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Using cross-sectional data for board establishment raises the potential critique,

that some of the omitted or variables may be correlated with the residual implying

that there is a potential for biased results. I can partly check for this by exploiting

that I in addition to the 1999 data also have data from 1996 for a large subset of

my ¯rm sample.

Table 5 shows changes in size and number of owners for four group of ¯rms

with some ownership information: ¯rms that did not have a board in either 1996

nor 1999; ¯rms that decided to establish a board during the four years; ¯rms that

decided to remove an existing board; and, ¯rms that had a board in both periods.

It is worth remarking that there is an alternative for ¯rms without a board in 1996

that decide to establish a board, namely to change the status of the ¯rm from

\anpartsselskab" to \aktieselskab" which is the standard stock corporation and

for these type of ¯rms boards are required by law. Similarly, a \aktieselskab" may

have chosen to become \anpartsselskab" because it wants to remove its board.

These two groups of ¯rms fall out of my sample, but I can still track them in my

grand dataset, since this contains all ¯rms in Denmark. In Panel A I have added

these ¯rms to the sample, whereas Panel B presents analysis for ¯rms which are

\anpartselskaber" in both years.

The two panels of Table 5 provide the same picture: Firms that decided to

establish a board between 1996 and 1999 grew more than ¯rms that had no change

in board statue. Firms that decided to remove a board, on the contrary, did in

average experience a reduction in size.
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All four groups of ¯rms experienced a reduction in the average number of

owners. However, the average reduction was highest for the ¯rms that removed

a board and lowest for the ¯rms that decided to establish a board.

Having two observations for each ¯rm allows me to run a conditional logit

regression (Green (2000) pp. 862-65) in which all ¯rm speci¯c characteristics are

left out. Thus, if there is any ¯rm speci¯c noise that I was not able to capture

above this is left out in the following.

The result of such an conditional logit model is presented for eight di®erent

models in Table 6. Notice that the conditional logit procedure leaves out all

¯rms in which there has been no change in board status, thus in the large data

set of all ¯rms with some ownership information (Model 1) there are only 302*2

observations back in this sample. This number reduces to 136*2 in the sample

with ultimate ownership information (Model 2). If I in addition requires sales

information (Model 5 to 8) the numbers reduces further to 69*2 respective 50*2.

The number of owners (now measured as the actual number of owners) is

positively correlated with board establishment in all eight models. In the samples

with more than 100 ¯rms (Model 1 through 4) this e®ect is signi¯cant on a 1 pct.

level.

Size is also positively correlated with board establishment and this e®ect is

signi¯cant in all eight models.

I use two measures of the relationship between management and the owners.

The ¯rst is if the CEO is an owner or not, while the second is the actual ownership

stake of the CEO. The CEO insider e®ect is negatively correlated with board

establishment in the ¯rst two models and this e®ect is signi¯cant for the ultimate

sample. In Model 5 and 6 the sign is reversed, however, the e®ect is highly

insigni¯cant.

The size of the CEO's ownership stake is negatively correlated to board es-

tablishment frequency for all four relevant models. This e®ect is signi¯cant at a
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1 pct. level in the two models using the ultimate ownership sample.

To sum up, I believe the analysis has con¯rmed the insight from the cross

sectional analysis above: board frequency is positively correlated to the number

of owners and size and negatively correlated with the size of the CEO's owner-

ship stake. Unfortunately, none of the 302 ¯rms that changed board during these

four years also experienced a change in control dilution, implying that I can-

not meaningfully add control dilution to the list of variables in this ¯xed e®ect

analysis.

� ������
�
�� ��
���	��

I now proceed to provide supplemental evidence for the distributive motive by

analyzing the composition of the boards. The motivation for this adjunct anal-

ysis is that even though the evidence presented above, that board frequency is

positively correlated with number of owners and control dilution, is consistent

with the distributive motive, it may not be completely inconsistent with the gov-

ernance motive. In particular; having more owners, often implies that the largest

owner is smaller and thus has less incentive to monitor the management. Hence,

it is possible to argue that a higher board frequency in this case is also consis-

tent with the governance motive. A similar argument exists with respect to the

control dilution e®ect: having diluted control implies that the largest owner is

relatively small, which reduces the largest owner's incentive to monitor the man-

agement. I argue that the additional evidence in the present subsection support

the distributive motive and cannot be explained by the governance motive.

In general board members are either owners, employees (inclusive managers)

in the ¯rm or outside representatives which I for simplicity will call \experts".

Consider two ¯rms which have chosen to establish boards, but where one ¯rm

has an owner manager and the other ¯rm has an outsider manager. Who should

be on the boards of these ¯rms?
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The distributive motive predicts that there should be more owners on the

board when the ¯rm is managed by an owner. If non-controlling owners are afraid

of being oppressed by the controlling owner and being on the board increases

the non-controlling owners' resistance to being exploited, then there should be

a tendency towards having a larger share of the non-controlling owners on the

board when the controlling owner is a manager in the ¯rm, relative to ¯rms with

outsider managers.

According to the governance motive, there is less or the same reason to have

owners on the board, when the manager is an owner herself, since her incentives

are more aligned with the group of owners. With an owner manager it may,

therefore, be more bene¯cial to improve the advising role of the board by including

more outside experts and reduce the monitoring role by reducing the number of

owners on the board. Thus, the governance motive predicts a smaller share of

non-controlling owners being board members when the controlling owner is a

manager, relative to when the manager is an outsider.

In table 7, I split the sample according to if the CEO is an owner or not. I

provide three measures of board composition: ¯rst, if there exists at least one

non-CEO board member who is also an owner; second, the frequency of having

all non-CEO owners on the board; and third, the share of all non-CEO owners

who in addition are board members. Since this exercise requires multiple owners,

I restrict my sample to the ¯rms with ultimate ownership information and more

than two owners in panel a) and three or more owners in panel b).

In both panels, there is a clear tendency of having more owners among the

board members when the ¯rm is managed by an owner. This holds for all three

composition measures and both panels. If the ¯rm has an insider owner there

is clearly a higher frequency of having one additional non-CEO owner among

the board members, a higher frequency of having all non-CEO owners on the

board and a higher average share of the non-CEO owners who are also board
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members. All these e®ects are signi¯cant at the 1 pct. level using a �� 
�� )	


���� ��$
�
��
 �
�

� 	
 �� ���
�� �� 	
 	��	
� ����� ��
��
��� �� ���
� �0

�
%
���� 	� �� �
�
��� ���� ��	 �� ���
�� 	��
 � ���
� ����� ��
��
���

	�� ���� ��	 ���
 ���
���

)���
 . ��
�
�� 	
 �
��
����� �
���� ��� � �
�
��� �������� �� 	
 ����������


���
��
� � 
����
 	
 
$
� �� 	����� �� �����
� �� +1D �� �� �
����
� ��

����� ����������( 	
 ��"
��	��� �� 	����� ��
 ���!+1D ���
� �� 	
 �����

��� 	
 ���� �� ���!+1D ����� �
��
��� )� �
����
 �� 	
 +1D �� �� ���
� �

��	 ��
 � ����� ��� +1D ���
��	�� ��� 	
 ����� ���
��	�� ��"
 ���
� ��

	
 +1D�

� ������ ��� ��8
 ����� 
�	
� ���
� �� ���
� ��� ��� �
�
���
 ����� 	
 ���� ��


���� � ���
�� @��
� ; �	��� 	
 �
���� ��� ��� ���� ��	 �����
 ���
��	��

��� �� �� ���
 ���
��� #��� 7��
� , � ����
 	� 	����� �� ���
� +1D

����
��
� 	
 ��"
��	��� �� 	����� � �
�� ��
 �	
� ���!+1D ���
� �� 	
 ������

)	�� 
$
� �� ��������� � � , ��� �
�
�� �� �������� 7��
� � �	��� 	� 	


��"
��	��� �� 	����� � �
�� ��
 ���!+1D �� 	
 ����� ����
��
� �� 	
 ��8
 �� 	


+1D� ���
��	�� ��"
� )	�� �� ��
���� ������
� ��	 	
 ���������
 ����
(

	
 ���
 ���
���� 	
 ���������� ���
� �� 	
 ���
 ������� � ���� �
 ��� 	


���!���������� ���
�� � �
 ��
�
� �� 	
 ������

)	
 �
��� �� ������
� �� 7��
� � ��� G� �	��	 ��
� 	
 ���� �� ���!+1D

���
�� �� 	
 ������ � �� ����
����� �� 	
 ��
�
��
 �� �� ���
� +1D ��� 	��


$
� �� ��������� �� � , ��� �
�
�� �� 7��
� G� 	
 ��8
 �� 	
 +1DB� ���
��	��

��"
 �� ����� ������
�� ����
��
� � 	
 ���� �� ���!+1DB� �� 	
 ������ ��

	
 
$
� �� �� ��������� ��� ���
�

<���� 	
 ���	 �����
� =;&1= �����
 �� 7��
� G � . ������� 	
 �����	

����
� 3����� �� ���
� +1D ����
��
� 	
 ��"
��	��� �� 	����� � ���!+1D ���
�

�� 	
 ����� ��� ����
��
� 	
 ���� �� ���!+1DB� �� 	
 ������ 3��
�
�� ����

	
 ����
� 
$
� �� ��� ��������� � � , ��� �
�
�� )	
 ����� ���
��	�� ��"


,-



�� ���� ������
�� ����
��
� � 	
 ��"
��	��� �� 	����� � ���!+1D �� 	
 �����

��� � 	
 ����B� �� ���!+1D� �� 	
 ������ �� 	
 
$
�� ��
 �� ����������

@��
� � �� )���
 . ��
�
�� 	
 �������� ��� 	
 �����
� �����
 �� ���� ��	

�����
 ���
��	�� ��� 	�

 �� ���
 ���
��� )	
 �
���� ������� 	
 �����	

���� 	
 �������� ����
� )	
 
$
� �� 	����� � +1D ���
� �� ������
 �� ��	

�
����
� �� 	����� ���
�� �� 	
 ����� ��� 	
�
 
$
�� ��
 ��������� �� ���

�
��
������� )	
 ����� ��8
 �� 	
 +1D ���
��	�� �� ���� ������
�� ����
��
�

��	 ��	 ���������� �
����
�� 
�
� 	���	 	
 
$
�� ��
 �� ��������� �� �

,� ��� �
�
��

)� ��� �� � �
��
�
 	
 ��
�
�
� ���������� 
���
��
 ������
 ��
�� ������

��� 	
 ���������
 ���
 �� ������� ����� �
��
�
����
� ��
 �	��
� �� �
��
!

�
����
 ��� 	
 ���������� ���
��� A��!���������� ���
�� ��
 ����
��
� ����

	
 ���
� �� 	
 ���������� ���
�*�0 ��� �� 	
 ���������� ���
�� ��
 ���
�����

	
 ���!���������� ���
�� 	��
 ����
� ���
���
 � �

" ��%�
��
 �� �������


��
�� 	����	 �
��� �� 	
 ������

� �� ����� 
������ ��������	��

�� 	
 ��
����� �
����� � 	��
 ���
����
� 	
 ����
� 	� � ����� �� ���
��

	��
 �	
� 	
� �
���
 � 
������	 � �������
 ������ �� 	
 ��
�
� �
���� �

���" � 	
 ���������� 	� ������ �
���
� � 	
 ���������� �� �����8��� ��

������ ��
�
 ����
� ;� �
����
� �� 	
 ����������� 	
 
6����� 
��������

��
����
 	�� �����
� �� 	
 ����
���� �
�

� 	
 ���������� �� � ������

�� ��������� 	
 ��������� �� �����
�� � �����
��� ��� �
��������
� )� ��

"����
��
� 	�� �� 	
 ��� 
�������� �������� �� 	
 ���
 ������
��� ��
����(

�� ���� ��	 ������ �
����� ��$
�
��� ���� ���� ��	�� �������

4	� �� 	
 
6�
�
� ����
���� �
�

� ����� 
������	�
� ��� �
����!

����
' )� ���
 
6
� � ��� �
�
�� �� �	��	 ����
 	
 ���
�� 	�� �	
�

	
 ����� ��� 
������	
�� �� 	
 ����� ��� 
������	
� � 	��
 ��� ������ 	


��



�����
�
� ��� �
�
��� 	
 ��
���� ���
��� ����� �� 	
 ���������� � �� 
6!

�
�
� 	� � ����� �������
� ������
�� � � ���B� �
��������
� �� ��� 	
�


�� ���
 �
���� ��� ��
����� �������
 �
�����
� �� 	����� 	�� ����� ���������

3��
�
�� 	�� �����
� ��
� �� ����� 	� � �	���� ���
��
 � ������
 
$
�

�� ������ �� �
��������
 �� � �����!�
������ ����
� �� � �� �
��
�
� 	� 
��	

��� 	�� ���
 �� ������ �	���
 �� ����� 
������	�
� ��������� � 	
 ���
�!

����
 ����
� 	
�
 �	���� �
 �� ��������� �
������	�� � ���� #���� ��	��

������ 	��
 �������
� 	� 	
 ����
��
 �� �
��������
 ��
� �� ���
� 	
 ���!

����
 �
�����
� 	� � ����� ������
� ��� ���� ��	 ������ 	��
 ���
 � 	


������
 ����������� )	��� �� 
���������� 	
�
 �	���� �
 �� ������
 
$
� ��

�����!�
������ ����

�� 	
 ����� ������ �� �� ���������
 �
���
 ��� 	
 ���
�� � �� �� ��
��

� ������ �	� 	
 �
������	�� �
�

� �
��������
 ��� ����� 
������	�
� ��


6�
�
� � �
� �� 	
 ���
� �� � ������ ������ �� ������
� � � +1D ���

��
������� � 	
 ����
� ���
� �� 	
� ��
 ��$
�
�� � �� ����
�����
 	� 	
�

��
 ���
 � ��	�
�
 ���
 �
�
�� ���� 	
 ���������� 	�� 	
� ����� 	��
 �

�

���
 � �� 	
 ��
�
��
 �� � ����� ��� 	�� ����� ����� 	� 	
 �
� �� 	
 ���
��

��
 ����
 �$� 3��
�
�� 	�� ��� �� ��� �� �$
� �
��������
� �
�
�����

�� 	
 �
�	������ 	����	 �	��	 	
 ���������� ���
� ���N�� +1D ��	�
�


	
�� ����� )	
 �
�	������ ��� ������
 ��������� ���
��
� ������
� 	�

����
��
 	
�� �����
 �
�
� �� � ��� ������
 �	
� "��� �� H���
����I ������
�

���	 �� �����
� ������� ��	 ����������� ���
� �� 	
 ���������� ���
�*�0� ��

���	 ���
� 
������	�
� �� � ����� �	���� ����
��
 	
 �
��������
 �� 	
 ���

	����	 ������� 	
�
 ������
�� D� 	
 �	
� 	���� 	
 �
�	������ ��� ������


���
 ������������ ������
� ���	 �� ������ �� 	
 ������� �� 	��	
� ������
� ��

�����
� � 	
 ���������� ���
� ��� 	
 +1D� �� 	�� ���
 	
�
 �� �� �
���� �


6�
� 	� 	
 ���������� �� � ����� ����
��
� ��
����� �
��������
� #�������

� ��� ���� �
 	� ������ 
������	
� ���� �
����
 �� 	
 ���������
 ����
 ���

�,



�
��
��
 ��� ����
( ������ ����
��
 	
 �
�
� �� ��������� �� 	
 �����
�
�

���� �� ����
�
� �� ���	��� ������ *,--:0� 	�� ��� �
��
��
 	
 ���
���
�

�� 	
 +1D �� � ������� �	
�
 ��� �� �	� ����
� � +1D �� 	
 ���������� ��

�������� ���E
�� 	� ������
 	
� ��	 �����
 �
�
��K ��� � ��� ������ �


	� 	
 ���������� �� � ����� ��"
� 	
 �
������ ����
��
� ���
 ����
����


��� ����� �� 	
�
 ���
� 	
 ���
�� ��
 ������� � ����� 	
 ��
���� ��� �������
�

��	 	
 ���������� �� 	
 ����� � �
 ���
 	� 	
� ��
 �� 
6����
� �� �	
�

���
�� �� �����
�
��

=���
 	
 
6�
�
� 
$
� �
�
��� �� �� ���� ��
 �� 
���������� �� ��!��!


����������� 	
 �
����
 ��������
 �� 	
 �� ����
� ��� 	
 ���� �� 	
 ���!

������
 ����
B� 
$
� �� �
��������
� 	
 �
������	�� �
�

� ������ ���

�
��������
 ��� 
�
������ �
 �� 
�������� ��
�����

)���
 - �
���� 	
 �
������	�� �
�

� �
��������
 ��� ����� 
������	�
�

�� �� ���� )	
 �	���
 �� �
��������
 ��� 
6�������� �������
� �� ���������

�
����
� �� �	� 	
�
 ����� ����
�� 	
�� ����������� �� ������	 �� 	
�� �
����

��
�
��� ;�� ���� ������	 ��
 �6 ���� ��� -2 ��� ������	 ��
����� �����

�� �
�
���� ��
����� ���� �� � �

� �
��������
 �
����
 	�� ��
 �6 ���� ���

�� �
�����( #���� 	
 ��
� ������
 �������� ������
� ��� �	
� ���!��
�������

������
�� =
����� ��
 �6 ���� ����� 	
 ����� �� �	� 	
 ��� 	�� � ��� ��

�6� �� 	
�
 ����� ����� �����
�� ��� ���
�� 	��
 � ��������� �����
��� ��

�
������ 	�� ���	 �6 � ��� �	���� ��� �� � ���
� �
��� )	��� ��
 �6 ����

��� � � ����
 
6
� �
%
� �6 ������
����� ��	
� 	�� 	
 ����� �
��������


�� 	
 ����

� �����8
 ���� ��$
�
� ���
��� �	��	 ��$
� �� �����
 ��8
 ��� ����������

�
����
�
�� � ����� �� ��$
�
� ���� �� 
������� 
��	 ���
�� #���� � ��


�����
 D&= �
��
����� ���� �
����� � ����� � 3
�"��� ����
���� �
	��� �	
�


	
 �
��
� ��� �� 	
 �
������ � 
������	 � ����� �� ���

�� 	
 ��� ���
� *7��
� *�00 � �� �� ��
 ���
� ����������� 	�� � �� ���


��



� �����8
 ����� ��� ���� �� �� �����
 ����� 	
 ���� �� ��
!�6 ���� � ���
�

�� 	
 
����
���� �������
� � ������ ��� 	
 �
��

 �� �
�
���
 	����	 	
 ����

�� 
���� � ���
� ��� � ������ ��� ��8
 	����	 	
 ������	� �� ���
��

7��
� *�0 � *�0 ��
 ���
� ��� ��� 	�� ���� 	
 ����
� �� ���� ������������

)	
� ��� 	��
 ��
����� ���� � ���
� �� 	
 
����
���� �������
 ��� ������

��� 	
 �
��

 �� �
�
���
 �� �� 7��
� *�0� 3��
�
�� �� 	
�
 ���
�� � ������

��� ��8
 ����� 	
 ������	� � , � 
��
� 7��
� *�0 
�� �� ��� ���� ��	

���
� ����������� �	
�
�� 7��
� *�0 �
����
� �� ������� 	� � 	��
 �����


���
��	�� ���������� ��� 7��
� *�0 �
����
� �����
 ���
��	�� ��� ����
�

���� *�
����
� �� ���
� ��
�
� 	�� , ����� C>50�

)	
 
$
� �� ����� 
������	�
� �� �� �
�
��� �
����
 �� ����������� �	
�

� ��
 D&=� D��� �� 7��
� *�0 �� 	
 �D;5C �������
 ������
 ��� �� �������

��������� �� � ,� ��� �
�
�� �� 	
 �
� �� 	
 ���
��� 	
 ����� �������
 ��

�
����
 ��� ��� ���� �
��� ����������

)	
 �����
 ����� ���� 	
 D&= �
��
������ ��
� �� �	���
 �����������

�	
� � ����� 	
 �����
 3
�"��� ����
���� �
	��� )	
 H�
��
� ��� ��

	
 �������	 *��
� �� 	
 ���� 	��
 ������ �� ��0 �� ���
�
� ����� 	
 �
�
���

�������
� ���� )���
 2 
6������� ������� �����
�� �� ���������� � ��
 7��
�

*,0 �� 	
 ���� ���
� �� 7��
� *�0 ��� 7��
� *�0 �� 	
 ���� ���
� �� 7��
�

*�0 � *�0� )	
 
$
� �� ����� 
������	�
� �� �
���
� �� 	
 ��
J��
� � 	


���
��
 7���� 5��� *�

 9�	���� ��� C�A���� *,--:0 ��� GG:OGG-0� �� 7��
� *�0

� ���
��
 �� ������
 
$
� ���� ����� �� �
��������
 ��� 	�� 
$
� �� ���������

�� � 2 ��� �
�
�� �� 7��
� *�0 � *�0 	
 ����� 
$
� �� ��� ���� �
��� ���������

��� ��
���
� �
�

� �
��� ������
 ��� �
����
�

� �� ���	 ������� 	� 	
 
6�������� ���
� ����
� � �� �
�

� 	
 ��
!

�
�
� ���
��� �� 7��
� *�0 	
 �� �� ���
������ 	��	 �	
� � ��
 D&= �� �����

� �� �
�������
 �
�
� �	
� � ��
 	
 3
�"��� +���
���� �
	��� 7��
� *�0

��� *�0 	��
 ��� �� �	��	 �
%
�� 	� �� ���
� �� �� ����� � ���� E�� ��� 	


��



�	��
 �����
 �� ����� 4	
� � �
�
� ����
� ���� 	� ������
 ���
 ����������

*7��
� *�00 �� ����
��
� ������������ �	��	 ��� �
 � ������ �� 	
�
 ���� �
���

���
 ���� ���
�
��

)� ������ 	
 ������
�� �� 	
 �
����� � 	��
 �
��
��
� � ����
� �� ��
�!

����
 ���
� ��
��������� � 	��
 ��
� ���� ��$
�
� �
��������
 �
����
�( 	


���� �� ��
 �6 ���� � ���
�K 	
 ���� �� ��
����� ���� � ���
�K 	
 ����

�� ��
����� ���� � ���
�K ���� 	
 ���� �� ��
����� ���� �� ���	 ��E��
�

���
�� #�� 
��	 �� 	
�
 �
��������
 �
����
� � 	��
 
�
� �� 	
 ���������

�����
�( ��� ���� ��	 ���
��	�� ����������K ���� ��	 �����
 ���
��	�� ��!

��������K ���� ��	 ���
� ����
� 	�� ��
 ����� C>5K ���� ���� ��	 ���
 	��

�� �����
 ���
��� C�
 � ��� ��������� � 	��
 �� �

� ���
 � ��� � 	



6�������� �������
� ��
�
�
� �� )���
 -� �� ��� 	
�
 ��
�����
 �
��
������

	
 ����� �������
 
$
� �� �
��������
 �� �� �
�
��� ������������ )	
 ���� ��

�� ��� �� �� ��� ���
� �
����
�

)� ��� ��� � �������
 	� ������B 
$
� �� �
��������
 �� ����� ����
�� 	
��

����������� �� ������������ � �
��
�
 	
 ���" �� ����� �
������	�� �
�

�

������ ��� �
��������
 ������� 	
 
���������� ��
���
���� �������
� ����
K

����
 ���� �	���
 � 
������	 � ����� �	
� 	
 �
�
�� ��
 ����
� 	�� 	


����� 	
�
 �� �� �
�
��� ���
 �
�������
 
$
� �� ����� 
������	�
� �� 	


�
��������
 �� 	�� �����!�
������ ����
�

� �
�	���
��

)	
 ��
����� ��
����
 �� ������ 	�� �"
� 	
 
6��
��
 ��� 	
 ����� ���
 ��

� ����� �� ���
�� � �����
� 	� ������ ��
 �� ����
 �
����
 �������
 ��� ��

�
�
��� �
����
� � ��� 	
 ������
��� ���
 �� � ����� �� � ���
�� 	
 ��� ��

	����� ��� ��������� 	
 �����
�
� ��� �� �
��� �� 	
 ��
���� ���
���

����
���
� ��� 	
 �����
�
�� )	�� �������	 �� ��
��� � ���� 	
 ������

��8
� ���������� ��� ������8���� �� � ������ �� ��	�� 	�� �������	 � ���

�G



�
 ��J��� � �����8
 	
 ���
 ������
��� ��
���� �� 	
 ���
��B ��
�
� ��


������	��� � ������

� 	��
 ����
�
� 	�� �� ������� � 	
 ���
�����
 ����
� 	
�
 
6��� �

���������
 ����
 ��� ����� 
������	�
�� ���
�� 	� 	
 ���
 �� 	
 ����� ��

� �
���
 ���!���������� ���
�� 	� 	
� ��
 �� 
6����
� �� 	
 ����������

���
��� � ���
����
� 	�� ����
 �� � �����
 �� ������� ����
�� 	
�� �����������

��� �	��	 ����� 
������	�
� �� �������� �� ���� � ��� ��������� 
���
��
 ���

	
 ���������
 ����
 �
��� ������� ��	 �� 
������	��� ��� �� �
������ 	


���������� �� � ������

� �
��
�
 	
�
 ������� ��
 ������� �
����
 � ��� ����
 	
 ����������

���� ������ ����� ������
 �� � ����	�� ��$
�
� �
���
���
� D��
�� �� ��

���� �
�
� ����� �
��
�� � ����
��
 	
 ����
 �� 	
 ���� �� ���� � 	��


	
�� ��� ��
�� ��
�
� �� 	
 ����� ���� � ������ 	� 	
� �
�
��
 	
��

������
� �	��
 �� 	
 ����������B� �
���� #�� ������
� 	�� ��� 
6����� �	�

���� 	
���
 � ����
�
� ������ ��	 ���� �����
�� �� ��	 � ����� ����
�

�� �
��
��� 
�
� �� ���	 ����������� ��
 
6�
�
� � ����
��
 	
 �
��������


�� 	
 ����

+���
�� 	
�� ����������� ��
 �� �
�
��� �
��
�
� � �
 ������8����� ��	

����
� ���
��� ���
����� )	�� ��� �
 ��
 �
���� ��� �	� 	
 ���������


����� ����
 �� ����� �� �� �����
� � �� �� ��
�
���� ��
����� �� 	
 ���!

������
 ����
 �� �� ��������� �� ����
�� ������ ���
� ������������ #��������

9
��
� *,--�0 ���������� �� 
6
���� ��� ��
���� ������ �
�	������ ��� ������

���
� ����� � �� ��"
�� 	� 	
 ���" �� �� ����
 ���"
 ��� �������
 ������ ��

����
�� 	
�� ����������� ����� 	� 	
�
 ��
 ���
 �
�
��
� �� ��
���� ���!

��� �
�	������� )	
 ���
��
 �� 
6
���� ������ �
�	������ ��� 	
�
���
 �


��
 �����
� ��� �	� 	
 ���������
 ����
 ����� �
 ���
 ������
 �� ����
��

	
�� 	�� �� ������ 	
�� ������������ ����
 
6
���� ������ �
�	������ ����

���������� ���
�� ������ � ����
�� ���!���������� ���
���

�2



#��� ��� 9
��
� *,-.�0 �
���
 �� ������
 �����
�� )	
� ����
� 	�

���
�� �� ����
�� 	
�� ����������� 	��
 �����
� ���
���
� � �
 ������
� �� 	


��� �	��	 �����
� 	
 ��
��� �����
� ��
�
� �� ������ ���
� �����������

��	 ����
��
� ���
��	�� ������
� )	
� �������
 	� ������ �� ����
�� 	
��

����������� 	
�
���
� ���
 ��
��
��� ���� ������ �� 
6�
�� 	� ��
 ����
 �

	
 ��!�����
�
� �� 	
 ���� 3��
�
�� 	
�� �����
� �����
� 
���
�� �� 	


��
��� �����
� �
�

� ���
�� ��� �����
�
� ��� �� �� 	
 ������������

���%��� �
�

� ���������� ��� ���!���������� ���
���

���
���� �� ������ ���
� ����������� ��
 �� �
�
��� �

� ���
�
� �� ���

��� �������� ������
 	�� ���
���� �� ����
�� 	
�� ����������� *�

 DBA
��

*,-.:00� ; ���� �
��� ���
���� ����� 	
 ���������� ���
�� ������ � 
6����

	
 ���!���������� ���
��� �	��	 �����
� 	� 	
 ����������
 �� 	
 ���������


����
 ��� ����� 
������	�
� ��� ����� ���������� �� �$
�
� �� 	
 �
��



�� ���
��� ���
����� � ��� 	
�
���
� ��������
 	� ����
��
� ���
��� ���
����

�
��
��
� 	
 �
����
 ��������
 �� 	
 ���������
 ����� ����
� 	�� ��"���

������ ���
 �����
� �� ���
�����
� �	��	 �	���� 	��
 � ������
 
$
� �� ���

����
� )	�� ��
�
���� �
������	�� �� �
� ��� ����
 �
�
���	�

�/



Appendix:  
 
 
 
 
 
 
 
 

List of Variables: 
 
All ApS w. OI    “Anpartsselskaber’’ with at least one stated owner.  
 
ApS w. UOI  “Anpartsselskaber’’ with complete ultimate ownership information. 
 
Assets Book value of assets in mill. DKR. 
 
BoardXX Dummy, 1 iff the firm had a board in year XX. 
 
CD Dummy, 1 iff control is diluted in 1999, i.e. no owner owns 50 pct. or more of the firm. 
 
CEO Insider. Dummy, 1 iff the CEO is an owner of the firm.  
 
CEO share The ownership stake owned by the CEO. 
 
FAGE Firm age in years. 
 
Industry dummies Dummies for 1-digit industry codes. 
 
NO2 Dummy, # of ultimate owners = 2. 
 
NO3+ Dummy, # of ultimate owners ≥ 3. 
 
Sales Sales in mill. DKR. 
 
VAR 5 year variance on sales (1995-1999). 
 



Table 1: Company size and number of owners. 
This table shows the size and number of owners in the grand sample covering all firms with at least some ownership 
information (All ApS, w. OI) and in the sample of firms for which there is ultimate ownership information (ApS w. 
UOI). 
 
Panel A: Company size in 1999 in 1.000 DKR, measured by assets, equity and sales. 
  Assets Equity Sales 
All ApS, w. OI Mean 

Median 
N 

5076 
1665 

23191 

2422 
456 

23191 

6121 
1091 
7232 

ApS w. UOI Mean 
Median 
N 

3833 
1701 

13357 

1897 
465 

13357 

2977 
1839 
2751 

With Board Mean 
Median 
N 

6690 
2629 
1746 

3261 
860 

1746 

4155 
1611 

498 
Without Board Mean 

Median 
N 

3403 
1604 

11611 

1692 
444 

11611 

2721 
1870 
2293 

 
 
 
Panel B: Number of owners in 1999. 

 1 2 3 4 5 6+ Total 
All ApS w. OI N 16390 4903 1196 467 132 103 23191 
ApS w. UOI.  N 11005 1823 372 112 32 13 13.357 
 



 
Table 2: Boards frequency sorted by number of owners and control dilution. 
The top part of the table shows board frequency sorted by number of owners in the grand sample of all firms with some 
ownership information. The middle part shows board frequency sorted by number of ultimate owners in the sample of 
firms with ultimate ownership information. The final part shows board frequency sorted by number of ultimate owners 
and control dilution in the sample of firms with ultimate ownership information and three or more owners. 

 Number of Owners Total 
 1 2 3 4 5 6+  
All ApS w. OI Frequency 0.11 0.26 0.49 0.57 0.60 0.62 0.18 
 N 16390 4903 1196 467 132 103 23191 
 χ2-sig. = 0.00        
ApS w. UOI.  Frequency 0,10 0,21 0,45 0,53 0,47 0,69 0,47 
 N 11005 1823 372 112 32 13 13.357 
 χ2-sig. = 0.00        
ApS w. UOI. & 
control dilution. 

Frequency   0,49 0,55 0,52 0,69 0,51 

ApS w. UOI. & 
one dom. owner. 

Frequency   0,36 0,44 0,20 n.a. 0,37 

 N   372 112 32 13 529 
 χ2-sig. = 0.00        
 
 



 
 
 
Table 3: Board frequency and CEO ownership. 
 
Panel A: Board frequency sorted by the CEO being an owner (insider) or not (outsider) in the sample of all firms with 
ownership information. 

 Number of Owners 
 1 2 3 4 5 6+ 
CEO insider N insider CEO 12720 3677 847 294 90 59 
 N, with board 1336 814 394 156 48 37 
 Frequency 0.11 0.22 0.47 0.53 0.53 0.63 
CEO outsider  N outsider CEO 3670 1226 349 173 42 44 
 N, with board 522 461 198 112 31 27 
 Frequency 0.14 0.38 0.57 0.65 0.74 0.61 
χ2-sig. = 0.00 
 
 
Panel B: Board frequency sorted by the CEO being an owner (insider) or not (outsider) in the sample of firms with 
ultimate ownership information. 

 Number of Owners 
 1 2 3 4 5 6+ 
CEO insider N insider CEO 8775 1526 303 77 22 9 
 N, with board 845 279 137 37 10 7 
 Frequency 0.10 0.18 0.45 0.48 0.45 0.78 
CEO outsider  N outsider CEO 2230 297 69 35 10 4 
 N, with board 275 96 31 22 5 2 
 Frequency 0.12 0.32 0.45 0.63 0.50 0.50 
χ2-sig. = 0.00 
 



Table 4: Logit-tests of Board Establishment. 
This table shows the result of logit regressions for the frequency of board establishment. Model 1, 3 and 5 use the 
sample of all firms with some ownership, whereas Model 2, 4 and 6 use the sample of firms for which there is ultimate 
ownership information for which the control dilution variable is defined. Model 1 and 2 use assets as size measure, 
whereas Model 3 to 6 use sales as size measure. In addition Model 5 and 6 also include the 5-year variance on sales as a 
noise measure. 
 
 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

       
NO=2 0.996 0.835 1.096 0.905 0.390 1.288 
 (0.042) 

(***) 
(0.068) 
(***) 

(0.076) 
(***) 

(0.126) 
(***) 

(0.142) 
(***) 

(0.256) 
(***) 

NO=3+ 2.098 1.610 2.176 1.520 1.148 1.759 
 (0.053) 

(***) 
(0.179) 
(***) 

(0.092) 
(***) 

(0.326) 
(***) 

(0.193) 
(***) 

(0.592) 
(***) 

ASSETS 0.017 0.026     
 (0.001) 

(***) 
(0.003) 
(***) 

    

ASSETS2 -1.01E-05 -4.86E-05     
 (1.12E-06) 

(***) 
(1.02E-05) 

(***) 
    

SALES   0.006 0.031 0.020 0.084 
   (0.001) 

(***) 
(0.006) 
(***) 

(0.022) 
 

(0.035) 
(**) 

SALES2   -3.61E-06 -1.25E-04 -5.54E-04 -0.001 
   (9.60E-07) 

(***) 
(3.35E-05) 

(***) 
(5.60E-04) 

 
(8.9E-04) 

VAR     8.62E-09 4.3E-04 
     (5.41E-09) 

 
(4.2E-04) 

VAR2     -1.10E-17 -2.0E-04 
     (6.59E-18) 

 
(4.1E-04) 

CD  0.616  0.459  0.745 
  (0.204) 

(***) 
 (0.373) 

 
 (0.734) 

CEO -0.516 -0.405 -0.523 -0.483 -0.181 -0.730 
 (0.041) 

(***) 
(0.064) 
(***) 

(0.071) 
(***) 

(0.111) 
(***) 

(0.139) 
 

(0.245) 
(***) 

FAGE 0.016 0.014 0.018 0.015 0.012 0.022 
 (0.002) 

(***) 
(0.002) 
(***) 

(0.003) 
(***) 

(0.004) 
(***) 

(0.006) 
(*) 

(0.009) 
(**) 

C -2.054 -2.437 -2.092 -2.556 -1.676 -2.839 
 (0.088) 

(***) 
(0.151) 
(***) 

(0.168) 
(***) 

(0.317) 
(***) 

(0.430) 
(***) 

(0.659) 
(***) 

Industry dummies YES YES YES YES YES YES 
       
Pseudo-R2 0.114 0.077 0.124 0.073 0.030 0.122 
N 23188 13355 7233 4074 1805 1021 
Note:  (***) = significant at a 1 pct. level, 
 (**)   = significant at a 5 pct. level,  
 (*)     = significant at a 10 pct. level. 
 
 
 



Table 5: Cross-table for changes in board establishment between 1996 and 1999. 
 
Panel A: Cross-table for changes in board establishment. All firms, which were ApS in 1996 or 1999. 
 - Board in 96 

- Board in 99 

- Board in 96 

+ Board in 99 

+ Board in 96 

 - Board in 99 

+ Board in 96 

 +Board in 99 

Change in mean 

ASSETS. 

969.4 3399.0 -147.2 1365.4 

Change in median 

ASSETS. 

119 1634 43 179 

Change in mean 

number of ultimate 

owners. 

-0.04 -0.01 -0.32 -0.07 

Change in median 

number of ultimate 

owners. 

0 0 0 0 

N 5531 162 142 869 

Change in mean 

SALES. 

138.5 2624.5 -1002.1 570.0 

Change in median 

SALES. 

34 590 -187 50 

N 1684 32 35 255 

  



 
 
 
Panel B: Cross-table for changes in board establishment. All firms, which were ApS in 1996 and 1999. 
 - Board in 96 

- Board in 99 

- Board in 96 

+ Board in 99 

+ Board in 96 

 - Board in 99 

+ Board in 96 

 +Board in 99 

Change in mean 

ASSETS. 

693.9 2504.4 -365.5 1148.4 

Change in median 

ASSETS. 

116 844 -62 163 

Change in mean 

number of ultimate 

owners. 

-0.04 -0.02 -0.26 -0.07 

Change in median 

number of ultimate 

owners. 

0 0 0 0 

N 5468 51 138 794 

Change in mean 

SALES. 

130.5 2294.8 -1005.7 397.3 

Change in median 

SALES. 

34 259 -187 34 

N 1663 14 33 231 

 



Table 6: Fixed effect analysis. 
 
This table reports the results of a fixed effect (conditional logit) analysis for firms in 1996 and 1999. The endogenous 
variable is board establishment. Model 1, 3, 5 and 7 use the sample of all firms with some ownership, whereas Model 2, 
4, 6 and 8 use the sample of firms for which there is ultimate ownership information. Model 1 to 4 use assets as size 
variable, whereas Model 5 to 8 use sales. Model 1, 2 , 5 and 6 use the CEO insider dummy as measure of CEO 
ownership, whereas Model 3, 4, 5 and 6 use the actual CEO ownership share. 
 

 
 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
Number of 
Owners 

1.090 
(0.305) 
(***) 

1.898 
(0.534) 
(***) 

1.032 
(0.302) 
(***) 

1.972 
(0.545) 
(***) 

0.456 
(0.447) 

0.965 
(0.862) 

0.428 
(0.449) 

0.769 
(0.854) 

ASSETS 3.57E-04 
(6.26E-05) 

(***) 

2.24E-04 
(7.43E-05) 

(***) 

3.54E-04 
(6.25E-05) 

(***) 

0.35E-03 
(9.12E-05) 

(***) 

    

SALES   
 
 

  2.18E-04 
(1.08E-04) 

(**) 

1.94E-04 
(1.11E-04) 

(*) 

2.17E-04 
(1.09E-04) 

(**) 

2.27E-04 
(1.23E-04) 

(*) 
CEO insider -0.284 

(0.241) 
 

-0.694 
(0.313) 

(**) 

  0.050 
(0.464) 

0.114 
(0.540) 

 

  

CEO share   
 
 

-3.18E-03 
(2.56E-03) 

 

-0.015 
(2.68E-03) 

(***) 

  -2.01E-03 
(4.90E-03) 

 

-0.014 
(5.58E-03) 

(***) 
Pseudo R2 0.193 0.162 0.193 0.296 0.096 0.098 0.098 0.215 
N 604 372 604 372 138 100 138 100 

 
(***) = significant at a 1 pct. level, 

 (**)   = significant at a 5 pct. level,  
 (*)     = significant at a 10 pct. level. 



 
Table 7: Board composition and CEO ownership in the ultimate ownership sample. 
 
Panel A: Board composition and CEO ownership in firms with  
two or more owners. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
Panel B: Board composition and CEO ownership in firms  
with three or more owners. 
  
 One Owner (non-

CEO) in Board 
All (non-CEO) 

Owners in 
Board 

Ratio of (non-
CEO) Owners 
who are Board 

Members. 
CEO insider 
numbers 

177 104  

CEO insider 
frequency 

0.93 0.54 0.83 

N, total = 191    
CEO outside 
numbers 

46 13  

CEO outside 
frequency 

0.77 0.22 0.37 

N, total = 60    
χ2-sig.: 0.00 0.00 0.00 

 
 
 

 One Owner (non-
CEO) in Board 

All (non-CEO) 
Owners in 

Board 

Ratio of (non-
CEO) Owners 
who are Board 

Members. 
CEO insider 
numbers 

385 301  

CEO insider 
frequency 

0.82 0.64 0.73 

N, total = 470    
CEO outside 
numbers 

84 25  

CEO outside 
frequency 

0.54 0.16 0.37 

N, total = 156    
χ2-sig.: 0.00 0.00 0.00 



Table 8: Board composition and CEO ownership in the ultimate ownership sample. 
 
Panel A: Firms with 2 and more owners. 
The table shows regressions result for the determinants of non-CEO owners in the board in our sample firms with 
ultimate ownership and 2 or more owners. Model 1,2, 5 and 6 use the representation of one (non-CEO) owner in the 
board. Model 3,4, 7 and 8 use the share of non-CEO owners who are board members.  CEO ownership is measured both 
as a dummy for the CEO being an owner or not and as the actual share of stocks possessed by the CEO. 
 

 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
 Logit Logit OLS OLS Logit Logit OLS OLS 
Endogenous 
variable: 

One (non-
CEO) 

owner in 
board. 

One (non-
CEO) 

owner in 
board. 

Ratio of 
(non-CEO) 
owners in 

board. 

Ratio of 
(non-CEO) 
owners in 

board. 

One (non-
CEO) 

owner in 
board. 

One (non-
CEO) 

owner in 
board. 

Ratio of 
(non-CEO) 
owners in 

board. 

Ratio of 
(non-CEO) 
owners in 

board. 
NO=3 0.931 1.010 2.368 2.380 0.521 0.590 1.799 1.794 
 (0.145) 

(***) 
(0.148) 
(***) 

(0.219) 
(***) 

(0.223) 
(***) 

(0.298) 
(*) 

(0.303) 
(*) 

(0.400) 
(***) 

(0.406) 
(***) 

NO=4+ 0.636 0.707 2.462 2.426 0.356 0.513 1.396 1.376 
 (0.229) 

(***) 
(0.234) 
(***) 

(0.323) 
(***) 

(0.332) 
(***) 

(0.480) (0.487) (0.608) 
(**) 

(0.621) 
(**) 

ASSETS 0.030 0.028 0.041 0.041     
 (8.78E-03) 

(***) 
(8.64E-03) 

(***) 
(9.28E-03) 

(***) 
(9.29E-03) 

(***) 
    

ASSETS2 -1.10E-04 -1.03E-04 -5.98E-05 -6.07E-05     
 (0.55E-04) 

(**) 
(5.45E-05) 

(*) 
(1.57E-05) 

(***) 
(1.57E-05) 

(***) 
    

SALES     1.15E-04 1.20E-04 1.43E-04 1.47E-04 
     (3.54E-05) 

(***) 
(3.62E-05) 

(***) 
(0.35E-04) 

(***) 
(3.51E-05) 

(***) 
SALES2     -1.94E-09 -2.06E-09 -1.58E-09 -1.61E-09 
     (9.74E-10) 

(**) 
(1.02E-09) 

(**) 
(4.44E-10) 

(***) 
(4.45E-10) 

(***) 
EQ/A -2.16E-05 -2.23E-05 -3.18E-05 -3.17 1.18E-06 -1.05E-07 6.25E-07 1.45E-06 
 (9.70E-06) 

(**) 
(9.66E-06) 

(**) 
(1.24E-05) 

(**) 
(1.24E-05) 

(**) 
(0.21E-04) 

 
(0.21E-04) (2.49E-05) (0.25E-04) 

CEO 1.134  0.570  1.278  0.500  
 (0.219) 

(***) 
 (0.209) 

(***) 
 (0.439) 

(***) 
 (0.363)  

CEO-SHARE  9.45E-03  2.21E-03  8.62E-03  0.27E-03 
  (2.99E-06) 

(***) 
 (3.72E-03) 

 
 (5.48E-03)  (6.36E-03) 

C -2.986 -2.393 2.056 2.436 -3.567 -2.845 1.579 1.492 
 (0.238) 

(***) 
(0.182) 
(***) 

(0.233) 
(***) 

(0.221) 
(***) 

(0.484) 
(***) 

(0.357) 
(***) 

(0.414) 
(***) 

(0.394) 
(***) 

         
Pseudo-R2 0.047 0.034   0.061 0.043   
Adj- R2   0.072 0.069   0.053 0.050 
N 2359 2359 2354 2354 658 658 657 657 
Note:  (***) = significant at a 1 pct. level, 
 (**)   = significant at a 5 pct. level, 
 (*)     = significant at a 10 pct. level 
 
 
 
 



Panel B: Firms with 3 and more owners. 
The table shows regressions result for the determinants of non-CEO owners in the board in our sample firms with 
ultimate ownership and 3 or more owners. Model 1,2, 5 and 6 use the representation of one (non-CEO) owner in the 
board. Model 3,4, 7 and 8 use the share of non-CEO owners who are board members.  CEO ownership is measured both 
as a dummy for the CEO being an owner or not and as the actual share of stocks possessed by the CEO. 
 

 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
 Logit Logit OLS OLS Logit Logit OLS OLS 
Endogenous 
variable: 

One (non-
CEO) 

owner in 
board. 

One (non-
CEO) 

owner in 
board. 

Ratio of 
(non-CEO) 
owners in 

board. 

Ratio of 
(non-CEO) 
owners in 

board. 

One (non-
CEO) 

owner in 
board. 

One (non-
CEO) 

owner in 
board. 

Ratio of 
(non-CEO) 
owners in 

board. 

Ratio of 
(non-CEO) 
owners in 

board. 
NO=3 1.258 1.312 2.712 2.671 17.310 17.752 2.810 3.034 
 (1.073) 

 
(1.083) (1.973) (1.698) (0.536) 

(***) 
(0.696) 
(***) 

(2.552) (2.597) 

NO=4+ 0.962 0.971 2.795 2.633 17.212 17.796 2.628 2.911 
 (1.088) 

 
(1.107) (1.702) (1.743)  (0.722) 

(***) 
(2.604) (2.670) 

ASSETS 0.092 0.094 0.190 0.199     
 (0.034) 

(***) 
(0.033) 
(***) 

(0.062) 
(***) 

(0.063) 
(***) 

    

ASSETS2 -1.89E-03 -1.92E-03 -2.77E-03 -2.98E-03     
 (8.66E-04) 

(**) 
(8.39E-04) 

(**) 
(1.26E-03) 

(**) 
(1.26E-03) 

(**) 
    

SALES     2.36E-04 2.41E-04 3.65E-04 3.83E-04 
     (1.32E-04) 

(*) 
(1.31E-04) 

(*) 
(1.41E-04) 

(**) 
(1.42E-04) 

(***) 
SALES2     -1.03E-08 -1.03E-08 -1.07E-08 -1.09E-08 
     (7.62E-09) 

 
(7.64E-09) (5.09E-09) 

(**) 
(5.15E-09) 

(**) 
EQ/A -6.02E-06 -8.06E-06 -2.56E-05 -2.83E-05 0.29E-04 2.53E-05 3.98E-05 4.39E-05 
 (1.68E-05) 

 
(1.66E-05) (3.18E-05) (3.19E-05 3.82E-05 (3.85E-05) (5.56E-05) (5.72E-05) 

CEO 0.937  1.110  2.156  1.519  
 (0.320) 

(***) 
 (0.502) 

(**) 
 (1.047) 

(**) 
 (0.842) 

(*) 
 

CEO-SHARE  4.22E-03  8.41E-04  0.013  8.67E-03 
  (5.23E-03) 

 
 (0.010)  (0.011)  (0.017) 

C -3.414 -2.794 0.838 1.755 -21.581 -20.571 -0.976 -4.35 
 (1.134) 

(***) 
(1.136) 

(**) 
(1.748) 

(*) 
(1.789) (1.227) 

(***) 
 (2.597) (2.668) 

         
Pseudo-R2 0.041 0.024   0.110 0.064   
Adj- R2   0.027 0.017   0.050 0.030 
N 517 517 515 515 150 150 149 149 
Note:  (***) = significant at a 1 pct. level, 
 (**)   = significant at a 5 pct. level,  
 (*)     = significant at a 10 pct. level. 
 
 
 
 
 



Table 9: Test of performance effect of board establishment. 
The table presents the results from regressing the connection between performance and board estblishment. There are 
two differenct performance measures: pre-tax proffit / asset and operating profit / sales. Model (a) and (b) use the 
sample of all firms with ownership informations. Model (c) use the sample of firms with ultimate ownership and sales 
information. Model (d) is similar to (c) but use only large firms. 
 
 
Endogenous Variable: 
 
Sample 
 
 

Model (a) 
 

Pre Tax Proffit / 
ASSETS 

 
All ApS w.OI 

 

Model(b) 
 

OpP/SALES 
 

ApS w. OI and Sales 
inf. 

Model(c) 
 

OpP/SALES 
 

ApS w. UOI and 
Sales inf. 

Model(d) 
 

OpP/SALES 
 

ApS  w. UOI and 
Sales inf. 

Sales>1mill.DKR. 
 
: 

OLS Heckman 
Correction 

Model 

OLS Heckman 
Correction 

Model 

OLS Heckman 
Correction 

Model 

OLS Heckman 
Correction 

Model 
C 2.277 

(0,463) 
(***) 

 

-0.731 
(0.087) 

(***) 

-3.521 
(0.552) 

(***) 

-7.688 
(1.590) 

(***) 

-1.538 
(0.282) 

(***) 

-3.230 
(0.711) 

(***) 

0.224 
(0.047) 

(***) 

-0.062 
(0.167) 

BOARD 0.084 
(0.179) 

 

 
 

-0.228 
(0.230) 

 

 -0.009 
(0.128) 

 

 0.022 
(0.011) 

(*) 
 

 

INVERSE MILLS 
RATIO 
 
 

 0.069 
(0.030) 

(**) 

 -0.387 
(0.665) 

 

 0.073 
(0.257) 

 -0.007 
(-0.034) 

EQUITY/ASSETS 0.938 
(0.002) 

(***) 

0.038 
(0.005) 

(***) 

-0.016 
(0.032) 

 

-0.049 
(0.071) 

-0.006 
(0.014) 

 

0.467 
(0.163) 

(***) 

0.071 
(0.008) 

(***) 

0.135 
(0.040) 

(***) 
LOG(ASSETS) -0.410 

(0.052) 
(***) 

 

0.085 
(0.007) 

(***) 

      

LOG(1+SALES)   0.480 
(0.056) 

(***) 

0.634 
(0.127) 

(***) 

0.242 
(0.028) 

(***) 
 

0.193 
(0.046) 

(***) 

-0.017 
(0.004) 

(***) 

-0.012 
0.012 

Industry Dummies  YES 
 

YES YES YES YES YES YES 
 

YES 

R-squared 0.88 
 

0.06 
Adj.R2 

0.01 0.03 
Adj.R2 

0.03 0.08 
Adj.R2 

0.10 0.12 
Adj.R2 

Prob(F-statistic) 0.00 
 

0.00 0.00 0.00 0.00 0.00 0.00 0.00 

No. of Observations 23082 23082 6772 6772 3830 3830 2112 2112 
Note:  (***) = significant at a 1 pct. level, 
 (**)   = significant at a 5 pct. level,  
 (*)     = significant at a 10 pct. level. 
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