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The achievements of the research projects can be summarized in three parts:
1. Academic publications including journal articles and books on family firms, 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 service industry, comparative analyses between listed
family and non-family firms, the relationship between family firms and finance research, and a book
on family business and academics. For cases of Japanese family firms, we visited various family
firms in Japan in the service industry and wrote cases about their strategies, unique features and
etc. Lastly, we created a database for listed family firms in Japan that include corporate
governance and financial variables for future analysis.
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Family firms are unique among the listed firms. They hold a large share of the listed
firms in many countries. For example, family firms hold 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 constitute nearly
69% of the listed firms (Figure 1). As Japan’ s economy has recovered, the family
firms are expanding and the government is putting importance for the development of
family firms to ensure regional economic growth.

Figure 1: Distribution of Family Versus Non-family IPO firms (1997-2012)
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1997|1998 (199920002001 (2002|2003 | 2004 | 2005 [ 2006 | 2007 | 2008 | 2009 | 2010|2011 | 2012
Family firms 28 | 50 | 80 | 146 [115| 95 | 83 (122|108 |128 | 79 | 40 | 12 | 14 | 23 | 20
Non-family Firms| 11 | 33 | 22 | 47 | 48 | 26 | 33 | 42 | 42 | 47 | 33 | 7 6 5 12| 3
Unclassified 2 3 5 11 | 6 3 5 (10| 7 12 | 7 2 1 3 1 |23

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

One of the essential 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). Family firms also have a desire to pass firms onto successive
generations (Achleitner et al., 2014; Hasso and Duncan, 2013). By contrast,
professional managers usually manage non-family firms with a board composed of
independent directors and experts followed by a disaggregated substantial number of
small shareholders. Thus, non-family firms are likely to take less opportunistic
decisions (Miller and Le Breton-Miller, 2006) causing superior and stable performance
over family firms.

However, in recent years, several studies claimed that family firms tend to outperform
non-family firms (Cirillo et al., 2017; Vieira, 2016; Bona et al., 2008; Saito, 2008;
Allouche et al., 2008). This finding creates a puzzle. This is because compared with
family firms, the performance of non-family firms assumed to be better due to
professional managers and boards with higher accountability. Then, the key question is
why do family Ffirms have superior performance over non-family firms? In other words,
what contributes family firms to have such superior performance? We planed to address
this puzzle by investigating and comparing the relationship between governance
structure and performance of listed family firms and non-family firms in Japan.

The purposes of the research were as follows:

(a) To explore whether family firms have excellent long-term operating performance
compared to non-family firms. If so, what kind of financial and accounting strategies
do family firms adopt to achieve superior performance?

(b) To comprehend how family ownership moderates the relationship between firm
performance, audit quality and board structure.

(c) To understand the type of financial and accounting strategies those family firms
adopt for business succession.




(d) To create a database of the governance structure of family firms and non-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 used a primary survey to produce some cases of
family firms in Japan.

The achievements of the research projects can be summarized in three parts: 1. Academic
publications including journal articles and books on family firms, 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 service industry, comparative
analyses between listed family and non-family firms (summary of the findings are
discussed below), the relationship between family firms and finance research, and a
book on family business and academics. For cases of Japanese family firms, we have
visited various family firms in Japan in the service industry and wrote cases about
their strategies, unique features and etc. Lastly, we created a database for listed
family firms in Japan that include corporate governance and financial variables for
future analysis.

(Summary of research results by Kojima, Adhikary, and Tram (2020)) This paper shows
that family firms outperform the non-family counterparts on both accounting and market-
based measures of firm performance, such as ROA and Tobin’ s Q, when univariate analysis
is invoked. On multivariate analysis, family ownership reduces firm performance,
indexed by ROA, but promotes the same with Tobin’ s Q. Among the governance elements,
we find that institutional shareholding is a significant and positive factor for
boosting the performance of both family and non-family firms. Moreover, board size
inspires the performance of non-family firms, while such influence is not observed for
family firms. In terms of ROA, foreign ownership stimulates the performance of both
family and non-family firms. Furthermore, government ownership positively influences
the performance of family firms, while board independence significantly negates the
same. Besides, we find that the performance of family firms run by the founder s
descendants are superior to that of family firms run by the founder.
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