NOT ALL FAMILY FIRMS ARE THE SAME: THE MODERATING IMPACT OF FAMILY FIRMS ON THE MANAGEMENT OF POLITICAL RISK

Abstract: In this paper we investigate the influence of political risk and family control in the internationalization strategy of Multinational Enterprises (MNEs). We find that previous experience allows firms to invest in a wider choice of locations and benefit from diversification advantages, reduced exposure to fluctuations and opportunities for arbitrage and complementarity. Our results also show that family ownership or limited presence of family members in the board has no impact on internationalization. However, when the conceptualization of family firms requires the majority of both ownership and board presence we find two significant results. First, we find a direct negative impact on the on the MNE’s’ scope of internationalization as a consequence of the more risk-averse approach of family firms to internationalization. Second, we also find that family control positively moderates the impact of previous experience dealing with political risk. Family firms possess some specific advantages such as their shared values and strong links among managers, stability, longer tenures and orientation that allow them to develop long-lasting relationships with relevant political actors. By disentangling the effects of family control on internationalization and political risk this paper helps explain how family firms can be at the same time risk-willing and risk-averse.
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INTRODUCTION
Family firms have been traditionally argued to be more risk-averse than other types of companies.Family owners typically have most of their wealth tied up in the business, and are thus less likely to pursue high-risk strategies (Casillas & Acedo, 2005; Naldi et al., 2007). Moreover family firms are managed with longer time horizons compared to non-family firms since their goal is to preserve the businesses for the next generations (Arregle et al., 2007). This approach fosters the typical long-term orientation of family firms and promotes a risk-averse approach to internationalization (Schulze et al., 2003).
Political risk is another topic that literature has long considered just as an exogenous threat for Multinational Enterprises (MNEs) (Jiang et al., 2015). Expropriations, nationalizations, or unilateral modifications of the agreed conditions are some examples of harmful measures that governments can implement to appropriate the rents generated by MNEs. Governments have an incentive to behave opportunistically especially when technological obsolescence or sunken costs gradually erode the bargaining power that MNEs enjoy before deploying the investment (Vernon, 1979; Kobrin, 1987).
Recently, however, a new stream of literature has emphasized, drawing on the corporate political activity and non-market strategy literature (Baron, 1995; Hillman & Hitt, 1999; Hillman et al., 2004; Bonardi et al., 2006; Holtbrügge et al., 2007; Oliver & Holzinger, 2008; Doh et al., 2012), that political risk is also partially endogenous and that the nonmarket environment may represent a potential source of opportunities (Jiang et al., 2015). MNEs can learn how to more profitably interact with the authorities of the host country and gain advantages in locations characterised by higher levels of political risk, as shown in the European air transport sector (Lawton & Rajwani, 2011; Lawton et al., 2013), the U.S. electrical sector (Holburn, 2001; Holburn & Zelner, 2010), and in the internationalization strategy of Spanish MNEs (García-Canal & Guillén, 2008; Jiménez, 2010; Jiménez & Delgado, 2012).
The goal of this paper is precisely to study the interaction between family firms, political risk and internationalization strategy. Specifically, we argue that 1) MNEs can build on their previous experience dealing with political risk to manage a FDI location portfolio with a wide diversity of environments, leading to a wider scope of internationalization, 2) family firms follow a more narrow scope of internationalization as a consequence of their higher risk aversion and 3) despite this higher risk aversion, when the family controls both the majority of ownership and board, the strength of the positive effect of previous experience on multinationality is enhanced. This is due to the fact that, in most cases, family managers have been associated with their businesses for a very long time and “in many cases, they are founders or later generation executives who have spent enduring apprenticeships within their firms.” (Miller et al., 2013, p. 556). This long-term commitment of family members promotes a strong identity that is shared not only between family managers but also passed from one generation to the next one (Miller & Le Breton-Miller, 2005; Arregle et al., 2007). While most corporations struggle to achieve a set of common values, vision and homogeneous behaviours across the members of top management teams, this is much easier for family firms due to kinship, common history and family name that naturally promote the exchange of information and experience (Banalieva & Eddleston, 2011).
While the debate on the impact of family involvement, both in ownership and in management, on firms’ attitude over internationalization has gain momentum in recent time (Pukall & Calabrò, 2014; Sciascia et al., 2012), it has mainly focused on internationalization through exports (Fernandez & Nieto, 2014). With very few exceptions (Bhaumik et al., 2010), much less attention has been devoted to the role of family control on firms’ FDIs. This gap is somehow surprising especially because the risk associated with each of these entry modes is very different. While the risks connected with export are somehow limited given the small amount of investments required and the possibility to quickly reverse this choice, FDI requires a much larger level of fixed and sunken costs and long term-commitment.
The importance of family firms in the world economy should not be underestimated. Family firms are the most common type of company not only in the Western Europe (Faccio & Lang, 2002) and in Asia (Shleifer & Vishny, 1997) but also in the U.S. (Gedajlovic et al., 2012). These firms are also important investors in the international arena. Among the most important international companies in the world there are firms such as Wal-Mart in the US, Schaeffler/Continental, Luxottica, Inditex and Banco Santander in Europe, Samsung in Korea or Midea Group in China, that are family firms.
We test our hypotheses on a sample of 159 Spanish companies with investments in 119 countries. This context is particularly appropriate for our research purposes given the large number of Spanish firms that are family firms (Merino et al., 2014), the tumultuous international growth of some of them (Colli et al., 2013), their prominent role in several industries within global markets (Guillén, 2005) andthe relevant impact of political risk and political capabilities on their international expansion (García-Canal & Guillén, 2008; Jiménez, 2010), corporate strategy (Poisson-de Haro & Bitektine, 2015) and performance (Jiménez & Delgado, 2012).
Our results show that a higher diversity within the FDI location portfolio encourages a higher scope of internationalization. MNEs with experience managing an heterogeneous FDI location portfolio find it easier to transfer and tailor existing routines and structures to the new market and facilitate the applicability of lessons learned in the past (Zollo & Winter, 2002). Consequently, these firms tend to invest in a higher number of countries to take advantage of the benefits of international diversification and to reduce the exposure to local and regional fluctuations (Solnik, 1973; Barkema & Vermeulen, 1998; Hitt et al., 1997, 2006). In addition, we test the effect of different levels of family ownership on the international scope of the firm. We found that the family ownership per se does not affect the international scope of the firm. On the contrary, we found this relationship to be negative when a family effectively controls a company i.e. when it owns the majority of the capital and also half or more of the board members belong to the controlling family. Interestingly, family control (ownership and management involvement) plays a moderating effect on international scope suggesting that family controlled firms are reluctant to increase their international scope but, simultaneously, they are particularly apt to develop skills to take advantage of political risk.
Our paper contributes in several ways to various existing literature domains as well as to managerial practices. First, we show that despite the homogenizing pressure of globalization, differences in firm´s structures and ownership lead to different degrees of capabilities effectiveness and to a diversity of corporate strategies to respond to institutional pressures (Poisson-de Haro & Bitektine, 2015). We contribute to the literature on political risk and political capabilities (Holburn, 2001; Wan, 2005; García-Canal & Guillén, 2008; Jiménez, 2010, Jiménez et al., 2014) by showing that previous experience interacting with authorities allow firms to increase the diversity of risks in their FDI portfolio, leading to an increasing multinationality via investments abroad. 
We also contribute to the body of literature focused on family firms (e.g. Miller et al., 2007; Sharma et al., 2014) by proving the relevance of the definition of what constitutes a family firm and how the results may diverge when this concept is operationalized in different ways (Amit & Villalonga, 2014). In particular, we show that family control has a negative effect on multinationality but positively moderates the impact of previous experience dealing with political risk on international scope. However, this only happens when both the ownership and the board dimensions are encompassed in the definition of family firm. We challenge the popular view that family firms are simply risk-averse and we add to the empirical evidence finding family firms to be at the same time risk-willing and risk-averse (Gomez-Mejia et al., 2007, 2011). This apparent contradiction is explained by the existence of specific family firm characteristics that confer them a superior ability in addressing and managing political risk. Finally, relevant managerial implications can be extracted from the conclusions reached in this paper related to importance of increasing the stability and long-term orientation of the boards to take advantage of the relationships cultivated with authorities and the creation of a favourable environment to the transmission of intangible knowledge.

LITERATURE REVIEW AND HYPOTHESES
Previous experience, FDI portfolio diversity and scope of internationalization.
Experience accumulation is an important organizational learning mechanism through which organizations develop capabilities (Zollo & Winter, 2002). Previous experience is useful to develop not only market-related capabilities, but also non-market ones (Bonardi et al., 2006, Oliver & Holzinger, 2008). Being exposed to a particular threat (such as the one from governments with few or no constraints to implement harmful measures such as expropriations or forced renegotiations of agreed conditions, or environments where corruption is rampant or property rights not respected) is a powerful organizational learning mechanism that transforms routines into knowledge, and firms can benefit from their previous experience in analogous situations (Henisz & Delios, 2001; Henisz, 2003).
Thus, firms can learn to assess political risk, negotiation, litigate, lobby, establish coalition and networks to share information and/or even bribe more efficiently than their competitors (Holburn, 2001; Wan, 2005; García-Canal & Guillén, 2008). These capabilities of a political nature[footnoteRef:1] allow firms to obtain competitive advantages and invest in countries where other competitors cannot do it, reducing the negative impact of political risk on the internationalization strategy (Jiménez & Delgado, 2012; Jiménez et al., 2014).By actively engaging in political activities and strategies, companies can get access to critical political actors in the host country to inform them about the firm´s strategy and views on relevant issues and influence the decision-making process (Luo, 2001; Nell et al., 2015). When political capabilities are strong, MNEs may enjoy a preferential treatment and more advantageous conditions when they enter risky countries (Jiménez, 2010; Jiménez et al., 2014). This allows firms to follow a proactive approach and invest in a greater number of countries to benefit from the advantages of international diversification such as economies of scale, new knowledge, talent, etc (Hitt et al., 1997, 2006). [1:  Political capabilities can be described as “organizational and strategic activities by which senior or acting representatives reconfigure, leverage and release political resources to achieve new resource configurations that enable the company to adapt to, anticipate or even shape changes in the corporate political environment” (Lawton et al., 2013, p. 230). Although beyond of the scope of this paper, see Lawton et al., (2013) for a review of the antecedents of political capabilities and Oliver & Holzinger (2008) for a discussion on the different strategic uses of them.] 

We argue that experience allows firms to learn how to manage a FDI location portfolio characterized by a high degree of diversity in the levels of political risk. By focusing on FDI portfolios instead of on the classical dyadic approach that just consider the host and the home countries, we are able to widen the focus of the analysis beyond that of a single host country and, instead, take a broader, multi-actor conceptualization of political risk where the firm is affected by all the countries included in the portfolio (Stevens et al., 2015).
A greater heterogeneity of environments generally implies greater difficulties for coordination (Davis & Thomas, 1993). However, companies with broad experience managing a very diverse FDI location portfolio will find it easier to transfer and tailor existing routines and structures to the new market and facilitate the applicability of lessons learned in the past (Zollo & Winter, 2002). In contrast, previous experience will be less useful for MNEs with a more homogeneous FDI location portfolio as these companies will find more troubles adapting their existing structures and routines to a new context that has very few similarities with the other ones (Jiménez et al., 2014). 
Accordingly, this valuable experience managing a diverse FDI portfolio will encourage firms to increase their scope of internationalization in order to achieve the previously mentioned advantages of international diversification and also to reduce the exposure to local and regional fluctuations (Solnik, 1973; Barkema & Vermeulen, 1998). Further, recent literature on distance has claimed that higher diversity leads to complementarity and opportunities for arbitrage and creative diversity (Ghemawat 2001, 2003; Shenkar et al., 2008; Zaheer et al., 2012; Hutzschenreuter et al., 2014) making a broader scope of internationalization a more attractive strategy for MNEs. Therefore, we formulate the following hypothesis:
H1. A higher variance in the levels of the political risk within the FDI location portfolio has a positive impact on the MNE’s’ scope of internationalization.

Family firms and scope of internationalization
The traditional view of family firms (Casson, 1999) argues that since the family wealth is typically concentrated within the firm’s assets, family firms tend to be generally more risk-averse than other types of companies (Casillas & Acedo, 2005; Naldi et al., 2007). This attitude towards risk can affect family business international strategies since internationalization - especially through FDI – increases the risk faced by the firm. 
Moreover, FDI typically requires both additional funding to finance long term investments and skilled and trained professionals to manage foreign subsidiaries. Unfortunately, family firms are typically short of both. Family firms’ owners are generally reluctant to raise new capitals in the form of equity because this process dilutes their control over the business (Gomez-Mejia et al., 2010; Jones et al., 2008). In addition, managers in family firms are often selected due to kinship rather than on a professional basis (Verbeke & Kano, 2012). As a consequence of this lack of external capital and managers, family firms tend to perceive a higher risk in foreign ventures due to the unfamiliarity with business practices and local culture in the host country (Banalieva & Eddleston, 2011). Besides, the administrative requirements, the higher coordination costs and the increased information processing needs required to manage a higher level of internationalization put additional tensions on the scarce managerial resources of most family firms (Li, 2005).
Additionally, family firms typically take a long-term orientation approach relative to non-family companies (Carney, 2005). The primary goal in family firms is to guarantee the survival of the company so to pass the family wealth to the next generations (Arregle et al., 2007). Family managers tend to be “parsimonious stewards—careful to ensure that today’s actions do not jeopardize longer-term prospects, or... rob the firm of resilience or sustainability (Le Breton-Miller & Miller, 2011, p. 1173). This family focus on intergenerational survival drives family firms’ strategies towards a more conservative and risk-averse approach suggesting that the effect of family control on the scope of internationalization is negative. Accordingly, these arguments lead us to formulate the following hypothesis:
H2. Family control has a negative impact on the MNE’s’ scope of internationalization.

Family firms and political capabilities
	While the direct effect of family control on the scope of internationalization is expected to be negative as explained above, we argue that it can also play a moderating effect on the relationship between political risk and scope of internationalization. Gomez-Mejia et al., (2007) show that risk management is a complex phenomenon and that family firms can be simultaneously risk-willing and risk-averse depending on the kind risk they face. We argue that family firms have some structural and idiosyncratic advantages that help them better manage political risk, which positively moderates the relationship between previous experience and international scope. Various reasons support this argument.
The first one builds on the well-known attitude of family members to manage their company for the long run (Le Breton-Miller & Miller, 2006). Several studies have shown that this long-term orientation encourages all those activities that typically harm performance in the short run but generate the exploration of innovative ideas in R&D (Chrisman & Patel, 2012), investments intended to achieve enduring quality (Gudmundson et al., 2003; Llach & Nordqvist, 2010), and a higher level of reputation or enduring relationship with stakeholders (Berrone et al., 2012). In a similar vein Zhou et al., (2011) have found that family firms are more resilient during economic downturns, and that they reduce divestiture to avoid fire-sale of their core assets given their long-term commitment. We argue that these peculiar characteristics of family firms also affect their ability to manage political risk. The management of the political risk generated by the locations included in the FDI portfolio requires long-term investments in relationships with local authorities, specific training and experience in dealing with administrative, political and bureaucratic matters. All these investments generate immediate costs that harm short-term performance and that firms therefore tend to avoid. On the contrary, the long-term orientation of family firms is more favourable to promote this kind of investments that requires a longer period of time to be developed and that need to be evaluate in the long and not the short run (Zahra, 2005).
Besides, family firms are also characterised by longer management tenures. Miller and Le Breton-Miller (2005) show that tenures at family firms often exceed 20 years. Having being hired on the basis of kinship, family managers know that they will not be evaluated exclusively based on short-term considerations so they have the quite unique luxury to plan over a longer period. Family management tends to be more conservative and avoid investments in foreign country that may represent a threat to the long-term survival. However, once foreign ventures have been established they have the time and the perspective to carefully address those factors necessary for a successful management of political relationships such as country-specific knowledge, a patient approach while cultivating relationships and legitimacy and a long-term commitment. By contrast, external professional managers usually have to produce results in the short-run that prevents them from having the time and the horizon needed to develop those capabilities. 
Another advantage that family members enjoy is that they are usually associated with their company since their youth (Miller et al., 2013). This allows them to share with the other family owners and managers a common set of values, the same jargon and the same attitude towards the business and towards risk. These common backgrounds constitute a very effective environment to promote the transfer of tacit knowledge in general (Hall & Nordqvist, 2008; Cruz et al., 2010; Le Breton-Miller & Miller, 2009) and of the specific knowledge to deal with political risk in particular. Political risk management is a kind of ability mainly based on tacit knowledge that is developed through experience (Jimenez et al., 2014). This skill is based on informal and unwritten rules, social customs and consolidated relationships with local actors (Lawton et al., 2013). Many studies show that family firms are quite efficient in this respect since they tend to rely more than other type of firms on informal training and on mentoring relationships (Gomez-Mejia et al., 2011; Kotey & Folker, 2007). Family managers generally have been part of the firm since their youth so not only reciprocal knowledge is very high but also family managers often share a common language and narratives, values and experiences that in turn nurture reciprocal trust. In a nutshell, family members share a common firm culture that encourages communication by lowering internal communication costs (Poza et al., 1997).
Moreover, transferring knowledge is not only easier because of the common background, but also because senior managers are more likely to be motivated to do so. Schulze et al., (2002, 2003) have argued that family CEOs tend to behave with altruism towards family members regardless their abilities and position. External professional managers that want to retain their place in the company or that are looking for a similar position on the market have no incentive to pass their knowledge and teach other managers who may replace them in the future. In their view this is considered a waste of time or, even worse, a way to raise potential future competitors within the firm. However, when other (younger) family members are the ones who might replace the executive, then the motivation is clearly different and the commitment to pass on their specific knowledge is much higher. So within family firms the transfer of non-codified knowledge about political risks management is facilitated not only by the easiness to understand each other but also by the willingness to do so.
Finally, there are also external factors that suggest that family firms are in a favourable position to take more advantage of previous experience dealing with political risk than other firms (Gedajlovic & Carney, 2010). Bertrand & Schoar (2006) convincingly argue that family firms tend to have better political connections since: “... they often have extensive kinship networks that stretch across politics and business. If trust relationships are strong among the family members, family firms might find it easier to maintain political connections or even build new ones (Bertrand & Schoar, 2006: p. 77). Acquaah’s (2012) findings confirm this argument by showing how in a transition economies family firms have better political connections that lead to stronger performances thanks to the ability of family managers to develop social networking relationships with different stakeholders. 
Moreover, the replacement of senior managers with crucial relationships with local authorities in family firms entails a lower degree of uncertainty for local authorities. While external professional managers can also develop close relationships with authorities, when they are replaced or decide to leave the company (especially if it is unexpectedly) the implicit terms of the relationship between the firm and the government may change. The new management team may try to implement strategies and actions that are quite different from those used by the company in the past and that may clash with the politicians’ goals. Replacements in family firms are usually the result of a more predictable process that makes the transition easier and new managers in family firms are less likely to implement radically new strategies. As previously mentioned, family members are usually associated with their company since their youth (Miller et al., 2013), so they are better known and trusted by the political counterpart, especially if the politician in charge has also served for a long period. 
Finally, Sirmon and Hitt (2003) claim that family firms tend to be more responsive to external claims and particularly concerned about their legitimacy and reputation. Family firms tend to behave as responsible corporate citizen and develop good relationship with local political actors and institutions in order to achieve a strong level of social legitimacy. In many cases the family and the firm share the same name so that family managers want to preserve the firm reputation so to preserve also the family name (Adams et al., 1996; Dyer & Whetten, 2006). Together with their long-term orientation, family firms can foster long-lasting relationships with external actors in general and with political and institutional actors in particular (Miller & Le Breton-Miller, 2005; Miller, et al., 2009). These relationships can minimize the potential problems of political risk and, instead, offer preferential treatment and other opportunities for the firm.
All in all, these arguments lead us to formulate the following hypothesis:

H3. Family control positively moderates the relationship between the level of political risk in the FDI location portfolio and MNE’s scope of internationalization.




METHODS
Sample
All MNEs with more than 250 employees registered at the beginning of 2007 at the Foreign Trade Institute (ICEX) and the website www.oficinascomerciales.es, managed by the Spanish Ministry of Industry, Tourism and Trade are included in the sample. Companies controlled by another one owning at least more than 50% of their share capital were dropped from the sample in order to exclude those MNEs whose internationalization strategy is decided by somebody else. We also had to exclude five companies for which there was no information about their ownership structure to check whether any family had a relevant participation. The final sample includes a total of 159 MNEs with investments in 119 countries[footnoteRef:2]. [2:  Afghanistan, Andorra, Puerto Rico, and São Tomé and Príncipe are not included in the sample due to unavailable data. Serbia, Montenegro, and Kosovo are jointly included because they constituted a single country until the year 2005.] 


Dependent Variables and Model
Following Tallman & Li (1996) and Jiménez et al., (2014), we employ the number of countries in which the MNE has subsidiaries as our dependent variable to measure the scope of internationalization. This variable has previously been employed as a “multinationality” or multinational diversity measure (Caves & Mehra, 1986; Kogut & Singh, 1988; Barkema & Vermeulen, 1998). 
Our dependent variable is therefore non-negative and integer-valued. We performed a goodness-of-fit test that shows that it is subject to over-dispersion. Accordingly, we need to use a negative binomial model to analyze our dataset. The negative binomial model is a generalization of the Poisson model, in which the assumption of equal mean and variance is relaxed (Hausman et al., 1984; Cameron & Trivedi, 1998).
Unfortunately, data availability forces us to conduct a cross-sectional analysis. Spanish economy has been and is still very much affected by the financial crisis, which has deeply impacted the MNEs´ internationalization strategies. Following previous studies on Spanish MNEs (Jiménez et al., 2014), we purposefully chose 2007 as our base year to avoid any distortion of the results due to such decisions as abandoned or delayed investments as a consequence of the internal crisis. However, the scope of the international expansion can be considered a “stock” variable, as it is the result of an accumulated process of investment and divestment decisions taken by the MNE over time (Majocchi & Presutti, 2009; Jiménez et al., 2014).

Independent Variables
In H1 we propose that the degree of diversity of political risk levels affects the scope of internationalization. We use three measures frequently employed in the literature to measure the level of political risk in the FDI locations. The main models include the Index of Economic Freedom of the Heritage Foundation (www.heritage.org)[footnoteRef:3] and the robustness tests use the Corruption Perceptions Index prepared by Transparency International (www.transparency.org)[footnoteRef:4] and the Political Constraints Index of Henisz (1998)[footnoteRef:5] POLCONV. To make them comparable the Index of Economic Freedom was divided by 10 and the POLCONV index was multiplied by 10. [3:  This index ranges from 0 to 100 and consists of variables that measure the independence of the judicial system, the capabilities of firms and individuals to ensure that contracts are met, the degree to which the government protects property rights and the degree of freedom existing between business, trade and investors (Fernández & González, 2005).]  [4:  Transparency International’s Corruption Perceptions Index measures perceived corruption based on surveys of business people and country analysts. This index ranges from 0, which represents an absolutely corrupt state, to 10 for a state that is totally free from corruption (Pournarakis & Varsakelis, 2004; Di Rienzo et al., 2007).]  [5:  The POLCONV index takes account of the number of independent branches of government able to veto government policy in each country, modifying the scores as a function of the alignments that may occur between these authorities, in such a way as to affect the actual constraints to which the government is subjected.] 

To measure the degree of diversity of political risk levels, we calculated for each MNE in the sample the variance of the scores of its FDI location portfolio which included each country in which the company has set up a subsidiary. Consequently, a high variance represents a higher risk for the MNE as it means that the company operates in countries with very different political environments. 
We employed the average score of the corresponding index of political risk for each location between the year 2000 and 2005. By following this procedure, we are able to obtain more stable estimates than with a set of data referring to a single year as they are less affected by outliers (Wiggings & Ruefli, 2005, Brouthers et al., 2008). In addition, this approach also allows us to take into consideration the amount of time that FDI takes to react to its explanatory variables, as the process of selecting and making foreign investments requires a certain period of time in itself (Bevan& Estrin, 2004).
We used several potential definitions of family firm to test the direct effect on the scope of internationalization proposed in H2. We also interacted the different family firm definitions with the degree of diversity of political risk environments to test the moderating effect proposed in H3.
While there is a broad agreement at the conceptual level on what a family firm is, the operational definition is much more a subject of controversy (Amit & Villalonga, 2014). At the theoretical level most scholars agree that a family firm is any firm where the main owner is a family and where the family is the main driver behind the strategic decisions (Gomez-Mejia et al., 2011). When it comes to translate this definition into a measure things get controversial. While some authors are satisfied with a definition based exclusively on ownership and define family firm as those where the family holds the majority of the shares (Gallo & Sveen, 1991), others also require one or more family member in the board of directors (Anderson & Reeb, 2003). Finally, a stricter definition requires both a majority of ownership and of family members in the board (Thomas & Graves, 2005).
Aware of the existence of different definitions of family firm (Amit & Villalonga, 2014) and of different degree of family control (Habbershon et al., 2003), we employ different measurements of the extent of family control considering different level of ownership and governance (Sharma et al., 2014).
Following La Porta et al., (1999) and Delios et al., (2006), we look at the identities of the ultimate owners of both capital and voting rights in order to identify the controlling shareholder of a firm. This is due to the fact that the first shareholder of a company might not be reflective of the true ownership of the company, since this shareholder might be controlled by another individual or organization (Bebchuk et al., 2000). We therefore carefully examined the shareholder list and disentangled those cases where shareholding was spread out in fragmented blocks across a number of intermediate corporate entities (Masulis et al., 2011; Pan et al., 2014). Once the ultimate owner was identified, we considered it as a family when the owner was an individual entrepreneur, biological linked families, or individuals with the same family name[footnoteRef:6]. In order to measure the degree of active participation by family members in the management of the firm we counted the number of board members with a family name (Davis et al., 1997; Morck et al., 1998; Anderson & Reeb, 2003).  [6:  Following Claessens et al., (2000) and Faccio and Lang (2002), we classify firms with an unidentified controlling shareholder as controlled by an individual/family.] 

Using this information we identified 3 different definitions of family firms and we included them separately in our regressions. The three dummy variables, named respectively Family, FB any and FB majority take value one if the main owner of the firm is a family (Family), if the main owner is a family and at least one family member is included in the board (FB any) or if the family holds both the majority of shares and the majority of board seats (FB Majority). 

Control Variables
Building on previous research on the impact of political risk on the scope of internationalization (Jiménez et al., 2014), we include several firm-level control variables such as the logarithm of the number of employees as a measure for size (Employees), age (Age), return on assets (ROA), financial leverage (Leverage) rate and a dichotomous variable to measure whether the firm is listed on a stock exchange (Listed). 
In addition, we also include categorical variables to control for the product diversification strategy and industry. Regarding the former, three dichotomous variables were created to distinguish between non-diversified firms (those with a single product), related-diversified firms (MNEs with several products all of which may be classified into the same sector) and unrelated-diversified firms (when at least one of the products belongs to a different sector). The last two variables (Related diversification and Unrelated diversification) were included in the regressions, and the non-diversified group was used as a reference to avoid collinearity problems.
Regarding the latter, six different sectors were identified in the sample: manufacturing, food and diary, construction, regulated –sectors traditionally regulated by the government but recently subject to a greater deregulation, such as air traffic, telecommunications, energy and water (OECD, 1993)-, financial and other sectors. Here, the last sector was used as the reference group.
As in the case of the independent variables, we also calculated the 2000-2005 average for the control variables to obtain more stable estimates, less affected by extreme outlier values, and to make allowance for the time FDI takes to react to its explanatory variables. The data sources were the SABI database (Iberian Balance Sheets Analysis System) and the annual accounts of each firm. Table 1 shows some descriptive statistics of the continuous variables (dependent, independent and control) included in the model and Table 2 shows the frequency and percentage of the categorical ones. The collinearity matrix and VIF values[footnoteRef:7] show that no serious issues of collinearity affect the data. [7:  Results available from the authors upon request.] 


RESULTS AND DISCUSSION
	Our negative binomial regression estimates using the Economic Index of Freedom are hierarchically shown in Table 3. Model 1a includes only the control variables while our main hypotheses are tested from Model 2a onwards. 
Model 2aadds to the basic model our measure of political risk. The inclusion of the variable increases significantly the explanatory power of the model, since the Pseudo-R2 increases from 4.4% to 8.1%. The variable Index Ec Freedom is positive and strongly significant at a 1% level across all models thus confirm our first hypothesis that a higher variance in the levels of the political risk within the FDI portfolio has a positive impact on the MNE’s’ scope of internationalization. This result means that experience managing a very diverse FDI location portfolio makes it easier to transfer and tailor existing routines and structures to the new market and facilitate the applicability of lessons learned in the past (Zollo & Winter, 2002). This experience can encourage firms to increase their scope of internationalization by investing in a wider range of locations where they can take advantage of their political capabilities and enjoy a preferential treatment and more advantageous entry conditions (Jiménez, 2010; Jiménez et al., 2014). By doing so, firms can increase the advantages of international diversification such as economies of scale, new knowledge, talent, etc (Hitt et al., 1997, 2006), their exposure to local and regional fluctuations (Solnik, 1973; Barkema & Vermeulen, 1998) and take advantage of opportunities for arbitrage, complementarity and creative diversity (Ghemawat 2001, 2003; Shenkar et al., 2008; Zaheer et al., 2012; Hutzschenreuter et al., 2014).
Our second and third hypotheses are tested in models 3a to 5a where we include the different definitions of family control and interact them with political risk. In models 3a and 4a the coefficients of either family control or the interactions with political risk are not significant. This means that when family is defined just in terms of ownership (Family) or ownership and any kind of presence in the board (FB any) then the effect of family control seems to be not relevant. We therefore find no support for our second and third hypotheses when these less restrictive definitions of family firm are employed. On the contrary, when we use a most restrictive definition of family firm only considering as such those where the family controls the majority both of ownership and board presence (FB majority), we find that family control has a direct negative impact on the on the MNE’s’ scope of internationalization. Thus, our second hypothesis is confirmed. This result confirms that family firms (under the stricter of our definitions) are generally more risk-averse as a consequence of the fact that family wealth is tied up in the firm (La Porta et al.,1999), their great concern on survival and sustainability for future generations (Arregle et al., 2007; Le Breton-Miller & Miller, 2011) and the lack of external capitals and managers with experience in international operations and business practices in the host country (Banalieva & Eddleston, 2011).Moreover, these results emphasize that family firms show a different pattern of behaviour towards internationalization, but only when control is exerted both through ownership and board presence. On the contrary, when the family is just the owner or has a limited role in board there are no significant differences with other kind of firms. These findings confirm that the relationship between family control and internationalization requires a finer-grained level of analysis and that scholars should include different definitions of family control to test this relationship (Amit & Villalonga, 2014). We show that different measurements of the family control variable lead to diverse results. This helps, in turn, explain the mixed findings of the previous studies on the relationship between family control and internationalization when different definitions of families firms have been employed (Zahra, 2003; Gomez-Mejia et al., 2010; Sciasca et al., 2012).
Similarly, the interaction between FB majority and the Index of Economic Freedom is also significant and positive confirming, as anticipated in our third hypothesis, the moderating role of family control on the relationship between the political risk in the FDI location portfolio and the MNE’s scope of internationalization. This result is consistent with the view of family firms as long-term oriented organizations (Zahra, 2005) where long-lasting relationships with authorities can be developed over time due to the longer management tenures (Miller & Le Breton-Miller, 2005) that allow the development of specific training, country-specific knowledge, legitimacy and long-term commitment. Since family members are usually involved in the company from the very beginning (Miller et al., 2013), a common set of values and attitudes are shared between the managers, leading to increased communication (Poza et al., 1997), easier transmission of tacit knowledge through informal training and on mentoring relationships (Kotey & Folker, 2007; Gomez-Mejia et al., 2011) and even more willingness and altruism to do so (Schulze et al., 2002, 2003). Moreover, the longer involvement and commitment of family members with the company compared to external professional members also provides another advantage when using knowledge and capabilities of a political nature, as authorities are more likely to trust them and to perceive replacements with lower uncertainty. Finally, the higher propensity to behave in a socially legitimate way (Adams et al., 1996; Dyer & Whetten, 2006) makes family firms more prone to develop fruitful relationships with authorities over time that can represent a valuable source of opportunities for the company.
Among the control variables the only variable strongly significant is the number of employees. This measure of size is consistently and strongly significant across all the different models we employed confirming the pivotal role of size in internationalization (Majocchi et al., 2005). Among the other control variables profitability, as measured by ROA, is not significant in model 1a but it is in the following models with a negative sign suggesting that firms characterised by lower level of profitability tend to be more international than highly profitable firms. This result is consistent with the Prospect Theory (Kahneman & Tversky, 1979) which suggest that the higher the returns of the firm, the lower its desire to assume risk. The statistical significance of Age is quite variable across the models but the sign is always negative. Younger firms tend to invest in a higher number of countries compared to older firms, a result that is consistent with previous literature which shows that some of the most expanded companies in Spain were recently founded while others with several decades of history only operate in a few countries (Jiménez, 2010). This result seems to challenge the view that internationalization is a long time-consuming process and, instead, support the view that internationalization is becoming more and more independent from time as suggested by the born-global and international new ventures literature (Oviatt & McDougall, 1994; Knight & Cavusgil, 2004). Finally, our results suggest that there not seems to be any relationship between diversification, neither related nor unrelated, and internationalization. 
As robustness checks, we employed other alternative variables of political risk to measure the variance of political in the FDI portfolios. The results, available in Tables 4 and 5 use the Corruption Perception Index and the Political Constraint Index (POLCONV) as different measures of political risk. In all cases results support the same findings reported in Table 1 and confirm the positive direct impact of the variance of political risk levels in the FDI location portfolio, the negative direct one of family control (only when using the strict definition requiring the majority of ownership and board) and the positive moderating effect that the latter exerts on the former.

CONCLUSIONS
	In this paper we investigate the influence of political risk in the internationalization strategy of Spanish MNEs, focusing on the potential moderating impact of family control in the ownership and management of the firm. Although political risk has traditionally been understood as a threat for MNEs, recent literature has pointed out that firms can develop political capabilities and take advantage of opportunities arising in risky environments. Taking a broader perspective than the classical dyadic home-host country perspective and, instead, analyzing the overall firm’s FDI location portfolio (Stevens et al., 2015), we actually find evidence supporting this second view. When the FDI portfolio includes a range of locations with a greater diversity of political risk levels, companies tend to increase their scope of internationalization. Building on their previous experience interacting with authorities in a wide range of locations, Spanish firms are able to better to assess political risk, negotiate with authorities, lobby, form coalitions and political networks and/or even bribe to reduce uncertainty and transaction costs in subsequent investments. 
We also analyzed whether being a family firm could encourage a more risk-averse approach in the internationalization strategy. Interestingly, our results show that it is not family ownership per se that matters but rather ownership and presence in the board of directors of the firm. When the definition of family firm is limited to ownership or to a minority involvement in the board, we find no impact on the international scope of the firm. This kind of firms does not show any significant difference from other companies. However, when a family simultaneously holds the majority of ownership and board, then we find a peculiar family-specific effect, i.e. a negative direct impact on the international scope of the firm. This is due to the more risk-averse approach of family firms given that most of the family wealth is attached to the firm and the lack of external capitals and external managers with experience dealing with the uncertainty of international operations. 
Further, this stricter definition of family firm encompassing the double dimension of ownership and board presence also plays a positive moderating effect on the relationship between political risk and scope of internationalization. While being a family firm reduces the scope of internationalization, it also increases the usefulness of previous experience interacting with authorities, making the company more able to take advantage of potential opportunities arising from the political arena. We argue that this result is the consequence of specific characteristics of family firms such as the homogeneity and stability of their management team and the propensity to establish good and stable relationship with external partners.
	We believe that our paper makes several important contributions. First of all, we contribute to the literature on political risk and political capabilities (Holburn, 2001; Wan, 2005; García-Canal & Guillén, 2008; Jiménez, 2010, Jiménez et al., 2014) by demonstrating that political risk can in fact represent an incentive to geographical expansion. As shown above, political capabilities built on previous experience interacting with authorities allow firms to manage a FDI portfolio including a high diversity of political risk levels and increase their multinationality. The results therefore confirm that, as posited by Poisson-de Haro and Bitektine (2015), the heterogeneity of firms at the structure and ownership level leads to different degrees of capabilities effectiveness which, in turn, explain the diversity of corporate strategies to respond to institutional pressures. 
We also make a contribution to the literature on the internationalization of family firms and, more precisely, on the attitude that family businesses have towards risk. While most of the literature on family firms internationalization have focused so far on the family firms risk avoidance attitude towards the general risk generated by internationalization (Gomez-Mejia et al., 2010) we highlight how this relationship is more complex and requires a finer-grained analysis. While our results confirm the general negative relationship between family control and internationalization through FDI, we find that it also positively moderates the impact of previous experience dealing with political risk on the scope of internationalization. Here the contribution is twofold. On the one hand we contribute to the long lasting debate on the definition of family firms (Sharma et al., 2014; Amit & Villalonga, 2014). We find that the moderating effect only takes place if and only if both the ownership and presence in board are simultaneously considered. Using just the ownership criteria is not sufficient to distinguish the moderating impact of family firms. If the owners do not control the board of the firm as well, the mechanisms that allow family firms to manage political risk do not seem to work[footnoteRef:8]. This leads to an additional contribution where we show that family firms have a specific advantage when interacting with authorities to deal with political risk. The shared values, the long common history and the strong links generated by kinship among the managers of family firms allow them to increase the willingness and facilitate the transfer of intangible knowledge on how to deal with political risk within the management team.  [8:  We also considered in our regressions, but not reported here for parsimony reasons, the cases of less stringent thresholds of family ownership, lower than 50%. The coefficients, however, were also not significant regardless of the percentage of family presence in the board. These results, available from the authors upon request, reinforce the idea that family control needs to be exerted both through a majority of ownership and board. 
] 

Our results therefore confirm Gedajlovic & Carney’s (2010) arguments that family firms usea variety of informal mechanisms to transfertacit knowledge both between family members and from one generation to another. The ability to manage political risk is a typical example of knowledgewhich is difficult to be codified and requireslearning-by-doing to be transferred since it is based on personal relationships and soft skills (Cabrera-Suárez et al., 2001). On the top of that, the stability in the composition of the management team, the natural tendency of family firms to follow principles of good citizenship and the higher predictability in the replacement processes allow family firms to develop long-lasting and stable relationships with local political and institutional actors thus further enhancing their ability to address political risk issues in their benefit. 
Further, we also make relevant managerial contributions. By framing political strategy as an opportunity set, rather than as a set of constraints (Oliver & Holzinger, 2008), our study shows practitioners that firms may actively seek value from the interactions with governments. Competitive advantages such as preferential treatment, reduced uncertainty and transaction costs and higher performance and sustainability may be achieved if firms nurture ties with relevant political actors and develop political capabilities (Holburn, 2001; Wan, 2005; García-Canal & Guillén, 2008; Jiménez et al., 2014). Moreover, managers can learn from the characteristics and mechanisms that allow family firm to be well-positioned to maximize the utility of previous experience dealing with political risk. Increasing the stability and long-term orientation of the boards seems to be useful measures to take advantage of the relationships cultivated with authorities and to create a favourable environment to the transmission of intangible knowledge.
	We must acknowledge that this paper is subject to some limitations. First of all, we are constrained to analyze the scope of internationalization of a sample of large Spanish MNEs before the beginning of the financial crisis due to data unavailability. Accordingly, any extrapolation of our results to other contexts must be done with caution. While this procedure prevents our results from being distorted by such decisions as abandoned or delayed investments, future research could verify whether the results hold for companies of a different size or nationality under other economic conditions. Similarly it would be interesting to study the impact of political risk on other internationalization-related variables, such as degree of multinationality, performance or survival rates. Finally, data unavailability also makes us unable to distinguish among the different motives to conduct FDI (resources, market or efficiency seeking investments) or the possible effect of the education, age and prior international experience of the top management team. Future research can address these limitations and also analyze additional characteristics of family firms beyond ownership and board, such as experience and culture (Merino et al., 2014).
Our paper, however, is able to show how a finer-grained analysis of concepts sometimes taken for granted, such as the family firm one, can offer more subtle and insightful conclusions. We hope this encourages scholars to undertake further efforts to conduct studies analysing the promising research avenue that the interrelations between political risk, governance structure and corporate strategy represent.
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Table 1: Descriptive statistics of continuous variables

	
	Mean
	Std. Dev.
	Min
	Max

	N. of countries
	11.22
	13.08
	1
	89

	Employees
	3.31
	0.65
	2.29
	5.20

	ROA
	5.58
	6.57
	-18.96
	36.05

	Age
	1.65
	.32
	0.77
	2.22

	Leverage
	33.33
	16.50
	0.56
	75.03

	Var Ec Freedom Index
	0.50
	.41
	0
	2.18

	Var Pol Constraint
	2.73
	1.96
	0
	6.70

	Var Corrupcion
	3.80
	3.41
	0
	15.18




Table 2 Frequency and percentage of binary variables

	
	Freq
	Percent 

	Listed
	57
	35.85

	Related diversification
	82
	51.57

	Unrelated diversification
	24
	15.09

	Manufacturing
	58
	36.48

	Food and diary
	19
	11.95

	Construction
	19
	11.95

	Regulated
	13
	8.18

	Financial 
	13
	8.18

	Family
	79
	49.69

	FB any
	74
	46.54

	FB majority
	43
	27.04


















Table 3 Regression results: Index of Economic Freedom

	
	(1a)
	(2a)
	(3a)
	(4a)
	(5a)

	
	
	
	
	
	

	Employees
	0.861***
	0.691***
	0.683***
	0.695***
	0.716***

	
	(0.149)
	(0.134)
	(0.137)
	(0.136)
	(0.134)

	ROA
	-0.0120
	-0.0172**
	-0.0166*
	-0.0163*
	-0.0190**

	
	(0.00934)
	(0.00869)
	(0.00872)
	(0.00870)
	(0.00886)

	Listed
	-0.245
	-0.252
	-0.270
	-0.313*
	-0.269

	
	(0.194)
	(0.173)
	(0.180)
	(0.184)
	(0.189)

	Age
	-0.324
	-0.461*
	-0.490*
	-0.513**
	-0.393

	
	(0.284)
	(0.249)
	(0.256)
	(0.253)
	(0.246)

	Leverage
	0.00786
	0.00392
	0.00419
	0.00501
	0.00345

	
	(0.00543)
	(0.00499)
	(0.00509)
	(0.00518)
	(0.00504)

	Related diversification
	-0.159
	0.0185
	0.0161
	0.00872
	0.0618

	
	(0.170)
	(0.156)
	(0.156)
	(0.156)
	(0.155)

	Unrelated diversification
	-0.0323
	0.0707
	0.0594
	0.0606
	0.126

	
	(0.257)
	(0.230)
	(0.231)
	(0.231)
	(0.229)

	Manufacturing
	0.425**
	0.397**
	0.413**
	0.417**
	0.398**

	
	(0.199)
	(0.180)
	(0.181)
	(0.181)
	(0.179)

	Food and diary
	-0.294
	-0.273
	-0.261
	-0.277
	-0.239

	
	(0.268)
	(0.245)
	(0.248)
	(0.244)
	(0.246)

	Construction
	-0.0507
	-0.223
	-0.193
	-0.176
	-0.230

	
	(0.288)
	(0.265)
	(0.267)
	(0.266)
	(0.271)

	Regulated
	-0.0934
	0.248
	0.301
	0.301
	0.119

	
	(0.325)
	(0.300)
	(0.316)
	(0.315)
	(0.305)

	Financial
	-0.442
	-0.536*
	-0.474
	-0.455
	-0.743**

	
	(0.336)
	(0.323)
	(0.336)
	(0.333)
	(0.344)

	Var Ec Freedom Index (1)
	
	1.341***
	1.520***
	1.587***
	1.025***

	
	
	(0.211)
	(0.343)
	(0.338)
	(0.251)

	Family
	
	
	0.119
	
	

	
	
	
	(0.273)
	
	

	Fam*Var Index Ec Freedom
	
	
	-0.283
	
	

	
	
	
	(0.433)
	
	

	FB_any
	
	
	
	0.0905
	

	
	
	
	
	(0.270)
	

	FB_any*Var Index Ec Freedom
	
	
	
	-0.386
	

	
	
	
	
	(0.430)
	

	FB_majority
	
	
	
	
	-0.724**

	
	
	
	
	
	(0.301)

	FB_maj*Var Ec Free Indx
	
	
	
	
	1.050**

	
	
	
	
	
	(0.469)

	Constant
	-0.129
	-0.0414
	-0.0651
	-0.0760
	-0.0214

	
	(0.656)
	(0.578)
	(0.582)
	(0.579)
	(0.569)

	LR chi2 (12, 13,15)
	47.85***
	89.74***
	90.21***
	91.04***
	95.74***

	Pseudo R2
	0.044
	0.081
	0.082
	0.83
	0.87

	VIF
	1.58
	1.56
	2.10
	2.07
	1.86

	Observations
	159
	159
	159
	159
	159
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Table 4 Regression results: Corruption Perception Index

	
	(1b)
	(2b)
	(3b)
	(4b)
	(5b)

	
	
	
	
	
	

	Employees
	0.861***
	0.657***
	0.652***
	0.649***
	0.680***

	
	(0.149)
	(0.126)
	(0.128)
	(0.128)
	(0.125)

	ROA
	-0.0120
	-0.0197**
	-0.0207**
	-0.0206**
	-0.0226**

	
	(0.00934)
	(0.00864)
	(0.00867)
	(0.00869)
	(0.00879)

	Listed
	-0.245
	-0.276*
	-0.223
	-0.219
	-0.261

	
	(0.194)
	(0.160)
	(0.165)
	(0.170)
	(0.173)

	Age
	-0.324
	-0.346
	-0.276
	-0.296
	-0.313

	
	(0.284)
	(0.236)
	(0.239)
	(0.237)
	(0.231)

	Leverage
	0.00786
	0.000484
	-0.000741
	-0.000652
	-0.000269

	
	(0.00543)
	(0.00480)
	(0.00486)
	(0.00498)
	(0.00488)

	Related diversification
	-0.159
	0.00853
	0.0216
	0.0298
	0.0532

	
	(0.170)
	(0.145)
	(0.144)
	(0.145)
	(0.145)

	Unrelated diversification
	-0.0323
	0.198
	0.226
	0.227
	0.233

	
	(0.257)
	(0.215)
	(0.214)
	(0.215)
	(0.214)

	Manufacturing
	0.425**
	0.199
	0.123
	0.130
	0.170

	
	(0.199)
	(0.169)
	(0.178)
	(0.179)
	(0.168)

	Food and diary
	-0.294
	-0.538**
	-0.608**
	-0.550**
	-0.520**

	
	(0.268)
	(0.235)
	(0.238)
	(0.236)
	(0.236)

	Construction
	-0.0507
	-0.424*
	-0.508**
	-0.494*
	-0.446*

	
	(0.288)
	(0.248)
	(0.252)
	(0.253)
	(0.254)

	Regulated
	-0.0934
	-0.0108
	-0.0786
	-0.0871
	-0.112

	
	(0.325)
	(0.274)
	(0.282)
	(0.287)
	(0.274)

	Financial
	-0.442
	-0.631**
	-0.789**
	-0.772**
	-0.836***

	
	(0.336)
	(0.305)
	(0.323)
	(0.325)
	(0.319)

	Var Corrupcion
	
	0.340***
	0.283***
	0.294***
	0.293***

	
	
	(0.0379)
	(0.0519)
	(0.0516)
	(0.0423)

	Family
	
	
	-0.254
	
	

	
	
	
	(0.268)
	
	

	Fam* Var Corrupcion
	
	
	0.120
	
	

	
	
	
	(0.0767)
	
	

	Fam_board_any
	
	
	
	-0.235
	

	
	
	
	
	(0.271)
	

	Fam_board_any*Var Corrupcion
	
	
	
	0.103
	

	
	
	
	
	(0.0791)
	

	Fam_board_majority
	
	
	
	
	-0.678**

	
	
	
	
	
	(0.314)

	Fam_board_majority* Var Corrupcion
	
	
	
	
	0.211**

	
	
	
	
	
	(0.0901)

	Constant
	-0.129
	-0.150
	-0.0564
	-0.0461
	-0.0983

	
	(0.656)
	(0.539)
	(0.543)
	(0.542)
	(0.531)

	LR chi2 (12, 13, 15)
	47.85***
	117.57***
	120.58***
	119.46***
	123.17***

	Pseudo R2
	0.044
	0.107
	0.110
	0.0109
	0.1120

	Average VIF
	1.58
	1.58
	2.06
	2.02
	1.95

	Observations
	159
	159
	159
	159
	159





Table 5 Regression results: Political Constraint Index (POLCONV)

	
	(1c)
	(2c)
	(3c)
	(4c)
	(5c)

	
	
	
	
	
	

	Employees
	0.861***
	0.758***
	0.761***
	0.780***
	0.777***

	
	(0.149)
	(0.138)
	(0.140)
	(0.140)
	(0.137)

	ROA
	-0.0120
	-0.0108
	-0.0110
	-0.0109
	-0.0110

	
	(0.00934)
	(0.00893)
	(0.00889)
	(0.00889)
	(0.00888)

	Listed
	-0.245
	-0.0964
	-0.0689
	-0.118
	-0.120

	
	(0.194)
	(0.180)
	(0.185)
	(0.189)
	(0.193)

	Age
	-0.324
	-0.446*
	-0.407
	-0.431*
	-0.415

	
	(0.284)
	(0.259)
	(0.263)
	(0.260)
	(0.255)

	Leverage
	0.00786
	0.00729
	0.00598
	0.00685
	0.00670

	
	(0.00543)
	(0.00515)
	(0.00525)
	(0.00534)
	(0.00522)

	Related diversification
	-0.159
	-0.0240
	-0.00797
	-0.0195
	0.00337

	
	(0.170)
	(0.159)
	(0.159)
	(0.158)
	(0.159)

	Unrelated diversification
	-0.0323
	0.134
	0.180
	0.196
	0.226

	
	(0.257)
	(0.238)
	(0.241)
	(0.240)
	(0.241)

	Manufacturing
	0.425**
	0.267
	0.253
	0.246
	0.323*

	
	(0.199)
	(0.185)
	(0.185)
	(0.185)
	(0.187)

	Food and diary
	-0.294
	-0.369
	-0.392
	-0.384
	-0.359

	
	(0.268)
	(0.252)
	(0.255)
	(0.251)
	(0.252)

	Construction
	-0.0507
	-0.230
	-0.337
	-0.342
	-0.287

	
	(0.288)
	(0.270)
	(0.282)
	(0.279)
	(0.280)

	Regulated
	-0.0934
	-0.152
	-0.182
	-0.216
	-0.194

	
	(0.325)
	(0.301)
	(0.305)
	(0.304)
	(0.300)

	Financial
	-0.442
	-0.410
	-0.555
	-0.589*
	-0.579*

	
	(0.336)
	(0.324)
	(0.343)
	(0.340)
	(0.342)

	Var Pol Constraint
	
	0.134***
	0.0987***
	0.0922***
	0.0963***

	
	
	(0.0246)
	(0.0356)
	(0.0342)
	(0.0301)

	Family
	
	
	-0.199
	
	

	
	
	
	(0.259)
	
	

	Fam* Var Pol Constraint
	
	
	0.0686
	
	

	
	
	
	(0.0519)
	
	

	FB any
	
	
	
	-0.383
	

	
	
	
	
	(0.262)
	

	FB any* Var Pol Constraint
	
	
	
	0.0874*
	

	
	
	
	
	(0.0511)
	

	FB majority
	
	
	
	
	-0.567**

	
	
	
	
	
	(0.288)

	FB majority* Var Pol Constraint
	
	
	
	
	0.116**

	
	
	
	
	
	(0.0552)

	Constant
	-0.129
	-0.211
	-0.131
	-0.0789
	-0.157

	
	(0.656)
	(0.602)
	(0.608)
	(0.601)
	(0.593)

	LR chi2 (12, 13, 15)
	47.85***
	77.07***
	79.07***
	80.02***
	81.72***

	Pseudo R2
	0.044
	0.07
	0.072
	0.073
	0.074

	VIF
	1.58
	1.56
	1.90
	1.88
	1. 84

	Observations
	159
	159
	159
	159
	159
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