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Trust Mechanism, Utility and Information
Cost in Family Business

LI Geng-ying, WANG Xiao-xian

(School of Economics, Jinan University , Guangzhou 510632, China)

Abstract: Recent years, some researches concerning family business hold
negative attitude to its traditional governance structure. Based on the intro-
duction of different internal trust mechanism of family business. the paper
illustrates the important role of trust mechanism in a family business by set-
ting up mathematical model and it shows, on the basis of analyzing the inter-
nal information cost of a family business, that such governance structure of
traditional family business as entrepreneur enterprise and family partnership
enterprise enjoy advantage in information cost because of more trust. There-
fore, presently it is a adaptable institution choice in the absence of credit
system in China.

Key words: family business; governance; trust; model; information cost
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