








Appendix I: Filing requirements for large shareholders

The Securities Exchange Act of 1934, rules 13d-1 to 13d-6 (§240.13d) contain the filing requirements for
large shareholders. Any individual or group that has acquired a beneficial stake of 5% or more in a class
of equity is required to file the form SC 13D. However, it is important to know that not all large
shareholders file a form SC 13-D. A select category of “persons” such as banks, brokers and dealers, and
insurance companies can file an abbreviated form, the SC 13G, that does not require such detailed
disclosure. Item 4 of form SC 13-D requires the filer to disclose his intentions with respect to the
company. Item 4 is quite specific and lists 10 different actions of a large shareholder that would require
disclosure:

(a) The acquisition by any person of additional securities of the issuer, or the
disposition of securities of the issuer;

(b) An extraordinary corporate transaction, such as a merger, reorganization or
liquidation, involving the issuer or any of its subsidiaries;

(c) A sale or transfer of a material amount of assets of the issuer or any of its
subsidiaries;

(d) Any change in the present board of directors or management of the issuer,
including any plans or proposals to change the number or term of directors or to
fill any existing vacancies on the board;

Any material change in the present capitalization or dividend policy of the
issuer;

(e)

(f) Any other material change in the issuer's business or corporate structure
including but not limited to, if the issuer is a registered closed-end investment
company, any plans or proposals to make any changes in its investment policy
for which a vote is required by section 13 of the Investment Company Act of
1940;

(g) Changes in the issuer's charter, bylaws or instruments corresponding thereto or
other actions which may impede the acquisition of control of the issuer by any
person;

(h) Causing a class of securities of the issuer to be delisted from a national
securities exchange or to cease to be authorized to be quoted in an inter-dealer
quotation system of a registered national securities association;

(1) A class of equity securities of the issuer becoming eligible for termination of
registration pursuant to Section 12(g)(4) of the Act; or

(j) Any action similar to any of those enumerated above.
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Appendix II: Variable definitions

The corporate variables used in this paper are defined as follows:

Investment policies

Investment is capital expenditures (Compustat item 128) over lagged net property, plant, and
equipment (Compustat item 8).

Number of acquisitions is the total number of acquisitions in the fiscal year.
Number of diversifying acquisitions is the number of acquisitions per fiscal year in industries
other than the one of the acquirer. Industry affiliation is measured by the Fama-French 48

industry classification.

R&D is the ratio of R&D expenditures (Compustat item 46) over lagged total assets (Compustat
item 6).

Financial policies

Leverage is long-term debt (Compustat item 9) plus current liabilities (Compustat item 34)
divided by long-term debt plus current liabilities plus book value of common equity (Compustat
item 60).

Dividends/earnings is the ratio of the sum of common dividends (Compustat item 21) and
preferred dividends (Compustat item 19) over earnings before depreciation, interest, and tax
(Compustat item 13).

Cash holdings is defined as cash and short-term investments (Compustat item 1) over lagged net
property, plant, and equipment (Compustat item 8).

Executive compensation

Total compensation is the sum of cash salary, cash bonus, and the Black-Scholes value of options
granted during a fiscal year to the CEO (Execucomp item TDC1).

Salary is defined as the cash salary to the CEO for a fiscal year (Execucomp item salary).

Total incentive compensation is the logarithm of total dollar equity incentives. Total dollar equity
incentives are measured as the dollar amount an executive has at stake from his entire portfolio of
stocks and options for a 1% change in firm value. It is constructed from Execucomp data using
the algorithm of Core and Guay (2002).

Firm performance

Return on assets is the ratio of EBITDA (Compustat item 18) over lagged total assets (Compustat
item 6).

Tobin’s Q is defined as the market value of assets divided by the book value of assets (Compustat
item 6). The market value of assets equals the book value of assets plus the market value of
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common equity (calendar year close (Compustat item 25) times shares outstanding (Compustat
item 199)) less the sum of the book value of common equity (Compustat item 60) and balance
sheet deferred taxes (Compustat item 74).

Control variables

e Cash flow is defined as the sum of earnings before extraordinary items (Compustat item 18) and
depreciation (Compustat item 14) divided by lagged net property, plant, and equipment
(Compustat item 8).

o Total assets is defined as the natural logarithm of book assets (Compustat item 6).
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Table 1

Summary statistics: Large shareholders

The sample is the blockholder-firm panel data set described in section 3. “Activists” are those who announce their intention to influence firm
policies at the time of the block purchase or who are known for activist policies in the past. “Pension funds” include U.S. and international public

and private pension funds. “Corporations” are industrial firms.

“Money managers” provide investment advice/services to high net worth

individuals, foundations, endowments, and so on, but do not sell open-end funds to the general public. “Trusts” are those trusts that cannot be

attributed to an individual.

Number of holdings per blockholder

Blockholder category N of blockholders N of blockholder-years Mean Median 75th percentile = Maximum
Activists and pension funds 23 481 10 3 11 88
Corporations 29 226 4 2 5 11
Individuals 26 218 3 2 3 5
Mutual funds 111 6,810 32 10 27 633
Insurance firms and money managers 119 2,710 13 4 45 185
Hedge funds 10 113 6 3.5 6 20
LBO firms 6 36 2 2 2 4
VC firms 11 195 10 3 11 55
Banks, trusts, and universities 26 334 7 6 8 27
All 361 11,625 16 4 12 633
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Table 2
Summary statistics: Corporate variables

The table reports descriptive statistics for the corporate variables analyzed. The “Blockholder-firm
sample” is the sample used in this paper. See section 3 for further details on the specifics of the
construction of the data set. The “Compustat sample” is a comparison sample of all firms covered by
the Compustat-CRSP merged database during our sample time period 1996-2002. Both samples
exclude financial firms and utilities. All variable definitions are reported in Appendix II. “N” refers
to the maximum number of firm-year observations; not all corporate variables are available for each
firm-year.

Blockholder-firm sample Compustat sample

Mean Median  St.dev. Mean Median  St. dev.

Investment policies

Investment 0.28 0.22 0.23 0.41 0.25 0.48
Number of acquisitions 0.59 0 1.1 N/A N/A N/A
Number of diversifying acquisitions 0.30 0 0.71 N/A N/A N/A
R&D 0.03 0 0.06 0.05 0 0.10
Financial policies

Leverage 0.37 0.37 0.28 0.36 0.32 0.31
Dividends/earnings 0.19 0.05 0.55 0.15 0 0.38
Cash holdings 1.23 0.17 3.39 3.54 0.25 0.58
Executive compensation

Total compensation 5,374 2,716 7,724 N/A N/A N/A
Salary 601 556 300 N/A N/A N/A
Total incentive compensation 1,241 238 6,233 N/A N/A N/A
Firm performance

Return on assets 0.05 0.06 0.11 -0.05 0.02 0.24
Tobin’s Q 2.1 1.5 1.6 2.1 1.3 1.9
Control variables

Cash flow 0.52 0.35 0.94 -0.35 0.27 3.63
Total assets 4,624 1,218 10,317 2,007 194.9 5,703
N 5,778 47,118
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Table 3
Large shareholders and corporate policies: Average blockholder effects

The sample is the blockholder-firm panel data set described in section 3. “Blockholder indicator variable” is a dummy variable that is one if there
is any large shareholder present in a particular firm-year, and zero otherwise. The “Blockholder category indicator variables” are a set of dummy
variables for whether a blockholder from the category is present in a particular firm-year. All other variable definitions are reported in Appendix
II. All model specifications include year and firm fixed effects and time-varying firm-level characteristics. The time-varying firm-level control
variables included are lagged Q, lagged cash flow, the lagged logarithm of total assets, and return on assets. Reported are coefficients and
standard errors (in parentheses) from panel regressions. Standard errors are adjusted for clustering at the firm level. *** ** * denote statistical
significance at the 1%, 5%, and 10% levels.
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Table 3 - cont’d

Investment Leverage Total comp. Investment Leverage Total comp.
Blockholder indicator variable
Blockholder 0.002 0.032 -0.025
(0.017) (0.047) (0.069)
Blockholder category indicator variables
Activists and pension funds -0.021 0.015 0.028
(0.021) (0.020) (0.118)
Corporations 0.024 -0.005 -0.058
(0.021) (0.019) (0.080)
Individuals -0.004 0.004 -0.099
(0.021) (0.017) (0.073)
Mutual funds -0.014 -0.010 0.062
(0.017) (0.007) (0.040)
Insurance companies and money managers -0.004 0.002 -0.036
(0.010) (0.007) (0.036)
Hedge funds 0.001 -0.055 -0.069
(0.029) (0.029)* (0.115)
LBO firms -0.038 0.140 0.134
(0.040) (0.072)* (0.232)
VC firms -0.013 0.011 0.094
(0.020) (0.016) (0.095)
Banks, trusts, and universities 0.012 0.005 -0.011
(0.019) (0.014) (0.056)
Control variables
Tobin’s Q 0.058 0.081 0.058 0.080
(0.011)*** (0.027)*** (0.011)*** (0.027)***
Cash flow 0.054 -0.002 0.054 -0.002
(0.015)*** (0.007) (0.015)*** (0.007)
Total assets -0.115 0.036 0.233 -0.116 0.037 0.231
(0.032)*** (0.016)** (0.070)*** (0.032)*** (0.016)** (0.072)%**
Return on assets -0.157 -0.152
(0.058)*** (0.058)***
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Table 4
Blockholder fixed effects and corporate policies

The sample is the blockholder-firm panel data set described in section 3. All variable definitions are
reported in Appendix II. The table reports two regressions for each corporate policy variable. The first
row reports the adjusted R? and the number of firm-years for a benchmark model specification which
includes year and firm fixed effects and time-varying firm-level characteristics. The second row also
adds blockholder fixed effects, and reports the number of blockholders, the median estimated blockholder
fixed effect, and an F-test for the joint significance of the blockholder fixed effects. For the “Investment
to cash flow” and “Investment to Q” regressions, the F-tests are for the joint significance of the
interaction between the blockholder fixed effects and cash flow and Q, respectively. In the “Investment”
regressions, the time-varying firm-level controls included are lagged Q, lagged cash flow, and the lagged
logarithm of total assets. In the “Investment to cash flow” and “Investment to Q” regressions, we also
include interactions of the firm and blockholder fixed effects with cash flows and lagged Q, respectively.
The “Number of acquisitions” regressions include lagged logarithm of total assets and return on assets.
The “Number of diversifying acquisitions” and “R&D” regressions include lagged cash flow, lagged
logarithm of total assets, and return on assets. In the “N of diversifying acquisitions” regressions we also
include a dummy variable for whether the firm undertook any acquisition in that particular firm-year. In
the financial policy regressions, the time-varying firm-level controls included are lagged cash flow,
lagged logarithm of total assets, and return on assets. In the executive compensation regressions, the
time-varying firm-level controls included are lagged Q and the lagged logarithm of total assets. ***, **
* denote statistical significance at the 1%, 5%, and 10% levels.

Panel A: Investment policies

Dependent variable N of blockholders Median Adj. R? F-test N of firm-years
Investment 0.59 5,555
Investment 356 0.00 0.61 1.69%%* 5,555
Investment to CF sensitivity 0.65 5,553
Investment to CF sensitivity 356 0.00 0.72 2.59%** 5,553
Investment to Q sensitivity 0.66 5,553
Investment to Q sensitivity 356 0.04 0.70 1.56%*%* 5,553
N of acquisitions 0.24 5,753
N of acquisitions 361 0.01 0.24 0.80 5,753
N of diversifying acquisitions 0.45 5,753
N of diversifying acquisitions 361 -0.01 0.45 0.66 5,753
R&D 0.84 5,753
R&D 361 0.00 0.86 3.57x*x* 5,753
Panel B: Financial policies
Dependent variable N of blockholders Median Adj. R? F-test N of firm-years
Leverage 0.81 5,653
Leverage 359 0.00 0.82 2.11%%* 5,653
Dividend/earnings 0.66 5,672
Dividend/earnings 358 0.01 0.67 1.30%** 5,672
Cash holdings 0.85 5,632
Cash holdings 357 0.04 0.87 2.33%** 5,632
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Table 4 - cont’d

Panel C: Executive compensation

Dependent variable N of blockholders Median Adj. R? F-test N of firm-years
Total compensation 0.60 4,999
Total compensation 338 -0.01 0.69 1.44%** 4,999
Salary 0.62 5,016
Salary 338 0.03 0.69 2.47%%* 5,016
Total incentive compensation 0.77 4,849
Total incentive compensation 336 0.00 0.78 1.69%** 4,849
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Table 5
Blockholder fixed effects for different categories of large shareholders

The sample is the blockholder-firm panel data set described in section 3. All variable definitions are reported in Appendix II. The table reports
results obtained from the panel regressions as in Table 4. Reported are F-tests for the joint significance of the blockholder fixed effects by
blockholder categories. For each F-test we report the value of the F-statistic and the p-value in parentheses. For the “Investment to cash flow” and
“Investment to Q” regressions, the F-tests are for the joint significance of the interaction between the blockholder fixed effects and cash flow and
Q, respectively. *** ** * denote statistical significance at the 1%, 5%, and 10% levels.

Tot.

Inv. Inv. N div. Tot. incent.

N Inv. to CF to Q N acq. acq. R&D Lev. D/E Cash comp. Salary comp.

Activists, 73 2. 15%** 0.97 2.93%*% 0.75 0.36 0.67 2.18%** 1.41%* Q27H*Ek D IRFEE D RDHAH 1.29
pension funds (0.001) (0.503) (0.000) (0.793) (0.998) (0.883) (0.001) (0.091) (0.000) (0.002) (0.000) (0.177)

Corporations 29 0.85 2.07%** 1.24 1.17 0.84 17.3%%*  173%% D 74%%* 3 Q5¥kk 1.45% 15.4%%** 1.02
(0.693)  (0.001) (0.173)  (0.242) (0.712)  (0.000)  (0.010)  (0.000)  (0.000) (0.066)  (0.000) (0.429)
Individuals 26 1.74%*  325%%* D D5S¥*kk ] f7** 0.84 0.62%** 4 QR*** 1.31 0.57 D.47FER T ALREE D (] FE*
(0.011)  (0.000)  (0.000) (0.018) (0.694) (0.000) (0.000) (0.132) (0.961) (0.000) (0.000)  (0.000)
Mutual funds 11 2.08%** 3 Q5kkk ] FAkA* 0.73 0.67 1.14 ].37%%* 1.18* 1.9 *%* 1.20* 0.96 1.73%%*
(0.000)  (0.000) (0.000) (0.984) (0.997) (0.159) (0.007) (0.097) (0.000) (0.085) (0.587)  (0.000)
i‘;ﬁi‘;ﬁgs o L25** 123 119* 0.43 0.36 071  1.39%%* 105  135%* 075 1.04  1.34%%x
monEy mal’lager (0.035) (0.054) (0.081) (1.000)  (1.000) (0.993) (0.005) (0.347) (0.007) (0.976) (0.357) (0.010)
Hedge funds 10 1.00 1.33 0.77 1.92%* 0.21 4. 77%** 1.63* 0.31 1.10 1.28 0.07 1.85%*
(0.438) (0.207)  (0.644) (0.038) (0.995) (0.000) (0.091) (0.978) (0.372)  (0.238) (1.000)  (0.047)

LBO firms 6 4 54%** 0.17 0.67 0.44 0.12 5.51%%% 3 46%** 0.47 3] 3%** 1.15 8.75%** 2.11*
(0.000) (0.954) (0.673) (0.852) (0.994) (0.000) (0.002) (0.802) (0.008) (0.332) (0.000) (0.076)

VC firms 1 3 5Q%** ] R4%* 1.56 0.57 0.73 8.33%** 1.37 0.84 13.3%%** 1.71%* 2.87*** 1.79%*
(0.000)  (0.044) (0.105) (0.858) (0.711)  (0.000)  (0.179)  (0.603)  (0.000) (0.072)  (0.002)  (0.064)

Banks, trusts, 26 0.85 0.39 1.09 0.87 0.41 1.35 0.70 1.18 0.73 0.66 0.76 0.89
universities (0.684) (0.998) (0.340) (0.652) (0.995) (0.112) (0.872) (0.239) (0.842) (0.895) (0.833) (0.622)
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Table 6
Size distributions of blockholder fixed effects

The sample is the blockholder-firm panel data set described in section 3. All variable definitions are reported in Appendix II. Panel A reports the
size distributions of the blockholder fixed effects estimated in Table 4. The first set of columns reports the 25th and 75th percentiles for each of
the blockholder fixed effects distributions obtained from the panel regressions in Table 4. The second set of columns reports the 25th and 75th
percentiles for simulated distributions, obtained by re-assigning all blockholders to random firm-years and then re-estimating the blockholder fixed
effects. This procedure is repeated 100 times, which produces the simulated distributions. The final set of columns performs two-sample
Kolmogorov-Smirnov (KS) tests for the equality of the blockholder fixed effects distribution and the simulated distribution, and reports KS-
statistics and p-values. Panel B reports KS tests for different categories of large shareholders. P-values are reported within parentheses. Each
fixed effect is weighted by the inverse of its standard error to account for estimation error. ***, ** * denote statistical significance at the 1%, 5%,
and 10% levels.

Panel A: Size distributions of blockholder fixed effects |

Blockholder fixed effects distributions Simulated distributions
25th percentile 75th percentile 25th percentile 75th percentile KS-test p-value

Investment policies
Investment -0.08 0.09 -0.04 0.03 0.106%** 0.001
Inv. to CF sensitivity -0.10 0.26 -0.10 0.10 0.133%*** 0.000
Inv. to Q sensitivity -0.10 0.13 -0.07 0.07 0.130%** 0.000
N of acquisitions -0.13 0.16 -0.13 0.10 0.087*** 0.007
N of div. acquisitions -0.11 0.05 -0.06 0.05 0.045 0.436
R&D -0.01 0.01 -0.00 0.00 0.076** 0.028
Financial policies
Leverage -0.06 0.06 -0.03 0.03 0.112%** 0.000
Dividends/earnings -0.03 0.06 -0.03 0.03 0.086*** 0.008
Cash holdings -0.22 0.36 -0.22 0.20 0.072%* 0.032
Executive compensation
Total compensation -0.32 0.39 -0.16 0.15 0.078** 0.030
Salary -0.07 0.18 -0.06 0.06 0.073%* 0.050
Total incentive compensation -0.49 0.35 -0.20 0.21 0.075%* 0.031
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Table 6, cont’d

Panel B: Kolmogorov-Smirnov (KS) tests for different categories of large shareholders

Activists, pension funds,
corporations, individuals, mutual
funds, LBO firms, VC firms

Hedge funds, insurance
companies, money managers

N 206 129

Investment policy

Investment 0.140%** 0.167***
(0.000) (0.001)

Inv. to CF sensitivity 0.234%** 0.104
(0.000) (0.130)

Inv. to Q sensitivity 0.074%** 0.083
(0.030) (0.345)

N of acquisitions 0.100%*x 0.125%*
(0.001) (0.030)

N of diversifying acquisitions 0(‘8.9010*;* (8 i (l)g)
0.092%*** 0.069

D (0.002) (0.534)

Financial policy

Leverage 0.118%** 0.124**
(0.000) (0.032)

sksk
Dividends/earnings (2003(1)3) (8(3)233)
: 0.067* 0.073

Cash holdings (0.053) 0467

Executive compensation

Total compensation 0.120%** 0.153
(0.000) (0.159)

Salary 0.114%** 0.169*
(0.000) (0.089)

Total incentive compensation 0.095** 0.220
(0.044) (0.119)
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Table 7
Large shareholders’ investment and governance styles

The sample is the blockholder-firm panel data set described in section 3. All variable definitions are
reported in Appendix II. Each number in this table corresponds to a separate regression. Each number
reports the coefficient from a regression of the blockholder fixed effects from the row variable on the
blockholder fixed effects from the column variable. Observations in the regressions are weighted by the
inverse of the standard error of the explanatory variable to account for estimation error. *** ** * denote
statistical significance at the 1%, 5%, and 10% levels.

Investment Leverage Total comp.

Coef. S.E. Coef. S.E. Coef. S.E.
Investment 1.57%** 0.20
Leverage -0.13* 0.07 -0.85%* 0.35
Inv. to CF sensitivity -0.02%** 0.00 0.00 0.01 -0.12%** 0.02
Inv. to Q sensitivity 0.02%** 0.00 0.00 0.02 0.04%** 0.01
Cash holdings 0.05%** 0.01 -0.02%** 0.01 0.14%*x* 0.02
Dividend/earnings 0.15 0.09 0.06 0.07 0.62 0.44
N of acquisitions 0.19%** 0.03 -0.06%** 0.02 0.53%** 0.10
N of diversifying acq. -0.31%** 0.04 -0.05 0.03 -0.79%*** 0.19
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Table 8
Blockholder fixed effects and firm performance

The sample is the blockholder-firm panel data set described in section 3. All variable definitions are
reported in Appendix II. Panel A reports two regressions for each corporate policy variable. The first
row reports the adjusted R? and the number of firm-years for a benchmark model specification which
includes year and firm fixed effects and time-varying firm-level characteristics. The second row also
adds blockholder fixed effects, and reports the number of blockholders, the median estimated blockholder
fixed effect, the 25th and 75th percentiles of each blockholder fixed effects distribution, and an F-test for
the joint significance of the blockholder fixed effects. In each regression, we also control for the lagged
logarithm of total assets. Each fixed effect is weighted by the inverse of its standard error to account for
estimation error. Panel B reports the coefficient from a regression of the blockholder fixed effects in
performance on each of the row variables. Each number in this table corresponds to a separate regression.
Observations in the regressions are weighted by the inverse of the standard error of the explanatory
variable to account for estimation error. ***, ** * denote statistical significance at the 1%, 5%, and 10%
levels.

Panel A: Blockholder fixed effects in firm performance

N of 25th 75th N of firm-
Dependent variable blockholders Median percentile percentile Adj. R>  F-test years
Return on assets 0.57 5,711
Return on assets 359 0.01 -0.03 0.04 0.60 ].75%%* 5,711
Tobin’s Q 0.74 5,695
Tobin’s Q 359 0.03 -0.23 0.34 0.75  1.27¥*%% 5,695

Panel B: Firm performance and large shareholders’ investment and governance styles

Return on assets Tobin’s Q

Coef. S.E. Coef. S.E.
Investment policies
Investment 0.16%** 0.02 2.,02%** 0.24
Investment to CF sensitivity -0.03%#** 0.00 -0.027%** 0.00
Investment to Q sensitivity 0.02** 0.01 0.02%** 0.00
N of acquisitions 0.07%** 0.01 0.54%** 0.13
N of diversifying acquisitions -0.05%* 0.02 -0.90%** 0.23
R&D -0.35%** 0.05 9.97%**x* 1.35
Financial policies
Leverage 0.05%* 0.03 0.18 0.36
Dividend/earnings 0.22%** 0.04 1.62%** 0.48
Cash holdings 0.07%** 0.00 0.07%* 0.03
Executive compensation
Total compensation 0.05%** 0.00 0.30%** 0.07
Salary 0.02%** 0.00 0.30%** 0.03
Total incentive compensation 0.01* 0.00 0.13* 0.07
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Table 9
Evidence on influence versus selection

The sample is the blockholder-firm panel data set described in section 3. All variable definitions are
reported in Appendix II. Each number in this table corresponds to a separate regression. Reported in the
table are estimates from regressing “pre-entry blockholder fixed effects” (from a period prior to the
blockholder’s investment) on the actual blockholder fixed effects. Observations in the regressions are
weighted by the inverse of the standard error of the explanatory variable to account for estimation error.
A xEk*F denote statistical significance at the 1%, 5%, and 10% levels.

Activists, pension funds,
corporations, individuals,

All LBO-firms, VC-funds Mutual funds

Coef. S.E. Coef. S.E. Coef. S.E.
Investment policies
Investment -0.05 0.04 -0.14%* 0.06 -0.03 0.19
N of acquisitions 0.16%* 0.06 0.05 0.08 0.21* 0.12
N of diversifying acquisitions ~ 0.18* 0.10 0.06 0.06 0.21%** 0.08
R&D -0.04 0.05 -0.19%* 0.10 0.20 0.14
Financial policies
Leverage 0.00 0.07 -0.37%%* 0.12 -0.03 0.12
Dividends/earnings -0.03 0.05 -0.10%* 0.05 0.10 0.36
Cash holdings -0.07%* 0.03 -0.20%** 0.07 -0.06 0.06
Executive compensation
Total compensation -0.08 0.05 -0.15* 0.09 -0.09 0.12
Salary -0.05 0.05 0.07 0.10 0.15%* 0.08
Total incentive compensation  -0.10* 0.06 -0.15%* 0.06 0.02 0.02
Firm performance
Return on assets 0.03 0.05 0.11 0.10 0.25%** 0.09
Tobin’s Q -0.10%** 0.03 -0.25%** 0.10 -0.08 0.11
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Table 10
Where do blockholder effects come from?

The sample is the blockholder-firm panel data set described in section 3. All variable definitions are
reported in Appendix II. Panel A reports summary statistics for blockholder characteristics. “Block size”
is the fraction of shares held by a blockholder. “Board member” is a dummy variable that is equal to one
if a blockholder is a board member, and zero otherwise. “Officer” is a dummy variable that is equal to
one if the blockholder is an officer of the corporation, and zero otherwise. A blockholder’s overall
characteristic is based on an average across a blockholder’s holdings. Panel B reports estimates from
regressing the absolute value of blockholder fixed effects on these three blockholder characteristics. Each
row corresponds to a separate regression. *** ** * denote statistical significance at the 1%, 5%, and

10% levels.

Panel A: Summary statistics: Characteristics of blockholders

N Minimum  Maximum Mean Median St. dev.
Block size 361 0.051 0.624 0.096 0.078 0.065
Board membership 361 0 1 0.109 0 0.257
Officer 361 0 1 0.022 0 0.119

Panel B: Blockholder fixed effects and blockholder characteristics
Block size Board member Officer
Coef. S.E. Coef. S.E. Coef. S.E.

Investment policies
Investment 0.345%** 0.104 -0.044 0.032 0.067 0.062
N of acquisitions 0.186 0.207 0.264%** 0.062 0.242* 0.124
N of diversifying acq. 0.302** 0.128 0.123%** 0.039 0.150* 0.077
R&D 0.068%** 0.020 0.013%* 0.006 0.007 0.012
Financial policies
Leverage 0.249%** 0.075 0.051** 0.022 0.048 0.044
Dividends/earnings 0.287%*** 0.057 0.038** 0.017 0.036 0.034
Cash holdings 0.470 1.070 0.184 0.325 0.047 0.639
Executive compensation
Total compensation 1.140%* 0.443 0.253** 0.118 1.093*** 0.248
Salary 5.61%** 0.984 0.591%** 0.262 2.904%** 0.550
Total incentive comp. 0.434 0.527 0.374%%* 0.141 0.187 0.295
Firm performance
Return on assets 0.148%** 0.040 0.015 0.012 0.071%** 0.024
Tobin’s Q 2.380%** 0.526 0.096 0.156 0.457 0.312
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