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ABSTRACT

Family business is ubiquitous all around the world. With the continuous
development of economic globalization, internationalization has already become one
of the growingstrategies for many family businesses. The degree of
internationalization of family business continues to deepen. However, researches
related to the internationalization of family business are limited both domestic and
overseas. Foreign direct investment is an important measure for family business to go
abroad, and mode choice will be a question of questions once a family business
determined to conduct a foreign direct investment. This is because that whether the
entry and establish mode is suit for family business might play a decisive role in the
overseas operation. For these reasons, study the foreign direct investment mode
choice of family business is significant both theoretically and in practice.

Factors which influence foreign direct investment mode choice have already
been widely studied. However, due to the non-economic feature of family business,
the behavioral pattern and decision-making mechanism in family business are
sometimes different from other firms. This might cause ineffectivity for using
traditional factors that can perfectly predict non-family business' FDI mode choice
desition to predict family business' desition. In order to explore which kind of factor
will affect the mode choice strategy of family business, this thesis divide mode choice
into two aspects. The first aspect refers to entry mode which implies ownership
arrangement of the overseas branch and can be specified as wholly owned subsidary
and joint venture. The second aspect refers to establishment mode which implies the
measure to obtain the overseas branch and can be specified as cross-border acquisition
and Greenfield investment. For the purpose of identify whether the decision variables
which utilized by family business when making an FDI mode choice are different
from non-family business, this thesis study the effect of traditional factors on the FDI
mode choice of family business. Furthermore, in order to explore the internal

differences of family business, this thesis study how does family involvement, which



be regarded as unique characteristics of family business, would affect family business'
FDI mode choice.

After reviewing researches related to family business internationalization and
foreign direct investment mode choice, this thesis use the investment event launched
by listed family business during 2005-2013 to make an empirical analysis on what
kind of factors will affect the mode choice of family business based on the
socioemotional wealth theory. The research results imply that traditional decision
variables which applied for non-family business are also applicative for family
business, although with a relatively low explanatory power. In addition, family
involvement is obvious significantly affect both entry and establish mode choice.
More specifically, the increase of family involvement will increase the family
business' propensity to choose wholly owned subsidiary and Greenfield investment.In
addition, if family business has a family CEO, the propensity to choose wholly owned
subsidiary and Greenfield investment will be more significantly positive effected by

family ownership, family control time and family control.

Key words: Family Business; Foreign Direct Investment; Family Involvement; Entry

Mode; Establishment Mode
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