

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Family Firms

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			61 Pages
		
		

		Posted: 6 Feb 2002
		
		
		
	

	
		
			
			




	See all articles by Fausto PanunziFausto Panunzi
Bocconi University - Department of Economics; European Corporate Governance Institute (ECGI); Centre for Economic Policy Research (CEPR)
Mike Burkart
Swedish House of Finance; London School of Economics and Political Science, Department of Finance; Finance Theory Group (FTG); Centre for Economic Policy Research (CEPR); European Corporate Governance Institute (ECGI)
Andrei Shleifer
Harvard University - Department of Economics; National Bureau of Economic Research (NBER); European Corporate Governance Institute (ECGI)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 4 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Family Firms

								
							
							
							
								
									Number of pages: 61
								
								
									Posted: 06 Feb 2002
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							2,506
							
						

					

					
					

					
						
							
						

						
							
								
									Family Firms
									

								
							
							
							
								NBER Working Paper No. w8776
							

							
							
								
									Number of pages: 47
								
								
									Posted: 07 Feb 2002
								
								
									Last Revised: 26 Jun 2022
								
							

							
						

						
							
							Downloads
							  131
							
						

					

					
					

					
						
							
						

						
							
								
									Family Firms
									

								
							
							
							
								
									Number of pages: 49
								
								
									Posted: 21 Mar 2002
								
								
							

							
						

						
							
							Downloads
							   25
							
						

					

					
					

					
						
							
						

						
							
								
									Family Firms
									

								
							
							
							
								
								
									Posted: 18 Oct 2003
								
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: September 2002

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We present a model of succession in a firm owned and managed by its founder. The founder decides between hiring a professional manager or leaving management to his heir, as well as on how much, if any, of the shares to float on the stock exchange. We assume that a professional is a better manager than the heir, and describe how the founder's decision is shaped by the legal environment. Specifically, we show that, in legal regimes that successfully limit the expropriation of minority shareholders, the widely held professionally managed corporation emerges as the equilibrium outcome. In legal regimes with intermediate protection, management is delegated to a professional, but the family stays on as large shareholders to monitor the manager. In legal regimes with the weakest protection, the founder designates his heir to manage and ownership remains inside the family. This theory of separation of ownership from management includes the Anglo-Saxon and the Continental European patterns of corporate governance as special cases, and generates additional empirical predictions consistent with cross-country evidence. 
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