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Hello. My name is John Davis. I am a professor at MIT and also the Founder and Chairman of the Cambridge
Family Enterprise Group.

It’s very good to be with you today virtually. I wish that it were possible to do this in person, but COVID-19 being
what it is and the restrictions on international travel being what they are, I am happy to at least connect with you
in this form.

Let me start with a thank you to Takashi Yoneda for the connection to you all and the introduction to this
conference and also to professors Hasegawa and Nagasawa for inviting me formally to be part of this event.

Let me say that the study of family companies and the study of the luxury goods industry make for an interesting
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combination, since so many of the important and also contributing but not very well-known luxury goods
companies are family-owned and many of those are also family-managed. So, I am going to talk today about
research that I have done with two of my colleagues and I will be presenting information based on a very
comprehensive study that I and two of my colleagues did in the last several years looking at globalization and its
impact on family firms.

In particular, we were interested in knowing about the experience of these companies. The three themes that I will
be reviewing with you today are the fact that it’s very common today and really expected that any substantial
company today will be at least in some ways internationalized in response to the globalized commerce that we see
all around us. We are interested in our research, and I will be talking today about how family companies become
international versus a nonfamily business and how good governance and family support are influential in a family
business becoming international or more international.

The research questions that we explored from about 2014 to about 2018 were these. How and why do family
companies internationalize their businesses? How do families impact business internationalization and vice versa
and how does the international experience of family companies compare with the experiences that nonfamily
companies have?

In today’s talk we are going to review most of these interesting questions.

Now, how important is it to have good governance or family support for a family company to not only
internationalize, but be successful at internationalizing? We looked at that and we got some really interesting
results here.

First, we looked at whether family companies and nonfamily companies had professional characteristics, and we
measured that in just two ways. One, do you have an active board of directors? Most family companies said yes and
some said no, you can see this on the left. And do you have a strategic plan? Yes, and no. And how much did that
board of directors or the strategic plan influence the success of your internationalization? Well and success is
measured on the vertical axis. You can see that a board of directors, yes or no, did make a difference. So does the
strategic plan, but not by as much. And neither of these two characteristics had an overwhelming or strong
influence on success. Noticeable, not necessary though.

But what about family support for internationalization and the success? Which you could see is very clear, that the
greater the family support for becoming international or more international, the greater the success. So, and that’s
not hard to understand, the more the family supports it, the more the ownership group, essentially the same group,
or the controlling group support these efforts and are willing to put capital, time and talent against this effort to
become successful at being an international company.

And this also shows an interesting feature of family support. What it says is this. It's important for the family to
support the internationalization effort, but you don’t want the family’s influence on the business to be too strong.
So, in other words, the family really wants to do this, but what the family wants doesn’t have total influence over
the business. The highest level of success is when the family has some influence on company strategy. When the
family has some influence, it means that management and the board not totally dominated by the family are also
influential in internationalization. So, you get the understanding here in this slide, one of my favorite slides, in one
of my favorite observations in all of our research, is that it’s good to have a balance of family and family owner

influence, saying we really want to do this, but the board and management really having a strong influence about



how it will be done. So, we do things that will be not only beneficial to our business, but doable by the business.
Sequence the right way, fund it the right way, fund it in a smart way, not just totally devoted to getting it done, but
doing it in the right way. And this hypothesis of what is going on is supported in the following way that to the
extent that a family in business is well organized, reflected by having good family governance, a family constitution
or charter or protocol that has family rules, family decision making spelled out, a good family council and family
assembly where the family gets together, learns about the business, is committed to the business, can talk about
their issues and their goals, it matters.

So the portrait is this. Family support for this process, besides the motivations to grow and be more efficient and
also to have an international company that is out there in the world and modern and professional, but having the
support of the family behind the business and the internationalization of the business is very critical, but the family
takes a very professional approach to its business and makes sure that its objectives are combined with professional
attitudes with a good board, a good management and that those attitudes and priorities also get reflected in the
internationalization strategy. When that happens, internationalization is much more successful.

I will wrap up with just a couple of quick observations. Being an international business today is more important
than ever. Why? Part of the work that I have been doing over the past five years is looking at how the world is
changing, what are the forces in the world that are not only facilitating but forcing change upon us? The four that
I have identified and that I study in my own research are obviously technological advances and occasional digital
disruption. The environmental degradation that’s going on, which is, in my view, the big, big disruptor affecting
the world that will affect all of us eventually and it’s affecting the world pretty radically even today along with
ecological disruption, and COVID-19 is only an example of what happens when the ecology of nature is disrupted,
intruded upon too much by human existence, allowing diseases to jump from animal to human and then to become
a pandemic. These will happen more frequently because the world continues to intrude on natural habitat.
Sociopolitical economic forces, of course, are changing. The world is simultaneously getting younger, but with a
larger and larger group of older people. Demographically we are changing, sociologically we are changing in many
ways. Countries outside of Japan, maybe even to some extent Japan, societies are becoming much more diverse,
there is much more gender equality, much more transparency, much more social diversity in most societies around
the world, and consumer trends are changing, consumers in most industries are getting much stronger. All of these
changes, all of these forces of change are made more possible, more accelerated because we are more integrated as a
planet. Globalization has had an accelerating impact on each of these other three forces, which are impacting
society, families and businesses.

So, globalization needs to be not only better understood, but companies need to be international to really
understand the power of globalization in the world. If you stay within your domestic markets, changes will
eventually get to you and you will understand internationalization because you will see more international players
in your home markets. But it’s only by getting into the world and understanding how commerce is done outside
your domestic territory do you really start to appreciate how the world is being shaped because it’s being
globalized, how societies are being shaped, not just your own but in general, how consumer behavior is being
shaped because of globalization, how sourcing and manufacturing are being shaped because of globalization.
Staying inside your territory is possible for smaller companies, but for mid and larger companies just operating

inside your territory is a formula to be less informed, an added disadvantage, in my view.
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In addition to the world being reshaped by these four forces, what we know is that what we see around us is a
world that has been called a VUCA World, V-U-C-A, standing for volatile, uncertain, complex, ambiguous. That
not only has the world become more complex, but we are less able to see ahead, the world has become more foggy.
You can’t see changes, you can’t see opportunities or challenges coming your way from a great distance. You can
only see them now when they are close to you. We still need to anticipate change, we still need to anticipate how
the world is going to look in three years, in five years. You have to use your judgement and your understanding of
the world to be able to predict, and, from my point of view, unless you are in the world, unless you are participating
in this increasingly globalized world, you don’t know enough to understand how the world is going to look in a
few years.

So, you must step outside your national borders, at least to learn. But I believe you learn best by doing. You learn
best by experimenting, you learn best by trying things, establishing relationships, trying new ideas outside your
own borders. That’s going to be the greatest teacher for how the world will look and what your company needs to
do to be successful in the future.

So why is being international so important today? Well, most of us are going to need it for growth, returns,
efficiency, profitability. But also to reduce risk. Reduce risk by being in more than one region, because these regions
will be up and down and you can balance your risk a bit better by being not so dependent on any one region for
sales or for sourcing. But also for learning. Without engaging with the world your learning will be less, and that is
a huge risk for any company anywhere in the world.

And finally, families are becoming more globalized too. Families are traveling more. Families are more international
in their consumption. Families are more international in their interests. Business families are more international in
terms of education. Business families are much more international in terms of investing. So, to keep a family
interested, to keep a younger generation interested in your business, to get them to be committed to supporting
your business, most family companies today are understanding that they need to become more international in
their approaches. Because the interests of this next generation are, by and large, not to stay put in our domestic
market but to stretch and to go international where not only can we grow and adopt better technology, but also it’s
more interesting. And if you want to keep our interests, help us to continue to learn by expanding where we do
business.

So, I hope that that tour of our research has been useful for your purposes in this very interesting conference that
you are engaged in. Again I am very sorry that I couldn’t be with you in person, but really delighted to have this
opportunity to share the research that professors Martinez, Villalonga and myself have conducted and we thank
you very much for the opportunity to present this research and wish you a very productive conversation in your

conference. Thank you.
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