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ABSTRACT
   This paper investigates a newly created dataset of 5504 firms from 20 countries in order to determine the firm-   

   and country-level determinants of ownership concentration. It uses a multilevel technique for obtaining     

   unbiased and efficient estimates. The firm’s size and riskiness (measured by its beta) appear to lead to dispersed 
   ownership. At the country level legal and political factors seems to dominate cultural influences on ownership 
   concentration.    
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Introduction
The concentration of corporate ownership has been found to systematically influence the performance of firms (surveys can be found in Holderness, 2003 and Denis and McConnell, 2003). Hence, it is important to know whether a certain degree of ownership concentration and the associated arrangements help a company in obtaining the goals set. In particular whether ownership is concentrated or dispersed gives rise to different agency problems and thus to different efficient arrangements for balancing the interests of the various stakeholders and the company as a whole. This ownership structure can be regarded as endogenous (Demsetz., 1983); determined by firm-, industry- and country specific variables. These factors can explain why ownership concentration differs widely within a country (Demsetz and Lehn, 1985 and Bottoasso and Sembenelli, 2004) and between countries (Claessens et al., 2002, Holderness and Sheehan, 1985, Lee, 2005, Seifert et al., 2005). In many cases these studies restrict themselves to relatively small sets of countries. The determining factors of ownership can be found at different levels of aggregation; firm-specific factors, and variables at the industry and country level. Regressions including variables from different levels of aggregation should take into account that the degrees of freedom of the higher levels are much lower than at the lower (firm) level and that the correlation between firm data within one country is higher than between countries. As far as we know up to now no study takes this into account.     
The aim of this paper is to enrich the existing literature in two ways. Firstly, we undertake a multi-country study and include 20 countries in our investigation of the determinant factors of ownership concentration. Use will be made of a newly constructed dataset which except for Japan and the USA contains all firms listed on the national stock exchanges. The richness of this data enables us to study the determining factors of the various levels (firm and country) simultaneously. Secondly, up to our knowledge we are the first to use a multi-level technique in order to deal appropriately with the fact that the frequencies at different levels (firm and country) differ from each other.    
The rest of this paper is organised as follows. In the next section we briefly review the variables that have been suggested in the literature as explanatory variables for the degree of ownership concentration. Section 3 describes the data, and Section 4 contains the empirical investigation. Section 5 concludes. 

Determinants of ownership concentration
The determinants of ownership concentration can be classified into three groups; factors’ referring to characteristics of the firm, its industry and the country it is resided in. One can argue however, that the characteristics of an industry are already reflected in those of the firm or the country. Empirical research has to reveal whether distinguishing the industry as a separate level is correct. Since Van der Els (2005) finds that the differences between industries are much less important than those between countries, in this study we restrict the analysis to firm and country-level variables. .
 Determinants at the level of the firm 
The literature has identified several observable characteristics of firms which are related to the importance of these factors.

The first factor is the size of the firm. The larger the size of the firm’s capitalization, the larger is the sum of capital that is needed to own a given stake in the firm. Wealth constraints and a desire to diversify risks are likely to limit the ability and willingness to hold a large fraction of the company’s shares. Furthermore, monitoring costs are likely to be greater in these firms. At the same time, large firms are under a closer attention of analysts and rating agencies, decreasing the necessity of monitoring by shareholders themselves and increasing the opportunities of control at arm’s length. All these arguments suggest that larger firms are more likely to be widely held. As the indicator of size we use the value of market capitalization in 2004. 

From the perspective of portfolio selection, firm-specific risk of a company makes holding a higher stake in it less attractive for a risk-averse investor. On the other hand, Demsetz and Lehn (1985) argue that greater instability in the firm’s environment necessitates more attention from shareholders to make sure professional management is staying ‘on top’ of rapidly changing conditions. This is an argument in favour ownership concentration in order to economize on monitoring costs. Consequently, the effects of higher firm-specific uncertainty on the firm’s ownership dispersion are theoretically ambiguous. We employ two measures of uncertainty: the firm’s beta (in 2004) and volatility of its yearly earning before debt, interest and taxes, scaled by the value of assets, in 2000-2004.

Related to firm specific risk is the intensity of Research and Development, which constitutes the next firm-specific variable. Opinions about the investment strategy will vary widely among investors if the firm is engaged in activities where previous experience cannot be relied upon in devising and evaluating managerial strategies. Under these conditions no consensus about the preferred strategy can be arrived at, so that financing by a bank or another intermediary is unlikely. Financing through markets that allow for dispersed ownership, enables firms to raise money from those investors who are optimistic about the success of the company’s strategy. Moreover, the stock markets enable the investors to share the resulting risks with other investors (see the first firm specific factor). On the other hand, in industries where previous experience provides an adequate basis for evaluating managerial strategies, monitoring by banks may be adequate and thus preferable because of economies of scale in monitoring (Allen and Gale, 1999, and Zeckhouser and Pound, 1990).
Given a certain size, firms can differ in their need for external financing. Because of wealth constraints and risk aversion, these needs are likely to have to be fulfilled by many investors and thus will lead to dispersed ownership. Following Thomsen and Pedersen (1996), we use capital intensity and firm growth rate as indicators of external financial requirements.
Creditors may provide some of the monitoring of management that otherwise would have to come from equity holders (Demsetz and Villalonga, 2001). We may therefore expect more indebted firms to have a more dispersed ownership.
More intense competition provides an independent check on managerial discretion, which may alleviate the agency problems of dispersed ownership (Thomsen and Pedersen, 1998). Operating profit margins can be used as a measure of intensity of competition. 

Country characteristics

Three types of national factors influencing ownership concentration have been put forward in the literature: legal factors, political forces and cultural dimensions. Each set of factors takes as a starting point the idea that well-developed stock markets and dispersed ownership go together as well as underdeveloped stock markets and concentrated ownership. In this paper we treat these factors as determining the relative importance of stock markets and ownerships structures. One could, however also argue that the causality runs in the opposite direction. 
The legal view claims that stock markets and thus dispersed ownership can only flourish if domestic law and practice in court defend the rights of small shareholders. Domestic legislation enhances dispersed ownership if the rights of outside shareholders against corporate insiders (La Porta et al., 1998) and the legal requirements for information disclosure about a firm which makes an initial public offering (La Porta et al., 2003) are well established. Legislation as such will not do the job. Judicial procedures are also of importance: if judges must base their decisions on legislation, corporate insiders who find a way to expropriate outsiders that is not explicitly forbidden may not fear judicial punishment, while if judges can base their decisions on principles of equity, they will try to estimate whether the conduct of insiders is unfair to outsiders, even if it is not explicitly forbidden (Beck et al, 2003). This factor is called the legal adaptability. 

The political view argues that political forces and interests have shaped the development of dispersed ownership. One argument is that the social-democratic ideology in continental European countries places more emphasize on the interests of employees and less on those of shareholders than in the United States (Roe, 2000). Consequently, politics and social climate make it difficult to implement practices associated with dispersed ownership. Publicly available information about the firm should be opaque, because owners and politicians are afraid that disclosing high profits will lead to demands for higher pay, which are more likely to succeed than in the USA It is difficult to implement incentive compensation, since it would heighten employee wage demands, and hostile takeovers often require government permission, which is less valuable for the bidder. In the empirical section we approximate the strength of the social democracy by the vote for left parties in national elections as a percentage of total votes (see Table 2).

The idea that deeply rooted values explain the shape of financial systems and ownership structures forms the centre of the cultural view. Studies applying this approach to the financial and corporate governance system are De Jong and Semenov (2006 and 2007), Licht et al (2005, and Stulz and Williamson (2003). Of these studies, De Jong and Semenov (2006) explain the cross-country differences of ownership concentration by means of the four cultural dimensions of Hofstede
, which are Collectivism-individualism, Power Distance, Uncertainty Avoidance, and Feminity-Masculinity. Collectivism-Individualism reflects whether people look only after themselves and their immediate family or belong to in-groups which look after them in exchange for loyalty. Power Distance refers to the extent to which the society accepts that power within its organisations and the society as a whole is distributed unequally. Uncertainty Avoidance refers to the extent to which people feel threatened by uncertainty and ambiguity and try to avoid it and/or protect themselves against it. Femininity-Masculinity deals with the relative emphasis in society on achievement and success versus caring for others and quality of life. They expect ownership to be more concentrated in countries with higher Uncertainty Avoidance and lower Masculinity. 

A high score on Uncertainty Avoidance implies that people in that particular society feel threatened by uncertainty and ambiguity and try to avoid it and/or protect themselves against it. Stock markets and hence dispersed ownership leads to more uncertainty than financing by intermediaries and concentrated ownership. Moreover, close relationships between the stakeholders in a firm form a mechanism to reduce uncertainty. These close relationships can more easily be established if ownership is concentrated.
A low score on the Masculinity-Femininity index indicates that one regards caring for others and solidarity more important than achievement and success. The appreciation of solidarity and equality explains why in these countries the involvement of the sate in pension schemes is high. To a great extent these pensions are non-funded, so that institutional investors and financial markets are relatively underdeveloped. Consequently, dispersed ownership is difficult to be established and ownership of firms is expected to be highly concentrated.

De Jong and Semenov (2006) could not formulate unambiguous predictions about the direction of the influence of a country’s score on Power Distance and Individualism on the degree of ownership concentration. For Individualism no relevant channel could be found, whereas for Power Distance two opposite forces are at work. In societies with a high score on Power Distance, cooperation with stakeholders is difficult to establish and sustain, because others are perceived as potential threats to one’s powers and so rarely can be trusted. Hence, close relationships associated with concentrated ownership are difficult to maintain. However, on the other hand in these societies an unequal distribution of power and wealth, and hence concentrated ownership, are easily accepted. Empirical research should reveal which effect dominates.  
The data

The analysis in this paper is based on a newly constructed dataset for 5504 publicly traded corporations in 20 countries. The primary source of our data is the ownership database of Thomson Banker. Thomson collects this information from a number of sources including, but not limited to, official company-issued statements and the media. We collected the information for the firms in 20 countries; all countries where a sufficient firms with reliable data were present in the database. We collected information for all non-financial firms (one-digit primary SIC code other than 6) with data on ownership, stock market capitalization, and primary SIC code. However, for Japan and the United States, because of the time and cost constraints, we collected information only on one third of the firms present in the database, evenly spread by size and industry. More precisely, in each of these countries we divided the firms into ten groups according to size, within each of these ten groups we arranged the firms by the 4-digit primary SIC code. Within each of these industries (based on 4-digit primary SIC code) we ordered the firms according to size and took every third firm from this list, starting from the third. 
In several cases the information in Thomson Banker was not satisfactory. In such cases we augmented the dataset with information from other sources, primarily company websites and annual reports.
  In particular, for firms with dual-class shares the information from Thomson Banker is insufficient, since it reflects the ownership structure of only one class of shares. In many instances (especially in Scandinavia), these are actually the shares with subordinate voting rights, mostly because the shares with full voting rights are not listed. We identify the companies with dual class shares via Datastream. Fifteen companies of this type for which we could not find data from alternative sources are excluded from the sample. 
In some cases the total percentage of shareholdings reported by Thomson was greater than 100%. For five of these companies we could not find information from alternative sources and excluded them from the dataset. In some cases the fraction of total shareholding reported by Thomson Banker is quite low, raising doubts about the presence of all substantial shareholders in this dataset. For companies where the fraction of total shareholding reported was less than 10%, we collected information using other sources, and were often able to identify investors holding very substantial fractions of shares. Forty-eight of these companies where we could not find ownership information were excluded from the dataset. Finally, we exclude from the dataset companies where the largest equity stake at the moment of reporting was larger than 20% and was held by the company itself (four companies) or a broker-dealer firm (five companies). This procedure resulted in a dataset of 5504 firms from 20 industrial countries. For these firms we know the ownership structure, the shares of the largest owner and market capitalization as of mid-2004. Unfortunately, for a number of firms we were unable to collect all firm-level data necessary for some regressions, so that in these cases we have to use a smaller sample consisting of 3779 firms.   




<Insert Table 1>

The characteristics of both samples are listed in Table 1. A firm is considered to be held by a dominant shareholder if the largest shareholder of the firm has more than 20% of voting rights, and by a majority shareholder if this shareholder has more than 50% of voting rights. For the large sample the number of firms per country ranges from 32 in Austria to 1152 in the United States. The median largest voting block lies between 12 per cent (Ireland) and 50 per cent (Austria). For both samples the percentage of firms with a dominant owner ranges from 26 per cent in Ireland to 88 in Italy. Hence the degree of ownership concentration varies considerably in our samples. We consider two measures of ownership concentration. The first is a dummy variable which equals 1 in case the company has a dominant or majority owner, and zero otherwise. The second equals the share of the largest owner. The description and sources of the explanatory variables are listed in Table 2. 




<Insert Table 2>

Empirical evidence

Regression analysis will be used for investigating whether relations are significant. The regression is a logit-analysis in case the dependent is a dummy variable. Two types of regressions are applied. In the first regression the independent variable is explained by firm-level data only, so that an Ordinary Least Squares suffices. In the other regression the list of independent variables contains firm-level data as well as country-level data. Consequently, the independent variables are from different levels and have different frequencies. Moreover, the within-country correlation of the firm-level data is likely to be higher than the cross-country correlation., so that the use of OLS would lead to inefficient estimates. These relations are estimated by a multi-level regression MLWIN. 





<Insert Table 3>

The regressions with firm-level data reveal that market capitalization and the firm’s risk (measured by its beta) significantly determine ownership concentration (Table 3). As expected both a high level of the firm’s market capitalization and of the firm specific risk leads to dispersed ownership. The other firm-level variables don’t have any significant influence. The way of measuring the independent variable doesn’t affect the qualitative results. 





<Insert Table 4>

In order to investigate the influence of country level data, we run multilevel regressions in which the six firm-level variables listed in Table 3 serve as control variables. Since we are in this stage primarily interested in the country level variables, only the coefficients of these variables are reported in the next tables. Moreover, the results on the firm-level don’t change substantially. Table 4 reports the results of the logit regression. Of the legal variables, anti-director rights, private enforcement, and rule of law appear to be significant at the 1 per cent level. Public enforcement is significant at the 5 percent level only, whereas legal justification isn’t significant at all. The votes for left parties, indicating the importance of social democracies, is significant at the level of 1 percent. Uncertainty Avoidance and Masculinity are the most significant variables within the group of cultural dimensions. Individualism also has an impact but less than the previously mentioned dimensions, whereas no effect is found for Power Distance. In sum, the logit regressions reveal that at least one variable is relevant from each of the three groups distinguished.

The regressions using as the dependent variable the percentage of shares controlled by the largest shareholder suggest that except for legal justification, all country variables significantly influence the concentration of ownership (first three columns of Table 4 B). The coefficients remain significant if the variables of both the political and cultural view are included in the relation (Table 4B, Column 4). Inclusion of all the variables of the legal and cultural view leads to insignificant coefficients of private enforcement, legal justification, Power Distance and Individualism (Table 4B, column 5).  Adding the votes for the left parties to the set of variables of the legal view, reduces the significance of the former to 5 per cent. Hence these regressions support all three types of explanation for the ownership concentration, although the legal view might be somewhat more robust than the other two. 




<Insert Table 5>

The regressions presented above were based on a sample of 3779 firms in twenty countries. For these firms we have data on each firm’s beta. In order to test the robustness of the results we also run regressions for a larger sample of 5504 firms from the same twenty countries. However, we don’t know the each firm’s beta for those firms that are added to the original sample. In the multilevel regressions we therefore only include at the firm-level the other significant variable from the previous regressions, namely the firm’s size. The corresponding coefficient remains significant in all regressions (see Table 5). Hence size is an important firm-level determinant for a company’s ownership concentration. Of the country variables legal justification is always insignificant. The other variables are significant if each set of explanations (legal, political, and cultural) are included in the regressions separately (Table 5, columns 1-3). Combining the political and cultural view goes at the expense of Masculinity (Table 5, column 4) and the combination of legal and cultural view leaves only Individualism as a significant cultural dimension (Table 5, column 5). A higher score on Individualism reduces the concentration of ownership. The political variable is insignificant if it is included in a regression with legal variables. As the previous regressions, the estimates of the enlarged sample give support to each approach when only variables representing each view are included in the regression. Once again the legal view appears to be more robust than the other two approaches as many coefficients of this approach remain significant while variables representing the political or cultural view are added to the relation. 



<Insert Table 6 and Table 7>

The previous regressions are estimated by a multi-level technique, which is not used that often in economics.  In economics a two-step procedure is better known. The first step consits of a regression in which the dependent variable is explained by firm level data, industry dummies and country dummies. The coefficients of the country dummies reflect the country specific effects on ownership concentration. In the second step the vector of these coefficients acts as the dependent variable and country-level variables are the explanatory variables. This procedure is applied for the two dependent variables we considered before, namely the dummy variables which equals 1 if the firm has a dominant owner and zero if no owner is dominant, and the share of the most important owner in the firm. The results are similar (see Table 6 and Table 7).  Uncertainty Avoidance is the only significant cultural dimension. In many regressions the votes for left parties is significant, indicating that the political view can be relevant too. The index of anti-directors rights is always and private enforcement almost always significant. Including variables of different views in one regression reveals that the legal view dominates the other two. In particular, the index of anti-directors’ rights appears to be relevant. Hence, the two-step procedure confirms the results obtained by multilevel regressions.   
Concluding remarks

This paper has investigated the determining factors of ownership concentration in a unique dataset of 5504 companies in twenty countries. Firm’s size and firm specific risk are the firm-level variables that significantly explain the concentration of ownership. Dispersed ownership is most important among large firms and companies with a relatively high level of firm-specific risk as measured by the firm’s beta.  On the country level three explanations were considered, the legal, the political and the cultural view. For each of these approaches some evidence was found. The legal view dominates in regressions with variables from more than one approach. These results appear to be robust with respect to estimation technique used: multilevel regressions and a two-step procedure.


 Besides of investigating other characteristics of ownership such as the type of the dominant owner, we draw attention to two other issues for future research. Firstly, one could argue that the cultural view points at deeply rooted values which also determine the legal and political characteristics, so that the cultural view refers to another deeper level of the social analysis than the other two approaches do.
 In this case a more appropriate estimation technique would be to use the cultural variables as instruments in the regressions of the political and legal view. Secondly, the empirical part could be extended by variables representing the legal origin as well as considering alternative measure for the political and cultural view. With respect to the cultural view we think of the cultural dimensions developed by Schwarz as well as more recent estimates of Hofstede’s dimensions found in House et al. (2004. Finally a novelty of this paper is its use of multilevel regressions. Essentially in this paper this technique has been used for obtaining unbiased and efficient estimates at the higher (country) level. No explicit relation between the different levels is suggested or tested. In future research we will also formulate and test interactions between the different levels. 
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Table 1 Ownership concentration across countries

	
	Large sample
	Small sample

	
	Number of firms
	Median largest voting block
	Percen

tage of firms with dominant owner
	Number of firms
	Median largest voting block
	Percen-

tage of firms with dominant owner

	
	1
	2
	3
	4
	5
	6

	Australia
	398
	17
	41
	166
	15
	40

	Austria
	32
	50
	81
	17
	32
	76

	Belgium
	55
	45
	84
	23
	46
	83

	Canada
	554
	14
	34
	364
	14
	34

	Denmark
	61
	28
	67
	48
	28
	67

	Finland
	77
	22
	57
	60
	19
	55

	France
	373
	46
	81
	225
	42
	76

	Germany
	300
	37
	74
	202
	32
	69

	Ireland
	38
	12
	26
	31
	10
	26

	Israel
	80
	31
	66
	28
	40
	71

	Italy
	144
	54
	88
	103
	53
	88

	Japan
	868
	15
	38
	317
	10
	30

	Netherlands
	104
	13
	36
	73
	11
	34

	New Zealand
	50
	25
	58
	32
	27
	66

	Norway
	79
	26
	59
	57
	21
	56

	Spain
	83
	22
	53
	57
	16
	46

	Sweden
	149
	26
	66
	97
	27
	67

	Switzerland
	126
	23
	56
	83
	22
	52

	United Kingdom
	789
	14
	30


	600
	14
	28

	United States
	1152
	13
	28
	1014
	13
	26

	Sample
	5504
	17
	44
	3597
	15
	40


Table 2 Names and sources of explanatory variables

	Firm 
	

	Size
	Value of market capitalization in 2004

	Firm specific risk 
	a.   Firm’s beta (in 2004) 
b.  Volatility of its yearly earning before debt, interest and taxes, scaled by the value of assets, in 2000-2004

	Intensity of R&D
	

	Indebtness
	Debt to assets ratio, averaged for 2000-2004

	Need for external finance 
	a. Capital expenditures to sale

b. Firm’s growth rate averaged from 200-2004

	Intensity of competition 
	Operating profit margins can be used as a measure of intensity of competition

	
	Source: All the firm-level data are from the dataset constructed by the authors. See Section 3. 

	Country  
	

	Legal variables

	Antidirector rights is an index reflecting the rights of outside shareholders (it is higher when shareholders are allowed cast a vote by mail, do not have to deposit their shares for several days before and after the general meeting, the minimum percentage of share capital that entitles a shareholder to call an extraordinary shareholders' meeting is lower, cumulative voting for directors allowed, and there are legal mechanisms which can be used by minority shareholders against a perceived oppression by directors. Source: La Porta et al (1998). 

Private enforcement is the average of (1) disclosure index, which reflects the legal requirements for information disclosure about a firm which makes an initial public offering (issuing a prospectus, disclosure of compensation of directors and officers, of ownership structure, of inside ownership, of irregular contracts, and of transactions between the issuer and its insiders) and (2) burden of proof index, reflecting the procedural difficulty in recovering losses due to misleading statements in the prospectus in a civil liability case against director, distributor of shares, or accountant of the issuer. Source: La Porta et al. (2003). 

Public enforcement is an index reflecting the position and rights of the government authority supervising securities markets (terms of it’s appointment and tenure, rights to issue regulations, investigative powers, powers to order the issuer, distributor and accountant to stop certain activities or undertake certain activities, and possibility to make directors, distributors or accountants criminally liable for omission of material information from prospectus). Source: La Porta et al. (2003). 

Legal justification is a measure of legal justification required in making judicial decisions. It is higher when a complaint to courts must include references to laws, legal reasoning etc.; the judgment must expressly state the articles of law or case law on which it is based; the judgment must be on law only (and cannot be based on general equity grounds). Source: Beck et al. (2003a).

Rule of law is the measure of the quality of ‘legal system and property rights’ from the data reported by the Fraeser Institute as components of the ‘Index of economic freedom’ for 2000.



	Political
	Votes for left parties is the vote for left parties in national elections as a percentage of total vote, averaged for 1977-1999 with as weights the length of the period to the next elections held (or to 1999 for the last elections), divided by the total length of the period 1977-1999. This weighting is intuitive and usual in political science. 1977 is chosen because the first democratic elections in Spain were held in that year. Source: The dataset ‘Political strength of political parties by ideological group in capitalist democracies’, constructed by Duane Swank and available at http://www.marquette.edu/polisci/Swank.htm, except for Israel, where the figure was constructed using the same methodology from the data available at the website of Israeli Knesset:
 http://www.knesset.gov.il/description/eng/eng_mimshal_res.htm


	Cultural 
	Uncertainty avoidance measures the extent to which people in a society feel threatened by uncertainty and ambiguity.  Source Hofstede (2001).
Power Distance measures to which extent the society accepts that power within its organizations and within the society as a whole is distributed unequally. Source: Hofstede (2001). 
Masculinity versus Femininity measures the relative importance in a society of achievement and success versus caring for others and quality of life. Source: Hofstede (2001).  
Individualism/Collectivism reflects whether in a society people look after themselves and their immediate family or belong to in-groups which look after them in exchange for loyalty. Source: Hofstede (2001).


Table 3 Determinants of ownership concentration

Firm-level data only 
	
	Logit
	Regression with the percentage of shares controlled by the largest shareholder

	Market capitalization
	-0.162***
(0.028)
	-1.479***
(0.202)

	Operating profit margin
	-0.002
(0.031)
	0.279

(0.217)

	Sales growth
	0.000
(0.001)
	0.010

(0.007)

	Debt to assets
	0.001
(0.003)
	-0.001

(0.019)

	Capital expenditures to sales
	-0.003
(0.003)
	-0.027

(0.018)

	Firm’s beta
	-0.562***
(0.106)
	-4.363***
(0.546)


Figures in parentheses are standard errors, and *** indicates that the coefficient is significant at the 1 per cert level. The regression is based on the set with 3779 firms. 
Table 4  Determinants of ownership concentration

Firm-level and country-level data 


A: Logit
	Antidirector rights
	-0.422***
(0.091)
	
	

	Private enforcement
	-2.151***
(0.626)
	
	

	Public enforcement
	1.234***
(0.522)
	
	

	Rule of law
	-0.597***
(0.188)
	
	

	Legal justification
	-0.601*
(0.449)
	
	

	Votes for left parties
	
	0.036***

(0.003)
	

	Uncertainty Avoidance
	
	
	3.189***

(0.774)

	Masculinity
	
	
	-1.675***
(0.253)

	Power Distance
	
	
	-1.493*
(0.924)

	Individualism
	
	
	1.048**
(0.610)

	Maximum likelihood
	
	
	




B. The percentage of shares controlled by the largest shareholder
	Anti-director rights
	-6.049***
(0.459)
	
	
	
	-7.533***
(0.677)
	-5.618***
(0.494)

	Private enforcement
	-11.352***
(2.938)
	
	
	
	-5.210

(3.707)
	-21.308***
(5.162)

	Public enforcement
	20.347***
(1.454)
	
	
	
	29.925***
(3.556)
	20.272***
(1.453)

	Rule of law
	-7.282***
(0.854)
	
	
	
	-6.668***
(1.367)
	-7.791***
(0.881)

	Legal justification
	-4.850**
(2.077)
	
	
	
	-0.721

(2.618)
	-6.880***
(2.249)

	Votes for left parties
	
	0.223***
(0.018)
	
	0.190***
(0.021)
	
	-0.094**
(0.040)

	Uncertainty Avoidance
	
	
	57.408***
(5.454)
	57.180***
(5.401)
	-24.248**
(8.902)
	

	Masculinity
	
	
	-24.318***
(1.880)
	-18.601***
(1.983)
	6.709**
(2.838)
	

	Power Distance
	
	
	-28.485***
(6.699)
	-26.266***
(0.639)
	12.455

(9.294)
	

	Individualism
	
	
	30.225***
(4.652)
	44.740***
(4.923)
	-33.596***
(10.634)
	

	Maximum likelihood
	30904
	31054
	30546
	30835
	30536
	30541


All estimations include all the variables listed in Table 3 (coefficients not shown). Figures in parentheses are standard errors, and *** indicates that the coefficient is significant at the 1 per cert level. The regressions are based on the set with 3779 firms. 



Table 5 Shares of the largest shareholder: 
large sample 
	Market capitalization
	-1.675***
(0.160)
	-1.684***
(0.161)
	-1.706***
(0.161)
	-1.684***
(0.161)
	-1.670***
(0.160)
	-1.683***
(0.160)

	
	
	
	
	
	
	

	Anti-director rights
	-4.759***
(0.578)
	
	
	
	-5.872***
(0.776)
	-4.569***
(0.579)

	Private enforcement
	-15.495***
(4.399)
	
	
	
	-13.019**
(4.757)
	-22.063***
(5.865)

	Public enforcement
	16.339***
(2.074)
	
	
	
	24.485***
(3.825)
	16.775***
(2.034)

	Rule of law
	-5.788***
(1.033)
	
	
	
	-4.933***
(1.412)
	-6.081***
(1.025)

	Legal justification
	0.573

(2.616)
	
	
	
	0.566

(2.897)
	-0.304

(2.613)

	Votes for left parties
	
	0.339***
(0.058)
	
	0.252***
(0.063)
	
	-0.087

(0.052)

	Uncertainty Avoidance
	
	
	50.120***
(7.514)
	43.069***
(7.440)
	-9.780

(8.009)
	

	Masculinity
	
	
	-13.520***
(3.599)
	-6.518

(3.896)
	5.118

(3.057)
	

	Power Distance
	
	
	-24.865***
(7.977)
	-18.776**
 (7.817)
	2.910

(6.538)
	

	Individualism
	
	
	21.051**
(8.745)
	26.569***
(8.484)
	-24.784**
(10.865)
	

	Maximum likelihood
	47973
	48105
	48089
	48064
	47966
	47961


Table 6 Results of regressions of dummy coefficients: 
large sample, presence of a dominant shareholder
	Anti-director rights
	
	
	
	-4.480***
(1.040)
	-4.466***
(1.000)
	-5.301***
(0.841)
	
	
	

	Private enforcement
	
	
	
	-23.464**
(-2.45)
	-24.227***
(8.831)
	
	-34.972***
(5.81)
	
	

	Public enforcement
	
	
	
	17.705***
(3.94)
	17.766***
(4.449)
	
	
	-6.021

(9.22)
	

	Rule of law
	
	
	
	-3.845**
(1.720)
	-3.993

(1.321)
	
	
	
	-6.306*
(3.306)

	Legal justification
	
	
	
	0.760

(5.382)
	
	
	
	
	

	Votes for left parties
	
	
	0.331***
(0.103)
	
	
	
	
	
	

	Uncertainty Avoidance
	0.458**
(0.166)
	0.240*
(0.115)
	
	
	
	
	
	
	

	Masculinity
	-0.093

(0.970)
	
	
	
	
	
	
	
	

	Power Distance
	-0.255

(0.188)
	
	
	
	
	
	
	
	

	Individualism
	0.211

(0.245)
	
	
	
	
	
	
	
	

	Intercept
	12.894

(21.128)
	26.666

(6.573)3
	28.708

(3.669)
	94.170

(18.289)3
	96.283

(8.95)
	57.061

(3.40)
	61.521

(3.80)
	43.584

(4.99)
	96.830***
(29.736)

	Adjusted R2
	0.18
	0.21
	0.13
	0.79
	0.81
	0.54
	0.47
	-0.03
	0.12


The dependent variable is the vector of country dummy coefficients obtained in the logit estimations on firm-level data, with the dependent variable equal to 1 if the firm has a dominant owner and 0 otherwise, and market capitalization, industry dummies and country dummies as independent variables. The number of observations is 20. Robust standard errors are in parentheses.

Table 6 (cont.)
	Anti-director rights
	
	-4.380***
(1.217)
	-4.618***
(1.078)
	-4.344***
(1.177)
	-4.953***
(0.875)

	Private enforcement
	
	-24.663*
(-1.97)
	
	-24.156***
(8.908)
	

	Public enforcement
	
	17.593***
(4.465)
	
	17.783***
(3.92)
	

	Rule of law
	
	-4.232**
(1.651)
	
	-3.213

(2.557)
	

	Legal justification
	
	
	
	
	

	Votes for left parties
	0.290***
(0.093)
	-0.007

(0.130)
	
	
	0.141

(0.111)

	Uncertainty Avoidance
	0.247**
(0.116)
	
	0.130

(0.086)
	0.035

(0.099)
	

	Masculinity
	
	
	
	
	

	Power Distance
	
	
	
	
	

	Individualism
	
	
	
	
	

	Intercept
	15.947***
(5.394)
	98.819***
(18.054)
	47.257***
(7.158)
	86.883***
(28.035)
	50.583***
(8.90)

	Adjusted R2
	0.35
	0.80
	0.58
	0.80
	0.55


Table 7 Results of regressions of dummy coefficients: 
large sample, share of the largest shareholder

	Antidirector rights
	
	
	
	-0.389***
(0.095)
	-0.395***
(0.094)
	
	-0.406***
(0.094)
	-0.385***
(0.103)

	Private enforcement
	
	
	
	-2.357***
(0.703)
	-2.023***
(0.684)
	
	-2.030***
(0.685)
	-1.586

(0.991)

	Public enforcement
	
	
	
	1.231***
(0.387)
	1.205***
(0.369)
	
	1.203***
(0.392)
	1.097**
(0.387)

	Rule of law
	
	
	
	-0.454**
(0.148)
	-0.390***
(0.119)
	
	-0.464**
(0.210)
	-0.445**
(0.155)

	Legal justification
	
	
	
	-0.332

(0.440)
	
	
	
	

	Votes for left parties
	
	
	0.036***
(0.007)
	
	
	0.033***
(0.008)
	
	0.010

(0.011)

	Uncertainty Avoidance
	0.037**
(0.016)
	0.020*
(0.011)
	
	
	
	0.020*
(0.010)
	-0.003

(0.008)
	

	Masculinity
	-0.013

(0.009)
	
	
	
	
	
	
	

	Power Distance
	-0.017

(0.016)
	
	
	
	
	
	
	

	Individualism
	0.012

(0.022)
	
	
	
	
	
	
	

	Intercept
	0.014

(2.01)
	0.564

(0.657)
	0.418

(0.290)
	7.997***
(1.595)
	7.072***
(1.004)
	-0.621

(0.458)
	7.963***
(2.314)
	6.977***
(1.645)

	Adjusted R2
	0.16
	0.18
	0.23
	0.81
	0.81
	0.40
	0.80
	0.81


The dependent variable is the vector of country dummy coefficients obtained in the regressions on firm-level data, with as the dependent variable the share of voting rights held by the largest shareholder, and as explanatory variables market capitalization, industry dummies and country dummies. Number of observations is 20. Robust standard errors are presented   in parentheses.

� See Demsetz and Lehn (1985) for a discussion of relative advantages and disadvantages of each of  these two measures.


� Rajan and Zingales (2003) also argue in favour of political factors in determining financial systems and ownership structures. In their view the reactions by politicians on the consequences of the Great Depression have shaped the different financial systems. 


� See Hofstede (1980 and 2001). Other dimensions are those developed by Schwartz (see Licht et al, 2005) for a description. Stulz and Williamson (2003) use dominant religion and common language as proxies for culture. These proxies, however, do not provide information about attitudes. 


� Additional sources of information include: for Belgium, France, the Netherlands and Portugal, Euronext (� HYPERLINK "http://www.euronext.com" ��www.euronext.com�); for Germany, � HYPERLINK "http://ir-service.onvista.de" ��http://ir-service.onvista.de�; for Italy, the website of the securities markets authority (� HYPERLINK "http://www.consob.it" ��www.consob.it�). For Canadian and US firms, additional information was collected from annual reports and proxy statements available on websites of securities markets authorities (� HYPERLINK "http://www.sedar.com" ��www.sedar.com� and � HYPERLINK "http://www.sec.gov" ��www.sec.gov�). 


� Hox (2002 for an introduction to multilevel analysis .  


�  In Williamson’s scheme culture corresponds with the most fundamental level he distinguishes: embeddeddness  (Williamson, 2000). 
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