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The achievements of the research projects can be summarized in three parts:
Academic publications, including journal articles and working papers; 2. Cases of Japanese family
firms; and 3. Database of family firms. For academic publications, we publish papers on Japanese
traditional family firms in the manufacturing industry, comparative performance analyses between
listed family and non-family firms, the stock performance comparison between listed family and
non-family firms after Merger and Acquisitions (M&As), comparisons between family firms’ and
non-family firms’ financial strategies, and comparisons of downsizing strategies between these
firms. Lastly, the new database containing manager types, corporate governance, and financial
variables is constructed and used in the publications for this research fund and future analysis.
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Family firms are unique among the listed firms. They hold substantial shares of the
listed firms in many countries. For example, family firms control 60% of the listed
firms in France, Italy, and Germany (Faccio and Lang, 2002), 67% in Australia (Glassop,
2009), and 35% in the US (Anderson and Reeb, 2003), implying the importance of such
firms on stock market development and economic growth. In Japan, family firms hold
nearly 70% of the listed firms (Figure 1). Family firms are expanding in Japan as the
government is putting more importance on developing family firms to promote regional
economic growth.

Figure 1: Distribution of Family Versus Non-family IPO firms (2000-2017)
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Note: The definition of family firms is that the founding family is on the top 10
shareholders list, or the founding family is the company’ s President or Chairman with
representative power. The information is hand-collected from the IPO Prospectus.
Unclassified indicates firms that do not have the required information to be classified
as a family firm.

One of the critical features of family firms is that the founding family members often
control family firms by holding top managerial positions with a significant portion of
equity (Saito, 2008). By contrast, a professional board composed of independent
directors and experts runs non-family firms (Kojima et al., 2020). Thus, non-family
firms are likely to make less opportunistic decisions (Miller and Le Breton-Miller,
2006), leading to having superior and stable performance over family firms. However,
some recent studies revealed that family firms outperform the non-family firms in many
countries (Kojima et al., 2020; Cirillo et al., 2017; Vieira, 2016; Saito, 2008;
Allouche et al., 2008). Some studies also segregated the family firms into different
types, such as family firms run by founder and founder®s descendants (Saito, 2008).
Yet, some others checked the performance of family firms when the CEO is from non-
family firms (Miler et al., 2014). The empirical outcomes of all those findings are
inconclusive thus far. In our previous research, we find that family firms outperform
the non-family firms in Japan in terms of Tobin' s Q. Also, foreign shareholding
inspires the performance of family firms, but board independence negates the same. Now,
we want to dig into the performance of family firms further by separating them into
different groups and incorporating sophisticated performance measurement tools such as
earnings management. Our key scientific questions are: Does the performance of family
firms such as founder run, heir type, and salaryman type vary when earnings management
tool is applied? Are the financial strategies adopted by family firms resilient in
generating stable returns in the long run, even in a financial crisis period? Do the
non-family CEOs matter in the performance difference between types of family firms?



Can the main governance springs such as board composition, ownership, structure, and
audit quality inhibit the earnings management of different types of family firms?

It is worth to mention that there are two types of earnings management: real earnings
management (REM) and accrual earnings management (AEM) (Roychowdhury, 2006; Beckman et
al., 2019). In the case of REM, mangers manipulate earnings through reshuffling real
activities such as cost of production, general and administrative expenses, price
discounts, and credit terms. On the contrary, mangers adopt accounting discretions
embedded in GAAP or IFRS, such as provisions, depreciation, inventories, accounts
payable and receivables, and research and development cost to eschew losses and
volatility in the stream of earnings under the accrual earnings management. Thus,
earnings management is considered a powerful tool to detect firms' true performance
that cannot be obtained through common performance measures such as ROA, ROE, or
Tobin’ s Q. To the best of our knowledge, no study has been undertaken so far on the
Japanese setting that has examined the earnings management behavior of listed family
firms in a broader context such as family firms run by the founder, heir type, and
salaryman type. This research expects to fill this gap.

The purposes of the research were as follows:

(a) To explore and clarify whether the performance of family firms vary by family firm
types such as founder run, heir type, and salaryman run when earnings management tool
is applied as a measure of firm performance.

(b) To examine how financial strategies impact the performance of different types of
family firms in the long run including the financial crisis period.

(c) To comprehend the impact of governance factors on the earnings management behavior
of family firms.

(d) To create a database of family firms to assist in future research.

We adopted a mixed research method to obtain anchored research objectives. We conducted
a field survey and collected necessary secondary data for empirical analysis. We also
created a database of family firms in Japan for the empirical analysis. We used STATA
to run all statistical analyses. Precisely, we used econometric tools to analyze how
family ownership moderates the relationship between firm performance, audit quality,
and board structure. Side by side, we conducted field visits to produce some cases of
family firms in Japan.

The achievements of the research projects can be summarized in three parts: Academic
publications, including journal articles and working papers; 2. Cases of Japanese
family firms; and 3. Database of family firms. For academic publications, we publish
papers on Japanese traditional family firms in the manufacturing industry, comparative
performance analyses between listed family and non-family firms, the stock performance
comparison between listed family and non-family firms after Merger and Acquisitions
(M&As), comparisons between family firms’ and non-family firms’ financial strategies,
and comparisons of downsizing strategies between these firms. Lastly, the new database
containing manager types, corporate governance, and financial variables is constructed
and used in the publications for this research fund and future analysis.

(Summary of research results by various publications)

(Song, Kubo and Kutsuna 2023a)

This paper examines how family ownership, management, and prior transaction experience
affect long-term stock market performance following acquisitions and divestments in
Japan. We find that family ownership positively affects both post-acquisition and post-
divestment stock market performance for up to 36 months. The relationship between
family ownership and post-transaction performance is linear rather than convex.
Compared with non-family firms, we find that family firms consistently outperform in
stock market returns across 12, 24, and 36 months after completing acquisitions or
divestments.

(Song, Kubo and Kutsuna 2023b)



Drawing on agency theory, this study examines whether the financial strategies of
family firms differ from those of non-family firms and whether financial strategies
affect the relationship between family involvement and firm performance. Using a sample
of 3,559 Japanese listed firms from 1991 to 2021, our results show that family firms
tend to issue more debt, pay lower dividends, and hold more cash than their non-family
counterparts.

(Song, Kubo and Kutsuna 2024)

This paper examines how family firm CEO type-that is, whether the CEO of a family firm
is the founder, an heir, or a professional (outside) executive—influences downsizing
decisions and the moderating effects of firm name, geographical location, and financial
crises on the relationship between CEO type and downsizing. Using a large dataset of
firms listed on Japanese stock markets between 1991 and 2021, we show that family firms
are less likely to downsize than non-family firms, and that this is driven by heir
CEOs and professional CEOs.

(Adhikary, Kojima and Kumar 2024)

We examine whether family firms in Japan outperform non-family firms. Also, we study
the influence of foreign ownership on the performance of family firms. We use a sample
of 1384 manufacturing firms, comprising 546 family and 838 non-family firms, listed on
the Tokyo, Osaka, and Nagoya Stock Exchanges. We classify family firms based on the
information available on the annual reports and retrieve necessary data from Bloomberg
and Osiris databases covering the period 2014 to 2018. Using the pooled OLS regression
model with two-way clustering, we obtain consistent estimates that family firms
outperform non-family firms in Japan in terms of both accounting and market-based
measures of financial performance, such as ROA and Tobin’ s Q. Also, we find that
foreign ownership positively and significantly promotes the performance of family firms
compared to non-family firms. Our findings provide robust estimates of different levels
of family ownership, suggesting that foreign shareholders can augment the performance
of family firms by minimizing principal-principal conflicts and improving the
monitoring functions of the management.

(Sughara 2024, Kojima 2024a&b, Ushio and Kojima 2024)
The publications are based on field visits and structured and unstructured interviews
of family-owned traditional Japanese Ryokan (Hotel).
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