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Abstract: Economists have long acknowledged that the structure of the family (number of 
offspring, marital status, etc.) plays a crucial role in important economic decisions (e.g., 
labor supply, demand patterns, portfolio choice, educational attainment).  In this paper we 
investigate the link between family structure and corporate decisions of family firms.  
Even though there is considerable anecdotal evidence on this link, there is no systematic 
study. This paper fills this gap. To this end, we assembled a unique dataset with 
accounting information from 1995 to 2002 of the universe of privately held firms in 
Denmark.  Our dataset includes the family trees of the owners as well as personal 
information about all family members.  This information allows us to identify family 
firms among privately held firms.  We find that, using a 50% definition of control, 89% 
of privately held firms are family firms.  We focus on the decision whether to choose a 
family member or an outsider as the next CEO.  We show that the larger the pool of 
potential heirs, the higher the probability of family transition.  Also we document that this 
probability is significantly lower when all offspring are female.  Finally, family conflicts 
(proxied by divorce or multiple marriages) reduce the probability of family transition.  In 
a robustness check we show that there is a causal effect from family structure to 
corporate decisions. We do this by instrumentimg the number of children with sibling sex 
composition and by restricting the sample to one in which founders had their last child 
years before founding the firm. 
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1. Introduction 

Economists have long acknowledged that the structure of the family plays a 

crucial role in important economic decisions.  There is a vast literature documenting that 

family size (number of children) affects, among other things, demand patterns, labor 

supply, portfolio choices, and the demand for housing (for a summary, see Browning, 

1992).  Parent’s divorce has been linked to offspring’s lower levels of school 

achievement and participation in the labor market (for a summary see Del Boca, 2003).  

Furthermore, sibling sex composition has been shown to affect educational attainment 

and earnings (Butcher and Case, 1994). 

The corporate decisions in “family firms” also seem to be driven to a large extent 

by family structure.  Family firm scholars consider the family side of business decisions 

to be as important as economic considerations (see Ward, 1987, and Gersick, Davis, 

McCollom, and Lansberg, 1997).1 Gersick et al.(1997) provide the following examples. 

An estate planning attorney may be puzzle by a client’s reluctance to 
implement the most rational distribution plan, until she considers the client’s 
conflicts between his desires as a parent (to treat each offspring equally) and 
as a business owner (to consolidate control in one successor). Similarly, an 
apparently illogical expansion strategy for a growing company may make 
sense only when one understands the needs of co-owners siblings to keep their 
divisions equal size, no matter what. (Page 5) 

 

A different example is the case of S.C. Johnson & Company, which was divided, 

in three legally independent firms and each was given to one of the three offsprings of 

Samuel Curtis Johnson, the controlling owner (The New York Times, August 22, 1999). 

                                                 

1 Ward (1987) writes “This reflects a fourth basic truth that we will return to again and again, 

namely, that family circumstances critically influence the choice of business strategy” (page 8). 
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Even though these examples are suggestive of a link between family structure and 

corporate decisions in family firms, there is no systematic study on the causal effect of 

family characteristics on corporate decision of family firms.  Understanding of this link is 

important for a number of reasons.  First, family firms constitute a large fraction of the 

economy of every country.  La Porta, Lopez de Silanes and Shleifer (1999) document 

that, using a strict definition of control, 30% of the largest publicly traded firms in the 27 

countries in their sample are controlled by a family.  Using a less strict definition of 

control and focusing on medium-sized publicly traded firms, the fraction of family 

controlled firms is 53%.2 In the U.S. Anderson and Reeb (2003) and Perez-Gonzales 

(2002) document that approximately a third of the S&P 500 firms are family firms. The 

prevalence of family firms among private firms is presumably higher.  Second, if a causal 

link between family structure and corporate decisions is established, it can shed light into 

cross country differences and changes over time in the prevalence of family firms.3 

The purpose of this paper is to fill this void. To this end, we assembled a dataset 

that includes the universe of privately held corporations registered in Denmark.  Our 

dataset includes balance sheet and income statement figures for all firms from 1995 to 

                                                 

2 Similar results about the prevalence of family firms are reported by Claessens, Fan and Lang 

(2000) and Faccio and Lang (2002). 

3Family firm scholars argue that cross country differences in the prevalence of family firms can be 

traced back to family circumstances: “Stronger family traditions and limited competing career 

opportunities have made Europe and Latin America amore fertile ground for [family firms with cousins-

owners]. In the United States, with its strong emphasis on entrepreneurship, independence, mobility and 

focus on the nuclear rather than the extended family, the bulk of family firms that survive past the first 

generation are more likely to subdivide and recycle to [firms with a single owner] and [firms with sibling-

owners” Gersick et al. 1997, page 53, emphasis added). 
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2002.  It also contains the names and, in many cases, the stakes of all owners. What 

makes our dataset unique is that we were able to obtain the family tree of each owner 

together with personal information about all family members.  The family tree allows us 

to identify family firms.  In addition, we use the family information --number and gender 

of children and marital status, e.g., divorced, multiple marriages-- to test specific theories 

about the relation between family structure and corporate decisions. 

Because no other dataset with such comprehensive data on privately held family 

firms and the families that control them exist, the first contribution of the paper is simple 

to establish some stylized facts about privately held family firms.4  For example, using a 

definition of control of 50%, we find that approximately 75% of all privately held firms 

are family controlled.  Other estimates of the prevalence of family firms either relate only 

to publicly traded firms or are simply guesses.5 

We focus on a single corporate decision: the decision whether to name a family 

member or an outsider as the new CEO.  We choose this decision to illustrate the role of 

family consideration on corporate decisions because both economic and family 

considerations seem to be at play. 

The first potential effect from family structure to CEO transition relates to the 

potential pool of family candidates.  The higher the number of children, the more likely 

that one of them will have the necessary abilities to run the firm. There is, however, a 
                                                 

4 Gersick et al. (1997) writes: “A truly reliable data base that will give specific demographic 

information about the number and type of family firms has yet to be developed.” (page 25) 

5In fact, talking about estimates of the number of family firms, Shanker and Astrachan (1996) 

write: “Closer analysis of these statistics reveals that a large portion of these family business “facts” have 

been cited so often that original sources cannot be located…We then traced statistics to their origin. The 

majority of statistics identified were not rooted in formal research.” (page 107) 
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potential countervailing effect. As the number of children is increased, conflicts among 

them are more likely. To avoid family conflict, the owner might choose to bypass his/her 

offspring and to favor an outsider. 

 A second way by which family structure can affect the identity of the new CEO is 

through the gender of the potent ial heirs.  It might be that controlling owners prefer to 

choose male descendants to female ones.  At least for the U.S., there is evidence that 

women are discriminated in family firms, although this has started to change. This 

evidence comes from a survey conducted by MassMutual (2003).  We test whether this 

discrimination is present in a large sample of firms. 

 Third, a potential reason why an owner might decide to bypass their offspring is 

in cases in which there is family conflict.  We use the fact that the controlling owner is 

divorced, or have had multiple marriages as a proxy for conflict. 

 In multivariate regressions we find that the family variables are significant.  The 

number of children significantly increases the probability of a family transition (although 

there is some evidence that the effect is nonlinear and that, after three children the 

probability decreases).  The probability of family transition is significant lower when 

none of the offspring are men.  Also, our proxy for family conflict is significantly 

negatively correlated with the probability of transition.  Interestingly, when we include 

some economic variables as controls (size and profitability of the firm, and industry 

concentration) they are sometimes significant and sometimes they are not.  Taken 

together these results attest to the importance of family considerations. 

 There is a long tradition in economics about the underlying economic reasons for 

many family decisions (Becker, 1991). This raises the concern that our family variables 
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are endogenous. To mitigate this concern, we proceed as follows. First, following Angrist 

and Evans (1998), we instrument for the number of children by using the sibling sex 

composition of the first two children.  It has been shown, that parents have a preference 

for having offspring of both gender, and this preference leads to a higher probability of a 

third child when the first two are of the same sex. However, there is a problem in using 

these instruments for number of children in the context of family organization and that is 

that we have shown that sex composition in it self does have an impact on firm 

organization. This motivates our second approach, which is to focus on firms that are 

founded long time after the founder lasts child was born.  Using both methods, our results 

are significant and robust. 

There is a growing body of literature in economics about family firms; however, 

no paper so far has established the connection between family composition and corporate 

decisions.  Burkart, Panuzi and Shleifer (2003) show that when there are non-transferable 

private benefits due to weak investor protection families may choose to choose 

management successors from within the family even when family members have lower 

ability than potential outside managers.  Family owners may prefer CEOs from within the 

family if they have altruistic motives and trust their descendants (Chami 2001). Children 

invest relation-specific human capital in the firm during their upbringing, which may be 

an advantage that can be exploited in managing the firm later on in their life 

(Bhattacharya and Ravikumar 2001).  The latter paper together with Casselli and 

Gennaioli (2003) also point to that the presence of capital market imperfections may 

favor within family management relative to outside managers.  We acknowledge that 

there may be many factors that explain the choice of management in family business; 
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however, we focus our empirical study below on family organization and non-

transferable private benefits. 

Related to our study is a series of empirical papers that estimate the consequences 

of family and/or founder controlled firms. The evidence on the impact of family control 

on firm performance is mixed. Anderson and Reeb (2003) find a positive performance 

effect when family members serve as CEOs relative to outside CEOs. Adams, Almeida 

and Ferreira 1(2003) support this insight using an instrumental variable approach. Perez-

Gonzales (2002) finds a large and negative impact of firm value when the CEO position 

is inherited within a family. McConaughy, Matthews and Mistra (1998),  McConaughy, 

Henerson and Mistra (2001) and Palia and Ravid (2002) find a positive impact on market 

value and performance of having firms managed by their founders. All these studies are 

done on large publicly traded US firms. Nelson (2003) studies founder influence at initial 

public offerings and finds that the stock market pays a higher price for founder-managed 

firms. Finally, the Johnson et al. (1985) study of sudden executive deaths finds that there 

is a significant positive stock price reaction to a sudden death of a founding executive 

manager. In the present paper we focus on the determinants of the choice between a 

family member and an outsider as a potential CEO rather than on the economic 

consequences of this choice.   

Finally, There is a large literature on family firms in business organization. Many 

contributions owe to the classic studies of family firms by Levinson (1971) and transition 

of power in family firms by Barnes and Hershon (1976). Recent books by Gersick et al. 

(1997), Lansberg (1999) and Ward (1987) provide rich discussions and insightful cases 

of the many challenges that family firms have during a generational transition.  This 
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literature focuses on family organization and family development as key factors in 

determining how family businesses develop.  Interestingly enough, this literature almost 

take for granted that family firms continue as such unless there are specific circumstances 

in the organization of the family that make family control less desirable. One important 

circumstance is indeed the amount of potential conflict among family members. Our aim 

in the present analysis is to bring these contributions into traditional economic analysis, 

through testing ideas in a systematic way.  

The paper proceeds as follows. The next section describes the data. Section 3 

provides some stylized facts about privately held family firms. Section 4 contains the 

statistical analyses and section 5 concludes. 

 

2. Data description and stylized facts about family 

firms and CEO transition. 

We use two sources of register based firm specific data.  The first is 

Købmandsstandens Oplysningsbureau’s (KOB) dataset, which contains accounting and 

ownership information of all the around 80,000 registered limited liability joint stock 

companies6 in Denmark. The dataset is compiled from annual reports that all Danish 

firms with limited liability are required to file with the Ministry of Economics and 

Business Affairs.  Data is available in electronic format from 1995 to 2002 and contains 

                                                 

6 In addition to the limited liability joint stock company form (“Aktieselskabet”) firms can also 

register as a “Anpartsselskab”, which is similar to the the German “GMBH” or the US “S”-corporation. We 

exclude this latter corporate form from the analysis due to lack of data. 
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items from firms’ income statement (e.g. sales, profits) and firms’ balance sheet (e.g. 

book value of assets, debt and equity).  Firms are also required to furnish the Ministry of 

Economic and Business Affairs with ownership information.  Although the official 

requirement is that firms list the names of shareholders with an equity stake above 5%, 

many firms also include the actual stakes of the large shareholders.  In fact, in 29.6% of 

the firms with two or more shareholders, we can account for 90% or more of the voting 

rights. 

The second source of firm level information is the E&S dataset from the agency 

Erhvervs- og Selskabsstyrelsen under the Ministry of Economic and Business Affairs.. 

This dataset contains the names of all board members (current and past), CEOs (current 

and past) and founders of all firms in Denmark. Under the Danish company law all firms 

with limited liability are required within 2 weeks to file any change in the CEO and board 

positions with the agency. In addition, to the names, the E&S dataset includes the CPR 

number, a personal identification number similar to the Social Security number in the 

United States.  We were able to get the CPR numbers, although for privacy reasons, these 

are not available to the public. 

The CPR number allows us to access personal information about individuals 

related to the firms.  The CPR agency in the Ministry of Interior, the government 

department that administers the CPR numbers, provides us with the marital status, date of 

birth, date of death, date of marriage and divorce of all marriages, and family relations 

including name and CPR number of all spouses (current and past), parents, children and 

siblings of the individual whose CPR number we submit. In total we have submitted 

almost 352,000 CPR numbers from the E&S dataset and received information back on 
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average 3.2 individuals per CPR number. We then resubmitted these CPR numbers to the 

agency because we want to use an extended family including e.g. cousins, step children, 

nephews and nieces. In total we have personal information for 1.64 million persons or 

around 30 percent of the total population in Denmark. 

We restrict our sample to closely held joint stock companies that are both in the 

KOB and E&S datasets in the window from 1995 to 2002. We use consolidated 

accounting information for firms with 100% owned subsidiaries.  When other 

corporations hold stakes in a firm, we go back to get the ultimate owners.  Since we have 

the entire universe of Danish firms, the corporate owner of a firm in our sample is very 

likely to be in our sample as well. 7 Consequently, we are able to identify most ultimate 

owners of each firm in our sample.  We define the ultimate owner’s ownership stake as 

the product of all ownership stakes through the chain of the pyramidal ownership. We do 

so because the typical pyramidal ownership structure is a holding company that is owned 

by a single owner. 

Since the focus in our study is on family ownership, we group owners into 

families.  The KOB dataset contains the name of the owners, but unfortunately, it does 

not contain their CPR number.  To solve this problem, we rely on the fact that, in most 

small business, there is a significant overlap between owners on the one hand and, CEO, 

board members and founders on the other.  We obtain the names of current and all past 

CEOs, current and all past board members, and founders from the E&S dataset and 

through their CPR numbers and the CPR agency we construct a list of their family 
                                                 

7 Except when the corporate owner is a non-Danish corporation or in the very few cases in which 

the corporate owner have not complied with the law and has not filed an annual report with the Ministry of 

Economic and Business Affairs. 
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members (parents, siblings, spouses, children, step children, sons and daughters in law, 

cousins, nephew and nieces).  Then, firm by firm, we match the name of the owners to 

the names of CEOs, board members, founders and their families.8  From the E&S dataset 

we get the CPR number of all the owners we are able to match.  In about 87.2% of the 

firms, we are able to match at least one owner. Finally, with the CPR number, we gain 

access to the family information of the owner.   

Conditional on getting the CPR number, our methodology to identify family 

members is more precise than using the last name as previous studies have done.  For 

example, our method can capture daughters that have changed their last name and their 

spouses; partners who are not married but have joint children, as well as cousins with 

different last names.  However, for firms in which we are not able to get the CPR 

numbers for the owners, we use the last name to group owners into families. 

Finally, to supplement our register based we will in Section 4 use answers to a 

survey of Danish family firms carried out by Greens Analyseinstitut in 2003. This 

questionnaire was sent out to 12,000 Danish family owned corporations out of which 

1,840 firms answered 33 questions related to characterization of the firm and the business 

in which it operates; thoughts and plans with respect to generational transition; the 

involvement of the family in the business; and attitudes toward the family and the 

                                                 

8 It is important to get family information for CEO and board members before matching owners to 

increase the efficiency of the marching procedure. It is common, for example, for a parent to retain 

ownership but to have his children run the firm. In this case, the children but not the father appears in the 

E&S database.  However, because we obtain the name and CPR number of all people with family relations 

to persons in E&S, we will be able to match the father. 
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business. It is worth emphasizing that 1,438 are in our dataset with identified ownership  

and family structure.  

We use two definitions of family firms in the paper (see a throughout discussion 

of the definition of family firms in the Appendix). In most of the following analysis we 

classify a firm as a family firm if a family holds more than 50 pct. of the shares. Non-

family firms can be a widely held firm, or have a foundation, a foreign corporation or the 

State as their majority shareholder.  We only classify firms with personal owners as non-

family firms when we can check, using the family tree information provided by the CPR 

agency, that the owners are not family members.  When we do not have the complete 

family tree for all shareholders (for example because we were not able to match the name 

of the owner with the E&S dataset) we classify the firm as undecided.  In this category 

we also include firms for which we do not have the actual distribution of ownership 

stakes of the owners and firms where the control contest is tied. 

The pure ownership definition implies that we include a large number of 

entrepreneurial startup firms, which are not family firms in a traditional sense.  We do 

this on purpose since our goal is to show the causal impact from the structure and 

dynamic of the family to the organization of the family firm. Almost as a definition, this 

effect will be absent in (non-family) entrepreneurial firms. Hence, if we can show this 

effect in our large set of firms, it is most likely that it will be even stronger in the subset 

of firms, where the family is truely involved in the firms. 

To check this hypothesis and as a robustness test we also use a second – more 

narrow - definition of family firms. This includes all firms in which at least two family 

members are involved in ownership, the corporate board or management and where at 
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least one of these family members is an owner. The strength of this definition is that it 

provides us with a pure set of real family firms; however, since we do not have 

information about family members’ jobs, this definition is likely to exclude many real 

family firms with one family member involved in ownership and management and other 

family members working in the corporation. 

 

2.1 Family ownership and CEO transition in Denmark. 

In the Appendix and in Table 1 through 3 we develop in detail the following 

stylized facts about the frequency of family firms and the form of CEO transition we 

observe in incorporated stock corporations in Denmark.  In total we have 47,355 

corporations (see Table 1) and we observe 4,493 CEO transitions in family firms using 

the strict ownership definition (Table 2, Panel A) out of which we are able to identify 

complete family information on 3,691 transitions (Table 2, Panel B). Requiring family 

involvement in addition to the family ownership reduces the number of transitions to 

1.606. 

Fact 1: The fraction of family firms with family involvement is at least 29 pct. 

Invoking a strict ownership definition, the fraction of family firms in Denmark is 89 pct.   

Fact 2: The fraction of family CEOs in family corporations is 94 pct. 

Fact 3: Among the family firms that changed CEO, 50 pct. hired an outsider and 

50 pct. hired a family insider.  

Fact 4: The relationship of the new family CEOs to the controlling owner in 

family firms is: 41 pct. are spouses; 39 pct. are children; 10 pct. are siblings; 8 pct. are 

parents; 2 pct. are children in law; and, 1 pct. are stepchildren.  
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We will use these stylized numbers repeatedly in the next sections. 

 

3 The causal link between family structure and 

CEO transfer.  

In this section we focus on establishing a causal link from family structure and 

family dynamics to the structure of the family corporation. To make the analysis as clear 

as possible we focus on one important aspect of firm organization: If an incoming CEO is 

a family member or an outsider not blood related to the family behind the firm. The 

motivation for this focus is twofold: First, the selection of a new CEO is likely to be the 

single most important decision in any corporation and it is therefore crucial to understand 

which factors that affects it. Second, it is easy to observe the outcome and, therefore, well 

suited for a research study. 

 The specific elements of family organization we highlight are number of children, 

marital status and gender composition of children. Again we motivate these variables 

with that they are likely to be three of the most important elements in the structure and 

dynamics of any evolving nuclear family. They are in addition well defined for statistic 

analysis (given access to relevant data) and, finally, we believe that causal links from 

these variables to firm organization give raise to some interesting interpretation that we 

provide in the following section. 

 For the most part of the following analysis we focus on the most well defined 

subset of our family firms with respect to CEO transition and family composition. This 

consists of all strict ownership defined firms with a single controlling family owner in 
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which we can identify the family members’ social security numbers and family structure. 

Table 2 shows that we observe 3,169 CEO transitions between 1995 and 2002 in this sub 

sample of firms when we require that we are able to identify the CPR number of the 

owners. By studying this sub sample we obviously leave out the 522 transitions observed 

in firms owned by two or more family members together (see Panel B in Table 2). Hence, 

to show that this does not bias our results, we will in subsection 3.6 below repeat provide 

a robustness analysis on the sample of family firms where we observe at least two family 

members involved in ownership, board representation or management. From Panel C in 

Table 2 we notice that we have 1.606 CEO transitions using these additional criteria. 

We use two measures of the endogenous variable CEO transition below and 

redefine the transition sample accordingly. The first is Family transition to next 

generation, which is a dummy for whether of not the new CEO is a child of the 

controlling owner.. We assume that CEO transfers between spouses (and other non next 

generation family transitions) are not relevant and we, therefore, exclude such transitions 

from our transition sample. In addition, since we do not want the effects to be driven by 

the set of controlling owners that do not have children at all and therefore not are able to 

pick a child as the next CEO, we exclude firms in which the controlling owner has zero 

children in the regression analysis. However, this approach assumes that there is no 

generational aspect in CEO transfers between spouses. It might be that a spouse takes 

over the management until a child is old enough or qualified enough to run the firm. To 

cater to this critique, our second endogenous variable is Family transition to all 

generations, which is a dummy for whether or not the new CEO is family related to the 
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controlling owner. When we use this variable we do not make any restrictions on the 

sample neither on transition type nor on family characteristics.  

3.1 Correlation between family structure and CEO 

transition  

3.1.1. Number of children. Table 4 provides the first evidence into the 

relationship between number of children and CEO transition. The left column of Panel A 

yields the frequency that the new CEO is a child of the controlling owner as a function of 

the number of children. Notice that there are 543 controlling owners without children,  

these will as mentioned above be excluded in the following regression. The transition rate 

increases from 9.7 pct. for owners with one child to 19.9 pct for owners with 3 children. 

Notice that the frequency is slightly lower for controlling owners with 4 or more children. 

When we study transition to all generations in the right columns of Table 4, we 

observe the same pattern even though the actual family transition frequencies are higher. 

The frequency is 10.6 pct. when the owner has no children, it increases in the number of 

children reaching a maximum at 31.8 pct. when the owner has 3 children and falls 

slightly to 30.8 pct when there are more than 3 children.  

It may be relevant to argue that perhaps it is not the total number of offsprings 

that are important, but the number of children that are ready to be active in management 

at the day of transition. To capture this point, we restrict the analysis to children aged 20 

or above in Panel B. We notice that in general the inside transition frequencies are higher, 

however, the pattern is very similar to Panel A: the inside transition frequency increases 

up to the third child reaching a maximum of 34.8 for transition to next generation and to 
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44.1 pct for transition to all generations. Again we observe a small decrease in the 

column for transition to the next generation when families have more than three children. 

 

4.1.2 Marital status. Table 5 yields the family transition frequencies for our 

single controlling family owner firms based on the owner’s marital status. To the left we 

divide the owners into four marital groups: The first consists of owners who have never 

been married. This group is a mixture young owners who have not yet found a partner; 

older business owners who have lived with the same partner but never married and 

owners who live with a same partner of the same gender and who have not registered this 

partnership. Less than 3 pct. of the owners in this group do have children and they are – 

in average - younger than the other groups. The second group consists of owners who are 

married and have not been previously divorced. This group also includes a few business 

owners who live in registered partnership with a partner and have not previously been 

divorced. The fourth group consists of owners who have been married at least twice. 

Notice from Panel A that in average the transition to the next generation is highest in the 

married group, slightly lower for the divorced group and much lower for the group of 

owners with multiple marriages. Hence, there seem to be a correlation between multiple 

marriages and reduced frequency of generational family transition. In Panel B we observe 

that multiple marriages in has a similar lower frequency of any type of family transition 

relative to the owners who are still in their first marriage. The divorced and not 

remarriage group now has the lowest average family transfer frequency, which signals 

that, naturally, there are little management transfer between divorced spouses. 
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The right hand side of Table 5 divides the owners depending on if they have 

children with one or more partners. We focus only on owners with children. Notice that 

in average the frequency of generational transfer is almost twice as big in families where 

the owner has children with the same partner as in families where there are children with 

two or more partners. The difference is smaller but still very large when we look at all 

kind of family transitions in the lower part. Hence, we conclude that both having multiple 

marriages and/or having children with multiple partners is strongly correlated with a 

reduced management transition inside the family. 

  3.1.3. Gender and family transition. Table 6 provides the first view on if 

gender composition affects CEO transition to these issues from an empirical perspective. 

Panel A shows that family transition is lower in families where all children are females. 

This is particular the case when we focus on family transition to the next generation: in 

families with at least one male offspring the inside transition frequency is close to 17.2 

pct., whereas in families where all children are female we observe only 6.9 pct. family 

transition. In the lower part of Panel A, we confirm this pattern even when we restrict our 

analysis to children above 20 years.  

Panel B illustrates the gender issue from another angle. In this table we look at the 

gender of the new CEO controlling for family composition and focusing on offsprings 

older than 20 years. In the 71 families with one offspring of each sex, the male offspring 

became the new CEO in 81 pct. of the cases and the female offspring in only 19 pct. of 

the cases. The picture is even stronger when we look at the 81 families with three 

offsprings above 20 years. In 43 of these families there were two female offsprings and in 

these firms the new CEO was the son in 84 pct. of the cases and one of the daughters 
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became the CEO in the remaining 15 pct. of the cases. In the 38 families with two male 

offsprings and one female, the male offspring became the new CEO in 92 pct. of the 

cases.  

 

3.2 Multivariate analysis.  

 Table 7 present two sets of multivariate probit analysis. In the left hand side of 

Table 7 we show the result of a probit analysis on the variable family transition to the 

next generation on our restricted set of transition data where we leave out non-

generational transitions and families without children. In the right hand side we analyze 

family transition to all generations on the unrestricted transition sample covering all 

3,169 firms in which we observe CEO transition and there is a single owner identified 

with respect to the CPR number. In all tables we report the t-statistics.  

Our explanatory variables capture the three topics analyzed partially above. We 

use two specifications for number of children and gender distribution. In the first 

specification we define Number of adult children as the number of children of the 

controlling family member aged 20 at the time of the transition. To allow for a decrease 

in the transition frequency whenever there are many children, as ind icated in the partial 

analysis above, we include number of adult children squared. We add a gender dummy, 

All adult children are females, which is one if all children are females in a given family.  

Our second specification measure number of boys and number of girls independently. In 

this estimation we allow for a different effect from transition frequencies from having 
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boys and girls; however, we are not able to capture any non-linear effects arising from the 

total number of children. 9 

In both specifications we add Multiple Marriages, which is a dummy taking the 

value 1 if the controlling owner is registered with more than one marriage. This variable 

captures three potential effects: the effect of divorce, the effect of having an extended 

family with current and former partners and the effect of potentially having children with 

different partners. In the next section we disentangle these three effects. To separate the 

group who are still in their first marriage from business owners who have never been 

married, we include the dummy variable Never Married. 

We control for a number of firm characteristics. Firm size is book value of assets 

measured in million Danish kroner (equivalent to 135,000 €). Firm age is measured as 

number of years since the firm was established. Profitability is industry adjusted returns 

on assets, defined as operating profit over book value of assets minus the mean 2-digit 

SIC industry return on assets.  Industry competition is the Herfindahl-Index, which sums 

the squares of each firm’s market share within the industry.  Our two last control variables 

are: Old CEO in Family and Gender composition of industry workforce. The former is a 

dummy for if the old CEO belonged to the family or not. We thereby control for the 

possibility that there are two kinds of firms: family firms that always choose a family 

member as a CEO and non-family firms that never do this. The latter variable measures 

the ratio of women in the industry workforce. This controls for the possibility that gender 

                                                 

9 In addition to the presented table using children above 20 years, we did also run the regressions 

using the number of children independently of their age. This did not change the results presented in the 

tables. 
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effects may be due to industry bias and not variations on the firm level. In particular, we 

are concerned about that certain industries may be more likely to hire female CEOs than 

other. 

The probit regression in Table 7, column 2, shows that the number of adult 

children has a positive effect on family transition to the next generation. Families with 

more children are more likely to pick a CEO from within the family. This effect is very 

significant even at a 1 pct. level and economically large. The marginal effect on the linear 

term (unreported in Table 7 and all other regressions) is almost 20 pct., i.e. ignoring the 

quadratic effect, one additional child around the average of appr. 2 children increase the 

likelihood of inside transition to children with almost 20 pct. The effect on family 

transition of the number of children is even more significant when we look at transition to 

all generations in the right hand side of Table 7. The marginal effect is appr. 10 pct, 

which is lower than we observed in transition to children.  

 The quadratic term on number of children is negative and significant at a 5 pct. 

level. From the size of the coefficient on these terms we calculate that the maximum 

family transition frequency is attained for families with four or five children and that the 

frequency is declining for the few families with more children. Hence, the effect is 

statistically significant but not large from an economic perspective, the marginal effect is 

only 2.5 pct. When we analyze transition to all generations, the quadratic effect is still 

negative and significant on a 5 pct. level even though it is less than half the size of the 

coefficient in transition to next generation. 10 

                                                 

10 An interesting issue is if the quadratic effect is driven by that business owners that have children 

with different partners, in general have more children. If this is the case, the significance of the quadratic 
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 Marital status has an impact on family transition. Multiple Marriage significant 

on 1 pct. without control variable, and close to 1 pct. in the two models with control 

variables. The effect is negative and large. The marginal impact is almost 10 pct; hence, 

in average multiple marriages have 10 pct. less likelihood of making a family transition 

to the next generation. The effect of having multiple marriages is slightly less significant 

when we study the transition to all generations and the marginal effect is  appr. 6 pct, 

which clearly is smaller than the ones reported for transition to all generations. 

Notice, that we report no numbers for the transition to next generation for the 

group of owners who have never been married. The reason is explained in Table 5, we 

have only two business owners that have children (only one each) and that transfer the 

CEO position to the next generation. Our statistical software excludes these two 

observations. However, in the analysis of transition to all generations, we observe that the 

impact of not being married is very large and significant on a one pct. level. This is quite 

natural, since marriage is a prerequisite for transferring the CEO position between 

spouses. 

Table 7 confirms the gender bias we observed in Table 6. The effect of having 

only girls is negative and significant on a 1 pct. level for transition to next generation. 
                                                                                                                                                 

effect would be less related to having many children and more related to having children with different 

partners. To control for this we repeated the regressions in Table 7 on a sub sample of firms where the 

associated business owners have children with at most one partner. The quadratic effect is negative and 

significant on a 5 pct. level in when we analyze transition to next generation. Hence, there seems to be a 

negative impact on family transition to next generations from having many children even when these 

children have the same parents. Clearly this effect may be extended when these children have different 

parents.  
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The marginal effect is around 13 pct., i.e. in families with only female children are 13 

pct. less likely to transfer management to one of the children than families with both male 

and female offsprings when we control for the number of children. Notice that the control 

variable gender composition of industry workforce is negative and significant at a 10 pct. 

level.  

The effect is confirmed in the second model in column 3 of Table 7. The effect of 

female offsprings is less significant and much smaller than the effect of male offsprings 

on the transition to next generations. The difference is statistically significant on a 1 pct. 

level. The gender composition of industry workforce is now significant at a 5 pct. level. 

Analyzing transition to all generations, we observe that the difference is smaller but still 

significant at a 1 pct. level. 

We sum up by concluding that our data shows a statistical correlation between 

management transition on one side and the number of children, multiple marriages and 

gender composition of offsprings on the other.  

3.3 Causality in family size  

In this subsection we will argue that the statistical correlation between number of 

children and CEO transition is also a causal relationship. We are in particular concerned 

with the presence of two types of endogeneity problems: Reverse causality and omitted 

variables.  

 3.3.1. The first endogeneity problem is the potential of reverse causality. It is 

theoretically possible that business owners who are interested in building a heritage 

through transferring control of the family business to his or her children decides to have 
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more children to increase the likelihood that one or more children are both interested in 

and capable of taking over the management of the family. 

Before we address the reverse causality problem in details it is worth observing 

that this problem is similar to a standard problem in the literature on the impact of having 

children on female labour supply (see e.g. Angrist and Evans 1998). However, as a 

starting point we do claim that the problem is less serious in our setting. In the labour 

supply context the two decisions (number of children and supply of labour) is taken 

almost simultaneously. In our context there is typically a time span of 20-40 years from a 

family decides on the number of children until management transition takes place in the 

family firm. Hence, it requires significant foresight of the young business owner to 

incorporate this at the time that family size is decided. 

We next address the reverse causality in a number of steps. The first of these is to 

follow Angrist and Evans (1998) in instrumenting the number of children using gender 

composition of the first two children. Angrist and Evans observe that when families have 

two children of the same gender, they are significantly more likely to have a third child. 

Hence, we use gender composition of the first two children as our instrument for number 

of children. To make the exercise as clean as possible we focus on business owners who 

are currently married in their first marriage and have two or more children. These 

restrictions limit our sample significantly. 

The results are presented in Table 8, where the left (right) hand side again shows 

transition to next (all) generation(s). We use two specifications of number of children: In 

Panel A we instrument for having more than two children (a binary dummy). In Panel B 

we instrument for the number of additional children. We notice that our instrument is 
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strongly significant in all regressions with t-statistics between 2.8 and 4.5.  More 

importantly the effect of additional children on management transition to children is 

large, positive and significant at a 1 pct. level without controls and at a 5 pct. level with 

control using tow-stage- least-square regressions. Hence, instrumenting the number of 

children with the gender composition of the first two children does confirm there is a 

causal relationship between the number of children and family transition. The effect is 

very similar when we analyze transition to all generations. 

The strict application of instrumenting using the gender composition of the first 

two children is problematic for two reasons. First, we have shown that children’s gender 

composition do affect the outcome of the transition process. More daughters lower the 

likelihood of inside transition. Hence, there may be a direct effect from the instrument to 

the dependent variable, violating the basic assumption behind the instrumental approach. 

We cannot solve this problem by using only a two-boys instrument, since it still relies on 

the gender composition being exogenously and having no direct impact on transition. It is 

worth mentioning that the fraction of family owners that get an additional child is 4 pct 

higher when the first two children are male compared to when the first two children are 

female and in addition that the fraction of family owners that get more than one child is 

89 pct and independent of the gender of the first child. These findings indicate that the 

potential direct effect from instrument to management transition is small or not existing.  

We do acknowledge that our arguments may still not be convincing, which lead 

us to the next step in this causality analysis. We exploit an additional source to exogenous 

variation in family size by using wife’s age at time of marriage as instrument for number 

of children. This instrument exploits the biological fact that fertility is decreasing with the 
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age of a woman. In particular, couples that marry when the woman is young are 

significantly more likely to have a large number of children. Thus, we construct a sample 

of married single owner family firms where the owner has not been divorced and use 

wife’s age at time of marriage as instrument for number of children. This instrument is 

strongly correlated with the number of children and do not have any direct effect on 

management transition. 

Table 9 reports the results from the OLS and 2SLS regressions. In all IV 

regression we obtain a positive and highly significant effect of number of children. Using 

wife’s age as instrument for number of children yields the same conclusion. It is worth 

noting that even though the wife’s age instrument does not suffer from the same potential 

problem as the same gender instrument, it could be argued that the wife’s age instrument 

is endogenous, since family business owners that prefer family transition also might 

prefer to marry young women. We recognize this potential problem even though we do 

not think that family business owners choose to marry young partners because they want 

to transfer the CEO position to an offspring in the future.  

There is a second problem with the IV approach, which is that the model may be 

misspecified when we leave out the quadratic effect on number of children. The problem 

is that we use only one instrument in each regression but we have two variables to 

instrument. One solution to this problem is to combine the instruments same gender and 

the wife’s age at marriage. However, this would leave us with a very small sample and 

we prefer another approach, which is presented in Table 10. This table yields probit 

regressions on a sample of firms where there is a 10 years time lag between the birth of 

the last child and the foundation of the family firm. It is hard to believe that potential 
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business owners choose the number of children in expectation of a future management 

transition in a firm he or she plans to establish in 10 years time. We identify 1,308 family 

firms in this sample, which reduces to 1,072 when we add control variables. When we 

exclude all inter generational management transfers and families without children we are 

left with 473 transitions for which we have control variables.  

In the left hand side of Table 10 we notice that number of adult children is large, 

positive and significant at a 1 pct level. The coefficient is even larger than in the full 

sample in Table 7. The marginal effect exceed 35 pct., which shows that there is a large 

increase in the likelihood of family transition of one additional child. The squared term is 

also significant at a 1 pct. level and numerically larger than in the full sample. When we 

look at transition to all generations, we notice that the linear effect is significant at a 5 

pct. level, whereas the squared effect is not significant at a 10 pct. level. The linear effect 

is much smaller with a marginal effect of not exceeding 10 pct. We conclude that under 

the assumption that the decision of having children is not affected by future establishment 

of family firms, these results rejects the hypothesis of reverse causality between number 

of children and family CEO transition. 

3.3.2. The second endogeneity problem is that our results may be due to an 

omitted variable effect. As an example it is possible to imagine two types of business 

owners: The “family”-type and the “selfish”-type. Now assume that the “family”-type 

likes having a big family and also likes that the business are kept inside the family, 

whereas the “selfish”-type do not really care about having a family and if she has one, 

she has no preferences for involving this family in her business. In this imaginary 

example we would get a correlation between number of kids and inside CEO transition, 
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which would show up both in Table 7 and Table 10. However, this correlation would not 

be causal but drive by the omitted variable “family type”. 

In general we cannot rule out completely the presence of an omitted variable 

effect but we can show what form such variable must have. First, any omitted variable 

must be able to explain both the positive effect of having more children and the 

decreasing effect of having many children, which we showed were significant above. 

Thus, whereas the family type example above may explain the linear effect it cannot 

explain the quadratic effect. In the next section we present a story that can explain both 

variables based on family supply of labour and family conflicts. Second, any omitted 

variable must also be correlated with our two instruments, i.e. it must be correlated with 

the gender composition of the first two children and correlated with the age of the wife 

when the couple is married. We are not able to imagine a variable that both explain the 

linear and squared effect on number of children and is correlated with our two 

instruments. For example, the family type story is likely to be correlated with the age of 

the wife (a family type owner marries in an earlier age and thus has the better 

opportunities of having more children); however, it is not correlated with the gender 

composition of the children, since it is not obvious that a “family type” would also have 

preference over the gender of the children. 

To sum up, we believe that we have shown sufficient evidence to conclude that 

there is a causal relationship from number of children to the frequency that family 

members will be the next CEOs in our sample of CEO transitions in family firms. 
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3.4 Causality in divorce and gender composition.  

Endogeneity issues may also be a concern for the documented effect of divorce 

and gender composition on family management transition. We deal briefly with this in 

the present subsection. 

3.4.1. Endogeneity problems in the multiple marriage effect. We notice that 

there is a potential for the same two kinds of endogeneity problems we analyzed above, 

i.e. the direction of causality and the possibility of an omitted variable effect. In theory 

reverse causality is a possibility in our sample. This would imply that partners choose to 

divorce and remarriage because of the expected outcome in the transition process. For 

example the spouse of the business owner may stay in a marriage only because he or she 

wants to increase the likelihood that one of his or hers children take over the CEO 

position later on. Realizing that the business owner will choose an outsider may therefore 

provide the final incentive to leave the current marriage and find a new partner. 

 It is very difficult to find a good instrument for divorce with the kind of data we 

have. Hence, we choose an alternative approach in which we look at the impact of 

multiple marriages when we require that the second marriage began at least 5 years 

before transition. The results are presented in Table 11, which mirrors the probit analysis 

in Table 8 exept from the time lag in the variable multiple marriages.  

In general divorce has a negative impact on transition in all probit regressions in 

this table. It is significant on a 10 pct. level with control variables and on a 1 pct. level 

without control variables when we analyze transition to next generation. It is naturally 

more significant on transition to all generation, reflecting that in families likely to in 

divorce negotiations, we observe little intra generational transfer in the CEO position. 
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We also run the regression with timelags of respective 3 and 10 years. In both 

cases we confirm the results of Table 12, even though, as expected the results are more 

significant in the 3 year multiple marriage lag sample and less significant in the much 

smaller sample with a 10 year multiple marriage lag relative to the presented results. 

The second type of endogeneity problem is that the divorce effect may be due to 

an omitted variable effect. In fact one of the main insights of the present paper is that 

family conflicts have an important impact on management transition and divorce is our 

main proxy for such conflicts. This is the topic of the following section. Hence, we do 

believe that divorce is endogenous and that it is not divorce itself that drives the result but 

the underlying unobservable variable related to family conflict. 

3.4.1. Endogeneity problems in the gender composition. Reverse causality in 

the gender composition effect would imply that when families realize that the transition 

will be to an insider they decide on having more boys; or alternatively, when it is 

common knowledge that an outsider takes over the management then a couple decides to 

have more girls. We do not believe this is a big problem, since gender composition is 

hard to manipulate except by having more children. Thus, our rejection of reverse 

causality in the number of children also implies that we can reject the possibility of 

reverse causality in gender composition. Similarly, it is difficult to imagine an omitted 

variable that jointly explain gender composition and family transition, since the former is 

mainly due to genetic variation. 
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3.5 Robustness analysis: transition in firms with at least 

two active family members. 

We conclude from above that we have established a causal relationship between 

the decision to transfer management inside a family and important components of the 

organization of the family behind the family firm. We have done this in a subset of 

family owned firms where the family part of the ownership stake is owned by a single 

person. The reason for focusing on this subset were that it provided us with very a clear 

definition of the family structure with respect to the business owner, i.e. there is no 

ambiguity in the definition of the new CEO’s relationship to the business owner, nor in 

the definition of number of children, gender composition of children, divorce and 

multiple marriages. However, we also acknowledge that we include a lot of single-owned 

entrepreneurial firms, which are not family firms in the traditional sense and even more 

important that we exclude many family firms who have multiple family members as 

owners. 

In this section we therefore present the results of analyzing a more traditional set 

of family firms. In the stylized fact section and in the Appendix we show that at least 29 

pct. of our firms are characterized by having at least two family members involved in 

ownership, management or board representation and at least one of these family members 

is an owner. To check the robustness of the effect of family structure and family 

dynamics on management transition we, therefore, run probit regressions firms where a) 

we knows that two family members are involved in ownership, board and management 

and b) we know that the family behind the firm has a controlling ownership share. Hence, 

we focus on the 7,084 firms in which a single family members has a controlling 
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ownership share and the 6.542 firms where there are multiple family members controlling 

the firms together, see Panel B in Table 2 for details. From Table 3, Panel C we notice 

that this leaves us with 1.084 transitions in the single family member firms and 522 

transitions in multiple owner family firms. 

To do this analysis, we must redefine our family variables in our multiple owners 

firms. There is no change in the definition of number of children, gender composition, 

divorce and multiple marriage for single family member firms. In firms with two family 

owners who are married our variables are also well defined. In firms with two or more 

non-married family owners we sum over all children, use the aggregate gender 

composition on all children and the average number of owners with multiple marriages. 

 Table 12 shows the result of family structure on management transition in this 

sample of family firms, where there are several family members involved in the firm. The 

table confirms the insight of Table 7 on a more traditional sample of family firms that 

exclude most entrepreneurial firms. Family transition to the next generation is increasing 

in number of children, decreasing in number of children squared, decreasing if there are 

multiple marriages and decreasing if there are many female children. All effects are 

highly significant on a 1 pct. level and in general more significant than in our previous 

sample.  

The effects are in general economically larger than in our sample of single owner 

family firms. The marginal effect of an additional child is close to 40 pct. at sample 

mean. Thus, having one more child increases the likelihood of generational transfer a lot. 

Similar, the marginal effect of having multiple marriages is appr. 20 pct, which is more 

than twice the size as in the single family member regressions presented in Table 7. We 
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cannot compare the gender effect, since we in this analysis measure it as a dummy 

variable that takes the value one, whenever there is a majority of female offsprings. 

Comparing right hand side of Table 12 and 7 confirms the insight from inter 

generational transition on the sample of inter and intra generational transitions. The 

effects are in general more significant and economically larger when we restrict our 

analysis to family firms with multiple family members involved. 

 Thus, as expected, the non-family entrepreneurial firms we included in our 

previous analysis do not drive our result on the impact of family structure on firm 

organization. This confirms our argument, that family effects are more present in non-

entrepreneurial family firms.  

We also ran the regressions in Table 12 with an alternative definition of family 

variables where we used the average number of children, the average gender distribution 

and the average number of marriages. The results were almost identical to the presented 

ones and are left out to save space. 

 

4 Family Dynamics and Transition in Family Firms. 

We have established a causal relationship from the dynamic structure of the 

family to the corporate organization of the family’s firm. We focused on causality and 

provided little explanation for these results. In this section we will interpret these causal 

relationships emphasizing the importance of family dynamics in general and in particular 

on family conflicts related to the evolvement of family structures over time.  
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In the family business literature there are many cases of family firms who have 

been torn a part because of family members have fought each other.  

As shown in Table 7, multiple marriages have a strong negative impact on 

generational transition in family firms. We believe that the fundamental course is that 

multiple marriages signal deeper conflicts in an evolving family structure that affect the 

outcome of future management transition. Related to multiple marriages are a number of 

potential family conflicts: First, when business owners divorce and the former spouse 

were involved in the firm, the divorce itself can influence firm organization. Second, 

when business owners introduce a new spouse into the business sphere this creates 

potential descent between the role of the new spouse on one side and the role of the 

former spouse and potential children from first marriage on the other side. Finally, this 

problem is extended when the business owner has two or more sets of children with 

different spouses. Leaving the firm management in the hands of a child of the former 

spouse may create significant problems in the relationship with the current spouse and 

their children.  

Table 13 documents the impact of these potential conflicts on management 

transition on a subset of firms where the business owner has been married at least once. 

We rank the degree of conflict according to three conflict criteria: divorce and no 

remarriage; multiple marriages but children with at most one partner; and, multiple 

marriages and children with at least two partners. In the left side we again analyze 

transition to the next generation on the sample where we leave out transition to same 

generation and firms in which the business owner has no kids and in the right hand side 

we analyze all kinds of family transition on the full sample.  
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The divorce and no remarriage coefficient is small negative and highly 

insignificant, hence divorce as such does not have a significant impact on management 

transition to the next generation. When business owners divorce and do not re-marry this 

is typically something that happens later in life. This implies that children are older, may 

have left home and often have a well-defined role in the family business. There is little 

reason to believe that this kind of conflict between spouses should affect the decision to 

transfer the firms to the children of the business owner. However, it obviously should 

reduce management transfer between the divorced spouses. This is confirmed in the right 

hand side of Table 13, where it is noticed that the divorce and remarriage coefficient is 

large, negative with a significance level close to 5 pct. when control variables are 

included.11 

The coefficient for having multiple marriages and children with at one partner has 

a large negative effect on transition to the next generation and this effect is significant on 

a 5 pct. level with control variables. Hence multiple marriages reduce transition of 

management between generations. We interpretate this as evidence for complicating the 

                                                 

11 This naturally raises the question if divorce is a good measure of conflicts between spouses. 

Literally spoken divorce is the solution to such conflicts. Hence it is interesting to know if it is the solution 

or the underlying conflicts that drives the results. To gain insight into this, we investigated the impact of 

future divorce on current management transition. In particular, we analyzed how divorces that take place at 

least three years after affects the current management transition. The three years lag is necessary because it 

takes two years to be divorced in Denmark. There were no impact on future divorce on transition to next 

generation, but a large, very significant, negative impact on future divorce on management transition 

between spouses. This confirms that the divorce effect is due to the underlying conflict between spouses 

and not the solution of these conflicts, i.e. the divorce itself. 
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relevant family by having both current and former spouses makes it less relevant to pick 

children from a former marriage to take over the firm. The effect is similar when we look 

at all family transitions with a significance level below 5 pct. 

When the business owner both have multiple marriages and children with 

different partners the negative effect is marginally larger (however not statistically 

different) and significant at a 10 pct. level with control variables. Again the effect is 

confirmed on the bigger sample of all types of family transition. When new spouses 

and/or new groups of children are added to the family, a new set of family conflicts arises 

and this affect the dynamics of the organization of the family firm. In these circumstances 

it may be problematic if the business owner choose a child from the first marriage and 

thereby forego children from the current marriage, even though the former are older and 

may be better qualified. To avoid these problems of choosing between different groups of 

children or different partners it may sometimes be better for the dynamics of the family 

firm to pick an outside manager. 

In the previous section we revealed the existence of a quadratic effect on the 

number of children on the decision to transfer management to the next generation. Thus, 

having 4-5 children decreases the likelihood of transferring management to the next 

generation compared to having 2-3 children. There are several possible explanations for 

this effect. First, business owners with many children can have  more than one qualified 

and interested candidate for the top management position. This situation sometimes 

creates fights between potential candidates and to avoid such family fights it may be 

beneficial for both the firm and the family to pick an outside manager. Second, when a 

capable child has many brothers and sisters who he or she must share future ownership 
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with, the management position can become less attractive for the potential candidate. 

Having control through the CEO position but sharing ownership with brothers and sisters 

induces a lot of corporate and family responsibilities on the shoulders of the new CEO. 12 

It is difficult to provide direct evidence for such effects from our register data, 

since we do not observe the actions of potential family managers when a match is not 

realized. However, we gain some insight from the questionnaire data (Greens 

Analyseinstitut (2003), see description in Section 2 above) that we have on a small sub  

sample of firms. The answers provide insight into the thoughts of controlling family 

business owners on future control and ownership transition. We are able to match appr. 

1200 of the answers with information on family structure and firm organization.  

Obviously, the quality of this data is limited since the person answering the questions is 

typically the controlling owner who may not have a neutral perspective on the dynamics 

of his or her family and the future of the family firm.  

In Table 14 we present some results from running ordered probit regressions on 

the relevant questions. The first question we analyze is “Is it realistic that a member of 

the family continues the firm upon the next generation change?” The answers indicate 

that the realism of a family transition increases significantly in the number of children 

(significant on a 1 pct. level). It is I decreasing (significant on a 10 pct. level) if the 

business owner have children with multiple partners. These results provide a direct 

support for the findings above that real or potential family conflicts have an impact on the 

corporate organization in the family firm. This insight is confirmed when the question is 

changed to “Do you hope that a member of the family continues the firm upon the next 
                                                 

12 There is a long quote from the Gersick et.al. book we can add here. 
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generation change (transition)?” Again the respondents “hope” increases in number of 

children and decreases in having children with multiple partner even though these effects 

are not significant any more.  

On the question “How big a problem is the interests of the successor?” we notice 

that having many children seem to decrease the interest of all children (significance level 

almost 10 pct.). The answers, therefore, support the argument that the quadratic effect on 

children in Table 7 is due to a lack of interest from children with many siblings.  

Finally we notice that on the question “How big a problem is the qualifications of 

the successor?” there is a tendency that business owner having children with several 

partners find this problem bigger (significance level 10 pct.). In sum, we believe that the 

questionnaire to some extend supports the general insight of the present paper, i.e. that 

family structure and family dynamics influence the organization of the family firm.  

Our final analysis in this section regards the gender effect documented above. We 

have shown a) daughters do not become future managers and b) having many daughters 

decreases the frequency of management transition to the next generation. One speculative 

hypothesis could be that these effects are due to that daughters are less competitive and 

sacrifice their ambitions in the family firm to reduce the amount of conflicts within the 

family (partial support for this argument can be found in Lansberg 1999 who build upon 

earlier psychology literature by Levinson (1978) and (1996)). However, we do not trust 

this argument for the following two reasons: 

First, there seem to be a systematic pattern among what kind of firms that pick a 

daughter respective a son as the future CEO. Table 15 presents the results of regressions 

of the likelihood that a new CEO is a female. Our explanatory variables are gender 
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composition of workforce, the gender of the old CEO and if the old CEO was a family 

member or not. Notice from the left column that the likelihood of the new CEO being a 

daughter of the business owner is increasing very significantly in the ratio of females in 

the industry’s workforce and it is decreasing significantly if the old CEO is a male. Both 

these effects are significant on a 1 pct. level. In addition hiring a daughter as a new CEO 

is not significantly related to if the old CEO is a family member or not. We believe that 

these results indicate the presence of a strong division between firms that pick daughters 

respectively sons as new CEOs. Therefore, there seem to be little direct competition 

between daughters and sons about being selected in any given firm. 

The second reason why we do not believe the gender effect signals  gender 

conflicts within the families is that the gender pattern we observe in our family firms is 

not very different from the gender pattern observed in other Danish corporations. Even 

though Denmark has one of the largest participation rate of women in the labour market, 

it is surprising that women in general are absent from management and board positions in 

Danish firms. This is documented in The Department for Gender Equality (2004), which 

shows that women constitute only 4 pct. of all CEOs in Denmark. Hence, our subset of 

family firms does not differ significantly from the rest of the population of Danish 

corporations.  

 

5 Discussion. 

The main contribution of the present study has been to establish a causal link from 

family structure and family dynamics to the corporate organization of family firms. In 
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particular, we show that the choice of a new CEO, one of the most important decisions in 

any firm, is significantly influenced by two fundamental forces within any given family: 

the potential supply of talented and interested management candidates and the potential 

degree of family conflicts. We believe this insight has a number of implications both for 

how to understand national and cross-country variations in the frequency and 

organization of these firms and for how political initiatives towards the organization of 

families can affect the organization of family firms: 

First, many authors have shown that family control is a typical form of firm 

organization among the biggest firms and constitute a large fraction of the economy of 

every country.  However, our study is the first to establish a systematic dataset for a 

whole population of firms focusing on the small and medium sized closely held 

corporations. The firms are generally young, which implies that the transitions we 

observe in our firms often are the first CEO transition. Hence, our study to some extent 

explains why entrepreneurial firms become real family firms in the sense that the firm is 

transferred through generations.  

Second, our study also indicates that the organization of family firms changes 

over time due to demographic changes. Table 16 yields a picture of demographic trends 

in Denmark over the last 75 years. The fertility rate was 2.22 in 1940 but has decreased to 

1.77 in 2000. The number of births per 1000 people increased from 66.3 in 1930 to 76.1 

in 1960 but returned to the 1930 level in 2000. The mean age at birth of 1st child for a 

mother increased 3.4 years from 1960 to 1990. The number of marriages per 1.000 

people decreased from 9.2 in 1940 to 2.7 in 2000. The average age of woman when they 

are married increased from 24.7 years in 1960 to 33.3 years in 2000. The number of 
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divorces per 1.000 people has increased from 0.6 in 1930 to 2.7 in 2000.  The table, thus, 

reveals very dramatic changes in the structure and dynamics of families in Denmark 

during the last 75 years. Given that we have established a casual link between family 

dynamics and firm structure we conclude that such drastic demographic changes will 

have a significant impact on the importance and organization of family firms in Denmark. 

 Third, our study indicates a new way of looking at cross-country variation in 

family firms. We have established a causal link from the organization of the family that 

control the business to the organization of the business itself. Family organization varies 

across countries and cultures. The average number of children is lower in Scandinavia 

than in most Asian countries, the frequency of divorces and multiple marriages may be 

higher in most Western countries than in Japan. Female labour participation rates vary 

across countries and do affect the organization of families. Hence, our study suggests that 

cross country variations in the frequency and organization of family firms is shaped 

among other things by variations in population demographics, e.g. birth frequency, life 

expectancy, frequency of divorces and expected length of marriages.13  

Fourth, our analysis also provides some policy implications. In general a policy 

that affects demographic composition and family organization will also affect the 
                                                 

13Family firm scholars argue that cross country differences in the prevalence of family firms can 

be traced back to family circumstances: “Stronger family traditions and limited competing career 

opportunities have made Europe and Latin America amore fertile ground for [family firms with cousins-

owners]. In the United States, with its strong emphasis on entrepreneurship, independence, mobility and 

focus on the nuclear rather than the extended family, the bulk of family firms that survive past the first 

generation are more likely to subdivide and recycle to [firms with a single owner] and [firms with sibling-

owners” (Davis et al. 1997, page 53, emphasis added). 
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frequency and organization of family firms. One suggestive example is the political 

induced decrease in the average number of children per family in China. Our analysis 

indicates that such drastic changes in family organization should have significant impact 

on the organization of family business. Another speculative policy implication is that, 

according to our findings, social, welfare and gender policies that make families more 

stable and reduce the number of divorces and other family conflicts, can improve the 

economic importance of family controlled firms in the future.  
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Appendix: Characterization of family firms and CEO 

transitions. 

Definition and classification of family firms 

There is no generally agreed definition on what characterize a family firm. 

Scholars of family business have used a number of definitions that can be classified into 

three broad groups (Handler 1989): First, family firms can be defined from the 

aggregated amount of ownership that a family own in a given firm (e.g. Barry 1975, 

Lansberg, Perrow and Rogosky 1993, La Porta, Lopez-de-Silanes and Shleifer 1999 a.o.).  

Second, family firms can be defined as firms where there is an overlap between family 

and firm, i.e. where family members participate in firm activities (e.g. Davis 1983). 

Third, a business is a family business when it is transferred through generations (e.g. 

Ward 1987). In addition some scholars have defined family business using a combination 

of these criteria (e.g. Rosenblatt, de Mik, Anderson and Johnson 1985).  

In the present analysis we apply two definitions of family firms. The first is a 

strict ownership definition, which defines a family firm as a firm where a family owns 

strictly more than 50 pct.  Among the economic studies that have used a strict ownership 

definition, there has been a tendency to use a lower threshold to infer control.  La Porta, 

Lopez-de-Silanes, and Shliefer (1999), Claessens, Fan and Lang (2000) and Faccio and 

Lang (2002) use both 10% and 20% levels.  However, these studies focus on large 

publicly held corporations where small shareholders hold a large fraction of the equity.  

In those corporations, control can be exercised with a small fraction of the votes due to 

the well-known free rider problem (Grossman and Hart, 1980).  In contrast, we study 
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closely held firms characterized by having a small number of shareholders (the average 

number of shareholders in our sample is 1.73 (Table 1) and the median is 1).  Because of 

the small number of shareholders, it is easy to form a coalition of shareholders with more 

than 50% of the votes to oust a shareholder with less than 50% who is trying to impose its 

will on the corporation (Bennedsen and Wolfenzon, 2000).  Thus, a 50% threshold is 

more reasonable for closely held corporations.  For this reason we require that a family 

owns strictly more than 50% of the votes to classify the firm as a family firm. Even 

though exactly 50% of the votes might seem sufficient to control a firm, this is not the 

case in closely held corporation, since in many case the other 50% is held by only one or 

two shareholders. 

Anderson and Reeb (2003) and Anderson, Sattar and Reeb (2003) define family 

firms as firms in which the founding family still retains an equity stake or managerial 

position in the firm (thus this definition is more related to the second group of definitions 

above).  Again, this definition is better suited for large publicly held firms.  In these 

firms, the combination of a moderate-sized block and the authority of being a founder 

likely translate into effective control.   

 As discussed in the text our definition includes many – non family – 

entrepreneurial firms and we therefore expect it to provide an upper bound for the 

number of family corporations in Denmark. To get a lower bound, we therefore 

introduced our second definition, which in addition to the strictly more than 50 pct. 

family ownership condition also requires that at least two family members are involved in 

ownership, board membership or management. This definition is a lower bound because 

we have no information on family members’ job. Thus, we expect that we exclude a 
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number of single owned family firms, where other family members work in the 

corporation without being involved in management or board work. 

Fact 1: The fraction of family firms with family involvement is at least 29 pct. Invoking 

a strict ownership definition, the fraction of family firms in Denmark is 89 pct.   

Whereas it is broadly recognized that family ownership is a typical ownership 

structure among publicly traded and closely held corporations around the world, there are 

few estimates of the actual frequencies of family ownership. Because of the difficulty in 

collecting data on private firms and in particularly on the families of the owners, current 

estimates of the fraction of privately held family firms are not very precise. Dreux (1990) 

estimates that the share of family ownership is between 65 and 80 pct., evidence that is 

supported by Gersick et al. (1997), Lansberg (1999) and Ward (1987). These conjectures 

are based on small samples of firms in a few countries.  

Table 1 presents our best estimate of the frequency of family firms. In 2002 we have 

47,355 limited liability, non subsidiary, active stock corporations in Denmark In Panel A 

these are categorized using a strict ownership criteria into 30,147 single family member 

firms (i.e. the family shares are hold by only one person, even though there may 

sometimes be other outside owners) and 6,529 multiple family member firms (i.e. the 

family shares are hold by more than one person). Thus at least 77.7 pct. of all firms are 

family owned. In addition there are 8,047 multiple owners’ firms that we are not able to 

categorize. The upper limit for the frequency of family firms is, therefore, 77.7 pct. plus 

the 17 pct. undecided firms, which in total yields 94.7 pct. A more precise estimate can 

be extracted when we assume that the fraction of family firms in the undecided group is 

the same as in the group of multiple owners, where we can identify whether it is a family 
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firm or not. In the latter group the fraction of family firms is 6,529 / (2,632+6,529) = 71.3 

pct, hence the imputed number of family firms in the undecided group is 0.713*8,047 = 

5,541. This implies that our best estimate of the fraction of family firms among all firms 

in Denmark is (30,147+6,529+5,541)/47,355 = 89.2 pct.  

 In Panel B we provide a lower bound of the frequency of family firms by adding 

the requirement that we must observe at least two family members involved in 

ownership, board or management. Using this extra criterion removes appr. 23,000 firms 

from the group of single family member corporations to non family firms. Almost all of 

these firms have a single owner and there are none family members to this owner 

involved in management or board. Therefore, we expect many of these firms to be 

entrepreneurial, non-family, firms. The lower bound of the number of family corporations 

among limited liability stock corporations is (7,084+6,542)/47,355 = 29 pct.  

Our estimated number of family firms using the strict ownership criteria is 

slightly higher than the previous estimate based on small samples of firms (Dreux 1990, 

Gersick et al. 1997 and Ward 1987). We believe this is due to that we have data on the 

complete population of limited liability stock corporations. Previous small sample studies 

have often left out the smallest firms. Among the smallest quintile of the Danish firms the 

frequency of family firms is somewhere between 82.5 pct. and 95.9 pct., whereas it is 

only between 67.0 pct. and 90.1 pct. among the largest quintile. 14  

 

Fact 2: The fraction of family CEOs in family corporations is 94 pct. 

                                                 

14 To save space we have not reported this number in the appendix.  
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Table 1 Panel B yields the fraction of family CEOs in family firms where at least 

two family members are involved. The ratio of insider is very similar in single family 

owner (93.6 pct) and multiple family owner (95.0) firms. This very high ratio of inside 

management reflects that most of our family firms are young and the founders are still 

involved in the corporations. 

Panel A shows that using a strict ownership definition, the fraction of family 

CEOs is 90.7 pct. in single family owner firms and 95.0 pct. in multiple family owners 

firms.  

 

Fact 3: Among the family firms that changed CEO, 50 pct. hired an outsider and 50 

pct. hired a family insider.  

Table 3 Panel B presents the relationship between family and new CEO for the set 

of family firms with family involvement. Notice, that we restrict the sample in this table 

to firms with at most two family members. The reason is that transition variables such as 

children, step children, spouses, siblings and parents are impossible to define clearly in 

firms with three or more owners, since these generally include family members belonging 

to different generations. However, there are very few firms with three or more owners, so 

the general picture is not affected by this selection. We notice that 742 firms picked a 

family member as the next CEO and almost the same number, 736, picked an outsider. 

Table 3 Panel A shows the relationship between the controlling owner and the 

new manager in the single family owner family firms defined using a strict ownership 

definition. In the single family member firms this share is 24.4 pct. In family firms with 

multiple family members we have that 86 pct of the firms pick new managers from the 
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family (unreported in Table 3). Hence, we observe that multiple family firms are very 

different from single family firms, which include the large set of non-family 

entrepreneurial firms. 

 

Fact 4: The relationship of the new family CEOs to the controling owner in family 

firms is: 41 pct. are spouses; 39 pct. are children; 10 pct. are siblings; 8 pct. are 

parents; 2 pct. are children in law; and, 1 pct. are stepchildren. 

Table 3 Panel B show the relationship between the new owner and the controling 

family owner in family firms with family involvement. Notice that almost 5 out of 10 

management transitions are within the same generation. Hence, most management 

transitions in family firms are not generational transitions. 

In Panel A these findings are confirmed for family firms defined from strict 

ownership. Surprisingly 49.7 pct of all family transitions happen between spouses. 

Hence, in these firms the most typical control transfer seems to be guided by optimal 

resource allocation between spouses that work together in the firm.  

Most studies of the subject have taken for granted that CEO transitions inside 

families are from older to younger generations. To our knowledge, there is no previous 

documentation showing that half of the management transition in family firms happens 

between spouses and it is an interesting question why this happens; is it an interim CEO 

that are in place until the next generation is ready or is it a real power change between the 

(family-) partners? Our accompanying survey from Greens Analyseinstitut (2003) asks 

the business owners if their spouses are employed in the firm or not. According to the 

answers almost half of the spouses (48.3 pct) are employed within the firm. Hence, this 
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may provide weak evidence for that transferring CEO position to spouses is a real 

promotion of the spouse and thus a real transfer of control within the family firm. We 

leave this interesting subject for future research. 
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Table 1, Firm Characteristics in 2002 
This table reports mean and (median) descriptive statistics of family firms , not family firms  and undecided. We define 
family firms  as firms that are controlled by a single family who holds a majority of the voting rights. We distinguish 
between two types of family firms; single owner family  and multiple owner family firms. Single owner family firms are 
controlled by a single person with no family relation to other owners of the firm. Multiple  owner family firms are 
characterized by having at least two family members that control the firm. Not family firm are firms without a 
controlling family and undecided are firms with multiple owners that we could not classify due to tied ownership (i.e. 
two families owning 50 pct. of the votes each) or firms that did not report the distribution of votes. Panel A uses the 
above described control definition of family firms, whereas family firms in Panel B further are required to have family 
involvement , i.e. at least two family members among the group of owners, CEO and board members. The additional 
criterion in the definition of family firms in Panel B filters out firms in which there is a single controlling owner and no 
additional family members among the CEO and board members.  

 Family firms Not family firms Undecided 

 Single owner 
family 

Multiple  owner 
family 

  

 
Panel A: Family control 

N, firms  (total = 47,355) 30,147 6,542 2,630 8,036 
Distribution (%) 63.7 13.8 5.5 17.0 
     
Book value of assets in 1,000 € 
 

1,163 
(261) 

3,297 
(587) 

24,603 
(653) 

3,148 
(466) 

Firm age 
 

13.1 
(11.0) 

17.7 
(14.0) 

14.0 
(8.0) 

13.2 
(9.0) 

Return on assets 
 

0.05 7 
(0.039) 

0.046 
(0.035) 

0.052 
(0.034) 

0.052 
(0.041) 

Number of owners 
 

1.03 
(1.00) 

2.54 
(2.00) 

3.52 
(3.00) 

3.12 
(2.00) 

Fraction with family CEO 90.8 95.0   
 
Panel B: Family control & family involvement 
N, firms  (total = 47,355) 7,084 6,542 29,077 4,652 
Distribution (%) 15.0 13.8 61.4 9.8 
     
Book value of assets in 1,000 € 
 

1,95 7 
(515) 

3,297 
(587) 

3,327 
(255) 

3,067 
(393) 

Firm age 
 

17.0 
(14.0) 

17.7 
(14.0) 

12.0 
(8.0) 

14.5 
(11.0) 

Return on assets  
 

0.041 
(0.035) 

0.046 
(0.035) 

0.061 
(0.042) 

0.047 
(0.031) 

Number of owners 
 

1.03 
(1.00) 

2.54 
(2.00) 

1.63 
(1.00) 

2.31 
(2.00) 

Fraction with family CEO 93.6 95.0   
     

  



Table 2, CEO Transitions in Family Firms , 1995-2002 
This table shows the number of CEO transitions that occurred in Danish family firms from 1995 to 2002. We define 
family firms  as fi rms that are controlled by a single family who holds a majority of the voting rights and distinguish 
between two types of family firms; single owner family  and multiple owner family  firms. Single owner family firms are 
controlled by a single person with no family relation to other owners of the firm. Multiple  owner family firms are 
characterized by having at least two family members that control the firm.  
Panel A includes all family firms with a CEO transition between 1995 and 2002, whereas Panel B includes the sub 
sample where we were able to identify the family members’ social security number and thereby obtain the family 
structure. Panel C further requires family involvement, i.e. at least two family members among the group of Owners, 
CEO and board members. 

 1995 
to 

1996 

1996 
to 

1997 

1997 
to 

1998 

1998 
to 

1999 

1999 
to 

2000 

2000 
to 

2001 

2001 
to 

2002 

Total  

 
Panel A: All family firms 
Single owner family 
Multiple owner family  

772 
133 

763 
179 

544 
129 

304 
70 

250 
64 

552 
147 

472 
114 

3,657 
836 

 
Panel B: Family Firms & family structure  

Single owner family 
Multiple owner family 

686 
83 

639 
101 

459 
76 

261 
45 

221 
39 

493 
96 

410 
82 

3,169 
522 

 
Panel C: Family control, family involvement & family structure 
 Single owner family  
Multiple owner family 

217 
83 

219 
101 

161  
76 

91  
45 

73 
39 

166  
96 

157  
82 

1,084 
522 

         
 
 



Table 3, The Family Behind the Family Firm by Type of Transition 
This table shows descriptive statistics on family firms with a CEO transition between 1995 and 2002 for which we were able to identify the 
social security number and thereby the family structure. We define family transition  as transitions to the next generation  (children, step children 
and children in law), same generation (spouse and siblings) and to the previous generation (parents). Transitions to non family members are 
classified as transitions to an outsider. Adult children includes children that were aged over 20 or above at the time of the transition. 
Panel A includes all single owner family firms with a CEO transition between 1995 and 2002 where we are able to identify the family members’ 
social security number and thereby obtain the family structure. All family statistics relate to the family of the single controlling owner.  Panel B 
includes family firms with family involvement, (i.e. at least two family members among the group of Owners, CEO and board members). To be 
able to classify the type of family transition in family firms with multiple owners we only include firms with two family members among the 
owners.  

Transition to Family  Outside r 
 Next 

generation 
 Same  

generation 
 Previous 

generation 
 

 Children Step 
children 

Children in 
law 

Spouse Sibling Parents  

 
Panel A: Family control  
N (total = 3,169) 307 8 11 395 21 54 2,373 
Share of total family transitions (%) 38.6 1.0 1.4 49.6 2.6 6.8  
        
Retiring CEO in family (%) 96.1 62.5 90.9 97.2 90.5 92.6 76.1 
Age of retiring CEO  60.7 54.1 56.8 53.7 38.4 34.6 50.5 
CEO death around change (%) 25.7 0.0 30.0 37.0 0.0 3.7 7.7 
        
Age of new CEO  34.0 32.9 38.1 52.0 33.3 57.5 46.3 
        
Age of owner 62.0 54.6 67.1 53.8 33.3 31.1 50.8 
Owner divorced (%) 12.7 50.0 10.0 12.7 4.8 5.6 17.0 
Number of children 2.46 1.38 2.30 2.14 0.95 0.98 1.74 
Number of adult children 2.38 1.25 2.30 1.50 0.00 0.00 0.95 
Number of female children 0.95 0.50 1.70 0.99 0.38 0.50 0.86 
Number of adult female children 0.90 0.50 1.70 0.70 0.00 0.00 0.48 
 
Panel B: Family control & family involvement  
N (total = 1,478) 286 5 12 305 74 60 736 
Share of total family transitions (%) 38.5 0.7 1.6 41.1 10.0 8.1  
        
Retiring CEO in family (%) 96.5 60.0 91.7 97.0 90.5 96.7 85.4 
Age of retiring CEO  60.3 57.0 51.8 52.5 44.0 36.5 51.8 
        
Age of new CEO  34.4 33.4 42.3 52.0 33.8 57.3 46.5 
        



Table 4, Family Transition and Number of Children 
This table shows the frequency of family transitions in single owner family firms with a CEO transition as a function of 
the number of children. The frequency of family transition (%FT) is the number of firms with family transition over the 
number of firms with family plus outside transition. Family transition to next generation only includes family 
transitions to the next generation (children, step children and children in law), thus firms with CEO transitions to 
spouse, siblings and parents are excluded. Family transition to all generations includes family transitions to children 
(all types), spouse, siblings and parents.  
Panel A focuses on All children , whereas Panel B only include Adult children, i.e. children that were aged 20 or above 
at the time of the transition. 

Number of children Family transition to next generation  Family transition to all generations 

 N %FT N %FT 

 
Panel A, All children 
0 543 0.0 604 10.6 
1 349 9.7 413 23,7 
2 1,077 13.6 1,295 28.1 
3 552 19.9 648 31.8 
4+ 178 18.0 209 30.8 
All 2,699 12.0 3,169 25.1 
 
Panel B, Adult children  
0 1,233 0.6 1,426 14.0 
1 387 9.0 445 20.9 
2 684 21.6 831 35.5 
3 322 34.8 376 44.1 
4+ 73 31.5 91 45.1 
All 2,699 12.0 3,169 25.1 
     



Table 5, Family Transitio n, Marital and Offspring Status  
This table shows the frequency of family transitions in single owner family firms with a CEO transition as a function of 
the number of the children, the martial status and the offspring status . The frequency of family transition (%FT) is the 
number of firms with family transition over the number of firms with family plus outside transition. The frequencies are 
sorted on Martial Status and Offspring Status, where we distinguish between four types of martial status (never married, 
married, divorced and not remarried and multiple marriages) and two types of offspring status (children with the same 
partner and children with multiple partners). Number of adult children is the number of children that were aged 20 or 
above at the time of the transition. 
Panel A focuses on family transition to next generation, whereas Panel B focuses on family transition to all generations. 
Family transition to next generation only includes family transitions to the next generation (children, step children and 
children in law), thus firms with CEO transitions to spouse, siblings and parents are excluded. Family transition to all 
generations includes family transitions to children (all types), spouse, siblings and parents. 

 Martial Status    Offspring Status 

Number 
of adult 
children 

Never 
married 

 Married  Divorced 
and not 

remarried 

 Multiple 
marriages 

 

  Children w/ 
same partner 

 Children 
w/ multiple 

partners 

 N %FT  N %FT  N %FT  N %FT   N %FT  N %FT 

 
Panel A: Family transition to next generation 
1 11 0.0  270 9.6  25 8.0  81 8.6   318 9.1  69 8.7 
2 2 0.0  539 23.0  39 33.3  104 10.6   645 22.3  39 10.3 
3 0 n.a  258 39.9  14 7.1  50 16.0   282 36.9  40 20.0 
4+ 0 n.a.  60 36.7  1 0.0  12 8.3   60 35.0  13 15.4 
All 13 0.0  1,127 24.4  79 20.3  247 10.9   1,305 22.8  161 12.4 
 
Panel B: Family transition to all generations 
0 460 8.2  826 17.2  38 7.9  102 16.7        
1 11 0.0  318 23.3  26 11.5  90 17.8   359 21.7  75 20.0 
2 2 0.0  663 37.4  42 38.1  124 25.0   779 35.9  60 30.0 
3 0 n.a.  305 49.2  14 7.1  57 26.3   330 46.1  46 30.4 
4+ 0 n.a.  75 49.3  1 0.0  15 26.7   72 45.8  19 42.1 
All 473 8.0  2,187 29.8  121 19.0  388 21.4   1,540 35.3  190 27.4 
                   



Table 6, Family Transition and Gender of Children 
This table shows the frequency of family transitions in single family member firms with a CEO transition as a function 
of the gender of the children. The frequency of family transition (%FT) is the number of firms with family transition 
over the number of firms with family plus outside transition. Family transition to next generation  only includes family 
transitions to the next generation (children, step children and children in law), thus firms with CEO transitions to 
spouse, siblings and parents are excluded. Family transition to all generations includes family transitions to children 
(all types), spouse, siblings and parents. Both samples only include single owners family firms where the owner has 
children (see Table 4). 
Panel A focuses on Gender of children  and part I) includes  Gender of all children whereas part II) only includes Gender 
of adult children, i.e. children that were aged 20 or above at the time of the transition. Panel B shows to whom the CEO 
position was transferred for firms in Panel A that choose a family transition to the next generation as a function of the 
gender composition. Part I) focuses on single owners with two adult children, whereas part II) focuses on single owners 
with three children.  %Men and %Female are the percentage of firms that transferred the CEO position to a male and 
female, respectively. 

 Family transition to next generation  Family transition to all generations 

 N %FT N %FT 
 
Panel A: Gender of children 
I) Gender of all c hildren 
At least one male 1,681 17.2 2,003 30.5 
All children are females  475 6.9 562 21.4 
All 2,156 14.9 2,565 28.5 
 
II) Gender of adult c hildren 
At least one male 1,103 26.0 1,309 37.7 
All children are females  363 8.5 434 23.5 
All 1,466 21.7 1,743 34.1 
 
Panel B: Gender composition 

 Family transition to whom? 

Gender composition N % Male  % Female 

 
I) Single family member with two adult children 
One male, One female 71 81.3 19.7 
 
II) Single family member with three adult children 
One male, two females  43 83.7 16.3 
Two males, one female  38 92.1 7.9 
    
 



Table 7, Determinants of Family Transition 
Family transition is the dependent variable, defined as a dummy taking the value 1 when the CEO position is transferred 
to the next  generation and to all generations , respectively. We use two different samples  of single owner family firms , 
Family transition to next generation, which includes all transitions to outsiders and only family transitions to the next 
generation, and Family transition to all generations, which includes all transitions to outsiders and all family transitions 
(see Section 2 for further details). Number of adult children is the number of children of the single controlling owner 
that was aged 20 at the time of the transition. Never married  is a dummy taking the value 1 if the single owner never has 
been married. Multiple marriages is a dummy taking the value 1 if the single controlling owner has  been divorced and 
has remarried before the time of transition. All adult children are females is a dummy taking the value 1 if all adult 
children are females . Number of male children and Number of female children are the number of adult male and female 
children, respectively. Old CEO in family is a dummy taking the value 1 if the departing CEO was a family member. 
Firm size is book value of assets measured in million Danish kroner (equivalent to 135,000 €). Firm age  is measured as 
number of years since the firm was established. Profitability is industry adjusted returns on assets, defined as operating 
profit over book value of assets minus the mean 2-digit SIC industry return on assets.  Industry competition is the 
Herfindahl-Index, which sums the squares of each firm’s market share within the industry. Gender composition of 
industry workforce is defined as the share of female in the workforce within the industry. t-statistics are reported in 
parenthesis.  
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    
 Family transition to next generation  Family transition to all generations 

Estimation method Probit Probit Probit  Probit  Probit Probit  
       
Number of adult 
children 

0.739*** 
(3.87) 

0.713*** 
(3.29) 

 0.297*** 
(4.85) 

0.368*** 
(5.36) 

 

Number of adult 
children squared 

-0.093** 
(-2.51 ) 

-0.099** 
(-2.29) 

 -0.019 
(-1.14) 

-0.039** 
(-2.15) 

 

Never married 
 

   -0.431*** 
(-4.17) 

-0.410*** 
(-3.60) 

-0.411*** 
(-3.83) 

Multiple marriages -0.414*** 
(-3.49) 

-0.321** 
(-2.53) 

-0.346*** 
(-2.73) 

-0.230*** 
(-2.89) 

-0.216** 
(-2.47) 

-0.207** 
(-2.37) 

All adult children are 
females 

-0.535*** 
(-4.84) 

-0.566*** 
(-4.62) 

 -0.119* 
(-1.92) 

-0.101 
(-1.48) 

 

Number of male 
children 

  0.461*** 
(8.09) 

  0.350*** 
(10.6) 

Number of female 
children 

  0.124** 

(2.10) 
  0.15 1*** 

(4.17) 
       
Old CEO in family 0.937*** 

(6.75) 
0.856*** 
(5.67) 

0.870*** 
(5.74) 

0.983*** 
(10.9) 

0.943*** 

(9.52) 
0.942*** 
(9.52) 

       
Firm size  -0.005** 

(-2.13) 
-0.005** 
(-2.10) 

 -0.007*** 
(-3.65) 

-0.006*** 
(-3.63) 

Firm age  0.001** 
(2.03) 

0.001* 
(1.95) 

 3E-04 
(0.83) 

3E-04 
(0.95) 

Profitability  0.206 
(0.85) 

0.149 
(0.62) 

 0.279* 
(1.92) 

0.246* 
(1.70) 

Industry competition  0.937** 
(1.98) 

1.091** 
(2.32) 

 0.892*** 
(3.06) 

0.96 2*** 
(3.30) 

Gender composition of 
industry workforce 

 -0.482* 
(-1.71) 

-0.600** 
(-2.11) 

 0.020 
(0.11) 

-0.048 
(-0.26) 

Constant -2.545*** 
(-9.48) 

-2.225*** 
(-7.14) 

-1.976*** 
(-9.52) 

-1.733*** 
(-16.3) 

-1.728*** 
(-12.7) 

-1.731*** 
(-14.1) 

       
Pseudo-R2 0.12 0.11 0.11 0.12 0.13 0.13 
N 1,466 1,203 1,203 3,169 2,617 2,617 
       
Note: In the ‘Transition to next generation sample’ we exclude single family owners with 0 adult children. Thus, the ‘Never married’ is dropped since 
all unmarried single owners have 0 adult children. 



Table 8, Family Transition with Same Gender Dummy as Source to Exogenous Variation in Family Size  
Following Angrist and Evans (1998) we construct a sample of single owner family firms where the owner is married and has at least 
two adult children and where all children were adult at the time of the CEO transition. Family transition is the dependent variable, 
defined as a dummy taking the value 1 when the CEO position is transferred to the next generation and to all generations,  
respectively. We use two different samples, Family transition to next generation, which includes all transitions to outsiders and only 
family transitions to the next generation, and Family transition to all generations, which includes all transitions to outsiders and all 
family transitions (see Section 2 for further details). The instrumented variable is More than 2 children  in Panel A and Number of 
additional children in Panel B, respectively. More than 2 children  is a dummy taking the value 1 if the single owner has more than 2 
adult children. Number of additional children  is the number of children in excess of 2 of the single owner. The instrument is Same 
gender,  defined as a dummy taking the value 1 if the two first children have same gender. All adult children are females is a dummy 
taking the value 1 if all adult children are female. Old  CEO in family is a dummy taking the value 1 if the departing CEO was a 
family member. Firm size is book value of assets measured in million Danish kroner (equivalent to 135,000 €). Firm age is measured 
as number of years since the firm was established. Profitability is industry adjusted returns on assets, defined as operating profit over 
book value of assets minus the mean 2-digit SIC industry return on assets.  Industry competition is the Herfindahl-Index, which sums 
the squares of each firm’s market share within the industry. Gender composition of industry workforce  is defined as the share of 
female in the workforce within the industry. t-statistics are reported in parenthesis. The table only reports the second stage regression 
for 2SLS. We report the t -statistic on the instrument, Same gender, from the first stage regression at the bottom of each panel. 
***, ** and * denotes significant at the 1, 5 and 10 percent level, respectively. 

 Family transition to next generation  Family transition to all generations 
Estimation method OLS 2SLS OLS 2SLS OLS 2SLS OLS 2SLS 

Panel A: Same gender dummy as instrument for More than 2 children  
         
More than 2 children 0.080*** 

(3.38) 
0.911*** 
(2.60) 

0.119***  
(3.27) 

0.845** 
(2.11) 

0.099***  
(3.10) 

0.905** 
(2.51) 

0.089** 
(2.52) 

0.922** 
(2.24 ) 

All adult children are females -0.171*** 
(-3.89)  

-0.014 
(-0.16)  

-0.176*** 
(-3.56) 

-0.031 
(-0.31) 

-0.120*** 
(-2.85) 

0.058 
(0.61) 

-0.105** 

(-2.24) 
0.077 
(0.71 ) 

         
Old CEO in family 0.305*** 

(6.99) 
0.300*** 
(5.24) 

0.290***  
(5.79) 

0.300*** 
(4.68) 

0.422***  
(9.27) 

0.426*** 
(7.23) 

0.410***  
(7.87) 

0.428*** 
(6.22 ) 

Firm size   -2E-04 
(-1.14) 

-2E-05 
(-0.06) 

  -3E-04 
(-1.60) 

-9E-05 
(-0.32) 

Firm age   2E-04* 
(1.67) 

3E-05 
(0.27) 

  1E-04 
(0.94) 

-7E-05 
(-0.33) 

Profitability   0.010 
(0.10) 

-0.072 
(-0.56) 

  0.020 
(0.21) 

-0.07 6 
(-0.58) 

Industry competition   0.204 
(1.00) 

0.368 
(1.34) 

  0.510***  

(2.89) 
0.439* 
(1.88) 

Gender composition of industry 
workforce 

  -0.121 
(-1.05) 

-0.123 
(-0.83) 

  -0.056 
(-0.51) 

-0.004 
(-0.03) 

Constant -0.118 
(-1.62)  

-0.287* 
(-1.88)  

0.0 74 
(1.16) 

-0.240 
(-1.26) 

0.050  
(1.12) 

-0.284* 
(-1.78)  

0.052 
(0.81) 

-0.318 
(-1.59) 

         
t -statistic on instrument  (3.46)  (2.95)  (3.55)  (3.16) 
         
N 778 778 645 645  951 951 797 797  

 
Panel B: Same gender dummy as instrument for Number of additional children 
Estimation method OLS 2SLS OLS 2SLS OLS 2SLS OLS 2SLS 
         
Number of additional children 0.080*** 

(3.38) 
0.532*** 
(2.81) 

0.069** 
(2.56) 

0.577** 
(2.14) 

0.066***  
(2.96) 

0.500*** 
(2.75) 

0.058** 
(2.32) 

0.599** 
(2.32) 

All adult children are females -0.171*** 
(-3.89) 

-0.033 
(-0.42) 

-0.179*** 
(-3.60) 

-0.026 
(-0.26) 

-0.120*** 
(-2.84) 

0.025 
(0.32) 

-0.105** 

(-2.25) 
0.071 
(0.70) 

         
Old CEO in family 0.305*** 

(6.99) 
0.320*** 
(6.00) 

0.294***  
(5.85) 

0.335*** 
(5.04) 

0.423***  
(9.30) 

0.436*** 
(8.07) 

0.413***  
(7.91) 

0.456*** 
(6.61) 

         
Firm size   -2E-04 

(-1.20) 
-7E-05 
(-0.29) 

  -3E-04 
(-1.64) 

-2E-04 
(-0.61) 

Firm age   2E-04* 
(1.74) 

1E-05 
(0.59) 

  1E-04 
(0.99) 

1E-06 
(0.01) 

Profitability   0.0 16 
(0.17) 

-0.039 
(-0.32) 

  0.021 
(0.22) 

-0.064 
(-0.52) 

Industry competition   0.207 
(1.01) 

0.429 
(1.52) 

  0.514***  

(2.91) 
0.480** 
(2.15) 

Gender composition of industry 
workforce 

  -0.130 
(-1.12) 

-0.197 
(-1.32) 

  -0.065 
(-0.58) 

-0.090 
(-0.64) 

Constant 0.042 
(0.97) 

-0.203* 
(-1.79) 

0.088 
(1.37) 

-0.194 
(-1.15) 

0.055  
(1.23) 

-0.184 
(-1.63)  

0.059 
(0.91) 

-0.247 
(-1.49) 

         
t -statistic on instrument   (4.27)  (3.17)  (4.52)   (3.46) 
         
N 778 778 645 645 951 951 797 797 



Table 9, Family Transition with Wife’s Age at Marriage as Source to Exogenous Variation in Family Size 
We construct sample of single owner family firms where the owner is married and has not been divorced at the time of the CEO 
transition. Family transition is the dependent variable, defined as a dummy taking the value 1 when the CEO position is 
transferred to the next  generation and to all generations, respectively. We use two different samples, Family transition to next 
generation, which includes all transitions to outsiders and only family transitions to the next generation, and Family transition to 
all generations, which includes all transitions to outsiders and all family transitions (see Section 2 for further details). The 
instrumented variable is Number of adult children.  We use Wife’s age at marriage as an instrument for number of adult children. 
Number of adult children is the number of children of the single owner that was aged 20 at the time of the transition. All adult 
children are females is a dummy taking the value 1 if all adult children are female. Old CEO in family is a dummy taking the 
value 1 if the departing CEO was a family member. Firm size is book value of assets measured in million Danish kroner 
(equivalent to 135,000 €). Firm age is measured as number of years since the firm was established. Profitability is industry 
adjusted returns on assets, defined as operating profit over book value of assets minus the mean 2-digit SIC industry return on 
assets.  Industry competition is the Herfindahl-Index, which sums the squares of each firm’s market share within the industry. 
Gender composition of industry workforce is defined as the share of female in the workforce within the industry. t-statistics are 
reported in parenthesis. The table only reports the second stage regression for 2SLS. We report the t-statistic on the instrument, 
Wife’s age at time of marriage, from the first stage regression at the bottom. 
***, ** and * denotes significant at the 1, 5 and 10 percent level, respectively. 

 Family transition to next generation  Family transition to all generations  
Estimation method OLS 2SLS OLS 2SLS OLS 2SLS OLS 2SLS 
 
Wife’s age at marriage dummy as instrument for Number of adult children 
Number of adult children 0.079*** 

(5.42) 
0.424*** 
(2.66) 

0.069*** 
(4.22) 

0.419** 
(2.21) 

0.057*** 
(5.93) 

0.188*** 
(3.84) 

0.059*** 
(5.40) 

0.185*** 
(3.36) 

All adult children are females -0.108*** 
(-3.95) 

0.068 
(0.78) 

-0.119*** 
(-3.82) 

0.069 
(0.64) 

-0.033 
(-1.43) 

0.147** 
(2.09) 

-0.028 

(-1.08) 
0.149* 
(1.85) 

         
Old CEO  in family 0.148*** 

(4.99) 
0.150*** 
(4.06) 

0.149*** 
(4.48) 

0.158*** 
(3.76) 

0.193*** 
(7.63) 

0.190*** 
(7.16) 

0.189*** 
(6.72) 

0.186*** 
(6.33) 

Firm size   -1E-04 
(-1.00) 

-8E-05 
(-0.62) 

  -2E-04* 
(-1.76) 

-2E-04* 
(-1.85) 

Firm age   3E-04** 
(2.47) 

1E-04 
(0.61 ) 

  1E-04 
(1.15) 

6E-06 
(0.04) 

Profitability   0.010 
(0.14) 

-0.011 
(-0.13) 

  0.038 
(0.72) 

0.043 
(0.79) 

Industry competition   0.268* 
(1.89) 

0.348* 
(1.91 ) 

  0.217** 

(1.99) 
0.230** 
(2.01) 

Gender composition of 
industry workforce 

  -0.185** 
(2.18) 

-0.183* 
(-1.72) 

  -0.021 
(-0.30) 

0.028 
(0.37) 

Constant  -0.088** 
(-2.06) 

-0.844** 
(-2.40) 

-0.017 
(-0.30) 

-0.794* 
(-1.87) 

0.007 
(0.24) 

-0.243** 
(-2.49) 

0.004 
(0.09) 

-0.254** 
(-2.13) 

         
t-statistic on instrument   (-3.64)  (-3.09)  (-9.06)  (-8.27) 
         
N 996 996 825 825 1,833 1,833 1,520 1,520 
         

 



Table 10, Family Transition in Firms with Exogenous Family Size and Gender Composition 
We construct a sample of single owner family firms that was foun ded 10 years after the last child was born. Family 
transition is the dependent variable , defined as a dummy taking the value 1 when the CEO position is transferred to next  
generation and to all generations, respectively. We use two different samples, Family transition to next generation , 
which includes all transitions to outsiders and only family transitions to the next generation, and Family transition to all 
generations, which includes all transitions to outsiders and all family transitions (see Section 2 for further details).  
Number of adult children is the number of children that was aged 20 at the time of the transition. Multiple marriages is 
a dummy taking the value 1 if the single owner has  been divorced and has  remarried. All adult children are fema les is a 
dummy taking the value 1 if all adult children are females. Old CEO in family is a dummy taking the value 1 if the 
departing CEO was a family member. Firm size is book value of assets measured in million Danish kroner (equivalent 
to 135,000 €). Firm age  is measured as number of years since the firm was established. Profitability is industry adjusted 
returns on assets, defined as operating profit over book value of assets minus the mean 2-digit SIC industry return on 
assets.  Industry competition is the Herfindahl-Index, which sums the squares of each firm’s market share within the 
industry. Gender composition of industry workforce is defined as the share of female in the workforce within the 
industry. t-statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 Family transition to next generation  Family transition to all generations 

Estimation method Probit  Probit  Probit  Probit  
     
Number of adult 
children 

1.648*** 
(4.14) 

1.785*** 
(3.85) 

0.228** 
(2.04) 

0.31 4** 
(2.50) 

Number of adult 
children squared 

-0.222*** 
(-3.09) 

-0.253*** 
(-3.01) 

0.004 
(0.15) 

-0.020 
(-0.68) 

Multiple marriages -0.624*** 
(-3.33) 

-0.512** 
(-2.56) 

-0.325*** 
(-2.72) 

-0.324** 
(-2.44) 

All adult children are 
females 

-0.632*** 
(-3.10) 

-0.791*** 
(-3.25) 

-0.211 
(-1.57) 

-0.256* 
(-1.71) 

     
Old CEO in family 1.233*** 

(5.01) 
1.035*** 
(3.95) 

1.04 8*** 
(7.18) 

1.015*** 
(6.15) 

     
Firm size  -0.012** 

(-2.07) 
 -0.009*** 

(-3.11) 
Firm age  0.001 

(1.45) 
 2E-04 

(0.54) 
Profitability  0.297 

(0.62) 
 0.078 

(0.32) 
Industry competition  -0.539 

(-0.58) 
 0.442 

(0.98) 
Gender composition of 
industry workforce 

 0.273 
(0.56) 

 0.544* 
(-1.90) 

Constant -4.176*** 
(-7.17) 

-4.068*** 
(-5.96) 

-1.749*** 
(-8.75) 

-1.854*** 
(-7.36) 

     
Pseudo-R2 0.20 0.22 0.11 0.13 
N 581 473 1,308 1,072 
     
 



Table 11, Family Transition in Firms with Exogenous Multiple Marriages 
Family transition is the dependent variable, defined as a dummy taking the value 1 when the CEO position is transferred 
to the next  generation and to all generations, respectively. We use two different samples, Family transition to next 
generation, which includes all transitions to outsiders and only family transitions to the next generation, and Family 
transition to all generations, which includes all transitions to outsiders and all family transitions (see Section 2 for 
further details). Number of adult children is the number of children of the single owner that was aged 20 at the time of 
the transition. Never married is a dummy taking the value 1 if the single owner never has been married. Multiple 
marriage at least 5 years before transition is a dummy taking the value 1 if the single owner has been divorced and 
have remarried at least 5 years before the time of transition. All adult children are females is a dummy taking the value 
1 if all adult children are females. Old CEO in family is a dummy taking the value 1 if the departing CEO was a family 
member. Firm size is book value of assets measured in million Danish kroner (equivalent to 135,000 €). Firm age is 
measured as number of years since the firm was established. Profitability  is industry adjusted returns on assets, defined 
as operating profit over book value of assets minus the mean 2-digit SIC industry return on assets.  Industry competition 
is the Herfindahl-Index, which sums the squares of each firm’s market share within the industry. Gender composition of 
industry workforce is defined as the share of female in the workforce within the industry. t-statistics are reported in 
parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 Family transition to next generation  Family transition to all generations 

Estimation method Probit  Probit  Probit  Probit  
     
Number of adult 
children 

0.735*** 
(3.86) 

0.715*** 
(3.30) 

0.295*** 
(4.81) 

0.366*** 
(5.35) 

Number of adult 
children squared 

-0.092** 
(-2.49) 

-0.099** 
(-2.30) 

-0.018 
(-1.11) 

-0.039** 
(-2.13) 

Never Married   -0.419*** 
(-4.06) 

-0.398*** 
(-3.50) 

Multiple marriage at 
least 5 years before 
transition 

-0.326*** 
(-2.61) 

-0.230* 
(-1.71) 

-0.159* 
(-1.87) 

-0.151 
(-1.60) 

All adult children are 
females 

-0.536*** 
(-4.86) 

-0.565*** 
(-4.61) 

-0.119* 
(-1.91) 

-0.099 
(-1.45) 

     
Old CEO in family 0.950*** 

(6.86) 
0.872*** 
(5.78) 

0.993*** 
(11.0) 

0. 954*** 
(9.63) 

     
Firm size  -0.005** 

(-2.12) 
 -0.007*** 

(-3.63) 
Firm age  0.00 1** 

(2.05) 
 3E-04 

(0.85) 
Profitability  0.218 

(0.91) 
 0.281* 

(1.94) 
Industry competition  0.938** 

(1.98) 
 0.889*** 

(3.06) 
Gender composition of 
industry workforce 

 -0.499* 
(-1.78) 

 0.011 
(0.06) 

Constant -2.571*** 
(-9.57) 

-2.253*** 
(-7.22) 

-1.753*** 
(-16.5) 

-1.747*** 
(-12.9) 

     
Pseudo-R2 0.11 0.11 0.12 0.12 
N 1,466 1,203 3,169 2,617 
     

 



Table 12, Determinants of Family Transition in Family Firms with Family Involvement 
We construct a sample of family firms with a controlling family and family involvement, i.e. at least two family 
members among the group of owners, CEO and board members – see Table 1 and Section 2 for further details. Family 
transition is the dependent variable , defined as a dummy taking the value 1 when the CEO position is transferred to the 
next generation and to all generations, respectively. We use two different samples, Family transition to next generation , 
which includes all transitions to outsiders and only family transitions to the next generation, and Family transition to all 
generations, which includes all transitions to outsiders and all family transitions (see Section 2 for further details) 
Number of adult children  is the sum of the family owners’ children that was aged 20 at the time of the transition. 
Multiple marriages is a dummy taking the value 1 if at least one family owner has been divorced and have remarried. 
Majority of children are females is a dummy taking the value 1 if the majority of the family owners’ adult children are 
females. Old CEO in family is a dummy taking the value 1 if the departing CEO was a family member. Firm size is 
book value of assets measured in million Danish kroner (equivalent to 135,000 €). Firm age is measured as number of 
years since the firm was established. Profitability is industry adjusted returns on assets, defined as operating profit over 
book value of assets minus the mean 2-digit SIC industry return on assets.  Industry competition is the Herfindahl-
Index, which sums the squares of each firm’s market share within the industry. Gender composition of industry 
workforce is defined as the share of female in the workforce within the industry. t-statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 Family transition to next generation   Family transition to all generations 

Estimation method Probit  Probit  Probit  Probit  
     
Number of adult 
children 

1.121*** 
(5.73) 

1.063*** 
(4.80) 

0.356*** 
(5.61) 

0.408*** 
(5.36) 

Number of adult 
children squared 

-0.164*** 
(-4.60) 

-0.153*** 
(-3.71) 

-0.034** 
(-2.14) 

-0.042** 
(-2.07) 

Multiple marriages -0.698*** 
(-4.19) 

-0.657*** 
(-3.76) 

-0.546*** 
(-4.50) 

-0.595*** 
(-4.50) 

Majority of adult 
children are females  

-0.412*** 
(-4.34) 

-0.438*** 
(-4.11) 

-0.214** 
(-2.54) 

-0.174* 
(-1.79) 

     
Old CEO in family 0.455** 

(2.58) 
0.327* 
(1.69) 

0.730*** 
(6.12) 

0.776*** 
(5.74) 

     
Firm size  -0.001 

(-1.14) 
 -0.003** 

(-2.06) 
Firm age  0.002 

(0.66) 
 -0.010*** 

(-3.67) 
Profitability  0.200 

(0.90) 
 0.060 

(0.44) 
Industry competition  -0.455 

(-0.89) 
 1.550*** 

(4.03) 
Gender composition of 
industry workforce 

 -0.969*** 
(-3.17) 

 -0.169 
(-0.69) 

Constant -2.272*** 
(-7.74) 

-1.689*** 
(-4.97) 

-0.888*** 
(-7.36) 

-0.815*** 
(-4.98) 

     
Pseudo-R2 0.08 0.09 0.07 0.10 
N 1,099 901 1,606 1,330 
     

 
  



Table 13, Ranking of Family Conflicts 
We construct a sample of single owner family firms where the family owner has married at least once (see Table 5). 
Family transition is the dependent variable, defined as a dummy taking the value 1 when the CEO position is transferred 
to the next generation and to all generations, respectively. We use two different samples, Family transition to next 
generation, which includes all transitions to outsiders and only family transitions to the next generation, and Family 
transition to all generations, which includes all transitions to outsiders and all family transitions (see Section 2 for 
further details).  Number of adult children is the number of children that was aged 20 at the time of the transition. 
Divorced, but never remarried is a dummy taking the value 1 if the single  owner is divorced and has not remarried. 
Multiple marriages but children with one partner  is a dummy taking the value 1 if the single owner has been divorced 
and has remarried, but only has children from one marriage. Multiple marriages and children with  multiple partners  is a 
dummy taking the value 1 if the family owner has been divorced, has remarried and has children with multiple partners . 
All adult children are females is a dummy taking the value 1 if all adult children are females  Old CEO in family  is a 
dummy taking the value 1 if the departing CEO was a family member. Firm size  is book value of assets measured in 
million Danish kroner (equivalent to 135,000 €). Firm age is measured as number of years since the firm was 
established. Profitability is industry adjusted returns on assets, defined as operating profit over book value of assets 
minus the mean 2-digit SIC industry return on assets.  Industry competition is the Herfindahl-Index, which sums the 
squares of each firm’s market share within the industry. Gender composition of industry workforce is defined as the 
share of female in the workforce within the industry. t-statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 Family transition to next generation   Family transition to all generations 

Estimation method Probit Probit  Probit  Probit  
     
Number of adult 
children 

0.728*** 
(3.80) 

0.70 7*** 
(3.24) 

0.30 6*** 
(4.88) 

0.372*** 
(5.28) 

Number of adult 
children squared 

-0.091** 
(-2.43) 

-0.097** 
(-2.24) 

-0.022 
(-1.32) 

-0.042** 
(-2.25) 

Divorced, but never 
remarried 

-0.041 
(-0.24) 

-0.023 
(-0.11) 

-0.340** 
(-2.41) 

-0.310* 
(-1.93) 

Multiple marriages but 
children with one 
partner 

-0.370*** 
(-2.65) 

-0.301** 
(-2.00) 

-0.228** 
(-2.27) 

-0.226* 
(-2.05) 

Multiple marriages and 
children w/ multiple 
partner 

-0.521** 
(-2.50) 

-0.369* 
(-1.69) 

-0.280** 
(-2.29) 

-0.240* 
(-1.79) 

All adult children are 
females 

-0.536*** 
(-4.84) 

-0.567*** 
(-4.62) 

-0.138** 
(-2.10) 

-0.132* 
(-1.81) 

     
Old CEO in family 0.93 7*** 

(6.73) 
0.856*** 
(5.66) 

0.970*** 
(10.2) 

0.934*** 
(8.88) 

     
Firm size  -0.005** 

(-2.12) 
 -0.006*** 

(-3.48) 
Firm age  0.001** 

(2.03) 
 3E-04 

(0.89) 
Profitability  0.205 

(0.85) 
 0.285* 

(1.80) 
Industry competition  0.929* 

(1.96) 
 0.988*** 

(3.26) 
Gender composition of 
industry workforce 

 -0.480* 
(-1.71) 

 -0.036 
(-0.18) 

Constant -2.531*** 
(-9.38) 

-3.129*** 
(-7.09) 

-1.699*** 
(-15.2) 

-1.680*** 
(-11.7) 

     
Pseudo-R2 0.12 0.11 0.09 0.10 
N 1,466 1,203 2,696 2,23 4 
     
 



Table 14, Summary of Regressions of Survey Answers related to CEO transition on Family 
Variables 
This table summarizes the results from the family firm survey. We use a sample of 1438 family firms  in 2002, which 
were included in the survey. We regress  the family variables on five survey questions related to CEO transition. The 
dependent variables are defined as  follows ; Q1 & Q2) A dummy taking the value 1 if the answer was ‘yes’, Q3) A 
dummy taking the value 1 if the answer to Q2 was ‘yes’ and the answer to Q1 was ‘no’, further we only include firms 
where the answer to Q2 is ‘YES , Q4-Q5) An ordered variable with three categories (large, small, no problem) were the 
dependent variable is defined such that the degre e of the problem is increasing. Thus, the estimation method is probit 
for Q1 to Q3 and ordered probit for Q4 and Q5. Nchldx is the number of adult children, where the number of children is 
capped at 3. Nchld3+ is a dummy taking the value 1 if the number of adult children is above 3. Multiple marriages  is a 
dummy taking the value 1 if the single owner has been divorced and has remarried. Children with multiple partners is a 
dummy taking the value 1 if the single owner has children with multiple partners. t -statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

Dependent variable Nchldx Nchld3+ Multiple 
marriages  

Children 
with 

multiple 
partners 

      
Q1 Is it realistic that a member of the family continues 

the firm upon the next generation change 
(transition)? 

0.160** 
(2.50) 

0.124 
(1.04) 

0.140 
(1.45) 

-0.296* 
(-1.87) 

      
Q2 Do you hope that a member of the family continues 

the firm upon the next generation change 
(transition)? 

0.112* 
(1.85) 

0.104 
(0.91) 

0.124 
(1.34) 

-0.128 
(-0.87) 

      
Q3 Dummy for whether the hope that a member of the 

family continues the firm upon the next generation is 
not realistic (i.e. Q2 – Q1 if Q2 = ‘YES’)  

-0.170* 
(-1.76) 

-0.092 
(-0.51) 

-0.063 
(-0.42) 

0.313 
(1.35) 

      
Q4 How big a problem is the qualifications of the 

successor? 
 

0.012 
(0.19) 

-0.358 *** 
(-2.82) 

0.082 
(0.83) 

0.302* 
(1.89) 

Q5 How big a problem is the interests of the successor? -0.011 
(-0.17) 

-0.204 
(-1.61) 

-0.082 
(-0.80) 

0.244 
(1.57) 

      

  



Table 15, Gender regression - New CEO is female  
New CEO is female is the dependent variable, defined as a dummy taking the value 1 if the new CEO is female . We use 
two different samples, Family transition to next generation , which includes all transitions to outsiders and only family 
transitions to the next generation, and Family transition to all generations, which includes all transitions to outsiders 
and all family transitions (see Section 2 for further details). Gender composition of industry workforce is defined as the 
share of female in the workforce within the industry. Female share of industry workforce > 75% is a dummy taking the 
value 1 if the share of female in the industry workforce is larger than 75 percent. Female share of industry is between 50 
and 75%  is a dummy taking the value 1 if the share of female in the industry workforce is between 50 and 75 percent. 
Female share of industry is between 25 and 50% is a dummy taking the value 1 if the share of female in the industry 
workforce is between 25 and 50 percent. Old CEO is male  is a dummy taking the value 1 if the retiring CEO was male. 
Old CEO in family is a dummy taking the value 1 if the departing CEO was a family member. Firm size is book value 
of assets measured in million Danish kroner (equivalent to 135,000 €). Firm age is measured as number of years since 
the firm was established. t-statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 New CEO is female in transition to 
next generation sample 

 New CEO is female in transition to 
all generations  sample 

Estimation method Probit  Probit  Probit  Probit  
     
Gender composition of 
industry workforce 

1.206*** 
(4.27) 

 0.709*** 
(4.20) 

 

Female share of 
industry workforce > 
75% 

 0.798** 
(2.51) 

 0.605*** 
(3.02) 

Female share of 
industry workforce is 
between 50 and 75% 

 0.519*** 
(4.01) 

 0.337*** 
(4.26) 

Female share of 
industry workforce is 
between 25 and 50% 

 0.173 
(1.50) 

 0.240*** 
(3.43) 

Old CEO is male  -1.539*** 
(14.1) 

-1.545*** 
(-14.1) 

-0.621*** 
(-10.3) 

-0.614*** 
(-10.0) 

Old CEO in family 0.004 
(0.04) 

0.006 
(0.05) 

-0.197*** 
(-2.90) 

-0.192*** 
(-2.84) 

     
Size -0.009*** 

(-2.64) 
-0.009*** 
(-2.62) 

-0.014*** 
(-5.06) 

-0.138*** 
(-5.14) 

Firm age 4E-04 
(1.18) 

4E-04 
(1.10) 

0.001*** 
(2.76) 

0.001*** 
(2.77) 

     
Constant -0.238 

(-1.29) 
-0.004 
(-0.02) 

-0.509*** 
(-4.83) 

-0.460*** 
(-4.72) 

     
Pseudo-R2 0.21 0.21 0.06 0.06 
N 1,454 1,454 3,146 3,146 
     



 Table 16, Demographic trends in Denmark, 1930-2000 
This table summarizes the demographic trends in Denmark from 1930 to 2000. 

 1930 1940 1950 1960 1970 1980 1990 2000 

         
Population (1,000) 3,542 3,832 4,271 4,581 4,929 5,123 5,14 0 5,337 
         
Fertility rate n.a. 2.22 2.58 2.54 1.95 1.55 1.68 1.77 
Number of births (1,000) 66.3 70.1 79.6 76.1 70.8 57. 3 63.4 67.1 
Births per 1,000 people  18.7 18.3 18.7 16.6 14.4 11.2 12.3 12.6 
Mother’s mean age at birth of 1st child n.a. n.a. n.a. 23.1 23.7 24.6 26.4 28.1 
Mother’s mean age at time of birth n.a. 28.2 

 
28.0 

 
26.8 26.2 26.9 28.3 29.7 

         
Number of marriages per year (1,000) n.a. 35.3 38.8 35.9 36.4 26.4 30.9 38.8 
Marriages per 1,000 people 8.2 9.2 9.1 7.8 7.4 5.2 2.9 2.7 
Women mean age at time of marriage 25.6 25.3 25.9 24.7 24.6 27.9 30.4 33.3 
Men’s mean age at time of marriage 29.3 29.1 29.7 28.3 27.3 30.8 33.3 36.0 
         
Number of divorces  (1,000) 2.3 3.5 6.9 6.7 9.5 13.6 15.2 14.4 
Divorces  per 1,000 people  0.6 0.9 1.6 1.5 1.9 2.7 2.9 2.7 
         
Source: Statistics  Denmark, www.dst.dk 
 
 



Tables to be mentioned in the text 
 
Table X1, D istribution of Family Firms  in 2002 
We define family firms as firms that are controlled by a single family who holds a majority of the voting rights and 
distinguish between two types of family firms; single family member and multiple family member firms . Single family 
member firms are controlled by a single person with no family relation to other owners of the firm. Multiple family  
member firms are characterized by having at least two family members that control the firm. Not family firm are firms 
without a controlling family and undecided  are firms with multiple owners that we could not classify due to tied 
ownership (i.e. two families owning 50 pct. of the votes each) or firms that did not report the distribution of votes. 

 Family firms Not family firms Undecided 

 Single family 
member 

Multiple family 
members 

  

N, firms  (total = 47.355) 30,147 6,529 2,632 8,047 
 
Panel A, Quintiles by book value of assets  
1 75.0 7.5 4.1 13.4 
2 72.4 9.8 3.6 14.2 
3 65.9 13.7 4.5 15.9 
4 59.3 16.6 5.6 18.5 
5 45.8 21.2 9.9 23.0 
     
All 63.7 13.8 5.5 17.0 
 
Panel B, Quintiles by firm age 
1 64.5 10.2 7.1 18.2 
2 64.1 11.6 5.8 18.4 
3 65.3 11.5 5.1 18.2 
4 65.9 14.6 4.1 15.4 
5 58.4 21.6 5.4 14.7 
     
All 63.7 13.8 5.5 17.0 
 
 
 



Table X2, The Family Behind the Family Firm by Type of Transition with Family Involvement 
This table shows some descriptive statistics on family firms with a single owner with a CEO transition between 1995 and 2002 for 
which we were able to identify the social security number of the single family member (see Table 3 and Section 2 for further 
details). We define family transition as transitions to the next generation  (children, step children and children in law), same 
generation (spouse and siblings) and to the previous generation (parents). Transitions to non family members are classified as 
transitions to an outsider . All family statistics relate to the family of the single family member. 

Transition to Family  Outsider 

 Next  
generation 

 Same  
generation 

Previous 
generation 

 

 Children Step 
children 

Children 
in law 

Spouse Sibling   

 
N 286 5 12 305 74 60 736 
Share of total family transitions (%) 38.5 0.7 1.6 41.1 10.0 8.1  
        
Retiring CEO in family (%) 96.5 60.0 91.7 97.0 90.5 96.7 85.4 
Age of retiring CEO 60.3 57.0 51.8 52.5 44.0 36.5 51.8 
        
Age of new CEO 34.4 33.4 42.3 52.0 33.8 57.3 46.5 

 
Sample  

• All single family firms with family involvement, N=1086. 
• All multiple family firms with two family owners (Child-parent, Husband-wife, Siblings), 

N=394. 
 
Stats 
Retiring CEO in family: 
 
      All family firms in 2002 

• Single and multiple owner family firms: 91.5% 
• Family involvement: 94.3% 

 
      CEO transition sample 1995-2002 

• Single owner family firms: 81.0% 
• Multiple owner family  firms: 92.0% 
• All family firms with CEO transition: 83.3% 
• Family involvement: 90% 

 
New CEO in family; 

• Single owner family firms: 25.2% 
• Multiple owner family firms: 86.0% 
• Single and multip le owner family firms : 33.8% 
• Family involvement: 53.4% 

 



Table X3, Piketty test 
XX - We construct a sample of firms that was founded 10 years after the last child was born. Family transition is the 
dependent variable, defined as a dummy taking the value 1 when the CEO position is transferred to all generations and 
to the next generation, respectively. Number of adult children is the number of children of the single family member 
that was aged 20 at the time of the transition. Divorced is a dummy taking the value 1 if the single family member was 
divorced at least 5 years before the time of transition. All adult children are females is a dummy taking the value 1 if all 
adult children are females. Firm size is book value of assets measured in million Danish kroner (equivalent to 135,000 
€). Firm age is measured as number of years since the firm was established. Profitability  is industry adjusted returns on 
assets, defined as operating profit over book value of assets minus the mean 2-digit SIC industry return on assets.  
Industry competition is the Herfindahl-Index, which sums the squares of each firm’s market share within the industry. t -
statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 Family transition to next generation   Family transition to all generations 

Estimation method Probit  Probit  Probit  Probit  
     
Number of adult 
children 

0.832*** 
(3.91) 

0.799*** 
(3.27) 

0.316*** 
(4.68) 

0.353*** 
(4.67) 

Number of adult 
children squared 

-0.105*** 
(-2.56) 

-0.108** 
(2.25) 

-0.019 
(-1.07) 

-0.032 
(-1.56) 

Divorced after the 
transition 

-0.148 
(-0.72) 

-0.211 
(-0.85) 

-0.431*** 
(-2.58) 

-0.482*** 
(-2.42) 

All adult children are 
females 

-0.610*** 
(-4.95) 

-0.652*** 
(-4.75) 

-0.142** 
(-1.99) 

-0.153* 
(-1.94) 

     
Old family CEO  1.092*** 

(6.62) 
0.992*** 
(5.49) 

1.067*** 
(9.62) 

1.020*** 
(8.36) 

     
Firm size  -0.004* 

(-1.72) 
 -0.006*** 

(-3.12) 
Firm age  0.001 

(0.57) 
 3E-04 

(0.80) 
Profitability  0.152 

(0.57) 
 0.168 

(0.97) 
Industry competition  0.555 

(1.14) 
 0.811 

(2.68) 
Gender composition of 
industry workforce 

 -0.005 
(-0.54) 

 -0.017* 
(-1.81) 

Constant -2.811*** 
(-9.11) 

-2.616*** 
(-7.65) 

-1.811*** 
(-14.2) 

-1.752*** 
(-12.28) 

     
Pseudo-R2 0.12 0.12 0.10 0.11 
N 1,186 977 2,276 1,890 

 



Table X4, Family Transition in Firms with Family Involvement – Controlling owner 
XX - We construct a sample of firms that was founded 10 years after the last child was born. Family transition is the 
dependent variable, defined as a dummy taking the value 1 when the CEO position is transferred to all generations and 
to the next generation, respectively. Number of adult children is the number of children of the single family member 
that was aged 20 at the time of the transition. Divorced is a dummy taking the value 1 if the single family member was 
divorced at least 5 years before the time of transition. All adult children are females is a dummy taking the value 1 if all 
adult children are females. Firm size is book value of assets measured in million Danish kroner (equivalent to 135,000 
€). Firm age is measured as number of years since the firm was established. Profitability  is industry adjusted returns on 
assets, defined as operating profit over book value of assets minus the mean 2-digit SIC industry return on assets.  
Industry competition is the Herfindahl-Index, which sums the squares of each firm’s market share within the industry. t -
statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 Family transition to next generation   Family transition to all generations 

Estimation method Probit  Probit  Probit  Probit  
     
Number of adult 
children 

1.121*** 
(5.73) 

1.063*** 
(4.80) 

0.356*** 
(5.61) 

0.408*** 
(5.36) 

Number of adult 
children squared 

-0.164*** 
(-4.60) 

-0.153*** 
(-3.71) 

-0.034** 
(-2.14) 

-0.042** 
(-2.07) 

Multiple marriages -0.698*** 
(-4.19) 

-0.657*** 
(-3.76) 

-0.546*** 
(-4.50) 

-0.595*** 
(-4.50) 

Majority of adult 
children are females  

-0.698*** 
(-4.19) 

-0.438*** 
(-4.11) 

-0.214** 
(-2.54) 

-0.175* 
(-1.79) 

     
Old family CEO 0.455*** 

(2.58) 
0.327* 
(1.69) 

0.888*** 
(7.36) 

0.776*** 
(5.74) 

     
Firm size  -0.001 

(-1.14) 
 -0.003** 

(-2.06) 
Firm age  0.002 

(0.66) 
 -0.010*** 

(-3.67) 
Profitability  0.200 

(0.90) 
 0.060 

(0.44) 
Industry competition  -0.455 

(-0.89) 
 1.550*** 

(4.03) 
Gender composition of 
industry workforce 

 -0.969*** 
(-3.17) 

 -0.169 
(-0.69) 

Constant -2.272*** 
(-7.74) 

-1.689*** 
(-4.97) 

-0.888*** 
(-7.36) 

-0.815*** 
(-4.98) 

     
Pseudo-R2 0.08 0.09 0.07 0.10 
N 1,099 901 1,606 1,330 

 
 
Survey stats: 

• 1,840 respondents that defines themselves as family firms 
• We identify 1,438 of the survey firms  as family firms with social security numbers in the 

KOB data, which includes both single and multiple owner family firms. For multiple owner 
family firms we use the total number of children.  

  
 



Table X5, Interaction Effects between Number of Adult Children and Divorce 
XX - We construct a sample of firms that was founded 10 years after the last child was born. Family transition is the 
dependent variable, defined as a dummy taking the value 1 when the CEO position is transferred to all generations and 
to the next generation, respectively. Number of adult children is the number of children of the single family member 
that was aged 20 at the time of the transition. Divorced is a dummy taking the value 1 if the single family member was 
divorced at least 5 years before the time of transition. All adult children are females is a dummy taking the value 1 if all 
adult children are females. Firm size is book value of assets measured in million Danish kroner (equivalent to 135,000 
€). Firm age is measured as number of years since the firm was established. Profitability  is industry adjusted returns on 
assets, defined as operating profit over book value of assets minus the me an 2-digit SIC industry return on assets.  
Industry competition is the Herfindahl-Index, which sums the squares of each firm’s market share within the industry. t -
statistics are reported in parenthesis. 
***, ** and * denote significance at the 1, 5 and 10 percent level, respectively.    

 Family transition to all generations   Family transition to next generation 

Estimation method Probit  Probit  Probit  Probit  
     
Number of adult 
children 

0.292*** 
(6.15) 

0.249*** 
(4.73) 

0.258*** 
(9.82) 

0.261*** 
(8.97) 

Divorced * Number of 
adult children 

-0.175*** 
(-3.85) 

-0.156*** 
(-3.21) 

-0.157*** 
(-4.21) 

-0.151*** 
(3.68) 

Never married   -0.434*** 
(-4.32) 

-0.426*** 
(-3.96) 

All adult children are 
females 

-0.577*** 
(-5.26) 

-0.594*** 
(-4.89) 

-0.128** 
(-2.09) 

-0.116* 
(-1.71) 

     
Old family CEO 0.948*** 

(6.81) 
0.862*** 
(5.73) 

0.979*** 
(10.8) 

0.939*** 
(9.49) 

     
Firm size  -0.005** 

(-2.09) 
 -0.006*** 

(-3.60) 
Firm age  0.001* 

(1.98) 
 2E-04 

(0.80) 
Profitability  0.207 

(0.86) 
 0.265* 

(1.83) 
Industry competition  0.619 

(1.42) 
 0.918*** 

(3.46) 
Gender composition of 
industry workforce 

 -0.006 
(-0.65) 

 -0.018* 
(-1.93) 

Constant -2.063*** 
(-11.8) 

-1.876*** 
(-9.68) 

-1.723*** 
(-16.9) 

-1.676*** 
(-14.6) 

     
Pseudo-R2 0.11 0.11 0.12 0.13 
N 1,453 1,192 3,169 2,617 

 
Table X6, Age of Children Conditional on Family Transition to Next Generation 
This table shows to whom the CEO position was transferred for firms that choose a family transition to the next 
generation as a function of the number of adult children. % Oldest child  is the percentage of firms that transferred the 
CEO position to the oldest child. 

 Family transition to whom? 

Number of adult children N % Oldest child 

2 145 59.3 
3 113 32.7 
4+ 20 28.6 
All 278 46.0 
  
 


