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Does your family business’s location impact
its growth strategy?

A

Rural vs. urban family business growth: how entrepreneurial legacy shapes the path
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s family businesses navigate growth, location

can play a pivotal role in shaping expansion

strategies. Recent research highlights that rural

and urban family businesses often adopt different

growth paths due to the influence of entrepreneurial

legacies and family traditions. These differences are

crucial for family business leaders, especially those

balancing the expectations of legacy with the need for

innovation in increasingly competitive markets.

WHAT  WE  STUDIED

To investigate the impact of rural versus urban

environments on family business growth, researchers

conducted an inductive case study of four family

business portfolios in Pakistan, with two based in rural

settings and two in urban areas. These cases involved

extensive interviews with family owners and

managers, supplemented by observational data,

archival records, and community insights. This

approach enabled a deep dive into how context and

entrepreneurial legacy shape growth patterns,

allowing for a comparison between the traditionally

agrarian and resource-constrained rural areas versus

the opportunity-rich, densely populated urban

settings.

KEY  INS IGHTS

1. Internal vs. External Growth Paths

Rural Businesses: Organic Growth

Rural family businesses often grow internally,

developing satellite businesses closely related to

their core industry, typically agriculture. This

trend is linked to a focus on maintaining control

and a cautious approach to diversification.

Urban Businesses: Expansion through

Partnerships

Urban family businesses, conversely, tend to grow

externally, leveraging partnerships and

acquisitions to diversify beyond their primary

industry. This growth strategy is supported by

urban resources, which offer diverse

entrepreneurial opportunities and a larger

network of potential collaborators.

2. Related vs. Unrelated Diversification

Rural Context: Related Diversification

Limited resources and a strong adherence to

family traditions mean rural businesses diversify

cautiously, often expanding within familiar

industries.

Urban Context: Unrelated Ventures

Urban families with higher risk tolerance diversify

into unrelated industries. This flexibility reflects

an openness to venture into fields beyond the

family’s traditional industry, supported by urban

access to diverse resources.

3. Influence of Family Legacy on Growth Choices

Traditional Grooming and Imprinting in Rural

Areas

In rural settings, family leaders tend to use

“traditional grooming” practices, involving early

exposure of younger generations to the family

business, selected educational paths, and close

oversight of decisions. This instills a legacy of

conservative, risk-averse behavior.

Contemporary Grooming and Risk-Taking in

Urban Areas

Urban families tend to allow greater autonomy in

career and educational choices for the next
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generation, encouraging independent decision-

making and a culture of openness to risk. This

“contemporary grooming” practice fosters

entrepreneurial agility and a willingness to

diversify into unrelated industries.

TAKEAWAYS

For Rural Family Businesses

Harness Traditional Strengths: Leverage family

cohesion and traditional knowledge to develop

complementary businesses within the core

industry.

Encourage In-House Innovation: Investing in

innovation within the primary business can create

new growth opportunities without veering into

unfamiliar territory.

For Urban Family Businesses

Utilize Urban Networks: Engage with urban

networks to discover new market opportunities

and potential business partnerships.

Support Autonomy and Risk-Taking: Embrace a

culture of entrepreneurship and calculated risk-

taking that encourages exploration beyond the

family’s historical industry.

IMPACT

This study reveals that growth strategies in family

businesses are significantly shaped by context and

entrepreneurial legacy. As rural and urban family

businesses consider future growth, understanding

these contextual influences can inform more tailored

and effective strategies. While rural family businesses

can capitalize on related, organic growth, urban family

firms might leverage their environment to drive

unrelated diversification. These insights prompt

further research into how family business growth

might be enhanced by adapting to contextual strengths

and limitations.

RECOMMENDATIONS

For family businesses looking to refine growth

strategies:

1. Assess Location-Driven Opportunities: Urban and

rural businesses should assess their location-

specific advantages and limitations, from access to

resources to industry networks.

2. Balance Tradition with Innovation: Encourage

next-generation leaders to honor the family’s

entrepreneurial legacy while exploring new

growth avenues suited to their business’s location.

3. Tailor Growth Strategies to Family Values:

Consider the family’s legacy and risk tolerance,

particularly in selecting between related and

unrelated diversification paths.
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