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Political Economy of Governance Mode Choice
of Family Firms during Transition Period

PI Jian-cai

(School of Economicss Nanjing University, Nanjing 210093, China)

Abstract: The paper analyzes the governance mode choice of family firms
during transition period which depends on the tradeoff between the costs and bene-
fits of relation-based governance and rule-based governance. Our theoretical analy-
ses show that the effects of local governments will make family firms apt to adopt
the relation-based governance mode under some conditions, and the rule-based
governance mode under other conditions, which reflects the political economy of
governance mode choice of family firms.

Key words: family firm; governance mode; relation-based governance;
rule-based governance (FTHERE £ W)
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