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EXECUTIVE SUMMARY 
This thesis investigates the relationship between the presence of a large owner (i.e. blockholder) among 

company’s shareholders and the company’s performance using a sample of more than 6.500 companies 

from 50 countries. For this purpose, we compare the performance of companies with a controlling 

owner relative to widely held companies at three time periods, during and after the financial crisis in 

2008-2009. Existing theory argues that companies will benefit from a controlling blockholder since large 

owners have a stronger incentive to monitor their investments compared to small investors. However, 

following the extant literature on family control, we propose that the relationship between blockholders 

and company performance may be negative when the controlling blockholder is a family; this should be 

so particularly during a crisis since family owners may be more prone to use corporate resources to 

meet a personal liquidity need, thus jeopardizing company’s restructuring following an external shock. 

Our study is founded in agency theory. Relying on this theoretical framework and a broad review of the 

relevant literature, we formulate 8 hypotheses, which we test using our international sample of our 

data. Our results indicate that blockholders (family and non-family) associate positively with company’s 

performance; the companies large owners outperform relative to companies that are widely held. This 

relationship is significant for all four of our performance measures, and is robust to various checks. We 

do, however, observe that the positive effect diminishes during and after the financial crisis.  

We argue, from an agency theory perspective, the positive association between the controlling 

blockholders (family and non-family) and company’s performance is due to the large owners’ increased 

engagement when their wealth is more tightly tied to the company’s, which leads to lower agency costs. 

We also argue that these owners may be worse in maintaining the superior performance during a 

financial crisis, because they expropriate their ownership; families might use corporate resources to 

meet personal credit and liquidity needs and institutional investors might engage in other self-dealing 

activities like tunneling.   
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INTRODUCTION 
The awareness of ownership structures and corporate governance has increased throughout the last 

decades and has become even more relevant after the financial crisis where several companies failed to 

survive, among other reasons because of poor corporate governance. One of the most prevalent topics 

within corporate governance is the theory concerning agency conflicts. The ownership structure is a 

powerful tool to mitigate the problems arising from the agency conflicts within a company, and this 

mitigation of agency problems can increase the company’s value and performance (Jensen & Meckling, 

1976). Therefore, the issue of corporate governance is especially important to existing and potential 

investors who are interested in getting the most out of their investments while still protecting their 

investment from agency problems. 

This thesis will try to shed light on the relationship between companies’ performance and their 

ownership structure by studying a large sample of companies. We are specifically interested in 

investigating how companies that are controlled by a blockholder have performed relative to widely 

held companies (without a controlling blockholder), and whether this effect has changed during and in 

the aftermath of the financial crisis. The relationship will be analyzed on the basis of data from three 

years: one year before the financial crisis, one year during the financial crisis, and one year following the 

financial crisis (i.e. 2007, 2009 and 2011). 

The reason for studying the ownership structure during a financial crisis is twofold. Firstly, it is important 

to study corporate governance during a global downshift in the economy since investors tend to care 

less about inadequate corporate governance in an economic upshift (Rajan et al., 1998). Secondly, the 

advantage of studying the performance during a financial crisis is that a financial crisis tends to be 

somewhat unpredictable and can appear suddenly. Himmelberg et al. (1999) and Zhou (2001) argue 

that, because we are dealing with a crisis period, we can sidestep the endogeneity concerns whether the 

companies perform well due to the ownership structure or the ownership structure is caused by the 

companies’ performance. In these settings, the exogenous financial shock abruptly disrupts the 

equilibrium while the large shareholders will remain fixed in the short term, which allows us to explicitly 

observe how investors adjust their valuation of companies with different types of large shareholders 

(Lins et al., 2013). However, we are aware of the fact that our research still has endogeneity issues and 

therefore we are not able to claim causality, i.e. no effects only associations. 
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We expect that our findings will prove different levels of effect on the companies’ performance because 

of different ownership structures resulting in different agency costs and incentive structures. We also 

expect different success rates in handling the financial crisis because of the companies’ ownership 

structures, and consequently, the financial crisis will have different impact on the companies’ 

performance depending on the type of ownership structure. We will try to prove this expectation in this 

thesis through our analysis. One of the reasons why we expect different changes in performance when 

the global economy shifts is that different types of owners may have different behaviors because of, 

e.g., different liquidity needs. 

1.1 MOTIVATION 
The motivation for our research is threefold. Firstly, the nationwide media attention in Denmark 

regarding the financial giant Goldman Sachs, together with the two Danish pension funds PFA and ATP 

(DONG, u.d.), buying approximately 26% of the majority of the Danish energy company DONG that is 

partly owned by the Danish government. For us, this media attention triggered an interest regarding 

which types of shareholders and which ownership structures in general can generate the best 

performing companies that will benefit all shareholders. One of the reasons why the media attention 

got so intense was the reputation of Goldman Sachs, deserved or not, as being one of the parts causing 

the financial crisis. Therefore, we also found it interesting to investigate the relationship between 

ownership structure and company performance throughout a financial crisis. Secondly, since the first 

time we came across agency theory and general human behavior in relation to the economy, we both 

found great interest in these topics, and we enjoy studying many of the perspectives that the subject 

contributes with within the economic research field. Thirdly, we find joy in conducting large quantitative 

and statistical analyses, and therefore we found it natural to do this analysis with a large sample size 

instead of a more qualitative analysis or a case study. Since this approach was seen performed in most 

of the curriculum in our second semester course, Firm Theory and Corporate Governance, on our 

graduate program, we knew where to begin. 

After studying what kind of research had already been conducted about ownership structures, we found 

the studies by Edmans (2013), who studies blockholders’ behavior in corporate governance, very 

interesting. Furthermore, we also got very inspired by Karl V. Lins, Paolo Volpin, and Hannes F. Wagner 

(2013) who study whether family control matters when investigating companies’ performance during 

financial turmoil. Therefore, we scoped our research to be within a combination of what the different 
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authors investigate in their respective articles with a main focus on the performance of companies with 

controlling blockholders compared to the performance of widely held companies with no controlling 

blockholder. Subsequently, the focus on the controlling blockholder will be divided into two where we 

will investigate the effect on a company's performance if the controlling blockholder is a family or if 

another type of controlling blockholder is present. 

1.2 RESEARCH QUESTION 
As stated in the introduction, the main purpose of this thesis is to investigate the relationship between 

ownership structures and company performance with a special focus on companies with a controlling 

blockholder compared to other types of ownership structures. The analysis will be conducted before, 

during, and following the global financial crisis. Based on the findings of Edmans (2013) and Lins et al. 

(2013), we expect that a controlling blockholder has a positive effect on company performance. 

Furthermore, we expect to find that companies controlled by a family will perform worse compared to 

companies with non-family controlling blockholders and widely held companies. To shed light on the 

subject, we have constructed the following research question: 

How is the behavior and performance of companies with a controlling blockholder in 

general and throughout a financial crisis compared to the performance of widely held 

companies, and how is the behavior and performance of companies with a family 

controlling blockholder compared to the performance of companies with another controlling 

blockholder and widely held companies? 

To answer our research question, we will first analyze and describe the economic state in the years in 

which this thesis investigates company performance. This is done in order to obtain better background 

knowledge and thus be better equipped to analyze the research question. It is furthermore done to 

increase the reader’s understanding of the general situation around the research. Subsequently, we will 

make a thorough review within the field of corporate governance and the relevant literature for this 

thesis with a focus on agency theory in order to achieve an in-depth understanding of earlier findings 

within the research field. This will help us understand the conflict and provide us with theoretical 

arguments for why principals/agents behave in a certain way. Based on the theoretical review, several 

hypotheses will be built to help answer the overall research question. We will then collect needed and 

insightful empirical data and cleanse it as much as possible to achieve the best conditions for the 
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analysis. We will run different econometric regressions starting with a standard pooled OLS regression 

and expand to take further advantage of having panel data by running pooled OLS regressions where the 

interaction terms are included. By this in-depth analysis of the research question, we aim to end up in a 

situation where we feel confident answering the research question with the help from our newly gained 

knowledge. 

As performance measures we will use ratios that are broadly accepted by the financial world. We will 

use two internal ratios (accounting ratios), one external (stock market), and one ratio that combines 

internal and external information. We will use EBITDA margin, which is earnings before interest, tax, 

depreciation, and amortization as a percentage of revenue. Next we will use return on assets (ROA), 

which is calculated as EBITDA divided total assets. The third performance measure will be total return, 

which is a measure showing the return on having invested in the company on the stock market for a 

given period. Finally, we will use Tobin’s Q, a measure with the purpose of showing the relationship 

between the market expectations for the company’s ability to utilize its base of assets compared to if 

another person or company held the exact same asset base. 

1.3 DELIMITATION 
In this thesis, we have found it necessary to make some limitations. Some of the limitations are related 

to controlling the size of the research since there is a limit from Copenhagen Business School of how 

large a thesis should be, and furthermore there is a limit in time and resources. Other limitations are 

caused by lack of needed information and data that we have not been able to obtain. Instead of 

covering all years from 2007 to 2011, we have decided to limit the analysis to one year before (2007) the 

financial crisis, one year in (2009) the financial crisis, and on year after (2011) the financial crisis. The 

companies included in our research are all defined as being non-financial companies. This excludes 

banks, venture capital companies, and other types of financial companies. The reason for excluding all 

financial companies is that they can be very complex and hard to fully understand compared to 

industrial companies. Furthermore, most literature within this topic excludes financial companies. To 

ensure we could run our regressions on our complete sample, the companies have to have the needed 

data for all the relevant parameters we use in the analysis, which will be elaborated further later in the 

thesis. This has affected our sample to not contain companies with less than USD 10m in total assets 

since all financial data have not been accessible for companies below that threshold. We are aware that 

this means that our findings will only apply for large companies. In this thesis, we only look at publicly 
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listed companies. The reason for excluding non-public companies is that we use total return and Tobin’s 

Q as performance measures. If the company is not publicly listed, it is very hard to determine the market 

value, and if a market value is found, it will likely be outdated due to the fact that the value is not 

fluctuating as listed stock prices or is misleading since the market value depends on the perspective of 

the person who determines the value. Lastly, we exclude companies from the US. Companies in the US 

are excluded because, from our understanding, it is the area where most research within this field has 

been conducted. Furthermore, family controlled companies are often controlled through dual-class 

shares in the US, and we have had difficulties coming up with a solution on how to overcome that. 

Our data sources are limited to Bureau van Dijk’s Orbis database1 except for three variables. Orbis 

seems to be a highly reliable database with a broad spectrum of financial information about companies 

around the world. However, we are aware of the risk that such a large database may contain incorrect 

information in some cases. We trust Orbis to possess the correct information for almost all the collected 

samples, and that incorrect information will only appear seldom. To confirm our trust in the data 

provider we have made some random samples and compared the data from Orbis with the respective 

company’s data in its annual report, and the data proved to be consistent in all cases. The only variables 

not provided by Orbis are market value, total return, and beta (a measure of risk). Instead, Thomson 

Reuter’s Datastream2 provides data concerning these three variables. The reason for using Datastream 

for market value, total return, and beta is that Orbis’ information on the stock market is too flawed, and 

we would therefore lose a large part of our sample. The same confirmation check has been performed 

for Datastream. 

1.4 STRUCTURE OF THE THESIS 
The structure of our thesis is depicted in figure 1 below. In part 1 we present the motivation, research 

question and delimitation of our research. In part 2 we will explain our choice of methodology where we 

will describe some important assumptions and discuss the quality of our research critically. In part 3 we 

will explain the background of our research and elaborate on our theoretical framework. We will start 

with a review of the financial crisis and the key events. The purpose of the review of the crisis is to get 

an understanding of the situation caused by the crisis and to justify our choice of using the three years 

                                                           
1
 Orbis is a company database comprising information about more than 100 million companies worldwide 

2
 Datastream is a database with current and historical financial and economic information, including data on 

stocks, bonds, derivatives, currencies, trusts, and macroeconomic issues 
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we are studying. Next, we will introduce our theoretical framework and perform a review of previous 

research that will be relevant to our thesis and describe our fundamental assumptions. In the theoretical 

framework, we will formulate eight hypotheses to help answer our research question. Lastly, we will 

explain and justify our selection of variables and explain our data collection. In part 4 we will present 

some descriptive statistics of our data and discuss and interpret the results from our hypothesis tests. 

Next, we will describe our robustness check, where we have changed some of our underlying 

assumptions and variables in order to check the robustness of our findings. In part 5 we will present our 

conclusion and our suggestions for further search based on the knowledge we have gained from this 

thesis.  

 

Figure 1: Structure of our thesis 
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2 METHODOLOGY 
Having explained the motivation for our research and the establishment of our research question, this 

section will explain our standpoint on the philosophy of science (paradigm), our view on the role of 

corporate governance, and elaborate on our choice of research design. 

2.1 PHILOSOPHY OF SCIENCE 

2.1.1 OUR PARADIGMATIC VIEW 

We adhere to the functionalist paradigm where humans are expected to act rationally and where it is 

possible to understand organizations from an external viewpoint (Burrell & Morgan, 1979). Studies can 

be conducted using the same procedures as in natural science (hypothesis testing), and the ontological 

consideration is that reality is something external and objective. With this in mind, we see that the field 

of corporate governance is dealing with the conflicts that arise when ownership and control are 

separated, and therefore, the role of corporate governance can be described as the institutional and 

market mechanisms that deals with encouraging self-interested managers to maximize the value of the 

residual cash flows of the company on behalf of its shareholders (Ardalan, 2007). This is what Jensen 

and Meckling studied in their paper from 1976 and defined as agency conflicts, which we will elaborate 

on in section 4 about our theoretical framework. 

2.1.2 DEDUCTIVE THEORY 

Our view on the role of theory in relation to our research is that theory serves as a guide to our 

empirical inquiry (Merton, 1967). Existing knowledge and theoretical considerations on the domain of 

corporate governance have served as a foundation for the deduction of our hypotheses. We have then 

translated these hypotheses into operational terms and specified how data should be collected in order 

to subject our hypotheses to empirical scrutiny (Bryman & Bell, 2011). The process for our deductive 

process is depicted in figure 2. 

Figure 2: Deductive process of our research (Bryman & Bell, 2011) 
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Strictly speaking, the deductive process is very linear where each step follows a clear and logical 

sequence. However, as figure 2 depicts, the process for our research has been iterative in the first three 

steps. The reasons for this iterative process were mainly the new insight and wonderings after meetings 

with our supervisor and also unforeseen obstacles in our access to data and the fullness (data on all 

variables) of the databases. Each step in the process will be described below. 

2.1.2.1 THEORY 

As a guide for our research, we have created our own theoretical framework from existing knowledge 

and findings in corporate governance research. The framework serves as a guide to which statistical 

relationships we can look for and how we can measure the effect that controlling blockholders have on 

company performance. Additionally, the framework provides us with possible explanations of our 

findings that we can combine with our business acumen and common sense to arrive at rational 

explanations for some of our results. Our theoretical framework will be described in detail in section 4 of 

the thesis. 

2.1.2.2 HYPOTHESES 

As part of the deductive process, we have established 8 hypotheses to help us answer our research 

question. The first 4 hypotheses will look at companies with a large owner (i.e. controlling blockholders) 

and the next 4 hypothesis will look at companies with a controlling family. We have established these 

hypotheses from the empirical findings in the previous studies we have used in our theoretical 

framework and our general knowledge of corporate governance and economic theory. The hypotheses 

are formulated in operational terms so that they can be accepted or rejected. We have adjusted some of 

the hypotheses based on the limitations of our accessibility to databases and specific variables. 

2.1.2.3 DATA COLLECTION 

We have decided to use two main sources of data in our research, Orbis and Datastream. We have used 

the financial database Orbis, which contains ownership, accounting, and financial data on companies 

from all around the world. Orbis has standardized the data into a format, which fits regional variations 

with regard to filing regulations and accounting practice. This standardization helps facilitate a global 

analysis, which has been very valuable to our research (Orbis, u.d.). However, with regard to gathering 

information on securities, we decided to use Thomson’s Datastream, because the security information 

we could get from Orbis was insufficient – we had too many companies in our sample that lacked 

information about their market value, total return, and beta. 



13 

Our dataset is a panel where we have annual data on multiple variables for the same companies in 2007, 

2009, and 2011. We will touch upon some of the advantages of panel data compared to cross-sectional 

and time series data in section 2.3 where we will describe our statistical methodology. 

2.1.2.4 FINDINGS 

After having gathered and organized all of our data, we have run different models in Stata3 to test our 

hypotheses. For each of our models, we have checked and adjusted them for some statistical issues that 

we will elaborate on in section 2.3 about statistical methodology. We have specifically looked at the 

effects of the coefficients and their significance in our models, which we have then tried to explain with 

our theoretical framework. Lastly, we have conducted some robustness checks to test the reliability of 

our findings. 

2.1.2.5 ACCEPT/REJECT HYPOTHESES 

Based on our findings, we will either accept or reject the hypotheses. However, before we definitively 

answer our research question on the background of the answered hypotheses, we will perform a 

robustness check for our findings to strengthen them further. 

2.1.2.6 REVISION OF THEORY 

Since our hypotheses are established on the empirical findings and theories within the existing literature 

in corporate governance research, our findings will either reinforce or challenge (accept/reject) the view 

on blockholders’ effect on company performance. However, we must be careful and be sure to address 

the limitations in our research and highlight the possible flaws in our conclusions. 

2.2 THE DIRECTION OF CAUSALITY (ENDOGENEITY) 
Determining which variables are dependent and which are independent is a big concern in quantitative 

research because it is not always that obvious (Bryman & Bell, 2011). This is a serious issue in corporate 

governance where a large body of empirical research is affected by this possible endogeneity problem 

(Wintoki et al., 2012). It is often hard to find the direction of causality, so when corporate governance 

research indicates that a certain ownership structure drives company performance, it is also possible 

that the direction of causality is reversed, so in reality it is company performance that drives the choice 

of ownership structure (Wintoki et al., 2012).  One source of endogeneity is unobserved heterogeneity 

                                                           
3
 Stata is a general-purpose statistical software package. 
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where relevant variables that affect the dependent variable are left out because despite being relevant, 

the variables are not known, hence unobserved. Another source of endogeneity could be that current 

governance structures are affected by earlier years’ company performance (Wintoki et al., 2012). As 

mentioned in the introduction, Himmelberg’s (1999) and Zhou’s (2001) believe that we can sidestep this 

problem, however, we are aware of the fact that our research still has endogeneity issues and therefore 

we are not able to claim causality, i.e. no effects only associations.  

2.3 STATISTICAL METHODOLOGY 
In order to test our hypotheses, it is important that we select a proper way to analyze our data. Our 

collected data is a short balanced panel where we have observations on 6,543 companies in three 

different years (2007, 2009, and 2011). Some of the advantages of using panel data sets are a much 

larger dataset with more variability, less collinearity among the variables, and the ability to control for 

individual heterogeneity, which leads to more unbiased estimators (Baltagi, 1998). Despite these 

advantages, there are problems with panel data modeling, e.g., heteroscedasticity, multicollinearity, and 

autocorrelation, which affect the efficiency of our estimators (i.e. minimum variance); however, there 

are several estimation techniques that can address these problems (Gujarati & Porter, 2009). An 

elaborate description of these issues and techniques that can mitigate these issues is outside the scope 

of our thesis. In the following section we will briefly describe some of the issues and explain how we 

have chosen to analyze our data. 

2.3.1 GAUSS-MARKOV THEOREM 

We have used the ordinary least-squares (OLS) method to explore the relationship between ownership 

and company performance. There are a set of assumptions in the classical linear regression model 

(CLRM) that have to hold in order for the OLS method to be the best method for estimation. When the 

assumptions hold, the estimator is said to be BLUE (best linear unbiased estimator), which was proven in 

the Gauss-Markov theorem: 

“Given the assumptions of the classical linear regression model, the least-squares 

estimators, in the class of unbiased linear estimators, have minimum variance, that is, they 

are BLUE.”          

Gauss-Markov theorem 
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When an OLS estimator is BLUE, it means that it possesses some statistically ideal or optimum 

properties, and in layman’s terms it means that the OLS estimator  ̂  from our sample is the best 

estimate of the true    (the whole population) (Gujarati & Porter, 2009). We will not describe all of the 

assumptions in the CLRM, but we will elaborate on heteroscedasticity, autocorrelation, and 

multicollinearity and how we have controlled for each. 

2.3.2 HETEROSCEDASTICITY 

The assumption of homoscedasticity, or equal (homo) spread (scedasticity), is that the variance of the 

error term, conditional on the chosen values of the explanatory variables, is a constant. Symbolically, 

          . Put simply, the variation around the regression line (which is the line of average 

relationship between Y and X) is the same across the X values; it neither increases nor decreases as X 

varies (Gujarati & Porter, 2009). The opposite case is heteroscedasticity, which cross-sectional data are 

often plagued by, and it can lead to misleading inferences and conclusions if we do not react on it and 

adjust for it. Some of the common causes for heteroscedasticity are scale effects, learning effects, 

omitted variables, and outliers. 

In the presence of heteroscedasticity, our OLS estimators are still linear and unbiased, but they are no 

longer efficient (minimum variance), which means that we cannot rely on the confidence intervals 

employed in the hypothesis tests in the t and F tests that we use to determine if a coefficient is 

significant or not. 

Heteroscedasticity is not easy to detect and correct for, however, if the sample is large, one can use 

White’s heteroscedasticity-corrected standard errors as a remedy. White showed that one can use these 

standard errors to conduct statistical inference especially when the sample is large (Gujarati & Porter, 

2009). In our results we have adjusted for clustered standard errors, which are White standard errors 

adjusted to account for the possible correlation within a cluster (Petersen, 2009). We have clustered the 

standard errors by company, and as a robustness check we have clustered by country. The reason for 

this is that we either expect the model errors for a given company in different time periods to be 

correlated or the model errors within a geographical region to be correlated (Cameron & Miller, 2013). 
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2.3.3 AUTOCORRELATION 

The CLRM assumes that the error term relating to any observation is not influenced by the error term 

relating to any other observation (Gujarati & Porter, 2009). Symbolically,    (     |     )   (    )  

     . 

When dealing with time series data, it is highly likely that the observations will have some kind of 

intercorrelation so that the observations tend to move up or down in succession, e.g., a stock price 

index. However, this intercorrelation can also occur between subjects in cross-sectional data, spatial 

autocorrelation (Keeping up with the Joneses)4 (Galí, 1994). Autocorrelation can be caused by e.g. 

inertia/time to adjust or specification bias (excluded variable or incorrect functional form). 

In the presence of autocorrelation, we face the same issues as in the case of heteroscedasticity. Despite 

being unbiased, the OLS estimators are no longer efficient (no longer minimum variance). Additionally, 

the standard errors for our estimators may be biased downward, which means that our t and F tests are 

no longer valid for statistical inferences (Gujarati & Porter, 2009). 

We do not expect our data to suffer from spatial autocorrelation, but we do expect the residuals for a 

given company to be correlated across years, because we observe the same company year after year. 

However, we have already corrected for this by using clustered robust standard errors to correct for 

heteroscedasticity as mentioned above. 

2.3.4 MULTICOLLINEARITY 

Multicollinearity is present when a linear relationship exists between some or all of the independent 

variables in your regression. For instance, if we were to use both equity and total assets as control 

variables in our regression, we would experience multicollinearity because of the basic accounting 

equation5 (Meigs & Meigs, 1983). Some of the consequences of multicollinearity are larger variances 

and covariance, which affects our confidence intervals, and therefore our coefficients tend to be 

statistically insignificant (Gujarati & Porter, 2009). 

                                                           
4
 “Keeping up with the Joneses” is an idiom in many parts of the English-speaking world referring to the 

comparison to one’s neighbor as a benchmark for social caste or the accumulation of material goods. 

5
 Assets = Liabilities + Equity. 
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One of the classical symptoms of multicollinearity is a high   , but few significant t ratios. Additionally, 

as ways of detecting multicollinearity we can look at the correlations between the independent 

variables or the variance inflation factor (VIF). The VIF is an indicator for how much the variance of an 

estimator is inflated because of multicollinearity. If the VIF is 1, there is no collinearity, and a rule of 

thumb is that the VIF for a variable should not exceed 10 (Kleinbaum et al., 2014). 

Since we are standing on the shoulders of professional corporate governance scholars, we do not expect 

multicollinearity to be a big problem. However, in order to check our data for multicollinearity, we have 

reported the correlation matrix for all of our variables and the VIF for the variables in our baseline 

model. We have reported these numbers in section 7.5 concerning the descriptive statistics for our data. 

2.3.5 WINSORIZING OUTLIERS 

In our sample we expect to find observations that are far away from most or all of the other 

observations – in other words we expect to find outliers. These errors can occur because of 

measurement or clerical errors, however, since we have used two reliable data sources (BvD Orbis and 

Thomson Reuters Datastream), we will not consider them here. We are interested in treating values that 

are genuine, but extreme (Ghosh & Vogt, 2012). Resnick (2007) points out that in finance we can expect 

to find extreme values because of, e.g., return rates from risky investments. There are different ways to 

treat outliers: Keep the outlier, winsorize it, or drop it from the sample. We have chosen to winsorize, 

where we have modified the value of the extreme observation so that its value is closer to the sample. 

The reason for this is twofold: Firstly, it is common practice in corporate governance research to 

winsorize at the 1st and 99th percentile, and secondly, we do not want to drop companies from our 

sample because of one extreme observation (we want to maintain a balanced panel so our error term 

does not get inflated (Baltagi, 2013)). 

2.3.6 POOLED OLS 

Ideally we would have used a fixed effects model to control for the individuality and uniqueness among 

the companies in our sample, but because we are interested in a time-invariant variable we could not 

use this method (Gujarati & Porter, 2009). Additionally, it would have between interesting to see the 

results of a difference-in-difference model, because it is an econometric method that addresses the 

endogeneity problem. However, since we do not have any control group and the ownership in our 

sample does not change, we were not able to use this method (Gujarati & Porter, 2009).  
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Instead we have estimated pooled OLS regressions where we have (1) controlled for country and 

industry fixed effects, and we have (2) included year dummies (to control for the potential 

autocorrelation between the years in our sample) and (3) different control variables. 

2.4 QUALITY OF OUR RESEARCH (RELIABILITY/VALIDITY) 

Reliability deals with the precision and certainty of measurement (Andersen, 2006). In other words, are 

our results a one-off finding or can they be repeated and reproduced by other researchers. As 

mentioned we have used Orbis and Datastream for all of our financial and stock related information on 

the companies. We assume that the data we have obtained from these sources are accurate; however, 

we cannot be 100% certain. We have therefore performed some random checks on our sample where 

we have cross-checked the numbers we retrieved from the databases with the numbers presented in 

the companies’ annual reports, and in all cases the numbers matched. Additionally, our sample size is 

quite large, which helps us generalize our results and increase the reliability of our estimated 

coefficients. However, we might be exposed to self-made biased, since we have chosen to exclude a 

whole industry (financial companies) and only use companies with a certain minimum size, which we 

described in section 1.3 of our delimitations. We do not have the necessary experience to evaluate if 

this would change our results radically, and this approach has been used by Lins et al. (2013), so we do 

not expect this to lower our reliability significantly. 

The validity of our thesis is a judgment of how well we have been at measuring what we were supposed 

to measure. In other words, how sound is our research, and did our thesis answer our research question 

correctly (Andersen, 2006). In our selection of variables we have used economic theory and empirical 

studies as explanations and arguments for why they are good measurements, which has increased the 

reliability of our thesis.  

2.4.1 ENDOGENEITY 

As mentioned in section 2.2 our research suffers from endogeneity and this decreases the validity of our 

research. There are different econometric techniques that address this endogeneity issue (e.g. matching 

methods and higher order moments estimators); however, they are outside the scope of this thesis. 

Therefore, we acknowledge that our research suffers from endogeneity and our research cannot claim 

causality but only associations.  
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3 THE FINANCIAL CRISIS 
In the early 2000s, the global economy was in great health, continuing to grow in a fast pace every year. 

Financial experts and the population in general around the world were very optimistic when discussing 

expectations of how the economy would develop in the future. However, in 2007, because of a 

significant increase in subprime mortgages, defaults caused much financial turmoil that was one of the 

catalysts for the most severe financial crisis since the great depression (Brunnermeier, 2009). Many 

opinions have been shared about what went wrong, and many experts have argued what were the main 

causes for this severe financial crisis. One of the more broadly acknowledged explanations to the origins 

and causes of the financial crisis is global macro policies affecting liquidity and a very poor regulatory 

framework that far from managed to act as a second line of defense and instead actually contributed to 

the crisis in important ways (Blundell-Wignall et al., 2009). 

The financial turmoil that led up to the financial crisis started in the US, but the whole world was 

affected because the world economy has evolved from national economies to one large global economy 

meaning that most of the world becomes affected if a large economy suffers. The effects from the 

critical situation in the US quickly reached the rest of the world. The fast spread of the financial turmoil 

can for instance be seen by looking at the German bank IKB that was the first European victim already in 

July 2007, and the French bank BNP Paribas followed with their struggles in August 2007 (Brunnermeier, 

2009). At this point in time, the severity of the situation was realized, and the situation evoked central 

banks to act upon the current situation lead by the European Central Bank that injected EUR 95bn to the 

interbank market followed by The U.S. Federal Reserve that also acted by injecting USD 24bn to the 

interbank market and reducing the interest rate to help banks pay their creditors (Brunnermeier, 2009). 

The impact of the financial crisis on the global economy has been significant. As seen in figure 3, the 

annual growth in gross domestic product based on purchasing power parity averaged 8.13% from 2004 

to 2007. After the financial crisis became a reality, the growth decreased to 4.95% in 2008 and almost 

completely stagnated in 2009 with 0.01% growth (IMF, own making). 

http://www.imf.org/
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Figure 3: Global trend for annual growth in gross domestic product based on purchasing power parity 

Figure 3 shows that Europe was hit the worst going from an average annual growth of 9.81% throughout 

the years 2004 to 2007 (1.68% higher than the world) to a negative growth in 2009. In 2010, the growth 

became positive again; however, companies and countries continued to struggle from the crisis. The 

unemployment rate in the world’s advanced economies increased from 5.83% to 8.01% from 2008 to 

2009 and stagnated at that rate for the next years (IMF, u.d.). And it was even worse for the euro area 

where the unemployment rate in the same period went from 7.63% to 9.60% and kept increasing to 

11.36% in 2011 (IMF, u.d.). Greece, one of the countries hit the worst, was on the verge of a national 

bankruptcy, but got saved by getting an enormous amount of their debts canceled by their creditors to 

ensure their ability to survive (BBC, 2012). Still today in 2014, countries with a developed economy and 

society are struggling to finally overcome the aftermaths from the financial crisis. 

The financial crisis made governments around the world act with regulations in an attempt to prevent 

alike financial crises in the future and in case of a future financial crisis to be more adaptable to the 

purpose of mitigating the struggling from the crisis and trying to keep it less severe. The policies have 

been carried out nationally and globally. One of the regulations worth mentioning is Basel III, agreed 

upon in 2010, that aims to strengthen the regulation, supervision, and risk management of the banking 

sector (Settlements, u.d.), which are some of the factors that started the crisis as mentioned above in 

this section. Furthermore, national and global institutions with the purpose of investigating and 

monitoring the financial sector have been established. 
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4 THEORETICAL FRAMEWORK 
The relevance of corporate governance started the day the corporate form, as we know it today, 

became popular. With the modern corporate form in companies, the classic conflict between 

stakeholders, investors, and managers arose. It is widely considered to be in 1932 when Adolf A. Berle 

and Gardiner Means published “The Modern Corporation and Private Property”, which defined the 

separation of the ownership and control in a company, and the conflicts followed by this separation 

(Wells, 2010). However, the main conflict in corporate governance was already identified and discussed 

years before by Adam Smith in his widely recognized publication “An Inquiry into the Nature and Causes 

of the Wealth of Nations” (Smith, 1776). In this book, Adam Smith, among other things, shed light on the 

conflict where a manager manages other people’s money, and he argues that the managers would 

never watch over the money with the same anxious vigilance as if it was their own (Smith, 1776). The 

modern research related to corporate governance is originated from a small range of theories. Among 

them are the agency theory where Jensen & Meckling (1976) received a lot of attention and 

acknowledge for their publication “Theory of the firm: Managerial Behavior, Agency Costs and 

Ownership Structure” in 1976. This thesis will be based on the broadly acknowledged agency theory to 

gain a greater understanding of the dynamics in corporate governance. Furthermore, the theoretical 

background created in this section is thought to help us form the hypotheses and subsequently help 

interpret the findings and results in the thesis. 

In the following sections, we will present a more elaborate description of agency theory. Firstly, we will 

review the history and evolution of agency theory. Secondly, we will review the three main conflicts 

within agency theory as we see them. Lastly, we will review the two articles authored by Edmans (2013) 

and Lins et al. (2013) that have been our main guidance and inspiration. After the review of the theories 

and previous empirical findings, we will formulate the hypotheses that we will use to answer our 

research question. 

4.1 AGENCY THEORY 

4.1.1 HISTORICAL REVIEW OF AGENCY THEORY 

As mentioned above, it was already in the 18th century that Adam Smith pointed out the conflict that 

arises when ownership and control are separated. Adam Smith (1776) argues that people wish to 

maximize their own utility and therefore managers with less than full ownership have incentives to act 

in their own interest, which is likely different from the owners’ interest. There are several examples 
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from the real world where the conflict pointed out by Adam Smith has surfaced. One of the classical 

examples is where the CEO is buying unnecessary perks as private jets spending the company’s (the 

owner’s) money. Since the money spent on these types of perks could have been paid out as return to 

the owners, they will consider this spending bad and will try to mitigate or completely eliminate it. 

As stated earlier, the topic got a renaissance and became more prevalent when Berle and Means 

published their work in relation to agency theory in 1932. Berle and Means (1932) argue that due to the 

economic behavior, the more dispersed the ownership of a company becomes, the less incentive the 

dispersed owners have to monitor the managers’ daily actions, performance, and use of company 

resources (Berle & Means, 1932). The combination of dispersed owners having less incentive to monitor 

managers and the managers’ tendency to act in their own interest raises a large conflict of interest 

between the two parties. To mitigate this conflict, Berle and Means suggested more transparency and 

accountability in the companies (Berle & Means, 1932). 

Followed by the birth of the agency theory, the next big contribution to the field was published by 

Alchian and Demsetz (1972). Instead of viewing companies as this magical black box where an input gets 

refined and the final output is sold with the intention of getting the largest profit, the authors started to 

view companies as a nexus of contracts (Alchian & Demsetz, 1972). They object to the previous view 

that authority inside the company forms the agent’s behavior. Instead Alchian and Demsetz argue that 

using contracts between the different parties (the principal and the agent), incentives should be 

created, and with the help from the created incentives, the demanded behavior, where interests 

between the two parties are aligned, would be achieved. However, due to asymmetric information 

between the principal and the agent, it is difficult to know how much the individual agent contributes 

with. The agent prefers to shirk working if she will not get revealed in shirking and she will therefore still 

get the same compensation as if she worked. Therefore, the contract does not completely solve the 

conflict of different incentives and interests. To further mitigate the alignment issue, monitoring the 

agents is introduced to make sure the agents meet the required needs with regard to output. But who 

should monitor the monitor? This problem is solved by making the residual claimant6 the one who 

                                                           
6
 The residual claimant is the person who ends up with what is left when all the company’s costs and obligations 

are subtracted from its revenue. Therefore, if the income is larger than the company’s costs, the residual claimant 
will get the remaining profit. 
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should monitor the agents. Alchian and Demsetz (1972) limit their research to only be in relation to the 

problem of shirking and monitoring team production. 

A few years after, Jensen and Meckling (1976) contributed to the agency theory by building on the 

research of Alchian and Demsetz (1972). Jensen and Meckling agree with the view of a company as a 

nexus of contracts. However, Jensen and Meckling argue that keeping the field where monitoring is 

necessary to situations where there are joint input, production is too narrow and therefore somewhat 

misleading (Jensen & Meckling, 1976). They argue that agency costs occur in all kinds of situations that 

involves a cooperative effort, even in this thesis where we are two individuals working together with a 

purpose to end up with a product together. With their research, Jensen and Meckling (1976) managed 

to take Alchian and Demsetz’ (1972) described principal-agent problem and use it in a far broader 

perspective. They have a main focus on behavioral implication of property rights in the contracts 

between managers and owners. Their definition of the agency relationship is: 

 “… a contract under which one or more persons (the principals(s)) engage another person 

(the agent) to perform some service on their behalf which involves delegating some decision 

making authority to the agent”  

(Jensen & Meckling, 1976) 

Taking into account, as Adam Smith argued, that people wish to maximize their utility, the principal has 

good reason to believe that the agent with the delegated decision power will not always act in the best 

interest of the principal. 

With this principal-agent conflict, Jensen and Meckling (1976) prove in their research that there are 

costs related to it. They define the costs as agency costs, which they argue can be divided into three 

different types: (1) monitoring costs, (2) bonding costs, and (3) residual loss. The two options the 

principal has to minimize or eliminate this conflict are to (1) establish adequate incentives for the agent 

and (2) monitor7 the agent. Interestingly, Jensen and Meckling (1976) also argue that the agent can find 

herself in a situation where she finds it profitable to use resources to ensure the principal that she does 

                                                           
7
 The reason for monitoring becoming a cost is that it is viewed as an opportunity cost. The time the owner spend 

monitoring the agent could have been spend on time that added value to the owner, for instance working. 
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not wish to act in a manner that would harm the principal or to assure the principal will be compensated 

in a situation where the agent acts in such a harmful way. This is known as bonding costs. The last cost is 

the reduction in wealth, which the principal will experience when the agent is deviating from actions 

that maximize the principal’s welfare, and since the principal is the residual claimant, this is defined as 

residual loss. 

Followed by the perhaps most acknowledged publication within modern agency theory by Jensen and 

Meckling (1976), Fama (1980) challenged some of the views expressed in their article. Fama (1980) also 

acknowledges the view of a company as a nexus of contracts. However, he argues that the separation of 

security, ownership, and control can be an efficient form in larger corporations. Furthermore, he sets 

aside the concept of central managers and risk bearer. Fama (1980) argues that Alchian and Demsetz 

(1972) and Jensen and Meckling (1976) have ignored an important factor in their research that will 

change the perception of the agency conflict, namely the market. The companies and individual agents 

are getting disciplined by the natural competition that the market creates, and Fama (1980) argues that 

this is both from the external market and the internal market within the companies. The potential new 

managers in the external market are interested in information about how the existing managers 

perform and how they are compensated, and if the potential new managers believe that they can do a 

better job for the same compensation, they will communicate that to the principals of the company with 

the hopes of taking over the job. The competitive managerial labor market also works the other way 

around, and if the companies’ compensation and reward systems do not match the managers’ 

performance, the managers will leave to other companies where they will get compensated and 

rewarded as deserved. Inside the companies, managers will have the incentive to monitor each other. 

One of the talents a manager needs to possess is the ability to monitor lower ranked managers’ 

performance, which creates the natural monitoring from top to the bottom inside the company. 

However, monitoring will also exist the other way around. Lower ranked, but ambitious, managers will 

try to succeed less competent or shirking managers who are ranked higher in the hierarchy, and 

therefore they have an incentive to monitor the higher ranked managers in order to identify the less 

competent ones and the ones who shirk. In general, Fama (1980) argues that managers also have a large 

interest in monitoring other managers since the other managers’ performance will more or less affect 

their own results due to the fact that managers often, among other measures, get rewarded in relation 

to the company’s overall result. 
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Even though Fama (1980) argues that the principal-agent conflict is less of a problem than first assumed 

by earlier authors in the field, one concern that is yet to be discussed is how companies can get various 

types of investors (principals) to invest in the company without giving them significant power to control 

the company. The concerns that limit investors’ enthusiasm and make them hold back can be divided 

into two. The first concern is the already discussed and predominant problem within agency theory: 

How to get managers act in the owner’s interest and maximize the manager’s utility. Secondly, investors 

have interest in what options they have to execute control as protection if owners or managers act in a 

selfish way harming the investors’ wealth. Shleifer and Vishny (1986) argue that one of the main 

components being of importance to an investor is a strong system with regard to the legal protection of 

the investors and of ownership concentration in corporate governance. The reason for the importance 

of this component is that whenever a shareholder holds one share out of a total share amount of often 

several millions, her single vote for the single owned share does not have any real impact. Instead of 

trying to assemble all minor shareholders in a relevant situation, the individual minor shareholder wants 

legal protection to make sure that with the help from the legal system, she can follow up on a situation 

where other owners have not acted in the interest of the shareholder. Shleifer and Vishny (1986) also 

comment on the pros and cons of having a large shareholder in a company. A positive effect is that 

when a shareholder’s ownership of a company increases, the shareholder’s interest in the company’s 

performance also increases, which translates into a higher incentive for the shareholder to reduce the 

agency costs. However, if no other shareholders can challenge the large shareholder, she has the power 

to exercise her incentives to act in a way that will increase her utility and decrease the rest of the 

shareholders’, which highlights the importance of the legal protection of minor shareholders. 

In literature, there are several theoretical arguments for why indicate large shareholders are present in 

companies. The first is as Shleifer and Vishny (1986) argue that if there is no strong legal protection 

system, potential investors have less incentive to become a minor shareholder since they have no 

options to take action when actions that harm their investment are taken. Furthermore, it is attractive 

to become a large controlling shareholder if none are already present since the large controlling 

shareholder has the power to maximize her own utility function without any smaller shareholder 

intervening (Shleifer & Vishny, 1986). This entrenchment conflict is also called self-dealing and will be 

further explained later in the theoretical framework. 
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Secondly, as an owner of a company, Meckling & Jensen (1976) argues that a way to maximize the 

company’s value and thereby the owners’ utility is to monitor the managers. Assuming that the costs of 

conducting value-creating monitoring are constant, the benefits of monitoring will increase with the 

share of the company owned by the shareholder, and therefore the shareholder has the incentive to 

become a large shareholder, which will benefit all shareholders. 

4.1.2 MAIN CONFLICTS IN AGENCY THEORY 

After having reviewed the most acknowledged developments in agency theory, this section will explain 

more in depth three of the key points in the theory that we find interesting and highly relevant in 

relation to the research question studied in this thesis. Because of the relevance, the review of the 

conflicts will therefore help the reader understand our research perspective. The three subjects are all 

about conflicts between different parties within the agency theory. The three conflicts that will be 

elaborated in this section are (1) the conflict between owners and managers, (2) the conflict between 

majority and minority owners, and (3) the conflict between owners and other principals. 

4.1.2.1 THE CONFLICT BETWEEN OWNERS AND MANAGERS 

Since corporate governance and agency theory are so imbued with the conflict between owners and 

managers, it is necessary to get a more thorough understanding. The definition of owners and managers 

will be presented first followed by a review concerning what kind of actions the different parties can 

take to mitigate the conflict. We do not limit owners to be shareholders in a company exclusively. 

Creditors will also be interpreted as owners as Meckling & Jensen (1976) also do, even though creditors 

can usually be seen as a more passive type of owner compared to shareholders. The reason for including 

creditors as a type of owner is that they usually have a contract stating that when the company makes a 

covenant breach, they have the right to become an active owner and take control of the company. 

Therefore, owners can both be equity and debt holders. Managers are defined as the highest level of 

management in the company. 

As stated earlier, Jensen and Meckling (1976) argue that there are three costs associated with the 

agency conflict (monitoring, bonding, and residual costs). While the two costs, monitoring and bonding 

costs, are related to actions taken in an attempt to mitigate or completely eliminate the interest conflict 

between the owners and the managers, the residual cost is the cumulative cost that the owner will 
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experience when the managers deviate from taking the actions that will maximize the owner’s utility. In 

the following, the mechanism of monitoring and bonding will be discussed. 

Monitoring is the controlling tool an owner can use to make sure that the manager acts in the owner’s 

interest. Monitoring is present at all levels of a company, but the most obvious example of monitoring is 

the role of the board of directors. They are a group of people who are appointed by the company’s 

shareholders, and one of the board of directors’ jobs is to discipline management and keep track of the 

company's management team and continuously evaluate their performance and daily actions. A good 

board of directors will mitigate agency problems with their ability to monitor managers and by acting 

upon observed action from the managers that are not in the owner’s best interest. The board of 

directors is also the group who controls decision-making when the company is facing large and more 

critical decisions that are extraordinary and not a regular part of the daily work routine. 

The extent of the owners’ incentive to monitor the performance of the managers will be highly 

correlated with how concentrated the ownership structure in a company is (Berle & Means, 1932). 

Important to note when looking at the concentration of ownership is that it should not be limited to 

equity, but should also include debt since the creditors do also have an interest in the company’s 

performance. The reason for creditors’ interest in the company’s performance is that if the company 

ends up in a situation where the creditors need to exercise their right to act on covenant rights, it is 

often because the company is currently in a bad state and is not able to pay its obligations to the debt 

holders, among others. This also means paying back loans and interest to the creditors. Therefore, 

creditors also wish to avoid a situation where the company ends up in such a bad state as bankruptcy 

where it is no longer able to pay back the loans and interest, and this gives them an incentive to monitor 

management of the company. 

Bonding activities are the activities that the owners can engage in as means of trying to get managers to 

act in their interest – the most prevalent method is the formulation and signing of a contract. A quote, 

which highlights one of the major issues with bonding activities, is: “Perhaps what you measure is what 

you get. More likely, what you measure is all you’ll get. What you don’t (or can’t) measure, is lost” 

(Johnson, 2007). Therefore the formulation of the contract has to be well thought out. The perfect 

contract is costless to produce and succeeds in completely aligning the interest of the manager with the 

interest of the owner, which means that the perfect contract eliminates all of the agency costs. In 
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practice, the perfect contract is unattainable, but the companies should still strive to formulate the 

contract as close to the perfect as possible. As a way of trying to align interests, it is common to link the 

manager’s total compensation to the company’s performance. This can be done in various ways, but a 

popular method is to tie up a part of the managers’ compensation to the company’s equity. By doing 

this, the managers will not only be monitored by the owners, but since the value of the managers’ 

equity has a floating price on the stock market, the managers will constantly be monitored by the 

market.8 Furthermore, the managers’ wealth will increase and decrease along with the owners’ wealth, 

meaning that the managers’ interest becomes aligned with the owners’ for the part of their 

compensation coming from the equity. 

Ever since the equity method has been put into use, there has been continuing experiments to improve 

how the compensation should be issued so that the managers have incentives to increase wealth for the 

company in a long-term perspective. Possible solutions to this concern seen in practice are that the 

compensation should be based on an average from the last three or five years or to pay the manager 

with shares that cannot be exercised before a certain amount of time. Other common concerns are 

whether the manager should get rewarded (punished) for an increase (decrease) in the company’s 

performance due to external factors in the market that the manager has no control of and therefore 

cannot be held responsible for. 

4.1.2.2 THE CONFLICT BETWEEN MINORITY AND MAJORITY OWNERS 

The next conflict touches on the conflict of interest that may occur between owners with a large share 

of the company and owners with a small share. As stated in the section about the conflict between 

owners and managers above, higher concentration of ownership can increase the incentive and amount 

of monitoring from the large shareholder and thus mitigate the principal-agent conflict due to managers 

not shirking as a result of the higher risk of being revealed. But the higher concentration of ownership 

causes another conflict between minor and major owners of the company. To ease the understanding of 

this conflict, it can help to view the controlling (majority) owner as the manager (agent) and the minority 

owner as the owner (principal). The degree of conflict between the two parts depends on the (minority) 

owner’s ability to get access to relevant information about what is going on in the company and the 

                                                           
8
 This works most optimal if the company is publicly listed, which all the companies in our sample is. 
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legal protection in the actual country in which the company is present. When a situation occurs where 

the controlling owner (agent) is able to act in a way that will benefit the controlling owner, but harm the 

minority owner, and the minority owner is in a situation where she cannot affect or stop the action, the 

majority owner has the incentive to take advantage of it. Therefore the legal protection in countries are 

a quite essential security for the minority shareholder, and the incentive to become a minority owner of 

a company where the legal security is good is larger than where the legal protection is poor (Leuz et al., 

2009). 

The legal protection is studied by, among others, Djankov et al. (2008). They look into where 72 

countries’ laws originate from and which impact the origin has on investors’ protection (Djankov et al., 

2008). Furthermore, they study the general impact of legal protection in the countries studied. They find 

a negative correlation between residual anti-self-dealing and residual control premium, meaning that 

the easier it is to self-deal, the higher the premium for getting a controlling share in a company. Self-

dealing is the authors’ term of being a major shareholder acting in a way that will only benefit the major 

shareholder and harm the remaining shareholders. Self-dealing activities could be exploitation of 

corporate resources or tunneling, which is a term coined by Johnson et al. (2000) to describe asset 

appropriation by major shareholders, which legally or illegally transfer assets and profits to themselves. 

4.1.2.3 THE CONFLICT BETWEEN OWNERS AND OTHER PRINCIPALS 

The last conflict explained in depth differs from the two others by the type of actors in the conflict. The 

previous conflicts have concerned actors in a position where they can affect the company’s decisions. 

The following conflict concerns actors who are without control rights under normal conditions, but is 

still affected by the company’s performance. 

In the article authored by Jensen and Meckling (1976), the other principals are defined as the debt 

holders in a company. Since the debt holders do not have any impact regarding the daily operations and 

decision-making, they are not a classical acting principal. Nonetheless, they will bear the costs of 

managers making irrational decisions and actions, including unnecessary spending. Jensen and Meckling 

(1976) also prove in their research that shareholders will have incentives to make decisions that are not 

optimal for the investors as a whole, but are more attractive to shareholders since they wish to shift the 

risk over to the passive debt holders. These decisions will further lead to wealth shifting from debt 

holders to shareholders. Since the debt holders logically wishes to avoid this scenario, they will in the 
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contract between them and the company include agreements that will decrease the shareholder 

incentive to take such action and by that try to prevent the conflict. An example could be if the 

company’s risk profile exceeded a certain threshold, the debt holder could increase the interest on the 

already issued loan, or under special conditions where harmful decisions for the debt holder are made, 

give the debt holders the right to exercise their option to convert debt into equity instead and by that 

become an active shareholder. 

The effects of various decisions in a company are, however, not only limited to owners directly linked to 

the company. Consequences of the actions taken in a company will have indirect effect on the 

company’s surroundings and to different extents, the whole society. One concern is whether it is 

possible to form a contract that can help avoid companies shifting costs to the society and instead 

coming to an agreement that can benefit both parties (Tirole, 2001). This subject is starting to take all 

stakeholders9 into account, but will not be discussed in more detail in this thesis since we only focus on 

the shareholders’ perspective. 

4.1.3 AGENCY THEORY AND THE BLOCKHOLDER 

The purpose of this section is to review some of the agency literature scoped the same way as this thesis 

and the underlying research question. As the thesis focuses on the relation between ownership 

structure and the company’s performance (where the ownership structures are defined as two 

structures: (1) where a controlling owner is present and (2) a dispersed ownership structure where no 

large owner is present), this section will focus on the behavior of the controlling owners. Holding a large 

share of a company is defined as being a blockholder. Recent literature has studied the various options 

that blockholders have to engage in corporate governance and thereby affect the company’s 

performance due to their power through large share of ownership. 

Edmans (2013) argues that blockholders can exercise their power in three different ways: (1) 

intervention, (2) exit the ownership, and (3) worsen performance by private dealing that will have an 

effect on the company’s value and thereby the company’s performance. In the article by Edmans (2013), 

the definition of a blockholder is an owner who owns at least 5% of the company. In this thesis, we will 

                                                           
9
 Stakeholders are all members of the surroundings who are affected in some way by the companies’ actions. If a 

company moves from one country to another, the initial country will lose the tax income from the company that 
could be spent on the country’s infrastructure. Therefore it affects the citizens of the country and they are 
stakeholders in this action. 
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study controlling blockholders who own a large enough share to be in control of the company. The 

threshold for being a controlling blockholder is an ownership stake of at least 25% of the company (our 

threshold is justified in section 5.3 concerning the ownership variables in the thesis). Since our threshold 

of a controlling blockholder is way beyond the requirements of being a blockholder, their actions will 

more likely have a bigger impact on a company. In the following, the three actions will be described in 

depth. 

4.1.3.1 INTERVENTION 

Intervention is also known as the voice of the blockholder (Edmans, 2013). Intervention is the actions 

the blockholder can take to improve the company’s value by its own expense since the time spent on 

improving the company’s situation could have been spent on increasing the blockholder’s wealth in 

other ways. Some of the actions the blockholder can take are related to helping the managers in their 

work to create more value in various ways, for instance by giving advice to management with regard to 

strategic decisions or with the help from monitoring knowing when to prevent managers from 

destroying value by unreasonable decisions or replacing a manager due to underperformance. However, 

there is a free-rider conflict that decreases the incentives that the blockholder has to engage in 

expensive monitoring (Shleifer & Vishny, 1986). When the blockholder is monitoring and engaging in the 

company, the probability that the blockholder will discover a rewarding business strategy will increase. 

If the blockholder gets the newly discovered competitive strategy implemented, she will only be 

rewarded with the part she owns of the company, and the rest of the owners will gain the remaining 

reward created by the blockholder’s efforts and expenses. The blockholder will theoretically have 

options to increase her gains from the reward by buying a large part of the company before the 

implementation of the new strategy. However, in practice this is not possible due to the market 

mechanisms. This is also confirmed by Grossman and Hart (1980) arguing that when a large blockholder 

suddenly wishes to buy as much of a company as possible, existing small shareholders will not sell for 

the initial price because they expect that the blockholder wishes to buy since the blockholder expects 

that the value of the company will increase. Therefore, the small shareholder will only want to sell at a 

premium. 

4.1.3.2 EXIT OF THE BLOCKHOLDER 

As stated above, intervention can theoretically be a great tool, but in practice, there are mechanisms 

that make it difficult to execute. However, the blockholder has other options, and selling her share of 
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the company is one of them (Edmans, 2013). The reason for this is that the market will respond to the 

behavior of a blockholder since the market believes the blockholder to have more and better 

information about the company’s future than others. Assuming that, the manager has the incentive to 

make decisions that will create benefits in the short term, but not in the long term, the blockholder has 

the option of selling her shares, which gives a strong counter reaction to the manager’s short-term 

incentive (Edmans, 2013). The reason for this is that if the manager makes short-term investments, the 

blockholder will exercise her exit option, and the market will immediately react by lowering their 

expectations for the company’s future long-term performance, which affects the valuation of the 

company. This means that the expected benefits from the short-term decision that the manager wanted 

to realize got canceled out, and therefore the incentive to make the decision is mitigated (Edmans, 

2013). 

However, for the blockholder to be able to use this action, she needs to have the knowledge about the 

expected value of the company in the future. This information is costly and therefore, as argued many 

times before in agency theory, the incentive to determine the relevant information to know when to 

exercise the exit option and by that keep the manager at check is highly correlated with the share of 

ownership. 

4.1.3.3 WORSEN PERFORMANCE 

The issue regarding entrenchment was discussed in the section about the conflict between minor and 

major owners and will therefore not be reviewed here. Instead, we will explain the other actions that a 

blockholder can take, which will create issues regarding blockholders worsening the performance of a 

company. 

One of the issues is that blockholders are often not willing to take on the necessary risk and force the 

company to turn down value-creating investments. The blockholders’ unwillingness is due to having tied 

up a large investment in the company and therefore being concerned about the idiosyncratic risk they 

bear (Edmans, 2013). 

It is worth mentioning that previous literature finds that blockholders decrease the attractiveness for 

other investors to become a blockholder in the company. A theoretical explanation for this is that the 

potential blockholder will not be able to tunnel corporate resources since the existing blockholder will 

prevent it (Zwiebel, 1995). Because of this mechanism, existing blockholders have the incentive to bring 
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in other blockholders before they try to sell their share. This way, the market can see there are several 

majority owners who monitor each other and mitigate the self-dealing, and this will drive the market 

price up (Bennedsen & Wolfenzon, 2000). 

Based on Edmans (2013), we will construct our hypotheses in the following. The first two hypotheses are 

about the behavior of a controlling blockholder followed by two hypotheses regarding the performance 

of companies with controlling blockholders compared to the performance of widely held companies. 

The first hypothesis of this thesis will investigate the impact of a controlling blockholder in terms of the 

company’s investments in R&D. Hypothesis 1.a is as follows: 

Hypothesis 1.a:  

“Companies with a controlling blockholder will invest less in R&D relative to widely held 

companies.” 

The reason for looking at the behavior of companies with a controlling blockholder in relation to R&D is 

that the R&D factor is often discussed in relation to how it will affect the company’s future. R&D is by 

many seen as the company’s investment to secure survival in the future and keep being a competitive 

company that performs well. This is confirmed by looking at earlier research that has studied the effect 

of investments10, which has found that an announcement of an increase in investments for industrial 

companies will affect the stock return positively (McConnell & Muscarella, 1985). Furthermore, previous 

research has used R&D as a control variable because they believe it is a factor that increases the 

company’s performance (Morck et al., 1988). Since the markets respond positively to a company’s 

announcement of more heavily investments, we have reason to believe that it will have a positive effect 

on the company’s future performance. The variable will be further elaborated in section 5.2.4 

concerning the R&D variable. 

According to the before mentioned previous research, R&D should have a positive effect on companies 

in the future. However, as Edmans (2013) argues, blockholders are often reluctant to take on the 

necessary risk that is often required to invest in the right R&D. The reason for the reluctance is the 

idiosyncratic risk they bear by holding such significant part of a company and therefore not being 

                                                           
10

 R&D is a part of the measure “investments” that McConnell & Muscarella (1985) and Morck (1988) studied  
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efficiently diversified. Because of this, we expect companies with a controlling blockholder to invest less 

in R&D. 

The next hypothesis also seeks to investigate whether the fact that a company is being controlled by a 

blockholder has an impact on the company’s behavior in relation to the company’s gearing. In this 

thesis, the gearing will be measured as gearing that will be further explained in section 5.2.2. Hypothesis 

1.b is as follows: 

Hypothesis 1.b: 

“Companies with a controlling blockholder will have a higher gearing relative to widely held 

companies.” 

A company can be financed in two ways: either by debt or by equity. Gearing describes the relation 

between the two with regard to the company’s chosen capital structure (Petersen & Plenborg, 2012). 

The measure will be further described in section 5.2.2 concerning gearing. There are benefits related to 

both of the options that the company can decide to be financed by. Equity investors usually have a 

required rate of return that the company needs to achieve to make the investors satisfied with their 

investment. However, the company has not committed itself to pay out anything to the investors. This 

means that in a situation where the economy is in recession or even in a crisis, the company does not 

have any obligations, however, it will most likely try to get investors to understand why the return on 

their investment is lower by blaming the economy and explaining how difficult it is to achieve a good 

result. When a company is financed by debt, the company pays the loan back through and additional 

interest. The financial expenses that the company has from the loan can be deducted in tax and result in 

tax savings, often called tax shield (Petersen & Plenborg, 2012). Paying less tax will obviously have a 

positive effect on the company’s result (performance). The downside of being financed by debt is that 

the lenders want their interest every period whether it has been a good or a bad period for the 

company. Therefore, the more of the company being financed by debt, the more vulnerable the 

company will be in case of unforeseen economic shocks like a financial crisis. The answer to the optimal 

financial structure is ambiguous, but to be financed by debt is often preferable due to the tax savings up 

until an undefined point in time where it becomes too risky. 



35 

Based on the literature by Edmans (2013), we believe that controlling blockholders aim to get the 

company they control financed by higher gearing compared to widely held companies. As argued earlier, 

blockholders do not tend to be well diversified (Edmans, 2013), and since all their eggs are in one 

basket, they will not be interested in injecting more of their personal wealth in the company. If they try 

to raise capital with equity, they will lose voting power to the new shareholders. On the other hand, if 

the controlling blockholders can get the financial institutions to finance the company, they will keep 

their controlling power and not risk more of their personal wealth. 

Followed by the investigation of the behavior in companies with a controlling blockholder, we move on 

to study whether they have a positive effect on the company performance compared to the 

performance in widely held companies. It is expected that, on average, controlling blockholders have a 

positive effect on a company. The reason for the expectation will be explained after the fourth 

hypothesis: 

Hypothesis 1.c:  

“Companies with a controlling blockholder perform better relative to widely held 

companies.” 

So far our theoretical framework suggests that agency costs between the owner and the manager can 

only be avoided if the manager is also the only owner (Jensen & Meckling, 1976). In practice, this is not 

likely to be the case, and therefore the third type of agency costs, residual loss, is a reality no matter 

what. As explained in this section, the larger the shareholder’s share of a company, the larger the 

incentive to initiate monitoring and bonding costs is, and this will, ceteris paribus, decrease the residual 

loss and maximize the company’s performance and value. 

Furthermore, as argued by Edmans (2013), when the blockholder has the incentive to be engaged in the 

company’s health and continuous development, the blockholder obtains knowledge through the 

commitment that will most likely help the company’s future performance. As also argued above, the 

blockholder’s option to sell her shares in the company and thereby lower the value of the company is a 

continuous threat that will keep the managers from making decisions that will harm the company's 

performance. 
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Other researchers have made relatively similar research and have found that controlling blockholders 

have a positive effect on companies. Among others, Morck et al. (1988) find that company value 

(measured by Tobin’s Q) tends to increase as managerial stock ownership increases. Also McConnell and 

Servaes (1990) study Tobin’s Q in relation to inside ownership and finds that the company’s value 

increases when the ownership increases up until somewhere between 40% and 50%, whereas the 

company’s value will start decreasing if the ownership increases further. Kole (1995) tries to confirm the 

findings by Morck et al. (1988) and McConnell and Servaes (1990) with new data, but reusing the 

regressions and Kole’s findings shows a relation between Tobin’s Q and managerial ownership where 

the correlation is positive from 0% to 5% ownership, negative from 5% to 25% ownership and again 

positive from 25% ownership and beyond (Kole, 1995). 

Based on the following findings and with our definition of a controlling blockholder being that the owner 

has to pass the 25% ownership threshold, we have good reason to believe that the controlling 

blockholder has a positive effect on the company's performance. However, we do not check if the owner 

is a managerial or inside owner, they just have to be an owner. If the hypothesis ends up being rejected, 

this could be a reason. 

Followed by hypothesis 1.c, hypothesis 1.d will test almost the same thing, but this time the effect will 

be studied by looking at the change in the effect of a controlling blockholder throughout the financial 

crisis: 

Hypothesis 1.d:  

“Companies with a controlling blockholder are better at maintaining their performance 

through financial turmoil relative to widely held companies.”  

The reason for believing hypothesis 1.d is correctly assumed is the same as was used to justify the 

previous hypothesis 1.c. As mentioned in the introduction to this thesis, we found it interesting to 

investigate if controlling blockholders have an effect on performance during the financial crisis. 

Therefore, this hypothesis will check for the exact same thing as hypothesis 1.c, but combine it with the 

financial crisis. 

Furthermore, low gearing will make the company less vulnerable to the financial crisis since, as argued 

in hypothesis 1.b, the creditors still want their interest independently of the company’s performance. 



37 

Since hypothesis 1.b expects companies with a controlling blockholder to have a lower gearing, this 

hypothesis is further justified. 

4.1.4 AGENCY THEORY AND SPECIFIC TYPES OF CONTROLLING BLOCKHOLDERS 

The controlling blockholder can be various types of legal entities (e.g. banks, pension funds, etc.). Some 

of the recent research in corporate governance has acknowledged that the different types of legal 

entities can have different agendas and therefore different behavior. Lins et al. (2013) study whether 

the controlling blockholder being a family is good or bad for the company’s performance due to its 

specific behavior compared to companies with another type of controlling blockholder. The authors 

define a blockholder as controlling when the blockholder’s ownership stake is at least 25%, and they 

separate the controlling blockholders into two categories: family and non-family. The same definition is 

used in this thesis. 

Lins et al. (2013) have reason to believe that the family controlled companies perform worse than non-

family controlled and widely held companies through a financial crisis. When a financial shock as the one 

from the recent financial crisis appears, it will likely increase the conflict between the controlling family 

and the minor shareholders (Lins et al., 2013). A reason for this is that the family has the incentive to use 

the company’s resources to satisfy their personal needs and thereby harm the overall company. Another 

reason is that the family lacks diversification and becomes too prudent with regard to risk and will turn 

down crucial investments with the purpose of the company to stay competitive in the future. This was 

also argued by Edmans (2013) to be an issue for blockholders in general. It is therefore evident to 

investigate the behavior of the two blockholder categories to see if companies controlled by a family are 

even more risk-averse compared to companies controlled by different institutions than families. 

This leads to two hypotheses investigating the behavior of companies with family blockholders 

compared to the behavior of companies with other blockholders and widely held companies where we 

find it natural to first test the same factor as will be tested in hypothesis 1.a. The investigated variable is 

again R&D relative to the company’s total assets in order to investigate if there is a pattern between the 

amount of R&D investments and the type of blockholder. The first hypothesis will look as follows: 
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Hypothesis 2.a:  

“Family controlled companies will invest less in R&D relative to widely held and non-family 

controlled companies.” 

This hypothesis is justified since, as argued for hypothesis 1.a, investments are crucial for the future 

health of the company and its ability to continue being competitive. Furthermore, previous research has 

proved the hypothesis, e.g. Faccio et al. (2011) find companies controlled by an undiversified owner will 

decrease the amount of less risky investments. Lins et al. (2013) find that family controlled companies 

tend to decrease the amount of investments during a financial crisis significantly more than companies 

with a different type of corporate structure. 

Next we seek to investigate the behavior in terms of gearing between the two categories of 

blockholders with the following hypothesis: 

Hypothesis 2.b:  

“Family controlled companies will have a higher gearing relative to widely held and non-

family controlled companies.” 

As explained in hypothesis 1.b, gearing is a crucial point when determining the companies’ volatility and 

thereby performance. Lins et al. (2013) bring in a new aspect in terms of the families’ expected 

behavior. The authors have argued that families tend to use the company they own as their private 

savings. Therefore, one could expect that the family prefers equity to debt, because they do not have to 

pay interest and they can use the capital to their private benefit. Based on this, we believe that this 

hypothesis will be proven correct in the analysis. 

After investigating the behavior of companies with the different controlling blockholders in relation to 

each other and widely held companies, the hypotheses again turn to performance. The next hypothesis 

is: 

Hypothesis 2.c:  

“Family controlled companies perform worse relative to widely held and non-family 

controlled companies." 
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A reason to believe that this hypothesis is true is that the controlling families have an incentive to use 

company’s resources for private benefits (Lins et al., 2013). This incentive is possible through the second 

conflict in agency theory (the conflict between minority and majority owners) explained above. The 

hypothesis is additionally justified because Lins et al. (2013) find that family controlled companies 

indeed perform worse through a financial shock. 

The findings from Lins et al. (2013) combined with the structure of our hypotheses from 1.a to 1.d 

create the last hypothesis: 

Hypothesis 2.d:  

“Family controlled companies will handle a financial crisis worse relative to widely held and 

non-family controlled companies.” 

Again, the justification is described in the hypothesis investigating performance between companies 

with a controlling blockholder and companies without combined with the light that Lins et al. (2013) 

shed on the subject with the focus on family controlling blockholders. 

In this section, we have discussed topics and conflicts concerning the theoretical framework of this 

thesis. The purpose has been to provide the reader with an in-depth understanding of the corporate 

governance and agency theory that this thesis builds upon. While reviewing the theory and previous 

literature, eight hypotheses were formed that this thesis will aim to investigate and answer in the 

following.  
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5 VARIABLES 
In this section, we will elaborate on the different variables we have used to test our hypotheses. We 

have three categories of variables, and we will explain their purpose and how we intend to use them in 

our analysis. Additionally, we will describe the shortcomings, which we need to be aware of related to 

the variables. The three categories of variables we have used are: (1) performance measures, (2) control 

variables, and (3) ownership structure variables. 

5.1 PERFORMANCE MEASURES 
The performance measures are the measures that show how good the performance of a company in our 

sample is. The performance measures will be used as the dependent variable in all of our models that 

investigate the relationship between performance and ownership. We have decided to use four 

different performance measures since performance can be defined in a variety of ways depending on 

situation and perspective. Therefore, we find it advisable to use the chosen variables that show different 

aspects of performance, because it gives a more absolute picture of the relationship between 

performance and ownership. The four performance measures are (1) EBITDA margin, (2) ROA, (3) total 

return, and (4) Tobin’s Q, and they will be explained in the following. 

5.1.1 EBITDA MARGIN 

The first performance measure used is EBITDA margin. EBITDA is an abbreviation of Earnings Before 

Interest, Taxes, Depreciation and Amortization (Petersen & Plenborg, 2012). The measure is an 

accounting measure and is related to the company’s income statement. The measure can be interpreted 

as the company’s ability to earn money from its core operations. It is calculated in the following way: 

                                                                                   

We are looking at EBITDA margin, and it is calculated in the following way: 

                    
      

           
 

We have selected this accounting performance measure over, e.g., the ratio net income to sales since 

investors tend to be more interested in how healthy the core operations of a company is compared to, 

among other things, the excluded factors; interest and tax expenses. The reason for why interest, tax 

etc. is excluded in the EBITDA measure is that investors find it less difficult to change these factors (e.g. 
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renegotiate the debt and interest payment with creditors or move the operations to a country with 

lower company tax) and they are more concerned with the company’s core activities. 

There are some shared opinions whether EBITDA is problematic to use as a performance measure or not 

(Petersen & Plenborg, 2012). The critics claim that the excluded depreciation is a proxy for the use of a 

company’s resources needed to generate the earnings, and therefore it is misleading to exclude some 

expenses used to obtain the earnings when all the earnings are included. Furthermore, it is difficult to 

compare companies with organic growth and companies growing through acquisitions. E.g. businesses 

generating goodwill internally have to expense these goodwill outlays due to measurement problems 

compared to the companies that acquire businesses, which must capitalize goodwill while the 

consumption of goodwill is not recognized in EBITDA (Petersen & Plenborg, 2012). The EBITDA margin is 

considered a good performance measure by the majority, however, it can be misleading and therefore it 

should not stand alone. In our analysis, the EBITDA margin will not stand alone as a performance 

measure, but will, as mentioned before, be one of our four selected measures. 

5.1.2 ROA 

The next performance measure we will use is also an accounting-based measure using figures from the 

income statement and balance sheet. ROA is a relation between the operational profitability normally 

represented by net income divided by the book value of the total assets that a company contains 

(Petersen & Plenborg, 2012). As indicated by the measure’s name, it expresses the company’s ability to 

utilize its assets and generate return to the company’s investors. We have changed the ratio a bit to 

provide a more insightful result. Instead of the classical way to calculate it, we will use the following 

formula: 

      
      

            
 

The arguments for using EBITDA in ROA instead of net income are the same as in section 5.1.1 above 

explaining the use of EBITDA margin. 

ROA is a performance measure highly dependent on the industry of the respective company and will 

vary in respect to that. This is since some industries are very asset-intensive and therefore needs large 

investments before being able to operate in a competitive manner. One example hereof could be the 
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shipping industry where a large fleet of expensive ships is needed in order to operate. Conversely, a 

company with software developers does not need much more than providing each developer with a 

laptop and a desktop to work on. However, we will correct for this with industry dummies in our 

regression, which will be further elaborated in section 5.2.6 below dealing with control variables. 

ROA is a performance measure used in previous studies. For instance, Maury and Pauste (2005) are 

investigating the company’s performance with ROA as the main measure in the robustness check. 

Additionally, Thomsen et al. (2006) use ROA to account for forward-looking biases found in measures 

where the market price is included. Furthermore, in practice, the ROA measure is a very common ratio 

used in the business world. 

In relation to our analysis, the measure can help determine if managers in the different types of 

ownership structures make good daily decisions, strategic decisions, and investments that create a high 

return compared to the investment. It will also help us show if there is a correlation between return and 

ownership structure and therefore conclude if a certain structure affects the return in a better way than 

other ownership structures. 

Another closely related and in practice popular option instead of ROA is ROE (return on equity). Instead 

of measuring the return in relation to all invested assets, it only calculates the return in relation to the 

investment made by shareholders, which is defined as equity. This can seem like a more convenient 

ratio taking into account that we look at company performance mainly from an investor’s point of view, 

and that they are first of all interested in the return on their individual investment. However, we find 

ROE somewhat misleading since the measure does not take the financial risk into account by leaving out 

the other part of the companies’ liabilities; the gearing. 

5.1.3 TOTAL RETURN 

The third performance measure is the total return (Berk & DeMarzo, 2011). This measure includes not 

only the shareholder’s return caused by fluctuation in the stock price, but also takes into account the 

dividends paid out in the period that the shareholder has held the stock. The total return assumes that if 

any dividend has been paid out to the shareholder, she has reinvested it in the same stock that paid the 

dividend. Many measures investigate the shareholder return only looking at the return caused by an 

increase or decrease in the stock price and therefore ignore the paid out dividend. However, the 
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dividend is also a return for the investor and should therefore be included in the estimate of return. The 

total return is calculated in the following way: 

                  

       
    

Since we do not look at individual investors buying and selling stock time and again, but at the different 

companies as a whole, the way we calculate the total return is by measuring the total return for 

companies a year at a time. This means that the total return for 2007 is the total return from 2006 to 

2007, and for 2009, it is from 2008 to 2009 and finally, for 2011, it is the return from 2010 to 2011. 

Compared to the two previous performance measures, total return is different from the others in 

significant ways. This measure is based on the market value instead of an accounting number. This 

means that it captures the market expectations for the company’s performance in the future based on 

all available information, because we partly believe in the efficient-market hypothesis11. The fact that 

the total return is able to capture everything based on the market makes it a powerful measure. 

However, there are some biases related to the measure since it uses market value. Worth mentioning is 

the fluctuation in the stock market and stock that can be priced incorrect due to low liquidity (Berk & 

DeMarzo, 2011). 

In the article by Lins et al. (2013), they include some control variables with the purpose of controlling for 

several things in the market. The control variables used that are of particular interest for the total return 

measure are beta, momentum, and freefloat. However, as seen in section 5.2 concerning control 

variables below, we only manage to get the needed information for the beta value. We are aware of this 

and will take it into account when interpreting the results of total return. 

5.1.4 TOBIN’S Q 

Our last performance measure is a ratio showing the relation between a company’s market value and 

the book value listed in the balance sheet. It is important to notice that different from our three first 

performance measures, Tobin’s Q has both a factor in the equation linked to the market and a factor 

                                                           
11

 An investment theory that was developed by Professor Eugene Fama (early 1960), which states it is impossible 
to "beat the market" because stock market efficiency causes existing share prices to always incorporate and reflect 
all relevant information 
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linked to the balance sheet. The Tobin’s Q measure was developed by James Tobin (1969) and has 

become one of, if not the most popular performance measure within the research field of corporate 

governance. Many researchers have tweaked the measure a tiny bit to make it fit their models; 

however, the original and correct definition of the measure is “the market value of the company’s assets 

divided by the replacement costs of the assets”. This means that the ratio explains the relation between 

the market value of the specific company holding the assets and the price for anyone to go out and 

acquire the exact same assets as the company hold. The ratio can therefore be interpreted in the 

following way: If the ratio is above (below) one, it means that the market believes that the ability of the 

company’s management to utilize the assets is better (worse) than others (Tobin, 1969). 

Since Tobin’s Q includes the market value, the measure takes into account the expectations of the 

market for future return based on the company’s assets. Therefore, it, just as total return, captures 

many things that the two first measures do not.  

As briefly mentioned in the beginning, researchers have often adjusted the calculation of Tobin’s Q to fit 

their models and data. Among others, Chung & Pruitt (1994) should be mentioned studying whether it is 

possible to determine a simple approximation of Tobin’s Q (Chung & Pruitt, 1994). Also Morck et al. 

have studied management ownership and market valuation with the help of a measure of Tobin’s Q 

(Morck et al., 1988), and Laeven & Levine have studied complex ownership structures and corporate 

valuation (Laeven & Levine, 2008) using the calculation: book value of assets minus book value of 

common equity and deferred taxes plus market value of common equity divided by book value of assets. 

The reason for adjusted measures in practice is that it can be difficult to obtain and determine the 

market value of the assets and that it is especially difficult to determine the replacement costs to 

repurchase the same assets. We will calculate Tobin’s Q in the following way: 

           
                                                                                 

                          
 

5.1.5 THE FOUR MEASURES IN RELATION TO EACH OTHER 

As explained above, in the performance measures, we are using measures that have different benefits, 

but also different pitfalls that we need to be aware of, and therefore the performance measures 

complement each other well. Since the four performance ratios will try to measure the same thing, but 



45 

are having different approaches to what good performance is, we will not be surprised to end up with a 

result where the measures will be contradictory. 

5.2 CONTROL VARIABLES 
In the following section, we will define control variables and explain their purpose. Furthermore, we will 

argue for our choice of control variables. 

The control variables in our regressions are included since we acknowledge that there are other reasons 

than just ownership structure to why a company has great performance. Therefore we include other 

variables that also have an effect on performance in order to eliminate bias on the coefficient for our 

ownership structure variables. We have selected the variables in accordance with the article that has 

been our main source of inspiration (Lins et al., 2013). Since Lins et al. are quite frugal in terms of 

explaining the reasons for using the selected control variables, we have found it necessary to look at 

similar scientific papers. We have done this to confirm the relevance of the selected control variables 

and also to understand what to expect from the variables. The selected control variables in this thesis 

are company size, gearing, liquidity ratio, R&D, and beta12. Furthermore, we control for industry 

specifics and country specifics. In the research by Lins et al. (2013), they have a few more control 

variables in their regression, but as will also be explained in the section 6 about our data collection, we 

have had limited access to the relevant data. In the following, the control variables will be explained. 

5.2.1 COMPANY SIZE 

The first control variable is company size, which is measured as the logarithm of the company’s book 

value of total assets. 

                               

 The use of this control variable is justified because earlier research has proved that company size can 

have an effect on the company’s performance and its ability to recover from a financial downshift 

(Mitton, 2002). Previous research has also predicted that when company size increases it may have a 

negative effect on the company’s performance. This is because larger companies are expected to be 

harder to monitor and therefore require a larger amount of monitoring costs, which is one of the agency 

                                                           
12

 Will only be used in regressions where either total return or Tobin’s Q are the performance measure. 
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costs mentioned in the theoretical framework (Tribo & Urtiaga, 2008). It is also due to the fact that 

larger companies are more likely to be in a more mature state in the company’s life cycle (Maury & 

Pajuste, 2005), and their growth opportunities are therefore limited. We are aware that there can be a 

problem using total assets as the measure of a company’s size since different countries can have 

different standards for reporting the cost basis of their investments on the balance sheet (Mitton, 2002). 

5.2.2 GEARING 

In this thesis, we will use gearing to determine companies’ capital structure, which is as the percentage 

of debt to equity (Petersen & Plenborg, 2012).  

        
    

      
     

This variable is included because it tells how the company’s assets are financed by either debt or equity. 

This is also called the capital structure. The larger part debt represents in the capital structure, the more 

fragile the company will be in an economic recession as the recent financial crisis (Petersen & Plenborg, 

2012). Many have tried to determine the optimal gearing ratio for companies, but there has never been 

an unambiguous answer to the question since there are too many factors affecting what is optimal. 

Companies have incentives to get financed through debt due to higher earnings because of a reduction 

in the tax payments, also known as the tax shield (Petersen & Plenborg, 2012); however, as mentioned 

before, the more debt, the more volatile the company becomes and because of that, the company will 

have a high risk of eventually going into financial distress. Since we are dealing with the financial crisis, 

we expect that gearing has a negative effect on a company’s performance in our study. 

5.2.3 LIQUIDITY RATIO 

The liquidity ratio is calculated by current assets minus inventory divided by current liabilities (Petersen 

& Plenborg, 2012).  

          
                        

                   
 

The variable tells something about how much liquidity a company has at hand, and thereby it becomes 

an indicator of the company’s short-term liquidity risk. If the liquidity ratio is below 1, it means that the 

company is in a high-risk situation where there is a serious concern that it will not be able to pay its 
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current liabilities since it lacks current assets13 like cash and inventory. Therefore a liquidity ratio above 

1 is preferred. However, the ratio should not be too high either. If for instance a company has way too 

much cash at hand, investors would prefer the company to invest the money instead and try to earn 

some return from the money. 

5.2.4 R&D 

R&D is the amount invested by the company to constantly be in a state where it develops and secures 

its future with new and better products and services. R&D will be measured as a ratio showing the 

company’s spend on R&D relative to its total assets.  

    
               

            
 

We would have preferred to have a total investment measure where capital expenditure was also 

included since that is also an investment made by the company with the same purpose. However, lack of 

relevant data made that difficult, and we will use R&D as a proxy for investments. When the company 

invests in R&D, it is with the purpose of generating income in the future. The investment will also create 

a basis that will increase opportunities of future growth. Earlier research has looked at the effect of the 

investment on the company and finds that an announcement of an increase in the company’s 

investments for industrial companies will affect the stock return positively (McConnell & Muscarella, 

1985). This is confirmed by Chung et al. (1998), but only for companies with a Tobin’s Q already above 1. 

Conversely, in cases where the company’s Tobin’s Q is below 1 before the announcement, it instead 

finds the positive effect when the company announces a reduction in its R&D investments (Chung et al., 

1998). 

5.2.5 BETA 

Beta is a measure with the purpose of capturing the systematic risk related to a company (Petersen & 

Plenborg, 2012). Since return is undeniably connected to risk, we have to control for the company’s risk 

when measuring its total return and Tobin’s Q (because of the included market value). Previous research 

also uses beta as a control variable. For instance Lins et al. (2013) who measure company performance 

                                                           
13

 Current assets are those assets that are expected to be used (sold or consumed) within 12 months (according to 
IFRS) 
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by the total return include beta to control for the company’s risk. The measure tells how volatile the 

individual company is to a change in the market and is calculated in the following way: 

  
                            

                
 

The measure can be interpreted in the following way: If the beta value is 1, the company is 100% 

correlated to the fluctuation of the market and is therefore neither more nor less volatile than the 

overall market. If the beta value is 2, the company will be twice as volatile compared to the market 

meaning that both an increase and a decrease will have twice the effect for the company. A beta value 

of 0 means that the company is not correlated with the market, which should only be possible in theory. 

The beta value can also be negative, which means that the value should be interpreted just as the 

positive value in relation to volatility, but going in the opposite direction than the market. 

5.2.6 INDUSTRY AND COUNTRY FIXED EFFECTS 

Lastly, we control for industry and country specifics. The reason for this is that there can be specific 

circumstances related to either an industry or a country that will affect the company’s ability to achieve 

great performance. Since our sample is widely spread across countries all around the world and is 

present in various types of industries, it is necessary to control for this to get the most correct results. 

Examples of things that could affect company performance in relation to the country specifics could be 

differences in country policies, formal institutions, and market conditions defined as law enforcements. 

Also accountability policies, shareholder rights, and ownership protection defined as regulatory 

environment can have an impact. For the industries, there can be several conditions within the industry 

that have an impact on the companies’ performance. Some of the relevant factors that can have an 

impact could be differences in the level of intensity in knowledge capital, capital requirements, and 

what type of product or service the industry produces. 

We have controlled for country specifics by creating a dummy variable for every country having 

companies represented in the sample. The dummy variable will take the value 1 if the specific company 

is present in the specific country and 0 otherwise. To segment the sample into some industry categories, 
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we have used acknowledged SIC codes14. We have used the 1-digit SIC code that divides our sample into 

the following  10 different categories: (0) Agriculture, Forestry & Fishing, (1) Mining, (2) Construction, (3) 

Manufacturing, (4) Transportation, Communications, Electric, Gas & Sanitary Services, (5) Wholesale 

Trade, (6) Retail trade, (7) Finance, Insurance & Real Estate, (8) Services, and (9) Public Administration. 

The industry categories work, like the country categories, as a dummy variable taking the value 1 if the 

company is present in the industry and 0 otherwise. As it will be mentioned in the section 6 about our 

data collection, no companies are present in industry number 7 and 9 due to the initial criteria set for 

collecting the sample. 

5.3 OWNERSHIP STRUCTURE VARIABLES 
In this section, we will explain in detail and justify the different definitions of ownership structure 

selected for this analysis. 

As stated several times before, we have got a lot of inspiration from and based much of the approach on 

the article “Does Family Control Matter” (Lins et al., 2013), and three of our four categories of 

ownership structure are the same as the one they use. The initial analysis will contain companies that 

will be defined as either a company with a controlling blockholder or a company with a dispersed 

ownership structure (without a controlling owner). Followed by the initial analysis, the companies with a 

controlling blockholder are further investigated by dividing them into two ownership structures. The 

controlling blockholders will be defined as either a family as the controlling blockholder or a controlling 

blockholder that is not a family. 

Orbis, one of the data sources we have used to get the necessary data for our sample, has two 

definitions of ownership – direct ownership and indirect ownership (ownership structure guide, u.d.). 

Direct ownership is when a shareholder owns a part of a company directly. Indirect ownership is when 

an owner owns the company through one or more companies that owns the company. Whether it is 

direct or indirect ownership, the given percentage of ownership is related to the voting right, and 

therefore we have decided to look at direct and indirect ownership as being the same. Furthermore, if 

                                                           
14

 The Standard Industrial Classification (SIC) is a system for classifying industries by a four-digit code. Established 

in the United States in 1937, it is used by government agencies to classify industry areas. As explained in the thesis, 
we use the least detailed segmentation (one-digit code). https://siccode.com/en/ 
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an owner owns a company both directly and indirectly and for instance possesses X% direct and Y% 

indirect ownership, the sum of X% and Y% is treated as the shareholder’s total share of ownership. We 

are only interested in the largest shareholders of the companies in the sample, and therefore we have 

no information regarding the rest of the ownership structure. 

The three out of four different types of ownership structures will technically be created as dummy 

variables taking the value 1 if the company’s ownership structure is as the specific structure and 0 

otherwise15. The company’s ownership structure will be defined as controlling blockholder if the largest 

shareholder holds 25% or more of the company. The data source Orbis also provides the necessary 

information to divide the controlling blockholders into either controlled by a family or another type of 

controlling owner. When the family controlling blockholder is defined, the same 25% ownership 

threshold applies, and the owner has to be a family. The company’s ownership structure will be defined 

as a non-family controlling blockholder if the largest owner owns at least 25% and is categorized as a 

legal entity different from a family. Finally, if there is no owner in the company meeting the 25% 

threshold, the company’s ownership structure will be defined as widely held. There will be no 

regressions where all ownership structures are included. Either the model includes the controlling 

blockholder as a dummy or the model includes both the family controlling blockholder and non-family 

controlling blockholder dummies. In a few cases, the model will only investigate companies with 

controlling blockholders and will therefore only have the family controlled blockholder dummy included 

and compare it to non-family controlled companies. 

The individual company’s ownership structure will be the same throughout the three years we have in 

our panel data. The ownership structure reported in the first year (2007) is observed and will apply for 

the company throughout the rest of the observations. The reason for keeping the ownership structure 

static is to solve the endogeneity problem through the years where we would not be able to determine 

if the company’s performance is due to the ownership structure or if the ownership structure is a reason 

for the company’s performance (Thomsen et al., 2006). The assumption that the company will not 

change ownership structure is also supported by previous research that assumes that ownership 

structures do not change over time, and therefore there is no problem in getting ownership structure in 

different years and comparing them because of the stability in the structure (La Porta et al., 1999). To 

                                                           
15

 If no dummy takes the value 1, it means that the company has the ownership structure that has not been 
created as a dummy, which in our case is widely held companies. 
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make sure that the assumption is not completely wrong, we have randomly checked some of companies 

in order to study the actual development of the ownership structure, and there are only minor changes 

over time, but not enough to believe that it is not reasonable to continue with the assumption.  
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6 DATA COLLECTION 
In this section, we will describe how we have acquired the data that form our sample and which we use 

in this thesis to conduct our analysis. First we will introduce the data sources and discuss opportunities 

and limitations of the sources used. Next we will explain the approach to collecting the data from the 

initial criteria to the trimming process in order to exclude data that do not meet the requirements, and 

along the explanation we will critically review our approach to the collection and comment on relevant 

pitfalls that we have to be aware of. 

6.1 DATA SOURCES 
The two data sources we use are Orbis and Datastream that have already been mentioned in section 2 

about our methodology of this thesis. Orbis is a large database with primarily financial information on 

companies from the whole world. However, Orbis also contains other information useful for our thesis 

such as ownership data. Orbis is one of many databases owned by Bureau van Dijk (Bureau van Dijk, 

u.d.), a company with a great reputation for having large and reliable databases. Datastream is also a 

database with a large amount of financial data on companies (Reuters, u.d.). It is owned by Thomson 

Reuters, also a well-known and acknowledged financial data provider. In that sense, we have much trust 

in the reliability of our two data sources, and because of that reliability we trust that our analysis will not 

be wrong because of bad data and pitfalls we have not paid attention to. 

Orbis has been our main source where all information for our sample has been collected except for 

three variables: market value, total return, and the beta value. We would have preferred to limit the 

data source to Orbis, but since it lacks information regarding the stock market for the companies in the 

sample, we decided it would be necessary to find another data source for the three variables concerning 

the market in order to prevent excluding too many companies that we lacked information on. To make 

sure that the data from both sources have been merged correctly, we have used a well-known company 

identification code called ISIN number16 that both data sources use among other company IDs to identify 

companies. We have made a few sample checks to make sure that the merge of the data is correct. 

Since Orbis and Datastream are so rich in data, they have provided us with the opportunity to get the 

relevant information on a large amount of companies in an efficient way compared to manually finding 
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 ISIN is broadly used in the business world to identify companies, and the number was attached to companies in 
our two data sources. 
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the information in companies’ annual reports and elsewhere. Therefore, without the two data providers 

we would not have had the opportunity to make the exact research that we conduct in this thesis. Even 

though the databases provide us with this opportunity, it has been difficult not being frustrated in the 

process about some of the limitations of the two data sources. When we defined our initial 

requirements for the companies that we decided to include in our dataset, as will be explained in the 

next section, Orbis started by identifying 130,159 individual companies meeting our requirements. After 

the whole excretion process also explained in the following, we ended up with only 6,543 individual 

companies, which is approximately 5% of the initially identified companies. The final sample size is large 

enough to find statistical significance, but we would like the sample to be larger. 

6.2 THE DATA COLLECTION 
To find the relevant companies we wanted to include in our analysis, we looked at the criteria from 

previous literature and found inspiration in the article by Lins et al. (2013). We decided to use the same 

criteria as them. The initial criterion we sat up was that companies defined as financial companies were 

excluded. The reason to exclude them is their complexity and thereby the difficulties related to fully 

understanding them. Furthermore, in general they fundamentally differ from industrial companies. We 

have noticed that a lot of the similar and relevant research has also decided to exclude financial 

companies, and therefore we are confident in the decision to exclude them. Since our research is 

quantitative and we do not have the resources to investigate individual cases concerning why a specific 

company is in an abnormal situation, we decided to exclude them instead. This means that companies 

with negative equity, negative cash, and/or negative long-term debt are all excluded. 

Geographically the only limitation is that companies located in the US are excluded. The companies 

located in the US are also excluded in Lins et al. (2013), and we like the idea of excluding the perhaps 

most studied market. Furthermore, the types of family controlled companies that we study, in the US 

most often have e more complex ownership structure compared to the norm, for instance an ownership 

structure including dual-class shares. Dual-class shares are two shares completely alike in terms of cash 

flow rights for a company, however, one of the dual class-shares grants a greater extent of voting rights 

compared to the other dual-class share (often 10 to 1). We are not sure how to control for this more 

complex structure, and therefore we find it reasonable to exclude companies from the US due to dual-

class shares. 
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This thesis seeks to explain companies’ performance by, among others, the performance measures total 

return and Tobin’s Q that are explained more thoroughly in the previous section concerning variables. 

These performance measures include the company’s value on the respective stock markets, and 

therefore we depend on the companies being publicly listed on a stock exchange to be able to collect 

the data needed. Looking at publicly listed companies will also increase our chance to get the required 

financial information about them in order to conduct the analysis since publicly listed companies are 

committed to publish their results and general situation to the public with the purpose of avoiding 

investors sitting with insider knowledge they could take advantage of and benefit from compared to 

other existing and potential investors (the market). 

As this thesis only studies publicly listed companies, we will not be able to conclude anything about 

companies in general, but only about listed companies from our findings in the analysis. Furthermore, 

from our sample with the mentioned criteria, the smallest company measured in total assets is 

approximately USD 10,000,000, which is considered a rather large company. Therefore, as with the 

publicly listed companies, we can only use our results and findings to conclude something about larger 

companies. 

With our list of criteria in place, we started by extracting all the variables explained in the previous 

section on the remaining companies in Orbis for the first year in the sample (2007). We cleansed the 

extracted data so that the sample would only consist of companies with useable information for all the 

required variables we use in our analysis. In the analysis we have decided to end up with a sample that 

meets the requirements to be defined as balanced panel data (Gujarati & Porter, 2009). Therefore, after 

the cleansing procedure, we collected all the remaining company IDs and made the same data 

extraction, but this time for the second year (2009). By this we made sure that we only got data from 

companies that we had already data on in 2007. The data from 2009 went through the same cleansing 

procedure as the 2007 data and to keep meeting the balanced panel data requirements we made sure 

that a company that was removed in the 2009 data cleansing procedure due to lack of required data on 

one or more variables was also removed from the 2007 data and therefore completely removed from 

the sample. Lastly, the company IDs from the companies represented with data from both 2007 and 

2009 were used to extract data on the companies in the last year (2011). The same cleansing procedure 

was provided again, and if a company lacked required information in 2011, the company was removed 

from all three years. 
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When extracting ownership data from Orbis, the output is two types of ownership – direct ownership 

and total ownership. As explained in section 5.3 about our ownership structure variables, Orbis defines 

ownership as being either direct, indirect, or total. Direct ownership is logically defined as the owner 

owning the company directly. Indirect ownership is when an owner owns a company through another 

legal entity. For instance, if an owner owns a fund that owns a company, then the owner owns the 

company indirectly. Total ownership is the sum of the two ways an owner can own a company. When 

we extract the ownership data, an owner will only come out as owning a direct or a total part. 

Therefore, the direct and total ownership data have been merged so that we only investigate an owner’s 

total share of a company. This is done in order to define whether an owner is a controlling blockholder. 

Orbis also provides the necessary information to determine the legal entity of the owner. We use this 

information to divide the controlling blockholders into family or non-family. 

Some of the variables that we will include in the analysis are already a ratio and are therefore calculated 

in advance by Orbis. This means that we have simply extracted these variables without further 

processing. However, to check the quality of the Orbis calculations, we have calculated a few samples, 

compared them with the Orbis calculations, and ended up with the same results. Consequently, we feel 

confident that the ratios are reliable. 

As mentioned in the beginning of this section, we used Datastream to gather the information on market 

value, total return, and the beta value for our remaining list of companies after cleansing the Orbis data. 

We used the ISIN number as the identifier to merge the data from Orbis and Datastream. In Datastream, 

we extracted the market value, total return, and beta value for the companies in the years 2007, 2009, 

and 2011. When the data were extracted, we merged them with the Orbis data and initiated the 

cleansing procedure one last time. If a company lacked information on market value, total return, 

and/or beta value in one of the years, the company was completely excluded from our sample. 

When the data collection exercise was completed, we wanted to control for possible outliers that would 

distort the findings of our analysis. This was done using the winsorizing technique explained in section 

2.3.7. Therefore, 1% of the highest values and 1% of the lowest values got winsorized in all of our 

performance and control variables. 
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7 DESCRIPTIVE STATISTICS 
The purpose of the following sections is to get an understanding of what our data tell us initially by 

taking a look at the surface before running the regressions and making the in-depth analysis. The initial 

description of the data in this section will provide an important understanding of the behavior of the 

sample that will help understand and interpret the results from the further analysis. 

First we will discuss the classic overview of the variables that will be used in the regressions. 

Subsequently, we will provide a more detailed overview, which profits from the sample consisting of 

panel data. The third overview will contain a segmentation of the variables on the respective countries. 

Next we will look at the distribution of the different categories of controlling blockholder. Finally, we will 

set up a correlation matrix and calculate the VIF for all variables in order to check for multicollinearity as 

described in section 2.3.4. 

7.1 OVERVIEW OF VARIABLES 
The tables in this section summarize our variables. The summation includes the number of observations, 

the mean, standard deviation, minimum value, median, and maximum value in our sample. The tables 

are divided into three: performance measures, control variables (independent variables), and dummy 

variables. Common to all the variables is the number of observations (19,629), which is the number of 

companies (6,543) times the three years observed in the sample. 

7.1.1 PERFORMANCE MEASURES 

Table 1 shows the performance measures. The first performance measure is the EBITDA margin. The 

margin has a rather large mean of 13.48%. However, the large mean is not that robust, which is 

displayed when looking at the standard deviation for the measure with the value of 14.44%. Interpreting 

the standard deviation tells us that the EBITDA margin in the sample has values in a large range. This is 

confirmed when looking at the lowest and highest values that EBITDA margin takes in the sample with a 

difference of almost 101 percentage points (-30.31% to 70.68%). This large difference is present even 

though the measure has been winsorized by 1% for both the lowest and the highest outliers. It is also 

notable that the mean value of 13.48% is 29.1% larger than the median value of 10.44%, which indicates 

that there are some EBITDA margins in the higher percentiles that are affecting the mean a lot. 
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Table 1: Initial overview of dependent variables 

Performance measures Obs. Mean Std. dev. Min Median Max 

EBITDA margin  19,629 13.48% 14.44% -30.31% 10.44% 70.68% 

ROA 19,629 10.37% 8.43% -14.28% 9.44% 43.84% 

Total return 19,629 8.42% 48.53% -133.40% 4.00% 179.55% 

Tobin’s Q 19,629 1.32 0.80 0.44 1.08 6.38 
  

The next performance measure, ROA, has a mean value of 10.37%. This estimate is also larger than 

expected. As mentioned in section 5.1.2 concerning ROA, it is calculated with EBITDA as the return, and 

therefore it is expected to be larger than if ROA was calculated in the classic way with net income. 

Nonetheless, it is large. Looking at the standard deviation for ROA, it is also high and indicates that the 

reliability of the mean value is vague. This is confirmed by the span of ROA looking at the minimum and 

maximum values going from -14.28% to 43.84%. The median of ROA is 9.44%, and therefore the 

difference between the mean and the median is not as large as for the EBITDA margin, but still it 

deviates with the mean being 9.90% larger. 

The third dependent variable to measure performance is the total return. Throughout the years in the 

sample, the total return has a mean value of 8.42%, which is quite high compared to the expectations. 

When further investigating total return, it is noticed that the standard deviation is 48.53%, which is huge 

and 5.8 times larger than the mean. Therefore, not surprisingly, the difference between the lowest value 

(-133.40%) and the highest value (179.55%) is 312.95 percentage points. Because of the large span, 

there is basically no value in determining the mean value. Taking the large span into consideration, it is 

interesting that the median is not that far from the mean with a value of 4%. 

In table 1, the last performance measure, Tobin’s Q, has a mean equal to 1.32, which is larger than the 

median with a value of 1.08 (22% larger). The mean of the measure can be interpreted as the market in 

general expecting the companies in the sample to be able to create more value with their assets than if 

other entities were holding the same assets. The median is above 1, which indicates that the market 

believes that management’s ability to utilize the assets is better than others in more than half of the 

companies. The standard deviation is somewhat large compared to the mean, which is justified by the 

again large span in the values of the performance measure. 

All four performance measures tell the same story concerning the large span in values and thereby the 

high standard deviation. The large span may be due to the companies being present in different 
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countries and industries, which we will control for in the models presented in the further analysis 

following the descriptive statistics. 

7.1.2 CONTROL VARIABLES (INDEPENDENT VARIABLES) 

Moving to the control variables shown in table 2, the first variable, company size, has a mean value of 

12.95 with a relatively small standard deviation of 1.8. The small standard deviation is also confirmed 

when looking at the difference between the smallest and the largest values. The small standard 

deviation and span are expected for two reasons: (1) Taking the logarithm of the total assets is a way of 

normalizing the initial values, which is often used to control for large differences, and (2) As mentioned 

in the data collection section, the lowest value of total assets in 2007 for a company was USD 

10,000,000, which makes the potential difference smaller.  

Table 2: Initial overview of control variables 

Control variables Obs. Mean Std. dev. Min Median Max 

Company size 19,629 12.96 1.8 9.49 12.78 17.95 

Gearing 19,629 74.76% 85.32% 0.01% 47.91% 488.3% 

Liquidity 19,629 1.67 1.54 0.21 1.20 10.14 

R&D 19,629 1.32% 2.72% 0% 0% 16.02% 

Beta 19,629 0.88 0.60 -0.44 0.82 2.74 
  

The next variable is gearing, which has a mean of 74.8%, meaning that the average company is 42.8% 

financed by debt and 57.2% financed by equity17. However, the median is much lower with a value of 

47.91% (32.4% financed by debt and 67.6% financed by equity). This indicates that there are some 

companies with an almost unrealistically high gearing ratio, which is also confirmed by looking at the 

highest value of 488.3%. Keeping in mind that the variable has been winsorized by 1%, 488.3% is indeed 

unrealistically high. It is notable that the standard deviation is larger than the mean value, and the 

measure must therefore be classified as highly volatile. 

The third control variable, Liquidity, has a mean value of 1.67. As stated in the section concerning 

control variables, a liquidity ratio above 1 is desirable, but the companies should not get a too high ratio 

since the cash could have been invested to get a return instead of doing nothing. 1.67 is reasonable; 

however, as seen in most of the previous variables, the standard deviation (1.53) is high compared to 

the mean, and the average Liquidity is therefore widely spread. 
                                                           
17

 42.8…% / 57.2…% = 74.76% 
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After Liquidity, we turn to the control variable R&D. This variable shows that, on average, companies 

invest 1.32% of their total assets value in new R&D projects. But as seen from the value of the standard 

deviation, 2.72%, the amount that companies spend on R&D relative to their total assets varies a lot. 

Looking at the lowest value, it makes sense that it is 0 since it is not possible to invest a negative part of 

the total assets. The median takes the value 0, meaning that more than half of the companies do not 

spend money on R&D. This is a lower number of companies’ spending money on R&D than we expected 

since, as mentioned in section 5.2.4 explaining the R&D measure in depth, previous research has shown 

that R&D is a relevant driver when securing the future of the company. Finally, the highest value of 

16.02% confirms that there are also investment-heavy companies in our sample. 

Moving to the last control variable, beta, table 2 shows that the mean takes the value 0.88. It is quite 

interesting that the mean is below 1, meaning that, on average, our sample is less volatile than the 

market. Again, the standard deviation is rather large compared to the mean estimate. The median takes 

the value 0.82, which is 0.06 lower than the mean. When looking at the minimum and maximum values, 

they look relatively reasonable. 

In overall terms, the control variables in the sample behave as expected except for gearing and R&D. 

Gearing has some very large values, and for R&D it surprisingly showed that more than half of the 

companies in the sample do not spend anything on R&D. 

7.1.3 DUMMY VARIABLES 

For the three dummy variables in table 3, blockholder-controlled, family controlled and non-family 

controlled, we cannot use all the information as for the previous reviewed variables. However, the mean 

tells us the distribution of the different ownership structures. 30% of the companies in the sample are 

blockholder-controlled. 

Table 3: Initial overview of dummy variables 

Dummy variables Obs. Mean 

Blockholder controlled 19,629 0.30 

Widely held 19,629 0.70 

   

Family controlled 19,629 0.06 

Non-family controlled 19,629 0.24 
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These findings are interesting based on section 4.1 about agency theory that argues for reasons to 

become a controlling blockholder. A reason for controlling blockholders not being more prevalent might 

be that the legal protection for minority shareholders is so developed around most of the world, and 

therefore the incentive to become a controlling blockholder is smaller. Another reason may be, as 

explained in the theoretical framework, that a large blockholder is not needed in order to create the 

necessary incentive for proper monitoring in large corporations since the market will by itself create the 

incentive needed to increase company performance. Since our sample consists of large companies, this 

argument fits well with our data. The sample only containing large companies can also be an explanation 

of the low number of controlling blockholders because the larger the company, the larger the 

investment needed to become a controlling blockholder. The larger amount of investment needed to 

achieve the control, the more limited is the potential amount of legal entities being able to acquire a 

controlling part. 

However, controlling blockholders are present in almost one third of the companies in the sample, and 

therefore it still makes sense to continue with the planned research for this thesis. Family controlled 

companies represent 6% of the companies, and non-family controlled companies represented 24% of 

the companies.  

7.2 OVERVIEW OF VARIABLES IN RELATION TO PANEL DATA 
Since our dataset consists of panel data, we have some further opportunities to review the data before 

we run our regressions. This section will study the variables in relation to their variance between the 

companies in our sample and how the variance of the variables behaves within the specific company 

over time. This will provide the reader with a deeper and richer understanding of the behavior of the 

variables. The first row for each variable in table and table  show the same results as in table 1 and 2. 

The next two rows show the mean, standard deviation, lowest and largest values for the variables 

between the companies and within the company over time. This analysis will focus on the between and 

within standard deviations and not comment on the minimum and maximum values. The dummy 

variables blockholder-controlled, family controlled, and non-family controlled are not included since 

they are time-invariant, and therefore the between variance would be equal to the overall variance, 

which is already shown in table 3, so including the dummy variables would not add any value. 



61 

7.2.1 PERFORMANCE MEASURES IN RELATION TO PANEL DATA 

Looking at the first performance measure in table 4, EBITDA margin shows that the standard deviation 

is, not surprisingly, more than twice as large for between compared to within. This means that the 

EBITDA margin varies more between companies than within companies over time. This makes sense 

since the EBITDA margin depends on a variety of things, among other things the industry and country 

specifics of the company.  

Table 4: Overview of performance measures with between and within standard deviations 

Performance measures   Mean Std. dev. Min Max 

EBITDA margin overall 13.50% 14.52% -30.31% 70.68% 

  between 
 

13.02% -25.76% 68.23% 

  within 
 

6.43% -50.04% 77.19% 

ROA overall 10.34% 8.43% -14.28% 43.84% 

  between 
 

7.11% -12.06% 39.32% 

  within 
 

4.52% -19.84% 44.02% 

Total return overall 0.08% 0.49% -1.33% 1.80% 

  between 
 

0.22% -0.84% 1.14% 

  within 
 

0.43% -1.83% 2.02% 

Tobin’s Q overall 1.32 0.80 0.44 6.38 

  between 
 

0.69 0.50 5.16 

  within 
 

0.40 -1.69 5.06 
  

ROA in table 4 tells the same story even though the difference between the between and the within 

standard deviations is not as significant as for the EBITDA margin. As the EBITDA margin is the return in 

ROA, the results for EBITDA margin and ROA were expected to be much alike. The total return is the only 

performance measure where the within standard deviation is larger than the between standard 

deviation. This is interesting and shows how much financial turmoil there has been on the stock market. 

This further confirms that the companies’ individual stocks have been on a rollercoaster ride where the 

stock market has instantly responded to the good and bad news about the companies through the 

financial crisis. The last performance measure, Tobin’s Q, again shows the same picture as for the 

EBITDA margin and ROA. However, the difference between the between and within standard deviations 

is a bit more even. 

In overall terms, the comparison of the between and the within standard deviations showed the 

expected result for three out of the four performance measures (EBITDA margin, ROA, and Tobin’s Q). 

These measures vary most between companies. The within standard deviation is not surprising for the 
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three measures either. One could expect the within variance to be rather low, but since the sample is 

from years before, during, and after a financial crisis, the expected standard deviation within companies 

was higher than usual. Even though we only look at three years, the data span five actual years, which is 

a long period in modern economy. Very interesting is the fact that the total return has been more 

volatile over time compared to between. 

7.2.2 CONTROL VARIABLES IN RELATION TO PANEL DATA 

Turning to the control variables in table 5, the first variable, company size, has a much higher between 

standard deviation compared to the within standard deviation (the between standard deviation is 7.8 

times larger than the within standard deviation). This result is expected since the total assets needed 

vary much depending on the type of business the company is running. The within standard deviation is 

also expected to be low since the total assets value is highly correlated with the value of total assets 

from the year before. 

Table 5: Overview of control variables with between and within standard deviations 

Control variables   Mean Std. dev. Min Max 

Company size overall 12.96 1.80 9.49 17.95 

  between  1.79 9.53 17.88 

  within  0.23 10.14 15.21 

Gearing overall 74.76% 85.32% 0.01% 488.31% 

  between  78.32% 0.02% 473.01% 

  within  33.84% -216.31% 393.61% 

Liquidity overall 1.67 1.54 0.21 10.14 

  between  1.39 0.22 9.88 

  within  0.66 -4.18 7.84 

R&D overall 1.32% 2.72% 0.00% 16.02% 

  between  2.64% 0.00% 15.47% 

  within  0.68% -9.17% 11.63% 

Beta overall 0.88 0.60 -0.44 2.74 

  between  0.60 -0.44 2.74 

  within  0.00 0.88 0.88 

 

The next variable, gearing, reveals the same picture as all the previous variables with a between 

standard deviation 2.3 times larger than the within standard deviation. The capital structure is often 

affected by industry specifics, and therefore it is expected to be more volatile between companies than 
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over time. The last three control variables, Liquidity, R&D, and the beta value, give us the same results; 

that they vary more across companies than over time as expected. 

7.3 OVERVIEW OF VARIABLES BY COUNTRY 
Table 6 below shows the different types of ownership structures segmented into countries. This is to 

help understand if there are any countries for some reason attracting a specific type of ownership 

structure compared to others. Also, the performance measures across the sample countries are 

revealed to see if there is any pattern we should be aware of. The control variables are left out in table 

6. In the sample, there are companies present in 50 different countries. However, only 24 countries are 

shown in the table; the rest of the countries are merged into one category called “Other countries”. It 

can seem pointless to make a category called other countries when looking at country specifics, but the 

amount of companies in the remaining countries is not significant. The sum of companies from the other 

countries only represents 4.5% of the whole sample, and the added value to include them are too small 

compared to the information overload in the table. 

Looking at table 6, with a large margin Japan is the country with most companies; 24% of the sample, 

which represents roughly 1,600 companies of the sample. We are aware that this is a lot for one single 

country. Japan is followed by some expected countries: Great Britain, Germany, and France, but also by 

some more unexpected: Taiwan and Malaysia. The country where a controlling blockholder is most 

frequent is Italy with 83% of the companies followed by Hong Kong, Belgium, France, and Germany. In 

relation to our first hypothesis where the legal protection was used as an explanation for the hypothesis 

to be rejected, Italy is ranked low with regard to legal protection (Djankov et al., 2008), and this may 

explain why such a large share of the companies in Italy has a controlling blockholder. In Belgium, a 

shareholder needs to hold 20% of the company before having the right to call a meeting to raise 

awareness about self-dealing (Djankov et al., 2008), which can help explain why blockholders are so 

prevalent in Belgium. 

Looking towards countries where family companies are highly frequent, South Korea is the leader 

followed by Italy, Germany, France, Hong Kong, and Switzerland. Not surprisingly, countries with a 

majority of widely held companies, Japan and Great Britain are present due to large companies and 

large stock markets. But also countries as Indonesia, Thailand, and Taiwan, all situated in South-East 

Asia, have a high majority of widely held companies. 
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Table 6: Overview of variables divided into countries 

Country 
n (%) 

Controlling 
blockholder 

Family 
controlled 

Non-family 
controlled 

EBITDA margin   ROA   
Total 

return 
  Tobin’s Q   

Mean Std. dev. Mean 
Std. 
dev. 

Mean 
Std. 
dev. 

Mean 
Std. 
dev. 

Japan 24.16% 5.0% 0.0% 5.0% 9.43% 7.89 8.74% 5.92 -5.00% 0.32 1.02 0.46 

Taiwan 14.98% 14.0% 1.0% 13.0% 11.78% 12.69 9.28% 7.94 16.00% 0.62 1.37 0.71 
Great 
Britain 6.71% 21.9% 8.0% 13.9% 14.70% 15.51 11.48% 9.15 6.00% 0.46 1.47 0.87 

Malaysia 5.00% 34.0% 8.0% 26.0% 17.39% 15.02 11.03% 8.43 21.00% 0.4 1.25 0.84 

Germany 4.85% 62.0% 18.0% 44.0% 10.90% 11.43 11.06% 9.00 5.00% 0.4 1.37 0.72 

France 4.55% 65.0% 15.0% 50.0% 13.72% 13.66 10.58% 7.73 5.00% 0.39 1.37 0.71 

Australia 4.06% 34.0% 5.0% 29.0% 18.36% 19.46 14.85% 11.51 14.00% 0.52 1.87 1.26 

South Korea 3.82% 47.0% 23.0% 24.0% 5.77% 8,52 5.50% 6.35 19.00% 0.46 1.17 0.67 

Bermuda 3.55% 60.0% 10.0% 50.0% 15.72% 19.6 9.18% 9.04 22.00% 0.66 1.26 0.94 

Canada 3.49% 17.0% 2.0% 15.0% 20.51% 20.29 12.08% 9.82 10.00% 0.51 1.57 0.93 

Singapora 3.42% 38.0% 9.0% 29.0% 14.44% 15.6 10.21% 8.75 17.00% 0.58 1.31 0.82 
Cayman 
Islands 2.04% 59.0% 9.0% 50.0% 15.61% 19.3 9.43% 9.62 23.00% 0.72 1.54 1.07 

Italy 1.89% 83.0% 20.0% 63.0% 15.25% 14.23 9.09% 6.47 -5.00% 0.39 1.17 0.53 

Thailand 1.88% 12.0% 1.0% 11.0% 17.23% 16.08 13.30% 9.43 23.00% 0.42 1.38 0.77 

Switzerland 1.82% 47.0% 1.0% 35-0% 13.60% 11.65 12.09% 7.93 4.00% 0.36 1.65 0.89 

South Africa 1.49% 45.0% 0.0% 45-0% 18.00% 15.23 17.73% 9.46 13.00% 0.32 1.77 0.96 

Hong Kong 1.17% 75.0% 13.0% 62.0% 26.31% 23.25 10.67% 8.41 25.00% 0.58 1.23 0.79 

Indonesia 1.05% 8.0% 0.0% 8.0% 22.14% 15.82 17.38% 10.37 35.00% 0.49 1.82 1.21 

Netherlands 0.99% 35.0% 2.0% 33.0% 11.42% 12.15 11.24% 9.23 3.00% 0.43 1.47 0.76 

Denmark 0.95% 61.8% 4.8% 57.0% 11.37% 14,25 10,84% 10.63 -5.00% 0.45 1.58 1.08 

Spain 0.95% 31.0% 6.0% 25.0% 16.90% 15.36 9.75% 8.22 -3.00% 0.35 1.5 0.97 

Norway 0.95% 48.0% 0.0% 48.0% 18.23% 17.68 11.47% 9.04 4.00% 0.56 1.45 0.78 

Belgium 0.86% 67.0% 4.0% 6.0% 16.09% 15.65 11.67% 9.37 2.00% 0.39 1.35 0.78 

Finland 0.69% 28.0% 2.0% 26.0% 12.16% 10.11 12.07% 8.18 4.00% 0.49 1.45 0.68 
Other 
countries 0.00% 51.0% 4.0% 47.0% 20.14% 18.39 12.45% 8.73 12.00% 0.49 1.43 0.84 

Mean   30.0% 6.0% 24.0% 
          

Looking at the performance measures, the average mean and corresponding standard deviation is 

shown for the countries in table 6 above. For the EBITDA margin, the countries with the highest mean 

are Hong Kong, Indonesia, Canada, and the other countries. In the bottom, we see South Korea, Japan, 

and Germany. For ROA the best performing countries are South Africa, Indonesia, and Australia whereas 

the worst performing countries are again South Korea and Japan followed by Italy. For total return, the 

strongest countries are Indonesia, Hong Kong, Cayman Islands, and Thailand and the weakest are Japan, 

Italy, and Denmark. Finally, countries with the best Tobin’s Q are Australia, Indonesia, and South Africa 

with the worst performing countries being Japan, South Korea, and Italy. 



65 

Even though, as mentioned before, the standard deviations are high for the performance measures 

looking at them segmented into countries, they still tell us something. For instance, some countries 

appear more than once in either the upper or the lower end: Indonesia performs either best or second 

best in all categories. Hong Kong performs best in two of four categories. South Africa and Australia each 

appears in top three two times. The worst performing countries are led by Japan being either worst or 

second worst in all measures, followed by South Korea and Italy. 

7.4 DISTRIBUTION OF TYPE OF OWNERS 
This section will investigate the distribution of controlling blockholders on legal entities, which is shown 

in table 7. Looking at the table, we can see that the most frequent type of controlling blockholder is 

industrial companies being the controlling blockholder more than every second time. Assuming that 

there is a shareholder owning the different industrial companies, it would have been interesting to see 

what legal entity the underlying owner is. However, this is almost a thesis in itself, and we neither have 

the time nor the resources to investigate this further. 

Apart from the industrial companies, the most frequent controlling blockholder is families, representing 

366 out of 1976 controlling blockholders. This is fortunate since we have divided the controlling 

blockholders into two categories in order to study family controlling blockholders compared to other 

legal entity blockholders. Other prevalent types of legal entities being controlling blockholders are, as 

expected, financial companies, mutual & pension funds and banks. 

Table 7: Overview of types of controlling blockholders 

Type of owner Frequency Percentage 

Bank 61 3.1% 

Employees/managers/directors 9 0.5% 

Financial company 209 10.6% 

Foundation/research institute 25 1.3% 

Industrial company 1033 52.3% 

Insurance company 5 0.3% 

Mutual & pension fund 205 10.4% 

Family 366 18.5% 

Private equity firms 13 0.7% 

Public authority, state, government 47 2.4% 

Venture capital 3 0.2% 

Total 1,976 100% 
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7.5 TEST OF MULTICOLLINEARITY (CORRELATION MATRIX AND VIF) 
As mentioned in section 2.3.4, we have tested our models for multicollinearity. Table 8 below represents 

the correlation matrix showing the performance measures and control variables that will be used for the 

regressions in the following section. The purpose of the correlation matrix is to test for multicollinearity 

between the different variables by investigating if they are highly correlated. Other literature has 

previously defined the upper limit for correlation between two variables to be 0.7 before it has to be 

viewed as a serious concern that will harm the results in the regressions (Lind et al., 2008). 

Table 8: Correlation matrix for variables used in the analysis 

Correlation 

Matrix 
EBITDA 
Margin ROA 

Total 
Return 

Tobin's 
Q 

Company 
size Gearing Liquidity R&D Beta 

EBITDA Margin 1.00 
        ROA 0.64 1.00 

       Total Return 0.13 0.17 1.00 
      Tobin's Q 0.27 0.48 0.28 1.00 

     Company size 0.20 0.08 -0.04 -0.06 1.00 
    Gearing 0.01 -0.14 -0.06 -0.10 0.34 1.00 

   Liquidity 0.13 0.01 0.05 0.10 -0.22 -0.33 1.00 
  R&D -0.08 0.00 -0.03 0.15 -0.05 -0.13 0.12 1.00 

 Beta -0.01 -0.07 0.00 0.03 0.06 0.06 0.00 0.05 1.00 
Notes: The table presents partial correlation coefficients for the main variables used in the empirical analysis. The coefficients 
are calculated over the sample of 19 observations for which complete information is available 

Looking at the correlation matrix, there is only one correlation that is close to the upper limit used by 

Lind et al. (2008), which is the correlation between the EBITDA margin and the ROA with a correlation of 

0.64. However, we are not concerned about the high correlation between the two specific measures. 

Not only because the correlation is below the previously defined upper limit, but also because the two 

correlated variables will not be used in the same regression because they will both be used as the 

dependent variable in their respective regressions. Furthermore, it is not surprising that it is these two 

measures that are the highest correlated measures since, as mentioned in section 5.1.2 explaining ROA, 

ROA is calculated as EBITDA divided by total assets. The most correlated variables that will be included 

in the same regression are company size and gearing. However, the correlation is only 0.34, which is less 

than half of the upper limit. 

As another check for multicollinearity we use Stata to calculate the VIF for all of our control variables in 

our baseline model, model 5, which will be described in our results. The VIF for each of our control 
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variables is reported in table 9 below, and we find that the VIFs are relatively close to 1 (or at least not 

close to 10). This indicates, again, that our results do not suffer from multicollinearity. 

Table 9: Variance inflation factor 

VIF 
VIF 

 
1/VIF 

Company size 1.42 0.70 

Gearing 1.31 0.76 

Liquidity 1.21 0.82 

R&D 1.20 0.83 

Beta 1.21 0.82 

  

7.6 SUMMARY OF DESCRIPTIVE STATISTICS 
From the initial overview of the variables, we notice that they all have a large span with corresponding 

large standard deviations. Furthermore, it was seen that all variables, except for total return, deviate 

more between companies than within the specific company over time. One of the reasons for the higher 

between deviations compared to the within deviations might be, as explained, that the companies 

operate in different industries and countries. Some of the deviation will therefore be controlled with 

industry and country specifics in the regressions that we will run in section 8. Controlling blockholders 

are present in 31% of the companies in our sample. We have found evidence that there are country-

specific factors affecting the prevalence of controlling blockholders across countries. Moreover, there 

seems to be a pattern in countries having companies performing either better or worse than others. 

Finally, we have confirmed that our regressions will not be biased from multicollinearity by studying the 

VIF and setting up the correlation matrix. 

In this section, we have gained a good understanding of the behavior and trends of our sample and are 

ready to initiate our main analysis in the following section. 
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8 RESULTS 
In this section, we will show and describe the results and findings we have discovered after running our 

models. The structure of this section follows the order of our hypotheses, which were established in the 

theoretical framework (section 4). We still start by looking at companies with controlling blockholders 

and their behavior compared to widely held companies. We will then look at the performance in 

companies with controlling blockholders compared to the performance in widely held companies. 

Subsequently, the controlling blockholder category will be divided into two: family controlling 

blockholders and non-family controlling blockholders. We will then perform the same analysis where we 

will first look at the behavior and then the effect on performance. Finally, we will summarize our results 

and findings. 

8.1 HYPOTHESIS 1.A 

 
“Companies with a controlling blockholder will invest less in R&D relative to widely held 

companies.” 

To check whether companies with a controlling blockholder invest less heavily compared to widely held 

companies, we set up the following pooled OLS regression: 

                                                     
       (             )    

                                                        

Model 1: Pooled OLS to investigate R&D behavior 

As outlined in the model, we include year dummies to control for the time trend. We in fact expect that 

the amount companies invest in R&D relative to their total assets will be affected by the overall state of 

the economy, which changes through the financial crisis. Furthermore, the ratio changes by either an 

increase or decrease in total assets, which also might be affected by the overall economy. We also 

control for company size (measured by the log of total assets) since large companies often are in a more 

mature state where their growth opportunities are limited (Maury & Pajuste, 2005), and their incentive 

to continue to invest has decreased. Next, we control for gearing since we expect the companies invest 

less when they are higher geared. The two performance measures ROA and Tobin’s Q are included in 

the model since we expect the amount invested is related to the company’s performance and also as 

mentioned in section 5.2.4 there is a correlation between investments and Tobin’s Q. Lastly, we control 
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for industry and country. The reason to control for industry is that some industries are more dependent 

on newly developed products, such as the pharmaceutical industry, and the companies in these 

industries should thus invest more in R&D. We control for country due to the varying intensity of 

competition in the markets of the different countries. Being present in a highly competitive market 

might require a need for reinventing the product. Also, there might be geographical areas where 

companies with a main strategy to research and develop within their field are clustered. For instance, 

London is the city ranked highest in good ecosystems for entrepreneurs outside of the US (Hull, u.d.). 

The results of the model are presented in table 10. In line with our expectations; the coefficient for 

controlling blockholders is negative and statistically significant, meaning that companies with large 

owners on average invest less than those widely held. As mentioned in section 5 about variables, R&D is 

calculated as the amount invested in R&D relative to the company’s total assets. Therefore, the 

coefficient for the blockholder variable can be interpreted as follows: the presence of a large 

blockholder associates with on average 0.26 percentage points lower R&D relative to the total assets, 

compared to widely held companies. The coefficient is significant at the 1% level. 

As explained in the theoretical framework (section 4), one explanation for lower R&D in the companies 

with concentrated owners may be in the risk-aversion of these owners. If, on average, most of the large 

owners are private owners, it is likely that they have less diversified portfolios and will be more averse 

to increasing company risk, such as by investing in R&D. This point is also confirmed by Edmans (2013) 

stating in his article that controlling blockholders will turn down investments because of their 

idiosyncratic risk. 

Looking at the coefficient for company size, we observe that it is positive. This is not in line with our 

expectation that larger companies have limited opportunities to grow and therefore less incentive to 

invest in R&D to pursue growth opportunities. Gearing is significantly negative as expected. ROA shows 

a negative relation, which might be when the earnings are not paid out as return to shareholders they 

are spend on R&D. Lastly, Tobin’s Q shows a significant positive effect on R&D. 

Interestingly, the amount invested in R&D relative to total assets increases in 2009 and increases further 

in 2011 compared to the 2007. A possible explanation for this could be that the R&D budgets (hence the 
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expenditures) were agreed upon before the crisis, but when the crisis hit the growth through acquiring 

new assets was put on hold. In this case, the companies’ R&D ratio will increase. 

Next we look whether the difference between the companies with large owners and widely held 

companies in terms of R&D have changed across the different periods. For this purpose, we add the 

interaction term for large owners and 2009 or 2011 year dummy, respectively. The model will look as 

shown below: 

                                                     
                             

                               (             )                           

                                  

Model 2: Pooled OLS to investigate R&D behavior with interaction terms 

The results of model 1 and model 2 are presented in table 10 below. 

Table 10: R&D behavior (model 1& 2) 

  R&D R&D 
Variables (model 1) (model 2) 

Blockholder -0.260*** -0.267*** 
  (0.0722) (0.0728) 
Year 2009 0.133*** 0.133*** 
  (0.0298) (0.0284) 
Year 2011 0.179*** 0.172*** 
  (0.0461) (0.0466) 
Blockholder * Year 2009 

 
-0.000411 

  
 

(0.0321) 
Blockholder * Year 2011 

 
0.0231 

  
 

(0.0370) 
Company Size 0.0384* 0.0384* 
  (0.0198) (0.0198) 
Gearing -0.00350*** -0.00350*** 
  (0.000295) (0.000295) 
ROA -0.00848* -0.00848* 
  (0.00485) (0.00484) 
Tobin's Q 0.296** 0.296** 

  (0.131) (0.131) 

Country fixed effects Yes Yes 
Industry fixed effects Yes Yes 
Observations 19,629 19,629 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 
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Looking at the results for model 2 above, we observe similar effects for all the control variables as in 

model 1. The coefficient for our blockholder dummy is still negative and statistically significant, although 

the coefficient has now decreased to -0.27. Consequently, we conclude that—in year 2007—the 

companies controlled by blockholders invest, on average, 0.27 percentage points less than other 

companies. We next look at the interaction terms. As evidenced in table 10, the difference in R&D share 

of total assets between the companies with a controlling owner and other companies is not significant 

different from 0 in year 2009 (in comparison to our 2007 reference year). In 2011, the changes in the 

effect in R&D for companies with a controlling blockholders are positive but statistically non-significant.  

Based on the analyzed results, the hypothesis 1.a is accepted. Companies with a controlling blockholder 

do invest less heavily in R&D relative to their total assets. Furthermore no significant evidence was 

found regarding companies with a controlling blockholder on average decrease the share of R&D more 

than the widely held companies in the crisis year (2009).  

8.2 HYPOTHESIS 1.B 

 
“Companies where a controlling blockholder is present will have a higher gearing compared 

to companies where a blockholder is not present” 

When investigating companies with a controlling blockholder behavior in terms of higher gearing 

compared to companies without a controlling blockholder, we adopt a similar approach as in hypothesis 

1.a but with some small changes to the regression so it fits the purpose. Our dependent variable is 

company gearing, which we measure as debt/equity. Company size (log of total assets) is included as a 

control variable because larger companies often have better opportunities to get a loan granted by a 

financial institution and have incentive to take on debt due to the tax advantage explained in our 

theoretical framework and the section about our variables. Furthermore, the two performance 

measures ROA and Tobin’s Q are also included to control. As the previous regressions in hypothesis 1.a, 

this regression also includes year, industry, and country dummy variables. The year dummies are 

included since in this sample’s financial crisis year (2009) companies might have found it necessary to 

raise equity capital to ensure their survival. Since not many investors had the money or willingness to 

invest in the crisis many companies had to ask existing creditors for more capital to ensure their survival 

(Strahan, 2012). Next, we expect that, in year 2011, the companies might have re-adjusted their capital 

structure to the desired levels, thus again potentially leading to an overall change in the level of debt in 
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this year. As explained in section 5.2.6 industry control is added because there are industries that need 

more capital to acquire the necessary assets and therefore take on debt. Regarding the country 

specifics, there can be a variety of factors affecting how easy it is for companies to obtain debt and 

equity. The model: 

                                                         
       (             )    

                                           

Model 3: Pooled OLS to investigate gearing behavior 

The results are presented in table 11. Looking at the coefficient for the blockholder variable it is clear 

that a controlling blockholder associate with a positive effect on the level of gearing.  The coefficient for 

blockholder suggests that the companies with a controlling owner have, on average, a higher gearing by 

5.54 percentage points in comparison to widely held companies. The coefficient is significant at the 5% 

level. The higher level of gearing for the companies controlled by large owners is somehow contrary to 

the expectations on the risk-aversion for these owners. Differently put, if the higher levels of debt imply 

a higher risk of bankruptcy, we would expect that to observe lower debt levels for the companies 

controlled by large owners. On the other hand, large owners may be more averse to finance their 

investments through the issue of new equity as this may imply dissolution of their control. 

Consequently, the companies controlled by these owners might be more prone to finance their 

investments through bank debt in comparison to other companies.   

We observe that, the coefficients for the control variables in model 3 are as expected; company size has 

a positive effect on gearing, which is significant at the 1% level. This suggests that larger companies 

indeed have better opportunities to obtain debt and take advantage of the tax shield. Looking at the 

year dummies in table 11, not surprisingly, gearing increased in the crisis year (2009), however quite 

surprisingly the coefficient is insignificant. The absent significant increase for gearing might be since 

companies that were suffering from the financial recession were able to obtain capital from both 

shareholders and creditors and therefore the ratio would not change significantly. In 2011, gearing was, 

on average, the lowest in the three years significant at the 1% level. As mentioned in section 3 

concerning the financial crisis, before the crisis there was a trend in the market of high gearing that 

were one of the many factors that induced the crisis. Therefore, a reason for the lowest gearing, on 

average, in 2011 suggests that the companies had experienced the consequences of high gearing during 
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a financial crisis and had reason to lower their gearing in order to increase their resilience to downshifts 

in the global economy. 

Next, we study gearing over time through the financial crisis with the following regression, which is the 

same as model 3, but with the two interaction terms included: 

                                                         
                          

                                  (             )                         

                      

Model 4: Pooled OLS to investigate gearing behavior with interaction terms 
 

Starting by investigating the control variables they all show the same in model 4 as they do in model 3. 

Looking at the blockholder term, the coefficient has become even larger compared to the results in 

model 3, table 11, and now significant at the 1% level. 

Table 11: Gearing behavior (model 3 & 4) 

 Gearing Gearing 
Variables (model 3) (model 4) 

Blockholder 5.543** 6.490*** 
  (2.182) (2.326) 
Year 2009 1.317 1.395 
  (0.884) (0.962) 
Year 2011 -4.331*** -3.544*** 
  (0.916) (1.020) 
Blockholder * Year 2009 

 
-0.262 

  
 

(1.588) 
Blockholder * Year 2011 

 
-2.577 

  
 

(1.845) 
Company Size 14.87*** 14.87*** 
  (0.633) (0.633) 
ROA -0.888*** -0.888*** 
  (0.311) (0.311) 
Tobin's Q -1.599 -1.601 

  
(1.114) (1.113) 

Country fixed effects Yes Yes 
Industry fixed effects Yes Yes 
Observations 19,629 19,629 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 
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The “2009 * blockholder” interaction term is negative, however, not significant. This means that 

blockholder controlled companies does not change their gearing significantly compared to widely held 

companies in 2009. The coefficient for “2011 * blockholder” is also insignificant, and we cannot 

determine whether blockholder controlled companies changed their gearing through the financial crisis 

significant more than widely held companies. 

Based on the findings in hypothesis 1.b, the hypothesis is accepted. A controlling blockholder is 

associated with a significantly positive effect on gearing compared to widely held companies. The overall 

coefficients tell that companies with a controlling blockholder, on average, have a gearing that is 5.54 

percentage points higher in model 3 and 6.49 percentage points higher in model 4 compared to widely 

held companies. During the financial crisis, there are no significant change in the difference between 

gearing for companies with a controlling blockholder and widely held companies. 

8.3 HYPOTHESIS 1.C  

 
“Companies with a controlling blockholder perform better relative to widely held 

companies.” 

In order to test this hypothesis, we estimate the following model: 

                   

                                                                                           

                                                                      

    

Model 5: Pooled OLS investigating company performance 

As outlined in the model, we include year dummies to control for the time trend. We expect that the 

companies’ performance will be affected by the overall state of the economy, which changes through 

the financial crisis. We have used company size (logarithm of the company’s total assets), gearing, 

liquidity, R&D, and year as control variables, which are explained in section 5.2 concerning control 

variables.        and            are US major SIC code and country fixed effects, respectively. We report 

our results in table 12 below. 
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Table 12: Company performance (model 5) 

 
EBITDA margin ROA Total return Tobin’s Q 

Variables         

Blockholder 0.749** 0.802*** 0.0168*** 0.0420** 
  (0.370) (0.215) (0.00644) (0.0214) 
Company size 2.153*** 0.812*** 0.0152*** 0.0134*** 
  (0.0938) (0.0553) (0.00159) (0.00510) 
Gearing -0.00671*** -0.0194*** -0.000322*** -0.000492*** 
  (0.00197) (0.00102) (3.78e-05) (8.98e-05) 
Liquidity 1.502*** -0.00153 0.00365* 0.0401*** 
  (0.132) (0.0632) (0.00203) (0.00688) 
R&D -0.167*** 0.0487 -0.00170 0.0514*** 
  (0.0562) (0.0422) (0.00107) (0.00444) 
Beta   -0.0378*** 0.0202 
    (0.00529) (0.0151) 
Year 2009 -2.446*** -2.456*** 0.384*** -0.247*** 
  (0.134) (0.0955) (0.00739) (0.00790) 
Year 2011 -2.189*** -2.144*** -0.223*** -0.386*** 
  (0.140) (0.0983) (0.00698) (0.00992) 
  

    Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,629 19,629 19,629 19,629 
Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

Looking across all performance measures, we find that, on average, companies with a controlling 

blockholder perform better compared to other companies without any controlling blockholder. We find 

that this effect is significant at the 1% level for ROA with an average effect of 0.80 percentage points and 

total return with an average effect of 0.017 percentage points. The two other performance measures 

are significant at the 5% level, where EBITDA margin and Tobin’s Q show that a controlling blockholder is 

associated positively with an average positive effect of 0.75 percentage points and 0.042, respectively. 

Thus, our results suggest that the companies with a controlling blockholder performed better, on 

average, than widely held companies during the period of our analysis. 

Looking at the control variables that we have used in the four regressions, the coefficients show that our 

sample companies tend to perform better if they are large, have a lower gearing, have a higher liquidity, 

and a lower systematic risk ( ). 

Along the lines of our theoretical framework, the benefits of controlling blockholders may be explained 

by their higher engagement (more wealth tied to the company’s performance). Through this higher 
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engagement, the blockholders will have an incentive to contribute with their knowledge and monitor 

management, otherwise known as voice Edmans (2013). Our findings in table 12 suggest that this 

control is beneficial for all shareholders so that the benefits of a controlling blockholder overshadow the 

possible entrenchment problem. 

The hypothesis is therefore accepted. As explained in this section, we find evidence indicating that, on 

average, a controlling blockholder has a positive effect on the company’s performance regardless of 

which of the four performance measures we look at. 

8.4 HYPOTHESIS 1.D 

 
“Companies with a controlling blockholder are better at maintaining their performance 

through financial turmoil relative to widely held companies.” 

As our results indicate in hypothesis 1.c, on average, it is beneficial for all shareholders if a company has 

a controlling blockholder; however, it would be interesting to see if this positive effect changed or was 

maintained during the financial crisis. 

In order to test this hypothesis, we estimate the following model: 

                    

                                                                          

                                                                

                                                  

Model 6: Pooled OLS investigating company performance with interaction terms                                      

The model is almost identical to model 1.c, but in order to test for the effects of the crisis, we have 

included the interaction term year and blockholder. This interaction term will indicate how companies 

with a controlling blockholder perform compared to widely held companies during and after the 

financial crisis (2009 and 2011). 

Our results are presented in table 13 below. 
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Table 13: Company performance with interaction terms (model 6) 

  EBITDA margin ROA Total return Tobin’s Q 
Variables         

Blockholder 0.979** 0.966*** 0.0998*** 0.0818*** 
  (0.408) (0.257) (0.0112) (0.0280) 
Blockholder * Year 2009 -0.312 -0.271 -0.113*** -0.0728*** 
  (0.293) (0.215) (0.0159) (0.0173) 
Blockholder * Year 2011 -0.378 -0.219 -0.136*** -0.0466** 
  (0.320) (0.221) (0.0152) (0.0220) 
Company size 2.153*** 0.812*** 0.0153*** 0.0134*** 
  (0.0939) (0.0553) (0.00159) (0.00510) 
Gearing -0.00672*** -0.0194*** -0.000324*** -0.000493*** 
  (0.00197) (0.00102) (3.77e-05) (8.98e-05) 
Liquidity 1.501*** -0.00225 0.00326 0.0399*** 
  (0.132) (0.0632) (0.00202) (0.00688) 
R&D -0.167*** 0.0488 -0.00167 0.0514*** 
  (0.0562) (0.0422) (0.00107) (0.00444) 
Beta   -0.0378*** 0.0202 
    (0.00529) (0.0151) 
Year 2009 -2.351*** -2.375*** 0.418*** -0.225*** 
  (0.159) (0.111) (0.00887) (0.00936) 
Year 2011 -2.075*** -2.078*** -0.182*** -0.372*** 
  (0.159) (0.114) (0.00828) (0.0117) 
  

    Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,629 19,629 19,629 19,629 
Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

The results are presented in table 13, and when looking at the coefficient for the blockholder variable it 

is clear that a controlling blockholder still associate positively with company performance compared to 

widely held companies. However, our results suggest that this positive association has decreased during 

the crisis. Differently put, our results suggests that companies with a controlling blockholder still 

performed significantly better overall, but this effect diminishes during and after the financial crisis 

compared to widely held companies. The coefficients on our interaction terms are negative, and for 

total return they are significant in both years at the 1% level, and for Tobin’s Q the coefficient is 

significant in 2009 at the 1% level and in 2011 at the 5% level. However, for EBITDA margin and ROA 

there is no statistical basis to suggest whether the difference between the performance of companies 

with a controlling blockholder and widely held companies has increased or decreased during the period 

of the crisis. 
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Our control variables still indicate that companies on average have a better performance if they are 

large, have a lower gearing, a higher liquidity, and lower systematic risk ( ).  

These findings contradict what our theoretical framework predicted. We expected the coefficients for 

the interaction terms to be positive, because this would suggest that companies with a controlling 

blockholder have been better at maintaining their performance during the financial crisis and better at 

re-establishing their performance after the financial crisis. We argue that a possible explanation for 

these findings could be the conflict between minor and major shareholders, which have been explained 

in section 4.1.2.2. Within this conflict controlling blockholders might expropriate their ownership during 

financial turmoil in order to meet personal credit and liquidity needs (only holds for families) or 

tunneling. Furthermore, as explained in our theoretical framework, large owners might have a less 

diversified portfolio of investments, and therefore they are exposed to more of the idiosyncratic risk 

from the market. Therefore, an additional explanation for our findings is that in crisis periods, large 

owners are more reluctant to take on necessary investments. 

We therefore reject hypothesis 1.d since two out of four regressions show that, on average, a 

controlling blockholder associates with a negative effect on a company’s performance during financial 

turmoil, and the other two measures indicate the same, but they are not significant. 

8.5 HYPOTHESIS 2.A 

 
“Family controlled companies will invest less in R&D relative to widely held and non-family 

controlled companies.” 

To investigate the following hypothesis, we use the same approach as in 1.a, but the group of companies 

with a controlling blockholder is divided into two groups: companies where the controlling blockholder 

is a family and companies where the controlling blockholder is a legal entity different from a family. The 

dummy for being a controlling blockholder in model 1 is replaced by two dummies where the first takes 

the value 1 if the company’s controlling blockholder is a family and the other dummy takes the value 1 if 

the controlling blockholder is not a family. Thereby our baseline is still widely held companies. The 

pooled OLS regression is set up only with the dummy variable changed and now looks as follows: 

 



79 

                                 
                           

                          

       (             )                                             

               

Model 7: Pooled OLS to investigate R&D behavior 
 

The results are listed in table 14. Studying the coefficient of the family controlled dummy in model 7, 

companies with a family controlling blockholder does not associate with significant different level of 

R&D relative to total assets compared to widely held companies. The coefficient for non-family 

controlling blockholders associate with a, on average, lower level of R&D investments compared to 

widely held companies.  The coefficient tells the R&D decreases by 0.28 percentage points relative to 

total assets significant at the 1% level.  

When comparing the two dummy variable coefficients, one could expect non-family controlled 

companies invest less in R&D compared to family controlled companies; however, from the results for 

model 7 in table 14, we cannot determine whether the difference is significantly different. To determine 

whether they are significantly different, we run the regression only including companies with a 

controlling blockholder and with a dummy to check if the controlling blockholder is a family. We find no 

significant difference between family controlled and non-family controlled companies. The results can 

be seen in table 31 in the appendix. 

Looking at the coefficients for the control variables in table 14, they are almost identical to the control 

variables in table 10, which was expected since the only difference between the models is that the 

controlling blockholder dummy is now divided into two. 

Next we study the hypothesis across time as we did with hypothesis 1.a. Therefore we run a pooled OLS 

where the only difference to the previous model 7 is the four added interaction terms. The regression is 

shown below:  
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        (             )                                                
               

Model 8: Pooled OLS to investigate R&D behavior with interaction terms 

The coefficients for the two year dummies in table 14, model 8 show the same result as in hypothesis 

1.a, table 10, where the only difference was the blockholder dummy. Furthermore, looking at the 

dummy for family controlled and non-family controlled blockholders in model 8, the coefficient is almost 

the same as in model 7.  

Table 14: R&D behavior (model 7 & 8) 

 R&D R&D 
Variables (model 7) (model 8) 

Family controlled -0.191 -0.243 
  (0.146) (0.151) 
Non-family controlled -0.275*** -0.273*** 
  (0.0745) (0.0744) 
Year 2009 0.132*** 0.133*** 
  (0.0298) (0.0284) 
Year 2011 0.179*** 0.172*** 
  (0.0461) (0.0466) 
Family controlled * Year 2009 

 
0.0134 

  
 

(0.0606) 
Family controlled * Year 2011 

 
0.143 

  
 

(0.0974) 
Non-family controlled * Year 2009 

 
-0.00362 

  
 

(0.0337) 
Non-family controlled * Year 2011 

 
-0.00423 

  
 

(0.0366) 
Company size 0.0396** 0.0396** 
  (0.0199) (0.0199) 
Gearing -0.00350*** -0.00350*** 
  (0.000296) (0.000296) 
ROA -0.00849* -0.00851* 
  (0.00485) (0.00485) 
Tobin's Q 0.297** 0.297** 

  
(0.131) (0.131) 

Country fixed effects Yes Yes 
Industry fixed effects Yes Yes 
Observations 19,629 19,629 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 
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Studying the interaction terms in table 14 for family controlled and non-family controlled blockholders, 

their effect on the R&D ratio is not associated with a significant change compared to widely held 

companies. The results are a bit surprising to us since as argued in the theoretical framework we 

expected families would use the companies as their private savings and neglect investments as R&D. 

Hypothesis 2.a is rejected. Our results show no indication of companies with a family as the controlling 

blockholder invest significantly less in R&D compared to widely held and non-family controlled 

companies. However, non-family controlled companies are associated with a significant negative effect 

on R&D compared to widely held companies. During the financial crisis year no significant change in 

R&D for family and non-family controlled companies are found compared to widely held companies. 

8.6 HYPOTHESIS 2.B 

 
“Family controlled companies will have a higher gearing relative to widely held and non-

family controlled companies.” 

To investigate the following hypothesis, the method from hypothesis 1.b is almost replicated; however, 

the controlling blockholder dummy is again divided into the two categories family controlling 

blockholders and non-family controlling blockholders, which is expressed by the two dummies observed 

in the regression showed below: 

                                     
                           

                

          
       (             )                                

               

Model 9: Pooled OLS to investigate gearing behavior 

The results are reported in table 15, model 9. The coefficient for the family controlled dummy shows 

that there is a positive effect on gearing in family controlled companies compared to widely held 

companies significant at the 10% level. The coefficient for non-family controlling blockholders tells 

almost the same as the blockholder dummy in table 11 in hypothesis 1.b. Non-family controlling 

blockholders have a positive effect on the company’s gearing significant at the 5% level. The two 

coefficients can therefore be interpreted as the following, on average, family controlled and non-family 
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controlled blockholders are associated with a positive effect on gearing by 7.1 percentage point and 5.2 

percentage points respectively. 

The coefficient for the 2009 and 2011 year dummies, company size, ROA and Tobin’s Q show the same 

as hypothesis 1.b in table 11 as expected. 

Again, as in the other hypotheses investigating behavior, we investigate the hypothesis further by 

studying it throughout the years with the interaction terms between year and different controlling 

owners. We use the following regression, which is the same as in model 4, but the blockholder dummy is 

again divided into family and non-family controlled. The regression will look as follows: 

                                   
                           

                 

                                                                                

                                                                      

        (             )                                                 

Model 10: Pooled OLS to investigate gearing behavior 

When including the interaction terms, the coefficient for family controlled ownership now have, on 

average, a positive effect on 8.65 percentage points, significant at the 5% level. The dummy for the non-

family controlling blockholders is much alike the coefficient in model 9; still positive and significant at 

the 5% level. As expected, the coefficients for the control variables are close to the ones in hypothesis 

1.b, table 11. 

Looking at the interaction terms for family controlling blockholders, both coefficients are negative, but 

insignificant. This is also the case for the interaction terms with non-family controlling blockholders. We 

therefore fail to find significant evidence showing the family controlled and non-family controlled 

companies behave different through the financial crisis. 
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Table 15: Gearing behavior (model 9 & 10) 

 Gearing Gearing 
Variables (model 9) (model 10) 

Family controlled 7.102* 8.650** 
  (3.882) (4.106) 
Non-family controlled 5.200** 6.012** 
  (2.363) (2.524) 
Year 2009 1.316 1.395 
  (0.884) (0.962) 
Year 2011 -4.336*** -3.549*** 
  (0.916) (1.020) 
Family controlled * Year 2009 

 
-3.070 

  
 

(2.921) 
Family controlled * Year 2011 

 
-1.573 

  
 

(3.618) 
Non-family controlled * Year 2009 

 
0.365 

  
 

(1.756) 
Non-family controlled * Year 2011 

 
-2.802 

  
 

(2.016) 
Company size 14.90*** 14.90*** 
  (0.638) (0.638) 
ROA -0.888*** -0.888*** 
  (0.312) (0.312) 
Tobin's Q -1.596 -1.599 
  (1.115) (1.114) 
  

  Country fixed effects Yes Yes 
Industry fixed effects Yes Yes 
Observations 19,629 19,629 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

Finally, to check whether there is a difference in the effect between family controlling blockholders and 

non-family controlling blockholders, we run a regression where the sample is limited to only companies 

with a controlling blockholder, and the only ownership structure dummy included is family controlled. 

We find no significant difference effect on gearing between the two categories of controlling 

blockholders. The result is shown in table 32 the appendix. 

The investigated hypothesis is partial accepted. In model 9 the family controlled and non-family 

controlled companies are associated with a, on average, higher gearing compared to widely held 

companies. However, no significant result is found showing that family controlled companies have a 

higher gearing compared to non-family controlled companies. 
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8.7 HYPOTHESIS 2.C 

 
“Family controlled companies perform worse relative to widely held and non-family 

controlled companies." 

In order to test this hypothesis, we have estimated two models. One to compare the relationship 

between the performance of family controlled, non-family controlled and widely held companies and 

one to compare the relationship between family- and non-family controlled companies only. In both 

cases we run a pooled OLS regression with industry, country, and year fixed effects. We have used the 

company size (logarithm of the company’s total assets), gearing, liquidity, and R&D as control variables 

that are explained in section 5.2. Additionally, in the first model, we have replaced the controlling 

blockholder dummy from model 5 with two dummies to indicate whether a company is family 

controlled or non-family controlled: 

                    
                          

                           
                        

                                                                 

                      

Model 11: Pooled OLS investigating company performance 

 

The results from the four regressions are shown in the table below. 
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Table 16: Company performance (model 11) 

  EBITDA margin ROA Total return Tobin’s Q 
Variables         

Family controlled 0.516 1.129*** 0.0388*** 0.0491 
  (0.590) (0.398) (0.0129) (0.0405) 
Non-family controlled 0.800** 0.730*** 0.0119* 0.0404* 
  (0.399) (0.227) (0.00664) (0.0226) 
Company size 2.149*** 0.817*** 0.0156*** 0.0135*** 
  (0.0947) (0.0560) (0.00160) (0.00516) 
Gearing -0.00671*** -0.0194*** -0.000322*** -0.000492*** 
  (0.00197) (0.00102) (3.78e-05) (8.98e-05) 
Liquidity 1.502*** -0.00128 0.00366* 0.0401*** 
  (0.132) (0.0632) (0.00203) (0.00688) 
R&D -0.167*** 0.0485 -0.00171 0.0513*** 
  (0.0562) (0.0422) (0.00107) (0.00445) 
Beta   -0.0378*** 0.0202 
    (0.00529) (0.0151) 
Year 2009 -2.446*** -2.457*** 0.383*** -0.247*** 
  (0.134) (0.0955) (0.00739) (0.00790) 
Year 2011 -2.188*** -2.145*** -0.223*** -0.386*** 
  0.516 1.129*** 0.0388*** 0.0491 
  

    Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,629 19,629 19,629 19,629 
Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

Our results indicate that we can reject the first part of our hypothesis, since the coefficients for family 

control are positive. The positive coefficient indicates that family controlled companies perform better 

than widely held companies, and this tendency is significant at the 1% level for ROA with an average 

positive effect of 1.1% and an average positive effect of 0.04% on total return. The effect of family 

controlling blockholders is insignificant for EBITDA margin and Tobin’s Q. Additionally; we find that non-

family controlled companies also perform better than widely held companies. This is seen by looking at 

the non-family controlled coefficients that are positive and significant at the 1% level for ROA, at the 5% 

level for EBITDA margin, and at the 10% level for Tobin’s Q. Finally, total return does not show any 

significant effect. 

The findings related to the effect of a family controlled blockholder are surprising to us. As explained in 

section 4.1.4, Lins et al. (2013) argue that during a financial crisis, controlling families have the incentive 

to take out resources from the company for personal matters to the considerable inconvenience of the 
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company’s remaining shareholders. However, this does not seem to apply in general, or it is at least 

overshadowed by the positive effects that the families bring to the company. Since the controlling family 

is included in the general definition of a controlling blockholder, the positive effects could be explained 

by the same things as in hypothesis 1.c where the general controlling blockholder was investigated. It 

was expected that the results regarding the non-family controlling blockholders would be almost the 

same as in 1.c, which is also the case. 

It is difficult to get an idea of whether family controlled or non-family controlled blockholders have the 

most positive effect on performance, and statistically we cannot say anything about their relationship 

from these results. Therefore, in order to check this relationship, we have, as mentioned in the 

beginning of this section, estimated the following model on companies in our sample having a 

controlling blockholder: 

                    
                          

                                        

                                                                       

Model 12: Pooled OLS investigating company performance, only for companies with a controlling blockholder 

 

The results are shown below in table 17. 
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Table 17: Company performance, only for companies with a controlling blockholder (model 12) 

 EBITDA margin ROA Total return Tobin’s Q 
Variables         

Family controlled -0.355 0.306 0.0233* -0.00978 
  (0.660) (0.440) (0.0134) (0.0446) 
Company size 2.085*** 0.820*** 0.0153*** 0.0104 
  (0.174) (0.0982) (0.00284) (0.00959) 
Gearing 0.000162 -0.0182*** -0.000213*** -0.000963*** 
  (0.00374) (0.00189) (6.31e-05) (0.000160) 
Liquidity 2.012*** 0.115 0.00342 0.0335** 
  (0.242) (0.114) (0.00354) (0.0132) 
R&D 0.0491 0.241*** -0.00163 0.0593*** 
  (0.0882) (0.0778) (0.00174) (0.0104) 
Beta   -0.0258*** 0.0263 
    (0.00957) (0.0304) 
Year 2009 -2.700*** -2.664*** 0.304*** -0.296*** 
  (0.250) (0.186) (0.0132) (0.0147) 
Year 2011 -2.430*** -2.312*** -0.318*** -0.419*** 
  (0.285) (0.192) (0.0128) (0.0189) 
  

    Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 5,928 5,928 5,928 5,928 
Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

These results provide us with a very weak indication of the positive effects of a controlling family 

compared to a non-family controlling blockholder. We find that the estimated coefficient for total return 

is positive and significant at the 10 % level, so this relationship would have to be investigated further. 

The hypothesis is rejected. Companies with family controlling blockholders do not have a worse 

performance than companies with another controlling blockholder; in fact, on average, they have a 

positive performance compared to widely held companies. When looking at the effects of a family 

controlling blockholder compared to another controlling blockholder, the results are vague, and we are 

not able to conclude anything. 
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8.8 HYPOTHESIS 2.D 

 
“Family controlled companies will handle a financial crisis worse relative to widely held and 

non-family controlled companies.” 

The results from our test of hypothesis 2.c indicate that, on average, family controlled blockholders have 

a positive effect on company performance. Based on 2.c, we therefore expect to reject this hypothesis 

as well. We have used the same procedure as in model 6 testing hypothesis 1.d where we included 

interaction terms. We have estimated two models – one to test the performance of family controlled 

companies compared to widely held companies, and one to test the performance of family controlled 

companies compared to non-family controlled companies. The first model is as follows:  

                    

                          
                                    

                                                         
   

                                                                         

                                                               

                                                

Model 13: Company performance (model 13) 

As in model 1.c, the interaction term will indicate the change in performance of companies with a 

controlling family compared to widely held companies during and after the financial crisis (2009 and 

2011). 
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Table 18: Company performance (model 13) 

  EBITDA margin ROA Total return Tobin’s Q 
Variables         

Family controlled 0.204 0.909* 0.0996*** 0.107* 
  (0.671) (0.494) (0.0246) (0.0569) 
Family controlled * Year 2009 -0.110 0.0393 -0.0730** -0.0860** 
  (0.523) (0.426) (0.0338) (0.0368) 
Family controlled * Year 2011 1.047* 0.618 -0.109*** -0.0872* 
  (0.580) (0.441) (0.0322) (0.0467) 
Non-family controlled 1.154*** 0.980*** 0.1000*** 0.0762*** 
  (0.442) (0.274) (0.0117) (0.0295) 
Non-family controlled * Year 2009 -0.358 -0.342 -0.122*** -0.0698*** 
  (0.322) (0.234) (0.0169) (0.0185) 
Non-family controlled * Year 2011 -0.703** -0.410* -0.142*** -0.0374 
  (0.353) (0.240) (0.0162) (0.0235) 
Company size 2.149*** 0.817*** 0.0156*** 0.0135*** 
  (0.0947) (0.0560) (0.00160) (0.00516) 
Gearing -0.00672*** -0.0194*** -0.000324*** -0.000493*** 
  (0.00197) (0.00102) (3.77e-05) (8.99e-05) 
Liquidity 1.501*** -0.00204 0.00327 0.0399*** 
  (0.132) (0.0632) (0.00202) (0.00688) 
R&D -0.167*** 0.0484 -0.00168 0.0514*** 
  (0.0562) (0.0422) (0.00107) (0.00445) 
Beta   -0.0379*** 0.0202 
    (0.00529) (0.0152) 
Year 2009 2.149*** 0.817*** 0.0156*** 0.0135*** 
  (0.0947) (0.0560) (0.00160) (0.00516) 
Year 2011 -0.00672*** -0.0194*** -0.000324*** -0.000493*** 

  
(0.00197) (0.00102) (3.77e-05) (8.99e-05) 

Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,629 19,629 19,629 19,629 
Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

When looking at the interaction terms, our results indicate that family controlled companies have been 

worse at handling the financial crisis. The coefficients related to total return are negative and significant 

at the 5% and 1% levels in 2009 and 2011, respectively. Additionally, the coefficients related to Tobin’s 

Q are negative and significant at the 5% and 10% levels in 2009 and 2011, respectively. This confirms the 

findings of Lins et al. (2013). It is interesting, however, as we found in the previous hypothesis 2.c, that, 

on average, family controlling blockholders have a positive effect on company performance, but during 

financial turmoil, they fail to maintain the same positive effect. Therefore, it might be the case that 

families use corporate resources to cover personal liquidity needs during a financial crisis (Lins et al., 

2013). 
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When looking at the interaction terms for non-family controlled companies, they confirm our findings in 

1.d. Again we cannot tell anything about the relative difference between family controlled and non-

family controlled companies from these results, so we have estimated another model for the companies 

in our sample having a controlling blockholder: 

                    

                          
                                    

                                                                     

                                                                        

Model 14: Company performance with interaction terms (model 14) 

 

The results for model 14 are presented in table 19 below. 

Table 19: Company performance with interaction terms (model 14) 

  EBITDA margin ROA Total return Tobin’s Q 
Variables         

Family controlled -1.190 -0.162 -0.00147 0.00549 
  (0.744) (0.533) (0.0253) (0.0603) 
Family controlled * Year 2009 0.405 0.456 0.0460 -0.0150 
  (0.578) (0.459) (0.0353) (0.0388) 
Family controlled * Year 2011 1.750*** 1.043** 0.0325 -0.0416 
  (0.643) (0.471) (0.0338) (0.0493) 
Company size 2.066*** 0.817*** 0.0154*** 0.00811 
  (0.173) (0.0969) (0.00280) (0.00948) 
Gearing 0.000800 -0.0183*** -0.000224*** -0.000989*** 
  (0.00370) (0.00187) (6.23e-05) (0.000158) 
Liquidity 2.069*** 0.150 0.00403 0.0320** 
  (0.242) (0.114) (0.00353) (0.0131) 
R&D 0.0661 0.0541 -0.00281* 0.0394*** 
  (0.0845) (0.0616) (0.00147) (0.00802) 
Beta 

  
-0.0282*** 0.0284 

  
  

(0.00939) (0.0298) 
Year 2009 -2.920*** -2.807*** 0.298*** -0.296*** 
  (0.286) (0.205) (0.0142) (0.0159) 
Year 2011 -2.798*** -2.504*** -0.323*** -0.412*** 
  (0.320) (0.210) (0.0137) (0.0202) 
  

   
  

Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 5,928 5,928 5,928 5,928 
Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 



91 

Looking at table 19, we find a weak indication for the rejection of family controlled companies 

performing worse than non-family controlled companies. The interaction term for the crisis period 

shows no significant difference, and we can therefore not conclude anything for 2009. However, the 

interaction term is positive and significant at the 1% level for EBITDA margin in 2011, and it is positive 

and significant at the 5% level for ROA. This indicates that family controlled companies have been better 

at improving their performance after the financial crisis (2011) than non-family controlled companies; 

however, as mentioned, we find this effect weak and we have to do further research. 

The hypothesis is accepted in terms of family controlled companies being worse at handling financial 

turmoil than widely held companies. Compared to non-family controlled companies, there are no 

significant differences during the financial crisis; however in the restructuring period after the financial 

crisis (2011), family controlled companies are better off than non-family controlled companies. 

8.9 PARTIAL CONCLUSION 

In the analysis, we have investigated the behavior and performance of companies with a controlling 

blockholder, companies with a family controlling blockholder, and companies with a non-family 

controlling blockholder compared to widely held companies and each other. From the initial 

investigation of the companies with controlling blockholders, we found that the behavior of the 

controlling blockholders were associated with a negative effect on the amount invested in R&D and a 

positive effect on gearing in these companies. Concerning performance, we found strong evidence that 

controlling blockholders have a significantly positive effect on all of the four performance measures. 

However, when financial turmoil appeared, the companies with a controlling blockholder were worse at 

handling it, and the positive effect compared to widely held companies would decrease. 

When the models were run again with controlling blockholders divided into families and other legal 

entities, we found that family controlled companies was not associated with a negative effect on R&D 

investments compared to widely held companies. We found no evidence that one of the controlling 

blockholder categories had a significantly different effect on R&D investments than the other. In terms 

of effect on gearing, we found results indicating that both categories had a positive effect on gearing. 

We neither found significant difference in behavior related to gearing during financial turmoil nor 

significant difference between family controlling blockholders and non-family controlling blockholders. 
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When investigating the performance of companies with family controlling blockholders, we found 

significantly positive results related to two of the four performance measures compared to widely held 

companies and vague results compared to non-family controlled companies. However, during financial 

turmoil, the companies with family controlling blockholders performed worse than widely held 

companies. Furthermore, in the year after the crisis, companies with non-family blockholders performed 

significantly better than companies with family controlling blockholders. 

Before finally concluding on the results of our analysis, in the following section we will conduct a 

robustness check of some of the essential assumptions. 
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9 ROBUSTNESS CHECK 
The results outlines above are based on a number of assumptions and definitions derived from previous 

literature. The findings of our analysis stand or fall on the basis of the correctness of these assumptions.  

In order to provide further support to the results above, we in this section implement some robustness 

checks. This section will contain a robustness check related to four subjects; three concerning our main 

hypothesis (1.c) investigating the performance of companies with controlling blockholders and one 

concerning our second main hypothesis (2.c) investigating company performance where controlling 

blockholders are divided into two categories. For hypothesis 1.c, we will check the findings about the 

controlling blockholders by changing the threshold used to define a controlling share. We will moreover 

conduct a geographical split in order to investigate whether the differences in the legal protection 

influence the role of large owners in the companies. Next, we will re-run all the regression by clustering 

the standard errors at the country rather than at the company level (as in Lins et al., 2013). Finally, in 

relation hypothesis 2.c, we will rerun the analysis by excluding the largest companies; by this we try to 

account for the empirical fact that family controlled companies are not represented in the largest 

percentile of companies based on total assets.  

9.1 BLOCKHOLDER THRESHOLD 

In this thesis, we define a blockholder or large owners anyone holding 25% or higher ownership share. 

As explained in section 5.3, this threshold is based on the article by Lins et al. (2013). Other literature 

uses other thresholds to define controlling owners. For instance, Faccio and Lang (2002) use a threshold 

of 20% (5 percentage points lower than ours). All in all, the literature does not offer a clear level to 

define a controlling owner. Consequently, the following section tests the sensitivity of our results to the 

definition of a controlling owner, i.e. testing whether our results remain when using 20% or 30% 

threshold to define a controlling owner.   

9.1.1 20% THRESHOLD 

We will start by looking at some initial descriptive statistics in table 20 in order to get an indication of 

the impact of a lower threshold on the distribution of companies with controlling blockholders and 

widely held companies, and on the further segmentation of controlling blockholders into family 

controlling blockholders and non-family controlling blockholders. In table 20, we first notice that the 

number of observations is unchanged with 19,629 observations (6,643 companies in the sample times 

three years). The amount of companies with controlling blockholders has increased from the initial 30% 
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in the sample to 36%, which is an increase of 6 percentage points. Among these, family controlled 

companies have increased by 1 percentage point from 6% to 7% and non-family controlled companies 

have increased from 24% to 29%. On an overall basis, the amount of blockholder-controlled companies 

increases, as expected. 

Table 20: Overview of the share of different ownership structures with a 20% threshold 

Variables n Mean 

Blockholder at 20% 19,629 0.36 

Family controlled at 20% 19,629 0.07 

Non-family controlled at 20% 19,629 0.29 

  

We next re-run the same model as model 5 for hypothesis 1.c, using the new definition of blockholder 

comparing the coefficients of the new regression with the previous ones, we do observe some changes. 

In relation to the EBITDA margin, the coefficient for the large owners has decreased from 0.80% at the 

5% significance level to nearly half of its value; the coefficient is no longer significant.  On average, the 

controlling blockholders’ effect on ROA has decreased by 35% from a coefficient of 0.80% to 0.52%, and 

significant at the 5% level. The total return coefficient only drops by 8% and is significant at the 5% level. 

Finally, Tobin’s Q decreases by 14% from 0.042 to 0.036; however, it’s now significant at the 10% level. 

All in all, the positive association between the presence of a comparing owner and company 

performance is weaker when we use a 20% ownership threshold to define such an owner. This decrease 

is, however, in line with the theory as, in principle, the monitoring effects of large owners increase with 

their ownership share. Furthermore, as Edmans (2013) states, the incentive for blockholders to 

implement newly discovered business strategies making the company more competitive is also 

positively correlated with the shareholders’ ownership share and would decrease as a consequence of 

the reduced threshold. Consequently, assuming that the coefficients reported are consistent, we could 

conclude that the ability and the incentive of 20-25% large owners to increase copmany performance is 

on average much weaker than the one of owners holding more than 25% of ownership rights. The 

coefficients of the various control variables are almost unchanged compared to the findings of our initial 

analysis. For more details, re-see table 12 in hypothesis 1.c. 
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Table 21: Blockholders’ effect on performance with the 20% threshold 

  EBITDA margin ROA Total return Tobin's Q 
Variables         

Blockholder at 20% 0.452 0.519** 0.0154** 0.0362* 
  (0.355) (0.206) (0.00621) (0.0201) 
Company size 2.156*** 0.815*** 0.0153*** 0.0136*** 
  (0.0940) (0.0554) (0.00160) (0.00510) 
Gearing -0.00667*** -0.0193*** -0.000321*** -0.000491*** 
  (0.00198) (0.00102) (3.78e-05) (8.97e-05) 
Liquidity 1.502*** -0.00172 0.00364* 0.0401*** 
  (0.132) (0.0633) (0.00203) (0.00688) 
R&D -0.169*** 0.0471 -0.00170 0.0513*** 
  (0.0562) (0.0423) (0.00107) (0.00445) 
Beta 

  
-0.0378*** 0.0201 

  
  

(0.00529) (0.0151) 
Year 2009 -2.446*** -2.457*** 0.384*** -0.247*** 
  (0.134) (0.0955) (0.00739) (0.00790) 
Year 2011 -2.190*** -2.145*** -0.223*** -0.386*** 
  (0.140) (0.0983) (0.00698) (0.00992) 
  

   
  

Country fixed effect Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,629 19,629 19,629 19,629 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

9.1.2 30% THRESHOLD 

Using the same approach as with the 20% threshold we start by looking at the descriptive statistics. As 

expected, when increasing the threshold, the number of companies with controlling blockholders 

decreases to now only representing 26% of the companies in the sample. The number of companies 

controlled by a family blockholder has decreased by 1 percentage point, and the number of companies 

with a controlling blockholder different from a family has decreased by 3 percentage points.   

Table 22: Overview of the share of different ownership structures with a 30% threshold 

Variables n Mean 

Blockholder at 30% 19,629 0.26 

Family controlled at 30% 19,629 0.05 

Non-family controlled at 30% 19,629 0.21 

  

The results for company performance are presented in table 23 below. The change in the coefficient for 

controlling blockholders’ effect on EBITDA margin shows an increase of 0.06 percentage points, 

although the coefficient is now less significant (from 5% to the 10% level). The average effect on ROA 
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has increased by 6% to an effect of 0.85%, and still significant at the 1% level. The average controlling 

blockholder effect on total return increases almost 17% and stays at the 1% significance level. Finally, 

Tobin’s Q decreases, and remains only marginally significant.  All in all, these results support the results 

presented in our main analysis above.  

On a final note, the coefficient for the control variables is again almost identical to the results in the 

initial analysis for hypothesis 1.c in table 12. 

Table 23: Blockholders’ effect on performance with the 30% threshold 

  EBITDA margin ROA Total return Tobin's Q 
Variables         

Blockholder at 30% 0.687* 0.854*** 0.0196*** 0.0380* 
  (0.391) (0.222) (0.00676) (0.0227) 
Company size 2.152*** 0.810*** 0.0152*** 0.0133*** 
  (0.0938) (0.0553) (0.00159) (0.00510) 
Gearing -0.00668*** -0.0193*** -0.000321*** -0.000491*** 
  (0.00198) (0.00102) (3.78e-05) (8.96e-05) 
Liquidity 1.501*** -0.00226 0.00363* 0.0401*** 
  (0.132) (0.0632) (0.00203) (0.00688) 
R&D -0.166*** 0.0502 -0.00165 0.0514*** 
  (0.0562) (0.0423) (0.00107) (0.00444) 
Beta 

  
-0.0377*** 0.0201 

  
  

(0.00530) (0.0152) 
Year 2009 -2.446*** -2.457*** 0.384*** -0.247*** 
  (0.134) (0.0955) (0.00739) (0.00790) 
Year 2011 -2.189*** -2.144*** -0.223*** -0.386*** 
  (0.140) (0.0983) (0.00698) (0.00992) 
  

   
  

Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,692 19,692 19,692 19,692 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

9.2 GEOGRAPHICAL SPLIT BY LEGAL PROTECTION 

As mentioned in section 4 concerning the theoretical framework, the countries’ legal protection is 

crucial for minority investors, and if used correctly, legal protection is a powerful tool to mitigate or 

completely eliminate the incentive of the controlling blockholder to take action benefitting only the 

controlling blockholder and harming the rest of the company’s owners. Previous research has found that 

poor legal protection has a negative effect on a company’s value (La Porta, et al., 1999). Earlier research 

have also found that if companies are present in a country with poor legal protection and are in need of 
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financing, they have the incentive and will take action to improve their corporate governance as a signal 

to make them more attractive for outside investors (Durnev & Kim, 2005). Also Leuz et al. (2009) have 

investigated which key drivers make companies attractive to foreign investors and find that country’s 

economic development and the country’s legal institutions have a positive effect in terms of how much 

foreign investors invest in companies, which further justify a split of the countries into one group where 

these key drivers are more prevalent and a group where the key drivers are less prevalent. 

With inspiration from the article by Lins et al. (2013) where they also conduct a robustness check 

concerning countries’ legal protection, the sample will be divided into two: one for developed countries 

with better institutions and one for developing countries, where the institutions are weaker. We next re-

run our regression for each of the two sub-samples, in order to check whether the relationship between 

large owners and company performance depend on the institutional environment in which a company 

operates. To perform the segmentation, the most recent annual report about the world economy from 

United Nations is used.18 United Nations have three country categories: developed countries, countries 

in transition, and developing countries. We will merge countries in transition and developing countries 

into one category called developing countries. The number of observations by group is presented in 

Table 24 below.  

Table 24: Overview of the sample split into developed and developing countries 

  Developed Countries Developing Countries 

Number of countries 23 27 

Number of companies 3,889 2,653 

Number of companies with a controlling blockholder 1,080 896 

Percentage of companies with a controlling blockholder 27.8% 33.8% 

  

Table 24 above shows that more countries in the sample are from the developing countries category. 

Not surprisingly, a higher percentage of the companies in the developing countries are controlled by a 

blockholder. Assuming that legal protection is worse in developing countries, the incentive of 

shareholders to become a controlling blockholder should be in fact higher, which is in line with what 

reported in table 24. 

                                                           
18

 United Nations produce an annual report about the countries in the world containing, among other things, an 

information analysis on the degree of development of the various countries. 



98 

9.2.1 DEVELOPED COUNTRIES 

The results from hypothesis 1.c for developed countries are presented in table 25 below. Looking at the 

performance measures, there is a rather large change in the coefficient of controlling blockholders.  In 

the case of EBITDA margin, the coefficient is not significant any longer. The coefficient for ROA has also 

decreased, both regarding the average positive effect and regarding significance changing from the 1% 

level to only the 10% level. The coefficient controlling blockholders have related to total return has 

decreased from the 5% significance level to the 10% significance level. The coefficient for Tobin’s Q has, 

just as EBITDA margin, gone from being positive and significant to becoming insignificant. 

These findings are quite interesting related to the agency theory that states that a higher concentration 

of ownership should give a larger incentive to decrease agency costs and increase company 

performance. Assuming that legal protection is strong in the developed countries, the insignificant (at 

the place of a positive) association between the presence of large owners and company performance 

probably does not suggest that, in these countries, the controlling blockholders extract private benefits 

of control, which outweigh the positive effects of monitoring. Instead, one more reasonable explanation 

could be that in these countries, as mentioned in section 4, there are several other mechanisms in the 

market that create the incentive to monitor larger companies, even though no controlling blockholder is 

present. This incentive created by the market could even out the positive effect of the controlling 

blockholder, thus resulting in no differences between the companies with large owners and other 

companies. Since in this model we only study publicly listed companies that get a lot of media attention 

in the larger and developed countries, the argument by Fama (1980) could be a reasonable explanation 

for the findings. For instance, since the financial crisis huge attention has been drawn to the 

compensation of the company CEOs and other executives, forcing the companies to rethink and 

strengthen their corporate structures. 
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Table 25: Blockholders’ effect on performance in developed countries 

 EBITDA margin ROA Total return Tobin's Q 
Variables         

Blockholder 0.470 0.585* 0.0165** -0.0282 
  (0.497) (0.307) (0.00839) (0.0285) 
Company size 1.867*** 0.663*** 0.0174*** 0.00606 
  (0.113) (0.0687) (0.00187) (0.00603) 
Gearing -0.00253 -0.0156*** -0.000267*** -0.000242** 
  (0.00231) (0.00122) (4.39e-05) (0.000106) 
Liquidity 1.250*** -0.0517 0.00799*** 0.0497*** 
  (0.198) (0.104) (0.00299) (0.00968) 
R&D -0.0476 0.0503 -0.000976 0.0453*** 
  (0.0668) (0.0508) (0.00129) (0.00537) 
Beta 

  
-0.0520*** 0.0128 

  
  

(0.00734) (0.0204) 
Year 2009 -2.334*** -2.462*** 0.325*** -0.297*** 
  (0.156) (0.118) (0.00858) (0.00949) 
Year 2011 -1.298*** -1.423*** -0.0805*** -0.386*** 
  (0.158) (0.120) (0.00812) (0.0121) 
  

   
  

Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 11,670 11,670 11,670 11,670 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

9.2.2 DEVELOPING COUNTRIES 

The results for the developing countries are presented in table 26 below and show somehow stronger 

effects than the ones reported in our main results. The large owner’s coefficient for EBITDA margin has 

increased; however, the significance level has dropped from the 5% level to the 10% level. For ROA, the 

coefficient of large owner has also increased and is still significant at the 1% level. The total return is not 

significant anymore, and we are not able to tell whether it is statistically different from 0. The coefficient 

of the large owner in relation to Tobin’s Q has also increased substantially; the coefficient is still 

significant at the 5% level, but it has increased by 160% from 0,043 to 0,112. All in all, these results 

suggest that the presence of large owners positively associate with company performance, and that 

these effects are driven primarily by the developing countries. This finding is, somehow, against our 

initial expectations as we would expect that, in the developing countries, the large owners are more 

prone to extract private benefits of control and that the positive association with company performance 

will be weaker in this case. One explanation to this is, as mentioned above, in the absence of alternative 

corporate governance mechanisms in the companies with dispersed ownership. In other words, it could 
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simply be that, even if they extract private benefits of control, the large owners still add more value than 

the “entrenched” managers in the widely held companies. It may also be that the larger attention to 

corporate governance in the developing countries also has reduced the large owners’ ability to extract 

private benefits of control, thus improving their contribution to the companies. Finally, we should note 

that our results are not free of endogeneity concerns. It may thus simply be that large owners simply 

self-select into the better performing companies, and that this is more likely the case in the developing 

countries. In other words, it may be that in these countries, it is not the large owners that drive good 

performance but good performance that attracts and motivates the owners to concentrate their 

ownership share in these companies. Unfortunately, our data does not allow us to address this issue 

more in detail. 

Table 26: Blockholders’ effect on performance in developing countries 

 EBITDA margin ROA Total return Tobin's Q 
Variables         

Blockholder 0.835 0.931*** 0.0163* 0.115*** 
  (0.548) (0.300) (0.00986) (0.0322) 
Company size 2.653*** 1.140*** 0.0146*** 0.0285*** 
  (0.171) (0.0948) (0.00303) (0.00948) 
Gearing -0.0155*** -0.0275*** -0.000364*** -0.000895*** 
  (0.00380) (0.00191) (7.33e-05) (0.000173) 
Liquidity 1.656*** 0.0271 0.000224 0.0314*** 
  (0.173) (0.0788) (0.00273) (0.00955) 
R&D -0.470*** 0.0347 -0.00299 0.0637*** 
  (0.103) (0.0778) (0.00193) (0.00787) 
Beta 

  
-0.0252*** 0.0227 

  
  

(0.00763) (0.0228) 
Year 2009 -2.643*** -2.492*** 0.469*** -0.178*** 
  (0.240) (0.160) (0.0130) (0.0135) 
Year 2011 -3.516*** -3.243*** -0.432*** -0.390*** 
  (0.254) (0.166) (0.0113) (0.0170) 
  

   
  

Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 7,959 7,959 7,959 7,959 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

9.3 CLUSTERED STANDARD ERRORS BY COUNTRY 

As argued in section 2.3.2 about heteroscedasticity, we have chosen to adjust our standard errors in 

order to account for heteroscedasticity and serial correlation between the various units belonging to the 
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same company (in time). However, as argued by Lins et al. (2013), we could expect that our variables are 

correlated between firms within a country. To address this issue, we next re-estimate our regressions 

clustering our standard errors at the country level.  

The results for models 5 and 11 with clustered standard errors by country are reported in the two tables 

below. We find that the coefficient for a controlling blockholder when looking at total return is now 

significant at the 10% level instead of at the 5% level, and that Tobin’s Q is no longer significant 

compared to being significant at the 5% level. When looking at families as a controlling blockholder, we 

find that the coefficient for ROA is now significant at the 5% level compared to the 1% level. 

These results show that, on average, in line with our previous regressions, companies that are controlled 

by a blockholder (family or non-family) perform better than widely held companies. 

Table 27: Controlling blockholders’ effect on performance (standard errors clustered by country) 

 
EBITDA margin ROA Total return Tobin’s Q 

Variables         

Blockholder 0.749** 0.802*** 0.0168** 0.0420 
  (0.342) (0.182) (0.00714) (0.0326) 
Company size 2.153*** 0.812*** 0.0152*** 0.0134 
  (0.207) (0.134) (0.00247) (0.00873) 
Gearing -0.00671** -0.0194*** -0.000322*** -0.000492* 
  (0.00332) (0.00251) (8.28e-05) (0.000261) 
Liquidity 1.502*** -0.00153 0.00365 0.0401*** 
  (0.148) (0.0956) (0.00292) (0.00944) 
R&D -0.167 0.0487 -0.00170* 0.0514*** 
  (0.117) (0.0669) (0.000994) (0.00677) 
Beta   -0.0378*** 0.0202 
    (0.00792) (0.0171) 
Year 2009 -2.446*** -2.456*** 0.384*** -0.247*** 
  (0.162) (0.166) (0.0695) (0.0537) 
Year 2011 -2.189*** -2.144*** -0.223** -0.386*** 
  (0.451) (0.397) (0.0913) (0.0588) 
  

    Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,629 19,629 19,629 19,629 
Notes: Standard errors clustered at country level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 
 

 



102 

Table 28: Family and non-family controlling blockholders’ effect on performance (standard errors clustered by country) 

 
EBITDA margin ROA Total return Tobin’s Q 

Variables         

Family controlled 0.516 1.129** 0.0388*** 0.0491 
  (0.717) (0.433) (0.0142) (0.0357) 
Non-family controlled 0.800** 0.730*** 0.0119* 0.0404 
 (0.344) (0.202) (0.00681) (0.0358) 
Company size 2.149*** 0.817*** 0.0156*** 0.0135 
  (0.209) (0.134) (0.00248) (0.00855) 
Gearing -0.00671** -0.0194*** -0.000322*** -0.000492* 
  (0.00333) (0.00251) (8.27e-05) (0.000260) 
Liquidity 1.502*** -0.00128 0.00366 0.0401*** 
  (0.148) (0.0953) (0.00293) (0.00944) 
R&D -0.167 0.0485 -0.00171* 0.0513*** 
  (0.117) (0.0669) (0.00100) (0.00677) 
Beta   -0.0378*** 0.0202 
    (0.00788) (0.0171) 
Year 2009 -2.446*** -2.457*** 0.383*** -0.247*** 
  (0.162) (0.166) (0.0695) (0.0537) 
Year 2011 -2.188*** -2.145*** -0.223** -0.386*** 

  
(0.452) (0.397) (0.0914) (0.0588) 

Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,629 19,629 19,629 19,629 
Notes: Standard errors clustered at country level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

9.4 CONTROLLING FOR THE LARGEST COMPANIES 

As mentioned in the beginning of this section, the following robustness check will concern hypothesis 

2.c where the controlling blockholders are divided into controlling blockholders defined as a family and 

controlling blockholders different from a family, and the effect of the two categories on company 

performance will be studied. Following Lins et al. (2013), we could expect that family companies tend to 

concentrate among smaller and medium size companies and are less likely to be observed among the 

largest companies. Therefore, including the largest companies when investigating family controlling 

blockholders’ impact can be misleading. Consequently, we re-do our analysis by excluding the 5% largest 

companies measured by total assets. Besides the exclusion of the largest companies, the model is the 

same as model 11 in hypothesis 2.c. 
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Before running the regressions we check the assumption that family controlling blockholders are not 

present in the largest companies in our sample. Table 29 below shows the distribution of our defined 

ownership structures for the whole sample and for the 5% largest companies. 

Table 29: Distribution of corporate structure for the 5% largest companies and the whole sample 

  5% largest companies Whole sample 

Number of companies 333 6,543 

Share of companies controlled by blockholders 32% 31% 

Share of companies controlled by a family 1% 6% 

Share of companies controlled by a non-family 32% 25% 

 

As seen in table 29 above, companies with a family as the controlling blockholder are indeed not as 

frequently present in the 5% largest companies as in the whole sample. The difference in how frequent 

family controlled companies are present justifies the investigation of whether this will have an effect on 

our initial findings in hypothesis 2.c. 

Table 30 below shows the results without the 5% largest companies. Looking at the coefficients for 

family controlling blockholders, EBITDA margin is almost identical to the coefficient from the initial 

analysis and not significant. ROA is also very similar to the findings from hypothesis 2.c, significant at the 

1% level, and with a positive effect. No real change is registered for the two last performance measures, 

total return and Tobin’s Q. Moving on to the coefficients for non-family controlling blockholders, the 

coefficients and significance levels are again the same as in the initial findings for the first three 

performance measures. All in all, the results are in line with our main results reported above. 
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Table 30: Blockholders’ effect on performance without the 5% largest companies 

  EBITDA margin ROA Total return Tobin's Q 
Variables         

Family controlled 0.583 1.097*** 0.0404*** 0.0499 
  (0.594) (0.401) (0.0131) (0.0411) 
Non-family controlled 0.866** 0.751*** 0.0124* 0.0458* 
  (0.415) (0.239) (0.00700) (0.0238) 
Company size 2.290*** 0.862*** 0.0160*** 0.0109* 
  (0.112) (0.0668) (0.00197) (0.00636) 
Gearing -0.00679*** -0.0198*** -0.000346*** -0.000510*** 
  (0.00207) (0.00109) (4.13e-05) (9.62e-05) 
Liquidity 1.497*** -0.00450 0.00318 0.0403*** 
  (0.133) (0.0636) (0.00205) (0.00693) 
R&D -0.181*** 0.0355 -0.00158 0.0517*** 
  (0.0573) (0.0434) (0.00111) (0.00459) 
Beta 

  
-0.0381*** 0.0252 

  
  

(0.00541) (0.0155) 
Year 2009 -2.448*** -2.454*** 0.396*** -0.248*** 
  (0.140) (0.0997) (0.00767) (0.00825) 
Year 2011 -2.206*** -2.156*** -0.222*** -0.388*** 

  
(0.146) (0.103) (0.00726) (0.0104) 

Country fixed effects Yes Yes Yes Yes 
Industry fixed effects Yes Yes Yes Yes 
Observations 19,692 19,692 19,692 19,692 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 
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10 CONCLUSION 
In this thesis, we have investigated the relationship between the presence of a large owner 

(blockholder) and corporate performance. On average, we find that companies with controlling 

blockholders associate with a more positive performance than widely held companies; this is true for all 

four performance measures investigated (EBITDA margin, ROA, total return, and Tobin’s Q) and the 

three years investigated. From an agency theory perspective, we argue that this relationship was 

expected and reflects the positive incentive effect, i.e. the effect of a large owner’s monitoring over the 

companies’ management. This is in line with the theory as owners should monitor their investments 

with more vigilance when a larger share of their wealth is tied up in a company. By holding a large share 

in the company, these owners also have the ability to monitor the management of the company. As 

argued by Edmans (2013), a controlling blockholder can increase company performance by using voice 

and by the threat of exit. We find that the positive effect shrinks significantly during and after the 

financial crisis; this is observed for two of the four performance measures. We argue that this tendency 

might be explained by two things: 1) if the companies owned by large owners are less diversified, they 

might be more vulnerable to financial shocks; 2) the large owners’ may be less willing and able to adopt 

the corrective measures in the crisis due to their personal needs, such as dividends etc., as shown by 

Lins et al. (2013).  

While our results suggest that the companies with a family as the large owner perform better than the 

widely held companies, we find no difference in the performance of companies with a family as the 

large owner and companies controlled by other types of owners. We did not expect to find a positive 

association between family control and performance in the first place. If any, we could expect to 

observe a worse performance of family controlled companies, as shown by Lins et al. (2013). In their 

study, Lins et al. (2013) argue that family controlled companies perform worse relative to companies 

with a non-family controlling blockholders or companies that are widely held during a financial crisis. In 

line with this, we do observe that, during the crisis years, the positive association between family 

control and performance compared to widely held companies diminishes; however, from our findings 

we are not able to say anything significant about the difference between family and other types of 

owners. We argue that the reason for this decrease in the positive association between family control 

and performance can be explained by the arguments proposed by Lins et al. (2013): (1) they are more 



106 

risk-averse, i.e. they do not take on the necessary investments, and (2) they use corporate resources to 

meet personal liquidity needs, i.e. they use the company as their private savings. 

Our findings related to the effect across all the years investigated are robust using alternative thresholds 

for control and when we make a geographical split based on legal protection for investors. 

The results are relevant to investors as they show the potential upside/downside of the different 

ownership structures. However, it is important to mention that our findings are indicative, because of 

the endogeneity issue in our research, and therefore, our conclusions do not state that you should 

always invest in a company with a controlling blockholder, because we cannot claim causality only 

associations between large owners and company performance. Additional research comprising more 

detailed data and a more rigorous analysis would be necessary in order to conclude causality. 
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11 SUGGESTIONS FOR FURTHER RESEARCH 
Throughout the process of writing this thesis, we have got a real indication of how many possible topics 

there are to investigate within this corporate governance, and in particular agency theory, field. We 

have found ourselves in situations where we just had to accept that there was neither the time nor the 

resources to further investigate subtopics that would have made the research more complete. This 

section is dedicated to discuss the most obvious topics for further research based on this thesis. 

In this thesis, we try to explain our findings based on agency theory and previous findings from 

acknowledged literature within the corporate governance field. However, the most obvious next step 

for further research is to thoroughly investigate the exact driver for controlling blockholders’ positive 

effect. For instance, monitoring and bonding are some of the tools that owners can use to lower residual 

costs and increase the company’s performance, and we try to explain our findings with, among others, 

this argument. However, we do not have actual figures indicating how many resources specific 

companies use on monitoring and bonding costs. If we could somehow have measured theses costs for 

the companies and investigated the correlation with performance, it would have been of large value for 

the thesis. 

This research only includes data for the companies covering three years. It would have been very 

interesting to include more years and for instance look at the performance over a 20- or 30-year period. 

From an investor’s point of view, this might be more interesting since an investment often spans a 

longer period than 5 years, and that type of analysis would have shown results in a broader perspective. 

In this thesis, we only look at larger companies that are required to be listed at a stock exchange. This 

means that our findings can only be generalized for companies with those characteristics. It would be 

interesting to see if our findings would also apply for smaller companies and for companies that are not 

listed. For instance, one could expect that the degree of entrenchment would increase in non-listed 

companies since the information that a company is required to publish is limited. 

When we looked at the distribution of the different types of controlling blockholders in our sample we 

found that more than 52% of the controlling blockholders were industrial companies. It would be been 

interesting to investigate who the owners of these controlling industrial companies are and see if our 

results would remain the same. Who knows – the owners might be families? 



108 

12 BIBLIOGRAPHY 
Alchian, A. A. & Demsetz, H., 1972. Production, Information Costs, and Economic Organization. The 

American Economic Review, December, 62(5), pp. 777-795. 

Andersen, I., 2006. The plain reality - about knowledge production in social sciences (Den skinbarlige 

virkelighed – om vidensproduktion inden for samfundsvidenskaberne). 3rd ed. s.l.:Forlaget 

Samfundslitteratur. 

Ardalan, K., 2007. Corporate governance: a paradigmatic look. International Journal of Social Economics, 

34(8), pp. 506-524. 

Baltagi, B. H., 1998. Panel Data Methods. In: U. Aman, ed. Handbook of Applied Economic Statistics. 

s.l.:CRC Press, pp. 291-324. 

Baltagi, B. H., 2013. Econometric Analysis of Panel Data. 5th ed. s.l.:Wiley. 

BBC, 2012. Greece debt cut: Some of Europe's biggest banks hit. [Online]  

Available at: http://www.bbc.com/news/business-17110355 

Bennedsen, M. & Wolfenzon, D., 2000. The balance of power in closely held corporations. Journal of 

financial economics, 58(1-2), pp. 113-139. 

Berk, J. & DeMarzo, P., 2011. Corporate Finance. 2nd ed. s.l.:Prentice Hall. 

Berle, A. A. & Means, G. C., 1932. The modern coporation and private property. New York: Macmillan. 

Blundell-Wignall, A., Atkinson, P. & Lee, S. H., 2009. The current financial crisis: Causes and policy issues. 

OECD Journal: Financial Market Trends, 2008(2), pp. 1-21. 

Brunnermeier, M. K., 2009. Deciphering the Liquidity and Credit Crunch 2007–2008. The Journal of 

Economic Perspectives, 23(1), pp. 77-100. 

Bryman, A. & Bell, E., 2011. Business Research Methods. 3rd edition ed. s.l.:Oxford University Press. 

Bureau van Dijk, H., n.d. Bureau van Dijk. [Online]  

Available at: http://www.bvdinfo.com/en-gb/home 

Burrell, G. & Morgan, G., 1979. Sociological paradigms and organisational analysis, elements of the 

sociology of corporate life. London: s.n. 



109 

Cameron, A. C. & Miller, D. L., 2013. A Practitioner's Guide to Cluster-Robust Inference.  

Chung, K. H. & Pruitt, S. W., 1994. A Simple Approximation of Tobin's Q. Financial Management, 23(3), 

pp. 70-74. 

Chung, K. H., Wright, P. & Charoenwong, C., 1998. Investment opportunities and market reaction to 

capital expenditure decisions. Journal of Banking and Finance, 22(1), pp. 41-60. 

Djankov, S., La Porta, R., Lopez-de-Silanes, F. & Shleifer, A., 2008. The law and economics of self-dealing. 

Journal of Financial Economics, 88(3), pp. 430-465. 

DONG, n.d. DONG. [Online]  

Available at: 

http://www.dongenergy.com/DA/Presse/Nyhedsrum/Pages/Koncernmeddelelser_details.aspx?omxid=7

36390 

Durnev, A. & Kim, E. H., 2005. To Steal or Not to Steal: Firm Attributes, Legal Environment and Valuation. 

The Journal of Finance, 60(3), pp. 1461-1493. 

Edmans, A., 2013. Blockholders and Corporate Governance. National Bureau of Economics Research. 

Faccio, M. & Lang, L. H., 2002. The Ultimate Ownership of Western European Corporations. Journal of 

Financial Economics, 65(3), pp. 365-395. 

Faccio, M., Marchica, M. & Mura, R., 2011. Large Shareholder Diversification and Corporate Risk-Taking. 

Review of Financial Studies, 24(11), pp. 3601-3641. 

Fama, E. F., 1980. Agency Problems and the Theory of the Firm. Journal of Political Economy, 88(2), pp. 

288-307. 

Galí, J., 1994. Keeping up with the Joneses: Consumption Externalities, Portfolio Choice, and Asset 

Prices. Journal of Money, Credit and Banking, 26(1), pp. 1-8. 

Gao, L. & Kling, G., 2008. Corporate governance and tunneling: Empirical evidence from China. Pacific-

Basin Financa Journal, Volume 16, pp. 591-605. 

Ghosh, D. & Vogt, A., 2012. Outliers: An Evaluation of Methodologies. Joint Statistical Meetings. 

Grossman, S. J. & Hart, O. D., 1980. Takeover Bids, the Free-Rider Problem, and the Theory of the 

Corporation. The Bell Journal of Economics, 11(1), pp. 42-64. 



110 

Gujarati, D. N. & Porter, D. C., 2009. Basic Econometrics. 5th Edition ed. s.l.:McGraw-Hill. 

Himmelberg, C. P., Hubbard, R. G. & Palia, D., 1999. Understanding the Determinants of Managerial 

Ownership and the Link between Ownership and Performance. Journal of Financial Rconomics, 53(3), 

pp. 353-384. 

Hull, P., n.d. Forbes. [Online]  

Available at: http://www.forbes.com/sites/patrickhull/2013/09/17/10-hot-cities-for-entrepreneurs/ 

IMF, n.d. IMF. [Online]  

Available at: www.imf.org 

[Accessed 2014]. 

Jensen, M. C. & Meckling, W. H., 1976. Theory of the Firm: Managerial Behavior, Agency Costs and 

Ownership Structure. Journal of Financial Economics, 3(4), pp. 305-360. 

Johnson, H. T., 2007. Lean Dilemma: Choose Systems Principles or Management Accounting Controls - 

Not Both. In: Lean Accounting: Best Practices for Sustainable Integration. s.l.:John Wiley & Sons, pp. 3-

16. 

Johnson, S., La Porta, R., Lopez-de-Silanes, F. & Shleifer, A., 2000. Tunneling. The American Economic 

Review, 90(2), pp. 22-27. 

Kleinbaum, D., Kupper, L., Nizam, A. & Rosenberg, E. S., 2014. Applied Regression Analysis and other 

Multivariable Methods. Boston: Cengage Learning. 

Kole, S. R., 1995. Measuring Managerial Equity Ownership: A Comparison of Sources of Ownership Data. 

Journal of Corporate Finance, 1(3), pp. 413-435. 

La Porta, R., Lopez-de-silanes, F. & Shleifer, A., 1999. Corporate Ownership Around the World. The 

Journal of Finance, 54(2), pp. 471-517. 

Laeven, L. & Levine, R., 2008. Complex Ownership Structures and Corporate Valuations. Review of 

Financial Studies, 21(2), pp. 579-604. 

Leuz, C., Lins, K. V. & Warnock, F. E., 2009. Do Foreigners Invest Less in Poorly Governed Firms. The 

Review of Financial Studies, 22(8), pp. 3245-3285. 

Lind, D. A., Marchal, W. G. & Wathen, S. A., 2008. Basic statistics for business and economics. 6. ed. ed. 

New York: McGraw-Hill Higher Education. 



111 

Lins, K. V., Volpin, P. & Wagner, H. F., 2013. Does Family Control Matter? International Evidence from 

the 2008-2009 Financial Crisis. The Review of Financial Studies, 26(10), pp. 2583-2619. 

Maury, B. & Pajuste, A., 2005. Multiple large shareholders and firm value. Journal of Banking and 

Finance, 29(7), pp. 1813-1834. 

McConnell, J. J. & Muscarella, C. J., 1985. Corporate Capital Expenditure Decisions and the Market Value 

of the Firm. Journal of Financial Economics, 14(3), pp. 399-422. 

McConnell, J. J. & Servaes, H., 1990. Additional Evidence on Equity Ownership and Corporate Value. 

Journal of Financial Economics, 27(2), pp. 595-612. 

Meigs, W. B. & Meigs, R. F., 1983. Financial Accounting. 4th ed. s.l.:McGraw-Hill. 

Merton, R. K., 1967. On Theoretical Sociology. s.l.:Free Press. 

Mitton, T., 2002. A Cross-Firm Analysis of the Impact of Corporate Governance on the East Asian 

Financial Crisis. Journal of Financial Economics, 64(2), pp. 215-241. 

Morck, R., Shleifer, A. & Vishny, R. W., 1988. Management Ownership and Market Valuation: An 

Empirical Analysis. Journal of Financial Economics, Volume 20, pp. 293-315. 

Orbis, n.d. Orbis brochure. [Online]  

Available at: http://www.bvdinfo.com/en-gb/about-bvd/brochure-library/brochures/orbis-brochure 

Orbis, n.d. Orbis user guide. [Online]  

Available at: 

https://webhelp.bvdep.com/Robo/BIN/Robo.dll?project=68_EN&newsess=1&refer=https%3A//webhelp

.bvdep.com/robo/projects/wh00000/UG.htm 

ownership structure guide, O., n.d. Orbis. [Online]  

Available at: 

https://webhelp.bvdep.com/Robo/BIN/Robo.dll?project=WHDOTNETOWNERSHIP_68_EN&newsess=1&

refer=https%3A//orbis-bvdinfo-com.esc-web.lib.cbs.dk%3A8443/version-

2014527/Search.QuickSearch.serv%3F_CID%3D1%26context%3D1V6R9PLJD5HSEKY 

Petersen, C. V. & Plenborg, T., 2012. Financial Statement Analysis. 1st Edition ed. s.l.:Financial Times 

Prentice Hall. 

Petersen, M. A., 2009. Estimating standard errors in finance panel data sets: Comparing Approaches. 

Review of Financial Studies, 22(1), pp. 435-480. 



112 

Rajan, R., Servaes, H. & Zingales, L., 1998. The Cost of Diversity, The Diversification Discount and 

Inefficient Investment. National Bureau of Economic Research. 

Rajan, R., Servaes, H. & Zingales, L., 1998. The Cost of Diversity, The Diversification Discount and 

Inefficient Investment. National Bureau of Economic Research. 

Resnick, S., 2007. Heavy-Tail Phenomena: Probability and Statistical Modeling. s.l.:Springer. 

Reuters, T., n.d. Thomson Reuters. [Online]  

Available at: https://forms.thomsonreuters.com/datastream/ 

Roberts, M. R. & Whited, T. M., 2012. Endogeneity in Empirical Corporate Finance. Simon School 

Working Paper. 

Settlements, B. f. I., n.d. Banks for International Settlements. [Online]  

Available at: http://www.bis.org/bcbs/basel3.htm 

Shleifer, A. & Vishny, R. W., 1986. Large Shareholders and Corporate Control. Journal of Political 

Economy, 94(3), pp. 461-488. 

Smith, A., 1776. An inquiry into the nature and caufes of the wealth of nations. London: W. Strahan and 

T. Cadell. 

Strahan, P. E., 2012. Liquidity Risk and Credit in the Financial Crisis, s.l.: FRBSF Economic letter. 

Thomsen, S., Pedersen, T. & Kvist, H. K., 2006. Blockholder ownership: effects on firm value in market 

and control based governance systems. Journal of Corporate Finance, 12(2), pp. 246-269. 

Tirole, J., 2001. Corporate Governance. Econometrica, 69(1), pp. 1-35. 

Tobin, J., 1969. A General Equilibrium Approach To Monetary Theory. Journal of Money, Credit and 

Banking, 1(1), pp. 15-29. 

Tribo, J. A. & Urtiaga, M. G., 2008. Ownership Structure and Minority Expropriation in Non-listed Firms: 

The Case for Multiple Large Shareholders. ECGI - Finance Working Paper, Volume 53, p. 53. 

Wells, H., 2010. The Birth of Corporate Governance. Seattle University Law Review, 33(4), p. 1247. 

Wintoki, M. B., Linck, J. S. & Netter, J. M., 2012. Endogeneity and the dynamics of internal corporate 

governance. Journal of Financial Economics, 105(3), pp. 581-606. 



113 

Zhou, X., 2001. Understanding the determinants of managerial ownership and the link between 

ownership and performance: comment. Journal of Financial Economics, 62(3), pp. 559-571. 

Zwiebel, J., 1995. Block investment and partial benefits of corporate control. The Review of Economic 

Studies, 62(2), pp. 161-185. 

 



114 

13 APPENDIX 
Table 31: R&D behavior only for companies with controlling blockholders 

    

Variables R&D 

Family controlled 0.175 
  (0.152) 
Year 2009 0.122*** 
  (0.0352) 
Year 2011 0.157*** 
  (0.0489) 
Company size 0.0602* 
  (0.0320) 
Gearing -0.00244*** 
  (0.000492) 
ROA 0.00245 
  (0.00398) 
Tobin's Q 0.146 
  (0.103) 
    
Country fixed effects Yes 
Industry fixed effect Yes 
Observations 5,928 

Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 

Table 32: Gearing behavior only for companies with controlling blockholders 

    

Variables Gearing 

Family controlled 1.064 
  (4.366) 
Year 2009 2.090 
  (1.663) 
Year 2011 -5.307*** 
  (1.829) 
Company size 13.78*** 
  (1.123) 
ROA -0.554 
  (0.357) 
Tobin's Q -2.438 
  (1.744) 
    
Country fixed effects Yes 
Industry fixed effect Yes 
Observations 5,928 

 Notes: Standard errors clustered at firm level are reported in brackets.  

***, **, and * indicate significance at the 1 percent, 5 percent, and 10 percent level, respectively. 
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