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ABSTRACT

Research on ownership has shown that the legamyskplains the ownership concentration in the avdr the
Anglo-Saxon countries, and among them the UniteteStof America and Great Britain, regulations streng and
protecting minority shareholders. As a result, tmenpany’s capital will be dispersed. However, inumies with a
Franco-Saxon legal system, regulations concernitacks ownership are weaker, making expropriationiezas
Consequently, firms’ ownership will be concentraiadthese countries. This article suggests thatlegigns do not
influence the distribution of ownership in Canad@mpanies. Also, results show that ownership giracof companies
in Quebec is similar to the other companies inrds: of Canada. Even though, the two groups of emias are operating

in two different legal systems, when comparing thémair results are very similar.
KEYWORDS: Anglo-Saxon Legal System, Franco-Saxon Legal Syskepropriation, Ownership
INTRODUCTION

According to finance theory, a rational investor sinuliversify his risk by investing in several steck
Furthermore, according to the capital market dbscriby the CAPM (capital asset pricing model) @& &PT (arbitrage
pricing theory), the stockholders own portfoliok&ta and market portfolio. As a result, ownershi@afompany will be
dispersed. However, the distribution of ownershgsed on separation of ownership and control leaddditional agency
costs.

The aim of several researches about a separatiomwieérship and control is to find the optimal miat will
maximize the performance of organizations. Berl@ lsieans (1932), reported that the separation ofeostrip and control

contribute to the conflict between stockholders arahagers who aims differ from the maximising @ tinms value.

Today, there are three basic understandings coingetfre link between performance and the ownerstrigcture:
The thesis of converging interests, the thesiseaftnality and the thesis of entrenchment. Accordimdhe first thesis,
proposed by Berle and Means and developed by JamkMeckling (1976), the higher the share of edfield by the
managers, the higher the chance those managersstigill to the traditional goal of maximizing stockdiers value.
Demsetz (1983) suggested the neutrality thesisthiés that the maximisation of profits depend frém way that the
firms are explored and the influence of their eominent pressure. As a result, according to thisishall structures are
equivalent. The third thesis states that the masaggnnot be controlled and can choose to fulfiieo goals than the

maximising of the firm value.
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Following an empirical study realized by Morck, &fér and Vishny (1988), they reach the concludiost
according to the region where the company is lataded the proportion of capital owned by the mansgthe effect of

convergence of interests takes over the entrenchefileict and vice versa.

Fama and Jensen consider the organisations as & senhtracts and are affected by the principlenafural
selection. Surviving organisational forms are tmethat are capable of minimizing agency costsnwhterests of

stockholders and managers diverge.

In order to limit these agency costs, financialotlyestudies several control mechanisms capableind |
manager’s opportunism. They researched ways tm atignagement interests with those of the stockheldehe main
objective of their study is to find out how to linmanagement opportunistic behaviour. The existefi@gecontrol system
is necessary for the survival, the developmentthadorotection of investor’s interests. These meidmas are constituted
by external and internal factors. The external paters cover the market of goods and servicesntirket for qualified
managers and the capital market. The internal obivicludes hierarchy, mutual auditing, and the rdoaf directors.
However, the available systems for controlling tipportunism of non-owners managers are limited; &d@ns expertise

and information asymmetry makes any control medmnnefficient.

The presence of a major stockholder, whose weadiends highly on the performance, is an obstacle to
managers. An owner of a controlling majority stakidl be able to negotiate and efficiently curb thpportunistic
behaviour of management.

Recent studies suggest that the Berle and mea@32)Imodel of widely dispersed ownership is not samn.
Furthermore, the structure of ownership changes feocountry to another. It is more concentrateddrtain countries

than others where ownership is more dispersed.

Laporta, Lopez-de-Silanes and Shleifer (1999) erathithe structure of ownership in 27 countries.ifTsgidy
documented the means to enhance control used loptilling owners. In particular, they reportée use of dual-class
shares, pyramids and cross-holdings to achieveralorthe results of their study show different cemirations and
distribution patterns in the structure of capit@hen comparing different countries. According tis tstudy, the suggested

structure of ownership described by Berle and Mésralid only in the USA.

Laporta, Lopez-de-Silanes and Shleifer show that ulimate stockholders control a higher share agital
compared to their ownership rights because theyrameaging and controlling the company through pydanmFirms are
not controlled by experts and professionals bubbyers that do not have necessarily the same gttevdth the minority
shareholders. These managers-owners seems to balyhenes that enjoy dominant control over the panies and can

expropriate minority shareholders easily.

Laporta, Lopez-de-Silanes and Shleifer have shdvat ownership is dependent from the political amgal
system prevailing in each country: Ownership ipéised and capital is atomized in the countriesravtiee legal system
is strong with a good protection of minority shavlelers interests. However, when the legal systeweisk, ignoring the
minority shareholders interest, the structure ohemship will be concentrated in the hands of a families which

generally control the majority of companies opesdtethose countries. Gadhoum, Lang and Leslie 4di2001) have
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confirmed the impact of the legal and politicalteys on ownership structure. They have shown thahe Anglo-Saxoh
countries, the political system protects the irgereof minority shareholders and that situationl&rgs the higher
dispersion of ownership. In the Franco-Saxon céesmtthe structure of ownership is concentratediated-links among
the companies are very complex. The hypothesisatdrenconfirmed when considering ownership distidyuin Canada.
Although it's an Anglo-Saxon country and havingteosg relationship with the USA, ownership struetum Canada is
similar to France. Therefore, it is considered ¢cald’Franco-Saxon” country. Canada is a puzzléhfese authors because
it's a mix of Anglo-Saxon and Franco-Saxon communis a result, it is difficult to explain ownerghstructure by

analysing its legal system alone.

This analysis allowed us to question the impadQua&bec, the most important Canada’s Francophongngm
on the ownership distribution in Canada. So we haveompare Quebec with the rest of the countrynganies in
Quebec are influenced by the French legal systertheir ownership distribution is like than in theanco-Saxon country

characterised with a high concentration.

In this article we will try to confirm the work oGadhoum, Lang and Leslie by analysing the company’s
ownership in Quebec and comparing it with firm’srasship in the other provinces of Canada. So weusiregy the same
sample of Canadian companies and dividing it imto groups: Quebec and the rest of Canada. Theabasdics and the
structure of capital of each group were analysedrier to determine if there is some differenceveen companies in
Quebec and in the rest of Canada. The aim is tyystud compare the structure of ownership of eaohpy It will also

show how Quebec can influence the ownership refultsd in Canada.
LITERATURE REVIEW

Berle and Means (1932) showed that the structurenafership in the USA is dispersed; companies’ tehjs
owned by many small investors. This image of owmierstructure was tested by several other studi¢sSA and in the
rest of the world. Holderness and Sheehan (1988jvett that hundreds of US companies have at leastnoajor
stockholdet. Holderness, Kroszner and Sheehan (1998) fourtdothimership of US managers is higher than wheneBerl
and Means completed their study. Other studies darmaany rich countries show a significant concaiin in ownership
structure: In Germany, (Franks and Mayer 1994, @oend Shmid 1996), in Japan (Prowse 1992, Bewayldf Perotti
1994) and in Italy (Barca 1995).

La Porta, Lopez-De-Silanes and Shleifer (1999)istidwnership structure in 27 countries. They codetl that
ownership structure is concentrated and familiegrobthe majority of companies: 73% of companieanagers are from
the controlling family and 78.7% have one majorcklmlder. Results of their study show that conegitn is not the
same in all the world countries. The picture tisaprioposed by Berle and Means in USA does notatefiee situation in
the other countries of the world. It seems that rimdel of Berle and Means is applicable only in UShareholders
control a higher proportion of capital comparedhvitieir ownership stake. This situation is dueh®means of enhancing

control used by the ultimate owners of firms. Galtigr those companies are not controlled by expwhagers but by

1USA, Great Britain, Venezuela.

2 According to these authors, the definition of ajanahareholder whose control is more than 51%hef wotes of a
company.
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owners who do not always have the same interestiseaminority shareholders. These owner-manageam 4e have a

dominant decision, the authority and the interestxdpropriate minor stockholders.

In order to explain ownership distribution in thend, La Porta, Lopez-De-Silanes and Shleifer (J99&ve
classified countries in two groups. The first osdglie common law countries with a strong legalesysthat protects the
interests of minority shareholders. Consequentlis kegal system prevents concentration and thekltiders are not
interested to possess a large portion of capitaksihey cannot benefit from opportunistic straegilrhe major investor of
the firm cannot increase his wealth on the behélininority shareholders. The second group is thewroon law
countries, where the system does not protect thnity interests and encouraging major stockholdergxpropriate
minority shareholders. So the ownership structuiteb& concentrated. Agency costs in these coumtaiee not between
managers and dispersed shareholders but betwedroltog owners and minorities shareholders sindeely-held
corporations are not common. According to La P@tgency costs cannot be eliminated unless the $ygtdm is radically
modified by giving more rights to minority sharetiets, limiting the use of multiple vote shares pyichmidal structure of

governance.

Claessens and Al (2000) have studied the structucapital of 2980 companies in Eastern Asia. Thaye found
that two thirds of firms (2/3) are controlled byeomajor stockholder who manages alone his competmgy have noticed
that 10 of the largest families, in Indonesia anel Philippines, control more that half of the ass&tthese companies
(57.7% et 52.5% respectively).

Faccio and Lang (2000) have analyzed ownershigctsirel of 3740 companies in 5 European countriegyTh

discovered that ownership structure in Europe igeatrated and a few familfesontrol 43.9% of firms.

In Canada, since the 1889, legislation over theeigf ownership concentration is developing andvgrg in the
parliamentary debates. Myers (1914) noted thattless 50 individuals control the third of Canada@alth. « The Royal
Commission on Price Spreads » (1935) publishedidysbn the issue of ownership concentration armbitcluded that

Canadian capital is far to be dispersed.

Rao and Leeshing (1995) and Gadhoum (1995, 19990)2bave identified some of the characteristics of
Canadian companies. They have showed that the ityagdicompanies are controlled directly or inditgdy at least one

major shareholder, that owns more than 50% of thieswrights, and 20% of their shares are ownedhigeér.

In Canada, the concentration of ownership is higbantrolled family companies and companies thatpart of a
group. Gadhoum (1995) shows that ownership straadfitCanadian firms has some similarities with d&sa big group
(Keiretsu) characterised with a complex relatiopshand managed by a few persons from the contolamilies.
Gadhoum, Lang and Leslie Young (2001) have shovat the legal system prevailing in each country eaplain
ownership distribution. The authors have made fhendtion between the Anglo-Saxon countries arel Fhanco-Saxon
countries. In USA and UK, the structure of owngpskimore dispersed but in France, the ownershiprigentrated in the

hands of a few families. The study of Gadhoum, Land Leslie Young (2001) has shown that ownerstrigcture of

% In order to calculate ownership and control, thaye taken into consideration direct and indirewhership, the use of
multiple voting shares and many ownership strustlike pyramidal structures, cross-holdings andprecal holdings.
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Canadian companies is closer to French companaes tihn USA and UK firms. This situation leads thesghors to
classify Canada in the Franco-Saxon group. Thigh#li surprising result is explained by the impaétthe Quebec

companies influenced by the French legal system.
RESEARCH HYPOTHESIS

Until now we have showed how ownership concentmatio the world is far from being close to the pretu
described by Berle and Means (1932). The companmiitssdispersed ownership are scarce. It is morguieat to see one
major shareholder controlling firms. La Porta, Lpfige-Silanes and Shleifer (1999), explained owriprdrstribution in
the world as being related to the prevailing reioites in each country. In the countries where ggal system is strong
protecting the interests of minority shareholdénsestors seek diversification by investing smaficants in various
companies in order to reduce risk of their portfolivhile in the countries where the legal systemvask, investors hold a
large stake in companies in order to control fireféectively and increase their wealth by expropmgtminority

shareholders.

Gadhoum, Lang and Leslie (2001) contributed tolitleeature studying of corporate governance by drarg
firms ownership structure in several countrieshe tvorld. The results of their analysis showed that structure of
ownership in the Anglo-Saxon countries is differéimat in the Franco-Saxon countries. In the USA &hd firms,
shareholders don't hold a large block of stock, éesv in France ownership is concentrated in thedfiaof few
stockholders. The authors have shown that the ASgkon legal system does not encourage detainigg fake in firms,
and Major shareholders cannot expropriate minattckholders whose interests are protected byieftigolitical and

legal system.

Having the same characteristics as the USA, theadlan legal system is strong and protects thedsterof
minorities. However, the results of the Canadiam’ ownership are closer to the Franco-Saxon camgahan Anglo-

Saxon firms.

Gadhoum, Lang and Leslie (2001) have noted thafanada, 25% of the largest companies are widelg hel
compared to 80% in the USA and 25% in France. Shigtion permitted to investigate the influencecofmpanies in
Quebec on the structure of ownership in Canadab€ués the only francophone province in Canadachigads us to

assume that the culture of its firms resembles nwFgance with a concentrated ownership structure.

Taking into consideration the economic and politiogortance of Quebec in Canada, we are leadgoras that

results found by the authors are exclusive to theb@c firms.

In this article we will compare the structure ofrewship in Quebec with the rest of Canada. Out éin® is to
test the influence of the legal system in the owhigr structure of Canadian companies; Quebec foperate in the
Franco-Saxon legal system, so ownership concemtratill be high and stockholders own large stakeaifng rights. In
the rest of Canada the distribution of ownershigimilar to the Anglo-Saxon countries with dispersavnership.Our
second objective is to verify if ownership struetum Quebec is similar to the Franco-Saxon coutiiénerefore, we will

compare the ownership distribution of the Quebeudiwith the French firms.
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RESEARCH METHODOLOGY

We have used “stock guide 1996” to collect the narihn@120 Canadian companies. Canada does not lmve a
electronic database that deals with control andersimp. Therefore, we have used three major sowfcegormation to

collect data:
» The financial Post (FP) “ Survey of Industrialsdatsurvey of Mines and Energy Resources” 1996.
» "Liens de parenté entre sociétgfP — links among companies) for the year 1996.
» Stock guide database,’corporate profile” sectioblighed in 1996.

The collected data was treated in two steps:

At the First Stage: Information was crosscheckeer dkie three sources used to identify the majoresimdders
and their stake of control and ownership. Discregaof a maximum of 3% is accepted to keep the nraaswof

ownership and voting power. In case of contradgcaurces the information was treated in phase two.

Phase two: At this stage we have reconciled difiees under sources bye complementary informatiom the
firm’s annual reports and web site. If after doutthecking information data is still unsatisfactome only kept and used
the information of FP. When we constructed our loizse, we have followed the methodology used by Gamh Lang and
Leslie (2001) and La porta, Lopez-De-Silanes andir&in Shleifer (1999). We divided this sample int@otgroups
according to the company city. We ended up with tatabases. One included a sample of 151 compfori€duebec.
The other database had 833 companies for the feé3amada Data collection was made in two stages: We stabie
identifying the owners, and then we checked stakealiculating their voting right and their ownershights.

We have imposed two restrictions to our samplehase excluded the firms affiliated to foreign comies’ and

the companies with anonymous shareholders, bes@isannot identify their ownership.

We have traced back the ownership for every compés only kept shareholders who control at leastd%
voting rights. In many cases the controlling shaléérs are corporate entities or financial insiitu$. In this case, we

identified their owners until we encounter an indial shareholders or a company.

The ultimate shareholder differs from major shalééis because part of his controlling power is riech.
Furthermore, a major shareholder can be contrdilgdthe ultimate shareholder cannot be controllgdahother entity

because he is on the top upper end of a contradliagn of firms.

If the controlling shareholder is a unlisted compahen we consider the company to be fafiigntrolled (with

the exception of companies controlled by unlistedhricial institutions). Finally, we have not digfinshed among

* We have excluded from our sample the companigsdilanot have a headquarters location. From tfiiily selected
1120 companies 984 were held for this analysis.

®> A company is considered to be foreign if the fgneéntity (company, financial institution, indiviai} owns over 50% of
voting rights in this company.

® This choice is made because we cannot identifytineers of unlisted companies. We note that thiegualure alters our
ownership measurements.
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individuals and families in the study of ownershallowing previous studies, we look at sharehadeho control over
10% and 20% of vote.

The definition of ownership and control is relateccash flow and voting rights respectively. These measures
may differ because of the use of dual-class shaygamiding structure, and cross-holdings; if arshalder holds dual-
class shares, he will be able to control a larggkesthan what he owns. We define a pyramid asniity €a family or a
company) that holds voting rights of one corpomatihich in turn owns another corporation, and soF®r instance, if a
family controls 20% of company X, witch control 158another company Y, then we should say thafahely have 3%
( we calculate it by multiplying both ratios, 20%6%) of the ownership rights and 15% (The minimurtween the two
voting rights, Min(20%.15%)) of the control rigla§the company Y.

If in addition, the same family controls directl¥e50f the voting rights of firm Y, we will have credoldings.
Then the family owns 8% (the sum of the productshef ownership stakes along the two chains (3%+%4) control
20% of firm Y (the weakest links along the two afsof voting rights (15%+5%))

By defining the ultimate shareholders, we distisgubetween two levels of control. The controllitnguholder
is considered an ultimate owner at 10%, if he oawar 10% of the total voting rights, and he is atemsidered to be
ultimate at 20% if he owns over 20% of total votimghts. If a company has two shareholders : ortberh owns 15% and
the other owns 25% of voting rights, we considext tthe company has two ultimate owners at a 10%offuevel of
control and only one at 20% cut-off level. If oretbther hand there is not a shareholder who owas 20% of voting

rights, then we would say that the company is widelld at 20%.

As a result we have classified two categories mifidi ; the ones that widely held and the other attlfeast one

ultimate owner (holding directly or indirectly 1086 20% of voting rights).

The classification of ultimate shareholders isdiad into 5 categories: 1- Families or individu&isthe state, 3- a
widely held financial institution, 4- a widely hetabrporation, or 5- a miscellaneous investors @ith a voting trust, a

cooperative, a minority foreign investor ...). Theighles used in our study and their definitionslested in the table 1.
Findings

Our sample includes 984 Canadian companies of wtidhfrom Quebec and the other 833 companies ane fr
the rest of Canada. Our definition of ownership aadtrol is related to the ownership right and wgtrights held by the

ultimate owners.

In section one, we will analyze the collected datd we will answer the question: “who controls frin Quebec
and in the rest of Canada?” We will use the metlagoof La porta, Lopez-De-Silanes and Andrei Sble{1999). We
will find out if the company have ultimate ownetstlae two levels of control of 10% and 20%. Finallye classify these
ultimate owners in the categories stated previo(fily, financial institutions, widely held corpations, state, or

miscellaneous)

7 A family is considered as an ultimate sharehotdexompany Y in both cases.
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Our results showed that only 16.91% and 18.19%rwisfare widely held in Quebec and in the rest ah&la.
Families control 60.29% of firms in Quebec and 9%68n the rest of Canada, at the 10 percent Iaes proportion is at
38.27% in the USA, 38.3% In Eastern Asian and 5%.24 Europe. These results show that there a femiligs control
the majority of firms in Canada. This finding confis the results of Faccio and Lang (2000) and Liapdopez-De-
Silanes and Andrei Shleifer (1999). The controlfafilies over US companies is less important wheispersed

ownership is high.

The separation of control and ownership contribatdhe agency problems between shareholders andgesmin
widely held firms. In the companies with a concatéd ownership, agency costs oppose major to nshareholders.
Separation of ownership and control is higher whwn ultimate owners use dual-class shares, pyraamndsa cross-
holding. In our study we look and identify theseamg to achieve separation in Quebec and Canadaudehef a dual

class shares in Quebec is equal to 16.30% whigel®.75% in the rest of Canada.

Pyramids are used to gain control of 31.85% ofgiimQuebec and 34.11% in the rest of Canada. Qudigs
is equal to 9.63% in Quebec and 7.23% in the re§amada. Our study is organised in this way: k& first stage, we
analyzed the distribution of ownership of compamieQuebec and the rest of Canada. Then, we stilédize effect on
ownership distribution. Later, we will describe tiieans to achieve separation; the aim of this aisaly to identify the
power of majority shareholders to expropriate miiyaghareholders. At a later stage we will study thle of the second
ultimate owner in controlling the opportunisticagigies of the first ultimate owner of CompanieQurebec and in the rest

of Canada. Finally, we will summarize our findingsconcluding this paper.
The Distribution of the Ultimate Ownership in Quebec and in The Rest of Canada

The distribution of ownership and the identificatiof the nature of the ultimate owners are showiabie 2
according to the two levels of control. We notedttti6.91% (35.29%) of the companies in Quebec adely held
compared to 18.19% (36.52) in the rest of Canadd®% (20%). This concentration in Quebec and tke & Canada is
very high. The student test does not show a sigmifidifference between ownership distribution ireQec and the rest of

Canada.

Gadhoum, Lang and Leslie (2001) found that the corigs in USA have a dispersed ownership. In Carada,
results are very close to the ones found by Faanib Lang (2000) for the Eastern Asia and in WesEarrope firms.
These authors reported that 19.75% of firms in&tasAsia and 15.13% in Western Europe are widelg. he

Families represent the highest category of ultineateers. They control around 60.29% and 55.89%rofsfin
Quebec and in the rest of Canada, respectivel\0% tut off. The percentage jumps to 43.38 and 44,2fhen we
consider a 20% level of control for Quebec andrtdst of Canada respectively. Our results are ssedo the findings of
Faccio and Lang (2000) for the ratios in Europaemd (54.24% (43.88%) at 10% cat off (20%)). Latpptopez-De-

Silanes and Andrei Shleifer have found that famsitientrol 20% of US companies.

In our sample, widely held financial institutionntml 15.44% (6.56%) of firms in Quebec at 10% (3@t off.
In the rest of Canada we find a similar result, eljdheld financial institutions control only 17.708b firms, at 10% cut
off. Financial institutions control 13.31% of firm®ting rights in Quebec and 15.29% in the resCahada. Financial

institutions play a minor role in the control of €pec and the rest of Canada firms. In UK, finanitiatitutions control
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32.64% of companies (Faccio and Lang 2000).

State controls 4.41% (2.21%) of companies in Quelneic4.13% (1.55%) of the companies in the re§asfada,
at 10% (20%) cut off. Faccio and Lang (2000) hauenfl the same results for France with a ratio 8% at 10% and
5.11% at 20% cut off. In UK, the state control 081§9% (0.09%) of the companies at 10% (20%) dut of

The Canadian political authorities’ interventiorfisquent aiming to regulate markets and to coritrelnational

economic aggregates. However, in UK and USA intetioe is less frequent.

Widely held corporation represent an important lak ultimate owners in Quebec and in the rest ahdda
compared to USA. Widely held corporations contrbl76% of Quebec firms and 11.85% of the rest ofa@anfirms,
against 4.46% in USA, at a 10% cut-off.

This first analysis shows that the structure of emhip in Canada is very concentrated and famdigs the
majority of companies. The major shareholder wiresdontrol in front of the other owners, so thisiaion allows him to
expropriate easily the minority shareholders. Ttoeee ownership distribution in Quebec is similarthe rest of Canada.
There is no significant difference if we apply tiest ofstudentto compare the results among the different grafpsur

study.

In the USA and in UK, families control also a greaimber of companies but the concentration of oslipris
less important than in Canada. Ownership of congzaisi more dispersed and we not observe a detesftenfarge control

bloc.

In France, Faccio and Lang (1999) found that 6.264000%) of companies are widely held and famidiestrol
70.44% (64.83%) of firms at a 10% (20%) cut-off.

Results found in Quebec and rest of Canada, aferelit than those of France and USA. Even thougiadais
considered to be an Anglo-Saxon country, its comizaownership distribution is more concentratedntiirathe Anglo-
Saxon countries. Furthermore ownership structur®umebec is different that in Franc&ccording to student test, the
difference between ownership in France and in Québesignificant. We can conclude that the legaiteymn does not

explain ownership distribution in Canada.
Size Effect Impact on Concentration

Demsetz and Lehn (1985) showed that the size ofdhgpany is inversely related to concentration. fdi® of
capital-stock necessary for an effective contrardases when the size of the company increasea. rAsult, when the
shareholders are individuals with less resourcek lagher diversification needs than those of corigmnwve expect a
negative relationship between the size of the caompad concentration. We have used the mean dfassats (calculated
from the data found in « stock guide » and in «ldsmope »). We have divided the sample of companidsgroups: the

large ones, the medium sized companies, the smalffree smallest ones. The results can be checkadlimthree.

Consist with previous studies, we have found thatdize of companies influence concentration. THo@grtion
of widely held firms is higher for large companiasd smallest for the small ones at 10% and 20%offuevel. In

Quebec, 32.14% of the large companies and onl\@8 Glthe smaller ones are widely held.

Also, we find that the family controlled firms dease when the firms size increase. 32.14% and %6fdBthe
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largest companies in Quebec and the rest of Camageactively are family controlled. Then family tatled 78.26% and

65.38% of the smaller companies of the sample,uali@c and the rest of Canada, respectively.

Our results for Quebec and the rest of Canadaleresame; according to ttstudent testhe different is not
significant. The only difference noticed is for thiate control; the Government controls 14.29%heflarge companies in

Quebec and only 4.29% in the rest of Canada.

Ownership distribution in Quebec and in the restCafnada stays alike even if we classify our sangfle

companies according to their size.
Means To Achieve Separation of Ownership and Contto

This section deals with the mechanisms used toemehseparation between ownership and control. Hdl t
mechanisms that affect the separation of contrminfownership like dual-class shares, non-votingeshapyramidal
shareholding, cross holdings, reciprocal holdingd &amily manager are summarised in table 4. Irfaronity with the
prevailing studies, we noted that the degree ofatfiem of one share-one vote with the use of midtiwting shares and
non-voting shares is generally small in Quebeciarttie rest of Canada. We find that only 16.30%3086) and 5.93%

(7.36%) of the companies in Quebec (in the re§tarfada) use respectively, dual class shares andatimg shares.

The ratio of votes O=20%C allow us to detect thieaté of the use of different types of shares #rilting
separation of ownership and control. This ratio sneas the minimal proportion of ownership rightsessary to control
20% of voting rights in each company. We foundteoraf 18.28% in Quebec and a ratio of 18.32% far test of Canada.
This ratio is equal to 19.19% for UK and 19.32 t8A.

Agency problems between minority shareholders amgonty shareholders are caused by the separation o
ownership and control in the concentrated firmsisTdeparation is strong in Canada. Pyramids ard bge31.85% of
firms in Quebec and 9.63% of the ultimate ownersthe cross holdings to control firms. In the @&sCanada, pyramids

and cross-holdings are used respectively, to gaitral of 34.11% and 7.23% of listed companies

Our results for Quebec and the rest of Canadaigméisantly higher than in USA where the pyramatsd cross
holdings are used only in 8.52% and 1.15% of lidteds®. In France, the use of pyramids and cross-holdiadess
important than in Canada. Faccio and Lang (199pdrted that pyramids and cross-holdings are useli7ii5% and

2.99% in France respectively.

A shareholder can reinforce its position in the pany, if he is the only ultimate owner of the fitn if he
manages directly his company. In our study, we heted that 39.71% of the companies in Quebec hare than one
ultimate owner and in 84.48% (81.03%) of family tofted firms, manager is from a controlled faméity10% (20%) cut-
off level. In the rest of Canada, 36.90% of the pames have more that one ultimate owner and 75.&264%) of
family controlled firms are managed by one of theember. There is no significant difference in they that families
control firms in Quebec and the rest of Canadaggdly, families do not like to delegate managentmtause they are

the founders of the company.

8 According to Gadhoum, Lang and Leslie (2001)
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In Quebec and the rest of Canada, the majoritistéfd firms are controlled by only one ultimate @wnrhe role
of the other shareholders does not exist, and &xgmopriation of the minorities is easier. At tlgeint, there is no

significant difference between Quebec and theakeSanada.

The ultimate owners use the means to achieve d&pata gain control and expropriate minority straielers.
The legal system in Anglo-Saxon countries protecthre interests of minority shareholders and disag® expropriation
does not explain the behaviour of the ultimate asinip in Quebec and the rest of Canada; Accordirte results found
by Faccio and Lang (2000), Gadhoum, Lang and L€20€1), we noticed that the use of separation sw@aCanada is
higher than the USA and Ut this level, the difference is very significant.

Separation of Ownership and Control and Means of Egropriation

In the previous section, we have showed how theafisgyramids, crossed and reciprocal participatoml
multiple voting shares contribute to the separatimtween ownership and control. Table 5 explaingdetail this
separation. We have divided our sample in 3 grobpmily owned companies, state owned firms, amdgicontrolled by
widely held financial institutions. Our aim is tadw who every type of ultimate owner uses mearactieve separation

in order to expropriate minority shareholders.

We reported the use of pyramid in 37.93% (42.01#4umily owned companies, 0% (58.33%) of state omled
companies and 46.15% (50%) of the companies cdedrdly widely held financial institutions in Quebguo the rest of
Canada). The behaviour of the three groups seeims similar, and we cannot confirm the use of medrsgparation in a
group of companies compared to the others. Atdtaige, the ultimate owner’s nature does not explaruse of means to

achieve separation.

The previous method is limited in analysing theahatur of the different types of ultimate ownerseTexistence
of a second ultimate owner in 33.33% of a statdérotiad companies and 53.85% of companies conttdiie widely held
financial institutions in Quebec influence the wgic decisions inside the company. This secorichate owner is, in
most of cases, a family. So, the Results foundaxghe behaviour of state and financial institasicand families too.
Families found in the chain of control influence thehaviour and the strategic decisions of therathareholders in the

company.

Table 6 explains in detail the expropriation sijés used by every type of ultimate owners aloresuRs show
that the use of pyramids, and the cross-holdinggisest in the family owned compared to the otipes of firms ; When
pyramidal structure is present, 69.77% (64.02%hefcompanies are family controlled, 23.26% (23.8&% controlled
by widely held financial institutions, 9.30% (11%% are controlled by widely held firms and 6.98%6%0) are state
controlled in Quebec (in the rest of Canada) at X#off level of control. At 20% level, familiese@aalways the most

type of ultimate owners using means to achieversgéipa between ownership and control.

We noticed that a second ultimate stockholder isenmresent, in Quebec and in the rest of Canadanwh
separation means are used; we report that apprtetymiaalf of the firms using pyramids have morentteme ultimate
owner at 10% cut off level. The second stockhoidgoresent when the first one uses separation mgamamids and

cross-holdings) in order to fight against opporstinistrategies leading toS expropriations.
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At a 20% level, the presence of a second stockhgloes down drastically to reach a ratio of 21.G5% 16.20%
of the companies using pyramids in Quebec and énrést of Canada respectively. At this level oftodn the first
shareholder gains more control compared to theofestareholders by using additional means to &etseparation, so the
second ultimate owner will be prevent from using bontrol power and will, and in the end will bepepriated. We
report that the first ultimate owner using pyranhidesnership has 39.03% (42.63%) of voting rightshwonly 27.03%
(31.88%) of ownership rights in Quebec (in the mefsiCanada). However, the second shareholders bale8.14%
(7.88%) of the ownership rights and 14.20% (12.7%he voting rights of Quebec (rest of Canadai$i.

The great difference between the control of thet firltimate owner and the second ultimate ownethim
Canadian companies is due to the using of seveeahmto achieve separation. These means are ubebyothe first
owner giving him the possibility to expropriate thenority shareholders. The results for Quebecvarg similar to the
ones in the rest of Canada. We cannot find sigmificlifference between the two groups in this stuthe use of the
separation means is very frequent. Only the filSinate owner of the company has the effective drdnd has the

possibility to expropriate and increase his wetdtthe disadvantage of the other shareholders.

Gadhoum, Lang, and Leslie (2001) showed that in U#varation between ownership and control is wWEh&.
use of pyramids, cross-holding and reciprocal-mdj does not target expropriation of minority shatders but aims a
diversification strategy; Large companies, parthi$ diversification strategy, buy other comparbetonging to different
industry sectors.

Our results show again that the legal system inAhglo-Saxon countries does not explain the ussepfration

means, in Canada.

In Quebec, as in the rest of Canada, expropriaifportunities are available to the majority of camies. As a
result, legal constraints are absent to fight agja@rpropriation of minority shareholders. The legatem in Anglo-Saxon
countries is not applicable in the rest of Canatth@oes not explain how ownership is distributadaddition, the results
found for Quebec are significantly different thdrode of France. This proves that the legal systeas dhot explain

ownership distribution of Canadian companies.
Expropriation and the Role of the Second Major Stokholder

The separation between ownership and control dnn&ito the agency costs. Shleifer and Vishny (188dwed
that in the USA firm’s agency costs arises fromflicis between managers and atomised shareholdersever, in other

countries, agency costs are generated among nyagoidt minority stockholders.

In table 7 we present several measures that capxprepriation effects in Quebec and in the restafhada. The
use of Pyramids, cross-holdings, reciprocal-holglingd deviation from one share-one vote, contributihe separation
between ownership and control. We find that thet filtimate shareholder own on average 29.64% ofeoship rights and
controls 36.48% of voting rights of a Quebec firdrsthe rest of Canada, we find the same resuitsfitst shareholder

owns on average 30.54% of ownership rights and438.af voting rights.

According to Gadhoum, Lang and Leslie (2001), owhgr and control in USA, are lower than in Candtia;
ultimate shareholder owns on average 14.61% of cshiferights and 16.01% of voting rights of firnis.the same way,
Faccio and Lang (2000) reported that the firsteshaider controls on the average 18.65% of votights in UK.
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The ratio of ownership rights to voting rights m&®s the degree of separation between ownershig@mtdol.
We noticed that separation means in Quebec areatine as in the rest of Canada, the ratio of owipefgtontrol is equal
to 0.72 in Quebec and 0.77 in the rest of Canalis. fatio is equal to 0.9 in USA, 0.863 in UK an@3®in France. These

results show a higher separation in Canada than, U8Aand France.

The first shareholder in Canada benefits from ssjmar means and therefore gains more control cosaptar his
ownership rights. This allows him to expropriatenori shareholders and take advantage of his posititine company by
benefiting from inter company transaction withie tjroup. In the Anglo-Saxon groups (USA and UK)asafion is weak,
the opportunities of expropriation are less presemtl the probability of having manager from a oaltihg family is less
likely. This confirms the hypothesis presented IWeer and Vishny (1997). They claim that, in US#gency costs are

between managers and dispersed owners. In Camade, dgency costs are between minority and maghéyeholders.

Gomez and Novaes (1999) show that it is possibt®itrol the opportunistic strategy of the firstimbhte owner
of a company if there is a second ultimate shadsro] by holding more voting rights, the secondmdte owner is
entitled to assist at extraordinary meetings oftihard and can protect his interests against exiatam. Table 8 shows
that in Canada, the second shareholder cannot mirexgropriation. Statistics show that when theremore than one
ultimate owner, the control of the first ultimatevieer represents on the average 1.78 times the atarftthe second

ultimate owner, in Quebec. This ratio is equal @7Xor the rest of Canada.

In Canada, only the first ultimate owner uses mdanschieve separation and benefits of those meagsin

control over the other shareholders of the firmssTeature permits him to expropriate easily thearity shareholders.
CONCLUSIONS

Our study of ownership distribution of companiesQuoebec and in the rest of Canada shows that imdzan
ownership structure is very concentrated. Famdasrol the majority of the firms and the ownersisipery concentrated.
As opposed to the study realized by Berle and Mdd882), we have found that the investors do natk sesk
diversification by investing in different stockswvestors aim to increase their control in their @smpany using different

means to achieve separation and expropriate mynshiareholders.

Our results show that ownership structure of Qudliets that are operating under a Franco-Saxonl lggetem
is similar to the ownership structure of the rés€Canada firms operating under an Anglo-Saxon lsgatem. Gadhoum,
Lang and Leslie (2001) showed that the legal systgphains the distribution of ownership structufecompanies in the
world. They showed that the Anglo-Saxon countriageha strong legal system that protects the irtter@sminority
investors and prevents them from being expropriafdids situation explains the lack of owning a Empntrol bloc by
firm’s shareholders. The majority of companies $tidherefore have a dispersed ownership. On therdtand, we have
the Franco-Saxon countries with their inefficiemgadl system; companies are controlled by a limitechber of families
witch appoint one of their members as manager. &prently, the possibility to expropriate minorityaseholders and
accumulate wealth to the disadvantage of the athareholders is high.

Our results for Canada show that the legal systees ot explain ownership distribution in Quebed anthe
rest of Canada; despite that these two groupsnflteenced by different legal systems, they stiNdahe same ownership

structure. Our results do not show a significaffedénce in firm’s ownership for the both groupswi@rship in Quebec
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and in the rest of Canada is concentrated. Firegantrolled by at least one ultimate owner haviregmajority of voting

rights of the company.

The ownership in Quebec and in France is signiflgadifferent. All over Canada, investors have teme
behaviour and companies have the same cultureeTdrerno similarities with France. This segregalietween Quebec
and the rest of Canada does not bring new measggiain investor’'s behaviour in Canada. Community tanguage
difference does not affect ownership distributioncompanies in Quebec and in the rest of Canadas&pently,

independence of the two markets is not an issue.

According to Gadhoum, Lang and Leslie, Canada ig\aglo-Saxon country with a good legal system like
USA. However, our results for the rest of Canadanaioconfirm their study: We have found that owhgrdistribution is
different than in USA and in UK. Ownership distrilmn in the rest of Canada is very concentrated @weduse of
expropriation means is frequently use by ownerlaigfe control blocs. For Quebec, our results affergint than France.
In our study, we have compared Quebec to the feSGapada and the rest of Canada was compared tdSkheand UK
and Quebec was compared to France. This allowetb asalyse the influence and the effect of the lleyatem on
ownership distribution. In each comparison thera isignificant difference. Therefore, the legaltsgs cannot explain

ownership distribution in Canada.

We can conclude that the legal system cannot exmamership distribution in Canada. Firm's ownepshi

structure in Canada is different than in the An§lxon and the Franco-Saxon countries.
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Table 1: Definitions of the Variables

Variables Description
A company is considered to be widely held if thened shareholders how owns more than 10%
(20%) of voting rights

=1 if the firm is widely held

=0 other

The ultimate shareholders is an entity (an indigldar a widely held firm) owning more than
10% (20%) of the voting rights of the firm.

A company has a concentrated ownership if it hdsaast one ultimate owner.

Widely held

Ultimate owner

Concentrated =1 if the company has an ultimate owner.
ownership
=0 other
. =1 if the ultimate owner is an individual
Family —
=0 other
=1 if the ultimate owner is a municipal, provincaalfederal authority.
State
=0 other
Widely held =1 if the ultimate owner is a widely held financiastitution.

financial institution =0 other

=1 if the ultimate owner is a widely held firm.
=0 other

=1 if the ultimate owner does not belong to thevjunasly listed categories : i.e. union, foreig
Miscellaneous minority investor owning less than 50% of votinghis.

=0 other

A company is considered to be foreign when over 50%s voting rights are controlled by a
foreign shareholder.

=1 if the ultimate owner is a foreign company.

=0 other

Are a multiple voting stocks.

Dual class shares |=1 If the company uses a dual class share

=0 other

Shares with no voting rights.

Non voting shares |=1 If the company uses no voting shares.

=0 other

Widely held firm

=]

Foreign company
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Table 1 (Continued)

Variables Description
Ratio de vote This ratio measures the minimum proportion of désh right allow 20% of voting rights.
0=20%C

This ratio is equal to 20% if the company do na mailtiple voting shares nor non-voting
shares.

Presence of a second
ultimate owner

=1 if there are at least two ultimate owner thattoal the company.
=0 other

Ownership of the first
ultimate owner

Is equal to the cash flow rights owned by the fil§imate owner of the firm.

Control of the first
ultimate owner

Is equal to the voting right owner by the firstimlate owner of the firm.

Ownership of the
second ultimate owner

Is equal to the cash flow rights owned by the sdadtimate owner of the firm.

Control of the second
ultimate owner

Is equal to the voting right owner by the seconimate owner of the firm.

This happens when a firm own one corporation windiurn holds the stock of another.

Pyramidal structure
(%)

=1 if the ultimate owner controls the company tlgloa pyramid.

=0 other

This happens when a company further down the asfatontrol has some shares in anoth
company in the same business group which in tunmsa@ompanies in the chain.

Cross-holdings (%)

=1 if the ultimate owner controls the company tlyioa cross-holding

=0 other

This is when an entity X controls another Y whinhurn hold a voting rights in company

Reciprocal-holdings
(%)

=1 if there’s a reciprocal-holding trough the fisxthain of control .

=0 other

Manager from the

=1 if the family controlling the company designeaf its members in the direction board

controlling family

O=other

Institutional investors

This is proportion in control rights owned by fircdal institutions

Concentration

Is the sum of the 5 first blocs of control

Table 2: The Distribution of Control in Publicly Tr aded Companies in Canada and in Quebec

Widely CiateE . W|Qely I-_Ield Institution GIEIEhy Miscel
rated | Famil Financial Held
Held o % Instituti al Ei State (%) | laneou
(%) wners y (%) nstitutions Investors irms s (%)
hip (%) (%) (%)
10% Cut-off Level of Control
(I\QISES%EC 16.91 83.82 60.29 15.44 13.31 11.76 4.41 13.24
EQ;I%DA 18.19 80.77 55.89 17.70 15.29 11.86 4.13 10.48
t -0.36 0.84 0.96 -0.64 -0.80 0.49 0.15 0.95
20% Cut-off Level of Control
(I\QISES%EC 35.29 63.97 | 43.38 9.56 13.31 11.76 2.21 5,88
C'f‘NADA 36.52 62.58 | 41.27 10.85 15.29 9.31 1.55 4,28
N=775
t -0.27 0.31 0.46 -0.45 -0.80 0.92 0.56 0.83

er
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Table 3: Size Effect on Concentration

Nt | s o5 | ets s | s 5 | v 57 | s
Widelyheld (%) | 1691 | 1810 | 036 | 3214 | 2043 | 1224 | 1054 | 1471 | 042| 2174 | 1618 | 065 | 870 | 1846 | 115 | 196 | 081
Presenceof a
secondultimate | 3971 | 3690 | 062 | 2857 | 2643 | 023 | 4615 | 4265 | 033 | 3478 | 4338 | 077 | 4348 | 3615 | 067 | 072 | 106
owner (%)

Family (%) 6020 | 5589 | 096 | 3214 | 4643 | 130 | 5077 | 3588 |240%| 5217 | 6444 | 112 7826 | ss3s | 121 | 679 | 446
Widely beld
fmancial 1544 | 1770 | 064 | 1786 | 1857 | 0088 | 760 | 2050 |-155| 870 | 1765 |-1.07| 1739 | 1385 | 044 | 065 | 072
(%)
Wﬁ)dd(}:/ll)eld 1176 | 1185 | 049 | 714 | 791 | 014 | 000 | 956 |-165| 1739 | 1250 | 062 | 1304 | 1231 | 01 |17 |07
State (%) 441 | 413 | o015 | 1420 | 420 | 206* | o000 | 294 |.088| 000 | 662 [-127| 000 | 231 | 073 |384¢| 125
?,?;m"“”‘ 1324 | 1048 12.86 11.03 17.39
Nt | s o5 | neis s 5 | s N B
Widelyheld (%) | 3520 | 3652 | 027 | 3920 | 3500 | 122 | 3462 | 2041 |053| 3478 | 3603 |-011| 2174 | 4000 | -167 | 061 | 112
Presenceof a
secondultimate | 17.63 | 1580 | 062 | 3000 | 3193 | 084 | 2308 | 2220 [oo0e | 870 | 2279 |-134| 274 | 1077 | 147 | 066 | 072
owner (%)
Family (%) 4338 | 4127 | o046 | 2857 | 3643 | 070 | 3769 | 4350 | 113 | 3043 | 4815 | 00| 5217 | 4538 | 060 | 1.87 | 148
Widely el
fimmeial 956 | 1085 | 045 | 1786 | 1214 | 009 | 384 | 936 |-093| 433 | 1176 |-106| 1739 | 1000 | 104 | 138 | 023
(%)
i ’dd(ﬁ%eld 1176 | 931 | 092 | 714 | 809 | 018 | 1134 | 775 |o063 | e70 | 1143 |39 1739 | a1 | 085 | 040 | 057
State (35) 221 | 135 | 036 | 714 | 143 | 182 | 000 | 147 |202¢| 000 | 294 |-083| 000 | 769 | 042 | 177 | 080
Miscellaneous 588 428 0.83 0.00 5n -130 7.69 441 070 | 13.04 222|255 0.00 388 096 | 212|073

Ga)

* significant at 5% ** significamstt 1%

Table 4: Means to Achieve Separation

0=20%C 18.28 18.32 -0.085
Non-voting shares (%) 5.93 7.36 -0.594
Dual-class shares (%) 16.30 15.75 0.163
Pyramidal structure (%) 31.85 34.11 -0.511
Cross-holdings (%) 9.63 7.23 0.973
Reciprocal-holdings (%) 2.22 2.84 -0.406
Presence of a second ultimate owner (%) 39.71 36.90 0.623
Manager from a controlling family

(%) (level of control at 10%) 50.37 43.67 1.45
Manager from a controlling family

(%) (level of control at 20%) 40.74 33.98 1.52

* significant at 5% ** significamit 1%

Table 5: Means to Achieve Separation between Contrand Ownership According
To the Type of the Ultimate Owner At 20% Level of @ntrol

0=20%C . . . . 24 -1.1 . .
Non-voting shares (%) 12.07| 11.29 0.172 0.00 16/670.721 0.00 10.71 -1.236
Dual-class shares (%) 17.24 22.5[ -0.9p4 33.33 8}331.110 38.46 22.62 1.229
Pyramidal structure (%) 37.93 42.01 -0.5718 0.00 338, -1.908 | 46.15 50.00 -0.256
Cross-holdings (%) 15.52 10.34 1.151 0.0D 16J67 72D.| 23.08 11.90 1.096




Reciprocal-holdings (%)

3.44

5.02

-0.514

8.33-0.486

0.690

Presence of a second ultimate
owner (%)

30.51

29.25

0.195

33.33]

25.00

0.273

24 7405

Manager from a controlling
family
(%) (level of control at 10%)

84.48

75.47

1.497 0.

-0.931

J19  5@.0

Manager from a controlling
family
(%) (level of control at 20%)

81.03

72.64

1.339 0.

-0.721

L4 50.8

* Significant at 5% ** Significant a4

Table 6: The Means to Achieve Separation between @wol and Ownership in Canada and in Quebec
(the Sample is Classified According to the Use ofyPamids and Cross-Holdings)

USA USA t USA
Concentrated firms at 10% |71.93 68.11 0.81 18.42 21 76 -0.80 6.65 6.90 1.03 .26 5 4.79 0.22
Presence of a pyramid 69.77 [64.02 | 0.731 | 23.26 | 23.86 -0.08f 9.30 11.74 46€). [6.98 5.68 0.334
Presence of cross-holdings |69.23 | 60.71 | 0.564 | 23.08 | 21.483 0.12§ 0.00 16.07 551.5415.38 | 3.57 1.651

Concentrated firms at 10% |29.64 [30.54 | -0.366 | 36.48 | 38.14 -0.66y 7.23 7.06 69.1{10.11 |9.74 0.307
Presence of a pyramid 27.03 [31.88 | -1.137 | 39.03| 42.63 -0.899 8.14 7.8 46.1(14.20 |12.71 0.689
Presence of cross-holdings [42.17 |34.70 | 0.832 | 55.11 | 49.99 0.611] 12.24 814 11.1117.35 |15.74 0.348

Concentrated firms at 10% |47.37 [45.69 | 0.331 | 18.03 | 18.06 -0.041L 7.08 8.63 48.516.81 |17.09 -0.072
Presence of a pyramid 62.79 [51.14 | 1.420 | 17.31| 1852 -1.714 6.98 6.06 (00.2330.23 | 23.48 0.953
Presence of cross-holdings [53.85 [48.21 | 0.361 | 16.66 | 18.32 -1.104 7.69 8.93 4@.138.46 | 17.86 1.630

* significant at 5% ** significant at 1%

Table 6 (Continued)

Concentrated firms at 10%

50.8849.04

0.36

11.40

13.12

-0.50

10.6]

N

7.2‘.

1.24

2.63

921

0.50

Presence of a pyramid

51.1650.76

0.049

13.95

15.9]

-0.326

11.3 10.

0.258

00 0.

2.65

-1.079

Presence of cross-holdingg

Concentrated firms at 10%

69.23

29.64

Presence of a pyramid

27.03

Presence of cross-holdin

42.17

Concentrated firms at 10%|21.0519.20 |0.459 | 18.03 | 18.0§ -0.041| 7.0§ 8.68 -0.545 816. |17.09 -0.072
Presence of a pyramid 30.2325.86 |0.602 | 17.31 | 1852 -1.714| 6.9 6.060 0.230 2330. |23.48 0.953
Presence of cross-holdingg53.8535.71 |1.202 | 16.66 | 18.33 -1.104| 7.69 893 -0.140 4€38. |17.86 1.630

* significant at 5% ** significant at 1%



Table 7: Expropriation in Canada and in Quebec at 0% Cut-Off Level of Control

(OO/\(/)\;nershlp of the first ultimate owner 29.64 30.54 -0.366
g;;a control of the first ultimate owner 36.48 38.14 -0.667
Ratio of ownership over the control of

the first ultimate owner 0.84 0.82 0.57
Ratio of ownership over the control of

the second ultimate owner 0.72 0.77 -0.698
Ratio of control of the first ultimate

owner over the control of the second 1.78 2.07 -1.075
ultimate owner

Concentration (the sum of the five first

blocs of control) 49.97 51.70 -0.602

* significant at 5% ** significant 4%

Table 8: Ownership Comparison between Quebec and &nce (Faccio and Lang 2000)

Widely held at 10% 16,91 6,26 3,837**
Family at 10% 60.29 70.44 -4,925**
State at 10% 4.41 5.17 -0,577
Widely held financial

institutions at 10% 15.44 14.60 1,275
Widely held firms at 10% 11.76 2.66 3,397**
Miscellaneous at 10% 13.24 0.86 6,265*1
Dual-class shares 16.30 2,64 7,245%*F
Pyramids 31.85 17,75 5,117**
Cross-holdings 9.63 2.99 3,679**
Reciprocal-holdings 2.22 0 5,57**
Ownership of the first

ultimate owner 29,64 46,68 (6,724)™
Control of the first ultimate|

owner 36.48 48.32 (7,4)*
Ratio of ownership over th

control of the first ultimate 0.72 0.93 -3,15**
owner

Ratio of ownership over th

control of the second 1.78 0,9407 0,825
ultimate owner

* Significkat 5% ** Significant at 1%




