€]BJ€E|RE A} oven ncees

Entrepreneurial Business and Economics Review

2019, Vol. 7, No. 4 10.15678/EBER.2019.070406

Internationalisation as Institutional Escape for Family
Businesses in Conflict Zones: Evidence from Afghanistan

Muska Hanify, Omar Al Serhan, Sarath W.S.B. Dasanayaka,
Kimberley Catherine Gleason

ABSTRACT
Objective: The objective of this article is to investigate the use of internationalisation
to “escape” the institutional voids present in conflict economic systems, through in-
terviews with fifteen Afghan family business leaders who run businesses in Kabul.
Research Design & Methods: Relying on grounded theory, we explore the role of in-
ternationalisation in providing security and stability for family businesses in conflict
zones. In total, fifteen family business leaders were interviewed by three members
of the research team working in pairs, after an analysis of transcripts subsequently
described over the course of the interview process.
Findings: We find that Afghan family business leaders demonstrate interest in interna-
tionalisation as a method of escaping institutional voids in the domestic environment,
and that their most commonly cited motive in doing so is to obtain legitimacy in foreign
markets through the establishment of quality standards.
Implications & Recommendations: The appropriate way to proceed with international-
isation is to follow a stepwise process, so that family business leaders can draw upon both
strengths inherent in their family and also engage in organisational learning through re-
lationships with family businesses in neighbouring countries with similar cultures.
Contribution & Value Added: We contribute to institutional theory by advancing our
understanding of how insecurity, lawlessness, and tribalism play a role in the inter-
nationalisation of family businesses in conflict zones and to the family business liter-
ature by documenting how family business internationalisation is a response to do-
mestic institutional voids.
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INTRODUCTION

Afghanistan has been consumed by distinct waves of violent conflict within the lifetime
of an Afghan towards the end of his or her life expectancy of sixty years: the So-
viet/American proxy war in the 1980s, the brutal Taliban rule, which killed over a mil-
lion people and ended in 2001, and the US occupation and ensuing insurgency, which
may presently be giving way to an even more ominous regime consisting of the Islamic
State and the Taliban. As of 2018, the Afghan is the world’s least powerful passport in
terms of the number of countries that permit Afghan entry without a visa (Global Pass-
port Power, 2019). Over half of the population lives in poverty, the unemployment rate
is 40%, financial capital for business development is extremely scarce, while corruption
is among the worst in the world (World Bank, 2019). Suicide bombings are familiar
events even in the heavily protected Green Zone of Kabul.

Institutional theory provides a theoretical basis for assessing internationalisation
by conflict zone family-owned businesses. In particular, given the characteristics of the
Afghan economic and social environment, we argue that the co-option of formal insti-
tutions of governance and jurisprudence by oppressive, powerful forces creates an op-
portunity for Afghan family business leaders to engage in “institutional escape”
through the establishment of foreign markets. The aim of this paper is to provide in-
sights into how conflict zone family business leaders perceive internationalisation.
Through a qualitative research method, we interview fifteen Afghan family business
leaders and obtain insights into how internationalisation is viewed as a survival strategy
in the context of the stage model theory.

The importance of this research lies in its implications for family business leaders
in conflict zones and failed states worldwide. From a practical perspective, our results
have implications for various levels of government in Afghanistan and for nongovern-
mental organisation in terms of supporting internationalisation; from a theoretical per-
spective, we identify a gap in the literature by documenting how warlords in country
tribalism — referred to as “the Mafia” by our sample participants — and extreme re-
source constraints (cf. Arregle, Duran, Hitt, & Van Essen, 2017) limit the volition of fam-
ilies in governing these enterprises. Exposure to new products, markets, and ideas
which occurs due to internationalisation is significant, but also critical is the oppor-
tunity to observe how business functions in “normal” peace-time environments. These
insights cannot be obtained in Afghanistan, thus necessitating internationalisation. For-
eign development aid should promote the interests of these family businesses in sup-
porting the establishment of a framework for establishing export markets and partner-
ships in non-conflict zone neighbouring countries.

The paper proceeds as follows. In the framework of an exploratory study, we first
describe the literature on the subject of family business and internationalisation and
present our research questions. We then present the materials and methods used in
our analysis of our research questions. Our results and discussion follows, and we con-
clude the paper, in which we provide limitations of the study, along with recommenda-
tions for subsequent research and for policymakers based on our findings.
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LITERATURE REVIEW

Institutional Theory and Family Owned Businesses

The family business is the most enduring organisational business structure, comprising 80%
to 98% of world’s businesses according to Poza (2013), who reviews the social science re-
search on family-owned firms. A family business means a set of individuals from a family who
work or own the same business. It can be difficult to distinguish family business from other
businesses in terms of operations and objectives; although a number of definitions exist
(Bouges, 2013; Poutziouris, Smyrnios, & Klein, 2008; Kemppainen, 2011; Short, Payne,
Brigham, Lumpkin, & Broberg, 2009). Each of these studies propose own definitions after
a review of the relevant literature. We rely on the definition proposed by Chua, Chrisman,
and Sharma (1999), which posits that, “The family business is a business governed and/or
managed with the intention to shape and pursue the vision of the business held by

a dominant coalition controlled by members of the same family or a small number of families

in a manner that is potentially sustainable across generations of the family or families.”*

In a theoretical framework, Casson (1999) argues that the defining characteristics of
family-owned businesses lie in the cohesion generated by the dynastic motive, which en-
courages trust among family members across generations. De Massis Kotlar, Mazzola,
Minola, and Sciascia (2018a) review recent studies on family-owned firms, and explain that
recent research indicates that these features involve family business leaders pursuit of non-
economic goals (Kotlar & De Massis 2013; De Massis et al., 2018a) and the centralisation of
administrative of control (Carney 2005). The features of family-owned firms regarding emo-
tional investment in the business and dynastic intention are tied to “patient capital” (De
Massis et al., 2018a) — a willingness to invest long-term rather than to meet quarterly earn-
ings numbers — and superior governance relative to non-family-owned firms, which is re-
vealed through lower agency costs, as document empirical analyses (Denis, Denis, & Sarin,
1999; Chrisman, Chua, & Litz, 2004). Furthermore, family-owned firms tend to exhibit
strong family brand identity and greater depth of knowledge of the business (Miller & Le
Breton-Miller, 2005). These same features also lead family-owned business leaders to ex-
hibit greater risk aversion (Casson, 1999) and to be more conservative in decision-making
(Gémez-Mejia, Makri, & Larraza-Kintana, 2010). Moreover, family firms face greater re-
source constraints in terms of the availability of professional management (Graves &
Thomas, 2008) and financial capital (Anderson & Reeb, 2003).

Institutional theory argues that “structures — however defined — do matter” (Peters,
2012), whether formal structures of government or informal structures rooted in cultural
values. The family business is an institution grounded in family governance through the
control of decision rights in some form; i.e., through the nuclear family, kinship group, or
ownership of equity in the case of external professional management (Leaprott, 2005). An
external institution — such as the government, insurgents, or organised crime groups —can
engage in coercion of the family business in order to achieve a legitimacy of its own. The
family business structure is a means to fulfil needs beyond simply security, but also the
self-actualisation of family members (Leaprott, 2005).

1 All of our sample Afghan SMFEs meet these criteria.
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Institutional theory also argues that formal institutions seek legitimacy from values
present in the cultural framework by “acting collectively” on shared values (Meyer & Ro-
wan, 1977). From an institutional perspective, a misalignment can develop between the
institutions of the formal and cultural sectors, such as laws and rules established through
the justice system and government and — for cultural sectors — including the values held
as cultural norms. When this misalignment occurs, institutional voids are created (Mair &
Marti, 2009). These voids can remain empty, thus requiring strategic behaviour from firms
to compensate for it, or it can be filled with a variety of pro- or anti-social institutions.

Family is the single most important institution in the Afghan society (Dupree 1997; Mul-
ler & Paulien 2011; Omidian, 1996; Smith, 2009), which is relied upon as the primary source
of economic and socioeconomic capital. Afghan is a collectivist society, in which important
decisions related to business and social dealings are determined within the family. The ex-
tended family is one’s social environment, with agency over personal decisions such as mar-
riage, educational decisions, and migration decisions, while families represent a “harbor of
trust and comfort that cannot be found elsewhere” (Fisher, 2013). Family-owned firms em-
ploy more than one-third of the Afghan population eligible for work (Mashal, 2014). There-
fore, from an institutional theory perspective, a family is the central platform for business
organisation in less developed countries without functioning external capital markets, so
family businesses face compelling “institutional voids” in terms of traditional mechanisms
of economic and political governance, as these are either absent or extremely corrupt. Busi-
ness in Afghanistan exhibits a curious duality: it simultaneously refers to the corruption of
political leadership as an illegitimate sector network (i.e. through a warlord, clan, or “ma-
fia”) and to the natural context of an extended family business as a source of support for
economic and social activity (Ahmad, 2018). In a sense, the “family business” can either
represent the most enduring human organisation or a pervasive and oppressive force that
undermines access to capital and economic growth in order to retain power. A family busi-
ness leader in this context may wonder what kind of opportunity exists for his or her busi-
ness and the future generations who might run the business. The literature in conflict zone
entrepreneurship indicates that the available choices for survival often boil down to be-
coming either predator or prey (Sanders & Weitzel 2013).

Institutional theory has been applied to describe circumstances in which interna-
tionalisation, such as trade or foreign direct investment, occurs due to institutional voids
in the local environment. Bhaumik, Driffield, and Pal (2010) and Carney, Duran, van Es-
sen, and Shapiro (2017) argue that the country specific formal and informal institutional
attributes contribute to the decision to internationalise. For instance, Dunning (1996)
argues that outward foreign direct investment occurs to escape burdensome restrictions
at home, while Caves (1996) makes a similar argument regarding tax regimes. Schoppa
(2008) finds that outward FDI is a form of escape from onerous institutional environ-
ments. Gordon and Hines (2002) show that companies relocate their nation of incorpo-
ration to avoid oppressive taxation regimes.

The Afghan economic ecosystem can be considered a “warlord economy” in that it
suffers from characteristics of institutional failure common to conflict zones: lawlessness,
corruption, and poverty. In this environment, a predator-prey relationship forms when
powerful entities co-opt the institutions of governance towards rent-seeking activities,
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and divert economic resources generated from extortion, fraud, kidnapping, and terror-
ism towards entrenching own power. In these environments, the warlord takes the place
of the state and diverts economic activity to maintain control. At low levels of economic
development, when respect for property rights is low, these warped institutions gather
strength and the economic system evolves to the point where the government and judi-
cial system themselves become tools of the warlords (Mehlum, Moene, & Torvik, 2003).
To survive, entrepreneurs in the warlord economy must choose between joining the war-
lords or becoming prey, if they wish to remain in the domestic environment (Sanders and
Weitzel, 2013). However, we argue that internationalisation is a mechanism to escape
the situation —and thereby avoid being predator or prey —for family businesses in conflict
zones such as Afghanistan.

Family-Owned Firms and Escape through Internationalisation

Many family-owned businesses acknowledge that internationalisation is an important step
to business success, stability, and expansion (Claver, Rienda, & Quer, 2009). However, ra-
ther than strictly economic objectives, it is considerations of the socioeconomic wealth of
the family (status, emotional attachment, control over decision-making, social relationships
with stakeholders) that may lead family firms to neglect internationalisation and focus on
domestic markets (Gomez-Mejia, Haynes, Nufiez-Nickel, Jacobson, & Moyano-Fuentes,
2007; De Massis, Kotlar, Wright, & Kellermanns, 2018a). Greater risk aversion exhibited by
family-owned firms may also preclude “taking chances” outside of the norm, while human
capital and financial capital constraints may further preclude internationalisation. Graves
and Thomas (2008) argue that family business leaders exhibit some level of dissonance re-
garding ties to their home country and interest in globalisation.

The literature on family business internationalisation shows that Afghan family busi-
nesses encounter a variety of constraints that inhibit their ability to grow even in the most
conducive operating environments, including limited access to financial and human capital
and an unwillingness to share control with outsiders. For a nontrivial part of the population,
the main challenge that family businesses face is the constant threat of physical violence due
to war, armed insurgency, or hostile occupation. Thus, family business groups must leverage
the operational advantages they have from the family structure in these conflict environ-
ments to ensure the survival of their business but also the family itself. However, domestic
and global policymakers do not prioritise support of internationalisation by family-owned
firms, because the government pays more attention to strategies related to imports. As a re-
sult, the export orientation of Afghan businesses has been largely neglected. In terms of es-
cape, internationalisation may help Afghan family businesses generate stable cash flows
when local demand is low, decrease production costs, and enter low cost markets.

Furthermore, institutional environments, in which social structures, rules, cultural norms,
and routines establishes authoritative guidelines for social behaviour and —according to Yang
and Su (2014, p. 721) — the authoritative guidelines which are the constructs of institutional
theory, “exert significant effects on organisational behaviour, structure, strategy, governance,
and process,” which may also play a role in the intentions of these family businesses to inter-
nationalise. Thus, from the perspective of Arregle et al. (2017), the resource set required for
successful internationalisation is either non-existent or extremely weak.
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Therefore, for family-owned businesses to internationalise, family business leaders
must anticipate benefits that outweigh their natural tendency towards conservatism. Fur-
ther, Verbeke and Kano (2012) and Hennart, Majocchi, and Forlani (2017) argue that —
given an optimal level of internationalisation for each firm — research should assess the
conditions under which family-owned firms move towards or away from the optimal level.
Institutional theory provides a framework for assessing the trade-offs associated with in-
ternationalisation in conflict zones, where warlord economy effectively filled the institu-
tional void. It is a means of escape for the family from the institutions absent in the home
country or, as Gomez-Mejia et al. (2007) argues, geographically concentrated business
risks. Furthermore, the long-term orientation that generates “patient capital” of family-
owned businesses may benefit them in terms of long-term planning required to success-
fully internationalise and escape the institutional voids.

In sum, the domestic institutional infrastructure in Afghanistan presents many challeng-
ing voids filed by anti-social entities — such as drug lords and other organised crime networks,
the Islamic State, and the Taliban —which creates a need for escape with the use of the unique
institutional qualities of family-owned businesses. However, the characteristics of family-
owned businesses generate socioeconomic trade-offs to internationalisation. Therefore, our
first research question relates to institutional theory and the perception of the net effect of
trade-offs of internationalisation by Afghan family businesses:

RQ1l: Given the institutional voids present in Afghanistan, how do Afghan family
business leaders view internationalisation?

Institutional theory describes the nature of institutional voids, from which entities es-
cape. In the Afghan context, many functioning institutions are at best absent and, at worst,
co-opted by the warlord economy. On any given day, an academic in the West might notice
news related to a suicide bombing or insurrection in Afghanistan. In fact, the Suicide Attack
Database of the University of Chicago identifies 1164 suicide attacks in Afghanistan, caus-
ing 5427 deaths and 13885 injuries, with a kill rate yield of 4.7 per attack, between 1974
and 2016, making it a fairly routine event that Afghan business owners have to live with
(http://cpostdata.uchicago.edu/search_results_new.php). Referred to as the “city of con-
crete blast T-walls” among the expats who live there, Kabul is one of the least hospitable
capitals on Earth in which to do business from a number of perspectives, including weak
security conditions, corruption, instability, infrastructure problems, a low educational
level, and high poverty. What opportunities for long-term growth are available to family
business leaders in on ongoing war zone characterised by a population of 36.6 million, half
of which is under the age of 21 and has never experienced a peacetime environment, 70%
of which is illiterate, and where the life expectancy is below 60 years of age? At present,
family businesses in Afghanistan operate only in their local markets — Kandahar or Kabul -
although some have facilities and distribution throughout the country, while most find it
difficult to internationalise due to many resource constraints. As one of the poorest coun-
tries in the world, demand for products and services of Afghan SMFEs is chronically low.
Sociocultural constraints on women further reduce the ability of Afghan SMFEs to grow
and expand even in the local market, not to mention abroad.

The literature uncovers a number of characteristics, which limit family businesses in
pursuing internationalisation. Arregle et al. (2017) summarise the family business interna-
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tionalisation literature, observing a distaste by families for outside knowledge and re-
sources. This restriction on assets and human capital results in a lower orientation towards
internationalisation of family-owned firms. Pukall and Calabro (2014) argue that risk per-
ception and interest in socioeconomic wealth impacts the manner in which family-owned
business internationalisation proceeds. Calabro, Torchia, Pukall, and Mussolino (2013) ar-
gue that at very high levels of family ownership, managers of family-owned firms exhibit
greater risk aversion and greater reluctance to pursue internationalisation, while Calabro,
Campopiano, Basco, and Pukall (2017) find that German family business owners obtain
external human capital to navigate the internationalisation process. In Afghanistan, given
the low educational level even in the capital, outside expertise in modern management
practices would be difficult for a family business to obtain domestically. The human capital
void present in Afghanistan would make it difficult to internationalise successfully, but on
the other hand, the relatively high educational indicators in neighbouring countries pro-
vides an opportunity for businesses who manage to internationalise to obtain the mana-
gerial talent pool to succeed.

At the same time, internal and external challenges for Afghan family business owner
survival in Afghanistan have increased, while questions remain regarding the competitive-
ness of local businesses and their ability to survive large-scale political transitions in a system
dominated by warlords. Compounding the problem of the prioritisation of import substitu-
tion by the government at the expense of the development of a formal export sector is col-
lusion in the grey market. Between 70% to 80% of exports are unregistered, and thereby
operate beyond the periphery of the formal economy (Mashal, 2014). The wealth maximi-
sation strategy for these businesses involves the export of their products through
a “mafia of exporters” called the “Commission,” which negatively affects the quality of prod-
ucts and revenue of the country (Mashal, 2014). Our second research question seeks to iden-
tify which aspects of institutional voids in Afghanistan’s warlord economy are the most crit-
ical push (or exo) considerations for escape for Afghan family business leaders.

RQ2: Which institutional voids in Afghanistan provide the strongest motivation
for Afghan family business leaders to escape through internationalisation?

Theories of internationalisation differ in terms of their predictions for which character-
istics of businesses lead to successful internationalisation. In that the internationalisation of
entrepreneurial ventures is based on the entrepreneur’s unique proximity to customers and
markets that support the business, Afghan family-owned business leaders may have unique
knowledge-based assets that could allow them to internationalise. As posited by Antoncic
and Hisrich (2000), the human and social capital of entrepreneurs who work for the SMFE
sector may facilitate internationalisation. For instance, borders between Afghanistan and
Iran or Afghanistan and Pakistan are relatively porous, while their respective languages are
comparable. There is a large expatriate Afghan community in several countries that border
Afghanistan, among which community, family, tribal, and social ties could facilitate business
exchange. On the other hand, the previously mentioned stability and security situation is
such that Afghan SMFEs may not have the luxury of considering expansion in Afghan prov-
inces, not to mention foreign markets. Pukall and Calabro (2014) argue that risk perception
and interest in socioeconomic wealth impacts the manner, in which family-owned business
internationalisation proceeds. Furthermore, many family firms that internationalise prefer
to do business with other family businesses in their target foreign markets, possibly because
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they have comparable governance, shared values, incentive alighnment, and objectives,
which helps to bridge national borders and cultural barriers between them (Okoroafo, 2010).
This tendency towards isomorphism is likely better executed in neighbouring countries,
which share similar cultural features like language.

The strategies for internationalisation of Afghan family-owned businesses are also tied
to the unique characteristics of family-owned firms and to the institutional voids they seek
to escape. Gomez- Mejia, Makri, and Larraza-Kintana (2010) argues that family firms prefer
to internationalise in geographically and culturally similar environments. Hernandez, Nieto,
and Boellis (2018) find that family-owned firms seek locations for internationalisation with
greater institutional quality, consistent with the idea of institutional escape. Yamanoi and
Asaba (2018) find evidence that host country institutional quality as measured by the level
of corruption also impacts entry strategy, in that high levels of host country corruption are
significantly and positively correlated with greenfield investment versus acquisitions. How-
ever, these studies focus on firms from the West or Japan, and little remains known about
internationalisation strategies of conflict zone entrepreneurs.

The literature on internationalisation argues that firms choose from several different
processes to extend their reach beyond borders. The network approach developed by Jo-
hanson and Mattson (1988) argues that the internationalisation process is based on build-
ing relationships and maintaining them for the purpose of attaining the organisation’s ob-
jectives. Network relationships inspire and influence firms to internationalise and creates
the opportunity to get market specific information and establish a supply chain in the for-
eign market. It also helps the firm obtain business and political contacts establish reputa-
tional capital through earning trustworthiness and reliability in the new market. Among
others, Hennart (2014) describes the sudden internationalisation of “Born Global” firms,
who internationalise from inception. Varghese (2015) states that there are five stages of
internationalisation in the staged theory: (1) the development of the local or domestic
market to the point when a firm gains production and financial confidence through organ-
isational learning; (2) market research; (3) planning process, in which the company
chooses its target country for the business expansion; (4) the establishment of the primary
plan for entering the potential market, often implemented by starting with a small amount
of exports to the target country and then extending the businesses if the primary plan for
entering the market is successful; and, lastly, (5) using ownership intensive foreign direct
investment like acquisitions, strategic alliances, and joint ventures. Hence, our third re-
search question addresses the strategies considered ideal for Afghan family business own-
ers to pursue internationalisation:

RQ3: What internationalisation processes do Afghan family business leaders be-
lieve provide the best means of institutional escape?

The bottom line for any business owners is the value of the firm to the owners, and Af-
ghan business owners rightly seek the best ways not only to escape the current institutional
void that hinders their progress and growth in the domestic market but also to generate in-
come from different streams as a safety measure to mitigate the ever deteriorating domestic
political, economic, and security environment. Hence, this question explores the strategies
considered ideal for Afghan family business owners to pursue internationalisation.
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MATERIAL AND METHODS

In this study, we adopt grounded theory and qualitative research methodology by em-
ploying the interviewing method of data collection to obtain family business leaders’
first person perspectives on internationalisation. The survey was pilot tested on a sam-
ple of MBA students at a university in Kabul, then administered in compliance with the
university’s Internal Review Board processes. An initial sample of firms was obtained
from the Afghanistan Chamber of Commerce and Industry.

Firms from the list were contacted by phone and email to obtain recommendations
for survey participants, after which snowball sampling yielded additional family business
leaders of firms divided into six broad industry categories: textiles, agriculture, food and
beverage, manufacturing, transportation, and services. As there is limited research relat-
ing to this study and its location, a convenience sampling approach was adopted in the
form of conventional snowball sampling technique for the qualitative stage of this study.
Conventional snowball sampling technique is known as a technique, in which one person
provides the researcher with the name of another person to take part in the research and,
in turn, this latter person provides the name of a third person to the researcher, and so on
(Vogt, 1999). As documented by Bullough, Renko, and Myatt (2017), whose research in-
volves interviews with Afghan entrepreneurs, snowball sampling is often the only way to
obtain a sample in a danger zone environment with a low literacy rate and high suspicion
of outsiders; mainly because Afghanistan is a “hard to reach population” — according to
Marpsat and Razafindratsima (2010) — in that its population is hard to identify, has no
sampling frame, and its behaviour is unknown. The combination of these elements may
lead to a poor selection of participants or places to approach them. This sampling tech-
nique is a non-probability sampling technique, in which research participants are identified
and recruited by identifying a few individuals from the research population, and then ask-
ing those individuals to refer other qualified individuals. To minimise bias in this stage of
data collection, the researchers’ first contacts were not interviewed; however, they were
asked to refer qualified subjects to participate.

Five firms were then randomly selected from each of the six industry categories to be
contacted by phone to obtain consent for a preliminary phone interview, followed by
a personal interview with purposive sampling, in which people those are selected for in-
terviews who have different experiences, behaviours, qualities, and attributes. The reason
for choosing this type of sampling was to gain a wide range of insights in order to examine
the factors that influence the internationalisation of these businesses and methods for
confronting challenges from several perspectives.

Two interviews per business leader — one by phone and one in person — were done to
examine differences between the two interviews and reduce potential bias. As for data
validation and reliability, we conducted a comprehensive review of the available literature
and the designs and methods it used to collect data, as special attention was paid to en-
sure that the face-to-face questions were valid, smoothly communicated, and offered an
accurate representation research problem. Furthermore, as there are three spoken main
languages in Afghanistan, participants were also given the choice of languages they would
use, as offering this option was thought to enable better communication during each in-
terview. The research team explained to each of interviewees that the intended interviews
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were for academic purposes only and no personal identity information would be collected
at their request beyond first names and company industry.

The total of fifteen family business leaders were interviewed by three members of the
research team working in pairs, after the analysis of transcripts subsequently described over
the course of the interview process revealed comparable themes with no new information
(cf. Creswell, 2013) and given the logistical and security constraints confronted by the re-
search team in travelling throughout the city during the insurgency. Each phone interview
lasted for approximately 15 minutes and each in person interview lasted 45 minutes.

Primary data were collected through structured interviews of these fifteen family
business leaders. This study adopted Yin’s (2003) approach, as this is an exploratory case
study of 15 family business leaders in the Afghan capital city of Kabul. Exploring interna-
tionalisation opportunities and challenges faced by Afghan family businesses are complex
phenomena from an Afghan perspective not only for geographical or demographic rea-
sons but also for safety and security reasons. Yin (2003, p.3) argues that, “the distinctive
need for case studies arises out of the desire to understand complex social phenomena,”
and we strongly believe that the context of the current study is truly a complex phenom-
enon. Furthermore, this study follows an interpretive approach to data analysis, which
assumes that our social reality is shaped by human experiences and social contexts, which
are not singular or objective. Hence, in-depth interviews were conducted to explore these
human experiences and support the findings of the study.

The interviews were recorded and converted into transcripts. Data was aggregated
and organised based on themes identified during the literature review and —for data anal-
ysis — we followed a deductive approach, which involves data analysis based on predeter-
mined themes and research questions developed from the literature review. The research
guestions were our guide for grouping and analysing the data.

We then conducted a thematic analysis using Nvivo software, which is a software for
categorizing, analysing, and reporting data. The coding process in grounded theory is done
in three steps: (1) transcripts are categorised at the initial stage called open coding; (2) the
relation between the primary codes is established, which is called axial coding; and (3) the
categories are merged to establish a theory called selective coding (Kothari, 2004).

Open coding was conducted by two researchers independently and repeatedly read-
ing the transcripts to classify the data, during which each researcher wrote detailed
memos regarding coding structures; next, the researchers compared reflective comments
on the transcripts to better identify important themes in the text. Then, interrelations be-
tween data segments were mapped and key themes were tabulated. Refinements were
made using axial coding in Nvivo. This allowed us to summarise the central themes of the
collected data, so that pattern identification could be followed to group these identified
patterns into the themes that were connected to our research questions.

Finally, another faculty member experienced in qualitative methods reviewed the
transcripts, memos, and notes in order to verify that the analysis was conducted properly.
SPSS 25.0 was used for subsequent data analysis. Moreover, during data analysis, the team
followed a minimum inference strategy as proposed by Seale (1999) to eliminate possible
bias originating from the research team’s own assumptions of participants’ viewpoint on
presented issues. While common method bias may be a consideration in all qualitative
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research, we hope to minimise the effect of this bias by using several different information
gathering techniques and multiple interviewers.

The first 14 questions included the demographics and information about the busi-
nesses, so as to identify he current business situation and condition, discover what chal-
lenges the business faces in the domestic country, and find out what strategies the busi-
nesses implement for growth and stability. The motive for these questions were to iden-
tify the influencing factors which affect internationalisation of the SMFEs in Afghanistan.
The other 11 questions of the interview were to ask about the planning and implemen-
tation strategies used by the businesses leaders for the internationalisation. Sample de-
scriptive characteristics are provided in Table 1.

Table 1. Characteristics of Surveyed Afghan SMFEs

Panel A
Generation Number of firms reporting % of firms reporting
First 13 86.67%
Second 2 13.33%
Family members employed
<3 1 6.67%
3-5 10 66.67%
>5 4 26.67%
Woman Owned
Yes 2 13.33%
No 13 86.67%
Total 15 100%
Panel B
Sector Number of firms reporting % of firms reporting
Flour/Soybean 1 6.67%
Industrial breads 1 6.67%
Agriculture 1 6.67%
Medical equipment 1 6.67%
Honey 2 13.33%
Handcrafts and Carpets 1 6.67%
Confectionery 1 6.67%
Food processing 1 6.67%
Engineering services 1 6.67%
Construction/road design 1 6.67%
Fabrics 1 6.67%
Tailoring 3 20.00%
Total 15 100%

Source: own study.

As shows Table 1, Panel A, most of the sampled family businesses (13 out of 15) are
owned and run by the first generation, i.e. the founders, with the remaining founded by
parents. Most firms in the sample employ between 3 and 5 family members. In two of the
fifteen firms surveyed, the founder business leader is a woman. Panel B of Table 1 provides
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the sample breakdown by industry. The sample contains businesses from business lines
such as agriculture, tailoring, construction engineering, food processing, medical equip-
ment, honey cultivation, fabrics, and clothing. While different firms in Kabul face chal-
lenges unique to their particular industry, we attempt to identify the interrelated themes
common to Afghan family businesses regarding internationalisation.

RESULTS AND DISCUSSION

While the Afghan environment is characterised by vast institutional voids, literature on
family business internationalisation indicates that Afghan family businesses may face skill
deficits that would make internationalisation difficult, including the lack of access to ex-
ternal human capital. Our first research question explores how internationalisation is
viewed by Afghan family business leaders in light of institutional theory. Details related to
the internationalisation status and plans of surveyed SMFEs are shown in Table 2.

Table 2. Current Internationalisation Status and Plans

Number %

Present Status
Presently Internationalised 2 13.33%
China 1 6.67%
Pakistan 2 13.33%
Iran 1 6.67%
Turkey 1 6.67%
Presently Not Internationalised 13 86.67%
Foreign experience of Owner
Yes 3 20.00%
No 12 80.00%
Outside partner
Yes 5 33.33%
No 10 66.67%
Plans
None 3 20.00%
Yes 12 80.00%
Same culture beneficial
Yes 13 80.00%
No 2 20.00%

Total 15 100%

Source: own elaboration.

Among the fifteen SMFE owners surveyed, we found that two currently have foreign
operations —one in Turkey, Pakistan, and Iran, another in Pakistan and China — while another
one closely cooperates with European firms to purchase medical equipment. These firms
had founders who worked abroad: one in Turkey in textiles and another in Iran in tailoring.
Furthermore, twelve (80%) hoped to internationalise. Only three (20%) expressed no will or
interest to internationalise at the present time. However, thirteen of the fifteen surveyed
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family businesses responded positively when asked about either expanding or initiating in-
ternationalisation, with two stating that they perceive it negatively due to concerns about
their business survival in the short term. This provides some surprising insights that suggest
that Afghan family business leaders perceive advantages to internationalisation that over-
come the tendency of family businesses towards risk aversion.

A summary of the perceptions of motives for internationalisation of surveyed business
leaders is shown in Table 3.

Table 3. Perceived benefits from internationalisation

o . e .
Perceived Benefit Number % of Firms Iden.tlfymg
of responses the Benefit
Legitimacy (Quality of products will improve due to inter-
) 8 53.3%
national standards)
National pride (Familiarise foreigners with products) 3 20.0%
Insufficient demand (Greater stability in foreign markets) 3 20.0%
Expansion of networks for future business/ development
. . . 1 6.7%
of supply chains for future relationships
Greater chances for innovation 1 6.7%
None mentioned 3 20%

Source: own study.

Surprisingly, the most common theme related to the perceived reasons for interna-
tionalisation is that it would lead to business stability through an improvement in the qual-
ity of processes and products that meet international standards. As stated by one of the
survey participants, Haji Qaher, whose family business focuses on the production and sell-
ing of improved seeds: “For the purpose of my business stability, | will increase the quality
of products with international standards, be self-dependent financially, and increase the
varieties of seed for an increase in target market and attracting new markets.”

Nearly half of all respondents viewed the chance to improve product quality as a per-
ceived benefit of internationalisation positively, albeit with some trepidation about their
ability to do so without greater government support, which is absent in the current warlord
economy. One respondent mentioned using internationalisation to obtain external quality
certification, while another one suggested that partnering with foreign entities could lead to
an opportunity for greater innovation. Therefore, it appears that a major perceived benefit
of internationalisation to Afghan family business leaders is the opportunity to escape the low
standards expected domestically, to establish legitimacy and credibility of the company and
to enhance the product market reputation of the business.

From an institutional theory perspective, it is logical that Afghan family businesses
seek legitimacy outside of the country in global markets as a means of escape from the
institutional voids in Afghanistan. This is consistent with Scott (2001), who argues that
professional standards for operations can act as a normative influence on institutions, and
Selznick (1996), who finds that the adoption of best practices is a way of obtaining external
legitimacy. Given that there is no institutional support for quality standards in Afghanistan,
Afghan families seek security by following best practices established outside of the coun-
try, in the hopes that their products will be attractive to a global market. Where there is
no institutional regulation to control Afghan family businesses’ product quality, this void
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is filled by co-opting global standards. Three respondents mentioned that the foreign market
may be more stable or exhibit greater demand than the Afghan market; another felt that inter-
nationalisation could help develop their company’s position in the global supply chain. As a busi-
ness leader in the agricultural sector stated: “If the government provides us the opportunity and
platform, we are willing to internationalise, as Afghanistan has better quality of vegetables and
fruits. We have other traders who buy from us and export it to foreign countries.”

Another interviewee identified a theme that drives the interest in internationalisation
unrelated to institutional voids: national pride. Several respondents indicated that inter-
nationalisation would allow Afghans to demonstrate what their culture has to offer to the
world, revealing pride in national competencies. As stated by one business leader: “The
carpets of Afghanistan are famous worldwide. We already have a great demand in Europe
and America. We only need to deliver the carpets to every corner of the world.” Another
one responded: “As you know, Afghanistan honey is one of the best ranked honey in the
world; therefore, we try our best to find our place in the global market.”

Our second research question assesses which institutional voids in the domestic eco-
system are viewed as critical to escape by the Afghan family business leaders surveyed. A
summary of themes uncovered is provided in Table 4.

Table 4. Institutional voids promoting internationalisation according to Afghan family busi-
ness leaders

External Institutional Voids Number |% of Firms Identifying
(outside of the control of the family) of responses the Challenge

Security 10 66.67%
Lack of government support 9 60.00%
Corruption/the mafia 9 60.00%
Lack of resources 8 53.33%
Infrastructure 7 46.67%
Import substitution 3 20.00%
Instability 3 20.00%
Limited domestic market 3 20.00%
Poverty 1 6.67%
Social limitations related to gender 1 6.67%
Internal Challenges (In family business)

Access to capital 10 66.67%
Lack of partner 5 33.33%
Knowledge/Skilled labour 2 13.33%
Inappropriate tax payment systems 2 13.33%
Ability to meet international quality standards /Technology 2 13.33%
Lack of experience 1 6.67%
Lack of interest/Resistance from management team 1 6.67%

Source: own study.

The institutional voids that Afghan family businesses face are related to the lack of
security, resources, and infrastructure, alongside corruption. The most common theme
was physical security, with 60% of surveyed business owners expressing worries re-
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garding safety, especially in the provinces. This is consistent with the image of the Af-
ghanistan as a highly fragmented, tribal, war-torn nation that continually faces internal
uprisings and routine suicide bombings.

Related to security, the primary concern of most of the surveyed business leaders is
the value the company’s success brings to the family and — as a result — the family business
leaders are concerned about the security of their family members. For this reason, they
hesitate to include their family members in the businesses, where they face many hard-
ships and security problems. These companies are willing to increase their value through
geographic expansion, but this is risky when expansion even internally, to other provinces,
can be deadly. One of the participants, Malika, who is the owner of a construction and
road design company, mentioned that many projects are revoked due to the contingencies
caused by security concerns in the provinces. They perceive that these problems would be
mitigated in environments with greater security.

Another common theme was the warlord economy, which has filled the voids aban-
doned by legitimate sector functions of the state, popularly known as the Mafia. Nearly
all of the businesses cited the Mafia and official corruption as a problem at home driving
international expansion, while corruption was documented nearly as often as security
concerns. A business leader in the soya/flour production sector stated that, “The exist-
ence of the Mafia, ministerial corruption, security issues, and the lack of lending agen-
cies is a huge obstacle in front of Afghan businesses.” Afghan family business leaders
reported “being choked by the Mafia and ministerial corruption.” According to Abdul,
family business leader of a construction and engineering firm, his family’s intention to
internationalise arises from a variety of limitations in Afghanistan: “Regarding the limi-
tations in the local environment, the huge challenges we face are disloyalty at work,
administration corruption, security issues, and poverty; security and instability are the
major reason for the failure of family-owned businesses here.”

Corruption is the major obstacle behind the failure of economic development of the
country, and one of the main reasons for corruption in business in Kabul is the central-
ised system used in many of the ministries, which creates barriers for businesses who
lack supporters in the ministries to obtain funding and expand their business. This is
consistent with the findings of Mashal (2014) of the Small and Medium Enterprises De-
velopment and Regional Trade Agency in Afghanistan, who documents that — for SMEs
—the mafia and corruption are one of the major challenges for the SMEs. Mashal states
that, “For Afghan traders, challenges related to transportation, border transit, and cor-
ruption at customs and taxation offices impede growth.”

Corruption in Afghan businesses impacts the quality of work, and results in the lack of
motivation to develop beyond the immediate local market, not to mention expand into
foreign markets. Most of the businesses interviewed revealed that the foundation of the
corruption in businesses appeared in the government sectors, and this corruption instils
Afghan entrepreneurs with a sense of futility and hopelessness. Indeed, Afghanistan ranks
number 169 out of 175 countries, as one of the worst countries in the world in terms of
corruption based on Transparency International’s Corruptions Perceptions Index.

Related to corruption and the Mafia are unethical practices in the process of bidding
on projects. Specifically, construction related companies had problems with unethical
competition in the construction businesses; many of the companies were concerned with
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uneven competition because of self-dealing through private relationships with govern-
mental authorities or officials who support them indirectly. When asked about constraints
for her business to be successful in the local market that could be overcome through in-
ternationalisation, one of the construction business owners, Malika, answered: “The un-
ethical competition between companies is the major problem restraining our company to
be successful in bidding for projects and getting new projects for the purpose of success
and company’s retention in the market.”

The lack of access to resources was also identified as a major concern, consistent with
Arregle et al.’s (2017) meta-analysis of family business internationalisation. Although, for
Afghan business leaders surveyed in this study, the resource constraints are external to
the firm, not internal to the family. While Afghanistan has become dependent on aid from
international organisations and donors, the decline in global development funding deep-
ened since 2014, while government support became the focal point of businesses who
expect government to assist with businesses expansion, growth, and stability. Many of the
interviewed businesses exhibited resentment towards the government, because of its lack
of interest and attention to the needs of family businesses. Considering challenges as a
whole, 60% of the surveyed businesses had concerns about the lack of government sup-
port due to which they were unable to achieve their business goals. Some interviewees
hoped for assistance from the Afghan government and Afghan embassies in different
countries to help them establish networks with foreign business leaders.

Resources are one of the main drivers of the business and, in Afghanistan, most of
businesses are forced to import resources from neighbouring countries, which can be fi-
nancially inefficient due to high supply costs and the low quality of materials. Due to dec-
ades of wars in Afghanistan, access to many resources declined, especially in the agricul-
ture products, one of the major strengths of Afghan production. Nasrat and Karimi (2016)
explain the major challenges the carpet industry faces that affect the industry’s stability in
the economic market of Afghanistan: “Only 40% of domestic raw materials (e.g. wool) are
used in carpet weaving. The remaining raw materials are imported from countries such as
Irag, New Zealand, Belgium, Saudi Arab and Pakistan”.

Among the surveyed business leaders, over half cited resource limitations and the ina-
bility to obtain raw materials and other financial resources within Afghanistan as factors en-
couraging internationalisation. The leader of a successful family tailoring business, Nasir,
mentioned that his family must import fabrics from the neighbouring countries such as Iran,
Turkey, and Pakistan, because Afghanistan lacks domestic fabric production, despite having
a more developed agricultural sector. Mohammedd llyas Faizi, whose company imports
medicines and medical equipment from the Western countries, also had concerns regarding
domestic resources. These problems could be resolved by operating in neighbouring coun-
tries, where the Mafia does not control imports or levy bribes on importing companies.

Another documented institutional void is related to infrastructure. Afghanistan lacks
a sufficient amount of electricity due to the uneven conditions and prolonged war. SMFEs
face a lack of power, water, sewerage, and waste disposal. Sumaya Rezaie, who is an en-
trepreneur of a bakery for industrial breads, says that, “The big problem we face is secu-
rity, the second one is that government doesn’t have any facilities for entrepreneurs like
land, water, or electricity.” The electricity problem exists not only in the capital city of Kabul but
is severe in other provinces, including the major cities of Mazaar, Herat, and Jalalabad.
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In other words, internationalisation offers a means of escape from the domestic envi-
ronment: escape from poverty, instability, corruption — as one would expect — but also
from the low standards of life and weak physical, technological, and human capital infra-
structure. However, while internationalisation may be of great interest to family busi-
nesses, planning to do so may be a luxury they do not have, because survival, or stability,
must be the top concern of Afghan family business leaders, unless they perceive cross-
border activity can contribute positively to the success of the business and their family. As
a result, this hardship appears to generate even greater commitment of Afghan family
business leaders. 90% of the business leaders in this study revealed plans that focus on
business stability, developed with the use of resources available in the family, which they
felt could be implemented through internationalisation. As Sherman (2018) states, inter-
nal business environment and challenges are such that influence business operations and
expansion, while external environment factors and challenges are such over which busi-
nesses have little to no control. This analysis found that external institutional voids are
more frequently mentioned by family business leaders as reasons to internationalise than
internal challenges in the business.

Our third research question addresses the preferred internationalisation process by
Afghan family business leaders. As previously mentioned, three of the fifteen business
leaders have foreign operations. Moreover, five of the fifteen business leaders already have
a potential or existing foreign partner in a culturally similar country, with whom they discussed
establishing cross-border activities — generally in Pakistan and Iran —to ultimately establish exten-
sive joint business operations. For thirteen of the surveyed firms, culturally similar countries like
Iran or Pakistan were cited as the most likely location for the expansion, if the firm international-
ised. Of the Afghan business leaders who stated that they intend to internationalise, most ex-
pressed keen interest in working with a foreign partner and in establishing relationships with for-
eign entities for the purposes of business development and trade, in part to compensate for the
deficits in human capital resources identified by Arregle et al. (2017) as barriers to internationali-
sation. One of the responses was: “I would prefer to first proceed stepwise to neighbouring
countries, due to the lower level of risk if the business fails.”

Table 5. Desired internationalisation strategies

Number of firms report- |% of firms reporting
Strategy R . .

ing strategy as ideal |the strategy as ideal
Staged Internationalisation 5 33.33%
Network strategy (alliance/JV) 5 33.33%
Born Global 2 13.33%
Export 1 6.67%
M&A 1 6.67%
Office/Branch 0 0.00%
Unwilling to internationalise at this point in time 3 20.00%

Source: own study.

Around 33% of other business leaders indicated that they prefer to internationalise
using network models (see Table 5). First developed by Johanson and Matsson (1988), the
network model argues that the firm develops relations with international companies to
achieve organisational goals and objectives in the foreign market. This networking will help
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firms remain stable in the new market and to more easily access target market infor-
mation. As one business owner said: “Before internationalising, we should build relations
with other companies, we should know where are we investing, and we should analyse
whether we can get profit and be stable in the foreign market or not.” Another business
owner stated that: “First we must plan a joint venture with a company outside of
our country to acquaint ourselves with global standards of production and, then, we try
that the company certified from international agencies and hand international business
permit. What is more, our company is trying to forecast some cost for attending interna-
tional business training to consider demand of target market.”

Considering possible globalisation strategies, another family business leader ar-
gued that a local partner in a joint venture would be helpful to obtain knowledge of the
local market: “The first challenge in our way is to find a good market for investment,
then we will find a local partner who will be familiar with the local market and establish
a joint venture with them.”

The sample also contains two born global firms, who internationalised their business
shortly after starting their operations. One of largest tailoring companies in Kabul, Poshak
Istanbul, internationalised to Iran and Turkey. First, it started its operations in those coun-
tries and then internalised by starting its operations in different branches in Kabul. On the
other hand, one of the surveyed entrepreneurs chose to internationalise through
a stagewise process even though she preferred to be a born global. However, she recognised
that — as an early entrant — the probability of success for her internationalisation are very
low, unless she could quickly develop the required competencies on her own. The surveyed
entrepreneurs had knowledge and interest in a variety of global expansion strategies, and
they appeared to exhibit intimate knowledge of the requisite skills for specific international-
isation strategies, thus reinforcing the importance of personal dialogue with entrepreneurs
in academic entrepreneurship and international business research.

To summarise, this study assessed the institutional voids that promote internationalisa-
tion of Afghan family business leaders, about which little has been published, despite the 100
billion USD in foreign aid for security and economic development over the past decade. Thus
far, it appears that supranational entities were very active in “doing something” to improve
living conditions in Afghanistan, but this has not translated into tangible benefits for Afghan
family business owners, possibly because no one has endeavoured to ask family business
owners what kind of support they actually need to internationalise.

We found that, consistent with Claver, Rienda, and Quer (2009), Afghan SMFE owners
are greatly interested in internationalisation and perceive many benefits in terms of im-
provement in product quality and establishing reputational capital in foreign markets. In a
sense, this finding is interesting, because it indicates that — when the home country market
is so inhospitable — the desire for internationalisation overcomes the perceived trade-off of
dilution of family control. This contradicts non-conflict family business situations examined
by Arregle et al. (2017), which indicate that family-owned firms prefer not to involve non-
family resources, even if it results in suboptimal outcomes. Moreover, family business lead-
ers express optimism regarding the potential of cross-border partnerships in culturally and
linguistically similar neighbouring countries, which agrees with the findings of Antoncic and
Hisrich (2000). In other words, consistent with Gomez-Mejia et al. (2007), there are geo-
graphically determined constraints imposed on Afghan family businesses by non-existent,
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inefficient, or perversely incentivised institutions, from which internationalisation is a means
of escape. Moreover, our results agree with Schoppa (2008). In fact, given the warlord econ-
omy described by Sanders and Weitzel (2013), growth in the home country market may be
perceived as a threat to the economic and political power of Afghanistan, supporting the
conjecture that internationalisation has additional value to conflict zone family businesses.

However, family businesses often lack the human capital resource base to international-
ise, thus making foreign operations and partnerships appear risky. This partly yields to some
hesitation on behalf of family business leaders regarding internationalisation, who argue that
more support from outside of the family is required for them to engage in cross border oper-
ations. This finding agrees with Graves and Thomas (2008). Future research could address
entrepreneurial intention in a more comprehensive manner. However, the environment for
entrepreneurship in Afghanistan is so weak that many entrepreneurs depend on their busi-
nesses for survival, which is continually threatened, resulting in emotional fatigue and risk
aversion. They do not have the opportunity to bring in foreign investors or professional man-
agers, as companies examined in the West do (see e.g. the discussion regarding German fam-
ily-owned firms in Calabro et al., 2017). They overwhelmingly cited corruption at all levels of
institutions, the lack of personal security, and the lack of government support as the key bar-
riers to expanding across borders. Furthermore, they lack the external institutional frame-
work that exists in the developed world, including an adequate physical infrastructure, per-
sonal security, and access to financial resources to feel comfortable in their endeavours.
Moreover, they also lack the internal infrastructure for internationalisation, including liquid-
ity/financial constraints, knowledge about foreign firms, skilled labour, and face disincentives
from the tax payment system in Afghanistan.

As stated by IFERA (2003), opportunities for internationalisation of SMEs, including
family businesses (or SMFEs) can strongly influence a country’s GDP. On the other hand,
the deterioration conditions facing the SMFEs could negatively affect the country’s in-
come. Identifying strategies for SMFE internationalisation is of great importance, as Af-
ghanistan requires a strong economic foundation for development.

Arregle et al. (2017) argue that factors such as resources internal to the family and trust
of foreign entities impact internationalisation strategies. They observe that family-owned
firms avoid obtaining resources external to the family. In the case of the Afghan environment,
trust has been continually undermined to the point that tribalism predominates, and the Ma-
fia seeks to propagate unrest among ethnic and religious groups in order to retain its grip on
resources and power. Accordingly, we find that resource deficits are cited by most Afghan
SMFE owners as a significant barrier to internationalisation. Therefore, a theoretical extension
of conflict zone family entrepreneurship theory could draw in the scarcity of resources that
exist in these environments and domination of family interests by warlord entrepreneurs.

Our results are not generalisable to only Afghan SMFEs. Much of the world survives in
conflict-driven environments with high rates of poverty and low educational levels, where the
SMFE is the predominant organisational form. In order to promote economic growth and de-
velopment of these countries, including Afghanistan, it is useful to have first-hand narratives
regarding perceived barriers to the development of international markets by SMFEs.
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CONCLUSIONS

Institutional theory yields explanations for organisational behaviour not explained by
standard economic theory (DiMaggio & Powell, 1991). Realistically, from an institutional
theory perspective, organisational behaviours will remain in place to support the warlord
economy and little will be done to address the development of entities of commerce
through the resolution of physical security considerations, the resolution of widespread
corruption, or the establishment of democratic processes in Afghan political environment.
Kabul will remain the “city of concrete blast T-walls.” The institutional landscape is likely
to remain incomplete or co-opted by perverse incentives, as the Allied forces that cur-
rently support Afghan security withdraw, and the security landscape will likely worsen.
Rent-seeking by public officials is the norm, and there is no incentive to change.

To escape these terrible operating conditions caused by vast institutional voids, Af-
ghan family-owned firms require the support of structures internal to the family: loyalty,
trust, and socioeconomic wealth objectives. While for some family-owned firms, con-
straints on financial capital and human capital resources — such as professional manage-
ment — may restrict their ability to internationalise, many family-owned businesses in the
West have not needed to develop the resilience that their conflict zone counterparts have,
as they do not confront suicide bombings, famine, “disappearances,” and blackouts in the
ordinary course of business.

Our findings indicate that — despite a scarcity of professional management resources —
Afghan family business leaders are highly interested in using internationalisation to escape
from the institutional voids they face in the local environment. Furthermore, common
themes regarding legitimacy in global markets and national pride underscore sampled busi-
ness leaders’ desire to internationalise. Our study extends the literature relating to institu-
tional theory by describing the institutional voids that push conflict zone family businesses
to internationalise, but also a non-economic explanation of the hurdles conflict zone family
business leaders face in warlord economies, such as corruption, security concerns, and the
chronic lack of resources in poor and aid-reliant countries like Afghanistan. Furthermore, we
extend the family business literature by indicating that the majority of conflict zone family
business leaders who expressed the interest in internationalisation believe that the appro-
priate way to proceed with internationalisation is to follow a stepwise process, so that one
can draw upon both strengths inherent to the family and also engage in organisational learn-
ing through relationships with family businesses in the higher institutional quality of neigh-
bouring countries with similar cultures.

For the donor community or supranational entities that operate in Afghanistan, it is es-
sential to understand how capital can effectively be deployed so that there is some hope for
these SMFE owners to expand their markets. Based on Bullough et al. (2017), the damaging
psychological impacts of war on entrepreneurial intention can be mitigated to the extent
that entrepreneurial resilience can be cultivated through entrepreneurship training. Where
internationalisation can begin is with development assistant directed at the development of
human capital, in the local language, brought directly to the leaders of family businesses.
Such human capital development should include training for employees regarding efficient
production, and for business leaders regarding educational resources related to professional
management in business disciplines. Secondly, production requires investment in power and
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technology, so donor funds could perhaps be allocated towards purchasing generators and
modern business equipment along with training to use this technology. Moreover, if the se-
curity situation deteriorates, collective funding for private security shared by several SMFEs
in the same geographic area may be of use. From this starting point of basic business literacy,
SMFE leaders can then begin the process of establishing long-term plans related to the de-
velopment of a foreign market entry strategy.

Our research contains several limitations. One of the challenges was the unavailability
of appropriate data, as there are very few studies done on the internationalisation of
SMFEs in Afghanistan. Due to the lack of secondary data, we use qualitative data analysis
to learn from the experiences of Afghan SMFE managers. Data collection and interviews
were very challenging due to the uncertainties related to unfavourable security conditions.
Obtaining more detailed information was also difficult due to time limitations and busy
schedules of the family business leaders. The study has only been conducted based on the
businesses in Kabul city; they may differ in other cities.

We hope this will be a starting point for subsequent research on the international-
isation interests, strategies, and outcomes of conflict zone family businesses beyond
the Afghan environment. Given that an estimated one in six children in the world today
is growing up exposed to violent conflict, an understanding of the psychosocial pro-
cesses underlying family business in war zones is important. Future research could un-
cover the dynamic between resilience and family business outcomes in conflict zones
or explain how family businesses in conflict zones leverage family resources to interna-
tionalise successfully. What would also be useful would be the understanding of the
dynamics in family businesses in supporting the process of recovering from “institu-
tional forgetting” through the exposure to new ideas offered by internationalisation.
Finally, an understanding of how family-owned businesses can contribute to peace-
building efforts is relevant to the conflicts in Syria, Sudan, Yemen, and Iraq.
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