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Succession: Economic Cost-benefit Analysis 
Burkart, Mike, Fausto Panunzi & Andrei Shleifer. 2003. Family firms. Journal of Finance 58, 2167-2202.

What is the next generation to do?
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Cash out
 Sell the family’s shares in the family firm
 Advantage = free of burden of governing the family firm
 Disadvantage = lose power, status & perks from family firm
 Invest the money in a diversified portfolio
 Advantage = diversification dramatically reduces risk
 Disadvantage = rely on other firms’ good governance

Retain control
 Retain the family control block in the family firm

Advantage = keep power, status & perks from firm
Disadvantage = burden of governing the family firm

 Family’s money is committed to family firm
 Advantage = safe from other people's poor governance
 Disadvantage = all eggs in one basket

Financial Calculation



Succession: Economic Cost-benefit Analysis 
Burkart, Mike, Fausto Panunzi & Andrei Shleifer. 2003. Family firms. Journal of Finance 58, 2167-2202.

What is the next generation to do?

How big a deal is each of these?
 Is anyone in the family up to the job?
 Does anyone in the family who is up to the job actually want the job?
 Does anyone in the family who is clearly not up to the job really! really! want the job?
 Would the stock sell for more if the firm were free of the family? 
 Talent in the family?  Would a top MBA graduate run the firm better? 
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Cash out
 Sell the family’s shares in the family firm
 Advantage = free of burden of governing the family firm
 Disadvantage = lose power, status & perks from family firm
 Invest the money in a diversified portfolio
 Advantage = diversification dramatically reduces risk
 Disadvantage = rely on other firms’ good governance

Retain control
 Retain the family control block in the family firm

Advantage = keep power status & perks from firm
Disadvantage = burden of governing the family firm

 Family’s money is committed to family firm
 Advantage = safe from other people's poor governance
 Disadvantage = all eggs in one basket
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Succession: Economic Cost-benefit Analysis 
Burkart, Mike, Fausto Panunzi & Andrei Shleifer. 2003. Family firms. Journal of Finance 58, 2167-2202.

What is the next generation to do?

How big a deal is each of these?
 Can portfolio wealth buy power, status & perks as easily as corporate power can?
 How durable are corporate power, status, perks, …
 How wisely would the family use continued power, status, perks?
 How much would continued power, status, perks cost?
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Cash out
 Sell the family’s shares in the family firm
 Advantage = free of burden of governing the family firm
 Disadvantage = lose power, status & perks from family firm
 Invest the money in a diversified portfolio
 Advantage = diversification dramatically reduces risk
 Disadvantage = rely on other firms’ good governance

Retain control
 Retain the family control block in the family firm

Advantage = keep power, status & perks from firm
Disadvantage = burden of governing the family firm

 Family’s money is committed to family firm
 Advantage = safe from other people's poor governance
 Disadvantage = all eggs in one basket
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Succession: Economic Cost-benefit Analysis 
Burkart, Mike, Fausto Panunzi & Andrei Shleifer. 2003. Family firms. Journal of Finance 58, 2167-2202.

What is the next generation to do?

How big a deal is each of these?
 A diversified portfolio is dramatically safer than having all your money in one company
 A diversified portfolio is dramatically safer than having all your money in a few companies
 To match the safety of a diversified portfolio, a family firm empire would have to consist of a 

company in every industry
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Cash out
 Sell the family’s shares in the family firm
 Advantage = free of burden of governing the family firm
 Disadvantage = lose power, status & perks from family firm
 Invest the money in a diversified portfolio
 Advantage = diversification dramatically reduces risk
 Disadvantage = rely on other firms’ good governance

Retain control
 Retain the family control block in the family firm

Advantage = keep power, status & perks from firm
Disadvantage = burden of governing the family firm

 Family’s money is committed to family firm
 Advantage = safe from other people's poor governance
 Disadvantage = all eggs in one basket

Advantage 
diversification 
dramatically 
reduces risk
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Succession: Economic Cost-benefit Analysis 
Burkart, Mike, Fausto Panunzi & Andrei Shleifer. 2003. Family firms. Journal of Finance 58, 2167-2202.

What is the next generation to do?

How big a deal is each of these?
If corporate governance by professional managers is poor, either because there’s a shortage of 
well trained people or because there’s a national culture of corruption
 Cashing out generates less money because share buyers expect worse from professional managers
 A diversified portfolio of domestic stocks exposes the family to common poor governance risk and esp 

to common political risk
 Move money abroad and diversify internationally to take advantage of better professional corporate 

governance and less political risk
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Cash out
 Sell the family’s shares in the family firm
 Advantage = free of burden of governing the family firm
 Disadvantage = lose power, status & perks from family firm
 Invest the money in a diversified portfolio
 Advantage = diversification dramatically reduces risk
 Disadvantage = rely on other firms’ good governance

Retain control
 Retain the family control block in the family firm

Advantage = keep power, status & perks from firm
Disadvantage = burden of governing the family firm

 Family’s money is committed to family firm
 Advantage = safe from other people's poor governance
 Disadvantage = all eggs in one basket

Disadvantage 
rely on other 
firms’ good 
governance

Political Stability



Financial Calculation

Succession: Economic Cost-benefit Analysis 
Burkart, Mike, Fausto Panunzi & Andrei Shleifer. 2003. Family firms. Journal of Finance 58, 2167-2202.

What is the next generation to do?
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Cash out
 Sell the family’s shares in the family firm
 Advantage = free of burden of governing the family firm
 Disadvantage = lose power, status & perks from family firm
 Invest the money in a diversified portfolio
 Advantage = diversification dramatically reduces risk
 Disadvantage = rely on other firms’ good governance

Retain control
 Retain the family control block in the family firm

Advantage = keep power, status & perks from firm
Disadvantage = burden of governing the family firm

 Family’s money is committed to family firm
 Advantage = safe from other people's poor governance
 Disadvantage = all eggs in one basket

Social Calculation



What To Do With All the Money? To the Next Generation?
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Keep running 
the family’s 
firms?                              

Cash out & 
go into 
politics?                              

Keep running 
the family’s 

firms, go into 
politics, find 
religion and 

cash in?

Cash out 
& fund 
NGOs?

Find/fund 
religion?



What To Do With All the Money? Improved Heirs?
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“[To] pass down the ability to 
command the resources of  the 

nation based on heredity rather than 
merit … [is like] choosing the 2020 

Olympic team by picking the eldest 
sons  of  the gold-medal winners in 

the 2000 Olympics.”

Andrew Carnegies' Gospel of Wealth

Vast inherited wealth ruins children because
Wealth dulls initiative
Wealth makes self-improvement unnecessary
Wealth keeps people from understanding true 

human nature
Japanese adoption statistics

All Adoptions 
Special 

adoptions 
Ordinary 

adoptions of 
yôshi engumi tokubetsu miseinen yôshi

1955 101,963 0 26,983 26,983 74,980
1965 82,176 0 15,018 15,018 67,158
1975 86,844 0 6,771 6,771 80,073
1985 91,186 0 2,804 2,804 88,382
1990 82,007 738 1,502 2,240 79,767
1995 79,381 521 1,111 1,632 77,749
2000 80,790 362 994 1,356 79,434
2002 85,674 350 960 1,310 84,364
2004 83,505 332 998 1,330 82,175

Sources: Tokubetsu yôshi and Child Adoptions Approved by the Court: Supreme Court of Japan. shihôtôkeinenpô Kajihen are from issues of
the Annual Report of Judicial Statistics (Table 3 of Volume 3, Family Cases). Adoptions registered by Koseki off ices are from issues of the
Ministry of Justice Annual report (Hômu nenkan)

Total adoptions 
of minors

Total adoptions 
of adults

 Ajinomoto
 Bridgestone
 Kajima Construction
 Panasonic
 Suzuki Motors
 Taisho Pharmaceuticals
 Nakasho Paper Co.

… unless
← Fear of being replaced spurs initiative
← Must be better than likely replacement
← Understand true human nature
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		Table 1: Adoption Statistics



				All Adoptions 		Special adoptions 		Ordinary adoptions of minors		Total adoptions of minors		Total adoptions of adults

				yôshi engumi		tokubetsu yôshi		miseinen yôshi

		1955		101,963		0		26,983		26,983		74,980

		1965		82,176		0		15,018		15,018		67,158

		1975		86,844		0		6,771		6,771		80,073

		1985		91,186		0		2,804		2,804		88,382

		1990		82,007		738		1,502		2,240		79,767

		1995		79,381		521		1,111		1,632		77,749

		2000		80,790		362		994		1,356		79,434

		2002		85,674		350		960		1,310		84,364

		2004		83,505		332		998		1,330		82,175

		Sources: Tokubetsu yôshi and Child Adoptions Approved by the Court: Supreme Court of Japan. shihôtôkeinenpô Kajihen are from issues of the Annual Report of Judicial Statistics (Table 3 of Volume 3, Family Cases). Adoptions registered by Koseki offices are from issues of the Ministry of Justice Annual report (Hômu nenkan).





P9-1

		Sample Selection Process

		Process		Observation		Non-don firms		Don firms

		Number of firms which went public between 1949 to 1970		1433		.		.

		Number of firms that we cannot get board , ownership and financial data		66		.		.

		Sample firms		1367		790		577

		IPO distribution								1433

		IPO		Total		Non-don firms		Don firms		1367

		1949		412		315		97		95.4%

		1950		58		45		13

		1951		22		20		2

		1952		31		22		9

		1953		21		16		5

		1954		17		9		8

		1955		9		3		6

		1956		5		2		3

		1957		10		5		5

		1958		5		3		2

		1959		8		7		1

		1960		6		4		2

		1961		366		188		178

		1962		174		60		114

		1963		118		43		75

		1964		43		14		29

		1965		1		0		1

		1966		2		2		0

		1967		5		2		3

		1968		11		5		6

		1969		9		3		6

		1970		34		22		12

		Total		1367		790		577







P9-2

		Delist Information

		year		Observation		Blood heir		Non-blood heir		Sarariman		Former-don		Non-don

		1981		1		0		0		0		0		1

		1982		5		0		0		0		0		5

		1983		6		1		0		0		0		5

		1984		5		0		0		0		0		5

		1985		3		0		0		0		1		2

		1986		5		1		0		2		0		2

		1988		3		0		0		0		0		3

		1989		1		0		0		0		0		1

		1990		2		0		0		0		0		2

		Sum until 1990		31		2		0		2		1		26

		1991		9		0		0		0		1		8

		1992		6		0		0		1		1		4

		1993		4		1		0		0		0		3

		1994		4		0		0		0		0		4

		1995		3		0		0		0		0		3

		1996		12		5		0		0		1		6

		1997		15		2		0		1		0		12

		1998		14		0		0		2		3		9

		1999		28		1		0		4		4		19

		Sum until 2000		95		9		0		8		10		68







P11-1

		All Example of Interim Sarariman

		ticker		Paper		Case		Founder start		jname		Group1		Start2		End2		Man		Woman		Relation		name		School		JBirthday		Age of Incoming CEO		Estimated Age		Yellow is interim sarariman

		1855								東急建設		1		1959		1982		1		1				五島昇		東京大学		1916		43				Skin color is family successor

		1855				1		1		東急建設		4		1983		1994								八木勇平		小樽商科大学		1912		71

		1855				1		1		東急建設		2		1995		1998						五島昇の息子 ムスコ		五島哲		東京工業大学		1948		47		35		All cases are 62

		1855								東急建設		6		1999		2001								井原國芳		青山学院大学		1930		69				Founder -> Interim -> Family are 24

																																		Family -> Interim -> Family are 38

		1882								東亜道路工業		2		1962		1984		1		1				川口磐三		立命館大学		1918		44

		1882				2		0		東亜道路工業		4		1985		1990								中山貞夫		高校		1920		65				Obs		62

		1882				2		0		東亜道路工業		2		1991		1999		2		0		川口磐三の長男		川口史郎		横浜国立大学		1943		48		42		Mean		40.45161

		1882								東亜道路工業		5		2000		2000								玉田浩一		横浜市立大学		1937		63				Median		39.5

																																		Std. Dev.		8.443986

		1926								ﾗｲﾄ工業		1		1964		1974		1		3				佐丸芳治		富山大学		1910		54				Variance		71.3009

		1926				3		1		ﾗｲﾄ工業		4		1975		1978								長友貴		中学		1920		55				Skewness		0.5538413

		1926				3		1		ﾗｲﾄ工業		4		1979		1985								丸山宰		三重大学		1923		56				Kurtosis		3.018241

		1926				3		1		ﾗｲﾄ工業		4		1986		1995								川合恒孝		名古屋工業大学		1931		55				Minimum		24

		1926				3		1		ﾗｲﾄ工業		2		1996		2001						佐丸芳治の長男 チョウナン		佐丸雄治		日本大学		1945		51		30		Maximum		64



		2006								東福製粉		2		1961		1985		2		1				野上一彦		東京大学		1923		38

		2006				4		0		東福製粉		4		1986		1994								戸川知信		西南学院大学		1927		59

		2006				4		0		東福製粉		2		1995		2001						野上一彦の長男		野上英一		日本大学		1950		45		36



		2209								井村屋製菓		2		1947		1978								井村二郎		test		1914		33

		2209				5		0		井村屋製菓		4		1979		1984								脇田芳未		和歌山大学		1919		60

		2209				5		0		井村屋製菓		4		1985		1990								立松延広		名古屋大学		1928		57

		2209				5		0		井村屋製菓		2		1991		1998								井村正勝		学習院大学		1943		48		36

		2209								井村屋製菓		6		1999		2001								山川皓		高校		1937		62



		2216								ｶﾝﾛ		1		1950		1962								宮本政一		中学		1893		57

		2216				6		1		ｶﾝﾛ		4		1963		1971								福永幸一		大阪市立大学		1908		55

		2216				6		1		ｶﾝﾛ		3		1972		1985						Son-in-law		村上豊		高校		1915		57		48

		2216								ｶﾝﾛ		5		1986		1999								三吉公介		山口大学		1930		56

		2216								ｶﾝﾛ		5		2000		2001								国重忠之		法政大学		1937		63



		2288								丸大食品		1		1958		1964		3		2				小森保		test		1894		64

		2288								丸大食品		1		1965		1980		1		3		小森保の長男		小森敏之		test		1922		43

		2288				7		1		丸大食品		4		1981		1987								羽賀孝		立命館大学		1927		54

		2288				7		1		丸大食品		2		1988		2000						小森敏之の長男		小森喜之		関西学院大学		1952		36		29



		2540				8		0		養命酒製造		4		1960		1972		1		0				加藤清隆		専修大学		1898		62

		2540				8		0		養命酒製造		2		1973		2001								塩沢護		明治大学		1921		52		39



		2802				9		0		味の素		4		1948		1964		0		2				道面豊信		ﾆｭ-ﾖ-ｸｺﾛﾝﾋﾞｱ大		1888		60

		2802				9		0		味の素		3		1965		1972		1		3		Adopted son		鈴木恭二		東京大学		1909		56		39

		2802				10		0		味の素		4		1973		1979		0		4				渡辺文蔵		一橋大学		1907		66

		2802				10		0		味の素		2		1980		1994						鈴木恭二の親戚 シンセキ		鈴木重明		東北大学		1922		58		51

		2802								味の素		6		1995		1996		1		1				池田安彦		東京大学		1923		72

		2802								味の素		6		1997		2001								江頭邦雄		一橋大学		1937		60



		3524								日東製網		2		1944		1974		2		2				小林政夫		一橋大学		1914		30

		3524				11		0		日東製網		4		1975		1982								福井祐司		高校		1908		67

		3524				11		0		日東製網		4		1983		1996		4		0				由良源太郎		京都大学		1931		52

		3524				11		0		日東製網		2		1997		2001						小林政夫の息子 ムスコ		小林嗣宜		成蹊大学		1944		53		31



		3878								巴川製紙所		2		1947		1962		2		2				井上篤		東京大学		1902		45

		3878				12		0		巴川製紙所		4		1963		1970								篠田鐐		東京大学		1894		69

		3878				12		0		巴川製紙所		2		1971		2001		3		1		井上篤の息子 ムスコ		井上貴雄		慶應義塾大学		1934		37		29

		4098				13		0		ﾁﾀﾝ工業		4		1950		1964								平井正夫		東京大学		1901		49

		4098				13		0		ﾁﾀﾝ工業		3		1965		1984						Son-in-law		舩坂道夫		同志社大学		1904		61		46

		4098								ﾁﾀﾝ工業		3		1985		1992		0		2		Son-in-law		菅原傅一郎		東京大学		1909		76

		4098								ﾁﾀﾝ工業		2		1993		2001								舩坂公夫		一橋大学		1933		60



		4100								戸田工業		3		1971		1983		1		2		Son-in-law		松井五郎		東京大学		1920		51

		4100				14		0		戸田工業		4		1984		1996								園尾恵三		東京大学		1925		59

		4100				14		0		戸田工業		2		1997		2001								戸田俊行		東海大学		1950		47		34



		4409								東邦化学工業		3		1962		1974						Son-in-law		谷口義夫		一橋大学		1902		60

		4409				15		0		東邦化学工業		4		1975		1995		2		1				遠藤和良		東京大学		1924		51

		4409				15		0		東邦化学工業		2		1996		2001								中崎龍雄		東京大学		1945		51		30



		4502								武田薬品工業		2		1943		1973		3		0				武田長兵衛		慶應義塾大学		1905		38

		4502								武田薬品工業		2		1974		1985		2		0		武田長兵衛の親戚 シンセキ		小西新兵衛		東京大学		1907		67

		4502		1		16		0		武田薬品工業		4		1986		1992		3		0				梅本純正		東京大学		1919		67

		4502		1		16		0		武田薬品工業		2		1993		2001						武田長兵衛の三男		武田国男		甲南大学		1940		53		46



		4511								藤沢薬品工業		2		1932		1968								藤沢友吉		test		1895		37

		4511				17		0		藤沢薬品工業		4		1969		1977		0		3				早川三郎		東京大学		1907		62

		4511				17		0		藤沢薬品工業		2		1978		1997		1		1				藤澤友吉郎		東北大学		1928		50		41

		4511								藤沢薬品工業		6		1998		2001								藤山朗		大阪大学		1932		66



		4537				18		0		ｴｽｴｽ製薬		4		1969		1975								森山喜由		東京大学		1909		60

		4537				18		0		ｴｽｴｽ製薬		3		1976		2001		1		1		Adopted son		泰道直方		東京大学		1935		41		34

		4619				19		0		日本特殊塗料		4		1959		1966								高橋才一		大阪大学		1900		59

		4619				19		0		日本特殊塗料		2		1967		1997								仲西太郎		東京工業大学		1923		44		36

		4619								日本特殊塗料		6		1998		2001								鈴木淳平		同志社大学		1937		61



		5236				20		0		秩父ｾﾒﾝﾄ		4		1960		1975								大友恒夫		早稲田大学		1914		46

		5236				20		0		秩父ｾﾒﾝﾄ		2		1976		1993		0		2				諸井虔		東京大学		1928		48		32

		5336								ｲﾅｯｸｽ		2		1939		1971		1		3				伊奈長三郎		東京工業大学		1890		49

		5336				21		0		ｲﾅｯｸｽ		4		1972		1979		0		2				田辺三郎		東京工業大学		1909		63

		5336				21		0		ｲﾅｯｸｽ		2		1980		2001		0		3		伊奈長三郎の長男		伊奈輝三		東京工業大学		1937		43		35

		5605				22		0		自動車鋳物		4		1960		1975		2		1				石野二夫		慶應義塾大学		1907		53

		5605				22		0		自動車鋳物		3		1976		1987						son-in-law		結城芳蔵		慶應義塾大学		1918		58		42

		5605								自動車鋳物		5		1988		1993								石川清夫		日本大学		1928		60

		5605								自動車鋳物		5		1994		1998								篠田起之		東京工業大学		1935		59

		5605								自動車鋳物		5		1999		2001								木内資雄		神戸大学		1946		53

		5607								中央可鍛工業		1		1944		1975								武山勇二		test		1905		39

		5607								中央可鍛工業		2		1976		1987								武山美鶴		名古屋大学		1924		52

		5607				23		1		中央可鍛工業		4		1988		1991								伊藤正彦		名古屋工業大学		1927		61

		5607				23		1		中央可鍛工業		4		1992		1999								中井靖雄		立教大学		1935		57

		5607				23		1		中央可鍛工業		2		2000		2001								武山尚生		慶應義塾大学		1956		44		32



		5610								大和重工		2		1953		1976								田中隆平		中学		1914		39

		5610				24		0		大和重工		4		1977		1982								増西春三		高校		1910		67

		5610				24		0		大和重工		2		1983		2001		1		2				田中保昭		武蔵大学		1945		38		32

		5642				25		0		日本鍛工		4		1962		1969								丸林豊		東京大学		1906		56

		5642				25		0		日本鍛工		4		1970		1975		1		2				小野左右吉		東北大学		1908		62

		5642				25		0		日本鍛工		2		1976		1995								柴柳徹郎		東京大学		1921		55		41

		5642								日本鍛工		5		1996		1996								石田二郎		東北大学		1931		65

		5642								日本鍛工		5		1997		2001								酒井幸夫		名古屋工業大学		1941		56

		5734				26		0		昭和ｱﾙﾐﾆｳﾑ		4		1953		1968		1		1				原田富一		東京大学		1902		51

		5734				26		0		昭和ｱﾙﾐﾆｳﾑ		3		1969		1986		5		1		Adopted son		高田伊三郎		test		1907		62		46

		5734								昭和ｱﾙﾐﾆｳﾑ		6		1987		1991								石井親		東京大学		1925		62

		5734								昭和ｱﾙﾐﾆｳﾑ		6		1992		1999								安西一郎		学習院大学		1931		61

		5734								昭和ｱﾙﾐﾆｳﾑ		6		2000		2001								小島巖		東京大学		1938		62

		5913				27		0		松尾橋梁		4		1961		1969		3		0				北栄弥三松		test		1902		59

		5913				27		0		松尾橋梁		4		1970		1972								小村多市		test		1907		63

		5913				27		0		松尾橋梁		4		1973		1975		1		0				森大典		大分大学		1915		58

		5913				27		0		松尾橋梁		2		1976		1987								松尾和孝		関西大学		1913		63		48

		5913								松尾橋梁		6		1988		2001								毛利哲三		大阪大学		1929		59

		5922								那須電機鉄工		1		1930		1989		3		1				那須仁九朗		高校		1896		34

		5922				28		1		那須電機鉄工		4		1990		1995								鈴木正昭		早稲田大学		1929		61

		5922				28		1		那須電機鉄工		2		1996		2001		0		2		那須仁九朗の息子 ムスコ		那須俊好		成蹊大学		1937		59		53

		5962								浅香工業		2		1950		1970		2		1				浅香亮		大阪工業大学		1907		43

		5962								浅香工業		2		1971		1978								浅香昌三		大阪外国語大学		1920		51

		5962				29		0		浅香工業		4		1979		1987		1		1				北村喜久治		中学		1921		58

		5962				29		0		浅香工業		2		1988		1995		2		1				浅香昌三		大阪外国語大学		1920		68		59

		5962								浅香工業		5		1996		1997								黒田昭三		関西学院大学		1930		66

		5962								浅香工業		5		1998		2001								岸田安弘		大阪府立大学		1938		60

		5967								前田金属工業		1		1938		1977		2		0				前田軍治		関西大学		1902		36

		5967				30		1		前田金属工業		4		1978		1987								米田豊		東京大学		1929		49

		5967				30		1		前田金属工業		2		1988		2001		0		3		前田軍治の息子 ムスコ		前田英治		神戸商科大学		1932		56		46

		5975				31		0		東ﾌﾟﾚ		4		1958		1964								坂井他家喜		高校		1898		60

		5975				31		0		東ﾌﾟﾚ		3		1965		2001		2		1		son-in-law		石井恭平		京都大学		1923		42		35

		6208								石川製作所		1		1938		1973								直山与二		test		1896		42

		6208				32		1		石川製作所		4		1974		1989		0		1				野原重美		金沢大学		1923		51

		6208				32		1		石川製作所		2		1990		2001		1		1				直山泰		日本大学		1945		45		29

		6310								井関農機		1		1936		1965								井関邦三郎		test		1899		37

		6310				33		1		井関農機		4		1966		1976		1		1				森美徳		東京大学		1904		62

		6310				33		1		井関農機		2		1977		1992		0		1				井関昌孝		中学		1927		50		39

		6310								井関農機		6		1993		2000								堀江行而		一橋大学		1935		58

		6359				34		0		粟村製作所		4		1958		1968								太田十		大阪市立大学		1904		54

		6359				34		0		粟村製作所		3		1969		1997		1		1		son-in-law		井上武		日本大学		1924		45		34

		6359								粟村製作所		2		1998		2001								井上雅文		九州工業大学		1952		46

		6367								ﾀﾞｲｷﾝ工業		1		1934		1964		3		2				山田晁		高校		1884		50

		6367				35		1		ﾀﾞｲｷﾝ工業		4		1965		1971		2		1				土屋義夫		京都大学		1903		62

		6367				35		1		ﾀﾞｲｷﾝ工業		2		1972		1994		1		2		山田晁の長男		山田稔		東京大学		1921		51		44

		6367								ﾀﾞｲｷﾝ工業		6		1995		2001		1		1				井上礼之		同志社大学		1935		60

		6379								三興製作所		2		1945		1972								土田保三		東京大学		1886		59

		6379				36		0		三興製作所		4		1973		1985		1		3				福島喜雄		東京大学		1905		68

		6379				36		0		三興製作所		2		1986		2000								土田健三		慶應義塾大学		1933		53		40

		6586								ﾏｷﾀ		3		1955		1976						Adopted son		後藤十次郎		小学校		1897		58

		6586								ﾏｷﾀ		2		1977		1982								後藤修宏		静岡大学		1923		54

		6586				37		0		ﾏｷﾀ		4		1983		1988								加藤武		名古屋工業大学		1915		68

		6586				37		0		ﾏｷﾀ		2		1989		2001								後藤昌彦		慶應義塾大学		1946		43		37

		6752								松下電器産業		3		1949		1975		2		1		Adopted son		松下正治		東京大学		1912		37

		6752				38		0		松下電器産業		4		1976		1983		1		1				山下俊彦		高校		1919		57

		6752				38		0		松下電器産業		3		1984		1999		2		1		Adopted son		松下正治		東京大学		1912		72		64

		6752								松下電器産業		5		2000		2001								森下洋一		関西学院大学		1934		66



		6766								宮越商事		1		1948		1971		2		0				佐久間繁晴		高校		1923		25

		6766				39		1		宮越商事		4		1972		1975								伊藤健次郎		早稲田大学		1922		50

		6766				39		1		宮越商事		4		1976		1985								末角要次郎		高校		1927		49

		6766				39		1		ｸﾗｳﾝ		2		1986		2001								宮越邦正		高校		1941		45		31



		6773								ﾊﾟｲｵﾆｱ		1		1941		1970		2		4				松本望		test		1905		36

		6773		1		40		1		ﾊﾟｲｵﾆｱ		4		1971		1981		0		1				石塚庸三		東京大学		1915		56

		6773		1		40		1		ﾊﾟｲｵﾆｱ		2		1982		1998		3		0		松本望の長男		松本誠也		中央大学		1929		53		42

		6773								ﾊﾟｲｵﾆｱ		2		1999		2001		2		0		松本誠也の弟		松本冠也		早稲田大学		1930		69

		6923								ｽﾀﾝﾚ-電気		1		1933		1975		1		4				北野隆春		test		1891		42

		6923								ｽﾀﾝﾚ-電気		2		1976		1993		1		2		北野隆春の長男		北野隆興		慶應義塾大学		1921		55

		6923				41		1		ｽﾀﾝﾚ-電気		4		1994		1998		1		2				篠田在宏		拓殖大短期大		1937		57

		6923				41		1		ｽﾀﾝﾚ-電気		2		1999		2001		1		2		北野隆興の長男		北野隆典		慶應義塾大学		1956		43		38

		6924								岩崎電気		2		1944		1965		3		0				岩崎福市		高校		1905		39

		6924				42		0		岩崎電気		4		1966		1983		2		1				新垣長栄		台湾大学		1915		51

		6924				42		0		岩崎電気		2		1984		2001		2		0				岩崎満夫		成城大学		1931		53		35

		6985								ﾕ-ｼﾝ		1		1956		1964								田辺善吉		中学		1900		56

		6985				43		1		ﾕ-ｼﾝ		4		1965		1971								横田玄司		中央大学		1898		67

		6985				43		1		ﾕ-ｼﾝ		4		1972		1977								荒川正介		日本大学		1919		53

		6985				43		1		ﾕ-ｼﾝ		2		1978		2001		0		1				田邊耕二		青山学院大学		1934		44		31

		6993								森電機		1		1935		1980		3		2				森新治郎		test		1893		42

		6993				44		1		森電機		4		1981		1985								中島裕		高校		1918		63

		6993				44		1		森電機		2		1986		1993		2		1		森新治郎の二男 ジナン		森知		慶應義塾大学		1938		48		43

		6993								森電機		5		1994		1995								浦上裕		大阪府立大学		1930		64

		6993								森電機		6		1996		1996								市川隆		法政大学		1941		55

		6993								森電機		6		1997		2001								小川浩平		ｺﾛﾝﾋﾞｱ大院		1956		41

		6997								日本ｹﾐｺﾝ		1		1947		1973								佐藤敏雄		test		1896		51

		6997				45		1		日本ｹﾐｺﾝ		4		1974		1978		2		1				蟹江利夫		名古屋大学		1915		59

		6997				45		1		日本ｹﾐｺﾝ		4		1979		1986								綿引弘		北海道大学		1920		59

		6997				45		1		日本ｹﾐｺﾝ		2		1987		2001								佐藤敏明		玉川大学		1945		42		29



		7014								名村造船所		2		1942		1980								名村源		大阪市立大学		1910		32

		7014				46		0		名村造船所		4		1981		1987		1		1				菱田一郎		東京大学		1919		62

		7014				46		0		名村造船所		2		1988		2001								名村建彦		慶應義塾大学		1941		47		40



		7203		1		47		0		ﾄﾖﾀ自動車		4		1960		1966								中川不器男		test		1899		61

		7203		1		47		0		ﾄﾖﾀ自動車		2		1967		1981		3		1				豊田英二		東京大学		1913		54		47

		7203								ﾄﾖﾀ自動車		2		1982		1998		1		1		豊田英二の親戚 シンセキ		豊田章一郎		名古屋大学		1925		57

		7203								ﾄﾖﾀ自動車		5		1999		2001		1		1				奥田碩		一橋大学		1932		67

		7236								東洋ﾗｼﾞｴ-ﾀ-		3		1957		1969						son-in-law		宮崎富次郎		山形大学		1912		45

		7236				48		0		東洋ﾗｼﾞｴ-ﾀ-		4		1970		1980		1		1				佐々木菊丸		京都大学		1911		59

		7236				48		0		東洋ﾗｼﾞｴ-ﾀ-		4		1981		1988		1		1				岩崎宏		東京大学		1924		57

		7236				48		0		東洋ﾗｼﾞｴ-ﾀ-		4		1989		1998								橋本修二		東京大学		1933		56

		7236				48		0		東洋ﾗｼﾞｴ-ﾀ-		2		1999		2001								宮崎総一郎		早稲田大学		1946		53		24



		7244								市光工業		2		1949		1976		4		3				市川丑三		東京電機大学		1913		36

		7244								市光工業		3		1977		1984		3		0		son-in-law		塚谷哲也		慶應義塾大学		1919		58

		7244				49		0		市光工業		4		1985		1996								高田重男		明治大学		1932		53

		7244				49		0		市光工業		4		1997		2000								持丸守		早稲田大学		1934		63

		7244				49		0		市光工業		2		2001		2001						市川丑三の長男		市川侑男		早稲田大学		1940		61		45

		7306				50		0		丸石自転車		4		1956		1961								花村兵一		test		1898		58

		7306				50		0		丸石自転車		2		1962		1972		3		1				山口英吉		ﾗﾌｨｴｯﾄ大学		1911		51		45

		7306								丸石自転車		2		1973		1991		0		2				山口澄三郎		東京大学		1915		58

		7306								丸石自転車		5		1992		1992		3		1				西山幸太郎		中学		1918		74

		7306								丸石自転車		5		1993		2000								高田敬助		中学		1928		65



		7727								ｵ-ﾊﾞﾙ		1		1949		1987		2		2				加島淳		東京大学		1908		41

		7727				51		1		ｵ-ﾊﾞﾙ		4		1988		1993		2		0				高田明		横浜国立大学		1926		62

		7727				51		1		ｵ-ﾊﾞﾙ		2		1994		2001		1		1				加島淳一郎		東京外国語大学		1936		58		52



		7751								ｷﾔﾉﾝ		2		1942		1982		2		4				御手洗毅		test		1901		41

		7751		1		52		0		ｷﾔﾉﾝ		4		1983		1994		1		1				賀来龍三郎		九州大学		1926		57

		7751		1		52		0		ｷﾔﾉﾝ		2		1995		2001		1		1		御手洗毅の親戚 シンセキ		御手洗冨士夫		中央大学		1935		60		48

		7762								ｼﾁｽﾞﾝ時計		3		1946		1980		1		3		son-in-law		山田栄一		一橋大学		1908		38

		7762				53		0		ｼﾁｽﾞﾝ時計		4		1981		1986		2		0				山崎六哉		東京工業大学		1916		65

		7762				53		0		ｼﾁｽﾞﾝ時計		2		1987		1998		2		0				中島迪男		慶應義塾大学		1926		61		55

		7762								ｼﾁｽﾞﾝ時計		6		1999		2001		1		1				春田博		早稲田大学		1932		67



		7907								大日本木材防腐		1		1927		1974		0		1				鈴木総一郎		慶應義塾大学		1940		-13

		7907				54		1		大日本木材防腐		4		1975		1982		2		0				吉田武雄		名古屋大学		1913		62

		7907				54		1		大日本木材防腐		3		1983		1994		1		1		Adopted son		鈴木正治		東京大学		1924		59		51

		7907								大日本木材防腐		2		1995		2001						長男		鈴木龍一郎		慶應義塾大学		1960		35

		7990								ﾀﾞｲﾜ精工		1		1958		1973		1		0				松井義男		test		1906		52

		7990				55		1		ﾀﾞｲﾜ精工		4		1974		1986		1		1				杉本辰夫		北海道大学		1916		58

		7990				55		1		ﾀﾞｲﾜ精工		2		1987		2000		1		1				松井義侑		早稲田大学		1936		51		38

		7994								岡村製作所		1		1948		1983								吉原謙二郎		横浜国立大学		1913		35

		7994				56		1		岡村製作所		4		1984		1990		1		0				石渡正男		横浜高等工業		1922		62

		7994				56		1		岡村製作所		2		1991		1993								吉原尚文		早稲田大学		1946		45		38

		7994								岡村製作所		6		1994		2001								中村喜久男		東京都立大学		1933		61



		7997								くろがね工作所		1		1936		1974								三村和太郎		test		1887		49

		7997				57		1		くろがね工作所		4		1975		1981		2		0				菅野勤		京都大学		1924		51

		7997				57		1		くろがね工作所		3		1982		2001		1		2		son-in-law		神足泰弘		一橋大学		1934		48		41

		8025				58		0		ﾂｶﾓﾄ		4		1962		1969								山田弥一郎		test		1902		60

		8025				58		0		ﾂｶﾓﾄ		2		1970		1981								塚本市郎		京都大学		1914		56		48

		8025								ﾂｶﾓﾄ		2		1982		1995								塚本清		一橋大学		1926		56

		8025								ﾂｶﾓﾄ		5		1996		2000								辰己貞雄		高校		1933		63

		8059								第一実業		1		1948		1968								倉持正次郎		test		test

		8059				59		1		第一実業		4		1969		1980		1		1				河上敏雄		横浜国立大学		1919		50

		8059				59		1		第一実業		2		1981		1987		0		1				倉持修		東北大学		1922		59		47

		8059								第一実業		6		1988		1993		2		1				西村寿光		大阪府立大学		1926		62

		8059								第一実業		6		1994		1999								渡辺貞次		青山学院大学		1933		61

		8059								第一実業		6		2000		2001								新谷信征		同志社大学		1939		61



		9042								阪急電鉄		2		1959		1968								小林米三		京都大学		1909		50

		9042				60		0		阪急電鉄		4		1969		1977		3		1				森薫		京都大学		1904		65

		9042				60		0		阪急電鉄		4		1978		1986		1		1				柴谷貞雄		東京大学		1909		69

		9042				60		0		阪急電鉄		3		1987		2001						Adopted son		小林公平		慶應義塾大学		1928		59		41



		9601								松竹		1		1921		1970		1		1				大谷竹次郎		test		1877		44

		9601								松竹		2		1971		1983		2		1		大谷竹次郎の長男		大谷隆三		慶應義塾大学		1919		52

		9601				61		1		松竹		4		1984		1998		1		1				永山武臣		京都大学		1925		59

		9601				61		1		松竹		2		1999		2001						大谷隆三の長男		大谷信義		慶應義塾大学		1945		54		39

		9705								雅叙園観光		1		1948		1983		0		1				松尾国三		test		1899		49

		9705								雅叙園観光		2		1984		1987		0		1		松尾国三の妻		松尾ﾊｽﾞｴ		中学		1902		82

		9705				62		1		雅叙園観光		4		1988		1992								河野利貞		日本医科大学		1927		61

		9705				62		1		雅叙園観光		2		1993		2001								松尾栄之		日本大学		1928		65		60































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































P11-2

		Tenure of Family Member

		Group		Observation		Mean		Median

		Founder		286		30.23		30.00

		Blood heir		642		18.74		16.00

		Non-blood heir		127		18.40		17.00

		Sarariman		273		6.31		5.00







T2

		Table 2: Summary Statistics for Main Variables

				Mean		Median		Maximum		Minimum		Standard deviation

		Performance 

		ROA		4.60%		3.92%		30.36%		-18.97%		4.50%

		Industry-adjusted ROA		-0.65%		-0.94%		25.99%		-22.83%		3.89%

		Q		1.40		1.28		5.79		0.29		0.42

		Industry-adjusted Q		-6.13%		-10.31%		381.28%		-197.74%		36.81%

		Sales growth		8.02%		6.15%		114.77%		-70.28%		16.02%

		Industry-adjusted sales growth		-0.73%		-1.26%		116.82%		-87.61%		13.10%

		Employee growth		-0.34%		-0.48%		58.98%		-65.44%		8.12%

		Industry-adjusted employee growth		-0.61%		-0.49%		111.17%		-90.16%		9.03%

		Other Firm Characteristics

		Total assets (billion ￥)		189.00		32.40		16100.00		0.17		668.00

		Leverage		11.86%		9.54%		67.02%		0.00%		10.60%

		Capital expenditure		3.41%		1.60%		124.15%		-116.91%		9.51%

		Firm age		44.9		44.0		110.0		4.0		18.3







T3

		Table 3: Firm performance and characteristics

				Don firms

						Family firms								Non-don firms

				Founder firms		All		Blood heirs		Non-blood heirs		Sarariman

		Performance 

		ROA		7.12%		4.64%		4.57%		5.79%		3.75%		4.24%

		Industry-adjusted ROA		0.69%		-0.46%		-0.49%		0.19%		-1.03%		-0.91%

		Q		1.46		1.43		1.43		1.46		1.40		1.37

		Industry-adjusted Q		4.35%		-3.25%		-2.79%		1.24%		-10.29%		-8.93%

		Sales growth		14.72%		7.62%		7.61%		9.63%		5.55%		7.28%

		Industry-adjusted sales growth		1.82%		-0.75%		-0.69%		-0.33%		-1.48%		-1.06%

		Employee growth		2.42%		-0.23%		-0.13%		0.31%		-1.31%		-0.75%

		Industry-adjusted employee growth		1.06%		-0.60%		-0.48%		-0.45%		-1.35%		-0.84%

		Other Firm Characteristics

		Total assets (billion ￥)		58.2		120		114		164		106		237

		Leverage		10.40%		9.47%		9.44%		9.49%		9.60%		13.11%

		Firm age		29.2		45.5		46.1		43.4		45.2		46.7

		Family ownership, %		16.3		12.6		13.1		15.7		7.4		0.0

		Firm-year observations		4,272		13,882		9,730		2,125		2,027		31,484









T4

		Table 4: Relative performance by control classification, ANOVA results

		Benchmark		Premium for		ROA, %		Q		Sales growth,%		Labour growth, %

		Non-don firms		Don firms		0.728		0.076		0.929		0.657

						(0.00)		(0.00)		(0.00)		(0.00)

		Non-don firms		Founders		1.474		0.127		2.823		1.767

						(0.00)		(0.00)		(0.00)		(0.00)

				Blood heirs		0.481		0.067		0.467		0.479

						(0.00)		(0.00)		(0.01)		(0.00)

				Non-blood heirs		1.033		0.093		0.499		0.267

						(0.00)		(0.00)		(0.13)		(0.31)

				Sarariman		0.106		0.004		-0.207		-0.317

						(0.65)		(0.87)		(0.55)		(0.20)

		Blood heirs		Founders		0.992		0.061		2.356		1.288

						(0.00)		(0.00)		(0.00)		(0.00)

				Non-blood heirs		0.552		0.026		0.032		-0.212

						(0.04)		(0.41)		(0.93)		(0.45)

				Sarariman		-0.375		-0.063		-0.674		-0.796

						(0.13)		(0.02)		(0.07)		(0.00)

				Non-don firms		-0.481		-0.067		-0.467		-0.479

						(0.00)		(0.00)		(0.01)		(0.00)

		Non-blood heirs		Founders		0.441		0.035		2.324		1.500

						(0.17)		(0.29)		(0.00)		(0.00)

				Blood heirs		-0.552		-0.026		-0.032		0.212

						(0.04)		(0.41)		(0.93)		(0.45)

				Sarariman		-0.927		-0.089		-0.706		-0.584

						(0.01)		(0.02)		(0.13)		(0.10)

				Non-don firms		-1.033		-0.093		-0.499		-0.267

						(0.00)		(0.00)		(0.13)		(0.31)

		Sarariman		Founders		1.368		0.123		3.030		2.084

						(0.00)		(0.00)		(0.00)		(0.00)

				Blood heirs		0.375		0.063		0.674		0.796

						(0.13)		(0.02)		(0.07)		(0.00)

				Non-blood heirs		0.927		0.089		0.706		0.584

						(0.01)		(0.02)		(0.13)		(0.10)

				Non-don firms		-0.106		-0.004		0.207		0.317

						(0.65)		(0.87)		(0.55)		(0.20)







T5

		Table 5: Performance regressions, founder, family, and other firms

				ROA, %		Q		Sales growth,%		Labour growth, %

		Founder firms		1.140		0.109		2.416		1.445

				(0.00)		(0.00)		(0.00)		(0.00)

		Family firms		0.371		0.049		0.360		0.304

				(0.00)		(0.00)		(0.02)		(0.01)

		Firm size		0.119		0.005		0.325		0.258

				(0.00)		(0.24)		(0.00)		(0.00)

		Leverage		-0.095		-0.009		-0.072		-0.068

				(0.00)		(0.00)		(0.00)		(0.00)

		Capital expenditure		0.032		0.005		0.168		0.155

				(0.00)		(0.00)		(0.00)		(0.00)

		Firm age		-0.016		-0.000		-0.036		-0.025

				(0.00)		(0.88)		(0.00)		(0.00)

		Constant		7.359		1.878		5.089		1.769

				(0.00)		(0.00)		(0.00)		(0.01)

		Adj. R squre		0.33		0.35		0.31		0.17

		Number of firm clusters		1,367		1,289		1,367		1,367

		Year fixed effects		Yes		Yes		Yes		Yes

		Industry fixed effects		Yes		Yes		Yes		Yes







T6

		Table 6: Performance and family control, regressions summary

		Benchmark		Premium for		ROA, %		Q		Sales growth,%		Labour growth, %

		Non-don firms		Don firms		0.539		0.062		0.809		0.553

						(0.00)		(0.00)		(0.00)		(0.00)

		Non-don firms		Founders		1.143		0.109		2.414		1.441

						(0.00)		(0.00)		(0.00)		(0.00)

				Blood heirs		0.332		0.053		0.449		0.446

						(0.02)		(0.00)		(0.01)		(0.00)

				Non-blood heirs		0.850		0.076		0.385		0.147

						(0.00)		(0.01)		(0.22)		(0.54)

				Sarariman		0.047		-0.001		-0.111		-0.230

						(0.84)		(0.98)		(0.74)		(0.33)

		Blood heirs		Founders		0.811		0.056		1.965		0.996

						(0.00)		(0.00)		(0.00)		(0.00)

				Non-blood heirs		0.519		0.023		-0.064		-0.299

						(0.04)		(0.45)		(0.85)		(0.25)

				Sarariman		-0.285		-0.054		-0.560		-0.675

						(0.24)		(0.03)		(0.11)		(0.01)

				Non-don firms		-0.332		-0.053		-0.449		-0.446

						(0.02)		(0.00)		(0.01)		(0.00)

		Non-blood heirs		Founders		0.293		0.033		2.029		1.294

						(0.34)		(0.30)		(0.00)		(0.00)

				Blood heirs		-0.519		-0.023		0.064		0.299

						(0.04)		(0.45)		(0.85)		(0.25)

				Sarariman		-0.803		-0.077		-0.496		-0.377

						(0.01)		(0.03)		(0.26)		(0.25)

				Non-don firms		-0.850		-0.076		-0.385		-0.147

						(0.00)		(0.01)		(0.22)		(0.54)

		Sarariman		Founders		1.096		0.110		2.525		1.671

						(0.00)		(0.00)		(0.00)		(0.00)

				Blood heirs		0.285		0.054		0.560		0.675

						(0.24)		(0.03)		(0.11)		(0.01)

				Non-blood heirs		0.803		0.077		0.496		0.377

						(0.01)		(0.03)		(0.26)		(0.25)

				Non-don firms		-0.047		0.001		0.111		0.230

						(0.84)		(0.98)		(0.74)		(0.33)







P16-1

		Succession Events Selection Process		Drop		Remain

		Total Succession Events				915

		Drop Founder -> Co-founder		18		897

		Drop Family -> Interim Sarariman		62		835		Founder -> Interim Sarariman (24), Family -> Interim Sarariman (38)

		Drop Interim Sarariman -> Family		62		773

		Drop succession events which are shorter than 7 year windows		117		656		Blood heir (76), Non-blood heir (18), Sarariman (16), Cash out (7)

		Drop succession events which we have no family information		231		425		Blood heir (114), Non-blood heir (16), Sarariman (61), Cash out (40)

		Our Final Sample (Succession events which we have family information)				425
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		Table 7: Succession Events

		Successor type		Events		Successor sub-type		Events		Imperial

		Blood heir		242		blood heir is a merit university graduate		51		51		56.94

						blood heir is not a merit university graduate		191		191

		Non-blood heir		42		non-blood heir is legally adopted son and son-in-law		20		17		9.88

						non-blood heir is son-in-law, but not legally adopted son		22		25

		Sarariman		81		family retains top ten equity stake (sarariman-run family firm) 		81				19.06

		Subtotal of family firm successions						365



		Cash out		60		family not listed among top ten shareholders (non-don firm)						14.12

		Grand total		425				425







P16-2

		What is the p-value for the difference in family ownership (in year 0 in Figure 1) for Blood vs. Adopted sons for means and medians?



		T-test 		Blood		Adopted		Difference		T value

		Mean		13.369		18.584		-5.215		2.05

		Ranksum test		Blood		Adopted		Difference		Z value

		Median		8.73		18.37		-9.64		2.27





P16-3

		Firm characteristics

						Family firms								Non-don firms		All

				Founder firms		All		Blood heirs		Non-blood heirs		Sarariman

		Other Firm Characteristics

		Family ownership (%)		16.259		12.620		13.074		15.667		7.368		0.000		5.076

		Family Stakes (Billion Yen) (Mean)		2.02		8.06		7.22		14.98		4.90		0.00		2.55

		Family Stakes (Billion Yen) (Median)		0.54		0.54		0.57		0.67		0.35		0.00		0.00

		Family Stakes (Billion Yen) (Mean) Adjust for CPI using year 2000		2.55		8.74		7.83		16.31		5.23		0.00		2.80

		Family Stakes (Billion Yen) (Median) Adjust for CPI using year 2000		0.78		0.67		0.69		0.86		0.42		0.00		0.00

		Number of firms years		4,272		13,882		9,730		2,125		2,027		31,484		49638
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		Table 8: Performance changes around succession events

		Benchmark		Premium for		ΔROA		ΔQ		ΔSales growth		ΔLabor growth

		Non-blood heir		Blood heir 		-0.0186		0.0548		-0.0685		-0.0197

						(0.00)		(0.28)		(0.00)		(0.15)

				Sarariman 		-0.0409		-0.0199		-0.0522		-0.0069

						(0.00)		(0.74)		(0.15)		(0.82)

				Cash out		-0.0032		0.0544		-0.0145		-0.0075

						(0.78)		(0.65)		(0.74)		(0.78)

		Blood heir		Non-blood heir 		0.0186		-0.0548		0.0685		0.0197

						(0.00)		(0.28)		(0.00)		(0.15)

				Sarariman 		-0.0115		-0.0787		0.0123		0.0086

						(0.02)		(0.06)		(0.56)		(0.54)

				Cash out 		0.0077		0.0131		0.0183		0.0071

						(0.18)		(0.84)		(0.35)		(0.56)

		Sarariman		Blood heir 		0.0115		0.0787		-0.0123		-0.0086

						(0.02)		(0.06)		(0.56)		(0.54)

				Non-blood heir 		0.0409		0.0199		0.0522		0.0069

						(0.00)		(0.74)		(0.15)		(0.82)

				Cash out 		0.0114		-0.0036		-0.0068		-0.0157

						(0.18)		(0.96)		(0.80)		(0.37)

		Cash out		Blood heir 		-0.0077		-0.0131		-0.0183		-0.0071

						(0.18)		(0.84)		(0.35)		(0.56)

				Non-blood heir 		0.0032		-0.0544		0.0145		0.0075

						(0.78)		(0.65)		(0.74)		(0.78)

				Sarariman 		-0.0114		0.0036		0.0068		0.0157

						(0.18)		(0.96)		(0.80)		(0.37)







T9

		Table 9: Exogenous performance changes around succession events

		Benchmark		Premium for		ΔROA		ΔQ		ΔSales growth		ΔLabor growth

		Non-blood heir		Blood heir 		-0.0256		-0.0779		-0.1220		-0.0546

						(0.00)		(0.29)		(0.00)		(0.03)

				Sarariman 		-0.0434		-0.1219		-0.1417		-0.0861

						(0.00)		(0.26)		(0.01)		(0.02)

				Cash out		-0.0107		0.0087		-0.0040		-0.0297

						(0.47)		(0.95)		(0.94)		(0.37)

		Blood heir		Non-blood heir 		0.0256		0.0779		0.1220		0.0546

						(0.00)		(0.29)		(0.00)		(0.03)

				Sarariman 		-0.0178		-0.0440		-0.0197		-0.0315

						(0.06)		(0.57)		(0.55)		(0.13)

				Cash out 		0.0149		0.0867		0.1179		0.0248

						(0.19)		(0.43)		(0.00)		(0.25)

		Sarariman		Blood heir 		0.0178		0.0440		0.0197		0.0315

						(0.06)		(0.57)		(0.55)		(0.13)

				Non-blood heir 		0.0434		0.1219		0.1417		0.0861

						(0.00)		(0.26)		(0.01)		(0.02)

				Cash out 		0.0327		0.1306		0.1376		0.0564

						(0.03)		(0.36)		(0.01)		(0.07)

		Cash out		Blood heir 		-0.0149		-0.0867		-0.1179		-0.0248

						(0.19)		(0.43)		(0.00)		(0.25)

				Non-blood heir 		0.0107		-0.0087		0.0040		0.0297

						(0.47)		(0.95)		(0.94)		(0.37)

				Sarariman 		-0.0327		-0.1306		-0.1376		-0.0564

						(0.03)		(0.36)		(0.01)		(0.07)







P19

		IV estimation of change in performance surrounding family firm successions 1st stage IV estimation – for TEXT only

		Default		Non-blood heir

		Type of succession		Blood heir		Sarariman		Cash out

		The physical existence of a blood heir		4.0177		3.5265		4.1615						                                                   

				(0.00)		(0.00)		(0.00)						                                                   

		The IQ of the blood heir		0.2184		-0.0825		-0.5482						                                                   

				(0.79)		(0.93)		(0.60)						                                                   

		The “interest” of the blood heir in the business		5.3922		-0.3679		-0.7156						                                                   

				(0.00)		(0.62)		(0.37)						                                                   

		The exogenous pressures on the old man to step down		0.0004		-0.0664		-0.0687						                                                   

				(0.99)		(0.06)		(0.07)						                                                   

		The old man’s IQ (The educational attainment of old don)		-1.3183		-0.9920		-0.2107						                                                   

				(0.06)		(0.19)		(0.79)						                                                   

		The old man’s cultural leanings (dummy for the firm previously having an adopted heir in the board)		-1.5598		-2.4760		-2.4288						                                                   

				(0.04)		(0.01)		(0.03)						                                                   

		Constant		20.6860		6.1812		0.4865						                                                   

				(0.00)		(0.14)		.						                                                   

		Number of observation		425										                                                   

		LR Chi2		502.30

		Probability > chi2		0.0000

		Log likelihood		-234.07032

		Pseudo R-squared		0.5176

		Year dummies		Yes

		Industry dummies		Yes











What To Do With All the Money? Give It all Away?
Aging US tycoons pledge to “give 
all their money away” instead of 
giving it to their children
“It’s like thinking the best way to get 
Olympic teams is to get grandchildren 
of winners sixty years ago to play — it 
doesn't work that way”

- Bill Gates
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“[To] pass down the ability to 
command the resources of  the 

nation based on heredity rather than 
merit … [is like] choosing the 2020 

Olympic team by picking the eldest 
sons  of  the gold-medal winners in 

the 2000 Olympics.”

Andrew Carnegies' Gospel of Wealth

Vast inherited wealth ruins children because
Wealth dulls initiative
Wealth makes self-improvement unnecessary
Wealth keeps people from understanding true 

human nature
Carnegie’s advice 
A man who dies rich dies disgraced
 Success in business has two stages

1. Work hard to become very rich
2. Work even harder to give your money away to 

make the world better
 Leave your children enough so they can become 

whatever they want, but not so much that they can 
become nothing worthwhile

Carnegie’s legacy
 Thousands of municipal public libraries
 Carnegie Hall
 Carnegie-Mellon University
 Carnegie Endowment
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Is NGO activism deepening 
political polarization?



Retain the Family Firm to Do More Good?
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“[To] pass down the ability to 
command the resources of  the 

nation based on heredity rather than 
merit … [is like] choosing the 2020 

Olympic team by picking the eldest 
sons  of  the gold-medal winners in 

the 2000 Olympics.”

Do family firms put profits before ESG, CSR & DEI?  
 Family firms’ shareholders are the families, but report 

prioritizing legacy, reputation & continuity over profits
Data re. ESG, CSR, DEI, 2SLGBTQAI+ issues?   
Cruz, C., Larraza-Kintana, M., Garcés-Galdeano, L., & Berrone, P. (2014). Are family firms really more socially responsible? 
Entrepreneurship Theory and Practice, 38(6), 1295–1316. 

 Family firms score higher on community & environment (legacy 
& reputation?), lower on other social assessments (e.g., 
employee relations, diversity)  

Fiorillo, P., Mustilli, M., Ossorio, M., Salerno, D., & Sampagnaro, G. (2025). Family firms and ESG performance: The role of generational 
stage. Corporate Governance: The International Journal of Business in Society 

 Family firms score higher on ESG  (Founder-run firms score 
lower)

Berrone, P., Cruz, C., Gomez-Mejia, L. R., & Larraza-Kintana, M. (2010). Socioemotional wealth and corporate responses to institutional 
pressures: Do family-controlled firms pollute less? Administrative Science Quarterly, 55(1), 82–113. 

 Family firms score higher on environment, esp. re local issues 
(legacy, reputation)

Canavati, S.  2018. Corporate social performance in family firms: A meta-analysis. Journal of Family Business Management, 8(3), 235–273. 

 Community, environment, employees scores lower for listed 
family firms, higher for unlisted ones

 Effects stronger if institution & governance standards are lower
García-Meca, E., & Santana-Martín, D. J. (2023). Board gender diversity and performance in family firms: Exploring the faultline of family 
ties. Review of Managerial Science. 

 Spanish listed family firms less open to DEI diversity   
Miroshnychenko I, Miller D, De Massis A, Le Breton-Miller I. 2025. Are family firms green?. Small Business Economics 64(2)279-306

 Family firms are, if anything, less green than other firms
Jin K, Lee J, Hong SM. 2021. The dark side of managing for the long run: Examining when family firms create value. Sustainability 
13(7):3776.

 Korean family firms pollute more than other firms

Flankova F & Neckebrouck J. 2023. Irresponsible Families: Analysis of Greenwashing in Family Firms. Academy of Management Proceedings 

 Family firms greenwash more aggressively
 
Do family firms transmit ethics and norms?
Luft V, Heider AK, Liechtenstein H, El Sehity T. 2025. From transmission to co-creation. Understanding family value composites in 
multigenerational business families. Journal of Family Business Strategy 16 (3)100686.  
Bronk KC, Liechtenstein H, El Sehity T, Mitchell C, Postlewaite E, Colby A, Damon, W, ... Swanson Z. 2024. Family purpose. An empirical 
investigation of collective purpose. Journal of Positive Psychology 19 (4)662-674. 
Tàpies J, Fernández Moya M. 2012. Values and longevity in family business: evidence from a cross‐cultural analysis. Journal of Family Business 
Management 28;2(2):130-46.
Gallo MÁ, Tàpies J, Cappuyns K. 2004. Comparison of family and nonfamily business: Financial logic and personal preferences. Family business 
review 17(4):303-18.
Studies in Tàpies J, Ward J, editors. 2008. Family values and value creation: The fostering of enduring values within family-owned businesses. 
Springer 

 It depends … 
 

Taxes fund governments to solve social ills, but  
Kovermann, J., & Wendt, P. (2019). Tax avoidance in family firms: Evidence from large private firms. Journal of Contemporary Accounting & 
Economics, 15(2), 145–157.. 

 German family firms avoid taxes more aggressively
Brune, A., Thomsen, M., & Watrin, C. (2019). Family firm heterogeneity and tax avoidance: The role of the founder. Family Business Review, 
32(1), 66–85.

 Later generation-run German family firms are esp. aggressive in 
avoiding taxes. Founder run firms just  pay up. 

Mafrolla, E., Matozza, F., & D'Amico, E. (2016). Tax aggressiveness in family firms and the non-linear entrenchment effect. Journal of Family 
Business Strategy, 7(3), 178–184

 More ensconced Italian business families avoid taxes more 
aggressively

Chen, S., Chen, X., Cheng, Q., & Shevlin, T. (2010). Are family firms more tax aggressive than non-family firms? Journal of Financial Economics, 
95(1), 41–61

 S&P 1500  family firms avoid taxes less aggressively  . 

New view from the Left 
Business corporations should 

stay out of politics!



Consult Experts? The Economics of Experts
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Johnson K, J Ehrlinger J & J Kruger. 2003. Why people fail to recognize their own incompetence. Current directions in psychological science 12(3)83-87
Sanchez C & Dunning D. 2018. Overconfidence among beginners: Is a little learning a dangerous thing? Journal of Personality and Social Psychology 114.1
Dunning D. 2012. Self-Insight: Roadblocks & Detours on the Path to Knowing Thyself. Psychology Press 
Dunning D, Heath C & Suls JM. 2004. Flawed self-assessment: Implications for health, education & the workplace. Psych sci in the public interest 593)69-106

Dunning-Kruger Effect & related phenomena
 Less expert experts are more confident about their expertise 
 People with less expertise gauge experts’ expertise worse
 More expert experts are less likely to give advise
 Higher IQ experts are better at rationalizing, not more rational
 Experts “herd” because they need to impress other experts, 

which can induce a false consensus, which most experts 
privately find questionable (but dare not question)

 Experts cultivate conspicuous convictions:  Highlight & 
broadcast fashionable convictions to attain & retain social 
status – esp. among experts 

Explanation
 Regression to the mean in estimated or self-estimated expertise

𝑬𝑬 𝝋𝝋 = 𝒃𝒃𝒃𝒃 + 𝟏𝟏 − 𝒃𝒃 �𝝋𝝋 + 𝒆𝒆



Succession: Economic Cost-benefit Analysis 
Burkart, Mike, Fausto Panunzi & Andrei Shleifer. 2003. Family firms. Journal of Finance 58, 2167-2202.

What is the next generation to do?
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Cash out
 2nd & later generations do good or ill?
 Social welfare impacts
 Wealthy business family heirs are often unhelpful politicians
  Giving money away usefully is hard work 
 Giving money to NGOs & activist organizations may not 

promote genuine progress 
 Andrew Carnegie aimed local by funding municipal 

libraries, concert halls, universities, supporting artists, …  

Retain control
 2nd & later generations run firm better or worse?
 Externalities (impacts on firm’s other stakeholders)

Generation 2nd + family firm are not clearly run better  
Generation 2nd + family firms are not clearly better job 
creators
Generation 2nd + family firms are not clearly more socially 
motivated 
Generation 2nd + family firms do CSR, ESG, DEI, etc. may not 
be more effective or beneficial
Generation 2nd + family firms are not clearly better at 
developing productivity-improving innovations

People (especially people in families) disagree 
about what the social good is



Gracias
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“This must be a 
family restaurant, 

everyone is 
arguing.”
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