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The outcomes of the third party succession

Toshio Goto

Japan University of Economics

Abstract

This empirical paper sheds light on the third party succession of management, focusing on its
magnitude and the outcomes, which has been overlooked despite its importance. The paper
contributes to the literature first with the new finding that the third party succession of management
is observed in about one third of the listed family businesses in Japan. Utilizing the agency theory, the
paper presents four outcomes of the third party succession, starting with the separation of ownership
and management, a new type of agency problem when the family seeks the nonfinancial goal while
the non-family management seeks the financial goal, the conflict between the family and the non-
family executives resulting in the ousting of the family from its business in the extreme case, and, the
last but not the least, the negative impact on the national economy. The rest of the paper is
structured as the literature review, method and the results, discussion, implications before arriving at

the conclusion.

Keywords : 77 IV —VE I ARA, Ak, T—I= v —ME w7, FEHEREE

Family business, succession, agency problem, conflict, non-family executive
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