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Why Family Business is Destined to Become Non-family Business?

Mechanism of the Dilution of Family Ownership
& the Deterioration of the Family Influence

GOTO, Toshio
Professor, Graduate School of Management, and Dean

Japan University of Economics
Abstract

Using the family business theory, this empirical paper aims to examine the mechanism of the
dilution of the family ownership & the deterioration of the family influence through business
succession for generations. The research question is how family business, more specifically its family’s
ownership and managerial presence, is transformed since its founder. To answer the question, the
paper analyzes major automobile manufacturers in Japan since the beginning of the last century, to
examine the family influence in its ownership and management, tracing it from the founder. The
paper reveals the facts as following: family firms decrease the family influence during the lapse of the
time, and especially at the time of going public. Two factors, gravity and resistance power are
identified as instrumental to change the family influence over its business directly in its ownership
and indirectly in its management. Among the factors instrumental to the change of the family
business status, gravity always works to lower the family influence unless resistance power is exerted
through the continuous efforts of the family and its business. The paper indicates that the findings are
universal, not confined to a specific industry and country. The paper addresses its implications

including academic, practical and administrative ones, before arriving at the conclusion.
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