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Abstract. This paper examines the resilience of Chinese family businesses
(CFBs) by analyzing their financial performance during different economic
cycles, with a focus on the 2008 Global Financial Crisis. Characterized by
concentrated ownership, long-term orientation, and a focus on family reputation,
CFBs respond to crises differently from other types of enterprises in China.
Through a paired-sample analysis, the research evaluates their profitability and
financial structure during the financial crisis. The results indicate that CFBs
exhibit stronger financial performance and resilience during recovery phases but
face challenges with higher financial leverage and liquidity management during
economic downturns. This paper provides insights into the organizational
resilience of CFBs, offering guidance for policymakers, practitioners, and
investors to support CFBs through targeted policies and strategic investments.
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1 Introduction

Family businesses (FBs) play a crucial role in the global economy, contributing sig-
nificantly to economic output and social development. With increasing global eco-
nomic uncertainty, particularly after major shocks such as the 2008 Global Financial
Crisis and the COVID-19 pandemic, the sustainability of FBs has become a key con-
cern. FBs possess unique characteristics—such as governance structure, ownership
concentration, socio-emotional wealth (SEW), and long-term orientation (LTO)—that
influence their responses to crises. Research indicates that FBs often outperform
non-FBs in profitability and long-term performance due to their emphasis on
long-term goals and family reputation (Miller and Le Breton-Miller,2021)!!!. The
SEW framework highlights FBs' non-economic objectives, such as preserving family
control and inter-generational succession, which often lead to conservative financial
strategies during periods of uncertainty (Gomez-Mejia et al., 2011)1,

Chinese Family Businesses (CFBs) are typically directly controlled by founding
families, with family members actively involved in management. Influenced by Con-
fucian values emphasizing familism and loyalty, CFBs maintain high ownership con-
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centration, enhancing management commitment and reducing agency problems
(Amann et al.,2014)P]. This concentrated structure enables flexible decision-making
and rapid strategic adjustments during external shocks, helping CFBs sustain stable
financial performance. In China, FBs are widely distributed across various industries,
with significant presence in traditional sectors such as manufacturing, retail, real es-
tate, food services and agriculture. In recent years, with adjustments in China's eco-
nomic structure, some CFBs had successfully transitioned from traditional industries
to modern service and technology-intensive sectors through generational succession
or innovation-driven transformation. This diversification of industry distribution not
only enhances the competitiveness of CFBs in the global market but also strengthens
their overall risk management capabilities when facing external uncertainties.

This paper examines the financial performance of CFBs across different economic
cycles through the lens of organizational resilience. In FBs, resilience is reflected in
their LTO, resource integration, and flexible decision-making (Pal and Mattila,
2014). Although few studies have explored FBs performance during the COVID-19
pandemic (for example, Amaral and Da Rocha, 2023), but it is not quite applicable
to Chinese context yet. China has made some progress in economic recovery
post-COVID-19, but much challenges remain. Since China's economy has yet to fully
recover from the pandemic, this paper uses the relatively complete "recession- de-
pression-recovery" cycle period of the 2008 global financial crisis as the research
background. It applies resilience theory to financial analysis, offering empirical in-
sights into FBs performance in economic downturns. The research provides a practi-
cal reference for future studies on FBs resilience when facing external shocks, in-
cluding the COVID-19 pandemic.

2 Literature Review

2.1 Development of Organizational Resilience Theory

Resilience theory originated in ecology and psychology to describe the ability of sys-
tems or individuals to recover and adapt after external shocks (Holling,1973)[. With
increasing globalization and uncertainty, resilience theory has been applied to man-
agement, forming organizational resilience theory. This theory examines how firms
respond to crises and environmental changes to maintain or enhance core competen-
cies. Coutu (2002)!! underscores the role of a positive mindset and innovation, noting
that resilient organizations exhibit creativity and adaptability during crises, achieving
transformative growth. Ortiz-de-Mandojana and Bansal (2016)®! emphasize that re-
silience is influenced by culture, leadership, and organizational learning, in addition
to material resources. Duchek (2020) highlights that resilience involves both surviv-
al and transformation, enabling firms to identify new opportunities and gain a com-
petitive advantage. These concepts provide a theoretical foundation for further empir-
ical research on organizational resilience.
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2.2 Characteristics of FBs and Organizational Resilience

-LTO and Organizational Resilience

FBs are typically oriented towards long-term interests, focusing on the company's
sustainable development rather than short-term profits. Duchek (2020)!! suggests that
groups that survive adversity often possess a positive mindset, pragmatism, and opti-
mism, which help to minimize the negative impacts of adversity. The LTO of FBs
reflects this positive mindset. Hiebl (2021)!!% finds that the LTO of FBs provides them
with an advantage during economic downturns. This long-term focus is evident not
only in strategic decision-making but also in corporate culture, where the emphasis on
"dedication to a common goal" fosters internal talent and reduces key personnel turn-
over during crises. Moreover, strategic decisions are made with a long-term perspec-
tive, avoiding risky short-term speculation, thereby maintaining financial stability (De
Massis and Rondi,2020)!!,

- SWE and Organizational Resilience

FBs derive SEW from their emphasis on family reputation. Coutu (2002) ! notes
that survivors of adversity effectively utilize even limited resources to overcome
challenges. In FBs, this flexibility integrates SEW with decision-making processes,
where family reputation and long-term interests shape strategic choices (Jiang and
Kellermanns, 2021)!2], This allows FBs to adjust strategies during crises, maintaining
resilience and competitiveness. Schwaiger et al. (2022)!"3 find that Malaysian FBs
implemented emergency measures such as resource optimization and stakeholder
collaboration to cope with crises.

-Efficient Use of Resources and Risk Management

FBs often demonstrate frugality and efficiency in resource utilization. Coutu
(2002) ! highlights that adversity survivors maximize limited resources, a trait evi-
dent in FB financial management. The prudent approach enhances FBs’ survivability
during economic uncertainty (Calabrd et al., 20191'41),

FBs also manage human resources and social capital effectively. They emphasize
internal talent development and access external resources through informal networks,
enabling flexible resource allocation in response to external shocks. Amara and Da
Rocha (2023)" find that a small Brazilian family business successfully navigated a
crisis by optimizing resource allocation and strengthening communication.

-Corporate Culture and Internal Cohesion

The culture of FBs emphasizes trust and loyalty among family members, reducing
transaction costs and maximizing internal resources. Coutu (2002)[7 highlights that
adversity survivors often possess a positive mindset, minimizing its negative im-
pacts—a trait embedded in FBs’ corporate culture. This culture promotes shared val-
ues and goals, fostering strong internal cohesion and collaboration during crises (R6d
and Nordqvist, 2020)!'). Close family ties allow FBs to quickly convene, strategize,
and implement decisions, enhancing crisis response (Amann and Jaussaud, 2012)[1°],
Lin and Hsu (2014)["1affirm that FBs enhance their culture and cohesion to ensure
stability during external crises. Similarly, Miroshnychenko et al. (2024)["®! observed
that American FBs show strong resilience and response capabilities in crises due to
their internal cohesion.
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-Innovation and Adaptability of FBs

Despite perceptions of conservatism, FBs often innovate during crises, not just in
products and services but also in management models and business processes. Pal et
al. (2020)["*1 observed that Nordic FBs mitigate the effects of the pandemic by shift-
ing to online sales and optimizing supply chains. Innovation helps FBs adapt to ex-
ternal changes and maintain competitiveness. Their LTO supports resilience by al-
lowing them to endure short-term failures and fluctuations, thus securing a foundation
for long-term development.

3 Research Hypotheses

3.1 Hypothesis Development

The unique characteristics of CFBs, such as LTO, SEW, efficient resource utilization,
internal cohesion, and innovation adaptability, contribute to their resilience. These
traits enhance survival capabilities during crises and promote faster recovery. This
paper examines performance differences between FBs and non-FBs in China during
global financial crisis, focusing on financial performance and structure. It is generally
believed that FBs, due to their unique characteristics, exhibit stronger resilience by
emphasizing long-term growth over short-term profits (Amann et al.,2014)?%. Based
on this, the following hypotheses are proposed:

Hypothesis 1. In China, FBs outperform non-FBs in terms of profitability during
financial crisis.

This hypothesis is refined into sub-hypotheses:

Sub-hypothesis la. In China, FBs outperform non-FBs in terms of profitability
during economic downturns.

Sub-hypothesis 1b. In China, FBs recover faster than non-FBs in terms of profita-
bility during the early stages of economic recovery.

Sub-hypothesis Ic. In China, FBs exhibit greater stability and profitability during
stable economic recovery phase.

CFBs also adopt conservative financial structures characterized by lower leverage
and higher liquidity, as well as conservative financial management mode which helps
them withstand external shocks and maintain stability (Zhou and Li,20212!) Due to
fewer crisis-induced losses, it is easier for CFBs adjusting capital structure and re-
suming normal financial operations during recovery.

Therefore, the following hypothesis is proposed:

Hypothesis 2. In China, FBs' financial structures outperform those of non-FBs
during financial crisis.

This hypothesis is refined into sub-hypotheses:

Sub-hypothesis 2a. In China, FBs' financial structures outperform those of non-FBs
during economic downturns.

Sub-hypothesis 2b. In China, FBs' financial structures outperform those of non-FBs
during the early stages of economic recovery.

Sub-hypothesis 2c. In China, FBs' financial structures outperform those of non-FBs
during stable economic recovery phase.
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3.2 Background of the Financial Crisis and its Impact on China's Economy

The 2008 Global Financial Crisis, triggered by the U.S. subprime mortgage crisis,
rapidly spread worldwide, severely impacting the global economy. Although China
was less directly affected, it still encountered significant economic challenges.

As shown in Figure 1, prior to the financial crisis, China’s GDP growth remained
consistently high, peaking at 14.2% in 2007. However, the global economic slow-
down significantly impacted China's export-driven economy. By the 4" quarter of
2008, GDP growth dropped to 9.7%, and further declined to 9.4% in 2009, the lowest
since 2002, according to IMF’s statistics. Export growth also plummeted from 25.7%
in 2007 to 8.5% in 2008, and to -16.0% in 2009, reflecting the sharp decline in exter-
nal demand, particularly from Europe and the U.S.!.

—e— GDP Growth Rate (%)

Growth Rate (%)

2006 2007 2008 2009 2010 2011 2012 2013
Year

Fig. 1. China's Economic Indicators (2006-2013).

Economic Downtumn
Year 2009

Hypothesis 1a & 2a

Economic Recovery
FBs Year2010 Non-FBs

Hypothesis 1b & 2b

Eccnomic Stability
Year2012

Hypothesis 1¢ & 2¢

Fig. 2. Hypotheses Model.

In response, the Chinese government launched a RMB 4 trillion stimulus package
in November 2008, emphasizing infrastructure, technological innovation, and social

' General Administration of Customs of the People's Republic of China, 2010.
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security to stimulate domestic demand. These measures helped GDP rebound to
10.4% growth in 2010, demonstrating strong economic resilience?. The crisis
prompted increased efforts toward economic restructuring, focusing on domestic
consumption, manufacturing upgrades, and high-tech development?®.

To analyze the crisis’s impact on FBs and non-FBs, the effects of the 2008 finan-
cial crisis can be examined at three key time points in Figure 2.

4 Research Methodology and Data

4.1 Definition of Family Business

There is no universally agreed definition of FBs yet. However, most scholars identify
family "ownership" and "control" as essential criteria. Combining the views of
Chrisman et al. (2011)?21 and Wang(2010)12%, this paper argues that the founder fam-
ily's control of the core business and the concentration of FBs in specific industries are
also key criteria for defining CFBs.

To ensure data reliability, this study uses a Capital Market Weekly Report (26 July,
2008), which identified 421 family-controlled listed companies as of 2007, spread
over 34 sub-industries based on the classification by China Securities Regulatory

Commission (CSRC), as shown in Figure 3.
AO1 Farming -
AOQ3 Forestry -

A0S Animal Husbandry -
AO7 Fishery -
BO1 Coal Mining -
BO7 Nonferrous Metal Mining -
B50 Services for Mining -

€00 Food Manufacturing - 15
C01 Textile Manufacturing - 18
€02 Timber Processing - 4

C03 Papermaking - 11
€04 Petroleum Processing -
C05 Chemical Manufacturing &
€06 Pharmaceutical Manufacturing §

C99 Other Manufacturing -

DO1 Electricity Supply -

D03 Gas Supply -

E01 Building and Civil Engineering -
E05 Architectural Decoration -

Industry

FO3 Highway Transport -

F11 Carrying and Other Transport Services -
G81 Communication and Equipment &
G83 Computer Equipment -

G85 Communication Service -

GB87 Computer Application Service -
H11 Retail Trade -

H21 Commercial Brokerages -

101 Real Estate Development [ S -10

J05 Property Management -

K01 Public Facilities -

K30 Insurance -

120 Information Transmitting -

AENO - WwN

= OO |
=~ 6 S 8

Family Business Count

Fig. 3. Distribution of listed-FBs across industries in China (Conglomerate is not included).

Of these, 285 met the following criteria:

-The family founded the core business (even if listed through a shell company).
-Family members occupy senior management roles.

-The business operates within a single industry or a specific industry chain.

2 National Bureau of Statistics, 2011.
3 OECD, 2010. Economic Outlook: The global recovery.
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-The family has stable major business interests, excluding purely financial invest-
ments.

These FBs emphasize the family’s concentration on the core business, long-term
development, corporate reputation and family continuity, aligning with the research
focus of this paper. They form the sample pool for the study.

4.2  Empirical Methodology Design

To systematically compare FBs with non-FBs that share similar characteristics and
ensure that performance differences are genuinely attributed to the nature of the busi-
nesses, this paper employs a matched-pair analysis of FBs and non-FBs of similar
scale (measured by sales or employee count) within the same industry (based on the
classification by CSRC). After excluding companies with missing or anomalous data,
financial institutions, and those with unclear primary businesses, 98 pairs were
formed finally. Each pair consists of one FB and one non-FB of the same size within
the same industry. A paired sample T-test is conducted to compare the differences of
various financial indicators between FBs and non-FBs, minimizing the impact of
external factors (such as historical reasons) on the results. Data indicate on Forbes
China that by 2012, in mainland China, only 7% of family-controlled listed compa-
nies had been taken over by the second generation. The figure was even much less in
2008. During that period, Chinese enterprises were still in their early stages of devel-
opment. Therefore, this paper does not include company age or generational partici-
pation as variables. All financial data were obtained from the Infinancials Data data-
base.

Stata 15.0 was used as the testing tool to operate paired sample T-tests on various
financial indicators for all matched-pairs, followed by a wilcoxon test to examine the
proportion of pairs where FBs outperformed non-FBs. For each financial indicator,
the average difference between FBs and non-FBs was calculated, and the significance
of this difference was tested at the 5% level. The testing years are 2009, 2010, and
2012, which respectively represent the three stages of the crisis: economic downturn,
early stage of economic recovery, and stable economic recovery phase.

5 Conclusions and Discussion

5.1 Hypothesis 1: FBs Outperform Non-FBs During Financial Crisis

As detailed in Table 1, the results for 2009, 2010, and 2012 support Sub-hypotheses
la, 1b, and lc, respectively. FBs significantly outperformed non-FBs in key financial
indicators, including ROE, ROCE, EBITA/Sales, EBIT/Sales, and Net Income/Sales.
In 2009, all indicators were significant at the 1% level. In 2010, apart from ROE (sig-
nificant at 5%), the other indicators remained significant at 1%. In 2012, ROCE was
significant at 5%, while the other three indicators were significant at 1%. FBs outper-
formed non-FBs in 60-70% of the matched pairs across all three years, demonstrating
stronger profitability and resource efficiency during both the crisis and recovery pe-
riods.
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Table 1. Profiability of FBs and non-FBs during financial crisis

2009 2010 2012
Average Average Average
. oo e ol . o ol o signic
Ratios|n NFB FB Differ- Slgl.llﬁ- pairs in _ NF FB Differ- Slgl'llfi- pairsin \pn pp Differ- fica. Pairs in
ence cation favorof B ence cation favor of ence oo favor of
FBs FBs FBs
Net
Sales lg 41 825.827.6 8
Growt|, 2.73 o~ 691  0.036 42.70% COUT <177 0.665 56.47%|, 2.5 3.11 -0.61 0.804 48.78%
9 8 54 1 2
h (lyr)
%
EBITD|
A
Growt|23.592.04 5.63 0421 56.72%|° 187242 551 0352 40.8%| 10554 51 038 s479%
7 11 3 3 4 4
h (1yr)
%
EBIT
th‘l’;V:)?-l.sm.m 381 0652 sesawlo N0 st 0743 s0.00% |3 78 X0 475 0.485 4828%
%
Net
Income]

Growt M 9' 3.28 -15.47 0.147 60.42%3 9' 139 7.49 0.388 45.24%;—9.474.86 -14.33  0.16 50.00%
h (1yr)
%

RSE g 7.34 126'5 -5.22 0 64.04% ?9.36129'1 -2.83  0.065 56.04% ? 4.166.85 -2.69 0.042 58.24%
0
R?/CE g 7.37 129'9 -5.62  0.001 64.77% Z 9.8212'8 -6.02  0.002 63.83% g 5.76 8.82 -3.06 0.019 59.09%
0
EBITD|
A [811.1160 . 8115156 g 134 .
/Sales |5 2 5 -4.92 0 63.53/07 4 2 -4.08  0.003 62.07%)7 7.81 5 -5.61 0 63.22%
%
EBIT
/Sales 2 6.93 129'2 -5.36 0 67.06% 2 7.881!7'9 -4.1 0.002 62.35% g 449 9.3 -481 0.001 67.78%
%
Net
Income|8 8 8

4.627.69 -3.07 0.005 57.32%|,5.48831 -2.84 0.007 59.77%]|, 2.445.55 -3.11 0.005 62.07%
/Sales |2 7 7

%

FBs’ superior performance stems from their strategic LTO and prudent manage-
ment, enabling them to control costs, optimize resources, and reduce losses during
downturns (Amore et al., 2022%4). Their ability to maintain financial stability through
internal funds helps them achieve higher profitability. During the initial recovery
period, FBs’ centralized and flexible decision-making enables quick adjustments to
market opportunities, facilitating faster financial recovery (Amaral and Da Ro-
cha,2023) B, This agility allows FBs to strengthen their market position through stra-
tegic investments and innovation in operations and management (Pal and Mat-
tila,2020).

In stable economic recovery phase, FBs maintain stability and profitability through
long-term strategies and resource integration (Miller et al., 2016)™°]. Their internal
cohesion and shared values further support financial performance and competitiveness
(Wiatt et al., 2020)?%. These findings validate hypothesis 1 and its sub-hypotheses,
illustrating that CFBs' resilience and strategic focus lead to superior financial perfor-
mance in uncertain environments.
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5.2 Hypothesis 2: FBs Outperform Non-FBs in Financial Structure During
Financial Crisis

Table 2 presents the results for financial structure indicators, including financial lev-
erage, short-term solvency, cash conversion efficiency and inventory turnover effi-
ciency. However, no significant result were observed in 2009 and 2012, failing to
support sub-hypotheses 2a and 2c¢. In 2010, FBs underperformed non-FBs in financial
leverage, inventory turnover days and accounts receivable turnover, with significance
levels of 1%, 5%, and 1%, respectively, contradicting sub-hypothesis 2b. These re-
sults highlight challenges in the financial structure of CFBs during economic crisis.

CFBs displayed higher financial leverage in 2010, likely due to their reliance on
debt financing. Governance opacity and lower credit ratings restrict their access to
equity financing, prompting a preference for debt to maintain family control (Amann
and Jassaud., 201201%1). This leads to less favorable leverage structures.

The accounts receivable turnover ratio was also lower, which may be attributed to
FBs' reliance on customers—often SMEs—who faced similar financial pressures
during the crisis. Additionally, FBs prioritize long-term relationships, adopting lenient
receivables policies to sustain these partnerships, impacting turnover efficiency.

FBs' lower inventory turnover in 2010 reflects conservative inventory strategies
during the crisis. Faced with uncertain demand, FBs likely increased inventory levels
to mitigate market fluctuations, resulting in accumulation when demand did not re-
cover as expected. Here is in line with Michiels and Molly (2017) 271,

In summary, the results do not support hypothesis 2 but reveal structural challenges
in CFBs during financial crisis, including high financial leverage, low accounts re-
ceivable turnover, and reduced inventory efficiency. These findings highlight the
distinct financial practices of CFBs, shaped by limited financing options, customer
strategies, and the need to maintain control and relationships during crises.

Table 2. Financial structure of FBs and non-FBs during financial crisis.

2009 2010 2012
Average Average Average
- 0/.0 Of . Signi- o/.o Of . Signi- ”/.oﬂf:
Ratios n NF FB Differ- S]gl"ll- pairsin \op rB Differ- fica. PAITSIN - yop EB Dif- fica PAIrsin
B ence fication favor of ence .o favor of ference tion favor of
FBs FBs FBs
Free
Cash 1} 5 6-38.8 1-15.5-19.7 2-28.2-37.8
Flow . 3622 0.179 25.00% ’ 427 0.808 41.18% ’ 7 9.59 0.494 37.50%
2 4 6 72 9 4 2 1
Growth
(1yr) %
Fin.
//]3;2;;22'722'4 -3.7 0506 52.94% ;220 291'4 -4.38 0.279 29.41% ;25.9 22'9 -3.05 0.564 41.18%
%
Fin.
&i‘?tygzi’;‘“? 96 0079 6552%5 03175 2082 0 31ae% 317207 69 0127 25.88%
%
Net g 9 8
Debt 10.290.35 -0.06  0.517 50.55% 3 033033 0 0.989 52.69% 3 0.350.37 -0.02 0.839 50.00%
/Equity
Net |8 2.1 2.01 -0.09 0.879 50.56%|8 0.5 1.02 -0.52 0.342 47.13% |8 2.63 2.8 -0.18 0.875 52.38%
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Debt |9 7 4
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/Assets|3 4 5

5.3  Conclusion and Implications

This study empirically analyzes the financial performance of FBs and non-FBs during
the 2008 global financial crisis in the context of China, examining CFBs resilience in
crisis. The findings indicate that CFBs demonstrate strong financial performance ad-
vantages, particularly in profitability, during crises. However, their financial structure
does not show the same superiority, with higher financial leverage and lower inven-
tory turnover efficiency observed in certain years. These results highlight both the
resilience and financial management challenges faced by FBs in China.

By validating FBs performance across different crisis stages, this study provides
empirical evidence on FBs resilience and survival capabilities during global economic
turbulence. It also underscores the unique characteristics and limitations of CFBs'
financial structure management, offering valuable insights for future research.

The study holds relevance in the context of global challenges such as the
COVID-19 pandemic, which has severely impacted economies and business opera-
tions. Understanding business resilience during external shocks can help address sim-
ilar challenges in the future. The findings demonstrate that the unique characteristics
of CFBs, such as ownership structure, financial strategies, SEW and LTO, signifi-
cantly influence business performance during crises.

-Policy and Management Implications:

For policymakers, supporting FBs during crises is crucial to maintaining economic
and social stability. This could include targeted measures such as tax deferrals, loan
guarantees, and export credit insurance to help businesses access new markets. For
FBs managers, accelerating digital transformation can enhance risk management and
resilience against market fluctuations. Investors, despite concerns over FBs’ financial
structure (e.g., higher leverage and lower turnover), should recognize their strengths
in profitability, resource utilization, and cautious spending. FBs can offer stable re-
turns through effective resource management and long-term strategic focus, making
them reliable investment options during economic uncertainty.

-Limitations and Future Research:

This study focuses on data from the 2008 global financial crisis. Future research
could incorporate more diverse crises, such as the COVID-19 pandemic, to provide a
broader understanding of FBs resilience in China. Additionally, expanding the analy-
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sis to FBs in different countries could reveal how cultural and institutional factors
influence resilience performance across varied economic environments.
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