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\We examine corporate governance in family firms empirically. For this purpose, we examine the
turnover of top executive in Japanese firms throughout the period 1990-2013. Many previous
researches show that replacing poorly performing top managers is a necessary condition for good
corporate governance and the sensitivity of top manager turnover to performance as a measure of
the quality of corporate governance. Top executive turnover was overall significantly negatively
sensitive to all of the performance indicators : ROA, ROE, and RET. This results show that top
executive turnover sensitivity to corporate performance has not changed in spite of skepticism on
corporate governance of Japanese firms. In addition, we find that there is the shift from return on
assets (ROA) to return on equity (ROE) and stock returns as performance indicators that turnover
is most sensitive to. Generally, top executive turnover at family-run firms occurs through hereditary
succession ; thus, we can predict that turnover sensitivity to performance decreases with
managerial ownership and when the manager is a member of the founding family of the company.
We confirm this prediction. We find that the frequency of top executive turnover and sensitivity to
firm performance are significantly lower in family firms.
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1. BFERREEOBE

AMETEHI7I—DLEDI—RL—MNF U RDIRRERIIMIRIIT A2 BiELz. a—RL—FNFURDRRERT
FEIELLTREERRICEIALE BEEXROEBADORBIGEFI—RL— I NFTURADELELERIIHELLTETHET
LLEMELN TN, THLhLEBOELRICEREENATRSELNDEEZI—RL— M /NFURNEEELTWRIETHDIEERZD
DTHD, BICEBNBELTVSICHEHOLTREBEXRANRET . REENBE-TVSKREI—RL—MI/\F 2 R HERE
TWELRREEZDDTHD, FTDF=HIZ 1990 A5 2013 FORII 1 LIELEDLEERE REEMNRE BT ERFIEER,
BB ENER)DECIABREENRERICEZIEELEIMICOR L. PTTORER. CEZEENELTIEEEERRDE
EAFREMICEEIZERLTUL =, LELAAS, COLSHBRITIHENIRBEICELILSILRATEIRLNT . HEMN TS EL
TEALBORKDOBEOARONT-. COEILEFRIEL 1990 EMD 2013 FET—ELTRONA . BEERKHERLENS LS
EEBIIEILTUL =, 1990 A5 1997 EFTIIMREEFRIRAREMNEELE X TU=A, 1998 FLIE (XM E B ARFIFEAS
B REIBENBNEEZF OLSITH>TETCNV . CORBRF. AFOHKE. KIZHEABBEEEROEMIZESKEDH
EEERITIEEL—HITEEDTHD, 77— ETIEIRBREERKEERNIETI7I—DELIVIFEITEL of, FLEER
ADBREEZTROEGELET7IV—EELLERLTERIIEN o=, COBKRIE, 773 —EDa—RL—rANFUANED
FI)—RELFELE-TNAIEETRLTILNS,

2. WIERREEOME GER)

We examine corporate governance in family firms empirically. For this purpose, we examine the turnover of top executive in Japanese
firms throughout the period 1990-2013. Many previous researches show that replacing poorly performing top managers is a necessary
condition for good corporate governance and the sensitivity of top manager turnover to performance as a measure of the quality of
corporate governance. Top executive turnover was overall significantly negatively sensitive to all of the performance indicators: ROA,
ROE, and RET. This results show that top executive turnover sensitivity to corporate performance has not changed in spite of
skepticism on corporate governance of Japanese firms. In addition, we find that there is the shift from return on assets (ROA) to
return on equity (ROE) and stock returns as performance indicators that turnover is most sensitive to. Generally, top executive
turnover at family—run firms occurs through hereditary succession; thus, we can predict that turnover sensitivity to performance
decreases with managerial ownership and when the manager is a member of the founding family of the company. We confirm this
prediction. We find that the frequency of top executive turnover and sensitivity to firm performance are significantly lower in family
firms.
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