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Abstract 

 
 
This paper examines whether the export decision of firms is affected by their ownership structure, specifically it looks 
at whether family control is an obstacle to entering foreign markets. The underlying assumption is that family firms are 
risk averse. Risk aversion may be an obstacle to entering foreign markets, as far as these are perceived as more volatile 
and risky than the domestic one, particularly when such choice entices bearing relatively high sunk costs. We develop 
an illustrative theoretical model that shows how the combination between high risk aversion and low initial productivity 
may hinder family firms’ decision to enter foreign markets, particularly distant ones. The empirical analysis, based on a 
detailed panel data set of Italian firms covering the years from 1995 to 2003, confirms such predictions by showing how 
the decision on whether to export and where has a negative and robust relationship with the family nature of the firm 
after controlling for firm heterogeneity in productivity, size and technology 
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1. Introduction 
 
The ability of a firm to operate in a foreign market is largely a function of its own characteristics, 

namely its technology, the skill mix of its personnel, as well as its ownership, governance and 

organizational structure. When new opportunities open up abroad, the firm will respond by 

adjusting some of the factors that impinge on its competitiveness in foreign markets. Other factors, 

including its ownership structure, will be harder to change, particularly in the short run. 

 

This paper takes a close look at the case of family firms. The key question we seek to address is 

whether family firms face a different set of incentives compared say to a widely owned firm when 

entering a foreign market as exporters.  

 

The link between family firms and export has not been explored yet. On the one hand, many papers 

have analysed theoretically and empirically how family ownership affects performance in general 

(Caselli and Gennaioli, 2003, Burkart, Panunzi and Shleifer, 2003, Perez-Gonzalez, 2006, Sraer and 

Thesmar, 2006), but none whether it also influence the decision to enter export markets and 

internationalise activities. On the other hand, several papers by Marin and Verdier (2006 and 2003) 

relate export performance to the degree of decentralisation of the governance of the firm, but they 

do not deal directly with ownership structure.  

 

Why, then, is it important to analyse how the structure of ownership of firms affects their 

performance in the international market?  In this paper we argue that a potentially key factor 

affecting the decision of firms to enter export markets is the difference in the level of risk aversion 

compared to widely owned firms. The shareholder’s objective in widely held firms is the 

maximization of expected profit. Shareholders are assumed to be able to diversify their portfolio in 

different (and uncorrelated) activities and, as a result, only require managers to maximize the 

expected value of profits. Accordingly, shareholders behave as if they were risk neutral. 

Shareholders of family firms, instead, generally have a large share of their wealth concentrated in 

the company. With incomplete insurance markets, their ability to diversify risk is limited. They will 

therefore try to limit the exposure to risk of the firm they own. Formally, they will maximize the 

expected utility of the firm’s profits rather than the expected value of such profits. 

 

The attitude to risk has a substantial bearing on the export and FDI decision of firms. In what 

follows we focus on exports. Entering in the export market is a risky choice: it involves sunk costs, 

potentially higher volatility of revenues, limited knowledge of a new market, tougher competition 

etc.  Thus, whereas in widely held companies decision of entry is essentially related to expected 
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cost and revenue factors, in family firms is also affected by the level of risk aversion of the 

shareholders.  

 

Family firms differ from the typical corporation under many other aspects. First, it is often argued 

that family firms are relatively less efficient than other firms, and therefore cannot recover the sunk 

cost of entering the new export market. Secondly, family firms are typically reluctant to partly 

decentralise governance in order to manage complex operations spread in several countries.  

 

In this paper we develop a simple model of the decision of exporting. This choice is governed by 

the cost of entering new markets, the risk attendant to such decision and the owner’s risk aversion. 

We assume that firms have the option of selling their goods in three different markets: home, a 

close foreign market (Europe) and a far away market (the rest of the world). We also assume that 

the initial sunk cost of exports is higher for the rest of the world than for Europe. We focus on the 

case where exports markets are riskier than home and consider two different cases depending on 

whether Europe is riskier or not than the rest of the world. Indeed, they may be cases where selling 

in a far away market may reduce the firm’s exposure to risk, particularly if firm’s revenues in such 

market are only weakly (or even negatively) correlated with profits at home. In all cases, we show 

that the export decision is a function of both sunk costs of exporting and the firm’s risk aversion. 

 

The predictions of our model are then tested for a panel of Italian firms. Italy provides an ideal 

testing ground for our model. The country has been steadily losing competitiveness in world 

markets. The share of Italian products in world trade in constant prices fell from 4.5% in 1995 to 

3% in 2003. The specialisation of Italian firms in traditional sectors, their average small size and the 

wide diffusion of family ownership are often seen as major constraints to strengthening 

competitiveness and gaining market shares.  A recent enquiry of the Bank of Italy reports that 

ownership concentration and family control are widespread in the country and relatively stable 

compared to an earlier enquiry carried out in 1993 (Giacomelli and Trento, 2005). Yet our analysis 

is of relevance beyond the specific Italian case. Even though overwhelming in Italy, family firms 

are also widespread across other European countries, like France, Germany or Austria, as well as in 

the US, also for publicly traded corporations (Perez-Gonzalez, 2006) For example, Sraer and 

Thesmar, (2006) report that in France two thirds of listed firms are controlled either by the founder 

or the heirs of the founder. Becht and Mayer (2001), report that families control 45% of voting 

blocks of listed companies in Austria and 32% in Germany. But also in the US large listed 

corporations like Walmart or Ford are family controlled. 
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Our main results can be summarized as follows. We find that, controlling for several firm specific 

factors, family ownership reduces the share and the amount of exports both in Europe and in the rest 

of the world. This effect holds, even when take into account the direct effect of productivity and the 

structure of management on the choice of exporting. 

    

In what follows we briefly review the literature on family firms and performance. We then develop 

our theoretical model. The following section describes the data we use and our empirical 

specifications. In section 4 we report our empirical findings and finally we conclude. 

 

 

2. Family firms and the decision to export: analytical background 

 

Why should the structure of ownership of firms affect their performance in the international 

market? Even though there is no paper which has addressed this issue, many insights can be derived 

from the works which have linked family ownership to performance in general. Specifically, we 

will discuss three different channels which have been identified by the literature.  

 

The first one is related to the overall performance of these firms. Several studies have shown that in 

general family firms are less efficient than public companies. These findings go far back to the 

historical evidence on British firms provided by David Landes, (1965) to more recent analyses like, 

for example, the study of  Perez Gonzales 2006 on US publicly traded corporations or Bloom and 

Van Reenen, 2006 on  management practices in US, UK, France and Germany.  The only exception 

to this general finding is a recent study on France (Sraer and Thesmar, 2006), that finds that family 

owned firms, first or further generation, perform better than widely held companies.  

 

The recent literature on the link between productivity and export has argued that the causation runs 

mainly from the former to the latter, namely that high productivity firms will typically find it easier 

to overcome the fixed cost of entering foreign markets. Therefore, if family firms are on average 

less efficient, their ex-ante chances of entering foreign markets are lower than for public companies. 

One reason why family firms perform relatively badly is that the dynastic transmission of the 

management responsibility over the firm reduces the pool of talents among which managers are 

selected (Caselli and Gennaioli , 2003, Burkart, Panunzi and Shleifer, 2003). Family firms may also 

be constrained by the lack of external funds and the owner’s reluctance to open up management to 

qualified outsiders.  
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A second line of argument concerns agency issues. The organizational strength of the family firm is 

indeed its ability to overcome agency problems in management decisions. Family bounds reduce the 

incentive to shirk for members of the family. Therefore, centralised management can in principle be 

more efficient when firms deal with complex and highly risky markets (Berle and Means, 1932). 

From this perspective family firms could in principle be expected to be better fit than other type of 

firms for the international market, given that these are highly volatile and less known to the firm 

than the domestic one.  

 

These two lines of argument are however not fully convincing. As for the first one Marin and 

Verdier (2006) and Acemoglu et al (2006) argue that what really matters for performance, and 

consequently the decision to go abroad, is not much the type of ownership of the firm but, rather, 

the degree of decentralisation of decision making. Family firms could likely overcome the problem 

of dynastic management by hiring professional managers, as it is indeed the case in most large 

family companies.  Therefore, even if on average we might expect family firms to be less 

productive, there will be a large variance in performance, as these firms move to more sophisticated 

and decentralised systems of management. The same type of reasoning should also apply to the 

second argument and somehow revert its logic. When firms expand into foreign markets, family 

members are forced to delegate part of their power to independent managers. In other words, 

agency problems emerge anyway, even in family firms with centralised decision making 

procedures. If this is the case, then, the agency argument could backfire and be read in the opposite 

direction. Shareholders could be against expanding into foreign markets, precisely because they do 

not want to weaken centralised decision making. 

 

A third line of argument explaining a possible reluctance to expand abroad and which has not yet 

been explored much in the literature is related to risk aversion.  In the presence of incomplete 

markets for risk diversification, we might expect that decision making in a family firm is 

characterised by greater risk aversion than in a public company. Indeed, public companies should 

aim at maximizing expected profits, as shareholders can diversify their risk through their portfolio 

of assets.  Shareholders of family firms are likely to have a large chunk of their wealth in the firm, 

in other words they are less able to diversify their risk through a diversified asset allocation. With 

imperfect insurance markets, risk adverse shareholders will tend to maximise the expected utility 

rather than the expected level of profits. The fact that family firms are often less leveraged than 

widely held corporation is sometimes taken as an indirect evidence of the higher risk aversion of 

their shareholders (Schulze and Dino1998 and Zellweger, 2006).  
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The key assumption is that foreign markets are more volatile than domestic ones and carry greater 

risks for the firm, perhaps because of the most imperfect knowledge about such markets. If this is 

the case, then shareholders in a family owner firm might be reluctant to undertake this step, 

independently of their ex-ante efficiency and the structure of management within the firm. In other 

words risk aversion might induce family firms to avoid entering foreign markets, even if they are 

highly profitable firms and they have already a fairly decentralised management structure. 

 

In what follows we develop a simple model to illustrate how the interaction between sunk costs and 

risk aversion may hinder the decision to export. We consider the case of two export markets with 

different levels of sunk costs and different degree of riskiness.  

 

 

3. The model 

 

Consider a simple model where a firm can either sell in its own domestic market (D) only or export 

to possibly two foreign markets (EU and ROW) as well.  

 

If the firm caters only to the domestic market, its net revenue is: 

 

ε+= DD yR   

 

where ε is N(0,1). If the firm also sells to a foreign market, its additional revenue is:  

 

iiiii fyR ησ+−=   

 

where i= EU, ROW, ηi is N(0,1), σi > 1, and fi  is the fixed cost of exporting to country i. We 

assume that both ηeu  and  ηrow are correlated with  ε, with correlation coefficients ρeu  and  ρrow 

respectively1. Note that yD and yi – fi are independently determined. The implicit (and strong) 

assumption in this set up is that either constant returns to scale prevail both at home and abroad 

(except for the fixed cost component) or that markets are segmented, so that the non stochastic 

component of revenues (yD and yi – fi) are uncorrelated.  

 

                                                 
1 For analytical simplicity, we assume that the correlation between the stochastic shock in the foreign markets is nil. Our 
results are basically unchanged if we relax this assumption.  
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Finally, we assume that that firms’ owners are not able to fully diversify their assets. Accordingly, 

they will maximize the expected value of the utility of the firm’s profits rather than, as in the 

standard set up with complete diversification, the expected value of profits. For tractability, we 

assume that the owner’s utility is of the CARA type. The optimization problem becomes: 

 









−=−= )var(
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2
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where the second equality derives from the assumption that the error term is normally distributed. 

Risk aversion is measured by parameter a.  

 

We need to determine the value of R. If the firm sells only in the domestic market, then R=RD, with 

mean yD and variance equal to one.  If in addition the firm sells also to market i, then total revenue 

is distributed normally with mean yD + yi and variance 1 + σ2
i + 2 αi ρi. Accordingly, the firms will 

export to market i if the following condition holds:  
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We first consider the case where feu < frow and  (σeu
2/2) + σeu ρeu ≤ (σrow

2/2) + σrow  ρrow, namely 

when the EU market is less costly and less risky than the rest of the world. The possible equilibria 

can be represented by a simple graph:  
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Figure 1: Equilibria 
 
 
 
 
where EU (ROW) = 0 indicates that there is no export activity to the EU (ROW). Consider the area 

where the firm exports to both markets. Suppose that risk aversion, i.e. the parameter a, increases. 

We then move from left to right. We see that for a critical threshold of the risk aversion parameter, 

the firm will stop exporting to ROW (the riskier market) and for an even higher level of a, will stop 

exporting altogether.  

 

We can also assess the impact of higher productivity. Suppose that initially the firm does not export 

to either markets (i.e. EU=ROW=0). If now yi increases, the firm will first start exporting to the EU  

and then when yi is high enough will also export to the rest of the world. More crucially, we see that 

the impact of higher productivity on the export decision will depend on the level of risk aversion. 

With higher risk aversions, even relatively productive firm will not export.  

 

Consider now the case where feu < frow and (σeu
2/2) + σeu ρeu > (σrow

2/2) + σrow  ρrow, namely when 

the EU market is less costly but riskier than the rest of the world. This may happen for instance if 

far away markets are less, or even negatively correlated, with home shocks.  Graphically: 
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a 

Figure 1: Equilibria (market diversification) 
 
 
Most of the previous analysis carries through. The interesting twist here is that firms may not need 

to export to the EU before exporting to the rest of the world. Relatively risk averse firms may prefer 

exporting to far away markets first simply as a way to diversify their risk.  

 

 

4. Empirical Implementation  

 

4.1 Data and descriptive statistics 

 

The data used in this paper come from the last three waves (1998, 2001 and 2004) of a survey on 

activities of Italian manufacturing firms carried out by Capitalia (Observatory on Small Firms).  

The detailed questionnaire collects qualitative and quantitative information on ownership, trade, 

labour force and innovation on the previous three years. Such information is complemented with 

standard balance sheet data obtained from Amadeus (Bureau van Dijk).  

All firms with more than 500 employees are included in each wave while most of the firms with 

less than 500 employees are selected with a stratified sampling method each time, therefore only 

few of them appear in two consecutive waves. After the cleaning procedures on missing and 

extreme values we obtain an unbalanced panel of 8329 firms covering the years from 1995 to 2003. 
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Detailed description of sample selection and the dataset used in the paper can be found in Appendix 

A. 

 

Tables 1 to 4 show the summary statistics for the main variables of interest in this paper, and 

essentially compare firms across the two main characteristics we would like to study: their 

exporting status and their ownership status. As for the exporting status we divide firms among those 

that  are non exporter, those which only export to the EU, those only to the ROW and finally those 

exporting in both markets. As argued above, our working assumptions is that the ROW market 

involves higher fixed costs and volatility of revenues than the EU market.  

 

As for the ownership status, we classify firms as family firms or else. It is not obvious to define 

family firms, and different approaches have been used in the literature. In our definition family 

firms are those where families are the largest shareholders and either the founder or one of his 

family members is part of management. This is of course a relatively loose definition, as firms 

could be fully run by independent managers. Accordingly, several amongst Italy’s largest groups 

would be classified as family firms. Yet this definition has two advantages. The first one is that it is 

probably fully exogenous from the exporting status of the firm. In other words firm that start 

exporting might need to hire independent managers, or dilute control, but not necessarily to change 

ownership status. Second that it is an indirect, albeit imperfect indicator of the influence of the 

family over management. Moreover, notice that our sample combines non-listed and listed firms. 

This is a step forward with respect to previous empirical studies of family firms, which are based on 

evidence for listed firms2. 

 

Table 1 focuses on the exporting status We can see from table 1 that more than 60 percent of the 

firms in our sample are exporters. Moreover, exporting firms typically sell both in the EU and in the 

Rest of the World. The share of firms exporting only to the EU is relatively small, 12,6%; that of 

firms exporting only to the Rest of the World is even smaller (4.2%). Interestingly enough, the 

domestic market is a key outlet, even for exporting firms.  

 

                                                 
2 Perez-Gonzalez, 2006 and Saer and Thesmar 2006 
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Table 1 Distribution of sales by destination.     
   Shares of Sales  by Destination 

 Destination of sales 
(share of firms) * 

      

  Variable Obs Mean Std. Dev. Min Max 

        

 Share of sales to EU 16971 24.723 19.377 .002 100 

 Share of sales to RoW 16971 20.330 19.397 .0004 99 

 

EU and RoW 
(48.57%) 

Share of domestic sales 16971 56.104 27.606 0 99.996 

        

 Share of sales to EU 4374 24.495 25.723 .004 100 

 Share of sales to RoW 4374 0 0 0 0 

 

Only EU -and home 
(12.65%) 

Share of domestic sales 4374 75.505 25.723 0 99.996 

        

 Share of sales to EU 1443 0 0 0 0 

 Share of sales to RoW 1443 28.484 29.266 .1 100 

 

Only RoW - and home 
(4.17 %) 

Share of domestic sales 1443 71.515 29.266 0 99.9 

* 34.61% of firms sell only at home 
  
 

In table 2, we report the average characteristics by destination of sales. First we notice that a larger 

share of non exporting firms than of exporting ones are classified as family firms. This is consistent 

with our a priori that family firms are more reluctant to enter the export9.3854 Tm
( )Tj
ET
EMC
/P 22.16y50 0 1
0.0013 1 Tf5j
11.9888 0 0 1ket, but0.02c1.9se it11.ys5003 Tm
5at a larger expt937 d7 4ribut7 31c.99b9 399l003 Tm
526haracteristics by de



Table 2 Firm Characteristics by Destination of sales 

  
 

Not Exporters Exp to EU and ROW 
 

Exp only to Eu 
 

Exp only to ROW 

  Obs Mean 
Std. 
Dev. Obs Mean 

Std. 
Dev. Obs Mean 

Std. 
Dev. Obs Mean 

Std. 
Dev. 

              

Family 11931 0.595 0.491 16697 0.502 0.500 4342 0.342 0.474 1492 0.358 0.480 

Sh of Indep. Man. 11931 0.184 0.348 16697 0.368 0.439 4342 0.303 0.438 1492 0.292 0.431 

Employment 11941 54.664 159.311 16727 146.325 443.461 4349 92.231 228.564 1492 96.864 236.839 

LnTFP 10525 3.433 0.671 15414 3.623 0.683 3774 3.535 0.686 1293 3.510 0.680 

TFP_index 10525 0.904 0.545 15414 0.997 0.637 3774 0.972 0.480 1293 0.977 1.012 

Leverage 10540 1.973 9.406 15499 1.505 8.770 3828 1.515 5.767 1310 1.331 3.530 

Var of profits(t, t-3) 9911 4.340 2.274 15187 5.381 2.495 3679 5.246 2.491 1265 5.167 2.507 

Age  11919 24.459 68.480 16731 26.741 133.690 4350 20.491 242.884 1479 26.946 21.267 

White blue sh.  11605 0.589 3.977 16528 0.618 2.417 4315 0.507 1.791 1470 0.563 0.977 

 

 

Table 3 reports the  distribution of firms according to their ownership status and their size. More 

than 50% of the firms in our sample can be classified as family firms, on the basis of our definition. 

As expected, the distribution of family ownership by firm size is skewed towards smaller firms. 

However family firms are not necessarily small. Indeed, more than 30 percent of the firms with 

more than 500 employees are family owned.  

 
 
 
   Table 3. Distribution of firms by ownership status and size 

  share of family firms  
    
 Overall  52.22  

 
Less than 20  
(27.33%) 

58.27 
 

 
Between 21 and 50  
(33.95%) 

53.15 
 

 
Between  51 and 250 
(30.15%) 

49.85 
 

 
Between  251 and 499 
(4.83%) 

37.64 
 

By Number of employees   
(share of firms) 
 

 
More than 500 
(3.74%) 

34.43 
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Table 4 compares several characteristics of family and non family firms. A key dimension in 

assessing the relative performance of family firms is productivity, with much of the literature 

assuming that family firms are less productive. This assumption has not gone unchallenged in 

empirical analyses, however, as noted in section 2.  In our data we find only very weak evidence in 

favour of the conventional wisdom. First, the logarithm of TFP3 is very close between family and 

non family firms4. 

Second, while the TFP index – defined as the relative productivity of each firm with respect to the 

sector, year and class size average - seems to be smaller for family firms, its standard deviation is 

lower. Therefore to control for higher moments of distribution, we show in figure 3 the distribution 

of productivity for the two groups of firms. We find that productivity of non family firms is only 

weakly dominating the one of family firms5. By and large, therefore, productivity differentials are 

unlikely to play a key role in accounting for the different trade performance between family and non 

family firms.   

We also find that family firms, on average,  export less, are smaller nd less skill intensive than non 

family firms. 

 

Table 4. Characteristics by family 
 

 

  

Family 
 

 

Non Family 

 

   Obs Mean Std. Dev.  Obs Mean Std. Dev.  

           

 Share of sales to EU  17500 13.782 19.837  16962 16.382 20.609  

 Share of sales to RoW  16547 10.173 17.811  16962 11.493 18.428  

 Share of domestic sales  17789 76.394 29.228  17093 72.024 30.030  

 Employment  18742 84.993 287.860  17141 135.863 396.341  

 LnTFP  17701 3.523 0.632  14559 3.574 0.744  

 TFP_index  17701 0.942 0.574  14559 0.983 0.641  

 White- blue collars  ratio  18342 0.550 2.170  16935 0.643 3.543  

           

 
 
 

                                                

 

 
3 The construction of the productivity variable is discussed in more details in Appendix B. 
4 Although, from a simple t-test, we have that the difference of means, 0.051 with a standard error of 0.004, is 
significantly different from zero at 1 percent confidence level 
5 With a two sided stochastic dominance test we reject with 1 percent confidence level the hypotheses that the two 
distributions are equal and that the “family” one dominates the non family one. However we can accept with only 15 
percent confidence level (P=0.015) that the family firms’ productivity distribution is stochastically dominated by the 
non-family firms’ one. 
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Figure 3. Distribution of Productivity by “Family” 

0
.5

1
1.
5

0 1 2 3 4
tfp v a in dex

fam i ly n on - fa m il y

 
 
 

 

Of course not much can be said form these purely descriptive patterns and we now move on to the 

econometric analysis.  

 

4.2 Empirical Specifications 

 

The empirical specification is inspired by the model developed in section 3. We use a probabilistic 

framework to model the decision to export to a specific destination. A firm decides to sell its 

product abroad when the current value of expected utility from profits from exporting exceeds the 

fixed costs associated with international trade.  

This can be expressed with a discrete-choice equation: 

 

[ ]




 >−>

=
otherwise      0

0)(E if    0 ij
Y
itj

itj

FU
Y

π
  (1)      

 

where Yitj is the variable indicating sales of firm i at time t in market j (EU, Rest of the World, 

Home). [ ])(E Y
itjU π  is a function of expected profits and the attitude towards risks at the firm level 

and  are fixed costs for firm i of exporting to j. We then assume that expected profits are a 

function of firm characteristics X

ijS

it  while the attitude toward risk depends on the firm’s ownership 

structure. After adding an error term, the reduced form choice equation becomes:  
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According to the literature on the determinants of firms’ export decision (Bernard and 

Jensen , 2004), the vector Xit of firm’s characteristics includes employment, productivity, the age of 

the firm and technological proxies as skill intensity and R&D. Rit includes characteristics such as 

ownership structure that can capture risk aversion. Dj are destination dummies.  ρi are time invariant 

firm’s characteristics such as industry and δt is a time effect. 

 

In fact we actually implement two different specifications of (2)  First we take as dependent 

variable the percentage of sales to each location. Given that the dependent variable will be now 

bounded above and below respectively at 100 and 0 and under the hypothesis that 

, we estimate this “censored” specification with a maximum 

likelihood Tobit estimator. 

),0(~| 2
εσγε NormalRX ititit +

 

These estimations are carried out on pooled cross sections because a random effect Tobit model 

would not be robust to violations of assumptions, typically leading to biased and inconsistent 

estimates. First, if the assumption of a homoscedastic error term is violated, estimates of 

coefficients can be biased and inconsistent. Then the hierarchical nature of this model’s 

parameterization often makes ambiguous the computation of certain results, such as marginal 

effects, that are usually of interest (Greene 2004 p.2). Accordingly, the best strategy or at least a 

viable strategy is to estimate a pooled cross-section model without either random or fixed effects.  

 

Second, we use the value of sales to each destination as dependent variable. We rely on a constant 

elasticity framework, where the conditional expectation of Yitj can be expressed as E(exp(xitβ)). We 

can then derive the following equation to be estimated via Poisson pseudo maximum likelihood 

estimator  

 

)exp(),,|0Pr( tijit
YY

it
Y

jit
Y
ititj DRXDRXY δργλ ++++=≥  

 

 The Poisson estimator is adequate to take into account  the zero-values of the dependent 

variable. In addition it has the desirable robustness property that consistency of estimates will be 

achieved as long as the conditional mean is correctly specified without requiring any additional 

assumptions on the distribution of Yitj given Xit (Wooldridge, 2002 and Santos Silva and Tenreyro, 
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2004). Therefore the data do not have to follow a Poisson distribution neither Yitj needs to be an 

integer for the estimations to be consistent. (Gourieroux, Monfort and Trognong,1984). Standard 

errors will be affected by deviations from the Poisson assumption: to cope with this issue we 

compute variance-covariance matrices robust to overdispersion and heteroskedasticity. 

 

5. Results 

 

We first report in column (1), (2) and (3) of  Table 5 the estimates of our benchmark equation of the 

share of sales by destination, where we do not include any proxy for risk aversion, i.e. vector Rit. As 

expected, we find that firms tend to sell, on average, a larger share at home than abroad, as 

indicated by the negative sign of both the EU6 dummy and the Rest of the World dummy that 

represent the destination fixed effects. Size is a key factor affecting the decision concerning the 

market of destination of output. A measure of total employment is included in the estimations, by 

itself and interacted with the EU and the ROW dummies. We find that larger firms tend to sell less 

on the domestic market and export a bigger share of their output, although there is no significant 

difference between EU and ROW. Finally, productivity, as expected, is also a significant 

determinant of both the export choice and its allocation (columns (2) and (3)) , with more 

productive firms selling relatively more in the EU and shipping an even greater share of their output 

to far away destinations in the Rest of the World. The results are basically unchanged if we use size 

dummies (rather than on the employment level as a measure of the size of the firm) or a TFP index 

where productivity is normalized with respect to sector, year and class size averages.   

 

In columns 5-8, we replicate our estimates using the value of sales to each destination, rather than 

shares, as dependent variable. The main findings are basically unchanged.  

 

 
 

                                                 
6 EU is considered in its EU 15 meaning and it includes: Austria, Belgium, Denmark, Finland, France, 
Germany, Greece, Ireland, Luxemburg, Netherlands, Portugal, UK, Spain, Sweden 
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Table 5   Benchmark equation 
  

Dep Var: Share of sales to j  
(EU, RoW, Home) 

 
Dep Var: Value of sales to j  

(EU, RoW, Home) 
 (1) (2) (3) (4) (5) (6) (7) (8) 
 Tobit Tobit Tobit Tobit Poisson Poisson Poisson Poisson 
         
EU dummy -92.474 -101.731 -38.221 -28.469 -3.023 -3.249 -1.287 -1.021 

 [1.169]*** [1.917]*** [2.594]*** [1.657]*** [0.029]*** [0.050]*** [0.066]*** [0.036]***
RoW Dummy -96.732 -107.968 -45.313 -30.778 -3.371 -3.795 -1.844 -1.179 

 [1.202]*** [1.970]*** [2.646]*** [1.447]*** [0.035]*** [0.059]*** [0.082]*** [0.035]***
lnempl -7.359 -7.222   -0.120 -0.117   

 [0.205]*** [0.225]***   [0.003]*** [0.003]***   
Lnempl*EU 12.227 11.980   0.372 0.365   

 [0.284]*** [0.307]***   [0.007]*** [0.007]***   
Lnempl*RoW 12.224 11.855   0.390 0.371   

 [0.289]*** [0.313]***   [0.008]*** [0.008]***   
lntfp  -1.718 -2.116   -0.031 -0.035  

  [0.412]*** [0.410]***   [0.006]*** [0.006]***  
Lntfp*EU  2.845 3.531   0.071 0.093  

  [0.509]*** [0.507]***   [0.013]*** [0.014]***  
Lntfp*RoW  3.542 4.257   0.139 0.169  

  [0.522]*** [0.520]***   [0.016]*** [0.017]***  
TFP Index     -3.107    -0.056 

    [0.406]***    [0.007]***
TFP Index*EU    4.750    0.114 

    [0.567]***    [0.014]***
TFP Index*RoW    5.399    0.145 

    [0.578]***    [0.010]***
Age 0.200 0.177 0.156 0.163 0.002 0.002 0.001 0.001 

 [0.174]* [0.182] [0.182] [0.182] [0.003] [0.003] [0.003] [0.003] 
Skill share -0.006 -0.010 -0.007 -0.005 -0.000 -0.000 -0.000 0.000 

 [0.042] [0.042] [0.042] [0.042] [0.001] [0.001] [0.001] [0.001] 
Empl in R&D 0.099 0.100 0.106 0.107 -0.000 -0.000 -0.000 -0.000 

 [0.027]*** [0.028]*** [0.028]*** [0.028]*** [0.001] [0.001] [0.001] [0.001] 
Constant 127.804 130.133 70.041 64.408 4.719 4.823 4.142 4.113 

 [4.294]*** [2.851]*** [6.700]*** [6.477]*** [0.123]*** [0.043]*** [0.144]*** [0.145]***
         
Size dummies No No Yes Yes No No Yes Yes 
Size dum.* dest. No No Yes Yes No No Yes Yes 
         
Observations 72106 67268 67274 67274 72106 67268 67274 67274 
Pseudo Rsq 0.1123 0.1124 0.1130 0.1131 0.4936 0.4930 0.4950 0.4951 

Notes: 
Columns (1) to (4)  report the marginal impact for the regressors as estimated by tobit and columns (5) to (8) )  
report the coefficients for the regressors as estimated by poisson (given the exponential form of the distribution 
such coefficients represent directly the percentage variations) 
All estimations include  two-digit industry dummies and time dummies. 
 Robust standard errors in brackets *significant at 10%; ** significant at 5%; *** significant at 1%, 
 

 

In table 6, we expand the benchmark equation to assess the impact different models of corporate 

ownership. We are particularly interested in testing whether family firms behave differently, 

possibly because of risk aversion. We therefore add to the baseline specification a dummy variable 

that takes a value of 1 for family firms (and zero otherwise) and interact it with the destination 

dummies (column 1). Note that our indicator of family firms is likely exogenous to the choice of the 

output market. We find that family firms, even after for controlling for productivity and for size (not 

reported in the table) tend to sell more in the domestic market, export less to the EU and even less 
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to the Rest of the World7.  In other words, and this is our key results, the ownership status has a 

significant effect on the decision to export and specifically family firms are less likely to enter 

foreign markets, even less so for distant ones. Note that this effect holds independently on the 

standard effects of size and productivity on the exporting decision.  

 

We  also control for the interacted effect of the ownership status and productivity, the latter 

measured by a dummy which is 1 if firms have productivity above year, sector and size class 

average. In other words, do our findings on the effect of ownership on the export decision change 

according to the level of productivity of the firm? We find that the negative family effect  tends to 

be weaker the higher is productivity. Interestingly enough, the impact of productivity is highly non 

linear (column 2).  

 

In column (3), we add to the regression a new variable – the share of independent managers in total 

management8 - with the view of capturing the role of organizational structure on the export 

decisions of firms. We are aware that this variable suffers from severe endogeneity problems. Still, 

we are interested to check whether our results survive to the addition of such covariate. The 

findings are quite reassuring. First, our base results on the impact of family firms, size and 

productivity are all unchanged. Second, as expected, we find that firms with a more higher share of 

outside managers tend to export more, particularly to far away destinations. Of course, the direction 

of causality remains ambiguous.  

 

As a further control, we add to our specification the firm’s leverage, defined as the ratio between 

non-current liabilities and shareholders funds (column 4).  Once more, results concerning this 

variable, which is also endogenous to the choice of exporting, must be treated with caution. As with 

organization structure, leverage is likely to be endogenous. Leverage as such has no significant 

impact on the export decision. However, when interacted with the family firm dummy, leverage is 

found to be associated with a greater share of sales at home and a lower share of exports, 

particularly to distant destinations. This result is consistent with the view that family firms, 

particularly if highly leveraged9, are more risk averse and, hence, more reluctant to take risky 

exports decisions.  Again, this result is robust to the inclusion of controls such as the interaction 

with the high productivity dummy and the ratio of independent managers (column 5).  

 

                                                 
7 According to the Pseudo R2, by adding this variable we also improve the fit of the model. 
8 the denominator includes independent managers, entrepreneurs and family 
9 leveraged firms are more vulnerable to shocks and hence more exposed to bankruptcy, an event that family firms 
particularly dislike.  
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In columns (6)-(10), we replicate the previous analysis when the dependent variable is taken to be 

total sales to each destination. Once again, the results are basically unchanged.  

To conclude, as a robustness check, in Table 7 , we show how these results are robust  to controlling 

for unobserved firm heterogeneity using a fixed effect Poisson estimator (this estimator does not 

suffer from the Incidental Parameter problem as the fixed effects Tobit). These estimates should be 

seen with considerable caution. In a fixed effect framework, the coefficients are identified through 

firm level within variation. However, the structure of our panel means that larger firms are more 

likely to appear in two consecutive waves. Hence, our coefficients are more likely to capture the 

behaviour of large firms rather than small and medium sized ones 
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Table 6. Family and risk 
  

Dep Var: Share of sales to j (EU, RoW, Home) 
 

Dep Var: Value of sales to j (EU, RoW, Home) 
 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
 Tobit Tobit Tobit Tobit Tobit Poisson Poisson Poisson Poisson Poisson 
           
EU dummy -24.946 -23.372 -23.086 -20.777 -25.465 -0.191 -0.166 -0.209 -0.155 -0.222 

 [1.680]*** [1.700]*** [1.775]*** [1.497]*** [2.008]*** [0.018]*** [0.018]*** [0.022]*** [0.018]*** [0.023]***
RoW Dummy -29.391 -27.845 -31.982 -27.673 -31.688 -0.287 -0.262 -0.337 -0.261 -0.333 

 [1.699]*** [1.718]*** [2.023]*** [1.731]*** [2.034]*** [0.021]*** [0.020]*** [0.027]*** [0.021]*** [0.027]***
Family dummy 5.925 6.998 6.425 7.323 6.765 0.103 0.102 0.113 0.106 0.117 

 [0.590]*** [0.633]*** [0.682]*** [0.666]*** [0.711]*** [0.005]*** [0.005]*** [0.006]*** [0.005]*** [0.006]***
Family dum*EU -8.587 -10.481 -9.753 -10.870 -10.155 -0.160 -0.207 -0.186 -0.214 -0.193 

 [0.735]*** [0.806]*** [0.876]*** [0.853]*** [0.919]*** [0.010]*** [0.012]*** [0.013]*** [0.012]*** [0.013]***
Family dum*RoW -9.483 -11.391 -10.017 -11.983 -10.657 -0.189 -0.243 -0.215 -0.249 -0.222 

 [0.747]*** [0.821]*** [0.894]*** [0.869]*** [0.937]*** [0.012]*** [0.014]*** [0.015]*** [0.014]*** [0.016]***
TFP*Family  -3.032 -2.985 -2.766 -2.720  0.002 0.001 0.002 0.001 

  [0.648]*** [0.648]*** [0.657]*** [0.657]***  [0.005] [0.005] [0.005] [0.005] 
TFP*Family*EU  5.338 5.278 4.888 4.829  0.129 0.127 0.117 0.115 

  [0.928]*** [0.928]*** [0.941]*** [0.941]***  [0.015]*** [0.015]*** [0.015]*** [0.015]***
TFP*Family*RoW  5.359 5.245 4.908 4.796  0.146 0.143 0.138 0.135 

  [0.953]*** [0.954]*** [0.967]*** [0.967]***  [0.017]*** [0.017]*** [0.017]*** [0.017]***
Indep. Man.   -1.819  -1.786   0.028  0.027 

   [0.756]***  [0.758]***   [0.004]***  [0.004]***
Indep. Man.*EU   2.264  2.247   0.057  0.056 

   [1.076]***  [1.080]***   [0.014]***  [0.014]***
Indep. Man.*RoW   4.247  4.134   0.075  0.072 

   [1.097]***  [1.100]***   [0.017]***  [0.017]***
Leverage    -0.329 -0.339    -0.008 -0.008 

     [0.355] [0.355]    [0.002]*** [0.002]***
Leverage*EU    0.265 0.277    -0.001 -0.000 

     [0.509] [0.508]    [0.007] [0.007] 
Leverage*RoW    0.627 0.649    0.002 0.003 

    [0.515]** [0.515]**    [0.008] [0.008] 
Leverage*fam    0.959 0.968    0.008 0.008 

     [0.418]*** [0.418]***    [0.002]*** [0.002]***
Lev.*fam *EU    -1.350 -1.361    -0.025 -0.026 

     [0.600]*** [0.600]***    [0.009]*** [0.009]***
Lev.*fam *RoW    -1.670 -1.688    -0.021 -0.021 

    [0.612]*** [0.612]***    [0.010]** [0.010]** 
TFP Index  -2.930 -2.020 -1.980 -2.022 -1.983 -0.005 -0.005 -0.006 -0.006 -0.007 

 [0.402]*** [0.439]*** [0.439]*** [0.443]*** [0.443]*** [0.005] [0.006] [0.006] [0.006] [0.006] 
TFP Index*EU 4.503 2.947 2.897 2.900 2.851 0.055 0.033 0.032 0.032 0.031 

 [0.564]*** [0.621]*** [0.621]*** [0.626]*** [0.626]*** [0.012]*** [0.012]*** [0.012]*** [0.012]*** [0.012]***
TFP Index*RoW 5.131 3.604 3.509 3.638 3.546 0.065 0.043 0.042 0.044 0.043 

 [0.573]*** [0.627]*** [0.627]*** [0.632]*** [0.632]*** [0.009]*** [0.009]*** [0.009]*** [0.009]*** [0.009]***
Age 0.164 0.157 0.154 0.161 0.158 0.018 0.017 0.016 0.018 0.017 

 [0.182] [0.181] [0.181] [0.183] [0.183] [0.003]*** [0.003]*** [0.003]*** [0.003]*** [0.003]***
Skill share -0.005 -0.006 -0.007 -0.007 -0.007 -0.001 -0.001 -0.001 -0.001 -0.001 

 [0.042] [0.042] [0.042] [0.042] [0.042] [0.001] [0.001] [0.001] [0.001] [0.001] 
Empl in R&D 0.107 0.105 0.104 0.104 0.103 0.015 0.014 0.014 0.014 0.014 

 [0.028]*** [0.028]*** [0.028]*** [0.028]*** [0.028]*** [0.000]*** [0.000]*** [0.000]*** [0.000]*** [0.000]***
Constant 49.965 48.497 57.811 55.486 58.233 2.343 2.349 2.814 2.956 2.948 
 [2.652]*** [2.658]*** [6.494]*** [6.822]*** [6.848]*** [0.052]*** [0.052]*** [0.033]*** [0.032]*** [0.031]***

           
Observations 67241 67241 67241 66477 66477 67241 67241 67241 66477 66477 
Pseudo Rsq 0.1142 0.1145 0.1146 0.1146 0.1147 0.1860 0.1874 0.1879 0.1875 0.1880 
Notes: Columns (1) to (5)  report the marginal impact for the regressors as estimated by tobit and columns (6) to (10)  
report the coefficients for the regressors as estimated by poisson (given the exponential form of the distribution such 
coefficients represent directly the percentage variations).  
All estimations include size dummies (also interacted with destination dummies),  two-digit industry dummies and time 
dummies.  Robust standard errors in brackets * significant at 10%; ** significant at 5%; *** significant at 1%, 
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Table 7. Fixed Effects  
  
 Dep Var: Value of sales to j (EU, RoW, Home) 
 (1) (2) (3) (4) (5) (6) (7) (8) (9) 
          
EU dummy -1.388 -1.567 -1.071 -0.630 -0.429 -0.383 -0.582 -0.374 -0.575 

 [0.009]*** [0.014]*** [0.013]*** [0.005]*** [0.006]*** [0.006]*** [0.008]*** [0.007]*** [0.008]*** 
RoW Dummy -1.662 -1.878 -1.325 -0.789 -0.569 -0.523 -0.761 -0.513 -0.751 

 [0.009]*** [0.015]*** [0.014]*** [0.005]*** [0.006]*** [0.007]*** [0.008]*** [0.007]*** [0.008]*** 
Lnempl -0.076 -0.079        

 [0.007]*** [0.008]***        
Lnempl*EU 0.214 0.210        

 [0.002]*** [0.002]***        
Lnempl*RoW 0.244 0.236        

 [0.002]*** [0.002]***        
lntfp  -0.027 -0.075       

  [0.004]*** [0.004]***       
Lntfp*EU  0.055 0.153       

  [0.004]*** [0.004]***       
Lntfp*RoW  0.069 0.184       

  [0.004]*** [0.004]***       
Family dummy     0.165 0.190 0.115 0.203 0.127 

     [0.007]*** [0.007]*** [0.007]*** [0.007]*** [0.008]*** 
Family dum*EU     -0.285 -0.337 -0.188 -0.352 -0.202 

     [0.005]*** [0.006]*** [0.007]*** [0.006]*** [0.007]*** 
Family dum*RoW     -0.318 -0.374 -0.197 -0.390 -0.211 

     [0.005]*** [0.006]*** [0.007]*** [0.006]*** [0.007]*** 
TFP*Family      -0.072 -0.064 -0.066 -0.059 

      [0.005]*** [0.005]*** [0.005]*** [0.005]*** 
TFP*Family*EU      0.144 0.130 0.131 0.118 

      [0.007]*** [0.007]*** [0.007]*** [0.007]*** 
TFP*Family*RoW      0.154 0.138 0.146 0.130 

      [0.007]*** [0.007]*** [0.008]*** [0.008]*** 
Leverage        -0.013 -0.009 

         [0.004]*** [0.004]*** 
Leverage*EU        0.019 0.014 

         [0.004]*** [0.004]*** 
Leverage*RoW        0.025 0.019 

        [0.004]*** [0.004]*** 
Leverage*fam        0.027 0.024 

         [0.004]*** [0.004]*** 
Lev.*fam *EU        -0.044 -0.039 

         [0.005]*** [0.005]*** 
Lev.*fam *RoW        -0.040 -0.035 

        [0.005]*** [0.005]*** 
Indep. Man.       -0.150  -0.147 

       [0.009]***  [0.009]*** 
Indep. Man.*EU       0.336  0.336 

       [0.007]***  [0.007]*** 
Indep. Man.*RoW       0.397  0.394 

       [0.007]***  [0.007]*** 
TFP Index     -0.078 -0.070 -0.039 -0.034 -0.041 -0.035 

    [0.004]*** [0.004]*** [0.004]*** [0.004]*** [0.004]*** [0.004]*** 
TFP Index*EU    0.114 0.102 0.057 0.048 0.057 0.048 

    [0.004]*** [0.004]*** [0.005]*** [0.005]*** [0.005]*** [0.005]*** 
TFP Index*RoW    0.128 0.117 0.071 0.062 0.074 0.063 

    [0.004]*** [0.004]*** [0.005]*** [0.005]*** [0.005]*** [0.005]*** 
          
Size dummies No No Yes Yes Yes Yes Yes Yes Yes 
Size dum.* dest. No No Yes Yes Yes Yes Yes Yes Yes 
          
Observations 71959 67264 67270 67270 67237 67237 67237 66473 66473 
Number of firms 5954 5853 5853 5853 5853 5853 5853 5838 5838 
Log likelihood -292186.32 -271416.95 -278489.03 -279489.81 -277034.09 -276720.21 -274668.63 -273252.92 -271234.43

Notes: 
Coefficients for the regressors as estimated by poisson (given the exponential form of the distribution such coefficients 
represent directly the percentage variations) 
All specifications include controls (not reported) such as Age of the firm, workers’ skill ratio, and  employment in R&D 
in addition to size dummies (also interacted with destination dummies),  two-digit industry dummies and time dummies.  
Robust standard errors in brackets *significant at 10%; ** significant at 5%; *** significant at 1%, 
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Conclusions  
 
 
This paper examines whether the export decision of firms is somehow affected by their ownership 

structure. The key argument is that family firms are likely to be more risk averse than widely owned 

firms. This is an all eggs in one basket argument:  in the case of family firms most assets of the 

owners will likely be concentrated in the firm. In contrast, shareholders of widely held firms can 

diversify their assets through the market. Consequently, in the absence of complete insurance 

markets, the objective of family firms is to maximize the expected utility of their risk averse 

shareholders, and the objective of widely held firms the profits of their (behaving like) risk neutral 

shareholders.  

 

Risk aversion may be an obstacle to enter foreign markets, as far as these are perceived as more 

volatile and risky than the domestic one, particularly when such choice entices bearing relatively 

high sunk costs.  

 

We develop an illustrative theoretical model that shows how the combination between high risk 

aversion and low initial productivity may hinder family firms’ decision to enter foreign markets, 

particularly distant ones. We test this hypothesis for a sample of Italian companies. The problem is 

of great concern in Italy, where a large share of the firms are family owned. We do find that family 

ownership does indeed affect export choices in the expected way, and that this effect holds 

independently of productivity and management structure, i.e. whether independent managers rather 

than family members are running the firm. Family firms have indeed a lower share of their output 

sold in foreign markets, especially distant ones.  
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Appendix A: Sample Description 

 

Capitalia’s Observatory on Small Firms conducts every three years a survey on a representative 

sample of Italian firms. In this paper we use a dataset obtained by merging the three most recent 

waves of the survey, 1998, 2001 and 2004. The three surveys include respectively 4497, 4680 and 

4277 firms.  

The sample is selected with a stratified design on location, industrial activity and size for all firms 

with less than 500 employees. While all firms with more than 500 employees are included in each 

wave.  

We removed from the sample firms with missing values and inconsistencies on the variables of 

interests. In addition, the first and the last percentiles have been used as lower and upper thresholds 

for the trimming procedure that would exclude the extreme values. 

The following table describes the structure of the unbalanced panel of 8329 firms that is been used 

in the estimations. 

 
 
 
Table A1 Structure of the sample 

Years (survey) (1) (2) (3) (4) (5) (6) (7) tot 

2003-01 1774 1405 633       261 4073
2000-98  1405 633 661 775   3474
1997-95     633 661   2820 261 4375
Balance Sheet 2003-1992 2003-1992 2003-1992 2000-1992 2000-1992 1998-1992 2003-1992  
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Appendix B: Measure of Total Factor Productivity 

 

The measure of productivity used in this paper id Total Factor Productivity obtained as difference 

between the actual output and the one predicted by means of sectoral (by two-digit industry)  

production function estimations. Under the assumption of Hicks neutral Cobb Douglas technology 

we use logarithmic approximation of the value added10 production function where number of 

workers and capital stock are inputs. To solve the well known simultaneity bias11 we proxy for 

unobserved productivity shocks with material inputs as suggested by Levinsohn and Petrin (2003)12.  

The dataset does not include information on physical quantities so we use the nominal values of 

output or inputs. Therefore we make use of yearly deflators from ISTAT (2005) “Conti Economici 

1970-2004. For output we have sectoral wholesale price deflators while for capital and materials we 

use sectoral input price  deflators. 

Finally to compare productivity across firms, we construct a TFP Index dividing, for each firm, the 

exponential value of TFP by the respective year, industry and class size average. 

 

                                                 
10 Calculated as gross output net of services and material costs. 
11 Marschak and Andrews (1944). 
12 We also tried using the separate information on Investments as a proxy as suggested by Olley and Pakes (1996) but 
given that this methodology is valid only when firms report non-zero investments this would imply a severe truncation 
of our sample. 
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