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Empirical evidence suggests that international aosmp of local firms supports firm
performance and growth through various channelk sscfinancing, technology transfer, and
improved access to international markets. Thisaigiqularly true for small and medium-sized
enterprises (SMES) that otherwise may lack acaessvariety of vital resources. At the same
time small and medium-sized enterprise (SME) foiomathay promote economic development.
The relationship between firm performance and iggonal ownership has been well explored
for firms in developed economies but this is net¢hase for firms — including SMEs — in Africa
and the Middle East. Largely due to lack of relévaross-country financial data, existing
literature on African and Middle-Eastern firms hagsented survey-based evidence on firm
performance while evidence based on detailed finhimformation remains lacking. The present
paper aims at filling this research gap. We idgraifrican and Middle-Eastern SMEs operating
in the formal sector and examine the impact of awlmp structure on firm performance. We use
cross-sectional financial data covering about 2B &gfmpanies — including about 30% SMEs —
in 69 African and Middle-Eastern countries for ffears 2006 to 2015. Our results indicate that
international ownership has significant positivesagation with firm performance. For
internationally-owned SMEs this appears to bederspite lower levels of equity and debt capital,
implying that internationally-owned firms use imational resources — other than capital — more
efficiently!
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1. Introduction

There exists ample evidence of a clear positiveetaion between individual firm development
— particularly medium-sized enterprise (SME) forioat— and GDP per capita, human
development, and the level of competitiverre3he role of firm development in economic
growth is particularly crucial in Africa and the titlle East where SMEs are underrepresented
and continue to face a variety of growth obstatles.

Figure 1: SME contributions to employment and output
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Source: M. Ayyagari, T. Beck and A. Demirgtic-Kunt, “Small and Medium Enterprises across the Globe™, World Bank Policy
Research Working Paper 3127, Washington, DC, August 2003, pp. 27-28

While firm performance is affected by various fastoincluding the legal environment,
corruption, political stability, and infrastructurdnere is documented evidence that ownership
characteristics have major effects on individuainfiperformancé. Studies have found that
diversified ownership, including foreign MNE owngmomotes growth and development by
local firms and industries by providing equity atebt financing, by transferring technology to
local firms, and by creating export opportunitiee do vertical integration or due to the building
of supplier relation8 On the other hand, many SMEs in Africa and thed\éidEast face obstacles
such as insufficient financing and lack of othexotarces.

5 See, for example, OECD (2010, 2005) and World 206k 1, 2010a, 2010b).

6 See, for example, Ahl (2006), Baliamoune-Lutz (PQHallward-Driemeier (2013), and Minniti (2010).
7 See Fauzi and Locke (2012), Syriopoulos and Tastisa(2012), Grygorenko and Lutz (2007).

8 See, for example, OECD (2010, 2005) and World B2k 1, 2010a, 2010b).

9 See, for example, Dalberg (2011). Compare Baliamadiutz and Lutz (2020).
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xternal financing
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Source: Dalberg (2011) Report on Support to SMEs in Developing Countries through Financial Intermediaries, p.12, Fig. 7

5

The effects of ownership types on firm performaas®vell as firms’ relationships to international
supply chains have been well explored for firmsgl@wveloped economies and more recently for
firms in emerging markets. However, this is not egatly the case for firms in developing
economies, especially in Africa and the Middle E&Studies focusing on developing economies
contain either macroeconomic research on FDI, éxpdrdevelopment or they present survey-
based evidence on firm performance - detailed Gihevidence on the firm-level is lackihy.

The present paper addresses this research gajployiey the impact of international ownership
on firm performance in African Middle-Eastern caigs.

Specifically, we focus on a large sample of firpgmting in the formal sector, and identify the
ownership type of firms and examine the impact whership structure and international
ownership on firm performance, controlling for fisize, the country where the firm exists and
the industry in which it operates.

Productive capacity and resources are measuredhiiglale equity and debt capital and the ratio
of debt to equity, while firm performance is remmeted (alternatively) by sales, profits, and
returns.

10 See Brixovia (2010), Painter and Dobie (2010),ésgn (2000), Rugraff and Hansen (2011), and Eldtynaind
Mohamed (2008).

11 For an exception, see Baliamoune-Lutz and LutA§2®vhere a similar analysis is presented for Afnifirms
only but not focused on SMEs.
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Ownership types are derived from the identity of thjlobal ultimate owner. Ownership
information includes, besides international ownigxskeveral other attributes of the ultimate
global firm owner such as public or private owngrsgender of the owner, number of owners,
ownership concentration, and degree of independé&nce

SMEs are identified using number of employees,mags, and total assets as combined critéria.

We use cross-sectional financial reporting datbolut 25,500 African and Middle-Eastern firms
for the years 2006 to 2015 including about 30 par8&IEs. The data source is Bureau van Dijk’s
Orbis databas¥. More details on data sources and variables asepred in Tables 1 and 2.

Our results reveal a clear ownership-specific patend indicate the existence of a positive
relationship between foreign ownership and firnfqrenance.

Internationally-owned SMEs use less equity and dapital and have lower levels of leverage
(debt-equity ratio). At the same time internationainership appears to significantly increase
firm performance measured in sales and returngjoityedespite lower levels of available capital
and degrees of leverage.

When the interaction of international ownershipwvaapital availability is taken into account, we
find that this interaction does not have a positimpact, implying that internationally-owned
firms use international resources — other thant@apimore efficiently!

The remainder of the paper is structured as foll&estion 2 contains a discussion of relevant
literature and previous results. Section 3 dessribe data used. Section 4 presents the general
modeling and summarizes the results. Section Sudes. Statistical and econometric results are
presented in Tables 3-6.

12 See Table 1a in the appendix for details on ovimiedata and particular information about the glatimate
owner (GUO). GUO information includes the countfyasidence of the owner as well as other inforamagiuch
as government ownership or the names of individualers (from which ownership gender can be derived)

13 Compare Bureau van Dijk (2011), section 15.4.Im{@any size categories.

14 See Bureau van Dijk (2017) lattps://www.bvdinfo.com/en-gb/our-products/compamfgrmation/international-

products/orbis
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2. Background and literature overview

Research by the OECD (2010, 2005) and the Worlk §2611, 2010a, 2010b) documents the
presence of a positive correlation between indafidum development and income per capita,
the level of competitiveness, and human developmiés relationship is especially relevant and
in need of further strengthening in the case ofcafwhere individual firms, particularly small
and medium-sized enterprises (SMESs), still faceaaety of growth obstacles (Ahl, 2006;
Baliamoune-Lutz, 2011; Dana, 2007; Hallward-Drieeng2013; Mather, 2005; Minniti, 2010).

A major element of successful development in Aficthe formation of a viable local industry
and in particular SMEs; see for example, Rocha €@11), Abor and Quartey (2010), Brixovia
(2010), and Quartey (2003). Another important el@ngethe development of export-capability
into international markets of developed and emergoonomies (Wohimuth et al., 2004; Zaiem,
2012). The presence of international owners, inolyanultinational enterprises (MNEs) and
their interaction with local firms may play a majote here (Larue de Tournemine et al., 2009).

Although firm performance is affected by many fastoincluding the legal environment,
corruption, political stability, infrastructure, man development and so forth, there is a large
body of evidence supporting that ownership charaties have major effects on individual firm
performance (Fauzi and Locke, 2012; SyriopoulosTaxisaronis, 2012; Grygorenko and Lutz,
2007).

Diversified ownership, including foreign MNE ownbijg, can promote growth and development
by local firms and industries by providing equitydadebt financing, by transferring technology
to local firms, and by creating export opportusitdue to vertical integration or due to the
building of supplier relations (OECD, 2005; Lutzdamalavera, 2004). MNEs may transfer
technology to local SMESs, create export opportasitiue to vertical integration or due to the
building of supplier relations (Karlsson, 2012; Kand Zhang, 2008; Lutz et al., 2008; Hsu,
2002). On the other hand, MNEs may crowd out lecahomic activity and thereby hinder local
development of SMEs and the birth and/or expansi@related viable export sector (Abor and
Quartey, 2010; Weidenbaum, 2000).

Numerous studies have investigated the impact r@gigo ownership on firm performance in
developed countries and in some emerging econowitismost of the evidence pointing to
differences in performance and factors affectingdfifability of domestically-owned versus
foreign-owned firms. However, some studies haveouared non-linear relationships between
foreign ownership and firm performance (e.g., Beand Park, 2005). Applying the difference-
in-difference technique to a panel of Italian fidata and comparing foreign-owned firms to
domestically-owned ones, Bentivogli and Mirendal@0examine whether there is a foreign
ownership premium. Their results indicate thatehsra premium for the profitability, size and
financial soundness (of the foreign-owned firmg)y ¢he premium rises with time and tends to
be concentrated in the service sector. Riccaboal. 2016) find that foreign firm-controlled
Italian companies are on average more productiae ttalian firms controlling foreign firms.
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Weche Gelubcke (2013) undertook a comprehensivaieasion of foreign-controlled affiliates
in Germany’s service sector and finds that theYoper better than German-owned affiliates but
had lower profitability and generally had similabbr productivity when compared to
domestically-owned affiliates with a high levelinfernationalization.

Applying fixed-effects estimation to panel data tbe period 1995-2000 from 177 Greek
manufacturing and trading firms listed on the Ath&tock Exchange, Notta and Vlachvei (2008)
find that the profitability of domestically-owneurhs rises with the level of growth and efficient
use of borrowed capital, whereas the profitabitifyforeign-owned firms “increases with an
efficient use of sales promotion expenditures andficient access to the innovation activity of
its parent organization, without spending on R&Dthe host country.” On the other hand,
focusing on whether there are differences in firenfgrmance (profitability), Barbosa and
Louri (2005) find that MNCs operating in both Greeand Portugal do not generally behave
differently from domestic firms. However, they fildNCs to perform significantly better
than domestic firms when firms in the upper quastibf gross profits are compared.

Ferris and Park (2005) document the existencenohdinear relationship between Japanese firm
value and foreign ownership, with the firm valuergasing until the percentage of foreign owners
reaches 40% and declining thereafter. This wasalafirmed in the case of some developing
countries. For example, Phung and Mishra (201&) fiat performance of Vietnamese firms
rises with an increase in foreign ownership up tevel of 43% and then falls. Similarly,
HintoSova and Kubikova (2016) based on slightlyra®00 observations on domestically-
owned, foreign- and jointly-owned firms in the SdnRepublic (in 2004-2013), find an inverted
U-shaped relationship between foreign ownershigfiamdoerformance with the latter increasing
with greater foreign ownership, up to the rangéb65 %, and falling after it has reached this
range.

The bulk of research using data from developinghecoes supports the existence of significant
differences in performance - measured by varioucators of profitability or financial
performance - between domestically-owned and fareigned firms (Gurbuz and Aybars, 2010;
Foster-McGregor et al., 2015a and 2015b; Jusolg;2Bdiner, 2015; Phung and Mishra, 2016;
Vural-Yavas and Erdogan, 2016). For example, ugirge-year panel data from 730 Malaysian
publically-listed firms, Jusoh (2015) finds thatdign ownership had positive and significant
association with ROA and Tobin’s Q. Guner (201%sus balanced panel of 275 firms in Turkey
and finds a positive and significant associatiotwben foreign ownership and corporate
performance. Based on the analysis of data froemgke of 205 non-financial listed companies
in Turkey, covering the period 2005-2007, Gurbud &ybars (2010) conclude that minority
foreign-owned firms performed better than domebjicavned ones in operating profitability.
Interestingly, the authors find that minority-owrfeths performed better than both domestic and
majority foreign-owned companies in terms of resuam assets with majority foreign-owned
companies performing better than domestically-owivets. This is consistent with the findings
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reported by Vural-Yavas and Erdogan (2015) whadase from 256 Turkish firms for the period
2009-2014 and find an inverted-U relationship betwirm profitability and foreign ownership.

Studies focusing (totally or partially) on the inspaf foreign ownership on firm performance in
African countries tend, to a large extent, to meagerformance in terms of productivity,
employment and wage premium (te Velde and Morris2891; Rasiah and Gashino, 2005;
Waldkirch and Ofosu, 2010; Kinda, 2012; Lemi andight, 2015; Foster-McGregor et al.,
2015a) and generally use the World Bank’s Entegdisrvey data or other surveys of firms in a
limited number of countries. Azzam et al. (2013pboussi et al. (2015), and Foster-McGregor
et al. (2015b) are among the very limited numbestotlies that have examined the impact of
foreign ownership on firm profitability. Azzam dt €013) use a panel of 8,185 firms in Egypt
(over the period 2006-2010) and study the linksvbeh the degree of foreign ownership and
financial performance. The authors find that “fgreiownership is positively associated with
firm’s return on assets (ROA), return on equity @nd debt ratio (DR)”, with financial
performance rising up to a certain level and tlaimg. In addition, they find that the impact of
foreign ownership is sector-specific. Foster-Mc@regt al. (2015b) find that foreign-owned
firms in 19 SSA countries performed better than estmally-owned ones in productivity, export
and sales but not in profit rates. Dabboussi €RalL5) focus on the case of Tunisia and examine
the effect of foreign ownership on 13 financiatitugions over the period 2000-2011. The authors
find a positive and significant impact on firm ptability (return on assets and return on equity).
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3. The Data
3.1 The data set

The data set used in this study consists of crestsesal financial data of 278,024 companies in
the Middle East and Africa. It contains ownershiglance sheet and profit/loss information.

The data source is Orbis global firm database Bomeau van Dijk (BvD}> We use yearly data
from 69 countries in the Middle East and Africa2006-2015 and we have about 25,500 African
and Middle-Eastern firms (9%) with global owner mamhich results in an unbalanced panel
with average panel depth of 5 years. See the Appdoda summary of the data source and
search results.

Available firm-level data include balance sheetdatofit and loss statement data, number of
employees, BvD company size catedd(gmall, medium, large, very large), trade desns,
industry and peer group information, ownership infation, stock price and firm valuation
data. Available ownership information includes naane nationality of global and domestic
ultimate owners, index variables for female/maleifg/state/international ownership, number
of owners, BvD independence index (15 differeningg based on ownership concentration
and type), percentage of direct and total ownersmd consolidation status of the firm.

International ownership is derived from comparitapgl and domestic ultimate owners, noting
where these owners are from different countrieerm@ational business activity is taken from
firms’ description of activities in foreign markets

Further information about the data set is givethm Appendix. While the data include firms
of all sizes the majority of firms are small anddien-sized with a median firm size by
employment of 70 employees. Note that the numbefirofs and observations is mainly
constrained by the available financial data; irevenues, profits, etc. Consequently, data
estimations contain up to 7,846 observations cagaup to 2,039 firms.

3.2 Data characteristics

Data reveal a clear ownership-specific pattern. Sifege of internationally-owned firms in
Africa is about 21 percent on average (Table Faj.the firms with available financial data,
the share is somewhat higher; it is about 25 pérddas share varies widely between
countries but much less across industries.

Internationally-owned firms have on average higgades and returns on equity. In contrast,
they also have lower levels of equity and debttehpind a lower leverage (gearing), i.e.,
ratios of debt to equity. This suggests that iragamally-owned firms are more productive

15 See Bureau van Dijk (2017, 2011) for detailedrimfation on the database.
16 See Bureau van Dijk (2011), section 15.4.1. Comsie categories.
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but the source of that increased productivity is(eatirely) due to more access to productive
resources and capital.
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4. Modeling and results
4.1 Econometric modeling

Similar to a general production function apprddcwve explain firm performance (a firm’'s
sales, profits, or returns) by the sum of the resggiused by that firm in the provision of its
products or services, here measured by the caysiéal to generate the business. We utilize the
variables equity and gearing (the debt-equity jdbo measuring capital use which also gives
us information about the underlying financing stane!® In addition, we use ownership
characteristics, including international ownersh@s, determinants of productivity in our
modeling. Following the literature on performanetevant ownership characteristitswe
also include indicators for ownership concentrataond independence. Finally, we use a
number of customary control variables, specificgiars, industry sectors and countries.

Given the available panel data, we can use theviollg generalized regression model to
investigate the economic hypotheses presentedsipéper:

(1) Y =a+BR+TG +AM +& +7,

where the dependent variabyg, is a profit or sales level indicator (e.g. EBI&les, or profit
margin) of companyin periodt; F, is a vector of determinants specific to firm i butariant
over time (such as country or industr{g;, is a vector of determinants that may vary between
firms and also over time (e.g., R&D expensk), is a vector of period-specific determinants
outside of a particular firm (e.g. global econorfactors and market indicatorsg; ,is an

idiosyncratic error term that may vary between firamd also over time and is independently
distributed with E€, ;) = 0; ands, represents unobserved heterogeneity across firensa

company specific random effect that is indepengatititributed.

This general specification allows for either randefiects (RE) or fixed-effects (FE) modeling,
where the random or fixed effects are firm-spe@bmponents. The more general approach is to
allow for random firm-specific effects; the caseandthese effects are fixed, that is determinate
constants instead of random variables, is a spsgiatcase. All model variants reported below
were estimated with pooled OLS and RE panel maaledswith lagged explanatory variables.
All models were also run with controls for yearsyotries and industries.

17 There is a large body of theoretical and empir@zbnomic research using a general production ifamct
approach to explain firm performance; a large pathis is summarized in Hall et al. (2010), Gtilés (1998)
and Mairesse and Sassenou (1991).

18 Using capital as major explanatory variables alstmmatically controls for firm size without theeaeto use

additional size controls such as sales or employmen

19 See, for example, Fauzi and Locke (2012), Syritsoand Tastsaronis (2012), Grygorenko and Lut@{20
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The data available contain several firm-specifiogtinvariant variables that can be assumed to
capture a significant part of present fixed effgdetg). country, industry indicators, functional
dummies, etc.). Hence a random-effects specificagmems to be a priori more appropriate.
Estimations and results are summarized below.

4.2 Results

The following analyses are conducted for SMEs ontyere SMEs are firms with employment
under 1000, revenues under USD 140 million, aral stsets under USD 280 milliéh.

In a first step, we take a preliminary look at #fiect of international ownership on revenue and
profits. Following Lutz (2013), we construct 3-yeaerages of the main right-hand-side (RHS)
variables; namely, previous capital endowments, asd their lagged values as main
determinants together with an international-ownerstdicator. As Table 4 shows, such a simple
OLS model explains about 45 to 64 percent of vanatin revenues and profits (measured in
natural logs) and international ownership appeahave a statistically significant positive effect.

When we extend the analysis to account for effyeaf use of capital, a different picture
emerges. In the augmented models presented in babkee use interaction terms between
international ownership and the lagged 3-year @esaf equity endowments and the gearing
(debt/equity) ratios. These models explain 48 tp&Fent of variations in revenues and profits.
While international ownership per se is still ctated with revenues, profits, and returns, both
interaction terms are negative and statisticathyificant. Apparently, increased availability of
equity and/or debt capital, as well as higher lager do not have positive effects on firm
performance in the presence on international ovierst appears that internationally-owned
firms must be deriving their advantages from saurother than capital availability. These
preliminary results are confirmed by random-eff@sismations presented in Table 6. The results
are qualitatively identical to our earlier OLS résuwhile the impact of international ownership
per se remains positive and statistically signiftagith higher revenues, profits, and returns, both
interaction terms have negative and statisticadjgicant coefficients.

20 Compare Bureau van Dijk (2011), section 15.4.In@any size categories; small, medium, and largée Mat
using alternatively size categories small and nmadanly, with employment less than 150, revenue tbas
USD14 million, and total assets less than USD 2Bomj will not significantly change the resultstatmed.
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5. Concluding remarks

This paper aims to contribute to the literaturgt@ndeterminants of firm performance and fill a
research gap by focusing on the relationship betvieeign ownership and firm performance

using detailed financial data. For all SMEs — lbeabr internationally-owned — increased

availability of equity and/or debt capital as wal higher leverage generally have significant
positive effects on firm performance, measuredlass profits and net income.

However, internationally-owned SMEs outperform putecally-owned firms even with lower
capital endowments. In particular, when interactadfects between ownership and capital
endowments are taken into account, the resultsestititat internationally-owned SMEs must be
deriving their advantages from sources other tlaguital availability. This, in turn, supports the
notion that various benefits — access to technolskited labor, upstream/downstream global
markets — accrue mostly to specific SMEs with imiional ownership structures.

The present paper makes at least three novel batitms to the literature. First, we use detailed
financial data that have not been used in othadietufocusing on developing countries,
especially in Africa and the Middle E&stSecond, and to the best of our knowledge, thises
first study on the impact of foreign ownership omfperformance of SMEs that covers almost
all African and Middle Eastern countries. Third, wee four different indicators of firm
performance; revenue, profit before taxes, netrnmgcand return on equity, while controlling
for the interplay of foreign ownership with capitaidowmentg?

The three papers closest in spirit to our workAeam et al. (2013), Dabboussi et al. (2015),
and Foster-McGregor et al. (2015b). However, ndribase papers use BvD detailed financial
firm data. In addition, the first two papers ardydior one country each (Egypt and Tunisia,
respectively) and Foster-McGregor et al.’s papeuses on only 19 SSA countries and uses
only sales and profit rates as indicators of fimanmerformance. The authors found that foreign
ownership had a positive impact on sales and gitaductivity indicators but did not affect
profit rates. We think that a possible explanafmmthe differences in our results compared to
theirs is that we use more detailed financial datd cover significantly more firms and
countries.

Finally, we must note that the present paper didset out to investigate the mechanisms
through which foreign ownership may be influenciimgh performance, including through

impact of foreign ownership on productivity, accéssechnology and managerial expertise,
wage premium, and attracting skilled and talenédebt (Doms and Jensen, 1998; Blomstrom

2 These are highly reliable data from a source (BW¥ia} continues to sell them at a rather high p® was
recently acquired by Moody’'s. However, we do acklealge that in countries where corruption is high th
reported profits and revenue levels may be underattd for both domestic and foreign-owned firmsg®botsi
(2015).

22 However, compare Baliamoune-Lutz and Lutz (2018¢re a similar analysis is presented for Africam$ of
all sizes.



Baliamoune et al.: MEA SMEs & international ownepsh

and Sj6holm (1999); te Velde and Morrissey, 2004rrid and Robinson, 2003; Griffith et al.,
2004; Yasar and Morrison Paul, 2007; Foster-McGregal., 2015a, 2015b). We acknowledge
that this is an important topic, and we plan tolesepit in future work.
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Table 1. Data source

# | Datatype Sour ce Downloaded / data Date
1 | African firm data | Bureau van Dijk German University in Cairo, | 3 December
(balance sheet, | (BvD), Orbis online license 2015
profit/loss) databas®
Product name Orbis
Update number 141
Software version "129.00
Data update 03/12/2015 (n° 14114)
Username RegistrationRequest-13965
Export date 03/12/2015
Step result Search result
" 1. All active companies and companies with unknown "  149,475,520" 149,475,520
situation
r 2. World region/Country/Region in country: Africa, 4 4,192,443" 3,831,695
MENA
r 3. Operating revenue (Turnover): All companies witha " 49,910,878" 278,024
known value, 2015, 2014, 2013, 2012, 2011, 2010,
2009, 2008, 2007, 2006, for at least one of the
selected periods, exclusion of companies with no
recent financial data and Public
authorities/States/Governments
r a4 P/ = - a = — - r 5 276§ r
Boolean search : 1 And 2 And 3
TOTAL"™ 278,024

Table la. Identification of the Global Ultimate Owner (GUO) of a firm?*

company [...].

BvDEP finds an Ultimate Owner.”

If the highest shareholder is not independents#imee process is repeated to him until

“To define an Ultimate Owner, BvDEP analyses tharsholding structure of a company
having a BvDEP Independence Indicator differentfid+, A or A- (which means that the
company is independent and consequently, has moaié Owner).

It looks for the shareholder with the highest dir@ctotal % of ownership.
If this shareholder is independent, it is definedtlae Ultimate Owner of the subjgct

23 See also Bureau van Dijk (2017 hétips://www.bvdinfo.com/en-gb/our-products/company-

information/international-products/orbis

24 See Bureau van Dijk (2008), section 5.1. The Ddimestimate Owner (DUO) is identified accordingly.
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Table 2. List of variables

Variable Definition

BvD Firm identifier (derived from BvD ID)

Y ear Year

Country Country

Industry NACE 2 Core Category (1 digit)
BvDIndeplndic BvD Independence Indicator
BvDIndepA BvDIndepindic = A-, A, or A+

NoShar eholders Number of Recorded Shareholders
GUOName Global Ultimate Owner (GUO) Name
DUOName Domestic Ultimate Owner (DUO) Name
GDUOQIntl International ownership when GUO is from a différen

country or is not identical to DUO.

NoEmployees

Number of Employees

Revenue Operating revenue (000"s USD)

PL befor Tax Profit/Loss before Tax (000°s USD)
Netlncome Net Income (000°s USD)

Equity Shareholder Funds (000"s USD)
TotalAssets Total Assets (000's USD)

Debt Debt (000°s USD): TotalAssets - Equity
ROE Return on Equity (%), use net Income
Gearing Gearing (%), Debt / Equity

In* Natural log In(*) of variable <*>

a3* 3-period average a3(*) of variable <*>

GDUOI ntla3Gear

Interaction term: Intl*a3(Gearing)

GDUOIntla3Equity

Interaction term: Intl*a3(In(Equity))
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Table 3. Summary statistics (selected variables)

Notes: Source Bureau van Dijk (2015) and own catoorhs.

See Table 1 for variable definitions.
* Firm size distribution by number of employees Baployees) has a median of 48 employees and
the interquartile range is 10 — 200 employees.

Variable Obs M ean Std. Dev. Min M ax

Y ear 25927 2011 2 2006 2015
Country 25927 34 15 1 69
Industry 23288 4 2 0 9
BvDIndepA 25927 0 0 0 1
NoShareholders 25927 3 5 1 122
GDUOiIntl 25927 0.269 0.443 0 1
NoEmployees* 17302 152 218 1 998
Revenue 25927 76581 1025703 0 79700000
PL befor Tax 17218 7647 102396| -7871623 9038781
Netlncome 7245 7434 108148 | -7976315 1916267
Equity 7333 131423 1036841 -3195687 42900Q00
TotalAssets 7334 527812 4453235 0 280000000
ROE 2038 17 61 -810 967
Gearing 6640 158773 5367758 0 996
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Table 4. Preliminary results: Revenues and profits (Pooled OL S estimations)

Model (4.1.1) OLS (4.1.2) OLS (4.1.3) OL¢
Dep. Variabli InRevenu InPLbeforTa; InNetincom
l.a3InEquity 0.526*** 0.570*** 0.618***
l.a3Gearin 0.000000031** 0.000000025** 0.00000129**
GDUOiIntl 0.343*** 0.268*** 0.170***
Observation 784¢ 597¢ 2451
R-sq. 0.472: 0.555! 0.637:

R-sg. adj 0.466" 0.549: 0.626(
Prob > | 0.000( 0.000( 0.000(
Notes.

() All models estimated with pooled OLS.
(if) All models include a constant. All models inde country, industry, and year dummies.
(i) *** denotes significant at the 1%, ** at th&%o, * at the 10% level.
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Table5. Results summary: Revenues, profits, and returns (Pooled OL S estimations)

[92)

Model (5.1) OLS (5.2) OLS (5.3) OLS (5.4) OL
Dep. Variable InRevenue InPLbeforTax] InNetincoms RO
l.a3InEquity 0.597*** 0.614*** 0.662*** -2.199*
l.a3Gearing 0.000000045** 0.000000020** 0.0000085* |0.00000921
GDUOIntl 1.615*** 0.771*** 0.998*** 192.1***
|.GDUOIntla3Equity -0.156* -0.060*** -0.090*** -1B5x**
|.GDUOIntla3Gear -0.000000022*** 0.0000015*** 0.00053*** | 0.00089***
BvDIndepA -0.334*** -0.073 -0.045 -6.718***
NoShareholders 0.015%** 0.036*** 0.034*** 0.496***
NoShareholders"2 -0.00015*** -0.00034*** -0.00033** | -0.0037***
Observations 7846 5974 2451 1421
R-sQ. 0.4818 0.5767 0.6464 0.2295
R-sqg. ad;. 0.4762 0.5706 0.6348 0.195%
Prob > F 0.0000 0.0000 0.0000 0.000¢
Notes.

() All models estimated with pooled OLS.

(if) All models include a constant. All models inde country, industry, and year dummies.

(i) *** denotes significant at the 1%, ** at th&%o, * at the 10% level.
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Table 6. Results summary: Revenues, profits, and returns (RE estimations)

Model (6.1) RE (6.2) RE (6.3) RE (6.4) RH
Dep. Variable InRevenue InPLbeforTax InNetincome RO
l.a3InEquity 0.457*** 0.549*** 0.651*** -2.237
l.a3Gearing 0.000000034**F 0.000000016**| 0.0000065***  0.000034
GDUQIntl 1.259%** 1.001*** 1.410*** 208.1***
[.GDUOIntla3Equity -0.112*** -0.083*** -0.138*** -17.29***
[.GDUOIntla3Gear -0.000000018t1 -0.00000047*F*0.0000062***| 0.00093***
BvDIndepA -0.290*** -0.055 -0.057 -6.685
NoShareholders 0.037*** 0.046*** 0.034*** 0.382
NoShareholders”?2 -0.00030** -0.00038*** -0.00031**1  -0.0035
Observations 7846 5974 2451 1421
Groups (Firms) 2039 1807 1230 413
R-sq. within 0.0176 0.0107 0.0015 0.0037
R-sq. between 0.5153 0.6287 0.6568 0.492
R-sq. overall 0.4594 0.5639 0.6317 0.2273
Prob > chi2 0.0000 0.0000 0.0000 0.0000
Notes.

() All models estimated with random effects.
(if) All models include a constant. All models inde country, industry, and year dummies.
(i) *** denotes significant at the 1%, ** at th&%o, * at the 10% level.



