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Summary 

The aim of this thesis is to assess how multiple large shareholders (blockholders) affects the 

performance of companies. Basically the prediction is that dependent on different factors 

multiple blockholders might either work as a governance mechanism and cross monitor each 

other and other large shareholders or form coalitions with agendas which are not in line with 

maximization of shareholder value. 

With existing theory and previous research as the foundation I formulate a number of 

hypotheses regarding blockholder ownership and how performance of companies is affected. I 

use linear regression to test these hypotheses empirically on a sample of 5,829 companies 

from 17 countries with Tobin‟s Q and Return on Assets as proxies for performance.  

In my sample, the presence of multiple blockholders does not affect performance of 

companies significantly. However, dividing the sample in two sub samples with companies 

listed in countries with high levels of investor protection and low levels of investor protection, 

respectively, gives statistically significant results. In line with my hypothesis I find that in 

countries with low levels of investor protection multiple blockholders have positive effect on 

performance, whereas the effect on performance is negative is countries with high levels of 

investor protection. 

I also find the effect from multiple blockholders to be dependent on the identity of the largest 

blockholders when running regressions on the two sub samples divided on the basis of 

investor protection. As an example, the presence of a family among the largest blockholders 

turns out to have significantly positive effect on performance in countries with low investor 

protection and significantly negative effect in countries with high investor protection. 

I also find the number of blockholders, their total ownership share and concentration of the 

votes in the hands of blockholders to affect performance significantly, although these findings 

do not show a uniform picture. 

My findings furthermore show that in some cases a variable has positive effect on one of my 

performance measures and negative effect on the other. This suggests that in some cases a 

given variable has, for example, a positive effect on the operational performance of 

companies (ROA) whereas the market incorporates a risk premium in its valuation in the 

same case.  
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1 Introduction 

1.1 Background 

Usually we think of the performance of companies as being determined by the characteristics 

of the company, its products, the market it operates within, top management etc. In this thesis 

the focus is different and I will concentrate on how the presence of multiple blockholders 

(shareholders holding large blocks of shares) can have an effect on performance.  

Corporate scandals popping up every now and then and scandals under the financial crisis 

have increased focus on corporate governance and how small investors can be protected 

against opportunistic and expropriating behavior lived out by managers and large investors. 

This thesis concentrates on one of the mechanism which is regarded as a possible tool to 

improve the governance of companies, namely blockholder ownership. 

1.2 Problem identification 

The aim of this thesis is to examine what influence multiple blockholder ownership has on 

company performance. 

To cover this area I will answer the following main question: 

How does multiple blockholder ownership affect performance of listed 

companies? 

In order to address this question I will make an empirical study of a sample consisting of 

listed companies incorporated in 16 European countries and USA. I will use linear regression 

analyses to test seven hypotheses. 

To get into depth with the main question, the following questions will be adressed: 

- How does the presence of one blockholder affect company performance? 

- How does the presence of multiple blockholders affect company performance? 

- How does the presence of multiple blockholders in a company with a majority 

shareholder affects company performance? 

- Does the level of investor protection have any effect on performance? 

- Does ownership concentration among blockholders affect company performance? 

- How does the identity of multiple blockholders affect company performance? 
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As proxies for company performance I will use Tobin‟s Q and Return on Assets (ROA). I will 

explain these measures in more detail in section 3.2 (Performance measures). 

A fair amount of research have already been put into the area of blockholder ownership, but 

multiple blockholders‟ influence on performance still have a lot to offer. The empirical 

research done on blockholder ownership is often concentrated on the largest companies in a 

specific region. By concentrating on only the largest companies important data is neglected. 

The largest companies will often, due to their liquidity, be better covered by analysts and 

financial media than small companies. Additionally, large companies will often be concerned 

about reputation, they will be subject to public scrutiny and foreign shareholdings and listings 

on international stock exchanges may work as governance mechanisms as well (La Porta et 

al., 2002). Moreover, several analyses are based on data from Faccio and Lang (2002) which 

only include owners with an ownership stake of 10 pct. or more, and therefore they can only 

examine the effect of blockholders holding more than 10 pct. 

My analysis will not be limited to include only the largest listed companies. Moreover all 

owners holding 5 pct. or more of the voting rights are included in data and my definition of a 

blockholder is a shareholder holding 5 pct. or more up till 50 pct. This will give a more 

nuanced picture as data have a broader coverage and is more detailed than most research 

already existing in this field. 

1.3 Delimitations 

As mentioned above I am concentrating my geographical focus on 16 European countries and 

USA. There are different reasons for this delimitation. First, since these regions are best 

covered by the literature, I have the best basis for hypothesize about the relationships in these 

countries. Second, the countries covered share many characteristics. They are all considered 

developed countries with well functioning capital markets. I could also have included Asian 

countries where investor protection is considered lower, but these are not covered very well in 

the literature and are in many important ways different from Western countries. Examples of 

this, is political systems, transparency and focus on stakeholder value instead of shareholder 

value. 

Most corporate governance research focus on the shareholders and neglect creditors even 

though this relationship is also important. An inclusion of creditors and bondholders would 

make this thesis disproportionately more complicated both with regard to data collection and 
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because shareholders and creditors do not necessarily share the same interests. I will focus on 

the interests of shareholders and not include creditors in my analysis. 

The aim of this thesis is not to make advanced statistical models but to use statistics as a tool 

to examine my data. It is also outside the scope of this thesis to make model control of my 

regression models. I will assume that the assumptions about normal distribution, linearity and 

constant variance are fulfilled (explained in more detail in section 3.3.1 – Regression 

analysis). To get in depth with data a lot of regressions are needed and control of every 

regression would course a disproportionately large workload. 

In some instances I make references to articles through other articles I have read. I do this 

when I consider it not to have a central role in the thesis and I only make use of a single point 

in an article. I do this to limit the workload since I will not have to read through a whole 

article to use central findings. It is made clear when I make references through other articles. 

1.4 Structure of thesis 

This thesis will be structured as outlined in figure 1.1. 

Figure 1.1 – Structure of thesis 

 

After the introduction I will take the reader through the theoretical framework of corporate 

governance and blockholder ownership. After having discussed basic agency theory, which is 

the foundation for this thesis, I will shortly look at different governance mechanisms. 

Subsequent I will point my focus towards more specific theory and research within 

blockholder ownership. When going through the latter in section 2.2.3 to 2.2.6 I will present a 

number of hypotheses on the basis of theory and previous findings on blockholder ownership 

and performance. When having stated my hypotheses I will explain the methodology used to 

examine these and present my research design. The framework and the methodology will 
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together be the foundation for my analysis, in which I will test my hypotheses. Last I will 

conclude. 
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2 Framework 

In the following I will present the theories that are the foundation of concentrated ownership 

as a corporate governance mechanism and present a broad selection of the findings 

researchers previously have made within the area. On the basis of the theories and previous 

findings I will state seven hypotheses which I will test in my analysis. I will start out giving 

an introduction to the connection of corporate governance and ownership. 

2.1 Introduction to corporate governance and ownership 

There are probably as many opinions about what the term „corporate governance‟ covers as 

there are people occupied within the area. In my opinion Schleifer and Vishny (1997) get to 

the bone in their definition of corporate governance: 

“Corporate governance deals with the ways in which suppliers of finance to corporations 

assure themselves of getting a return on their investment” (Schleifer & Vishny, 1997, p. 737) 

Hence, corporate governance deals with all issues and solutions related to the conflict of 

interests that arises as a consequence of the separation of ownership and management, 

generally referred to as the separation of ownership and control (Thomsen, 2008). For this 

conflict of interests to arise when separating financiers from the management of a company it 

is assumed that people are opportunistic and value maximizing, which means that one will 

always maximize his own utility even though it will be costly to other individuals. These are 

common behavioral assumptions used in most economic theory. 

To align the interests of top management with the interests of the owners of a company, 

incentive contracts are commonly used. However, there is doubt that incentive contracts work 

efficiently and bonuses does not always give the right incentives (Jensen & Murphy, 1990), 

and research has shown that it is problematic to argue that incentive contracts solve agency 

problems (Schleifer & Vishny, 1997). This doubt about the effectiveness of incentive 

contracts has increased the last couple of years, where misaligned incentive contracts has been 

blamed to bear part of the responsibility for the financial and economic crisis the world have 

been facing and in which shareholders have seen considerable amounts of wealth being 

destroyed. 

Incentive contracts are awarded to management by the board on behalf of shareholders. Since 

neither shareholders nor the board have complete information about the management‟s 
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behavior and the company‟s investment opportunities, they cannot design an incentive 

contract that is fully aligned with their own interests (Jensen & Murphy, 1990). 

 Close monitoring of management is a way to learn more about managerial behavior and the 

operation of the company. In this case another incentive problem arises. Small minority 

shareholders will often have too small a stake in the company to have the incentive to pay the 

relatively high cost involved in monitoring the management. The monitoring and potential 

improvement of shareholder value is a public good which all shareholders benefit from if one 

shareholder pays the costs of performing it. This free rider problem results in managers 

potentially expropriating companies with dispersed ownership, since they are not monitored 

by shareholders.  

Thus, the separation of ownership and management gives rise to the immediate problem of 

managers maximizing their own utility on the expense of shareholders, who employed the 

manager to maximize the value of the company (Berle and Means (1932) in Maury and 

Pajuste (2005)). This opportunistic behavior can be either deliberate or inadvertent or a 

combination of the two and can span from being lazy and not working hard over empire 

building to stealing and draining company resources. Schleifer and Vishny (1997) mention 

the following types of cases that are common:  

- Corporate jets and other perquisites. 

- Tunnel
1
 funds through pyramids. 

- Use transfer pricing to benefit companies owned personally by managers. 

- Empire building and invest in projects that benefit managers rather than investors. 

- Stay in the position for too long. 

These examples are listed in prioritized order after how costly Schleifer and Vishny (1997) 

estimate them to be for shareholders, with the least costly first. Tunneling will most likely be 

a criminal offense in most countries, but the other problems are all in a grey area and it is not 

necessarily clear whether they harm shareholders or benefit them. 

In the following I will generally use the term expropriation as a general expression for 

behavior that harms shareholders in general or minority shareholders in the case of 

blockholders exercising this behavior. An other term used is entrenchment. 

                                                 
1
 Tunneling is diversion of profits into other companies to benefit the owners of the latter. 
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But what if ownership is not dispersed and one large shareholder have the incentives to 

conduct the monitoring of management? Research has shown that the presence of a large 

shareholder or blockholder can benefit minority shareholders (Jensen and Meckling, 1976; 

Schleifer & Vishny, 1986) by undertaking the monitoring role of management. In some cases 

large shareholders also invest on the behalf of small investors, e.g. pension and mutual funds, 

and thereby have a double effect since they might also benefit residual shareholders in 

addition to watch over their own investors interests. 

With one large blockholder or a small group of blockholders monitoring and influencing 

management trigger an equally important agency problem in the conflict between 

management and owners (Maury & Pajuste, 2005). There is a risk that one or a group of 

blockholders might exploit this position and expropriate and enjoy private benefits at the 

expense of minority shareholders (Fama & Jensen, 1983; La Porta et al., 2002). Additionally, 

a position close to management and the board of the company might make it possible for a 

blockholder to influence the strategic direction of the company in ways that are not favorable 

to minority shareholders. This conflict between blockholders and minority investors is 

considered being at least as relevant as the owner-manager conflict (Schleifer & Vishny, 

1997; La Porta et al., 1999; Maury & Pajuste, 2005)  

With a considerable ownership stake of the company an investor will naturally be more risk 

averse than minority shareholders. If an investor at the same time is able to influence 

investment decisions and the strategy of the company due to his ownership stake, it might be 

costly to minority investors with diversified portfolios who are interested in a more risky 

profile of the company. Additionally, I will argue that a blockholder can be both risk averse 

and expropriate the company at the same time. However, expropriation and not the risk averse 

behavior is considered to be the main issue in this context (Schleifer & Vishny, 1997).  

If the reasoning is that one blockholder can benefit all shareholders by monitoring 

management, then, following this reasoning, Maury and Pajuste (2005) argue that multiple 

blockholders can reduce the expropriation by a large blockholder or a controlling owner and 

thereby increase the value of the company. 

What I will investigate in this thesis is whether multiple blockholders can actually live up to 

this alleged ability and be regarded as a governance mechanism that can improve return to the 

“suppliers of finance” and if specific compositions of blockholders harm or benefit this 

return. 
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2.2 Theoretical discussion and presentation of previous research 

This part will go into further details with the specific theoretical issues relevant to multiple 

blockholder ownership and corporate governance. First I will explain agency problems in 

different settings related to blockholder ownership. Afterwards I will make a brief discussion 

of governance mechanisms which help limiting agency problems, which leads me to a review 

of theory and previous findings which I will use to state my hypothesis. 

2.2.1 Agency problems 

Agency problems are well known to all people, even though they are not always attentive to 

these problems in their day-to-day life. Agency problems are the reason for the term corporate 

governance to exist. In the following I will give a brief outline of the theoretical background 

for the agency theory and then describe the agency problems related to the separation of 

management and ownership, and multiple blockholder ownership. 

2.2.1.1 The owner-manager problem 

For an agency problem to arise between a principal and an agent there need to be a conflict of 

interest, asymmetric information and a surplus available (Hendrikse, 2003). In the framework 

of the simple manager-owner agency problem the conflict of interest is the desire of the two 

parties to optimize their respective utility functions. The situation of asymmetric information 

arises since the manager, who is employed to run the company, will be better informed about 

both his own abilities and effort, the operation of the company, investment opportunities etc. 

than the shareholders and the board of directors. A simple basis for the relation to be 

established is that there is a surplus available to the agent. If the agent, i.e. the manager, is not 

better off by accepting the contract offered by the employer he will not accept it, and the 

relationship ends before it even gets started. 

The lack of information between the agent and the principal, results in two problems. The first 

problem arises before the principal and the agent enters a contractual agreement and is 

denoted the adverse selection problem. In the contract between the principal and the agent, the 

agent‟s compensation will be agreed on. The problem is that the principal is not able to 

evaluate the agent‟s abilities, and the agent might very well know his own abilities. Therefore, 

only an agent who knows that he is worth less than the compensation offered by the principal 

will enter the contract. Agents who know they are worth more will seek better compensation 

elsewhere (Thomsen, 2008). Following this reasoning, the agent will in theory always be 

under qualified for the task. 
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The next problem related to information asymmetry is the moral hazard problem. This 

problem occurs after the principal and the agent have entered the contract. Now the agent is 

supposed to carry out the task that is agreed in the contract, but the principal does not know 

what actions the agent take or the effort he puts into the task. The only observable thing is the 

output, but this output could be a result of exogenous factors and have nothing with the 

agent‟s effort to do. This is partly why it is so difficult to design effective incentive contracts. 

The classic principal-agent problem related to the ownership of the company is the simple 

owner-manager problem. As mentioned above, it deals with the problems of the different 

interests of managers and owners. Each party have their own utility functions to maximize 

and these utility functions will most likely be different from each other, resulting in the 

manager not necessarily working on maximizing shareholder value, which is typically what 

shareholders are concerned about. It is important to note that the manager is not necessarily 

acting in bad faith and his behavior is often not a criminal offence. 

Morck (2008) distinguish between type I and type II agency problems. He defines the two as 

follows: 

- A type I agency problem occurs if an individual acts for herself when social welfare 

would be higher if she acted as an agent. 

- A type II agency problem occurs if an individual acts as an agent when social welfare 

would be higher if she acted for herself. 

A type I agency problem is thus the classic problem between managers and shareholders. A 

type II agency problem arises because lower level managers and the board of directors do not 

ask question and blow whistles. Morck (2008) argue that strong CEO‟s to some extent control 

the boards and directors seem paralyzed by strong CEO‟s, even though part of the purpose of 

the board is to monitor and control the management. One of the most famous investors in 

history has said the following about boards: 

It is almost impossible, for example, in a boardroom populated by well-mannered people, to 

raise the question of whether the CEO should be replaced. It is equally awkward to question a 

proposed acquisition that has been endorsed by the CEO, particularly when his inside staff 

and outside advisors are present and unanimously support his decision. (They would not be in 

the room if they didn’t.) Finally, when the compensation committee – armed, as always, with 

support from high paid consultant-reports on a mega grant of options to the CEO, it would be 
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like belching at the dinner table for a director to suggest that the committee consider…” 

(Quotation of Warren Buffet in Thomsen, 2008, p. 51) 

This quotation suggests that the real power of boards is very little and it is not common 

practice that directors question the abilities and capacities of top management or ask critical 

questions. 

Morck (2008) also argues that lower level managers and employees are reluctant to blow 

whistles if they are suspicious that something inappropriate is going on. And that is even 

though they might lose their job when a potential scam leads to a crash. This reluctancy can 

be explained by strong leaders. 

Recently, there has been a case where a Danish IT company (IT Factory) collapsed after it 

was being revealed that a large share of the revenue came from false leasing contracts worked 

out by the CEO. With significantly fewer real customers than one would expect from the 

revenue, it is hard to believe that no one in the entire organization got suspicious that 

something was wrong. In this case the CEO was appointed prizes for his ability to create 

growth and that might have infatuated employees and directors. This is a very good example 

of both types of agency problems, but in particular a type II agency problem. In this thesis I 

will focus on type I agency problems. 

2.2.1.2 The blockholder-minority shareholder problem 

Dealing with the agency problems described above can either be done by creating an 

incentive contract that aligns the interest of the manager with the interest of shareholders, i.e. 

in principle make the manager‟s utility function dependent of shareholder value; or increase 

monitoring of the agent. 

Both solutions are associated with considerable costs, and, as mentioned previously, the 

effectiveness of incentive contracts has been doubted. To bear the costs of monitoring and 

controlling management, a shareholder needs to hold a large share of the firm‟s capital. But in 

this situation a new agency problem arise. Now the blockholder acts as an agent on behalf of 

the residual shareholders, and the need for monitoring again arise. With the blockholder 

potentially expropriating the company‟s assets, enjoying private benefits and influencing the 

strategic direction of the company from own preferences, it is in the remaining shareholders 

interest to monitor and control how a blockholder exploits his power. 
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Again we got the three characteristics of a principal agent problem present. There is a conflict 

of interest, since the objective of the ownership by a blockholder may not coincide with the 

objective of small shareholders, since blockholders are only interested in optimizing their own 

utility. Large blockholder might be able to tunnel resources to other companies and enjoy 

private benefits on the expense of minority shareholders. In addition to direct diverting 

actions a blockholder can take, there is less obvious ways minority shareholders can be 

harmed. As an example, a family holding a big share of a company may want managerial and 

board representation, which is often the case (Maury & Pajuste, 2005), even though no family 

members are qualified for the job
2
. The strategic direction and the decisions made in a 

company with a large blockholder in the circle of owners will most likely be influenced by 

this blockholder. The combination of influencing the risk profile of a company and having a 

large ownership share is not beneficial to minority shareholders, if we assume that the latter 

hold a diversified portfolio. Holding a well diversified portfolio you do not want any of the 

companies to be risk averse, since they only make up a small share of your total portfolio. 

However, an investor holding a large share of the company‟s capital will, other things being 

equal, result in higher risk averseness. These are all examples of conflict of interests. 

The next ingredient in the agency problem was asymmetric information. In the case of one 

blockholder acting as an agent on behalf of minority shareholders, and involving himself in 

the daily operation of the company in order to influence decisions and enjoy private benefits, 

this investor will obviously be better informed than minority shareholders who will have no 

incentive to monitor the blockholder. 

A possible surplus is available in the sense of the private benefits etc. a blockholder 

potentially gets in return for the effort he puts into the monitoring of the company. Also, there 

is a surplus available in form of a potentially more efficient management, if the blockholder, 

mind you, is interested in improving management and is successful in this job. 

2.2.1.3 The blockholder-blockholder problem 

With this new agency problem evolved, again there is a demand for monitoring - this time of 

the blockholder. But who should monitor the blockholder? The only party who has the 

incentives to undertake this task should be other blockholders, since they are the biggest 

losers if the largest blockholder expropriates the company and enjoys private benefits. With 

the presence of multiple blockholders a number of other agency problems are now relevant. 

                                                 
2
 I get back to family ownership in section 2.2.6.1 (Families). 
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In addition to controlling management and a majority shareholder or a large blockholder, 

multiple blockholders will compete for control and form coalitions (Maury & Pajuste, 2005). 

When forming coalitions they stay stronger when they are monitoring and controlling a large 

blockholder and the internalization by grouping the consequences of their actions a coalition 

may also benefit minority shareholders (Bennedsen & Wolfenson, 2000), since the coalition 

as a whole holds a bigger share of the profit rights than the single coalitions partners does. 

The strongest (winning) coalition will, like in the previous case, be the controlling part and 

act as one agent on behalf of other blockholders and minority shareholders. The problem is 

that a coalition of blockholders will very likely have the same opportunities to expropriate and 

influence the company as the management and a single blockholder previously had. 

In this case characteristics of the agency problem are similar to the case with only one 

blockholder acting as an agent. The problem of conflict of interest is the same, since the 

different coalitions utility functions are very likely to differ from each other and the winning 

coalition is only interested in maximizing the utility of the coalition partners. This could be by 

expropriation and enjoying private benefits, but also controlling decisions taken by 

management. There will also be information asymmetry between the winning coalition and 

the residual blockholders and shareholders and a surplus will be available at the same reason 

as dealt with earlier. 

I will argue that inside a coalition of blockholders, there is also a potential agency conflict. 

Two, or more, parties cannot participate in the monitoring and control of large blockholders 

and management on exactly the same level. Following this reasoning there will always be one 

of the parties in a coalition who will be better informed and closer to e.g. management or 

large blockholders. In this case, the largest or strongest blockholder in the coalition will be 

able to act as an agent on behalf of the remaining coalition members (the principal). That 

leaves the strongest member of the coalition with a large amount of aggregated power in a 

position of asymmetric information. There is also a conflict of interest, like in the previous 

examples of agency problems, since all parties are interested in maximizing their respective 

utility functions. And if the strongest coalition member is able to conduct any kind of 

expropriation there is a surplus available. 

The identity of the blockholders is closely related to the agency problems arising as a part of 

the coalition formation. In section 2.2.6 (Identities, agendas and coalitions) I will look more 

into this. 
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As I have gone through there is a number of agency problems related to concentrated 

ownership and blockholder ownership. What in the first place seems to be a solution to the 

free rider problem in the case of dispersed ownership evolves to a number of new problems, 

which is the basis for this thesis. 

2.2.1.4 A broader perspective than agency theory 

The pure agency model is probably too narrow to fully analyze the issues related to the 

separation of ownership and control. The assumptions behind the model may be too strict to 

explain human behavior satisfactory, and we will have to draw on different theories to explain 

this better. Reputation and prestige are important factors to take into consideration when 

discussing the risk of expropriation by the management and large shareholders just as 

psychology is important to understand the behavior of agents and principals (Thomsen, 2008). 

Taking a microeconomic approach to the agency problems, reputation seems to be a factor 

that cannot be neglected. Both from the viewpoint of managers, companies, and certain 

shareholders, reputation is important when applying the framework of repeated games from 

simple game theory on the agency problems. The assumption that managers will be concerned 

about their reputation in the managerial job market seems plausible in most cases. If a 

manager is fired because of either fraud or bad results few shareholders will have this person 

to manage the funds they have financed the company with. Holmström (1999) assess the 

question whether the managerial labor market works as an incentive for managers in a one-

period model and argue that the labor market together with contracts will limit moral hazard 

but does not provide any answers to the question about how a multi-period model will turn 

out. It seem plausible to assume that reputation is even more important in a model with 

repeated games. 

From a company viewpoint (and partly also from a manager viewpoint) the reputation of the 

company in capital markets is important. If a company needs to raise capital in the future it is 

important to have a reputation of paying shareholders back (Schleifer & Vishny, 1997). 

Gomes (1996 in Schleifer & Vishny, 1997) finds a connection between dividend payments 

and the ability to raise capital, which supports the argument that if the company have a good 

reputation in the sense of consistently paying dividends it is easier to raise capital. 

As mentioned, certain blockholders will also have their reputation to worry about. Large 

listed companies, pension funds and mutual funds managed by big financial institutions are 

examples of blockholders who have a reputation to be concerned about. Furthermore, mutual 
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funds and pension funds are, in most countries, subject to strict regulation and monitoring by 

governmental authorities. 

Psychology is also an important factor when trying to understand the behavior of agents and 

principals. Weak boards and strong managers make a bad combination when the board‟s job 

is to monitor the manager, and it is not uncommon that the manager actually controls the 

board (Fama & Jensen, 1983; Schleifer & Vishny, 1997). Even though boards have the formal 

power, social network studies have shown that directors use informal meetings to influence 

managers (Perace & Zahra, 1991), which might open a door for a strong managers to use the 

situation to actually influence the board. 

Agency problems are obviously associated with huge costs. But how much do these agency 

costs harm shareholders wealth? Schleifer and Vishny (1997) use the extreme example of 

Russian oil companies, where it has been the rule rather than the exception that either large 

shareholders or management expropriates assets, to illustrate how far it can go. The 

argumentation goes that the valuation of Russian oil companies were valued at only 5 cent per 

proven barrel of oil reserves whereas western oil companies were valued at 4-5 dollar per 

barrel. Even though other factors than expropriation by management and large shareholders, 

such as government expropriation and poor management, can be factors that influence the 

value, 99 pct. of the value of a company is the upper bound for the agency costs in this 

extreme example (Schleifer & Vishny, 1997). 

2.2.2 Governance mechanisms 

The previous part explained why the term corporate governance exists and some of the 

solutions to limit agency costs. These are only a few of a large set of mechanisms that is 

viewed to contribute to the limitation of agency costs. In this part I will shortly go through a 

number of other mechanisms relevant to this thesis. 

One of the most obvious governance mechanisms, in countries with a certain level of 

development, is legal protection. Investors are protected against managers and other parties 

stealing the funds they have supplied to finance the company or the return they are entitled to 

receive as owners of the company. For a number of reasons legal protections do not supply 

the full solution to the agency problems described in the previous part. First, many of the 

agency problems are not criminal offences, as mentioned earlier, but just a result of the 

different parties differing utility functions. Furthermore, it is not in the interest of 

shareholders to have legal systems that make it possible for shareholders to sue managers in 
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all possible situations. This will reduce the risk averseness of managers, which is not in the 

interest of shareholders
3
, and make the daily operation of the company difficult, since every 

decision will be considered too careful (Thomsen, 2008, p. 46). 

Of course there are big differences between different countries and the legal protection 

offered to investors. When supplying finance to a company investors get control rights in 

return, which they can use to exert their power as owners. If these control rights should be 

worth anything, it requires some level of legal protection of the rights (Schleifer & Vishny, 

1997), which means that alternative governance mechanisms will be more necessary in 

countries with weak legal systems. 

Large owners are generally viewed as a substitute for legal protection. If the legal system is 

not able to protect the rights of investors the reasoning is that large investors will have the 

incentive and power to preserve some level of protection of investors control rights. The legal 

protection of investors varies from country to country, as mentioned earlier. Investor 

protection has been found generally to be weaker in the civil law
4
 system than in the common 

law
5
 system (La Porta et. al, 1998), which means that investors in Anglo-American countries 

(e.g., US and UK) in general are better protected by the law than investors in Europe in 

general. Of course there are also differences in the level of investor protection within the 

different “law systems”. The civil law system, where investor protection is lowest, can be 

divided into French civil law countries and German civil law countries, and the Scandinavian 

law system falls somewhere in between civil and common law, leaning towards civil law (La 

Porta et al., 1998). 

La Porte et al. (1998) find that investor protection in French civil law countries is the poorest 

and the protection of investors in Scandinavian and German law countries comes in between 

French civil law and common law. These results may explain why ownership structure differs 

from country to country. The fact that investors generally are better protected in, e.g., US and 

UK than in Europe might explain why US and UK stock markets are dominated by dispersed 

ownership whereas many European countries have developed a relatively concentrated 

ownership structure. Especially French civil law systems tend to be weak in their protection 

of investors and the German and Scandinavian systems are found to provide better protection 

to investors than the French but weaker than the common law system. These results may 

                                                 
3
 Assuming shareholders are well diversified. 

4
 The most common system in Europe, South East Asia, South America and Africa. 

5
 Used in US, UK, Australia, India (Commonwealth in general) 
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explain why many companies in Italy are privately owned, as Italy falls under French law 

(Pagano, Panetto, and Zingales, 1998 in La Porta et al., 1998). The supply of finance is simply 

limited because of the risk. These results may also explain why stocks with high voting rights 

relative to stocks with low voting rights are priced significantly higher in Italy and Israel than 

in US and Sweden (Levy, 1983; Rydquist, 1987; Zingales 1994, 1995 in La Porta et al., 

1998). Bottom line is that La Porta et al. (1998) find that countries develop alternative 

governance mechanisms, especially concentration of ownership, as a reaction to poor investor 

protection. It is also found that valuation in countries with good investor protection is higher 

than in countries with poor investor protection and that high cash flow ownership by the 

largest owner improves the value of the company, especially in countries with low investor 

protection (La Porta et al., 2002). 

But nowhere in the world is legal protection enough to guarantee investors the return on their 

investment they are entitled to. In section 2.2.1.4 (A broader perspective than agency theory) I 

argued that reputation is an important factor to take into consideration when discussing 

agency problems. Reputation and trust are mechanisms that in most cases will at least have 

some effect on managerial behavior or the behavior of blockholders. Again, there might be 

country differences and the effect of globalization might also limit the effect of reputation as a 

governance mechanism (Thomsen, 2008). 

Closely related to ownership concentration are leveraged buy outs (LBO‟s) and takeovers as 

governance mechanisms. The concept is that large investors are buying out the remaining 

shareholders and restructuring the company. This restructuring can include different steps 

with the overall objective of improving the performance of the company. There is evidence 

that LBO‟s in general succeed in the task and improve profits, among other things by 

lowering agency costs (Schleifer & Vishny, 1997). In addition to a typically higher 

managerial ownership stake, which aligns the utility functions of management and 

shareholders, in many cases diversified companies are taken over and non-core divisions sold 

off in an attempt to focus on the core business (Schleifer & Vishny, 1997). As mentioned 

earlier a typical agency problem is empire building which LBO‟s often eliminate. Also, I have 

mentioned that poor management might be a very costly agency problem. I will argue that in 

the case of an LBO poor managers will very likely be replaced by the new, powerful owners. 

As I have touched upon earlier, the function of boards as a governance mechanism is 

questionable. What is meant to be a control mechanism of top management seems in general 
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to be a forum of directors who do not take the necessary steps to ensure investors return. This 

underlines further that additional governance mechanism is needed. 

I have commented on a number of mechanisms that can limit the agency problems between 

shareholders and management. None of these, or other, mechanisms can stand alone, but are 

to be pooled and work as complementary tools to limit agency costs. Consequently, what I 

will test is whether multiple blockholders as a mechanism can improve company 

performance. 

2.2.3 Blockholder ownership and performance – monitoring vs. expropriation 

Now I have explained how agency problems cause different concerns with shareholders and 

some of the mechanisms that can limit them. This leads me to blockholder ownership as a 

governance mechanism. In the following I will present what researchers have found 

empirically on blockholdings and performance and some theoretical models addressing this 

issue. Concurrently with presenting this I will state seven hypotheses that I will test in the 

analysis. 

As indicated above it is far from clear what effect the presence of multiple blockholders, or 

single blockholders, have on company performance. The theoretical reflections by Jensen and 

Meckling (1976) and Fama and Jensen (1983) respectively argue that large owners work as 

monitoring mechanisms, and that large owners expropriate company assets. This is a good 

theoretical foundation, but the world is far more complicated than that.  

As mentioned previously Schleifer and Vishny (1986) argue that the presence of one large 

owner can limit the free rider problems arising as a consequence of dispersed ownership and 

improve monitoring and thereby limit agency costs. Testing this allegation empirically La 

Porta et al. (2002) find that the cash flow rights held by a controlling owner is positively 

related to company value. However, Classens et al. (2002) find that this result does not hold if 

the largest shareholder holds more control rights than cash flow rights. Holding more control 

rights than cash flow rights might give a blockholder power and incentives to expropriate 

company assets since a low share of the dividends will be allotted to him. I will get back to 

this in section 2.2.4 (Pyramids – the separation of cash flow and voting rights). 

On the basis of Bebchuck (1999) and Bebchuck & Roe (1999), Thomsen (2008) argue that a 

company‟s ownership structure will not necessarily develop from a control structure (an 

ownership structure with a controlling owner) into a dispersed ownership structure, even 
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though this would maximize the value of the company. This is because the controlling 

shareholder may enjoy private benefits of control which he is not willing to give up. This 

reasoning suggests that companies with large stockholders or blockholders might be 

expropriated by these. As mentioned earlier, simple reasoning by Schleifer and Vishny (1997) 

argue, on the basis of several papers, that there is two things that indicate that blockholders 

receive private benefits. 1) In countries with poor investor protection shares with higher 

voting rights trade with a substantial premium and 2) large blocks of shares also trade with a 

premium compared to market price. 

These two things indicate that there is a benefit of having control, either by holding more 

votes than cash flow rights or by holding a large block of shares. This benefit of control can 

consist of everything from tunneling resources form the company to a company controlled by 

the blockholder to influence management to take decisions favored by the blockholder. 

Schleifer and Vishny (1997) list a number of papers that have found that blockholders or large 

shareholders benefit minority shareholders in different ways. Japanese companies with large 

shareholders are more prone to replace managers in companies with poor performance than 

companies with dispersed ownership (Kaplan & Minton, 1994; Kang & Shivdasani, 1995 in 

Schleifer and Vishny, 1997). It is also found that a takeover is more likely if there are large 

outside shareholders (Shivdasani, 1993 in Schleifer and Vishny, 1997). Also, if a takeover is 

defeated, management is more likely to be reorganized in poor performing companies with 

blockholders (Denis & Serrano, 1996 in Schleifer and Vishny, 1997). These results all suggest 

that blockholders have the power and incentive to monitor and if necessary replace 

management. 

Looking at managerial ownership weights, takeovers and company value Stulz (1988) set up a 

model which distinguishes between the effect of increased incentives and the effect of 

increased entrenchment of large owners holding varying stakes of a company. Even though 

the focus in this paper is on insider ownership the framework is very useful also to understand 

blockholder ownership in general. What Stulz (1988) argue in his paper is that the “incentives 

effect” of large stockholdings will benefit minority shareholders but after a certain point when 

the ownership share gets too big the “entrenchment effect” will take over and lower company 

value. Analyzing this dichotomy empirically Morck et al. (1988) find that Tobin‟s Q increases 

as managerial or board ownership rises from 0 pct. to 5 pct., decrease as ownership rises 

further to 25 pct., and then continuous to increase, although much more slowly, as insider 
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ownership rises above 25 pct. This “inverse U” relationship between ownership stake and 

performance is interpreted as the incentive effect dominates in the area of ownership of 0-5 

pct. but after this point the entrenchment effect takes over.  

Figure 2.1: Inverse U function 

 

Figure 2.1: Illustration of the inverse U function suggested by Stulz (1988) and Morck et al. (1988). Source: 

Own creation. 

Morck et al. (1988) argue that the reason why value increases marginally after 25 pct. is that 

the additional entrenchment effect after this point is minimal. The reasoning behind this result 

is that when a blockholder reach a certain level of ownership he will start “stealing” from 

himself when acting entrenched. Schleifer and Vishny (1997) argue that large investors have 

almost full control of a company when ownership reaches a certain level and that they at this 

point will start to enjoy private benefits on the expense of minority shareholders. For 

manager-owners this level could be as low as 5 pct. 

These findings gives us a good understanding of the distinction between the incentive effect 

and the entrenchment effect, but at this point we are not better informed about what effect 

blockholders have on company performance. Following the argumentation of Stulz (1988) 

and Morck et al. (1988) and extending it to all ownership types a single blockholder will 

affect company value in negative direction
6
. Therefore I will expect the presence of a single 

blockholder to affect company performance negatively in my sample. This leads me to my 

first hypothesis: 

  

  

                                                 
6
 Also after 25 pct. ownership since they look at marginal changes and value. The marginal change can be 

positive but the total effect is negative. 
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Hypothesis 1: 

The presence of a single blockholder affects company performance in negative direction 

measured by Tobin’s Q and ROA, and the same is the case of a majority shareholder if 

ownership is otherwise dispersed. 

The findings made by Stulz (1988) and Morck et al. (1988) indicate that the size of blocks 

have an impact on performance. First the relationship seems to be characterized by an inverse 

U function changing to a normal U function when ownership reaches a certain point. This 

suggests that not only the presence but also the size of a blockholder might be of importance 

when analyzing performance. I will take this into account in the analysis. 

As described earlier, theories suggests that one blockholder might be entrenched or 

expropriate the company instead of working as a monitoring mechanism, whereas multiple 

blockholders will cross monitor each other and the management and limit the entrenchment 

effect. A considerable amount of research has been done in the area to evaluate whether 

multiple blockholders harm or benefit the minority shareholders, i.e. whether the monitoring 

effect or the entrenchment effect is strongest. With different angles and geographical areas in 

focus, varying sample sizes and different analytical methods, the results found by researcher 

seem to differ dependent of the individual research design and focus area. 

Looking at financing costs of equity, Attig et al. (2008)
7
 find that in East Asian countries 

multiple blockholders is an important governance mechanism because of poor investor 

protection. They also find that financing costs decrease with the presence, number, and voting 

size of blockholders beyond a controlling owner, suggesting that multiple blockholders can 

limit agency costs. They also find that minority shareholders do not seem to have a significant 

impact on mitigating agency costs. In other words, Attig et al. (2008) find that the monitoring 

effect is stronger in countries with low investor protection as management, controlling 

shareholders or single blockholders otherwise can treat minority shareholders as they please. 

Maury and Pajuste (2005)
8
 investigate the presence of multiple blockholders on public Finish 

companies. Their assumption is that the simple presence of multiple blockholders will 

increase the marginal cost of stealing by a coalition and thereby improve company value. 

They find that the presence of multiple blockholders affect the value of a company positively 

but the effect is not statistically significant, and they suggest that multiple blockholders can 

                                                 
7
 Using data from Faccio and Lang (2002) with 10 pct. cut off. 

8
 Cut off 10 pct. 
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have a positive effect on company performance but that it is not necessarily enough to boost 

valuations. The concentration and identity of blockholders are found to be important factors 

when determining whether there is an impact on value or not. Also, a more equal distribution 

of voting rights among blockholders is found to affect value in positive direction, especially if 

the largest blockholder is a family. 

Looking at a sample of large companies
9
 in US and the European Union Thomsen et al. 

(2006) find that there is no effect of blockholder ownership in US and UK but the effect on 

value and accounting figures in Continental Europe is significantly negative
10

. They further 

argue that these results does not mean that blockholders do not have a valuable role but that 

the ownership share of blockholders might have exceeded the optimal level from a minority 

investor viewpoint. They also argue that the reason why the level of blockholder ownership 

might be to big is the private benefits that in some cases follow with large shareholdings. 

Thomsen et al. (2006) also flag that they have looked at marginal effects of blockholder 

ownership, and that there might be an overall positive effect that is not captured in their 

analysis. 

Bennedsen and Wolfenson (2000) take a different approach to the benefit of blockholders and 

set up a theoretical model that explains why an ownership structure with blockholders 

maximizes the value of the company. Considering the situation where an initial owner of a 

company of a privately held company, who needs to raise capital and sell of part of the shares 

he holds, is able to choose the ownership structure that maximize his own wealth. They show 

that with an ownership structure characterized by a large number of small shareholders it is 

more likely that coalition with low cash flow rights and high voting rights is formed. In a 

situation where a coalition needs only few more voting rights to control a company a small 

blockholder can be the tipping point, which gives the small blockholder excessive control 

compared to the cash flow rights held by the blockholder. If the initial owner chooses an 

ownership structure characterized by a small number of blockholders it is more unlikely that 

there will be coalitions formed with wrong incentives. However, this model have an important 

drawback, namely that it considers unlisted companies. Agency problems is in general smaller 

in privately held companies relative to public listed companies since ownership is more 

dispersed in the latter giving rise to lack of incentive and free rider problems. Even though 

                                                 
9
 Net sales and net assets exceeding US$ 2 billion. 

10
 Broader definition of blockholders, that includes officers, directors, other corporations, pension funds without 

cut off. Otherwise 5 pct. cut off. 
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this thesis concentrates on public listed companies the framework by Bennedsen and 

Wolfenson (2000) can be applied in this setting. 

If applying the framework presented and tested by Stulz (1988) and Morck et al. (1988), 

respectively, in the setting of multiple blockholders, I will argue that the total ownership by 

blockholders can have the same inverse U and subsequently a U relationship on performance. 

The reasoning behind this is that blockholders will form coalitions and to a certain point work 

as monitoring mechanism but when this point is exceeded they will start expropriating instead 

of cross monitoring. But if their total share gets too big they will steal from themselves and 

have no incentive to expropriate the company. This suggests, like in the case of single 

blockholders, that the ownership stake held by blockholders might be of importance. This is 

also what Thomsen et al. (2006) suggest, that blockholder ownership in Europe might have 

exceeded the level that is beneficial to minority shareholders. 

The definition of a blockholder in this thesis is a shareholder holding 5 pct. or more of the 

votes up to 50 pct. This definition differs from the definitions made in the papers mentioned 

above. Laeven and Levine (2008), Attig et al. (2008) and Maury and Pajuste (2005) all use a 

cut off of 10 pct. when defining a blockholder. Thomsen et al. (2006) use a cut off of 5 pct. 

but also include shares held by officers, directors, other corporations, pension funds and 

shares held in trust. This difference between the definitions may have an impact on the 

outcome of the analysis. Obviously there will be a larger number of blockholders when the 

cut off is lower. This might improve cross monitoring within blockholders but can also 

increase the likeliness that coalitions with wrong incentives will be formed. 

Summing up on previous research on multiple blockholder ownership the picture is rather 

confusing. To get a better overview I will pinpoint some of the findings: 

- Multiple blockholders can have either a positive or negative impact on performance – 

or no impact at all. 

- The impact seem to depend on a number of factors; level of investor protection, 

relative size of blockholders, total stake held by blockholders and number of 

blockholders. 

On the basis of the research I have gone through above, I will expect the simple presence of 

multiple blockholders to affect the performance of companies positively. As mentioned the 

picture is far from clear, but as my sample contains more and smaller blockholders than the 



26 

 

analyses in the papers mentioned above in general do, my expectation is that multiple 

blockholders will have a positive effect. Also, Bennedsen and Wolfenson‟s (2000) paper have 

been decisive for my expectation. 

Hypothesis 2: 

The presence of multiple blockholders improves company performance measured by Tobin’s 

Q and ROA. 

In relation to hypothesis 2 the question is which impact the number of blockholders and their 

total ownership stake have on performance. Therefore I will, on the basis of what I have 

reviewed above, state a hypothesis 2A, since it is just a further examination of hypothesis 2. 

Hypothesis 2A: 

The higher the number of blockholders and the higher their total ownership stake the more 

likely a negative effect on company performance measured by Tobin’s Q and ROA is. 

The expectation with regard to the number of blockholders also build on the simple reasoning 

that it is more unlikely that many parties will be able to agree about monitoring the largest 

blockholder, which is why he might have the power to expropriate the company. 

Closely related to hypothesis 2 is the question whether multiple blockholder ownership also 

affects company performance positively if a majority shareholder is present. A majority 

shareholder have the same characteristics as monitoring mechanism or entrenched owner as a 

blockholder but even more pronounced, since both incentives and power is stronger. In this 

case multiple blockholders possibly have an even more important role as monitoring 

mechanism. Classens et al. (2002) find evidence that an increase in the voting rights of a 

controlling owner of a company is negatively related to the value of the company.  

Maury and Pajuste (2005) find that performance of companies where the largest or the two 

largest shareholders do not have the majority of the votes are significantly higher than if they 

have the majority, suggesting that it is more likely that a majority shareholder will be 

entrenched than other owners. To examine the effect of blockholder presence when control is 

in the hands of a majority owner I will state the following hypothesis: 

Hypothesis 3: 

The presence of multiple blockholders in a company with a majority shareholder improves 

company performance relative to companies with a majority shareholder and no blockholders 

measured by Tobin’s Q and ROA. 
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As I have touched upon perfunctory above the relative size of blockholders might be of 

importance with regard to how they interact and how they impact performance of the 

company. 

Starting with the theoretical model formulated by Bennedsen & Wolfenson (2000) this paper 

suggest that dispersion of ownership affect performance in negative direction due to coalition 

formation. Laeven and Levine (2008) make a distinction between cash flow rights and voting 

rights but present results that support Bennedsen and Wolfenson (2000), namely that there is a 

strong negative relation between dispersion of cash flow rights and valuation of a company. 

Laeven and Levine (2008) find
11

 that the relative difference between cash flow rights of the 

two largest blockholders are negatively related to performance of the company and the same 

is the case for division of cash flow and voting rights.  

Maury and Pajuste (2005) find an insignificant effect on company value from the presence of 

multiple blockholders. Wohever, they find that a more equal distribution of votes among 

blockholders has a high explanatory power on value in positive direction, suggesting that 

entrenchment is limited and monitoring improved when blockholders have more or less the 

same voting power. These results are found by testing both how the concentration of 

blockholder ownership affects performance and how the differences in voting power affect 

performance. 

Attig et al. (2008) find cost of equity to decrease with the number and size of blockholders, 

which tells us that the more blockholders there is, and the more votes they hold, the lower is 

the risk perceived by the market. This is in contrast to a company where few blockholders 

control a large share of the votes. Attig et al. suggest that this is related to better information 

quality. 

The research reviewed above points out that an unequal distribution of voting rights seems to 

have a negative impact on the performance of a company. On that basis I will state the 

following hypothesis: 

Hypothesis 4: 

The higher the concentration of ownership among blockholders and the more ownership 

stakes differ among blockholders in a company the lower company performance measured by 

Tobin’s Q and ROA is. 

                                                 
11

 Using data from Faccio and Lang (2002) with 10 pct. cut off. 



28 

 

2.2.4 Pyramids – the separation of cash flow and voting rights 

The separation of cash flow rights and voting rights can give rise to incentives that are not in 

line with the shareholder value perspective. Holding a large voting stake leaves a shareholder 

with a lot of power but combined with a low cash flow stake this power is likely to be used 

for purposes other than maximizing shareholder value. Most researchers seem to agree on this 

issue independently of sample, region, size of companies, size of blockholders etc. (e.g. 

Jensen & Meckling, 1976; Attig et al., 2008; Laeven & Levine, 2008; Classens et al., 2002). 

There are different ways to ensure more voting rights than cash flow rights; different share 

classes with varying voting rights, cross holdings and pyramids. These ownership structures 

can all create bizarre incentives and increase the probability that large shareholders in some 

way will expropriate the company. It is obvious that holding shares with more voting rights 

than cash flow rights makes you less interested in maximizing shareholder value and you 

might vote for decisions that will benefit you in other ways but harm other shareholders. The 

way pyramids work is that company A owns, say, 10 pct. of company B. If a person controls 

51 pct. of company of company A he will control the company and the 10 pct. holding in 

company B but only be entitled to 5.1 pct. (0.51x0.1) of cash flows. The more levels in the 

pyramid the more will cash flow and voting rights differ. The problems related to cross 

holdings are similar to pyramid structures. If Company A and B hold, say, 30 pct. shares in 

each other, and a large shareholder holds 30 pct. in each of the companies he will have control 

of both companies. Since I will be able to identify companies with shareholders holding 

shares through pyramids in my data my next hypothesis is: 

Hypothesis 5: 

Companies with a blockholder who holds shares through a pyramid structure have lower 

performance relative to companies with normal blockholders measured on Tobin’s Q and 

ROA. 

This hypothesis is not only concerned with blockholder ownership but separation of cash flow 

and voting rights in general. The reason why I include it is that this separation also seems to 

be important when examining multiple blockholder ownership. 

2.2.5 Blockholder ownership and investor protection 

As I have pointed out in section 2.2.2 (Governance mechanisms) different countries are 

subject to different levels of legal protection of investors. As a general rule investors in 

Anglo-American countries are better protected than other investors because of the legal 
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tradition. As mentioned earlier it has also been found that protection of minority investors is 

poorer in Asian countries than for example in European countries. 

These differences imply that blockholders might have different roles dependent on which part 

of the world they are investing in. In countries with lower levels of investor protection 

blockholders might be more prone to enjoy private benefits which may increase the 

importance of multiple blockholders as a monitoring mechanism. Or, in other words, multiple 

blockholders might affect performance positively in some countries and not in others. 

This is exactly what Attig et al. (2008) find in a regional analysis of Europe and Asia. They 

find multiple blockholders to affect company performance statistically significantly in Asia 

but find the effect to be insignificant in Europe. Furthermore, they find the significance of the 

identities of the blockholders to vary between the two regions. 

The reason why the results of the analyses differ from Europe to Asia might be that investor 

protection in general is considered to be weaker in Asia than Europe. Relatively blockholders 

play a more valuable role as governance mechanism in Asia whereas they in Europe does not 

have the important monitoring role but still have the opportunity to expropriate. 

The differences in the level of investor protection also have an impact on the value of voting 

rights held by blockholders (Zingales, 1995). In countries with a high level of investor 

protection the voting rights are worth less than in countries with low levels of investor 

protection, because it is easier to expropriate company assets in low level countries without 

being prosecuted. 

La Porta et al. (2002) find, as mentioned in section 2.2.2 (Governance mechanisms), that low 

levels of shareholder protection is accompanied by low valuations. Furthermore they find that, 

especially in countries with poor investor protection, valuations increase with the number of 

cash flow rights held by the controlling owner. These results support the thesis that 

blockholders can play a valuable role in countries with poor investor protection. 

As I have mentioned in section 2.2.3 (Blockholder ownership and performance), Thomsen et 

al. (2006) find country differences between on one hand US and UK and on the other hand 

EU. The findings show no effect in US and UK from multiple blockholders in contrast to a 

negative effect in EU which is pointed out by the authors, might be caused by a too high level 

of block ownership in Europe.  
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Pagano & Roel (1998) formulate a theoretical model in a similar framework as Bennedsen & 

Wolfenson (2000) use. They argue that in some European countries, e.g. Italy, blockholders 

may harm minority shareholders more than they benefit them because they are “bribed” not to 

undertake effective monitoring so management or controlling shareholders can still enjoy 

private benefits. This argumentation supports Thomsen et al. (2006) in their findings that 

multiple blockholders may not be beneficial to minority shareholders in all European 

countries. 

In my analysis I will incorporate the Anti-self-dealing (ASD) index composed by Djankov et 

al. (2008). This is a measure of investor protection in different countries, and gives me the 

opportunity to capture differences in the level of investor protection in my sample. I will 

explain this in more detail in section 3.1.1 (Sources). I will expect to trace an effect of the 

presence of multiple blockholders that is larger for countries with poor investor protection 

than countries with good investor protection. 

Hypothesis 6: 

In countries with low levels of investor protection, measured on the Anti-self-dealing index, 

the presence of multiple blockholders is more valuable than in countries with high levels of 

investor protection. 

2.2.6 Identities, agendas and coalitions 

The identity of blockholders is found to affect the performance of companies in different 

ways. The identity might be a key factor for whether a blockholder successfully work as a 

monitoring mechanism or choose to expropriate the company. In this section I will outline 

what theories and previous research say about blockholder identities, their varying agendas 

and what impact the identity of blockholders can have on the objective of potential coalitions. 

The reason why different types of blockholders affect performance in different ways is that 

they might have different objectives or agendas and these objectives in some cases differ from 

the shareholder value maximizing approach favored by minority and “ordinary” investors. As 

I will explain in the following they also face different levels of control from regulatory 

authorities and some owners may be more prone to expropriation. I will not formulate 

hypotheses for the individual identities but state a common hypothesis in the end of this 

section. 
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2.2.6.1 Families 

Family ownership is common in a number of European countries, including Denmark. Also in 

US, which is generally considered as being a stock market characterized by dispersed 

ownership, Anderson and Reeb (2003) finds that founding families own 16 pct. of the equity 

and are represented as owners in 1/3 of S&P500 companies. 

As I have touched on earlier a founding family may have personal ties to a company that 

affects the decisions taken by the board or management if family members are represented in 

either of the two. These objectives could be to only take decisions that are in the “spirit” of 

the founder or not to take risky decisions, since founding families often have a large 

proportion of their wealth tied in the company (Thomsen, 2006, p. 93). Family ownership can 

also be harmful to minority investors in other more intentional ways. This behavior can 

consist in e.g. tunneling, which was part of the collapse of Italian Parmalat, or misuse of the 

company‟s resources. Tunneling takes place when, for example, a family in control of a 

company in different ways transfers money to a company fully owned by the family. 

In companies with a founding family, or a family holding a large block of the shares, in the 

circle of owners, the family will most likely be represented in either the board, top 

management or both places (Maury & Pajuste, 2005). This shows that families in most cases 

will be in a position where they can affect decisions in the company significantly. Maury and 

Pajuste (2005) furthermore argue that if a blockholder also has an insider position (manager 

or director) the “marginal cost of stealing can be reduced”, i.e. it is easier to divert resources 

and expropriate the company. 

While families are often represented in the board or in top management, and this 

representation according to Maury and Pajuste (2005) make expropriation easier, researchers 

have also found that families are dominating when we are talking large shareholdings and 

blockholder ownership (La Porta et al., 1999). Combination with a, apparently, relatively high 

risk of a family owner deviating from the shareholder value principle seem to underline that 

family owners might harm minority shareholders relatively much. It has also been found that 

the separation of cash flow rights and control rights is more common in family controlled 

companies (Claessens et al., 2000). As I have touched on previously this separation can result 

in bizarre incentives and previous research has also found it to be negatively related to 

company performance when cash flow rights and control rights are separated. This, once 

again, supports the argument that family ownership might have disadvantageous side effects. 



32 

 

Empirically Maury and Pajuste (2005) find that if the second largest owner of a family 

controlled company is also a family the value of the company is affected in negative direction 

as voting rights of the second largest owner increase relative to the largest owner. Conversely 

the effect is found to be positive if the second largest owner is a “non-family” owner, 

suggesting that two families in control are more prone to form a coalition and expropriate 

than if the controlling family is monitored and challenged by other types of owners. Maury 

and Pajuste (2005) also argue that it is more likely that it is a violation of the law if a fund 

manager from a financial institution forms a coalition together with a family with the goal to 

extract private benefits than if two families form a similar coalition. 

Maury and Pajuste‟s (2005) findings are supported by Attig et al. (2008) who find that if the 

two largest shareholders are families cost of equity is higher indicating that the market 

perceives a higher risk of expropriation. A supplementary regional analysis indicate that the 

results are driven mainly by the East Asian countries in the sample, suggesting investors in 

this region are more suspicious to family coalitions. 

In contrast to the findings revealed above Anderson and Reeb (2003) find that S&P500 

companies controlled by the founding family perform better than other companies, and that 

the effect is stronger when the CEO of a company is also a member of the family, relative to 

an outside, “professional” CEO. This positive effect among US blue chip companies 

questions the findings by Attig et al. (2008) and Maury and Pajuste (2005) and underlines that 

the truth about the effect of family ownership is not necessarily that simple. 

Also Maury (2006) finds interesting evidence on the performance of family companies in 

Western European countries. He finds that if the controlling family is actively involved in the 

operation of the company the profitability is higher whereas the effect on profitability is 

unaffected if the family is a passive owner. Further he finds that, mainly in countries with 

high levels of investor protection, valuations of both active and passive family owned 

companies are higher than companies without a family as large shareholder. Both of these 

results apply only for families who do not own the majority of the control rights. All in all, 

when control does not exceed 50 pct., and the protection of shareholders is high, family 

blockholders benefit minority shareholders, according to Maury (2006). These results are also 

in correspondence with Anderson and Reeb‟s (2003) findings for US, as investor protection 

here is high. 
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I will argue that there is correlation between the level of investor protection and the 

effectiveness of morality and reputation as governance mechanisms. It seem plausible to 

assume that in countries with high levels of legal protection different kinds of expropriation or 

immoral behavior will result in a bad reputation relative to countries with poor investor 

protection. Take for instance Italy, where president Berlusconi have several accusations of 

corruption hanging over his head, and the Italian people in some way seem to accept it. Italy 

have a track record dominated by corruption relative to for example Denmark, which might 

make expropriation more “acceptable” and make wealthy families care less about reputation. 

If this reasoning holds there is a double effect of family ownership in countries with low 

investor protection; namely poor legal protection and a weaker effect of reputation as a 

governance mechanism. 

The findings reviewed above indicate that the effect of family ownership might depend on a 

number of other factors, e.g. separation of cash flow and voting rights, the level of investor 

protection and the composition of the residual blockholders. All the three mentioned factors 

seem to influence how coalitions are formed and the agenda of the coalitions. 

On the basis of the review above I will expect family ownership to have a negative effect on 

performance, but it might turn out that I am wrong, or that my expectation is only right under 

certain circumstances, e.g. the level of investor protection. 

2.2.6.2 Government 

A privatization process of government owned companies have resulted in a number of public 

listed companies being partly owned by public authorities. In addition to the general view that 

public companies and government institutions are less efficient than their private counterparts, 

the objective of politicians and government institutions is likely to differ from the shareholder 

value perspective. Politicians and governments might pay too much attention to political 

goals, employment and other externalities relative to profit (Thomsen, 2006, p. 94). 

The time horizon for politicians, who ultimately control the blocks held by governments, 

might also differ from the investment horizon of other shareholders. Hartley and Medlock 

(2008) argue that politicians have short term goals and may have an interest in utilizing the 

profit generated by a company to be used for purposes outside the scope of the company 

instead of being reinvested in projects that will benefit future profitability. This is obviously 

not in the interest of other investors since they are only interested in maximizing shareholder 

value. 
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Hartley and Medlock (2008) further argue that operational efficiency can be disregarded 

because politicians may give favor to certain people or interest groups when it is decided in 

which projects the company should invest or when a high profile position is being appointed. 

Again this is a violation of the shareholder value perspective. 

Nguyen (2008) has tested the impact on performance and profitability empirically on 

companies in cases where governments either increase or decrease their holding in a 

company. Following the reasoning above the performance of companies should increase as a 

governmental owner reduces the holdings. Nguyen (2008) finds that a reduction in the 

ownership stake by a large government owner have a significantly positive effect on 

performance whereas the effect of an accumulation does not affect performance significantly. 

There is found to be a significant increase in return on assets, efficiency and leverage when 

governments sell of part or all of its shares in a company (Nguyen, 2008). 

The above mentioned articles are isolated to discuss the governmental ownership and the 

objectives without considering the presence of residual blockholders, their identities and 

objectives. Isolated a government owner might harm minority shareholders, but holding a 

large block of shares a government can also be an effective monitoring mechanism. 

Governments will most likely not enter coalitions with other blockholders with the objective 

to expropriate the company. At least, not in developed countries. 

Attig et al. (2008) have found that a government holding the second largest block of shares, 

when a family is the largest blockholder, result in a negative risk premium. In comparison the 

risk premium is found to be positive if the second largest owner is another family. This imply 

that the market find a government blockholder to decrease the risk of expropriation by a 

family blockholder. 

On this basis I will expect that government blockholders in general have a negative effect on 

performance, but the case can be different in special cases, like if one of the largest owners for 

example is a family.  

2.2.6.3 Management 

When management hold stocks in the company they manage, it can be a way to get around the 

agency problems. Holding a share of the company can help align the interest of shareholders 

and management, as management also gain when shareholder value increase. 
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As I have made mention of earlier, Stulz (1988) and Morck (1988) look at respectively a 

theoretical model for managerial ownership and the empirical testing of this model. This 

model says that when the management own shares above a certain level it will harm minority 

investors. Morck (1988) find this level to be 5 pct. With ownership stakes lower than 5 pct. 

interests are aligned and management has the right incentives but when ownership exceeds 5 

pct. it becomes entrenched. This means, that when the managerial ownership exceeds the 

blockholder cut off limit in this thesis, management should take on expropriating behavior. 

Managerial blockholdings obviously give the management/blockholder further power than 

being only either manager or blockholder. By considering “the marginal cost of stealing”, in 

which, among other things, the risk of getting caught is incorporated, Maury and Pajuste 

(2005) claim that the ownership type with lowest marginal cost of stealing are most obvious 

to expropriate the company. They argue that blockholders marginal cost of stealing is reduced 

if they also have managerial representation. This claim seem rather logical, since it is easier to 

set up expropriating arrangements and influence the strategy as desired if you influence the 

day to day operation directly, and it is also easier to hide the expropriating behavior. Classens 

et al. (2002) report that managers in East Asian companies are generally related to the 

controlling shareholder, which again indicate that the risk of expropriation in Asia might be 

relatively high, cf. section 2.2.5 (Blockholder ownership and investor protection). 

Another costly consequence of managerial blockholding is the resistance to being replaced 

because of poor management performance and hence poor company performance. If 

management holds a large share of the voting rights in a company it will be easier to set up 

“poison pills
12

” and even more difficult to get rid of a poor manager. It is argued that poor 

managers‟ resistance to being replaced by new ones can be the costliest of all agency 

problems (Jensen and Ruback (1983) in Schleifer & Vishny, 1997). Managerial blockholders 

can also influence their own salaries which might result in pay outs exceeding the market 

value for a manager who possess similar qualities and skills. 

On the basis of this review of research I expect managerial blockholding to affect 

performance negative. 

                                                 
12

 Arrangement that will make it costly to fire managers. 
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2.2.6.4 Financial institutions 

Financial institutions are in general considered to be honest and to work for the same 

objectives as minority shareholders, namely long term maximization of shareholder value. As 

mentioned earlier they are in most cases under regulation and being monitored by public 

authorities. Many researchers have also found the effect from the presence of institutional 

investors on shareholder value to be positive (McConnell & Servaes, 1990; Levin & Levin, 

1982; Nickel et al., 1997 in Thomsen (2006) p. 93). Even though the last couple of years have 

made people question the trustworthiness of financial institutions I will base my analysis on 

the research reviewed here. I will also argue that a financial institution can be a good owner 

with focus on shareholder value but simultaneously this itself company can be managed poor. 

Maury and Pajuste (2005) argue that the opportunity cost of contributing to diversion of 

profits is large for financial institutions.  This is due to the monitoring by public authorities. 

As I have mentioned earlier in this section, Maury and Pajuste (2005) also argue that the 

formation of a coalition between a private shareholder and a financial institution is more 

likely to be a violation of law than if, say, two families form a coalition. 

Attig et al. (2008) take another approach to why coalitions with improper intensions are 

unlikely to be formed between families and financial institutions. They argue that financial 

institutions are concerned about their reputation and therefore do not engage in profit 

diverting coalitions. 

The effect on performance from blocks held by financial institutions, seem to be positive, 

which will be my expectation when performing the analysis. 

2.2.6.5 Private equity 

Private equity has drawn quite a bit of attention in the business media in recent years. A close 

examination of the effects of private equity ownership falls outside the scope of this thesis, 

but I will include private equity firms as an ownership type in my analysis. 

Private equity investments can generally spoken take form of either venture capital or buy-

outs. Furthermore, buy-outs can be carried out in a number of different ways dependent on 

who is the driving force in the buy-out. Management buy-outs (MBO‟s) are driven from 

within the company with the existing management as the driving force whereas management 

buy-inns (MBI‟s), investor buy-outs (IBO‟s) and leveraged buy-outs (LBO‟s) are driven by 

external parties not already involved in the operation of the company (Wood & Wright, 
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2009). I will not distinguish between the different buy-out or venture capital processes that 

comes prior to the private equity ownership or consider who the driving force in the process 

was, but perceive private equity ownership from a general point of view. 

Private equity owners often take large shares in the companies they are engaged in. Public 

listed companies are often taken private, but what I will examine in this thesis is private 

equity firms holding large blocks of shares in listed companies who also have numerous other 

owners. 

The reason why private equity firms take on large holdings is that they want to make sure that 

they will be able to get enough power to control the company, or at least influence the 

strategic direction. Most commonly private equity funds increase the debt of a company 

significantly and take out large amounts of cash as dividends. This manouvre is intended to 

increase the efficincy of management since interst payments are large and management 

therefore will have to focus on generating cash flows. The private equity firm will in most 

cases be represented on the board of directors and monitor the management of the company 

very close.  

With a strong focus on shareholder value private equity firms are normally streamlining target 

companies and increasing efficiency. Focus is often aimed at the core value drivers and 

divisions that fall outside the strategic fit of the focus area, which will limit empire building 

by management. Combined with board representation and close monitoring of the 

management, private equity ownership might be the solution to many of the agency problems 

I have gone through earlier, and may be beneficial to minority shareholders.  

There have been performed a great deal of empirical research to examine the effect of private 

equity ownership on performance, efficiency etc. of companies. Even though findings are not 

uniform the general result of the analyses performed show a positive effect on profitability, 

efficiency and performance (Wood & Wright, 2009). In the analysis this will also be my 

expectation. 

2.2.6.6 Other owners - private and public held companies 

Many blocks are not held by one of the above mentioned ownership types but either by public 

listed or by privately held companies with different identities. Privately held companies will 

often be owned and controlled by one or few shareholders whereas public listed companies in 

general are owned by a large number of shareholders. The latter is assumed to exploit its 
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ownership more professionally focused than a privately held company, cf. for example the 

issues mentioned in section 2.2.6.1. (Families) related to varying objectives of ownership 

different from shareholder value maximization. 

A privately held company will have one or more individuals or families as owners. 

Consequently I will argue that many privately held companies share, to a certain extent, many 

of the characteristics of a family owner. Compared to a public listed company, it is 

furthermore significantly easier to tunnel resources through a privately held company from a 

company in which it owns a large block of shares.  

A public listed company is assumed to share most of the characteristics I went through in 

section 2.2.6.4 (Financial institutions). Focus on shareholder value in the investments must be 

considered as dominating within listed companies, even though empire building takes place, 

cf. sections 2.1 (Introduction to corporate governance and ownership) and 2.2.6.5 (Private 

equity) I will argue that the focus of an investment in another company in general will be 

more on shareholder value, everything else equal, than an investment done by a privately held 

company. Because of the mixed composition of this category, I will not include it in the 

analysis. 

2.2.6.7 Identities and coalitions 

From the above review of some different ownership types it should be clear that the identity 

of blockholders is an important factor for how they might manage their control. The identity 

also seems to play an important role on how coalitions are formed across blockholders and 

what the objectives of potential coalitions might be. Some combinations benefit minority 

shareholders whereas others harm minority shareholders. What seems to be consensus is that 

family blockholders generally harm minority shareholders, especially in countries with low 

investor protection. What theorists also seem to agree on is that other types of blockholders 

can work as a limiting mechanism for expropriation by a family. 
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On the basis of the research reviewed above about different types of owners I will state the 

last hypothesis. This hypothesis is a more general hypothesis and does not say anything 

specific on the individual types of blockholders effect on performance. It will be assessed by 

running a number of regressions with dummy variables describing on different characteristics 

of blockholders and combinations. 

Hypothesis 7: 

The identity of blockholders, especially in low level investor protection countries, affect the 

performance measured by Tobin’s Q and ROA. 

2.3 Theories and previous research - conclusion 

In this part I have found that a relative large amount of research has been put into the area of 

blockholder ownership and the effect on company performance. What I have reviewed here is 

only a fraction of what is written on the subject. However, the amount of research put into the 

investigation of the more specific subject of multiple blockholder ownership is more limited. 

Above I have tried to draw on a broader range of research and apply it in the context of 

multiple blockholder ownership. It is hard to weight the findings of different papers up 

against each other, but I have tried to discuss the different aspects and through this reasoning 

state a number of hypotheses describing what I will expect to find from my data analysis. 

In short, I will expect that when testing only for the presence of a single blockholder I will 

find a negative effect on performance. Extending the analysis to the presence of multiple 

blockholders I expect that monitoring of the largest blockholder will have a positive effect on 

performance. The same is the case if there is a controlling owner and multiple blockholders. 

Turning towards the number of blockholders and their total ownership I will expect a negative 

effect on performance in the case of many blockholders each holding large shares of voting 

rights. In addition to this, I will expect a negative impact on performance if the concentration 

of voting rights among blockholders is high and ditto if the differences in voting rights are 

large. 

Looking at the level of investor protection, my expectation is that in countries with poor 

investor protection, the presence of multiple blockholders will have a higher positive effect 

than in countries with higher investor protection. 

Finally I expect that the identity of blockholders will affect performance. Again my 

expectation is that the effect will be most pronounced in countries with low levels of investor 

protection. 
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3 Methodology 

In the previous sections I have went through the foundation for why multiple blockholders 

might be an important governance mechanism but also why they might harm minority 

shareholders, and stated a number of hypotheses regarding blockholder ownership and 

performance. In this part I will go through the methodology of how I will test my hypotheses 

empirically. 

3.1 Presentation of data 

In the following I will give a detailed description of data, what the data set contains, how it is 

collected, etc. This description should leave the reader with an extensive knowledge about the 

data used in the analysis, which will hopefully give a better understanding of the results. 

3.1.1 Sources 

Most data is collected from the financial database Orbis, which contains an enormous amount 

of accounting, financial, and ownership data. Orbis is a database run by the company Bureau 

van Dijk Electronic Publishing (BvDEP), which is incorporated in Belgium. BvDEP is an 

information provider collecting data on more than 60 million companies around the world 

from 100 different sources and making them available in a single database, which makes it 

possible to get consistent data for all countries. 

In order to standardize accounting data, BvDEP use a standard accounting template
13

. All 

accounting figures across industries, countries, etc. are thus directly comparable. The 

standardization of figures is performed by BvDEP. This standardization is indeed very helpful 

when comparing figures of a large sample of companies, but has a drawback when it comes to 

in-depth company specific analysis. In my case, where the aim of the analysis is to analyze 

and track differences in performance measures computed on Orbis figures, the standardization 

is very helpful. 

Accounting data for Europe is collected by BvDEP from a data provider named World‟Vest 

Base, which is an American company, specialized in collecting and redistributing financial 

data from non-US countries. Data on companies incorporated in US is provided by Reuters, 

which is a well known news agency and provider of financial news and data. 

Regarding ownership data BvDEP has its own team who collects and process information 

about owners. Information is collected from annual reports, company websites, press news, 

                                                 
13

 See Appendix1 for Orbis standard accounting template. 
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regulatory bodies and via private correspondence. In addition, BvDEP has a number of 

external information providers who delivers data collected from annual reports and regulatory 

bodies to BvDEP. 

Market capitalizations are collected by myself from Bloomberg, since the procedure from 

which BvDEP calculate market values of equity is unsuitable for companies with more than 

one share class. BvDEP identify what they call the “main security” of a company with 

multiple share classes, and the market value calculated is only on the basis of the “main 

security” (e.g. outstanding shares class A x share price class A). This means that the value of 

“secondary” share classes is neglected and the company is thus undervalued in Orbis. For this 

reason all market capitalizations are collected from Bloomberg using the last trading day in 

December 2008 and converted to US dollar using the at that time ruling exchange rate. 

Data for investor protection comes from Djankov et al.‟s (2008) Anti-self-dealing-index. The 

index measures the legal protection of minority shareholders against expropriation by what 

the authors call corporate insiders, who are large shareholders, managers, and other parties 

who have the possibility to expropriate the company. The index builds on information from 

72 local departments of an international law firm who have answered questions about how 

different types of expropriating behavior is dealt with in the specific countries they operate in.  

3.1.2 Sample 

The sample of companies used in the analysis covers the initial 15 member states of the 

European Union plus Norway and USA. The sample thus represents common law countries 

(USA and UK), civil law countries and systems induced of the two. 

The number of companies in the sample is 5,829. As accounting figures for financial 

companies (banks and insurance companies) does not allow computing comparable 

performance measures, even though standardization has been performed by BvDEP, all 

financial companies have been omitted from the sample and the analysis. Also, a number of 

companies where data is incomplete have been removed from the data set. These companies 

are in general very small. I have not tried to collect missing data from other sources and 

standardize it in order to match data from Orbis since this would be too time consuming. In 

order to avoid extreme outliers I have also omitted companies listed with net sales of zero and 

companies with e total revenue lower than 30 mio. USD in 2008. This very large sample 

spans wider in terms of company size and also have a broad regionally cover, compared to 

other analyses in general. This, all things being equal, is expected to show a more nuanced 
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picture of the real world, compared to only looking at the largest companies. Furthermore a 

large sample is a better foundation for running regression analyses as it gives more robust 

results. 

In the analysis I will divide the full sample into two smaller sub samples on the basis of the 

level of investor protection measured on Djankov et al.‟s (2008) Anti-self-dealing index. The 

two sub samples consist of 3,568 companies with high level of investor protection and 2,261 

companies with low level of investor protection. 

Companies are labeled with a code according to the industry it is occupied within. The 

categorization used is the level one NACE standard dividing companies into 21 different 

industries. I will pool some of these categories and use industries as control variables. 

All accounting data is the last available full year results (time t) and the figures needed one 

year further back (time t-1) is from the penultimate year. In practice this means that 

accounting figures are from the fiscal year 2008. For companies whose fiscal year is not 

identical to the calendar year, the fiscal year 2008 is defined as ending on March 31 2009. 

Companies with fiscal year ending after March 31 will have accounting data for the 

penultimate year listed for time t. 

Table 3.1 – Fiscal periods 

Fiscal year Denotion Starting Ending 
        

2007 t-1 April 1 2007 March 31 2008 
2008 t April 1 2008 March 31 2009 

Table 3.1: Fiscal periods for accounting data from Orbis.  

As the majority of companies follow the calendar year when reporting accounts and the 

balance date thus is December 31, I use the market capitalization of the last trading day from 

December 2008 when computing Tobin‟s Q. 

All accounting data, market capitalizations etc., is in US dollar to be able make comparison 

and descriptive statistics. 

Shareholders recorded by BvDEP are listed with name, identity type, country of origin, 

industry, and a direct and a total ownership stake. Ownership stakes in Orbis are voting stakes 

and not cash flow stakes. Cash flow stakes are not collected by BvDEP and therefore not 

available. When examining control and power, voting rights are also the right measure to use. 
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However, turning the focus towards incentives, cash flow rights would be interesting to have 

access to. As mentioned earlier, the separation of voting and cash flow rights can result in 

inappropriate incentives and it would therefore be interesting to be able to include these in the 

analysis. However, I will control for the effect of pyramids. 

As ownership information is updated continuously in Orbis, it is possible to withdraw data for 

a specific point in time. You will then get a snap shot of how ownership was composed at that 

specific point in time and the system leaves out of account updates that have been made later. 

I have chosen December 31 2008 as the point of time where I will look at the composition of 

owners. However, several researchers argue that ownership change little over time and that it 

is not of big importance to have the exact ownership shares on a given time to make a proper 

analysis (e.g. Faccio & Lang, 2002; La Porta et al., 1999). 

As I have mentioned earlier all blockholders with voting rights of 5 pct. or above is included 

in the data set. For many companies smaller ownership stakes are also available, but these are 

excluded from the sample. In my data I got the 18 largest shareholders included. The reason 

why I did not include more is that there were no blockholders among the 19
th

 largest 

shareholders. A blockholder is categorized as majority shareholder if votes exceed 50 pct. 

Some ownership stakes are only indicated as “>5 pct.” in Orbis data. In lack of a better 

solution I assume these ownership stakes to be close to 5 pct. This result in a small 

uncertainty, but I consider this to be very limited. 

BvDEP register both direct and total ownership stakes. A direct ownership stake is the stake 

held directly by a shareholder whereas total ownership stake is the sum of the stakes held 

directly and/or the stakes held indirectly through companies controlled by the shareholder 

concerned. This means, that if company A owns, say, 25 pct. of company B, and a given 

shareholder owns 20 pct. of company B and controls company A with a stake of 75 pct. the 

total ownership stake equals 45 pct. (20 pct. + 25pct.). Also, a shareholder holding 60 pct. of 

company B, which owns 30 pct. in company A, will be listed with a total ownership stake of 

18 pct. (60 pct. x 30 pct.) even though he does not own shares directly in the company. 

As a consequence of the calculation of total ownership it is possible that one ownership stake 

will be listed two times for the same company – one as direct ownership stake for one 

shareholder and one as total ownership stake for another shareholder.  
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The calculations of total ownership can in some cases result in data indicating that a 

shareholder holds more than 100 pct. of a company. This can be the case if a shareholder 

owns 100 pct. of company A, which owns 60 pct. of company B. In this case, the shareholder 

will be listed with a total ownership stake of 60 pct. whereas company A will be listed with a 

direct ownership of 60 pct. for the same company. When I look at ownership stakes in the 

analysis I will take the highest value of the direct and the total ownership stake, as some 

shareholders are only listed with one of the two, e.g. governments who own shares through a 

ministry will only have a total ownership stake since they do not own shares directly. 

If a company has more than one share class with different amounts of votes attached to each, 

ownership stakes are the sum of the voting rights held by a shareholder in the different share 

classes. 

BvDEP categorizes all recorded shareholders in 12 different identity types. This 

categorization makes it possible to make analyses on the identity of blockholders and the 

combinations of different types of blockholders represented in the circle of owners. I pool 

some of the categories defined by BvDEP and end up with the following ownership types 

(BvDEP categories in parenthesis if pooled): 

- Financial institutions (Banks, financial companies, insurance companies, mutual and 

pension funds / nominee / trust / trustee). 

- Other owners – private and public held companies (Other industrial companies). 

- Families (One or more known individuals or families). 

- Governments (Public authorities, states and governments). 

- Managers (Employees, managers or directors). 

- Private equity. 

- Other (foundation research institutes). 

The last category „Other‟ is not included in the analysis. BvDEP also operate with two 

aggregated categories of „Unnamed private shareholder‟ and „Other unnamed shareholder‟. 

These two categories consist of smaller shareholders, who have been pooled, and therefore 

they do not have any power, which is why I will not include these in the analyses. Also 

holdings listed as „Self owned‟ by BvDEP is eliminated from the data since these are held by 

the company itself and the votes therefore are “inactive”. 
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All data is exported from Orbis and imported to Excel. In order to arrange data to be able to 

run regression analyses and to construct variables I have used more or less advanced IF-

functions in Excel. 

3.1.2.1 Validity of data 

In my work I have not controlled if data from either Bloomberg or BvDEP is correct. I have 

made a few random tests on both accounting data, ownership data and market values, which 

showed correct data, but in general I have to put my reliance on the suppliers of data. I would 

be surprised if the huge amounts of data on 5,829 companies were all correct, and this is off 

course a source of error. In this context the size of the sample is both a strength and a 

weakness since I would be able to make more controls on a small sample but on the other 

hand errors will hopefully not influence the overall picture in a large sample. 

Another source of error is that insurance companies and banks have been omitted from my 

data due to specific accounting technicalities which makes it impossible to compute 

comparable performance measures. Omitting a whole sector from my data off course creates a 

bias, but the question is whether ownership and performance of these companies differ 

significantly from other types of companies and would contribute noticeably to my results. I 

have no background to comment on this but assume that elimination of these companies does 

not change the results. 

There is also a survivorship bias when conducting an empirical analysis on my data. Data is 

colledted for ultimo 2008 but with a lack of approximately 1 year. Companies who existed 

ultimo 2008 but of some reason did not existed at the time data were collected are not 

included in my data. When only focusing on the companies who have survived this period, 

the sample will draw a more positive picture since all the “lemons” are sorted out. As I have 

explained earlier I have also omitted companies that did not have adequate data, either 

accounting data or market values, to compute performance measures or control variables. 

Inadequate data can have several explanations, but one can definitely be that the company is 

in a sort of distress and have disclosed its accounting statements. By sorting out all these 

companies there is a risk that I create a self-made bias. 

As I have set out in the previous section I have also sorted out companies with total revenue 

of less than 30 mio. USD. Some might argue that this also creates a bias but I will argue that 

this screening sorts out only very small companies who will stress the overall picture since 

they must be assumed to be very illiquid and their accounting data in general more 
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untrustworthy than larger corporations. Also I will argue that both market values and 

accounting figures will be relatively more volatile since only small changes in profits will 

have large implications. 

Regarding liquidity of companies‟ shares in the market there is a potential liquidity bias. 

Small companies will often be more illiquid and investors demand a liquidity premium 

because it is more difficult to buy and sell shares. Smaller companies might therefore be 

valued lower than large companies. One can also argue that liquidity in countries with small 

capital markets is low, and that investors because of lower liquidity, will demand a general 

liquidity premium which will result in lower valuations (La Porta et al., 2002). If countries 

with small capital markets have low investor protection, which La Porta et al. (2002) argue 

they have, it means that valuations in low level investor protection countries is not only lower 

because of poor investor protection but also because of low liquidity. Thus, there might be a 

double effect. 

The technicalities concerning the identification of ownership stakes explained in section 3.1.2 

(Sample) can also give rise to errors but can also be viewed as a more correct way to measure 

control of votes, since the all votes controlled by a shareholder is added up. 

3.2 Performance measures 

As proxies for performance of the companies, and as the dependent variables in my regression 

analyses I will use Tobin‟s Q and ROA. These two performance measures reveal different 

things about performance, which I will explain in the following. 

3.2.1 Tobin’s Q  

Tobin‟s Q is a value based performance measure based on market values and book values 

from the companies‟ balance sheets. The framework of Tobin‟s Q is developed by James 

Tobin (1969) and the ratio is widely used within corporate governance research. The original 

definition of Tobin‟s Q is the market value of a company‟s assets divided by the replacement 

costs of the assets. Referring to the definition, Tobin‟s Q indicate the relationship between the 

market value of the assets in a company and what price a company should pay for assets 

corresponding to the assets already in place. This suggests that if Tobin‟s Q is higher than 

one, the market expects that management of the company is able to utilize assets better than 

others. The other way around; a Tobin‟s Q lower than one indicate that the market perceives 

management to be be poor delivering a return on the assets, relative to other companies. This 
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description is slightly simplified and in this thesis Tobin‟s Q for one company should be seen 

relative to Tobin‟s Q of other companies, which is also the case when using linear regression. 

Thus, Tobin‟s Q is a measure that takes into account the market‟s expectations to future return 

on company assets. If management or blockholders are expected by the market to either harm 

or benefit the performance of the company, this will be captured in Tobin‟s Q. The risk of 

expropriation is therefore induced in Tobin‟s Q. The fact that Tobin‟s Q is partly based on 

market values also gives rise to a number of biases related to, for example, stock market 

fluctuations and low liquidity stocks, whose stock price might not be effectively set by the 

market. 

The calculation of Tobin‟s Q has been done in many different ways (e.g. Chung & Pruit, 

1994; Morck et al., 1988; Maury & Pajuste, 2005; Laeven and Levine, 2008). The problem is 

that both the market value of the assets and the replacement value of assets are hard to 

determine, and effort to calculate them will always be an approximation. Also, the amount of 

debt included in the calculation differs. 

In this thesis I will use the method used by, among others, Laeven & Levine (2008) and La 

Porta et al. (2002) to calculate an approximation to Tobin‟s Q. They calculate the ratio as the 

ratio of the book value of assets minus the book value of common equity and deferred taxes 

plus the market value of common equity to the book value of assets. The formula looks like 

this: 

Tobin′s Q =
 BV A −BV E−DT +MV E

BV A
 (3.1) 

BVA = Total assets. 

BVE = Book value of equity/share capital (all share classes). 

DT = Deferred tax. 

MVE = Market value of equity (balance date). 

Going back to the original definition of Tobin‟s Q the numerator expresses the market value 

of assets and the denominator expresses the replacement value of assets. As a proxy for the 

market value of assets, the book value of assets minus book value of equity minus deferred 

taxes plus market value of equity (market capitalization) is used. As a proxy for the 

replacement value is book value of assets used. 
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Book value of assets is taken directly from the balance sheet. Book value of equity is the sum 

of the share capital of ordinary shares and the share capital of preferred shares, since this is 

the nominal value of all the company‟s equity. The next figure in the formula is deferred tax, 

which is also taken directly from the balance sheet. Market value of equity is set to be the 

market cap of the company on the last trading day of 2008. The market cap is the total value 

of all share classes for companies with more than one share class. This date may vary from 

the balance date for a number of companies who do not have their fiscal year identical to the 

calendar year. 

3.2.2 Return on Assets 

ROA is an accounting based key figure that measures the operational profitability based on 

net income (operational profit) from the income statement and the book value of assets from 

the balance sheet. The ratio is defined as net income relative to total assets and, as the name 

indicates, expresses the company‟s ability to utilize its assets and generate a return on these. 

ROA is less widespread than Tobin‟s Q in the corporate governance literature (e.g. Maury & 

Pajuste, 2005; Thomsen et al., 2006) but is a commonly used performance measure in 

practice. 

ROA is a very industry dependent measure that varies in size from industry to industry. Some 

industries are very asset intensive and require a large initial asset investment in order to 

operate, e.g. mining, telecommunication, railways etc. Other industries are less dependent on 

huge asset investments to produce their output, e.g. pizza bakeries, consulting companies, 

software developers etc. For this reason I use industry dummies as control variables in my 

regression analyses. 

Since the company‟s assets are financed by shareholders funds and debt, ROA can also be 

interpreted as the company‟s ability to invest the funds provided by shareholders and debt 

holders in order to generate a return. This is just another way of thinking compared to the 

definition stated above. 

In relation to measure blockholders impact on company performance, ROA can reveal if 

management do not invest shareholders funds appropriately or if management have 

expropriated assets. It can also reveal if blockholders influence strategies in unprofitable ways 

as well as expropriation by blockholders. The above mentioned cases will all have a negative 

impact on the profit earned and thereby on ROA, relative to well governed companies. 
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In this thesis I will calculate ROA from the following formula: 

𝑅𝑂𝐴 =
(𝐸𝐵𝐼𝑇−𝑇)𝑡

(𝐵𝑉𝐴 ; 𝑡+𝐵𝑉𝐴 ; 𝑡−1)/2
 (3.2) 

EBIT = Operating profit before interest and tax is deducted. 

T = Tax. 

BVA; t = Book value of total assets last year available (t). 

BVA; t-1 = Book value of total assets last year available – 1 (t-1). 

Earnings before interest and tax are taken from the companies‟ income statement and tax is 

afterwards deducted to get the operating profit after tax. This figure gives a more precise 

value of what is left for the owners than e.g. EBIT. Since EBIT is a measure for the earnings 

made through the fiscal year, I calculate the book value of assets as the average of primo and 

ultimo. 

3.2.3 Tobin’s Q vs. ROA 

Since Tobin‟s Q and ROA are different measures the results in the analyses might differ 

dependent on which performance measure that is used. In cases where the results differ I will 

comment on the results and elaborate on why these differences appear. 

The main differences between the two ratios are: 

- Tobin‟s Q measures value whereas ROA measures operational profitability. 

- Tobin‟s Q is based partly on market expectations whereas ROA is a pure accounting 

ratio, which makes Tobin‟s Q forward looking and ROA backwards looking. 

The fact that Tobin‟s Q takes market values and expectations into account whereas ROA is 

based solely on accounting figures makes the biggest difference between the two. Where 

ROA measures only what you can read from the accounts (which can be manipulated by 

management), Tobin‟s Q will also catch the value of intangible assets set by the market as 

well as negative expectations. Both measures of course have drawbacks and none of them are 

better than the input they are based on. Accounting figures can be manipulated by 

management which can make the ratios look better than they are. And even market values are 

only correct under the assumption that markets are efficient. 

For both Tobin‟s Q and ROA I have removed extreme outliers by setting the 2.5 pct. highest 

and lowest values constant to the 97.5 percentile and the 2.5 percentile, respectively. 
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3.3 Design of analysis 

I have now presented my data and the performance measures. In the following section I will 

explain the method used to conduct the analysis and the variables that together constitute the 

analysis design. 

3.3.1  Multiple linear regression analysis 

In the following section I will briefly explain the statistical method used to test my 

hypotheses, the assumptions behind and the interpretation of the output. However, I will not 

go into in-depth explanation of the theory behind regression analysis, as this falls outside the 

scope of this thesis, cf. section 1.2 (Delimitations). 

Regression analysis is a tool to determine if one (or more) variable(s) can predict variations in 

another variable. The variable you try to explain the variations in is called the dependent 

variable (in this thesis Tobin‟s Q and ROA) and the variables you use to explain the variations 

in your dependent variable are called independent variables or predictors. If you have only 

one independent variable you have a simple linear regression model and if you have several 

independent variables you have a multiple linear regression model. 

Multiple linear regression is an extension of the simple linear regression model. You can 

explain simple linear regression visually by plotting your observations for the dependent and 

independent variable into a system of coordinates (scatter diagram) and find the linear 

tendency line that best fits the plots. The least squares principle is used to dertermine this 

tendency line, i.e. the tendency line is placed so the sum of the squares of the vertical 

deviations between the plots and tendency line is minimized (Lind et al., 2008). Since I have 

several variables (including control variables) in this thesis I use multiple linear regression 

analysis. The principle is identical to simple linear regression, but it is more complicated since 

you have more than one independent variable. The multiple linear regression model is now a 

multi dimensional model that predict a linear relation with multiple parameters explaining the 

variations in the dependent variable. The parameters are however still estimated by using the 

least squares method. 

Even though we find independent variables that describe the variations in the dependent 

variable, there will most likely be a residual part that is not explained by any of the 

independent variables. This residual part will in my case be variations in Tobin‟s Q and ROA 

because of company specific things which are not explained by the variables. 
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Formalizing the regression model gives the following expression: 

𝑌~𝑁 𝜇, 𝜎2  (3.3) 

𝜇 = 𝛽0 + 𝛽0 + 𝛽1𝑥1 + 𝛽2𝑥2 + ⋯ + 𝛽𝑛𝑥𝑛 + 𝜖 (3.4) 

Y= Dependent variable. 

N= Indicating dependent variables follow a normal distribution. 

𝜇 = Expected value of the dependent variables. 

𝜎2= Variance of dependent variables. 

𝑥𝑛= Independent variables. 

βn= Parameter estimates. 

ϵ= Error term/residual. 

The first line (3.3) tells that I assume the residual variation in the dependent variables to 

follow a normal distribution (indicated by “N”) with a mean of µ and a variance of σ
2
. The 

mean µ is explained by a number of different variables, xn, the parameters βn and a residual 

part (error term) ϵ, which is illustrated in 3.4. The β-values are found in the regression 

analysis and explain variations in the dependent variables, Y (Overø & Gabrielsen, 2005). 

Merging the formula 3.3 and 3.4 we get the more simple expression for the model: 

𝑌 = 𝛽0 + 𝛽1𝑥1 + 𝛽2𝑥2 + ⋯ + 𝛽𝑛𝑥𝑛 + 𝜖 (3.5) 

I will use SAS to run regression analyses. In the following I will briefly explain which parts 

of the regression output from SAS I am interested in. SAS returns the parameter estimates of 

the β-values which can be plotted into formula (3.5) to get an exact expression for the 

connection between Y and the dependent variables. To determine whether the β-values are 

significantly different from zero I will look at the P-values in the regression output, which 

indicate the significance level of each β-parameter. When reporting results I will indicate if 

results are significant on 1 pct., 5 pct. or 10 pct. level, respectively. 

The determination coefficient, R
2
, tells us how much of the variation in the dependent 

variables that is explained by the independent. A number going towards one means, that the 

model explains the variation in the dependent variable well. 

To control for the robustness of the model a number of tests can be performed to examine 

whether the model and the variables live up to the assumptions behind. The assumption that 
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the residual variation follows a normal distribution can be tested in a normalfractile diagram 

where the plotted x- and 𝜇-fracliles should form a straight line if the assumption is fulfilled. 

One of the assumptions behind the model is that all Y-values have a constant variance of σ
2
. 

This means that absolute variations in Tobin‟s Q and ROA will be independent of the level of 

the two performance proxies. Another assumption is that the mean of Y is µ and is a linear 

function of x. This can be tested together with the constant variance assumption by plotting 

estimated error terms against the estimated µ. If the assumptions hold the plotted values 

should lie together but randomly spread around zero in the residual diagram. As I have stated 

insection 1.2 (Delimitations), I assume that these assumptions are fulfilled and I will not 

perform these tests of the models. 

When there are multiple independent variables in the model (which I will have since I include 

a number of control variables in the analyses) there is a chance that these will be correlated 

with each other. If this correlation is high it is hard to determine which of the predictors that 

actually explain the variation in Y, and the result of the regression is less robust. This is called 

multicollinearity and I will check for this by setting up a correlation matrix. 

3.3.2 Variables 

In this part I will describe the different variables needed to run regression analyses as 

described above in order to test my hypothesis. All regressions will be run twice with 

respectively Tobin‟s Q and ROA as dependent variables. The calculation and the 

interpretation of the two performance measures have already been dealt with in previous part 

so in this section I will focus on the independent variables. A short definition of the variables 

can be seen in table 3.2 on page 56. 

My first hypothesis states that the presence of a single blockholder or a majority shareholder 

affects performance negatively. To test this I will construct a set of dummy variables which 

will reveal not only if blockholders or majority shareholders have a negative effect on 

performance but also how they respectively affect performance. This regression will consist 

of a total of three dummy variables. The first dummy will assume a value of one if there is a 

single blockholder holding more than 4.99 pct. and less than 50.01 pct. and is otherwise zero. 

The second dummy will assume a value of one if there is a majority shareholder holding more 

than 50.00 pct. of the votes and there are no other blockholders and is otherwise zero. The 

third and last dummy is a combined variable of the first two and will assume a value of one if 

there is either one blockholder or a majority shareholder and no other blockholders and is 
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otherwise zero. The reasoning behind this test is to examine if the results presented by 

respectively Stulz (1988) and Morck et al. (1988) (the inverse U relationship) hold for this 

sample, with a limit at 50 pct. for when the incentive effect kicks in. 

The aim of hypothesis 2 is to examine the effect of having multiple blockholders. This 

variable is very straight forward and is constructed as a dummy which assumes the value of 

one if a company has two or more blockholders and is otherwise zero. Again, a blockholder is 

defined as having more than 4.99 pct. and less than 50.01 pct. of the votes. 

Related to hypothesis 2 I have stated a hypothesis 2.a, which is meant to reveal more detailed 

information on multiple blockholder ownership. This hypothesis says that the higher the total 

number of blockholders is, and the higher the total share of the company they hold, the poorer 

the company is performing. To test this I will run a regression with two continuous variables, 

one that express the total number of blockholders and one that expresses the total voting share 

held by blockholders. The definition of blockholders is the same, and voting stakes are 

accumulated for all blockholders. 

Hypothesis 3 states that in a company with a majority shareholder the presence of multiple 

blockholders will have a positive effect on performance relative to a situation with only a 

majority shareholder. To test this hypothesis I will use the two dummy variables described 

above, which indicate if there is 1) a majority blockholder and 2) multiple blockholders. I will 

construct an additional cross variable dummy by multiplying the two dummies. This gives me 

a dummy that will assume a value of one if there is both a majority shareholder and multiple 

blockholders and otherwise zero. 

Hypothesis 4 focuses on the concentration of blockholder ownership and the distribution of 

votes. The hypothesis is that a high concentration of power among blockholders will affect 

performance negatively. To test the effect of concentration I have used the framework from 

the Herfindahl Index to construct a measure for concentration. The Herfindahl Index is 

originally used as a measure for market competition where a small value (going towards 0) 

indicates a competitive market and a large value (going towards 1) indicates a market 

dominated by one or few players. I have calculated the variable HIblock as the sum of the 

squared ownership stakes held by blockholders. This means, that majority shareholders are 

not included in the HIblock calculation but all blockholders are included, regardless of the 

number of blockholders in a single company. In this thesis a high HIblock value indicates that 
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control of the company is concentrated in the hands of one or few blockholders and a low 

HIblock value indicates that the control is more dispersed among blockholders. 

To examine hypothesis 4 I will run a regression which includes both HIblock and the total 

number of blockholders as variables. By including both HIblock and the variable for the total 

number of blockholders I will be able to see not only the impact of a high concentration but 

also what impact the number of blockholders has if concentration is either high or low. 

To examine the internal structure of blockholders further I also construct a variable which I 

call HIdiff. HIdiff is calculated in the same way as HIblock but is based on the differences in 

the voting stakes between the largest and the second largest blockholder, the second largest 

and the third largest blockholder etc. These differences are squared and summed. The two 

variables HIblock and HIdiff are both measures of how votes are distributed among 

blockholders and are expected to have a high correlation. 

Hypothesis 5 states that companies who are owned partly through a pyramid structure 

perform worse than other companies. The construction of the ownership database from 

BvDEP, which I have explained in section 3.1.2 (Sample), makes it possible to identify 

companies with pyramid structures. I will test this by constructing a dummy which assumes a 

value of one if the sum of all ownership shares exceeds 100 pct. and is otherwise zero. 

My last hypothesis is not very specific but states that there is a connection between the 

identity of blockholders and the performance of the companies they own. I will examine this 

hypothesis by constructing a number of dummy variables that will describe different identities 

and compositions of different identities.  

The first dummies are constructed to identify if there is a family, government, managerial, 

financial institution or private equity owner, respectively, among the three largest 

blockholders. These dummies are only activated if there is also multiple blockholders in the 

circle of owners. To test the effect of having more than one family as blockholders, I have 

also constructed a dummy that is activated if there is more than one family among the three 

largest blockholders. This variable is only made for family blockholders since there is no 

theory or research that points in the direction of a general problem for other types of 

identities. 

To test different compositions of blockholders I have constructed dummy variables that are 

activated if there are two specific identities represented among the three largest owners. These 
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variables are constructed on the basis of the compositions previous research has found to be 

interesting in either negative or positive direction. 

The reason why I have focused my attention on only the three largest blockholders is an 

assumption that most power will be in the hands of these three. 
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Table 3.2 – Description of variables 

Variables Variable description 

    

TobinsQ q = (BVA-BVE-Deferred tax+MVE)/BVA  

ROA (EBIT-T)/(BVAt+BVAt-1)/2 

singleblockholder Dummy that assumes a value of one with the presence of a single blockholder and is otherwise 
zero. 

Majoronly Dummy that assumes a value of one with the presence of a majority shareholder and no other 
blockholders and is otherwise zero. 

Major Dummy that assumes the value of one with the presense of a majority shareholder. 

singleblockormajoronly Cross variable which assumes the value of one with the presence of one blockholder or a majority 
shareholder and no other blockholders and otherwise zero. 

Multipleblocks Dummy that assumes a value of one with the presence of two or more blockholders and is 
otherwise zero. 

number Continous variable which express the total number of blockholders in the circle of owners. 

Totalblock Continous variable which express the total share of the votes held by blockholders. 

majorxmulblock Cross variable dummy which assumes the value of one if there is both a majority shareholder and 
multiple blockholders present and otherwise zero. 

HIblock Continous variable which measures the comcentration of power among all blockholder on the 
Herfindahl Index [share(1)^2 + share(2)^2 +...+share(n)^2 = HI]. If a company has a majority 
shareholder the variable assumes the value of one. 

HIdiff Continous variable that measures the squared differences in in voting power among blockholders 
[((share(1)-share(2))^2+((share(2)-share(3))^2+...+((share(n)-share(n+1))^2=HI diff.]. Majority 
shareholders are excluded from the calculation and the calculation of the value for the smallest 
blockholder is calculated as the differende in voting shares to the largest minority shareholder. 

pyramid_dummy Dummy that assumes the value of one if the total ownership share registered by BvDEP exceedes 
100 pct. and is otherwise zero. 

fam_max Dummy that assumes the value of one if a family is represented as owner among the three 
largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

gov_max Dummy that assumes the value of one if a government is represented as owner among the three 
largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

man_max Dummy that assumes the value of one if the management group or employees is represented as 
owner among the three largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

fin_max Dummy that assumes the value of one if a fianacial institution is represented as owner among the 
three largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

pe_max Dummy that assumes the value of one if a private equity fund is represented as owners among 
the three largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

fam_over1 Dummy that assumes the value of one if more than one family is represented as owners among 
the three largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

fin_pe Dummy that assumes the value of one if both a financial institution and a private equity fund is 
represented as owners among the three largest blockholders (4.99 pct.-50.01 pct.) and is 
otherwise zero. 

gov_fin Dummy that assumes the value of one if both a financial institution and a governmant is 
represented as owners among the three largest blockholders (4.99 pct.-50.01 pct.) and is 
otherwise zero. 

fam_pe Dummy that assumes the value of one if both a family and a private equity fund is represented as 
owners among the three largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

fam_fin Dummy that assumes the value of one if both a family and a financial institution is represented as 
owners among the three largest blockholders (4.99 pct.-50.01 pct.) and is otherwise zero. 

Table 3.2: Description of variables used in the analysis. 
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3.3.3 Control variables 

In order to ensure that the independent variables described above are actually the predictors of 

Tobin‟s Q and ROA, a number of control variables which have been found by researchers to 

impact the company value and performance proxies are included. If not including these 

variables one can doubt whether there are other factors which influence performance to a 

greater extent than my variables. For an overview of control variable see appendix 2. 

Company size has been found to have an impact on the performance proxies. Maury and 

Pajuste (2005) argue that company size will affect performance in negative direction since 

they in general are more mature, i.e. smaller companies have better growth opportunities. 

Classens et al. (2002) conversely argue that larger and more mature companies have a lower 

risk of financial distress, get more attention from analysts, and are more liquid in stock 

markets, which should affect value positively. For this reason I do not make prejudiced 

expectations to which direction the influence is. Company size is measured as the logarithm 

of total assets. 

Closely related to the company size is company age, since mature companies tend to be larger 

than younger companies (Classens et al. (2002). Following the same reasoning as for 

company size it is hard to predict the impact from firm age. The firm age variable is measured 

as the year 2008 minus the year of incorporation. 

Financial leverage can also affect value and performance proxies. Maury and Pajuste (2005) 

state that by limiting the free cash flows in the company, leverage can reduce the risk of profit 

diversion, but leverage also increase the risk of financial distress. Again I can only point out 

that there might be a connection without being able to specify it. Financial leverage is 

measured by book value of all long term liabilities (non-current liabilities) divided by total 

assets. 

Growth can also affect the performance measures and I control for this by using the growth 

rate in net sales from year 2007 to 2008 as control variable. I expect positive growth to have a 

positive impact on value and performance. 

Related to growth I use capital expenditures (capex) relative to sales as a proxy for future 

growth, as I assume that companies with large capital expenditures invest in assets which will 

deliver a return in the future. This will affect Tobin‟s Q positively but might have no effect on 

ROA since this measure is not affected by future development. I have calculated capex as the 



58 

 

change in total liabilities from 2007 to 2008 subtracted from the change in total assets from 

2007 to 2008. I have not tried to identify the maintenance part of capex and growth part of 

capex but regarded it as a proxy for investments in growth. 

For all continous control variables, except firm age, extreme outliers has been removed by 

setting the 2.5 pct. highest and lowest values constant to the 97.5 percentile and the 2.5 

percentile, respectively. 

Tobin‟s Q and ROA vary within industries because of industry specific asset intensity, as I 

have commented on previously. Some industries requires large assets to operate which will 

result in lower return on assets whereas others requires only small assets in order to operate 

which will affect return on assets positively. To account for industry effects I have divided my 

sample into ten industries, on the basis of the European NACE rev. 2 standard, since all 

companies in the sample is denoted with a NACE code. Since the NACE categorization is not 

necessarily pooling companies with the same levels of asset intensity I have made a few 

rearrangements for some of the categories. For example, telecommunications is in the 

standard categorization in the Information and Communication industry together with 

software programming, which is an industry which is not very asset intensive. For this reason 

I have chosen to re-categorize telecommunications and place it within the transport industry. 

Since the NACE standard operates with 22 industries at the overall level, I have also pooled 

some categories to limit the number of industries used in the analysis
14

. I have based both 

rearrangements and pooling on other industry categorizations, for example the Standard 

Industry Classification, SIC. 

3.3.4 Causality 

It is off course relevant to raise the question of cause and effect. Do investors hold large 

stakes in companies because they do well or do they do well because investors hold large 

stakes? In my analysis I assume that blockholder ownership causes either high or low 

performance, but one could also argue that high performance will cause large blockholdings, 

and low performance will cause smaller stock holdings. The reasoning is that investors will be 

more prone to invest a large share of their wealth in a company that performs well than in a 

poor performing company. 

                                                 
14

 See appendix 3 for original NACE categories and pooled categories. 
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First, I will apply simple portfolio theory to argument that good company performance does 

not cause large blockholdings. From a diversification viewpoint it does not make sense to 

increase your ownership in a company that outperforms the rest of your portfolio, since this 

will result in overexposure in the specific company. It will be more meaningful to decrease 

the ownership share as the value increases in order to hold a balanced portfolio. Following 

this reasoning it intuitively makes more sense that shareholders increase their holdings in low 

or average performing companies in order to make them perform better, if they have the skills 

and sufficient capital. 

Conversely there are cases where one can imagine that portfolio theory is ignored, e.g. 

families holding large stakes in companies. A founding family could very well have sold out 

if the company later delivered poor performance but held on to a large stake if the company 

performs well. This would be an example of reverse causality. Also managerial holdings 

given as incentives could be subject to reverse causality, since one could imagine that they 

would hold on to the shares as long as the company performed well. However, this would 

make very little sense from a diversification viewpoint since they have also invested their 

human capital in the company. 

Thomsen et al. (2006) use Granger causality tests to assess cause and effect in relation to 

blockholder ownership and performance. They find that blockholder ownership is not 

influenced by changes in valuations. In the corporate governance literature it is also a general 

perception that the causation goes this way, and the arguments that it should go the other way 

are not very strong. 
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4 Analysis 

In section two I went through the theoretical background for multiple blockholder ownership 

and performance and stated seven hypotheses about the relationship. In section three I 

explained how to test these hypotheses. In this section I will link the two following sections 

and conduct an analysis in which I will test my hypotheses. First I will describe what data on 

the surface tells about the sample. I will go through this in order to better know the sample 

and hence better understand the results from my regressions. 

4.1 Descriptive statistics 

Table 4.1 on page 61 summarizes the mean, median and standard deviations for the dependent 

and independent continuous variables. For the dummy variables the percentage of companies 

with the characteristics described by the dummy in the total sample is shown. 

The mean of ROA is relatively low which is very likely due to the high standard deviation 

caused by outliers, even though I have removed the most extreme outliers from data. Later in 

this section I will argue that the median of 4.40 pct. is probably more representative than the 

mean. For Tobin‟s Q the mean and the median are both higher than one indicating that 

markets in general expect that companies in the sample are capable of getting more value out 

of assets than others. In theory I would expect the mean of Tobin‟s Q in the sample to be 

close to 1 because of the size of the sample. This underlines that Tobin‟s Q should be assessed 

relative to other Q-values. 

As the table shows, the average number of blockholders is four and the average total share of 

the votes held by blockholders is 42 pct. It does not make sense to comment on HIdiff and 

HIblock since these measures only make sense in comparison. 
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Table 4.1 - Summary statistics 

Dependent variables:       
  Mean Median St. dev. 

Return on Assets 1.97 4.40 11.64 
Tobin´s Q 1.53 1.34 0.61 
  

  
  

Independent continous variables:     
  Mean Median St. dev. 
number 4.1 4.0 2.9 
Totalblock 0.42 0.37 0.33 
HIblock 0.0718 0.0372 0.0905 
HIdiff 0.0184 0.0029 0.0361 
  

  
  

Independent dummy variables: 
 

  
  Pct. 

 
  

singleblockholder 7.91 
 

  
Majoronly 5.03 

 
  

Major 16.73 
 

  
singleblockormajoronly 12.94 

 
  

Multipleblocks 82.38 
 

  
majorxmulblock 11.70 

 
  

pyramid_dummy 20.26 
 

  
fam_max 22.82 

 
  

gov_max 2.44 
 

  
man_max 0.70 

 
  

fin_max 67.75 
 

  
pe_max 10.48 

 
  

fam_over1 7.98 
 

  
fin_pe 14.24 

 
  

gov_fin 1.73 
 

  
fam_pe 8.15 

 
  

fam_fin 1.82     
Table 4.1: Summary statistics for all variables used in the analysis. 

 For summary statistics for control variables see appendix 4. 

Turning to the dummy variables we see that 82.4 pct. of companies have multiple 

blockholders in the circle of owners and 7.9 pct. of companies have a single blockholder. This 

high percentage of companies with blockholder ownership underlines the importance of 

examining the area. 16.7 pct. have a majority shareholder and 5 pct. have a majority 

shareholder and no blockholders. 11.7 pct. have both a majority shareholder and multiple 

blockholders. In 20.2 pct. of companies there is a pyramid structure. 
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I will not comment on the dummy variables for identity (fam_max, gov_max etc.) because I 

will do this more detailed later in this section. The combination variables however deserve a 

comment. In 8 pct. of companies there are more than one family represented among the three 

largest owners and in 14.2 pct. a financial institution and a private equity fund is represented. 

Also families and private equity funds have a relatively high representation, most likely 

because private equity funds often take part in generational changes in companies. The 

combinations governments and financial institutions and families and financial institutions are 

not very common. 

In table 4.2 on page 63 a more nuanced picture of country differences is revealed. In this table 

I have chosen not to show the variables used in the analysis but instead a number of 

characteristics about ownership which describe the sample. Furthermore ROA and Tobin‟s Q 

are shown for the single countries in the right side of the panel and for the descriptive 

variables in the bottom of the panel. The first thing to note is that US companies comprise 

45.8 pct. of the sample, followed by UK, France and Germany. Portugal Italy and Austria are 

topping the list of countries with many majority shareholders, as more than 40 pct. of 

companies in the three countries have a majority owner. Not surprisingly US and UK have the 

lowest representation of majority owners. 

In all countries represented in the sample multiple blockholder ownership is dominating. Italy 

has the lowest share of companies with multiple blockholders (68.1 pct.) and Spain the 

highest (93.8 pct.). The figures show that in almost all of the countries in the sample the 

majority of companies have multiple blockholders. This fact indeed supports the need for 

more research on the effects of blockholder ownership on company performance.
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Table 4.2 – Summary statistics on country level 

    

Observations 
(pct.) 

Major 
(pct.) 

1 block 
(pct.) 

Multiple 
blocks 
(pct.) 

Dispersed 
(pct.) 

Average 
blockholder 
ownership 

(pct.) 

Average 
number of 

blocks 

  ROA Tobin's Q 

Country n   Mean Median Std. dev. Mean Median Std. dev. 

Greece 186 3.2 24.2 12.4 70.4 17.2 18.0 3 
 

2.08 3.61 11.62 1.17 1.08 0.47 

Portugal 40 0.7 52.5 7.5 90.0 2.5 15.7 5 
 

3.80 4.27 5.33 1.17 1.09 0.40 

Luxembourg 23 0.4 34.8 13.0 69.6 17.4 16.3 3 
 

8.99 7.28 8.80 1.23 1.15 0.47 

Italy 210 3.6 42.9 9.0 68.1 22.9 14.8 3 
 

2.56 3.54 7.62 1.27 1.16 0.50 

Austria 69 1.2 42.0 5.8 72.5 21.7 15.3 3 
 

1.94 2.93 8.75 1.26 1.17 0.37 

Norway 112 1.9 16.1 3.6 90.2 6.3 14.1 5 
 

2.27 4.47 10.31 1.32 1.21 0.43 

Belgium 93 1.6 25.8 6.5 76.3 17.2 17.0 3 
 

5.04 5.20 10.18 1.34 1.23 0.65 

France 512 8.8 37.5 4.7 77.5 17.8 14.9 3 
 

3.92 4.53 10.27 1.38 1.23 0.62 

Germany 495 8.5 34.5 6.9 79.6 19.6 15.0 3 
 

2.44 4.21 13.04 1.40 1.24 0.66 

Denmark 86 1.5 20.9 5.8 89.5 4.7 13.4 4 
 

3.08 4.53 10.21 1.54 1.28 0.80 

UK 771 13.2 7.0 4.8 91.7 3.5 10.5 6 
 

2.32 3.96 12.84 1.44 1.29 0.60 

Spain 112 1.9 28.6 0.0 93.8 6.3 11.2 8 
 

4.47 4.82 7.73 1.55 1.30 0.89 

Sweden 208 3.6 12.0 10.0 78.0 12.0 13.7 4 
 

4.94 5.68 10.76 1.52 1.33 0.67 

Netherlands 104 1.8 22.1 3.8 89.4 6.7 11.6 6 
 

4.36 5.54 9.18 1.44 1.34 0.42 

Finland 104 1.8 9.6 13.5 76.0 10.6 12.2 3 
 

5.55 6.13 7.01 1.50 1.36 0.55 

Ireland 37 0.6 10.8 8.1 89.2 2.7 13.2 5 
 

0.80 3.70 14.01 1.50 1.38 0.65 

USA 2667 45.8 7.9 9.6 83.8 6.5 9.6 4 
 

0.16 4.45 17.69 1.73 1.49 1.01 

Mean     25.2 7.4 81.5 11.5 13.9 4.2               

ROA 

Mean 1.79 2.92 0.73 0.83 2.74 
         Median 4.40 4.30 4.68 3.95 4.28 
         

Std. div. 14.61 14.67 19.64 15.09 19.94 
         

Tobin's Q 

Mean 1.55 1.47 1.61 1.54 1.60 
         

Median 1.34 1.25 1.40 1.34 1.30 
         

Std. div. 0.84 0.82 0.99 0.83 1.44 
         Table 4.2: Summery statistics for different characteristics on country level. Total number of companies in the sample is 5,829.
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The column dispersed indicates the share of companies in each country who are characterized 

by having no shareholders with 5 pct. or more of the votes. Even though these figures in 

general are in line with the figures for multiple blockholder ownership, i.e. countries with a 

large share of companies with multiple blockholders have low levels of dispersed ownership 

and vice versa, they contribute to the understanding and overall picture of ownership across 

countries.  

Average blockholder ownership is the average size of the blocks for companies who have one 

or more blockholders. These figures give us an indication on the overall size of blockholders 

in different countries and show that USA has the smallest blockholders and Greece the 

largest. Related to the average ownership of blockholders we have the average number of 

blocks.  

In the right side of the panel, mean, median and standard deviation for ROA and Tobin‟s Q 

for each of the countries represented in the sample are shown. As I have commented on earlier 

the standard deviation for ROA in some cases is relatively high which results in large 

deviations between the mean and median, which is why the median might give a better 

indication of the level of ROA for countries with high standard deviations, e.g. USA. The 

highest ROA medians are presented by Luxembourg, Finland, Sweden and Netherlands 

whereas Austria, Greece, Italy and Ireland stand for the lowest medians. Looking at Tobin‟s 

Q, USA, Ireland, Finland and Netherlands lie in the high end whereas Greece, Portugal, 

Luxembourg and Italy lie in the lower end. 

In the bottom of the panel ROA and Tobin‟s Q for companies with major shareholder, a 

single blockholder, multiple blockholders and dispersed ownership can be seen. The column 

Observations show the mean, median and standard deviation for the total sample. I will not 

try to conclude anything from these values since I will run regression analyses on some of the 

variables later. 

In table 4.3 on the next page is shown the distribution of the identity of majority shareholders 

and the three largest blockholders. Financial companies, individuals and families, and 

industrial companies are the dominating owners. The figures show that financial companies 

are more often represented as blockholders than as majority shareholders and that their 

representation increases as the size decreases. For individuals and families and for industrial 

companies the case is the opposite and the representation decrease as the size decrease. It is 

also worth noticing that private equity owners are more common as blockholders than 
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majority shareholders. This might be because they strive to delist companies when they reach 

a certain ownership stake. 

Table 4.3 – Distribution of owner identities 

Ownership identity (pct.) Majority 
shareholder 

Largest 
blockholder 

2. largest 
blockholder 

3. largest 
blockholder 

Employees, managers or directors. 0.21 0.28 0.38 0.26 
Financial companies 20.43 57.99 63,74 67.74 
One or more known individuals or families. 26.49 17.63 14.31 12.52 
Other 1.33 0.68 0.49 0.36 
Other industrial companies. 47.64 16.80 14.46 12.93 
Private equity. 2.36 5.42 5.20 4.97 

Public authorities, states and governments. 1.54 1.18 1.39 1.23 
Table 4.3: Identity of majority shareholders and the three largest blockholders as a percentage of total number 

of majority shareholders, largest blockholders, second largest blockholders and third largest blockholders, 

respectively. 

To test for multicollinearity among the variables I have set up a correlation matrix including 

all variables used in the regression analyses. Table 4.4 shows correlation coefficients for all 

the variables used in my regressions. The bottom row in the panel makes it possible to 

identify columns with high correlation coefficients. Lind et al. (2008) set a general upper limit 

of 0.7 for correlation coefficients to make sure that variables do not cause negative effects to 

the regression analyses. 

Looking closer at table 4.4 on page 66 reveals that a number of correlations exceed the limit 

mentioned above. However, it is only in the case where two variables with high correlations 

are used in the same regressions that are a cause for concerns. The only case in which two 

variables with high correlation are used in the same regression is when I run a regression on 

the number of blockholders (number) and the total ownership share held by blockholders 

(Totalblock). The correlation between the two variables is 0.79. In this case I will have to 

reconsider the design of the specific regression. 

It is also worth noticing, that the correlation between ROA and Tobin‟s Q is relatively low 

(0.31), which indicate that the two might show different results when running regressions 

with them as dependent variables.
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Table 4.4 – Correlation matrix with all variables and control variables used in the analysis 
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4.2 Regression analyses 

In the following I will present results from testing my hypothesis on the data sample. I will go 

through my hypotheses one by one and comment on the results. All regressions are run with 

the control variables described in section 3.3.3 (Control variables) but these are not 

commented on. Note that hypothesis five and six comes in reversed order. I use SAS to run 

linear regressions
15

. 

4.2.1 Testing hypothesis 1 

I am starting out examining the effect on performance by having either one blockholder or a 

majority shareholder with ownership otherwise dispersed, i.e. no other shareholders holding 

more than 5 pct. of the voting rights. Hypothesis 1 predicted that companies with either a 

single blockholder or a majority shareholder would have poor performance relative to other 

companies. My regression shows that the effect of a single blockholder or a majority 

shareholder is insignificant on both ROA and Tobin‟s Q
16

. Also the variable assuming the 

value of one if there is a single blockholder or a majority shareholder is insignificant. 

In relation to hypothesis 1 I also explained that the size of blockholders might be an important 

factor when assessing their inclination to expropriate the company (Stulz (1988) and Morck et 

al. (1988)). By running a regression on the two dummy variables, that indicate if there is a 

single blockholder and/or a majority shareholder, this can also be rejected. As I mentioned in 

section 2.2.3 (Blockholder ownership and performance) the inverse U framework was 

originally developed to address managerial blockholdings and the framework can apparently 

not be transferred to a more general sample. 

As I have touched upon earlier, different types of shareholders have different objectives and 

agendas and some types might be more prone to expropriation than others. As it is shown in 

table 4.3 in previous section there is a large share of financial institutions as majority 

shareholders and largest shareholder, who in general are being considered as optimizing 

shareholder value, which might be part of the explanation why we do not find the negative 

effect I expected. 

                                                 
15

 See appendix 5 for SAS regression models. 
16

 See regression output in appendix 6. 
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Running a regression on a sub sample only consisting of companies without majority 

shareholders also show insignificant results for the single blockholder dummy variable
17

. 

4.2.2 Testing hypothesis 2 

Hypothesis 2 stated that the effect of having multiple blockholders in the circle of owners 

should be positive on performance. 

Running a regression on the multiple blockholder dummy show a negative, but insignificant, 

effect on both ROA and Tobin‟s Q. Again, there can be different explanations to this. One is 

the same as the previous that I have not taken the identity of blockholders into 

consideration
18

. 

To examine multiple blockholders‟ effect further I ran a regression with the same variable but 

on a sub sample consisting of 4,854 companies who have no majority shareholder
19

. This 

gives the same result as the previous, namely that the presence of multiple blockholders have 

no significant effect on either ROA or Tobin‟s Q. These results undermine the hypothesis that 

multiple shareholders in general have a positive effect on company performance regardless of 

other factors. 

As I stated in hypothesis 2.a. the total number of blockholders and their ownership share 

might also influence performance. To test this I originally planned to run a regression with the 

total blockholder ownership and the number of blockholders as independent variables. The 

results for this regression did not show meaningful results
20

, which might be a consequence of 

multicollinearity, cf. section 4.1 (Descriptive statistics). Running regressions with the two 

variables individually gives the results summarized in table 4.5 on the next page. 

  

                                                 
17

 Regression output not reported. 
18

 See regression output in appendix 7. 
19

 Regression output not reported. 
20

 Regression output not reported. 
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Table 4.5 – Regression results hypothesis 2 

Variables ROA Tobin's Q 
      

Totalblock 0.32920 -0.14811*** 
  (0.4142) (<0.0001) 

number -0.04218 -0.00469* 
  (0.3604) (<0.0754) 

Table 4.5: Regression results from testing the total blockholder ownership share and the number of blockholders 

effect on ROA and Tobin’s Q. P-values in parenthesis. See appendix 8-9 for full regressions results. 

*=Significant on 10 pct. level, **= Significant on 5 pct. level, ***=Significant on 1 pct. level. 

The hypothesis that a high ownership share held by blockholders and a high number of 

blockholders have negative effect can to a certain extent be accepted. The regressions show a 

significantly negative effect on Tobin‟s Q but no significant effect on ROA. In relation to the 

results I just found, that the presence of multiple blockholders alone does not have any effect 

on performance, this result indicate that I might be able to find certain connections when 

focusing on specific conditions regarding blockholder ownership. In this case I interpret the 

results so that the market incorporate a risk of expropriation when blockholders are many and 

they hold a large share, but it is not possible to track a negative effect in the operational 

performance of companies. 

What might be of importance is the structure and the concentration of blockholders. Many 

small blocks might have other objectives than few large blocks. I will test this in section 4.2.4 

(Testing hypothesis 4). 

4.2.3 Testing hypothesis 3 

Hypothesis 3 states that multiple blockholders will have a positive effect on performance in 

companies with majority shareholders relative to companies with majority shareholders but 

no blockholders. I have tested this by running a regression with three dummy variables; one 

for multiple blockholders, one for a majority shareholder, and one cross variable assuming a 

value of one if there is both multiple blockholders and a majority shareholder. 

The two variables multipleblocks and majoxmulblock both turn out to be insignificant, but the 

majority dummy show a positive significant effect on ROA and a negative significant effect 

on Tobin‟s Q
21

. The regression does not confirm the hypothesis and I have also run 

regressions only with the multiple blockholder dummy on a sub sample consisting solely of 

                                                 
21

 See regression output in appendix 10. 
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companies with majority shareholders
22

. These regressions come out with the same results, 

namely that there is no significant effect. The fact that majority shareholders come out 

significant show that they might be beneficial to company performance but the market doubt 

the trustworthiness of majority shareholders in the valuation. 

4.2.4 Testing hypothesis 4 

Hypothesis 4 states that the concentration of the votes among blockholders and the 

differences in voting stakes held by blockholders might have an effect on how blockholders 

use their power and thereby on performance. Running regressions on the HIblock variable and 

including the number of blockholders as a variable I can test the effect of having many votes 

concentrated in the hands of few blockholders parallel with testing the impact from the 

number of blockholders. The number of blockholders is interesting because concentration can 

be high regardless of the number of blockholders, and the number might be a decisive factor 

for how the power is used if concentration is either high or low. As table 4.6 shows, ROA is 

positively and significantly affected by the concentration whereas Tobin‟s Q is negatively and 

also significantly affected. The number of blockholders has a negative effect on ROA but no 

significant effect on Tobin‟s Q
23

. 

The results indicate that if few blockholders have sizeable power it seem to improve the 

operation of a company whereas the market incorporate the risk of expropriation in the 

valuation. We also see that concentration has a higher explanatory power than the number of 

blockholders. When running a regression on the two variables parallel I find, as mentioned, a 

negative effect on the operational performance from the number of blockholders. 

Table 4.6 – Regression results hypothesis 4 

Variables ROA Tobin's Q 
      

HIblock 5.01884*** -0.72005*** 
  (0.0014) (<0.0001) 

Number -0.09706* 0.00309 
  (0.0511) (0.2671) 

HIdiff 10.38567*** -1.60231*** 
  (0.0049) (<0.0001) 

Table 4.6: Regression results from testing blockholder concentration, total number of blockholders and 

distribution of votes on ROA and Tobin’s Q. P-values in parenthesis. See regression results in appendix 11-12. 

*=Significant on 10 pct. level, **= Significant on 5 pct. level, ***=Significant on 1 pct. level. 
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 Regression output not reported. 
23

 See regression output in appendix 11. 
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The other measure for votes controlled by blockholders is HIdiff., which measures the 

differences in the votes held by blockholders. This variable is run in a regression by itself. Not 

surprisingly the regressions show the same picture as the previous, namely a significantly 

positive effect on ROA but a negative effect on Tobin‟s Q. These results underlines the results 

just found that not only are ROA affected positively by high concentration, a high difference 

in the votes held have the same effect, and vice versa on Tobin‟s Q. 

Running the same regressions as described above on the sub sample only with companies 

without majority shareholders gives more or less the same results
24

. 

The effect on Tobin‟s Q is in line with my expectations and the hypothesis. It confirms that 

high concentration and an uneven distribution of votes increase the risk of blockholders 

expropriating companies and form coalitions with wrong objectives. The fact that ROA is 

affected positively confuses a bit but can be explained by the fact that we need more detailed 

information about blockholders identity and investor protection to draw conclusions, which I 

will go into in section 4.2.7 (Testing hypothesis 7) and section 4.2.4. (Testing hypothesis 6), 

respectively. 

Before testing hypothesis 5 and the impact from pyramid structures on performance I will 

examine what role different levels of investor protection play in the framework of multiple 

blockholder ownership and performance, which my hypothesis 6 was concerned about. 

4.2.5 Testing hypothesis 6 

When creating two sub samples consisting of countries with respectively high and low levels 

Anti-self-dealing (ASD) I am able to test the effect of blockholder ownership dependent on 

level of investor protection. Countries with ASD above 0.5 are categorized as high level 

investor protection and countries with ASD under 0.5 are categorized as low level investor 

protection. In the high level category we find USA, UK, Ireland and Belgium and a total of 

3,568 companies and all other countries and a total of 2,261 companies are in the low level 

category. 

Table 4.7 on page 72 shows the results from regressions run on the multiple blockholder 

dummy as independent variable. The effect from multiple blockholder ownership turns out to 

be significantly positive with regard to ROA in countries with low levels of ASD, and 

significantly negative on Tobin‟s Q in countries with high levels of ASD. 

                                                 
24

 Regression output not reported. 
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Table 4.7 – Regression results hypothesis 6 

Variable High Anti-self-dealing-index Low Anti-self-dealing-index 
  ROA Tobin's Q ROA Tobin's Q 

Multipleblocks -0.71878 -0.06433** 0.79736** -0.00988 
  (0.1758) (0.0245) (0.0477) (0.6860) 

Table 4.7: Regression results from testing multiple blockholders effect on ROA and Tobin’s Q run two sub 

samples consisting of high and low ASD-countries, respectively. P-values in parenthesis. For regression results 

see appendix 13-14, respectively. *=Significant on 10 pct. level, **= Significant on 5 pct. level, ***=Significant 

on 1 pct. level. 

Hypothesis 6 stated that in countries with low levels of investor protection multiple 

blockholders will play a more valuable role relative to countries with high levels of investor 

protection. This hypothesis is confirmed on ROA which indicates that in companies in low 

level investor protection countries the presence of multiple blockholders improves the 

operation of the company. As we also note, Tobin‟s Q is affected negatively in countries with 

high levels of investor protection. An explanation to this can be that in countries where 

minority investors are well protected by the law blockholders do not have the same role, and 

the market instead incorporate the risk that they influence companies in unfavorable ways, 

without necessarily violating the law. These results are interesting since they reveal that 

multiple blockholders does have an effect on performance and can work as an important 

governance mechanism, but the role depends on how well investors are protected by the law. 

These results are stronger than I expected since I did not expect the effect to be negative high 

level countries. 

Testing hypothesis 1 on the two sub samples still leaves me with insignificant results
25

. I also 

tested the two variables HIblock and HIdiff on the two sub samples. These regressions show 

more interesting results, see table 4.8 on page 73. Note that HIdiff affects Tobin‟s Q negative 

in both high and low levels ASD countries, but we also see that ROA is positive in high level 

ASD countries. HIblock only affects Tobin‟s Q negatively in high level countries. These 

results suggest that the effect from concentration among blockholders is more pronounced in 

high level ASD countries, both in positive and negative direction. This indicates that in 

countries with high level ASD an uneven distribution of votes might result in blockholders 

forming beneficial coalitions which contribute to the operation of the company with 

something positive whereas the market values this structure as a risk which results in a lower 

valuation. It could also be a signal that high concentration of votes creates the right incentives 

in high level ASD countries, but the market instead fear that high concentration results in 
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 Regression output not reported. 
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expropriation. It would be natural to expect the negative effect on Tobin‟s Q to be higher in 

low level ASD countries; but blockholders might have an important monitoring role in these 

countries that overrule the negative effect. 

Table 4.8 – Regression results hypothesis 6 

Variables High Anti-self-dealing-index Low Anti-self-dealing-index 
  ROA Tobin's Q ROA Tobin's Q 

HIblock 3.5189 -0.81581*** -0.02116 -0.12515 
  (0.1608) (<0.0001) (0.9891) (0.1848) 

Hidiff 14.00748** -1.26652*** -4.331593 -0.55327** 
  (0.0319) (0.0003) (0.2561) (0.0168) 

Table 4.8: Regression results from testing the effect of concentration and distribution of votes among 

blockholders on ROA and Tobin’s Q run two sub samples consisting of high and low ASD-countries, 

respectively. P-values in parenthesis. See appendix 15-18 for regression outputs. *=Significant on 10 pct. level, 

**= Significant on 5 pct. level, ***=Significant on 1 pct. level. 

Hypothesis 6 is definitely confirmed since the effect of multiple blockholders showed a clear 

picture. I can therefore conclude that the level of investor protection is important for the role 

of multiple blockholders. 

4.2.6 Testing hypothesis 5 

Now I will get back to hypothesis 5 which I passed earlier. Hypothesis 5 states that if a 

company is partly owned in a pyramid structure performance will be affected negatively. The 

reason why I have postponed the examination of pyramid structures is to be able to test this 

on different levels of investor protection. Howerver, in the theoretical section this order was 

not suitable. 

Table 4.9 on the next page shows the results from three regressions run on three different 

samples with a pyramid dummy as explaining variable. We see that on the full sample and in 

countries with high levels of investor protection Tobin‟s Q is affected negatively whereas the 

effect in low level ASD countries is positive. The two first results are in line with my 

expectations, but in the case of low level ASD I would expect the effect to be negative. This 

indicate that pyramids does not always have dishornest intensions but might also be 

concerned with shareholder value, and in low level ASD countries they might even work as a 

monitoring mechanism. It must be assumed that investors who hold shares through pyramid 

structures often hold a large relatively stake which gives them at least some sort of power. 

The only result that is statistically significant for ROA is on the full sample. This result is also 

surprisingly positive. The only explanation I can find to this result is that shareholders who 
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own shares through pyramid structures are likely to hold relatively large stakes, in terms of 

cash flow rights as well as voting rights, which align incentives with other shareholders. 

Table 4.9 – Regression results hypothesis 5 

Variable Full sample High Anti-self-dealing-index Low Anti-self-dealing-index 
  ROA Tobin's Q ROA Tobin's Q ROA Tobin's Q 

Pyramid dummy 0.69157** -0.10684*** 0.49656 -0.15157*** 0.34964 0.04131* 
  (0.0376) (<0.0001) (0.3246) (<0.0001) (0.3641) (0.0772) 

Table 4.9: Regression results from testing the effect of pyramid structures on ROA and Tobin’s Q run on the full 

sample and on two sub samples consisting of high and low ASD-countries, respectively. P-values in parenthesis. 

See appendix 19-21 for regression outputs. *=Significant on 10 pct. level, **= Significant on 5 pct. level, 

***=Significant on 1 pct. level 

Summing up, hypothesis 5 is partly confirmed, but the results do not show a uniform picture. 

4.2.7 Testing hypothesis 7 

My last hypothesis revolves around the identity of blockholders and how they affect 

performance. The hypothesis is very unspecific since I will examine a number of different 

identities and compositions which are all expected to affect performance in different ways. I 

have run regressions both on the full sample and on the two sub samples with high and low 

level ASD, respectively. The results of the regressions are reviewed in table 4.10 on page 78. 

Starting with families, we see that ROA is significantly positive and Tobin‟s Q is significantly 

negative for the full sample. This result might be explained when we look at the results for the 

two sub samples, where we see that Tobin‟s Q is significantly negative in low level ASD 

countries and ROA is significantly positive in high level ASD countries. These results are 

partly in line with my expectations, since the market incorporates a risk of expropriation in 

countries with low levels of investor protection, but in countries with high levels of investor 

protection family ownership seem to have a positive effect on the operation of the companies. 

The results indicate that family blockholders benefit from the low level of legal protection in 

low level ASD countries and expropriates companies. At the same time they contribute 

positively, perhaps as active owners, in high level ASD countries. 

The next identity I have tested is a governmental blockholder, which shows a significantly 

positive effect on ROA when tested on the full sample, which is not in line with my 

expectations. Looking at the two sub samples, however reveal a more detailed picture. We see 

that the effect on ROA is significantly positive on low level ASD countries whereas both 

ROA and Tobin‟s Q are negatively affected in high ASD level countries. These results make 

very good sense, since a governmental owner may work as an effective governance 
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mechanism in low level ASD countries and improve performance, while in high level ASD 

countries performance is negatively affected for the reasons outlined in section 2.2.6.2 

(Government). The negative effect is overruled by the positive effect in countries with low 

levels of investor protection. 

Concerning the next identity, managerial blockholders, all results come out insignificant. The 

reason why they do not show significant results might be that there are only few observations 

for management holding blocks, cf. table 4.3. 

Financial institutional blockholders shows a rather confusing result. On the full sample, ROA 

is affected negatively and Tobin‟s Q positively. Again, by looking at the results for the two 

sub samples more nuanced results are revealed. In low level countries, both ROA and Tobin‟s 

Q are affected in positive direction, whereas ROA is affected negatively in high level 

countries. The effect in low level countries was what I expected, since a financial institution 

will work as an effective governance mechanism. The effect in high level countries is a bit 

surprising, since it is hard to see how a financial institution should have a negative effect on 

performance. The only explanation I can think of is that a financial institution (a bank) might 

have other interests than maximizing shareholder value. If a bank is also creditor in a 

company (maybe the bank is shareholder because the company does not have been able to 

meet its debt payments) the bank might be risk averse and pay more attention to debt 

payments, since the role as creditor has an asymmetric risk profile. 

The examination of private equity blockholders shows an overall negative effect. ROA is 

affected negatively on the full sample, and in high level countries both ROA and Tobin‟s Q 

are negatively affected. In countries with low levels there is no significant effect. These 

results are contrary to my expectations but contribute in some way to the ongoing debate on 

the performance of private equity investments. The reason why there is an effect to track in 

high level countries and not in low level countries could again be that the negative effect in 

low level countries is overruled by a positive effect by having a blockholder who is 

monitoring other shareholders and management. The positive effect might just be too small to 

track. It should be mentioned that private equity funds usually buy larger stakes and delist 

companies in order to take full control and not be limited by rules for listed companies. The 

effects found here may therefore differ from effects where private equity funds have more 

control. 
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I have now commented on the results from regressions run on variables describing the identity 

of one of the three largest blockholders. Now I will widen the perspective and take a closer 

look at different compositions of identities within the three largest blockholders. 

Looking at the case of more than one family within the three largest blockholders the 

expectation was that this would have an even stronger negative effect on performance. As the 

figures show, the picture is very similar to the results for only a single family, but the negative 

effect in low level countries is actually marginally lower the in the case of only one family, 

which indicate that two families might actually cross monitor each other instead of forming 

coalitions with dishonest intentions. The positive effect on ROA in high level countries is 

stronger than in the case of only one family, which indicates that if investors are well 

protected against expropriation, two families will benefit minority shareholders by improving 

the efficiency of the company. 

Combining a financial institution and a private equity blockholder seem to be a bad 

combination if the company operates in a high level country. The negative effect on ROA on 

the full sample seems to be driven by negative effects in high level countries, where both 

ROA and Tobin‟s Q come out significant. The negative effect in high level counties and the 

missing effect in low level countries may have the same explanation as in the case of a private 

equity blockholder, namely that the negative effect in low level countries is overruled by the 

positive effect it can have in these countries. The reason why a financial institution and a 

private equity blockholder in combination do not benefit the performance of a company could 

be a conflict of interests and time horizons of the investments. 

Not surprisingly the effect of the combination of a governmental blockholder and a financial 

institution match the results from the individual analyses of the two (positive in low level 

ASD countries and negative in high level ASD countries). In this case the effects are 

significant for both ROA and Tobin‟s Q when looking at the two sub samples. This suggests 

that the effects might be more pronounced when there is a government and a financial 

institution as blockholder. The reasoning behind the effects I will not comment on further, 

since I have just discussed this in the individual sections. I will just note that the marginally 

more pronounced effect in the high level countries may be a consequence of conflict of 

interests between the two parties. 

The combination of a family and a private equity owner only shows a significant negative 

effect on Tobin‟s Q in low level countries. The agendas of the two ownership types will in 
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general be very different, but the individual effect from a family blockholder in a low level 

ASD country was also negative whereas I found no effect from private equity owners in low 

level ASD countries. 

The last regression tests the effect of a family and a financial institution as blockholders. In 

this case the expectation was that a financial institution would monitor a family and limit 

expropriation. In both high and low level ASD countries the positive and negative effects, 

respectively, from family blockholders seem to be dominating over the influence from a 

financial institution. A financial blockholder does not seem to be capable of turning the 

negative effect to a positive in low level ASD countries, whereas the negative effect from 

financial institutions in high level ASD countries is eliminated in combination with a family. 

A conclusive comment on the identities and how they affect performance must be that there 

seem to be a high relation between some of the identities and combinations and the two 

performance proxies when looking at the two sub samples for different levels of investor 

protection. A blockholder who affect performance negatively in a country with low level of 

investor protection might create value for minority shareholders in countries with high levels 

of investor protection and vice versa. The results show that the effects are not only driven by 

the identities but in most cases also by the level of investor protection in the countries the 

companies operate in. Even though some effects are not what one would expect, most results 

are definitely interesting and make good sense. 
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Table 4.10 – Regression results hypothesis 7 

Identities within the three 
largest blockholders 

  Full sample Low Anti-self-dealing-index High Anti-self-dealing-index 

Variable name ROA Tobin's Q ROA Tobin's Q ROA Tobin's Q 

Family fam_max 0.95275*** -0.07594*** 0.00187 -0.10206*** 1.38260*** -0.0154 
  

 

(0.0032) (<0.0001) (0.9962) (<0.0001) (0.0031) (0.5407) 

Government gov_max 1.86833** -0.06225 2.26514** 0.07902 -4.44476* -0.2401* 
  

 

(0.0307) (0.2013) (0.0446) (0.2485) (0.0652) (0.0645) 

Managerial man_max 2.23562 -0.1292 1.17802 -0.06389 1.83107 0.0644 
  

 

(0.1603) (0.1499) (0.4214) (0.4725) (0.5828) (0.7199) 

Financial institution fin_max -1.14412*** 0.10247*** 0.72200** 0.03672** -1.18941*** 0.00107 
  

 

(<0.0001) (<0.0001) (0.0336) (0.0751) (0.0100) (0.9656) 

Private equity pe_max -1.93161*** -0.03413 -0.23703 0.02711 -2.06149*** -0.10975*** 
  

 

(<0.0001) (0.1651) (0.7212) (0.5013) (0.0002) (0.0002) 

Family/family fam_over1 1.54454*** -0.10388*** 0.12337 -0.09773*** 2.29659*** -0.01271 
  

 

(0.0019) (0.0002) (0.8193) (0.0028) (0.0036) (0.7649) 

Financial inst./private equity fin_pe -2.45067*** 0.00761 0.29447 0.08295 -2.27688*** -0.08970*** 
  

 

(<0.0001) (0.7816) (0.7513) (0.1412) (0.0001) (0.0045) 

Government/financial inst. gov_fin 1.71462* -0.03362 2.21783** 0.17296*** -5.08990** -0.28069** 
  

 

(0.0927) (0.5586) (0.0137) (0.0015) (0.0445) (0.0397) 

Family/private equity fam_pe -0.27181 -0.05283 -0.40632 -0.13459* 0.28026 -0.03705 
  

 

(0.7853) (0.3514) (0.7620) (0.0983) (0.8336) (0.6061) 

Family/financial inst. fam_fin 0.40227 -0.00108 -0.09202 -0.10109*** 1.11412** 0.0073 
    (0.2948) (0.9603) (0.8631) (0.0018) (0.0286) (0.7901) 

Table 4.10: Regression result on identity variables run on the full sample, low ASD sample and high ASD sample, respectively. Identities listed in the left side of  

the panel are all represented within the three largest blockholders in the specific company. For more detailed definition of variables see table 3.2 (Variables). 

 P-values in parenthesis. See appendix 22 for regression outputs. *=Significant on 10 pct. level, **= Significant on 5 pct. level, ***=Significant on 1 pct. level.
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5 Conclusion 

I have found that multiple blockholder ownership does affect the performance of listed 

companies dependent on the identity of blockholders and the level of investor protection in 

the country which the company is listed. Multiple blockholders can therefore be regarded as a 

useful governance mechanism in countries with low levels of investor protection but are 

generally associated with a risk of expropriation by investors in countries with high levels of 

investor protection. 

In the first part of the thesis I went through the theoretical foundation for why multiple 

blockholder ownership might affect the performance of companies. On the basis of what 

researchers have previously found, I stated seven hypothesis regarding blockholder ownership 

and performance. 

One of my hypotheses was that the level of investor protection in different countries 

influences how blockholder ownership affects corporate performance. I examined this by 

dividing my sample of companies in two sub samples dependent on investor protection. 

I started out testing what impact a single blockholders or majority shareholder has on 

performance. I did not find any significant results on either the full sample or any of the sub 

samples, why I can reject the hypothesis that this should affect performance. 

With regard to the effect of multiple blockholders I did not find any effect on the full sample 

but found that in countries with good investor protection Tobin‟s Q is affected negatively 

whereas ROA is affected positively in countries with poor investor protection. I find these 

results very interesting, since they reveal both that multiple blockholders have an effect and 

that the level of investor protection is an important factor. I interpret the different results for 

Tobin‟s Q and ROA as markets incorporates a risk of expropriation in countries with high 

levels of investor protection and multiple blockholders effectively monitors management and 

large shareholders in countries with low levels of investor protection. 

The hypothesis that multiple blockholders should have a positive role in companies with a 

majority shareholder was not supported empirically in my data. However, this is not a 

surprising result since I did not find the negative effect from majority shareholders that I 

expected. 
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Examining the effect of concentration among blockholders on the full sample reveals a 

negative effect on Tobin‟s Q and a positive effect on ROA, suggesting that high concentration 

might be positive for the operation of the company but investors incorporate a risk of 

expropriation in the valuation. Running regressions on the two sub samples further indicates, 

that high concentration have the most pronounced effect in countries with high levels of 

investor protection, where the same effects as on the full sample are found, whereas results on 

the sample with low level of investor protection are not as pronounced. This indicates that, 

especially in countries with high levels of investor protection, high concentration is associated 

with a risk of expropriation by investors but might have a positive effect on the operating 

performance. 

Regarding the identity of blockholders I find many interesting results. I find that families have 

negative effect when investor protection is low and positive effect when it is high. 

Governments have a positive effect when investor protection is low and negative effect when 

it is high. And financial institutions have positive effect when investor protection is low and 

negative effect when it is high. Also on the different combinations of blockholder identities I 

find that the level of investor protection is useful to explain the results. 

As a general rule I have found that the influence of investor protection is stronger than I 

expected. My expectation was that the effect of multiple blockholders would be stronger in 

low level countries than in high level countries, but I did not expect it to be negative in high 

level countries. Moreover, I did not expect to find the big differences in the two samples when 

examining the identities of blockholders. These large differences, dependent on the level of 

investor protection, underlines the different roles multiple blockholders can have, as either an 

effective monitoring mechanism or an entrenched owner maximizing its own utility on the 

expense of the residual shareholders. 

I also find that in many cases Tobin‟s Q and ROA come out with different signs for the same 

variable. For example Tobin‟s Q comes out negative and ROA positive, which indicate that a 

given variable have a positive effect on the operational profit of the company but the market 

incorporate that the given variable is associated with a risk of expropriation. This is also 

interesting, as the market according to these results is wrong in its assumptions about the 

behavior of blockholders. 
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6 Suggestions for further research 
In this thesis I have had a very broad approach to the examination of blockholder ownership 

and performance. I have started out examining the effect of a single blockholder and worked 

me through different hypotheses. Some have been rejected and others have been accepted. 

Through my work I have learned a lot that would be of great benefit if I was to continue my 

work on this thesis. 

Based on my findings on the explanatory power of investor protection it would be interesting 

to analyze on single country level or by dividing the sample on the basis of the legal tradition, 

i.e. civil law, French law or German low. The problem by testing on single country basis is 

that there are too few observations for some countries to get robust regression results. Perhaps 

other types of quantitative analasys could get aroung this issue. 

This analysis could be extended with a more thorough analysis of different identities and 

coalitions and their agendas and implications. Especially the coalition formation and how 

different combinations of identities work together in coalition would be interesting to look 

closer into. A more advanced model for how to test the role of different coalitions might be 

able to reveal more interesting results. 

Also the internal structure among blockholders in sense of concentration, number etc. would 

be an interesting area to pay further attention to. In my analysis I do not find crystal-clear 

connections but perhaps a more focused analysis in this area would reveal interesting results. 

The areas mentioned above could be subject to individual analyses but as this thesis has 

shown the most interesting results are found when combining the different areas. A result 

found on the level of investor protection might change when you furthermore include 

identities and concentration in your analysis, for example. I have not looked into how the 

interaction between identities and concentration is, if there is one at all, which is just an 

example of one of many combinations that might show interesting results.  
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8 Appendices 
Appendix 1: 

BvDEP standard accounting template (Profit/loss): 

  Label Definition Formula 

        

448 Operating Revenue (Turnover) Total operating revenues (Net sales + Other 
operating revenues+ Stock variations). The figures 
do not include VAT or excises taxes and similar 
obligatory payments. 

  

426 Sales Net sales   

441 Costs of Goods Sold Cost of sold goods, production, services. Costs 
directly related to the production of the goods sold 
+ depreciation of those costs 

  

442 Gross Profit Operating revenue - Cost of goods sold 448-441 

443 Other Operating Expenses All costs not directly related to the production of 
goods sold such as commercial costs, administrative 
expenses, etc. + depreciation of those costs 

  

427 Operating P/L [=EBIT] EBIT. All operating revenues - all operating expenses 
(Gross profit-Other operating expenses) 

442-443 

444 Financial Revenue All financial revenues such as interest, incomes from 
shares, etc. 

  

445 Financial Expenses All financial expenses such as interest charges, 
write-off financial assets 

  

428 Financial P/L Result from financial activities of the company 
(Financial revenue-Financial expenses) 

444-445 

429 P/L before Tax & Extra. Items Operating profit + financial profit 427+428 

430 Taxation All taxes paid by the company during the accounting 
period 

  

431 P/L after Tax Profit before taxation - Taxation 429-430 

446 Extra. and Other Revenue All extraordinary revenues and other revenues not 
belonging to the 'ordinary' activities of the 
company. 

  

447 Extra. and Other Expenses All extraordinary expenses and other expenses not 
belonging to the 'ordinary' activities of the 
company. 

  

432 Extra. and Other P/L All extraordinary and other result not belonging to 
the 'ordinary' activities of the company. 

446-447 

433 P/L for Period [=Net Income] Net income for the Year. Before deduction of 
Minority interests if any (Profit after 
taxation+Extraordinary and other profit). 

431+432 

Source: https://webhelp.bvdep.com/robo/projects/whorbint_en/Accounts/P&L.htm 
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BvDEP standard accounting template (Balance sheet): 

  Label Definition Formula 

        

404 Fixed Assets Total amount (after depreciation) of non current assets 
(Intangible assets+Tangible assets+Other fixed assets). 

405+406+407 

405 Intangible Fixed Assets All intangible assets such as formation expenses, research 
expenses, goodwill, development expenses and all other 
expenses with a long term effect 

  

406 Tangible Fixed Assets All tangible assets such as buildings, machinery, etc.   

407 Other Fixed Assets All other fixed assets such as long term investments, shares 
and participations, pension funds etc. 

  

408 Current Fixed Assets Total amount of current assets (Stocks+Debtors+Other 
current assets). 

409+410+411 

409 Stocks Total inventories (raw materials+in progress+finished goods)   

410 Debtors Trade receivables (from clients and customers only)   

411 Other Current Assets All other current assets such as receivables from other 
sources (taxes, group companies), short term investment of 
money and Cash at bank and in hand. 

  

440      Cash & Cash Equivalent Detail of the Other current assets =Only the amount of cash 
at bank and in hand of the company. 

  

    Total assets (Fixed assets+ Current assets)   

412 Total Assets Total assets (Fixed assets+ Current assets) 404+408 

    Total equity (Capital + Other shareholders funds)   

413 Shareholder Funds Total equity (Capital + Other shareholders funds) 414+415 

414 Capital Issued Share capital (Authorized capital).   

415 Other Shareholder Funds All Shareholders funds not linked with the Issued capital such 
as Reserve capital, Undistributed profit, include also Minority 
interests if any. 

  

    All long term liabilities of the company (Long term financial 
debts + other long term liabilities and provisions) 

  

416 Non-Current Liabilities All long term liabilities of the company (Long term financial 
debts + other long term liabilities and provisions) 

417+418 

417 Long Term Debt Long term financial debts to credit institutions (loans and 
credits) 

  

418 Other Non-Current Liabilities All long term liabilities not related to financial institutions but 
to taxes, group companies, pension loans, etc. Also include 
the provisions 

  

    All current liabilities of the company (Loans + Creditors + 
Other current liabilities) 

  

419 Current Liabilities All current liabilities of the company (Loans + Creditors + 
Other current liabilities) 

420+421+422 

420 Loans Short term financial debts to credit institutions (loans and 
credits)+ part of Long term financial debts payable within the 
year 

  

421 Creditors All debts to suppliers and contractors (trade creditors)   

422 Other Current Liabilities All current liabilities not payable to financial institutions nor 
trade debts such as pension, personnel costs, taxes, 
intragroup debts, etc. 

  

423 Total Shareholder Funds & 
Liabilities 

Total Shareholders funds and liabilities (Shareholders funds + 
Non current liabilities + Current liabilities) 

413+416+419 

Source: https://webhelp.bvdep.com/robo/projects/whorbint_en/Accounts/Balance.htm 
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Appendix 2:  

Overview and description of all control variables used in the analysis: 

Control variables Variable description 
    

Companysize Log of total assets. 
Companyage Year 2008 minus the year of incorporation. 
Leverage Non-current liabilities divided by total assets. 
Growth Growth in net sales from year n-1 to year n. 
Capexsales Capital expenditures/sales. ((BVA year n - BVA year n-1) - (BVL year n - BVL 

year n-1))/ Gross sales. 

Aindu Industry dummy: Agriculture, forestry and fishing 
Bindu Industry dummy: Mining, oil and gas extraction 

Cindu Industry dummy: Manufacturing 
Dindu Industry dummy: Utilities 
Eindu Industry dummy: Construction 
Findu Industry dummy: Whole- and retail 
Gindu Industry dummy: Transportation, telecommunications and broadcasting 
Hindu Industry dummy: Finance, insurance and real estate 
Iindu Industry dummy: Professional services 
Jindu Industry dummy: Other services 
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Appendix 3: 

The two tables show the industry categorization I have constructed for this analysis and the 

standard NACE categorization, which my categorization is based on. 

Industry categorization used the this analysis   

Cat. Code Category Consists of NACE codes: 

A Agriculture, forestry and fishing A 

B Mining, oil and gas extraction B 

C Manufacturing C 

D Utilities D+E 

E Construction F 

F Whole- and retail G 

G Transportation, telecommunications and broadcasting H+telecom & broadcasting 

H Finance, insurance and real estate K+L 

I Professional services M 

J Other services I+J+N+O+P+Q+R+S+U+T 

NACE rev. 2 standard industry categorization 

Cat. Code Category 

A AGRICULTURE, FORESTRY AND FISHING 

B MINING AND QUARRYING 

C MANUFACTURING 

D ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY 

E WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND REMEDIATION ACTIVITIES 

F CONSTRUCTION 

G WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR VEHICLES AND MOTORCYCLES 

H TRANSPORTATION AND STORAGE 

I ACCOMMODATION AND FOOD SERVICE ACTIVITIES 

J INFORMATION AND COMMUNICATION 

K FINANCIAL AND INSURANCE ACTIVITIES 

L REAL ESTATE ACTIVITIES 

M PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES 

N ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES 

O PUBLIC ADMINISTRATION AND DEFENCE; COMPULSORY SOCIAL SECURITY 

P EDUCATION 

Q HUMAN HEALTH AND SOCIAL WORK ACTIVITIES 

R ARTS, ENTERTAINMENT AND RECREATION 

S OTHER SERVICE ACTIVITIES 

T 
ACTIVITIES OF HOUSEHOLDS AS EMPLOYERS; U0NDIFFERENTIATED GOODS- AND 
SERVICES-PRODUCING ACTIVITIES OF HOUSEHOLDS FOR OWN USE 

U ACTIVITIES OF EXTRATERRITORIAL ORGANISATIONS AND BODIES 
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Appendix 4: 

Summary statistics for control variables. 

Continous control variables       
  Mean Median St. dev. 
Companysize* 596.814  508.233  6.4  
Companyage 41.7 29.0 39.6 
Leverage 0.28 0.24 0.21 
Growth 0.06 0.02 0.29 
Capexsales -0.09 -0.02 0.32 

* Company size is measured as log of total assets. The summary statistics values is converted back 
to the real values (10^log(total assets)). 

    Industry dummy control variables   
    Pct. 
  A: Agriculture, forestry and fishing 0.60 
  B: Mining, oil and gas extraction 3,83 
  C: Manufacturing 42.10 
  D: Utilities 4.08 
  E: Construction 2.50 
  F: Whole- and retail 8.73 
  G: Transportation, telecommunications and broadcasting 8.34 
  H: Finance, insurance and real estate 8.80 
  I: Professional services 3,77 
  J: Other services 17.24 
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Appendix 5: 

SAS regression models: 

Regression 1 (hypothesis 1): 

proc reg data=full_sample; 

model ROA = Singleblockholder Majoronly singleblockholderormajoronly 

Companysize Companyage Leverage Growth Capexsales Aindu Bindu Cindu Dindu 

Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = Singleblockholder Majoronly singleblockholderormajoronly 

Companysize Companyage Leverage Growth Capexsales Aindu Bindu Cindu Dindu 

Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 2 (hypothesis 2): 

proc reg data=full_sample; 

model ROA = Multipleblocks Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = Multipleblocks Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 3 (hypothesis 2.a): 

proc reg data=full_sample; 

model ROA = number Totalblock Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = number Totalblock Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 4: (hypothesis 3) 

proc reg data=full_sample; 

model ROA = Multipleblocks Major majorxmulblock Companysize Companyage 

Leverage Growth Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu 

Iindu; 

run; 

quit; 
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proc reg data=full_sample; 

model TobinsQ = Multipleblocks Major majorxmulblock Companysize Companyage 

Leverage Growth Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu 

Iindu; 

run; 

quit; 

Regression 5 (hypothesis 4): 

proc reg data=full_sample; 

model ROA = HIblock number Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = HIblock number Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 6 (hypothesis 4): 

proc reg data=full_sample; 

model ROA = HIdiff Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = HIdiff Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 7 (hypothesis 6): 

proc reg data=high_middle_data; 

model roa = HIblock number Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = HIblock number Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 8 (hypothesis 6): 

proc reg data=low_middle_data; 

model roa = HIblock number Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=low_middle_data; 

model tobinsq = HIblock number Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 9 (hypothesis 6): 

proc reg data=high_middle_data; 

model roa = HIblock Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = HIblock Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 10 (hypothesis 6): 

proc reg data=low_middle_data; 

model roa = HIblock Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = HIblock Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 11 (hypothesis 6): 

proc reg data=high_middle_data; 

model roa = HIdiff Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = HIdiff Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 12 (hypothesis 6): 

proc reg data=low_middle_data; 

model roa = HIdiff Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=low_middle_data; 

model tobinsq = HIdiff Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 13 (hypothesis 5): 

proc reg data=full_sample; 

model ROA = pyramid_dummy Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = pyramid_dummy Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 14 (hypothesis 5): 

proc reg data=high_middle_data; 

model roa = pyramid_dummy Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = pyramid_dummy Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regression 15 (hypothesis 5): 

proc reg data=low_middle_data; 

model roa = pyramid_dummy Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = pyramid_dummy Companysize Companyage Leverage Growth 

Capexsales Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

Regressions 16-45 (hypothesis 7): 

proc reg data=full_sample; 

model ROA = fam_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=full_sample; 

model TobinsQ = fam_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = fam_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = fam_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = fam_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = fam_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = gov_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = gov_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = gov_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = gov_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = gov_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=high_middle_data; 

model tobinsq = gov_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = man_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = man_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = man_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = man_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = man_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = man_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = fin_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = fin_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = fin_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=low_middle_data; 

model tobinsq = fin_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = fin_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = fin_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = pe_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = pe_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = pe_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = pe_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = pe_max Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = pe_max Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = fam_over1 Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=full_sample; 

model TobinsQ = fam_over1 Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = fam_over1 Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = fam_over1 Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = fam_over1 Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = fam_over1 Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = fin_pe Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = fin_pe Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = fin_pe Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = fin_pe Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = fin_pe Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=high_middle_data; 

model tobinsq = fin_pe Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = gov_fin Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = gov_fin Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = gov_fin Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = gov_fin Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = gov_fin Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = gov_fin Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = fam_pe Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = fam_pe Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = fam_pe Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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proc reg data=low_middle_data; 

model tobinsq = fam_pe Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = fam_pe Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = fam_pe Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=full_sample; 

model ROA = fam_fin Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

 

proc reg data=full_sample; 

model TobinsQ = fam_fin Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model roa = fam_fin Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=low_middle_data; 

model tobinsq = fam_fin Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model roa = fam_fin Companysize Companyage Leverage Growth Capexsales Aindu 

Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 

proc reg data=high_middle_data; 

model tobinsq = fam_fin Companysize Companyage Leverage Growth Capexsales 

Aindu Bindu Cindu Dindu Eindu Findu Gindu Hindu Iindu; 

run; 

quit; 
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