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FIEEAR B EZ K (Lounsbury & Glynn,
2001; Zott & Huy, 2007; 4B A1 5 K 1T,
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%, 2013) . DL C KNG, SBAED 4R
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FERAL S R AN, SO B AR HTHIE 25 1l
Gfw B RESRAR SR SO AL . AL R R
KA T A CEO ZEMEAR B A ) Pk
2B (Graf-Vlachy et al. , 2020), X$6ipRE
AT RLSEZ IR B0 0 AR CEO ERRAYIE B LA K%
FEARPER RN, (2 ARR AR T TS 2B T

Wi/, R AR T
SRR R ) — i, AR5 T 0 —
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TWEIEE TS () KT AR MKk
H—MREMT, ZIREHRE . KLU 55
WE, IR SBRAT. AT, ik
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etal., 2016) . HARFIGARE SO0, BEA
A i) TP A ol AR B AR 28 L e A )
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2. Al AN FARMAZ BIRE 2y

IR 1] it Aol T 1 T 57 TR A 40 1T )
S0 ZAEEG L B LEA R . — T
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FIRAMAER I T 0] . OREE 7 it T DA S B
Ue L U7 2% 7 1 B A % (Chang & Shim,
2015; Lude & Prugl, 2019), i & A % 5 19
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gomery & Wernerfelt, 1988), 2 i | s\ i {8
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UK RE SCIF 22 288 ) F) A e, R P A A B 7
MR AR B RHERRARIAF 85% . He T FikdikiE
Pl AR B, FATHRAE Deephouse (2000)
MM RER TEE (k) —FZHm
SR T, AR
(ff=fu)/(total)* if f>u
AR W) = 0 iff=u (1)
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Hr, foR—4 BRENX A CEO £ ik
TR IE 2 w o —A A RAE X A
CEO Fi A MiE L B i 5 total y—4>H AR
HENHRGE AR CEO Ry L. 2SRRI ES
TE-1 M+l Z ], +1 AARIE—DARENTA
HOEHARRRIE T Wy, -1 ARG vy, ATl
FIARR A7 20 AT 516 Ntk a
WIHAT T
3. EHEF
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ol A LR B AR IR B 3 AR EL 0.75 1,00
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AR 4 E L HfH brk2E
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1l 5 2 2 WLHEMEFS S (2019) 0. 11 0.19
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K m E/ AR S TR A T A SR I B 2.15 1.38
HUR 3 52 IRAL MU 156 1T A AL 0.33 0.23
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(2019) BYBFTE, 8 3k i o6 B ik s 50 8 6

ZARAT - X1 K- 1 i 6 T oA 0 v
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AR (14 S T B HE R

W=, VBRI . KK A A
W IRARR RSP 282, SR
SEARRE VN KR o BRI, &40
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FHERABRHE . OZF RS @#E 2/



e A T BA P R B s LA L5 5 7 i
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Media Coverage and Family Firm Value during

Intergenerational Succession
Yanlong Zhang  Yijie Min

( Guanghua School of Management, Peking University )

Abstract: Intergenerational successions in family firms are usually challengeable. One of the key reasons is that family firms
likely lose external supports after later—generation members taking over key managerial positions. In Singapore, Chinese Hong Kong
and Chinese Taiwan, the value of family firms can fall by about 60 percent in a 5—year period before and after intra—family succes-
sion ( Bennedsen et al. , 2015) .

How capital market evaluate family firm value during succession? Up to date, fragmentary evidence suggests that investors e-
valuate family firm succession mainly based on the successor’ s competence such as education level. However, to our surprise,
though a large number of studies indicate family dynamic can predict family firm behavior and outcomes during succession, it is still
unexplored whether investors would search for family dynamic information and integrate them into family firm valuation.

In this study, we respond to the above questions by focusing on media news related with key family members. As there is not
presupposed theme and format in media, investors can access to family dynamic through multiple forms of media reports—family
business news, commentary articles or even romantic gossips. Therefore, comparing with other sources, media report becomes as a
main information channel of family-related issues. Then, we build our theory based on two perspectives. First, media reports on
family issue reduce investors’ perception of information asymmetry, which in turn increase stock liquidity and market value. Se-
cond, media tone can be interpreted as the extent of social approval that certain family members may receive. Investors would thus
evaluate the quality of family succession by combining these observable social approval clues together and comparing it with proto-
typical family renewal mode defined by family logic.

We then examine the model using listed—firm sample in China A-share market during 2003 and 2017. We identify family
firms by the following criteria; (a) 20 percent or more beneficial (voting) ownership is held by a single person or multiple persons
from one family and (b) at least two persons from this family serves as board director and/or top manager in the firm. After that,
we manually check intergenerational CEO succession cases from the full family firm sample. Finally, we find 108 intergenerational
succession cases which generate 411 firm—year observations (i.e. , time window is limited to the first 6 years after succession for
each case) . Fixed effect model is used to analyze panel data, and the endogenous problems are dealt with under 2sls setting.

The findings are as follow: first, the greater volume of media familial coverage related with heir CEO, the higher the firm va-
lue; this main effect is strengthened by the volume of media familial coverage related with the founder. Second, the more positive
the tone of media familial coverage related with heir CEO, the higher the firm value; this main effect is the strongest when the tone
of media familial coverage related with the founder is neutral rather than positive or negative.

This study makes contributions in the following aspects. First, we advance the study of capital market responses to CEO suc-

cession. Our findings suggest that capital market regards the intergenerational CEO succession in family firms as a unique CEO suc-
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cession pattern. They thus attempt to embed this succession into the context of family for more precise understanding, and use the
legitimacy template corresponding with family logic for valuations. This can be seen in the following: When investors notice that
CEO succession happens in family context, they see family dynamics as an important aspect of market valuation and try to infer
family dynamics indirectly through the combination of multiple media signals. The above findings further reflect the theoretical par-
ticularity of the capital market’ s evaluation towards the intergenerational succession process in family firms.

Second, the study adds to the discussion about the side—effects of positive media tones. Like other types of social approving
assels, positive media tone has long been considered an undisputed organizational asset. The findings of this study challenge the a-
bove view to some extent: positive media coverage helps some organization members gain social support, enabling them to go a-
gainst the decisions of core leaders, and thus destabilizing the organization. For highly opaque organizations, it is difficult for cap-
ital markets to exactly know whether such concerns will occur, so they are more inclined to price them in as a risk. Thus, the posi-
tive media reports of the other members of the organization become a burden on the organizational—level. Specifically, to our re-
search, in the highly opaque intergenerational succession, the capital market concern more that the founder with positive media
coverage will use this social asset to hinder successor’ power in decision—making. As a result, they tend to favor founders who re-
ceive neutral rather than positive media coverage.

Key Words: family firm; intergenerational succession; media coverage
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