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Аннотация
 В соответствии со многими эмпирическими исследованиями зачастую наблюдается существенная разница между стоимостями пакетов акций, принадлежащих крупным акционерам компании и мелкими блоками, находящихся у миноритарных акционеров. В последнее время обсуждение подобного ущемления прав миноритариев становится все более и более острым среди самих мелких инвесторов, экспертов и исследователей в области теории корпоративного управления.


Главным источником несоответствия стоимостей пакетов акций мажоритарных и миноритарных акционеров является тот факт, что крупные акционеры могут извлекать частные выгоды контроля, которые они получают, будучи мажоритариями. Таким образом, разница между стоимостью пакета крупного и мелкого акционера является премией за контроль. В ранних исследованиях существовали различные методы ее оценки, такие как дифференциалы между ценами на голосующие и не голосующие акции, разница между рыночной ценой и фактически уплаченной во время поглощения. Однако, в соответствии с анализом проведенным Татьяной Неновой (2001) дифференциалы цен на голосующие и не голосующие акции экономически незначимы. В свою очередь подход к премии за контроль через оценку стоимости поглощения не релевантный, так как в нем рассматриваются только, компании, акции которых были проданы новому мажоритарию, в то время, как анализ премии за контроль заключается в оценке выгоды, которую извлекают крупные акционеры в ущерб мелким.

Во многих странах мира наблюдается тенденция высокой концентрации собственности в компании, т.е. в большом количестве фирм существуют крупные акционеры, которые в свою очередь большую часть своего состояния располагают именно в акциях данной фирмы. В соответствии с выводами, полученными Цингалесом (1994), не существует другого логического объяснения, почему инвесторы готовы принять собственную слабую диверсификацию, кроме того, что они могут извлекать частные выгоды от контроля. Ключевым является тот факт, что выгоды эти не всегда выражены в монетарных терминах, например, возможность по своему усмотрению распределять ресурсы и капитал компании, назначать высшее руководство и Совет Директоров, принимать ключевые решения в крупнейших сделках компании.


В данном исследовании анализируется ситуация на территории четырех стран: Бразилии, России, Индии и Китая (БРИКС). Стоит отметить, что ЮАР из анализа исключена, ввиду нерепрезентативности выборки и сложности сбора данных. Общие исследования по премии за контроль на развивающихся рынках находятся на очень ранней стадии, а отсутствие устойчивых результатов делает исследование еще более актуальным.

 Премия за контроль считается при помощи разницы между рыночной стоимостью акционерного капитала, оцененного при помощи модели оценки опционов Блэка-Шоулза, и стоимостью акций для акционера, которая рассчитывается при помощи модели, представленной Ламбертом, Ларкером и Верреккьей. Описанная разница это издержки слабой диверсификации, а при предпосылке о совершенно конкурентных рынках предельные издержки должны быть равны предельным выгодам, что и дает нам оценку нижней границы премии за контроль.

После подсчета премий за контроль для всех четырех стран строятся регрессии, которые должны определить факторы, влияющие на премию за контроль. Факторы разделяются на определяющие тип собственности, например, количество индустрий, в которых оперирует фирма, доля голосов мажоритария от общего количества голосов в компании, наличие двух классов акций (голосующие и не голосующие), является ли мажоритарий или его семья основателями компании и свойственные фирмам характеристики, например, рентабельность, размер фирмы, правильность оценки стоимости компании, аппроксимированная через коэффициент Тобина.
В соответствии с полученными результатами исследования наблюдаются значительны разницы премии за контроль в странах БРИКС и исходя из факторов, определенных как влияющих на премию за контроль предложены методы снижения несоответствия стоимостей пакетов акций мажоритариев и миноритариев и способы усиления защиты прав миноритарных инвесторов.
Introduction

There is empirical evidence that, in many countries, there is a large discrepancy between the value of the block held by a majority shareholder and shares belonging to the highly dispersed minority shareholders. Due to high concern from the society of small investors, now much more attention is paid by the experts, scholars and authorities to the problem of discrimination of rights of the minority shareholders, which shows the topicality of my Thesis.
The reasons for the unfair difference in the real value of the block of shares held by the majority and minority shareholders was hypothesized by a large number of researchers. Among the possible explanations they are claiming legal issues, negotiation power etc. However, all these reasons come up to the concept of exercising control.
Further it should be mentioned that there is a tendency of high ownership concentration inside the companies all over the world. According to Zingales (1994) there is no reasonable explanation for holding large block of shares of one company, making the diversification of your personal wealth poor, unless an investor is able to receive some private benefits of control. The key point to be mentioned in this Thesis is that the most valuable benefits of control are non-pecuniary, being more specific, for example, ability to allocate resources, financial and human capital firm, making pivotal decisions on management and the Board of Directors appointments, and decisions regarding key negotiations of the firm.
The discrepancy between the value of the large and small shareholders’ blocks is generally called the value of control if calculating it from the side of the majority shareholder it is the control premium, if approaching value of control form the point of dispersed shareholders it is the minority discount.

There are two basic approaches for determining control premium, the first, is the value added to market value of the firm during the turnover, the second is the value that the majority shareholder is able to extract to the detriment of the minority shareholder. The former notion has nothing to do with my Thesis as it is assumed that generally it is the subject of negotiations during the acquisition. While the latter is exactly what is being discussed and analyzed in this Thesis.

The research in the field of value of control for emerging markets is at the very early stages, however, the conjecture of emerging markets is very different from the developed countries, but the potential of these economies is enormous, so attempts to eliminate imperfections of financial systems is of large meaning in the framework of developing the world economy as a whole, which makes the topicality of this Thesis very high. In this work the sample of countries was chosen in the way that they have many similarities and that same time many crucial difference in order for research to be meaningful, that it is why Brazil, Russia, India and China were selected for the analysis. It should be noted that Republic of South Africa joined the BRICS association only in 2010 so is excluded from analysis in this Thesis due to difficulties data collecting and due to small size of the sample.

This research uses the extended version of executive compensation model introduced by Larcker, Lambert and Verrechia in order estimate the value of the shares for the shareholder, which is different from market value of equity, which in turn is calculated using Black-Scholes’ option pricing model. The difference between the estimated values reflects the cost of poor diversification for the individual shareholder, while under the assumption of perfectly competitive markets marginal costs should be equal to marginal benefits, thus the estimated value gives us the lower bound of the value of control.

For this cross-country analysis the data on the companies where the largest shareholder’s wealth estimates are available is gathered, because the assumption is that there should be a large shareholder, owning more than 25% of total number of shares of the company, and we should be able, whether the investor is poorly diversified. The results on ownership concentration turned out to be intuitively comprehensive in the sense that it appears to be in BRICS countries, however, the level of it is greater than that estimated for European countries or the USA.
Then we obtain the average control premia that are much higher for the BRICS countries than that of other countries upon such research were already conducted, showing that the analyzed issue is of a great concern.
Then the research makes use of cross-sectional regressions including ownership concentration variables like degree of diversification of firm’s activities, whether the largest shareholder or her family are the founders of the company and some other variables, and also includes firm-specific characteristics variables, like firm size, profitability, correctness of valuation. These factors were hypothesized to be significant in the works of Heaney and Holmen, Damodaran and Linciano, however, sometimes the corresponding variables were different, e.g. profitability was estimated by return of assets, while in my work it is done by ROE The model predicts the effects of these variables that are consistent with the hypotheses stated in the main part of the work.

Finally, using the results of the research the primary goal of my Thesis can be achieved, i.e. the policy implications suggested in terms of improvement of financial systems and legislation the framework of protecting minority shareholders’ rights. These recommendations are both general and country specific due to essential differences between markets in BRICS countries. The issue of discrimination of minority shareholders’ rights is of a great social importance, because many non-professional investors, i.e. ordinary people become minority shareholders and due to lack of expertise and experience hardly they can resist to the large blockholders control, which makes it even easier to for the latter to extract value at the expense of the minority shareholders. 
1. Theoretical framework

1.1 Literature review
Understanding of the term value of control
Kreitzman is the one that clearly distinguishes between the two meanings of the term value of control – the premium paid for share during the takeover and the value extracted by the majority shareholder. He is interested in the latter one because it is the one that is related to the discrepancy of value for the majority and minority shareholders.

The author claims that the discussion of such notions as control premium or minority interest is the apparent way of showing that there is a violation of fair market value standard, that interests of one group of shareholders are satisfied to the detriment of the other group, which is to admit that the Board of Directors violates its fiduciary role. 

Kreitzman states that control is not always the thing that is preferred by the shareholder, because it does not only provide her with benefits but also makes her bear some costs, e.g. excessive responsibilities, legal liabilities and which most important for my Thesis – poor diversification. However, Kreitzman does not provide empirical evidence on cases, when control is negative thing for the shareholder, i.e. he mentions results only about positive control premia. It should be noted that the author states that minority interest is the reverse of control premium, which is consistent with the assumption in my Thesis.

The application of control premia is commonly false, when doing this in order to estimate the value of the block of shares, because this is to show apparently that interests of minority shareholders are discriminated. However, Kreitzman mostly identifies things that can be hidden and do not meet the legislation as benefits of control, which is a sort of counterintuitive, because there are absolutely legal organizational benefits of control as well as psychological ones.

Kreitzman underlines the importance of issue of value of control also because of Employee Stock Ownership Plan (ESPO henceforth), which is a common pension plan introduced in the USA, when the employee is given with a number of options, to purchase a large part of employer’s stock or simply some shares of the company. In both cases employee can be left with nothing, either due to overpaying senselessly large control premia or being left with the small block of shares that is seriously cheaper than the controlling block. This notion is very much important for analyzing private companies’ values. The emphasizing of this issue is a huge advantage of Kreitzman’s paper, because ESOP is a progressive thing that might decently improve financial situation of many retired employees, but claims to be inefficient exactly because of value of control concept.

The author mentions the connection with Jensen and Meckling (1976) theory of agency costs of outside equity, which is quite obvious, but in fact this is the extension of the well-known theory, because under assumption of separation of management and ownership, large blockholders, but not managers are the ones to extract benefit at the expense of minority shareholders.

The methodology to estimate value of control described by Kreitzman is the same as by Linciano (2002) – price differentials between voting and non-voting shares and the one offered by Barclay and Holderness (1989).

Kreitzman discusses the results of Dyck and Zingales (2004) that analyzed “393 controlling block sales across 39 countries using the privately negotiated transfer of controlling blocks methodology”. The results obtained by Dyck and Zingales were that an average control premium in the USA was only 1 percent. Also, there were quite intuitive conclusions that low control premia were in the countries with adequate taxpaying by business, developed legislation in terms of protection of minority shareholders’ rights and, finally, well-functioning capital and stock markets. The author also deals with Nenova’s research mentioned before and points out that 25-40 percent premia that are applied in the USA are inadequate, showing numerous inefficiencies in the US legislation in terms of minority shareholders’ protection.

This work itself is not very informative, because Kreitzman does not make any econometric analysis himself. This paper is more about policy implications, for example, ESOP or ways of improvement of legislation, that can be applied to the BRICS countries as well. 
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The Value of Control as control premium during the takeovers
Damodaran is considering the value of control as wide-ranging notion that can be considered as premium during acquisition process, difference between prices of voting and non-voting shares and the value extracted by the large blockholders to the detriment of dispersed shareholders, i.e. minority discount, which is of the interest of the current Thesis.

Speaking about minority interest Damodaran underlines the fact that there is a widespread misunderstanding that control is only about acquisitions. He points out that prices of publically traded companies already incorporate the value of control, which reflects the probability of changing management of the firm and the value it would add up.
Damodaran uses quite straightforward approach in order to show how the expected value of control is reflected by prices. In the world of efficient markets and negligible probability of management change all firms would be traded at their fair prices. In case of occurrence of such probability all prices will reflect this to the certain extent, particularly well-managed firms will be priced slightly higher, while poorly managed may experience a decent price increase. 
Further, the author provides a very simple intuition that voting shares should be traded at a premium with respect to non-voting ones, as the former might simply ignore the opinion of the latter ones speaking about many corporate events including takeover. However, different empirical studies break down this basic intuition. Early studies like Lease, McConnell and Mikkelson (1983) estimate the average premium for voting shares in the U.S.A. 5-10%, which was then confirmed by Luigi Zingales (1995), however, it should be mentioned that difference in voting rights of the shares is unusual for U.S. companies. More recent cross-country analysis by Tatiana Nenova (2000) showed large premiums in other markets, namely, 100% for Latin America, 75% for Israel and 80% for Italy. However, she mentioned that the real factor for this was the development of regulation in the framework of minority shareholders’ protection, which is crucial for the Thesis. Furthermore, it should be mentioned that Nenova (2001), normalized the markets by legal affairs and stated that the real price differentials between voting and non-voting shares are economically insignificant 1-2%. We will consider Zingales (1995) and Nenova (2000, 2001) in more details in further sections.

Finally, Damodaran considers value of control as minority interest, giving clear intuition, that if we assume that being the large blockholder (50% + 1 share) implies being able to efficiently control the company, the price of this block is much higher than of 50% - 1 share. However, Damodaran does not provide any modeling of minority interest.
There are several straightforward implications provided by Damodaran. Firstly, he claims that minority interest is inversely related to the quality of management. However, this hypothesis is not tested in his work, but which is done in my Thesis. Then, the author states that control is not always 50% + 1 share, for example, when there is a vast dispersion of shares the smaller fraction is enough for exercising control, however, in my research I assume that large blockholder is the shareholder owning more than 25% of shares. The reason is quite obvious, according to legislation in BRICS countries 25% + 1 share is called blocking shareholding, i.e. the number of shares enough to block key decisions about company’s activities during Shareholders’ Meetings. And at last, Damodaran implies that the size of the value of control depends on the extent to which the shareholder gets the real power of making decisions in the way of running the company, which is in fact the control being discussed.
Clearly, there is a harsh drawback in Damodaran’s analysis that he does not provide the modeling of minority interest and there are no econometric tests in his work. However, he raises the topicality of the subject noting that there are large inefficiencies in takeovers and simply in evaluating the values of the blocks of minority shareholders, the latter is of the interest of my Thesis.
Methods of estimation of control premia
The author is concerned with the effect of regulation in corporate and securities sphere on the behavior of stock market. Her main hypothesis is that the countries following civil law provide poorer protection of minority shareholders than the countries with English common law, leading to the fact that in the latter there are more developed, stable and sophisticated capital and stock markets. This is consistent with La Porta et al. (2000), stating that countries with more strict legislation have more efficient Initial Public Offerings, Mergers and Acquisitions, Public Debt Markets etc.
Linciano emphasizes the fact that there private benefits “which majority shareholders and managers can extract to the detriment of outside shareholders”. This is not a very accurate argument, because there should be a separation of ownership and control in the sense that managers exercise, so I would reduce these private benefits to the ones that majority shareholders get at the expense of the minority ones. Among such benefits one can name appointment of the top-managers, transfer of assets and some perquisites.
Linciano gives two ways of estimating private benefits. The first is voting premium, which is the price difference between market price of voting and non-voting shares. There are two apparent drawback of such method. Firstly, this gives rise to the sampling bias, in the sense that only companies having multiple classes of shares should be considered. Secondly, it should be emphasized that according to Nenova’s (2000) cross-country analysis, mentioned before, the price differentials are economically and statistically insignificant. The second method underlined by Linciano is block premium first implemented by Barclay and Holderness (1989), which is the difference between the price paid by the acquirer of the controlling block and the market price of the company’s shares during the takeover. This method also has got the disadvantages: first is that it can be applied only to the publically listed companies, second is that it ignores all other factors affecting the price during the takeover (illiquidity, probability of change of management quality etc.), and finally, this price differential is hardly connected with the value for the current shareholder, because the one owning the shares and the one selling them have different motives and attitude to control.
The main results of the work show that the introduction of mandatory bid in 1992 in Italy led to the rise of voting premium by 2 percentage points and the fall of this premium by 7 percentage points after eliminating this and moving towards protection of minority shareholders in 1998 (through the legislative decree 59/1998).
The main disadvantage of the work was already discussed; it is the way of estimating value of control – price differentials between prices of voting and non-voting shares. However, the main advantage of this work is the legislation orientation of it, because the modern research of value of control issue lacks of analysis from law perspective. I should be mentioned that the policy implication of my Thesis is to identify ways of improvement of BRICS countries legislation in terms of protection of rights of minority shareholders, which was strongly inspired by Linciano’s work.










Value of control in special case of majority controlled subordinate
The authors are discussing control premia and minority discounts in a bit different framework. They are considering the special case, when the subsidiary is held by two types of shareholders: majority shareholder parent company and minority shareholders. They do not differentiate types of shares as voting and non-voting, thus the greater number of shares owned implies the greater control over the subsidiary.

The discrepancy is apparent, because, clearly, majority shareholders are willing to direct subsidiary’s activities in the way to maximize returns of the parent company to the detriment of minority shareholders. According to Graham Jr. and Lefanowicz minority discount is not simply the reverse of control premium. So, they hypothesize two issues: do minority shareholders experience a discount on their block and do the majority shareholders get the premium for exercising control.

The methodology used by the authors is the following. They, firstly, compare market value of the stack belonging to the majority shareholder with the one of the minority ones. It turns out to be that they are not proportionate to each other and that net assets and net income of the considered subsidiary have more value to the majority shareholder. Then they compare net assets and net income of the subsidiary to the sample of peer-like companies, blocking for key factors, such as industry, listing, size etc. The result obtained by the authors is that there is a minority discount, but there is no such thing as control premium on average. Thus they conclude that the discrepancy between values for majority and minority shareholders arises not because of ability of majority shareholders to extract value at the expense of minority ones, but because the latter discount their value.
There might be different motivations for existence of majority-owned subsidiaries. According to Schipper and Smith (1986) it is easier to get external financing and smooth taxation, when subsidiary is separated from the parent company, transfer of manager’s compensation to the subsidiary’s share price (Holderness and Sheehan, 1988), reduce information asymmetry (Myers and Majluf, 1984). We have already mentioned before the extraction of private benefits of control, which was suggested by Barclay and Holderness (1989). Finally, what is very important for the case of privately held companies the incentive to keep family members involved in the business (Denis and Denis, 1994).
Anyway, the fact that some shareholders are major implies that they are able to extract value to the detriment of minority ones. This can be done both legally and illegally, which was supported by many real-life cases (Schroeder, 1994).

However, DeAngelo, DeAngelo and Rice (1984) claim that minority shareholders have more rights and power than it is expected taking into account their ownership and discount attributable. This can be explained by the fact that their research was conducted in the USA, where there is developed legislation and tight regulation by Securities and Exchange Commission (SEC), inspiring development of contracts between majority and minority shareholders, where the rights of the latter are protected, e.g. optional refusal to sell shares or the opposite that majority one cannot sell their block without informing minority shareholders.
The authors provide regression analysis that supports their hypotheses, however, they do not provide any tests for stationarity and their error term is obviously heteroscedastic, which is even mentioned by the authors, however, the model specification is remained unchanged.
The Value of Control and the Costs of Illiquidity
High ownership concentration is the common feature of both public and private companies. Albuquerque and Schroth study the value of controlling blocks of large public companies in order to estimate its effect on the value of assets of the firm, using the data from the U.S.A. Apparently, controlling blocks are illiquid, which in empirical framework is the constraint for econometrician as it lowers the number of observations, while in theoretical sense it is the cost that alters the value of the block. The authors provide a model of valuing and trading controlling blocks that can be applied in the framework of illiquid markets. They try to show that “block trading events are a natural setting to estimate the value of controlling blocks and the effects of illiquidity”.
One of the most crucial assumptions is that the value of the company’s assets is strongly affected by the controlling blockholder, which leads to the fact that the blockholder will sell her stake to the bidder only in case, she is confident that the new blockholder will increase the firm’s value. However, authors also make a relaxing assumption that a controlling blockholder will have to sell even at a fire price, which leads to the fall in assets value, due to her liquidity shock, which is uncertain to be forecasted. This is also one of the causes of illiquidity in a row with the risk that there will be no bidder for her trade block. This leads to the so-called “marketability discount” on the price of the stock. Further, the fact that blockholder cannot be perfectly confident that the bidder will indeed increase the value of the firm leads to the cut of the price of “dispersed” stock traded. This effect authors call “illiquidity-spillover discount”.

Authors also provide the model for estimating the control discount, which they claim to be very close to “marketability discount”. This result is opposite to the results provided by Heaney & Holmen as well as to the evidence provided in this Thesis. The intuition provided by Albuqurque & Schroth is: “The control discount arises because the model imposes search frictions to blockholders that have only limited impact on dispersed shareholders”. The model they provide for this is the following:
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 - probability of arriving of the potential buyer.

Shareholder Diversification and the Value of Control
This article underlines the implications that are crucial for my Thesis. One of the most important ones is that there is a tendency of high ownership concentration in a vast number of countries around the world (La Porta, Lopez-de-Silanes and Shleifer, 1999). The study is made upon Swedish companies and the empirical evidence provided by the authors is that on average the large block controlling shareholder invest around one-third of her wealth in the shares of the company. 
Zingales (1994) claims that the only reasonable explanation for high ownership concentration is the existence of private benefits of control. The authors agree with this assertion and try to explain and estimate value of control.

Heaney and Holmen adapted executive compensation model introduced by Lambert, Larcker and Verrecchia (1991), adding modifications to the model by taking into account the effect of the existing debt of the firm. This model provides us with the estimate of the value of the share for the poorly-diversified risk-averse investor. In order to estimate the market value of the share authors use the common known Black-Scholes’ (1973) option-pricing model. After estimating the mentioned values, Heaney and Holmen take the difference between the latter and the former one, which gives the estimate of the cost of poor diversification. Under assumption of perfect markets this cost should be equal to the benefit of exercising control, which is indeed the estimate of the value of control discussed in my Thesis. In fact, this is not the exact estimate, but the lower bound of the value of control.

Authors assume the positive relation between aforementioned costs and poor diversification in conjunction with leverage, which represent the increasing risks for the shareholder. 

Heaney and Holmen use the cross-country analysis conducted by Nenova (2001) that outlined the fact that using price differentials between voting and non-voting shares shows no economically significant difference between these different types of shares (around 1 percent). However, as it was already mentioned there should be some other private and maybe not monetary benefits of exercising control, otherwise, it would be senseless to hold large block of shares of one company.
It is essential to define what private benefits are, especially, non-monetary ones. This issue is more connected with behavioral economics and according to Das, Devarajan and Hammer (2011) the ability to make eternal decisions on allocation of financial, intellectual and human capital is the value that can be owned by the majority shareholder. This gives rise to the hypothesis that individual investors value control more than the institutional one (Hogfeldt and Holmen 2001), however, this is going to be questioned in my Thesis, because institutional investors are still managed by individuals, so this is only speaking about being directly or indirectly individual shareholder.

Finally, it should said about why Heaney and Holmen’s way of estimating value of control is the most applicable and precise. In order to do this, let us recapitulate the ones that were discussed before. The most commonly used is the method of price differentials between voting and non-voting share, e.g. McConnell and Mikkelson (1983). As it was already said one of the most apparent drawbacks of this method is the bias that the companies chosen for the sample should have both types of shares. Then, the disadvantage that was pointed out by Zingales (1994) is that the premium is affected by the probability of shares transferring to the new shareholder, which is indirectly addressed by Albuquerque and Schroth (2012) but in the framework of mergers and acquisitions. Heaney and Holmen’s method does not have such a problem, so it can be used to estimate value of control not taking into account transfer of shares. Then, apparently, taking price differentials only takes into account monetary content of value of control, while it was already discussed that a large portion of benefits are non-pecuniary. Finally, as it was already mentioned in Albuquerque and Schroth (2012) large blocks of shares suffer from a decent illiquidity, which sometimes leads to the counterintuitive results of non-voting shares trading at a higher price than the voting ones, which is a control discount.
The authors are using constant relative risk aversion (CRRA) utility function which can be identified as one of the main drawbacks of the model. 
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They are using constant relative risk aversion parameters equal to 1, 2 and 3. The main results they obtain is that value of control is decent for individual investors and for the founder in particular. For risk aversion coefficients of 2 the average control premium is 12 percent and for coefficient equal to 3 it is 25 percent. 
We observe that there is a discrepancy between the values for the major and minority shareholders on the example of Sweden. There is an intuitive insight that the discrepancy in emerging markets is even higher due to weak and not efficiently fulfilled legislation.

In this Thesis a set of emerging markets countries is analyzed – Brazil, Russia, India and China (BRICS), the Republic of South Africa was omitted from the scope of my research due to extreme difficulty of data collection and as the result small samples available for the analysis.

My research is conducted in order to estimate the differences between the values for the majority and minority shareholders’ blocks, outline the main factors contributing to this and finally suggest policy implications, i.e. changes in the financial systems or legislation in order to reduce the value of the discrimination of minority shareholders. My research is making use of the model presented Heaney and Holmen in order to estimates the value for the shareholder, Black-Scholes’ option pricing model to estimate market value of equity and regression analysis. There is a set of hypotheses that will be described in details, while explaining my regression, however, generally, it is suggested that there is a bunch of variables that can be categorized as ownership type variable, e.g. number of industries the company operates in, voting fraction of the major shareholder and the key characteristic, whether major shareholder or her family is the founder of the company, and firm-specific characteristic variables, e.g. size of the company, correctness of valuation the firm’s value and its firm’s profitability.
1.2 Ownership concentration in BRICS countries 
One of the most important assumptions of my work is the fact that there is a tendency towards high ownership concentration of companies in BRICS countries. However, this becomes not only the assumption but also there is empirical evidence that was gathered by me. Here are the results for average part of wealth invested in the company, where the shareholder holds a large proportion of shares (greater than 25% + 1 share):
         Table 1. % of wealth invested by the major shareholder in the company
	Country
	Average share of wealth invested

	Brazil
	58%

	Russia
	63%

	India
	56%

	China
	67%



Source: Authors calculations (Appendix 1) 
The results obtained provide us with evidence that there are private benefits of control for the large blockholders, as it was already discussed there is no apparent reason for the individual to diversify poorly and invest large portion of his wealth in one company (Zingales, 1994). This is one of the reasons why there is a sense of conducting the research in BRICS countries, because it can be clearly observed that the poor diversification is present in the mentioned countries. Moreover, it should be underlined that it is higher than the results about average wealth distribution that were obtained by Tatiana Nenova (2001), which was around 30 percent.
While comparing proportions of wealth invested in one company among Brazil, Russia, India and China significant difference can be observed. Especially the outlying percentage for Chinese and Russian companies should be investigated precisely. This is probably related to the fact that in Russia the Socialism was eliminated only two decades ago, while in China the current political regime is still communistic, which implies the ownership concentration (by the way in the USSR private ownership was forbidden at all) of resources in hands of very limited circle of people. In Russia the privatization is a recent event, hence many companies belonged to particular businessmen for last 15-20 years. 

1.3 Protection of minority shareholders in BRICS countries
 Speaking about Brazilian case it should be mentioned that in 2008 there were measures introduced in the direction of development of minority shareholders protection, when the new Company Law was accepted. This was done in order to attract capital by showing the secure atmosphere for the investors. However, according to Bruno Meyerhof Salama (2008) there are still missing components of ensuring investors and particularly minority shareholders that there is no threat of losing their capital, namely this is the absence of secure property rights and incentive-compatible contracts. What is special about Brazil is the tradition of family held businesses, which gives rise to serious concerns about minority shareholders’ rights. Hence, it can be concluded that despite the innovations in terms of legislation there is still danger for minority shareholders, because of unfavourable financial climate within the country. As it was already mentioned there are problems in the framework of property rights, enforcement contracts, furthermore, there are substantial drawbacks in the judicial system (Salama, 2008). Among further shortcomings of Brazilian financial system the participants of First Annual Symposium on Building the Financial System of the 21st Century outlined lack of expertise in corporate governance, low qualification of specialist in this sphere and even a harsh thing – “there is no clear consensus on the meaning of the term corporate governance itself”. Finally, experts identify decent asymmetry of information present in the market.
Let us now turn to the legislation in Russia. Apparently, taking into account Russian tough political situation there are many discussions around rights of minority shareholders in Russia. There is a large number of courts associated with violation of minority shareholders’ rights, there are also many independent investigations, among which the ones conducted by Alexey Navalny and the former director of New Economic School Sergey Guriev. My Thesis is not interested in the political content of the issue; however, there is a lot of evidence about juridical and economic framework. At the first glance, Russian legislation seems to be quite developed in the sense that Civil Code regulating the activities of companies and rights of the shareholders gives clear and protective formulations of shareholders’ rights (Navalny, 2008). However, there are two issues that should be addressed – the absence of the separate set of laws protecting rights of minority shareholders and the realization of law on practice in Russia. The latter will not be discussed in this Thesis again due to high political background of this issue, and simply basic reasons can be listed. Firstly, courts state any type of information requested by the minority shareholders as the one that can be opened only to the majority ones, which is of high relation to my Thesis, as it clearly shows the discrepancy in terms of control. Secondly, authorities decently affect the decisions of the courts. Finally, the institution of independent directors is not functioning efficiently, but sometimes again due to political reasons (Navalny, Guriev, 2008). However, the introduction of separate set of laws related to minority shareholders is to be seriously analyzed in the Thesis while stating the policy implications of my work.
One of the main threats of minority shareholders, apart of inappropriate disclosure, is the transfer of resources that can be done by majority shareholders to the detriment of the minority ones to other entities, especially this is an “efficient” mechanism in the vertically integrated companies (Morozova, Shangina, 2007). This is consistent with the non-pecuniary benefits of control aforementioned, because the extraction value is only indirectly in monetary terms. This resembles the theory introduced by Grossman and Hart (1984), however, not related to mergers and acquisitions, but the value for the minority shareholder is diluted.
The very important thing is that Russian law does not provide any direct protection against dilution described above. The only way for the minority shareholder to save value is to make such transfers of resources difficult to be done through courts, official, media etc., which is a costly way for the shareholders themselves and inefficient for company’s corporate activity. Apparently, this is one of the main reasons for the huge discrepancy between value of majority and minority block of shares. 
Now, let us proceed with law situation in India. According to Kumar and Singh (2012), Indian legislation in terms of protecting minority shareholders suffers a lot from the perspective that even existing laws are either not efficient or not well-enforcing. However, on practice minority shareholders are not able to justify the fact that they exercise a significant minority discount for the shares held by them. The Indian companies experience often either high ownership concentration or even family ownership, which results further in nepotism. In India it is easy to get private benefits of control through so-called “cross holding, tunnelling and pyramiding”. The basic mechanism for dilution is similar to Russia when resources and assets can be transferred from one entity to another. 
Finally, let us discuss the legal affairs in China. It is evident that in transition countries the companies are controlled by small groups of businessmen and there is a trend of high ownership concentration. In China there were introduced many developments of legislation and corporate governance (Tang Xin, 2008). However, the laws still lack of many issues that would improve protection of minority shareholders, which is of a great concern in China. It is obvious that minority shareholders suffer from their disability to stop tunnelling, but in China the rights of minority shareholders are even lower than that in other BRICS countries such as proposing points of agenda in shareholders’ meetings.
China is very special case due to political factor as it was already mentioned. One more non-typical feature exercised by China is the government participation in the key industries not only from the point of support, but also in terms of control. The last point mentioned is similar to Russia, because there is a widespread institution of so-called “state-corporations”.
Summing up written above about the situation of legislation and corporate governance, there is a topical necessity of conducting research about whether there is quantitative discrepancy between majority and minority shareholders, which is the value of control or its reverse minority discount. The factors should be analyzed that affect the size of the value of control and suggest ways of reducing it in terms of corporate governance and improvement of financial system in general.
2. Research methodology
2.1 Model of estimating value for the shareholder
This section is devoted to the presentation of the model used to estimate the value of control. The investor is assumed to be risk-averse and as it was already said the investor experiences poor diversification, the cost of which is equal to the lower bound of value of control under assumption of perfect competitive markets. 
The model incorporates debt, so let us assume its maturity to be equal to ten years and for the simplicity it is assumed to be zero-coupon bond.

Regarding the utility function of the risk-averse investor, it should be said that Heaney and Holmen (2002) used CRRA, whereas according to Friend and Blume (1975) there is empirical evidence for Decreasing Absolute Risk Aversion (DARA). The coefficient of absolute risk aversion is 
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and for DARA it is
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The important property of DARA is that 
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Which holds only if 
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So, the example of DARA used in my Thesis is 
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We assume that the shareholder holds initially the combination of risk-free asset and risky shares of the company that are valued for the shareholder using the discounted certainty equivalent.

So, the investment can be presented as follows:
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The investor’s wealth is assumed to be always greater than zero due to the fact that he can always lever his position up at risk-free rate.
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The market value of shares is estimated through Black-Scholes’ (1973) model of option pricing. 

                            (VIII)
In order to calculate the value of the share for the shareholder we use the model provided by Heaney and Holmen (2002), where we should calculate for S the following equality:
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, attributable to each country’s government bond yield, which will be extracted from Reuters 
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 for each company analyzed, the data is taken from Bloomberg and calculated for privately held companies
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[image: image57.png]underlying asset return volatility



 for each company separately can be taken from Bloomberg and calculated for privately held companies
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Hence, the value of the share for the poorly diversified shareholder depends the amount of wealth invested, degree of risk aversion, leverage, volatility of asset returns, market risk premium, risk free and time to liquidation of the firm, which is assumed to be equal to the maturity of debt, i.e. ten years.
2.2 Data

In order to collect real data necessary for my research I used Forbes ratings of the richest people of Brazil, Russia, India and China to get the estimates of the wealth of controlling shareholders in order to confirm their poor diversification. Financial and qualitative data about the companies was extracted from Bloomberg and official sites of the companies. The sample consists of 41 shareholders for Brazil, 71 shareholders for Russia, 54 shareholders for India and 59 shareholders for China, totaling 222 shareholders. The results are presented in Tables 8 – 11 (Appendix 1).

As it was already discussed, the estimates of wealth of the largest shareholders were taken from data presented by Forbes magazine and estimated in US dollars. The sample was is chosen in such a way, because it was difficult to find the companies with known wealth of the largest shareholder in another way. After that using the data on amount of shares owned by largest shareholders found in either Bloomberg or companies’ official websites I calculated the percentage of wealth invested in the company for public companies using market value of equity and for private ones the book value in turn.

2.3 Characteristics of the companies

The companies chosen for analysis are individually controlled, because there is no sense in considering institutionally controlled ones as it was empirically proven by Heaney and Holmen (2002) that institutions do not value control as individuals do. It should be also mentioned that the wealth of the largest shareholder is more or equal than 1 billion dollars. The results of the mean proportion of wealth invested in the firm were already presented in Table 1.
The company chosen in the sample can operate in different industries, which is later included in my cross-sectional regression model. The fact that firm’s activities are diversified is not contradicting to the investor’s poor personal diversification. This fact is discussed further in the regression analysis.
3. Results and regression model
3.1 Estimated values for the shareholder

As it was already discussed the value for the shareholder is the measure that is different from the value of the share and it was estimated through the model presented by Heaney and Holmen (2002) in equation (1), which is an integral equation of non-standard form that does not even resemble common Valtera or Fredhold’s integral equations. The solution of this equation is impossible analytically, but can be done numerically, but due to the fact that it depends on the probability density function of underlying asset price, which is assumed to be distributed log normally I had to use the programming in Wolfram Mathematica 9.
3.2 Variables attributable to firm characteristic

Naturally, there are variables for which market values are not available either for public or for privately held companies. Firstly, market value of assets was to be calculated. Commonly it is done by simply adding book value of debt to the market value of equity, which is normally available. However, there is a model that makes the estimation more precise – Kealhofer, McQuown and Vasicek (KMV) model, which can be used also for estimating asset volatility that is needed further. It is derived from the Black-Scholes’ option pricing model:
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KMV model should be used for publically listed companies, for which market value of equity is available. For the private ones the standard approach mentioned before can be used, where market value of equity should be calculated through Black-Scholes’ model.
As it was already said, KMV model can be also used o estimate asset volatility. In fact KMV shows the connection between market value of equity and its volatility. 

Further, the value that should be estimated is asset beta, which is calculated by division of market value of equity on market value of assets and multiplied by equity beta, as it was assumed that the firms have risk-free debt, meaning its beta is equal to zero.

There were variables essential for value for the shareholder estimation like risk-free rate and market risk premium, however, this data is presented by Reuters, as the risk-free rate yields for five-year government bonds were used, and market risk premium is simple the difference between return on major market index and risk-free.

Apart from variables that were used in order to estimate value to the shareholder there is a set of values used as control ones: profitability, size, profitability, correctness of valuation. The size of the firm is estimated by natural logarithm of Total assets book value. Profitability is estimated as average for five years return on equity, which equal to ratio of earnings before interest and tax and market value of equity: [image: image65.png]ROE = =L
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. (XI) Finally, the correctness of valuation of the shares of the company, i.e. either it is fairly- over- or underpriced is estimated through Tobin’s Q ratio, which is calculated as market value of equity plus the debt book value divided by the book value of assets: [image: image67.png]MVE+BEVD



 (XII). If Q ratio is between 0 and 1, than it is underpriced, if it is greater than 1 it overpriced, clearly, if it is equal to 1 it seems to be fairly priced. 
The results of the described estimations are presented in the Table 2.
Table 2. Firm characteristics

	

	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	           Country

Variable
	Brazil
	Russia
	India
	China

	Risk-free rate
	0.1119
	0.0668
	0.0747
	0.0325

	Market risk premium
	0.0485
	0.0394
	0.0203
	0.0357

	Beta of the asset
	1.72
	0.86
	1.03
	0.73

	Asset value volatility
	0.313
	0.246
	0.262
	0.211

	Q ratio
	0.873
	1.49
	1.26
	1.12

	BV of Total Debt
	6,679
	4,500
	9,694
	9,684

	MV of Total Assets
	18,365
	16,058
	17,624
	19,460

	BV of Total Assets
	17,484
	14,469
	17,219
	18,068

	Debt/Total Assets
	0.382
	0.311
	0.563
	0.536

	ROE
	0.147
	0.093
	0.104
	0.062


It can be seen that speaking about overall companies characteristics in terms of behaviour with respect to market, Russia and China are closer to each other in the sense that beta is lower than 1, implying less aggressive behaviour, while Brazilian companies chosen reflect very aggressive activities due to beta equal to 1.72, while Indian companies from the sample resemble the market with the beta of 1.03.


The capital structure in terms of debt financing is similar in the following pairs: Brazil and Russia, India and China, because the former have the leverage of 38.2% and 31.1%, while the latter have 56.3% and 53.6% respectively. The reasons for such preferences are difficult to be explained straightforwardly and this is the issue of a separate research.
There is no significant difference between firms’ size in Brazil, India and Chine, while for Russia the number is drastically lower, to be more specific around 19%.

In terms of risk, i.e. asset volatility, the difference between Russia, India and China is economically insignificant, while it can be observed that Brazilian companies’ assets tend to be much riskier experiencing volatility of 31.3%, which is consistent with the fact that the companies behave aggressively with response to the market, as it was already mentioned, the beta is 1.72.

In terms of valuation, we observe a modest overvaluation in India and China, a harsh one in Russia and a decent undervaluation in Brazil. These results are intuitively comprehensive and the possible explanation can be given that in Russia methods of valuation experience large adjustments without any objective reasons (Cushman, Wakefield, 2011). In Brazil, however, the underpricing of firms can be due to the fact that they are considered to be risky, thus excessive risk aversion leads to the undervaluation.
3.3 Analysis
The following section will present the results of estimated control premia using method of difference between market value of equity estimated through Black-Scholes’ option pricing model and Lambert, Larcker and Verrecchia’s model, while changing the value of the coefficient of our Decreasing Absolute Risk Aversion (DARA) coefficient starting form 1, then 2 and 3. 

Then we divide the sample into two subsamples differing from each other by the criterion whether the largest shareholder or her family is the founder of the firm or not. 
Then the cross-sectional regressions are run using estimated control premia as the response variables, ownership type variables and firm-specific characteristics variables as explanatory variables. Finally, according to results and conclusions the policy implications for BRICS countries will be proposed.
3.4 Estimated control premia

The statistics is presented in Tables 3 – 7. In Table 3 we observe the estimated average control premia for different levels of risk aversion, namely, 1, 2 and 3 for each of the four countries. For Brazil and India the control premium is negative for DARA equal to 1 and 2m which is called, control “discount”, but positive for DARA equal to 3. For Russia and China average control premium is negative only at level of DARA equal to 1, and positive for both 2 and 3.
Table 3. Estimated control premia

	
	Brazil
	Russia
	India
	China

	DARA = 1
	-0.032
	-0.012
	-0.043
	-0.01

	DARA = 2
	-0.015
	0.023
	-0.021
	0.057

	DARA = 3
	0.041
	0.061
	0.014
	0.092


Then, we proceed to subdividing the sample by criteria FOUNDER/NOT FOUNDER and observe the following results. 

For Brazilian companies we observe that there is a positive control premium at all level of risk aversion, when the largest shareholder is the founder of the company, 2.1% for DARA equal to 1, 4.7% for DARA equal to 2 and 7.3% equal to 3, while it is negative if DARA is equal to 1 for not founder, and furthermore, the premium is always significantly larger for the founder.
Table 4. Estimated control premia (Brazil)

	
	Founder/family founder
	Not founder

	DARA = 1
	0.021
	-0.005

	DARA = 2
	0.047
	0.012

	DARA = 3
	0.073
	0.051


For Russian companies the premium is negative for DARA equal to 1, but positive for the rest, namely, 14.3% (31.7%) for DARA equal to 2 (3), again being much higher than that for the not founder of the firm.
Table 5. Estimated control premia (Russia)

	
	Founder/family founder
	Not founder

	DARA = 1
	-0.021
	-0.028

	DARA = 2
	0.143
	0.136

	DARA = 3
	0.317
	0.289


Then, for India we observe a control discount at risk aversion level of 1, but positive premia of 1.9% (6.9%) for DARA equal to 2 (3). Not founders exercise negeative premium at risk aversion of 1, but the premia for levels of 2 and 3.
Table 6. Estimated control premia (India)

	
	Founder/family founder
	Not founder

	DARA = 1
	-0.056
	-0.061

	DARA = 2
	0.019
	0.017

	DARA = 3
	0.069
	0.045


Finally, for Chinese companies we observe positive control premia for all three levels of risk aversion. For the value of parameter equal to 1 the premium is 5.4%, for 2 it is 19.7% and for DARA equal to 3 we obtained the outstanding result of 42.8%, which in line with that for Russia shows that a very risk averse founder of the company values control over it extremely harsh. This can be explained by cultural differences, for example, according to Christopher Madden (2005) there is a stronger tendency of “thinking about your business as of a thing that exists with the eternal aim to propagate it to your children” in communist countries, while it is difficult to define Russia as communist country, however, clearly there are at least shatters of Soviet psychology.
Table 7. Estimated control premia (China)

	
	Founder/family founder
	Not founder

	DARA = 1
	0.054
	0.011

	DARA = 2
	0.197
	0.128

	DARA = 3
	0.428
	0.215


3.5 Regression model

In order to test my hypotheses of the effect of firm-specific characteristics and ownership variables on the fact that individual risk-averse shareholders are really ready to have poor personal diversification in case they can gain the control over the firm, I run several cross-sectional regressions for each BRICS country using the samples of companies described before.
Speaking more concrete about the hypotheses tested by my regression, it should be said that the size of the firm is expected to to negatively affect the value of control, because the large companies have to be more transparent, they are highly exposed to active behavior of all investors and are very media exposed. Then, the correctness of valuation of the firm’s value, estimated by Tobin’s Q ratio is expected to have no impact on the value of control, because there is no objective explanation for poorly diversified investor to value control due to growth opportunities. Then the extent of the firm’s diversification is not expected to influence value of control, because there is no connection between investor’s personal poor diversification and activities of the firm regarding way of allocating business. Then the only variable reflecting legal control for the shareholder is the fraction of votes of the shareholders in the total number of votes, which intuitively makes control more valuable as there is more opportunity to exercise it. Finally, the last but not the least hypothesis is about the fact that if the shareholder or her family is the founders of the company they do value control excessively. 
The response variable is the value of control that was already estimated by taking differences between Black-Scholes’ calculated market value of equity and Lambert, Larcker and Verrecchia’s value for the shareholder at different DARA levels of 1, 2 and 3.

The explanatory variables are separated into two groups: firm-specific characteristics variables and ownership variables. The former content LOGSIZE – the natural logarithm of book value of assets that is used as the proxy for the size of the firm, QRATIO, which is the estimate of the correctness of valuation of the firm and ROE, the estimate of profitability of the firm. The ways of calculation of these variables was already discussed before in the Thesis. The variables controlling for ownership are NUMIND, which is the dummy variable indicating whether the company operates only in one industry (equal to 0) or in several (equal to 1), which shows the level f diversification of the company activities, but of the shareholder. VOTFR is the estimate of legal control by the major shareholder, because it is numerically the proportion of votes of the large shareholder from the total number of votes. DUALCLASS is the dummy variable whether the company has two classes of shares (voting and non-voting, equal to 1) or only one (equal to 0). And finally, the variable FOUNDER shows whether the major shareholder or her family founded the company or not, which according to my hypothesis plays a very significant role, when the shareholder decides to diversify poorly (if she is the founder, then equal to 1, if not then equal to 0).
The regressions were run for all four countries having three specifications, one takes into account only firm characteristics, the second includes only ownership variables, while the third one includes all the variables, the results are presented in Tables 12 – 23 (Appendix 2).
I will describe the results regarding to the third specification, when all the variables are taken into account, however, the rest two are consistent with in terms of intuition and directions of the effects.

The variable LOGSIZE, the estimate of the size of the firm, is significant for all four countries, but sometimes not for all three values of DARA and shows the negative relationship. Namely, for Brazil we observe 7.5%, 9.3% and 11.2% decrease for the respective values of DARA 1, 2 and 3. For Russian companies we observe a respective fall in value of control with respect to size of 9.2%, 11.8% and 14.3%. In India the results obtained are that value of control falls by 10.2% when DARA is equal to 2 and by 13.5% for DARA of 3, for risk aversion parameter value of 1, the coefficient turned to be insignificant. Finally, for China the results are the following, there is a fall in control premium of 8.1%, when DARA is 1, 9.4% for DARA of 2 and 12.1% for the value of DARA equal to 3. The results are intuitively correct, because the in the larger firms the value of control is to certain extent diluted, because there is a greater transparency, media exposure and investors are more active in these companies. While speaking about mid- and small size firms, the shareholders has a greater opportunity to have pivotal decision making, especially regarding allocation of resources.
The coefficient of QRATIO turned out to be insignificant for all models, countries and values of the DARA parameter, which indicates that the individual poorly diversified shareholder is not having incentives to have a large block in the company due to the possible growth opportunities due to the misevaluation of the firm.

Then, the coefficient of ROE, our estimate for the profitability of the company is also insignificant, showing evidence that the profitability, a monetary measure does not make or inspire the investor to pay for this by poor diversification.

Despite the fact that I expected the NUMIND variable coefficient to be negative and significant, it turned out to be insignificant, which indicates the conclusion that the investor does not relate her own diversification to the degree of how well or badly the company’s activities are diversified.

The variable VOTFR, the one indicating the fraction of shareholder’s votes in total number of votes in the firm shows that poorly diversified investor aiming at control prefers to increase his voting fraction further. For Brazil we observe extra 27.7% to the value of control at DARA level equal to 1, 29% when DARA is 2, and 29.2% for DARA of 3. For Russian companies, when DARA is equal to 1 voting fraction adds more 28.1%, 34.7% when DARA is 2 and 36.6% for a high risk aversion of 3. In India we observe even more harsh increase in value of control due to fraction of votes, it is 34.4% for DARA of 1, 39.9% if DARA is 2 and 42.6%, for the value of DARA of 3. And finally, we observe also a large correlation between the size of the controlling block held by investor and value of control, namely it is 37.1% for DARA of 1, 28.5% if DARA is 2 and for DARA equal to 3 it is 40.1%.

Consistently, with aforementioned cross-country analysis by Tatiana Nenova (2001) that stated that price differentials between voting and non-voting shares is economically insignificant, despite it was traditionally used as the estimate of value of control, the coefficient of the variable DUALCLASS is insignificant. However, intuitively there is no clear explanation for this fact, because ability to control company through voting rights must add to the value of control, however, it means that the incentive is not that serious in order to make investor poorly diversify.

And finally, the variable FOUNDER that indicates whether the major shareholder or her family are the founders of the firm. Consistent, with the proposed hypothesis the coefficient of FOUNDER turned out to be strictly significant indicating that the founder values control more than other shareholders. Speaking about effects predicted by the model, in Brazil we observe 8.2% for DARA of 1, 8.4% for DARA equal to 2 and for DARA equal to 3 we obtained 11.0%. In Russia the effect is more significant, particularly, for DARA of 1 it is 12.9%, DARA of 2 it is 13.0% and when DARA is 3 it is 14.3%. For Indian companies the results for DARA equal to 1 it is 17.2%, for DARA of 2 it is 19.1% and DARA parameter value of 3 it is 19.3%. And finally, the results for Chinese companies are drastic, showing tha for respective values of DARA 1, 2 and 3, the effect of being the founder is additional 38.2%, 47.3% and 52.5%, which is consistent with the research of Christopher Madden (2005) that was already mentioned, claiming that nepotism is much more developed in communist countries, so Chinese investors might value the opportunity to propagate the assets as the main non-pecuniar private benefit of control.
The clear drawback of this analysis is the checking of the same groups of investors for different levels of DARA, because every investor can have her own different and unique level of risk aversion.
3.6 Policy implications

Taking into account the empirical evidence of a large discrepancy between major and minority shareholders in BRICS countries there is a need to suggest and introduce different improvements in corporate governance system and legislation the sphere of protection of minority shareholders.

One major of problem of all BRICS countries is the absence of the unified law that would be introduced only in order to protect the interest of minority shareholders and consequently a special regulator in this area. The creation of the efficient law that would comprise of all past and current precedents of discriminating minority shareholders and transparently functioning body of legislative power would reduce the field for discrimination.
In some countries the market rejects the fact that there are really minority discounts claiming that the Board of Directors plays its fiduciary role of satisfying interest of all shareholders without exceptions (Navalny, 2008), however, my cross-country analysis outlines that there are significant differences in the values of blocks of major shareholders and the minority ones. 

Let us first speak about general possible improvements of corporate governance and then do this with respect to each country, because the reasons of the discrepancy between major and minority shareholders are different.

Firstly, the institution of independent directors is either absent or poorly developed in BRICS countries (Salama, 2008), however, it is an efficient instrument in controlling of fulfilment of interest of all shareholders. Generally, the major shareholders exercise their control by appointing the top-management and even the Board of Directors of the company by their almost authoritative decision, which gives rise to the possibility of the Board being biased towards interests of those, who literally gave them the job, i.e. major shareholders. The independent director, in theory, will protect the interests of all shareholders equally, because she is not related to any of them. Of course, this way has its own shortcomings, for example, that independent director still can be influenced by the major shareholder.
Secondly, there is a need to make having the rating of transparency assigned by the international agencies obligatory. Lack of disclosure and media exposure of many firms makes it impossible to detect whether the rights of minority shareholders do really exist.

Then, let us speak about each country separately, because the problems seem to be country-specific. There is a need to limit the voting fraction of one shareholder, because it brings the highest impact on the value of control. Of course, there is a question legitimacy of such action, however, it can be done with the adjustment to the fact whether the major shareholder is the founder or not, which does not bring a very drastic effect on the value of control.

Then speaking about Russia, firstly, the law stating the forced buyout of all shareholders, if one accumulates more than 95 percent of shares of the firm, because the market price at which it is done is miserable, should be modified or cancelled at all. Especially for privately held companies the valuation of the minority shareholders blocks becomes a procedure that makes the price approach zero.

Let us now move to Indian case, where there is an apparent discrepancy due to voting fraction of largest shareholder. Due to such a serious effect in line with decent impact of FOUNDER factor, the reasonable way is to dilute the voting rights of the majority shareholder, for example, by giving to the shareholder with small proportion of shares the number of votes for her one share much more than proportional.

Finally, let us discuss the policy implication in China. The outstanding result is such a harsh impact of being founder of the company in China on the value of control. Then, clearly the basic improvement is to limit nepotism in Chinese companies with high ownership concentration and make the disclosure by the founder on the fulfilment of adequate corporate governance policy detailed, regular and obligatory.
Conclusion
There is an unfair discrepancy between values of the blocks held by large and minority shareholders. The majority shareholders are able to extract value at the expense of the minority ones. They do this by exercising their control benefits, while preferring to hold large blocks of shares of one company making their personal diversification poor due to non-pecuniary private benefits of control that are in the form of their ability to make pivotal decisions and allocate resources of the firm in their mind.
In the BRICS countries this problem is even harsher than that in the European countries and in the USA. Using executive compensation model proposed by Lambert, Larcker and Verrecchia we estimate the value for the shareholder and subtract it from the market value of equity estimated through Black-Scholes’ option pricing model. The calculated differences represent the lower bound of the value of control. The estimated control premia across BRICS countries are calculated under three values of Decreasing Absolute Risk Aversion parameter – 1, 2 and 3. The respective estimated values of control are 2.1%, 4.7% and 7.3% for Brazil, for Russia there is control discount of 2.1% at DARA level of 1, and control premia of 14.3 % and 31.7% for DARA values of 2 and respectively, in India control discount of 5.6%, control premia of 1.9% and 6.9% respectively, and finally in China control premia of 5.4%, 19.7% and 42.8% respectively.
The size of the firm positively affects the value of control as well as voting fraction of the largest shareholder of total number of votes, and being the founder of the company or the continuator of the family business. Profitability of the firm, number of industries of company’s operations and existence of two types of shares in the company (voting and non-voting) do not affect the value of control.

Speaking about policy implications there should be an introduction of unified law protecting the rights of the minority shareholders, creation of the legal authority controlling the fulfilment of this law, the development of institution of independent directors should be done, making receiving of the transparency rating obligatory, cancel forced buyouts of small blocks of shares and limiting of the nepotism. 
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Appendix 1
Table 8. Wealth concentration (Brazil)
	Company
	Industry
	Largest shareholder
	Net worth ($ mil)
	% of wealth invested in the firm

	Anheuser-Busch InBev
	Beer
	Jorge Paulo Lemann
	17,800
	54

	Bank J. Safra Sarasin
	Banking
	Joseph Safra
	15,900
	85

	Grupo Votorantim
	Commodities
	Antonio Ermirio De Moraes
	12,700
	67

	Camargo Correa
	Construction
	Dirce Navarro De Camargo


	11,500
	52

	OGX Petroleo e Gas
	Mining, oil
	Eike Batista


	10,600
	26

	Anheuser-Busch Inbev
	Beer
	Marcel Herrmann Telles


	9,100
	64

	Rede Globo
	Media
	Joao Roberto Marinho


	8,700
	66

	Rede Globo
	Media
	Roberto Irineu Marinho


	8,700
	92

	Grupo Abril
	Publishing, TV
	Roberto Civita


	4,900
	89

	Grupo Petropolis
	Beer
	Walter Faria


	4,600
	47


	M. Dias Branco S.A.
	Food, production
	Francisco Ivens de Sa Dias Branco


	4,400
	17

	BTG Pactual
	Banking
	Andre Esteves


	4,000
	59

	Conglomerado Alfa
	Banking
	Aloysio de Andrade Faria


	3,800
	53

	Grupo Pão de Açúcar
	Retail
	Abilio dos Santos Diniz


	3,700
	38

	Natura
	Costmetics
	Antonio Luiz Seabra


	3,200
	46

	Guararapes Confecções
	Retail
	Nevaldo Rocha


	3,000
	24

	Amil
	Hospitals, health care
	Edson de Godoy Bueno


	2,600
	65

	CCR Group
	Toll roads
	Ana Maria Marcondes Penido Sant'Anna


	2,600
	99

	Cosan
	Sugar, ethanol
	Rubens Ometto Silveira Mello


	2,600
	19

	Amil
	Hospital, health-care
	Dulce Pugliese de Godoy Bueno


	2,400
	76

	Bank J. Safra Sarasin
	Banking
	Moise Safra


	2,400
	89

	Facebook
	Internet
	Eduardo Saverin


	2,200
	26

	Hypermarcas SA
	Consumer goods
	Joao Alves de Queiroz Filho
	2,100
	32

	Geracao Futuro L Par fund
	Investments
	Lirio Parisotto
	2,000
	92

	Cyrela Brazil Realty
	Real estate
	Elie Horn


	1,900
	95

	Multiplan
	Shopping centers
	Jose Isaac Peres


	1,900
	24

	Natura
	Cosmetics
	Guilherme Peirao Leal


	1,800
	48

	Porto Seguro
	Insurance
	Jayme Garfinkel


	1,750
	97

	MRV Engenharia
	Homebuilding
	Rubens Menin Teixeira de Souza


	1,700
	95

	Bradesco Bank
	Banking
	Lina Maria Aguiar
	1,600
	77

	Grupo Silvio Santos
	Television
	Silvio Santos


	1,300
	80

	Cataguazes Leopoldina
	Electricity distribution
	Antonio Jose Carneiro


	1,200
	34

	Investimentos Itau S.A.
	Banking
	Ana Lucia de Mattos Barretto Villela


	1,150
	74

	Banco Itau
	Banking
	Alfredo Egydio Arruda Villela Filho


	1,150
	45

	CCR Group
	Toll roads
	Rosa Evangelina Marcondes Penido Dalla Vecchia


	1,150
	60

	Ultrapar
	Gas, petrochemicals
	Daisy Igel


	1,100
	38

	Nine Dragon Paper
	Paper, manufacturing
	Liu Ming Chung


	1,100
	95

	Telemundo affiliate
	Broadcasting
	Edir Macedo


	1,100
	91

	CVC Brasil Operadora e Agencia de Viagens S.A.
	Tourism
	Guilherme Paulus


	1,100
	25

	Companhia Siderurgica Nacional
	Steel
	Dorothea Steinbruch


	1,100
	88

	Marfrig
	Food processing
	Marcos Antonio Molina dos Santos


	1,000
	94


Source: Forbes; Bloomberg; author’s calculations
Table 9. Wealth concentration (Russia)
	Company
	Industry
	Largest shareholder
	Net worth ($ mil)
	% of wealth invested in the firm

	USM Holdings Limited
	Steel, telecom, investments
	Alisher Usmanov


	17,600
	64

	Alfa Group
	Oil, banking, telecom
	Mikhail Fridman


	16,500
	22

	Sibur Holding
	Gas, chemicals
	Leonid Mikhelson


	15,400
	93

	Renova
	Oil, metals
	Viktor Vekselberg


	15,100
	49

	Lukoil
	Oil
	Vagit Alekperov


	14,800
	40

	Eurochem
	Coal, fertilizers
	Andrey Melnichenko


	14,400
	56

	InterRos
	Metals, television, Internet
	Vladimir Potanin


	14,300
	27

	Universal Cargo Logistics Holding
	Steel, transport
	Vladimir Lisin


	14,100
	37

	Gunvor Group
	Oil, gas
	Gennady Timchenko


	14,100
	31

	Oneksim Group
	Investments
	Mikhail Prokhorov


	13,000
	82

	Sevrstail Group
	Steel, investments
	Alexey Mordashov


	12,800
	76

	Alfa Group
	Oil, banking, telecom
	German Khan


	10,500
	52

	Millhouse Capital
	Steel, investments
	Roman Abramovich


	10,200
	56

	Uralkali
	Fertilizer
	Dmitry Rybolovlev


	9,100
	73

	UGMK-Holding
	Mining, metals, machinery
	Iskander Makhmudov


	8,700
	75

	UC Rusal
	Aluminium, Utilities
	Oleg Deripaska


	8,500
	77

	Magnit
	Retail
	Sergei Galitsky


	8,200
	64

	Alfa Group
	Oil, banking, telecom
	Alexei Kuzmichev


	8,200
	96

	Oskol Meral Works
	Steel
	Andrei Skoch


	7,900
	73

	Lukoil
	Oil
	Leonid Fedun


	7,100
	95

	Polyus Gold
	Investments
	Suleiman Kerimov


	7,100
	48

	Eurocement Group
	Construction material
	Filaret Galchev


	6,700
	91

	AFK Sistema
	Telecom
	Vladimir Yevtushenkov


	6,700
	94

	TMK
	Banking
	Sergei Popov


	5,800
	62

	Alfa Group
	Oil, banking, telecom
	Pyotr Aven


	5,400
	47

	Energostroyinvest
	Steel, mining
	Alexander Abramov


	4,600
	29

	MMK
	Steel
	Viktor Rashnikov


	4,200
	91

	Fosagro
	Fertilizers
	Andrei Guriev


	4,000
	71

	Tashir Group
	Development
	Samvel Karapetyan


	3,800
	98

	Polymetal
	Metals, banking, fertilizers
	Alexander Nesis


	3,300
	69

	SGM Group
	Construction, pipes, banking
	Arkady Rotenberg


	3,300
	25

	Surgutneftegas
	Oil
	Vladimir Bogdanov
	3,200
	90

	Uralchem
	Chemicals
	Dmitry Mazepin


	3,200
	89

	BIN Group
	Oil, real estate
	Mikhail Gutseriev


	3,000
	27

	ESC
	Real estate
	Zarakh Iliev


	3,000
	35

	Vnukovo
	Cement, airport
	Lev Kvetnoi


	3,000
	97

	ESC
	Real estate
	God Nisanov
	3,000
	97

	Metalloinvest
	Metals, real estate
	Vasily Anisimov


	2,900
	73

	Absolut Group
	Banking, real estate
	Alexander Svetakov


	2,800
	24

	Uralsib
	Banking
	Nikolai Tsvetkov


	2,600
	50

	Stroygazconsulting
	Construction
	Ziyad Manasir


	2,500
	44

	Acron
	Fertilizer, real estate
	Vyacheslav Kantor


	2,400
	93

	Rosgosstrakh
	Insurance, banking, real estate
	Danil Khachaturov


	2,400
	70

	Eurasia Drilling Company
	Oil services
	Alexander Dzhaparidze


	2,300
	81

	SUP Media
	Investments
	Alexander Mamut


	2,300
	87

	Energo Concern
	Coal, metallurgy
	Viktor Nusenkis


	2,200
	45

	Sinara Group
	Steel pipes
	Dmitry Pumpyansky


	2,200
	56

	Rusagro
	Agriculture, development
	Vadim Moshkovich


	2,100
	84

	Summa Capital
	Port
	Alexander Ponomarenko


	2,100
	39

	Summa Capital
	Port
	Alexander Skorobogatko
	2,100
	63

	Evraz Group
	Mining, steel
	Alexander Frolov


	2,000
	98

	Mercury Development
	Tobacco distribution, retail
	Igor Kesaev


	2,000
	80

	Alfa Eco
	Telecom, finance
	Gleb Fetisov


	1,900
	74

	Smart Holding Group
	Steel
	Andrei Klyamko


	1,900
	35

	Itera
	Gas
	Igor Makarov


	1,900
	34

	Crocus Inter
	Real estate
	Aras Agalarov


	1,800
	93

	SU-155
	Construction
	Mikhail Balakin


	1,800
	73

	Mechel Group
	Steel
	Igor Zyuzin


	1,800
	37

	Domodedovo
	Airport
	Valery Kogan


	1,750
	59

	Russian Standard
	Banking
	Roustam Tariko


	1,750
	41

	Technoserv
	Banking, IT, real estate
	Alexei Ananyev


	1,700
	47

	Technoserv
	Banking, IT, real estate
	Dmitry Ananyev


	1,700
	79

	United Metallurgical Company
	Steel pipes
	Anatoly Sedykh


	1,700
	24

	Sibuglemet
	Coal, fertilisers
	Anatoly Skurov


	1,700
	85

	LSR Group
	Construction materials
	Andrei Molchanov


	1,650
	25

	SDS-Holding
	Coal, railway transport
	Vladimir Gridin


	1,500
	35

	Altimo
	Oil, telecom, banking
	Andrei Kosogov


	1,500
	27

	Regions Group
	Fertilizers
	Zelimkhan Mutsoev
	1,500
	81

	Nortgas
	Natural gas
	Farkhad Akhmedov


	1,400
	73

	Credit Bank of Moscow
	Banking, development
	Roman Avdeev


	1,400
	47

	Rive Gauche
	Entertaiment, retail, real estate
	Oleg Boyko


	1,400
	100


Source: Forbes; Bloomberg; author’s calculations
Table 10. Wealth concentration (India)

	Company
	Industry
	Largest shareholder
	Net worth ($ mil)
	% of wealth invested in the firm

	Reliance Industries
	Petrochemicals, oil & gas
	Mukesh Ambani


	21,500
	69



	ArcelorMittal
	ArcelorMittal
	Lakshmi Mittal


	16,500
	47

	Wipro
	Software
	Azim Premji


	11,200
	79

	Sun Pharmaceutical Industries
	Pharmaceuticals
	Dilip Shanghvi


	9,400
	25

	Essar Group
	Steel, oil
	Shashi

Ruvia
	8,500
	34

	Essar Group
	Steel, oil
	Ravi

Ruvia
	8,500
	63

	Aditya Birla Group
	Commodities
	Kumar Birla


	7,900
	96

	OP Jindal Group
	Steel
	Savitri Jindal


	7,600
	59

	Bharti Airtel
	Telecom
	Sunil Mittal


	6,800
	48

	HCL Group
	Information technology
	Shiv Nadar


	6,500
	29

	DLF
	Real estate
	Kushal Pal Singh


	6,300
	28

	Reliance Ind.
	Telecom
	Anil Ambani
	5,200
	26

	Kotak Mahindra Bank
	Banking
	Uday Kotak


	4,400
	77

	Landmark Group
	Retail
	Micky Jagtiani


	4,000
	50

	Serum Institute of India
	Biotech
	Cyrus Poonawalla


	3,900
	52

	Godrej Group
	Consumer goods
	Adi Godrej


	3,600
	75

	Godrej Group
	Consumer goods
	Jamshyd Godrej


	3,600
	28

	Vedanta Resources
	Mining, metals
	Anil Agarwal


	3,400
	100

	Sun TV Network
	Media
	Kalanithi Maran


	3,300
	38

	Adani Enterprises
	Commodities, infrastructure
	Gautam Adani


	3,100
	96

	Fortis Healthcare
	Healthcare
	Malvinder

Singh


	2,600
	65

	Fortis Healthcare
	Healthcare
	Shivinder Singh


	2,600
	21

	Zee Entertainment
	Media
	Subhash Chandra


	2,400
	92

	Lupin
	Pharmaceuticals
	Desh Bandhu Gupta


	2,400
	41

	Bennett, Coleman & Co.
	Media
	Indu Jain


	2,200
	75

	Hero Group
	Motorcycles
	Brijmohan Lall Munjal
	2,200
	56

	Indus Gas
	Oil
	Ajay Kalsi


	2,100
	66

	Cadila Healthcare
	Pharmaceuticals
	Pankaj Patel


	2,100
	71

	Bajaj Group
	Motorcycles
	Rahul Bajaj


	2,000
	83

	Rajan Raheja Group
	Real estate, technology
	Rajan Raheja


	2,000
	59

	Piramal Healthcare
	Pharmaceuticals
	Ajay Piramal


	1,600
	93

	Wockhardt
	Pharmaceuticals
	Habil Khorakiwala


	1,550
	12

	Catamaran
	Software
	N.R. Narayana Murthy


	1,550
	66

	Asian Paints
	Paints
	Ashwin Dani


	1,500
	46

	Dr. Reddy's Laboratories
	Pharmaceuticals
	K. Anji Reddy


	1,500
	79

	Bhushan Steel
	Steel
	Brij Bhushan Singal


	1,500
	27

	LuLu Group
	Retail
	M.A. Yusuff Ali


	1,500
	87

	Oberoi Realty
	Real estate
	Vikas Oberoi
	1,450
	66

	RJ Corp
	Soft drinks
	Ravi Jaipuria


	1,400
	74

	Lodha Developers
	Real estate
	Mangal Prabhat Lodha


	1,400
	31

	Infosys
	Software
	Senapathy Gopalakrishnan


	1,350
	15

	Divis Laboratories
	Pharmaceuticals
	Murali Divi


	1,300
	75

	Infosys
	Software
	Nandan Nilekani


	1.300
	20

	Manipal Education & Medical Group
	Education
	Ranjan Pai


	1,300
	42

	Videocon
	Electronics
	Venugopal Dhoot


	1,250
	64

	Titan Industries
	Investments
	Rakesh Jhunjhunwala


	1,250
	31

	Cipla
	Pharmceuticals
	Yusuf Hamied


	1,200
	74

	Bharat Forge
	Engineering
	Baba Kalyani


	1,200
	56

	Kalpataru Constructions
	Real estate
	Mofatraj Munot


	1,200
	42

	GMR Infrastructure
	Infrastructure
	G. M. Rao


	1,100
	71

	Joyalukkas
	Jewelry
	Joy Alukkas
	1,000
	20

	Kalyan Jewellers
	Jewelry
	T.S. Kalyanaraman


	1,000
	53

	Laurence Graffe of India
	Diamond jewelry
	Nirav Modi


	1,000
	95

	Embassy Property Developments
	Real estate
	Jitendra Virwani


	1,000
	33


Source: Forbes; Bloomberg; author’s calculations
Table 11. Wealth concentration (China)

	Company
	Industry
	Largest shareholder
	Net worth ($ mil)
	% of wealth invested in the firm

	Wahaha
	Beverages
	Zong Qinghou


	11,600
	73

	Dalian Wanda Group
	Real estate
	Wang Jianlin


	8,600
	68

	Sany Group
	Manufacturing
	Liang Wengen


	7,300
	44

	Baidu
	Technology
	Robin Li


	6,900
	38

	Tencent Holdings
	Internet
	Ma Huateng


	6,800
	43

	East Hope Group
	Agribusiness
	Liu Yongxing


	6,000
	37

	Evergrande Real Estate Group
	Real estate
	Hui Ka Yan


	5,900
	69

	Country Garden Holdings
	Real estate
	Yang Huiyan


	5,700
	59

	Great Wall Motor
	Automobiles
	Wei Jianjun


	5,300
	59

	Fu Wah International Group
	Real estate
	Chan Laiwa


	4,100
	64

	Oceanwide Group
	Banking, technology
	Lu Zhiqiang


	4,000
	34

	Xinjiang Guanghui Industry Investment Group
	Energy, real estate
	Sun Guangxin


	4,000
	56

	New Hope Group
	Agribusiness
	Liu Yonghao
	3,800
	94

	SOHO China
	Real estate
	Zhang Xin


	3,600
	74

	Alibaba
	Internet
	Jack Ma
	3,400
	43

	Suning Appliance
	Retail
	Zhang Jindong


	3,300
	39

	Midea Group
	Appliances
	He Xiangjian


	3,100
	47

	Wanxiang Group
	Real estate, automobiles, finance
	Lu Guanqiu


	3,100
	62

	Netease
	Online games
	William Ding


	3,000
	63

	China Hongqiao Group
	Metals
	Zhang Shiping


	3,000
	88

	Minsheng
	Investments
	Shi Yuzhu


	2,900
	99

	Longfor Properties
	Real estate
	Cai Kui


	2,700
	40

	Fosun International
	pharmaceuticals, real estate, steel, mining, retail and publishing
	Guo Guangchang


	2,700
	76

	Century Golden Resources Group
	Real estate
	Huang Rulun


	2,700
	46

	Guangzhou R&F
	Real estate
	Zhang Li


	2,700
	87

	Xinhu Zhongbao
	Real estate
	Huang Wei


	2,600
	62

	Tencent
	Internet
	Zhang Zhidong


	2,600
	97

	New Huadu Group
	Mineral
	Chen Fashu


	2,550
	88

	Hengan International
	Consumer products
	Hui Lin Chit


	2,500
	38

	Hengan International
	Consumer products
	Sze Man Bok


	2,500
	48

	Summit Property Development
	Real estate
	Tong Jinquan


	2,500
	86

	ENN Group
	Energy
	Wang Yusuo


	2,400
	82

	AAC Technologies
	Electronics
	Pan Zhengmin


	2,300
	49

	BYD
	Batteries, autos
	Wang Chuanfu


	2,300
	91

	Suzhou Gold Mantis Construction Decoration
	Interior decorating
	Zhu Xingliang


	2,300
	61

	Hopson Development
	Real estate
	Chu Mang Yee


	2,200
	58

	Zhejiang Dahua Technology
	Electronics
	Fu Liquan


	2,200
	53

	GoerTek
	Electronics
	Jiang Bin


	2,200
	40

	Geely Auto
	Automobiles
	Li Shufu


	2,200
	95

	Intime Department Store
	Retail
	Shen Guojun


	2,200
	76

	Yangtze River Pharmaceutical Group
	Pharmaceuticals
	Xu Jingren


	2,200
	67

	Bosideng International Holdings
	Apparel
	Gao Dekang


	2,100
	88

	Zhejiang Semir Garment
	Retail
	Qiu Guanghe


	2,100
	93

	Shanghai Metersbonwe Fashion & Accessories
	Retail
	Zhou Chengjian


	2,100
	72

	Beijing Orient Landscape
	Landscape architecture
	He Qiaonv


	2,000
	63

	Shenzhou International Group
	Textile, apparel
	Ma Jianrong


	1,950
	86

	China Zhongwang
	Metal processors
	Liu Zhongtian


	1,850
	91

	United Energy
	Energy
	Zhang Hongwei
	1,850
	82

	Hengli Group
	Chemicals
	Chen Jianhua


	1,800
	93

	China Liansu Group
	Pipe manufacturing
	Wong Luen Hei


	1,800
	57

	GCL-Poly Energy Holdings
	Solar panel materials
	Zhu Gongshan


	1,800
	70

	Xiaomi
	Smartphones
	Lei Jun


	1,750
	69

	Nanshan Group
	Aluminum, apparel, jets, education, tourism
	Song Zuowen


	1,700
	84

	BYD
	Automobile, investments
	Lu Xiangyang


	1,650
	75

	Hunan Yongjin Group
	Investments
	Chen Jinxia


	1,550
	87

	Beijing's Fangda International Industrial Investment
	Manufacturing
	Fang Wei


	1,500
	37

	Chongqing Zhifei Biological Products
	Pharmaceuticals
	Jiang Rensheng


	1,500
	74

	Yurun Group of Nanjing
	Food
	Zhu Yicai


	1,500
	65

	Shenzhen Liye Group
	Investments
	Lin Li


	1,450
	42


Source: Forbes; Bloomberg; author’s calculations

	

	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



	
	
	

	
	
	

	
	
	

	
	
	



	
	
	

	
	
	

	
	
	

	
	
	



	
	
	

	
	
	

	
	
	

	
	
	



	
	
	

	
	
	

	
	
	

	
	
	


Appendix 2
Table 12. Brazil
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	0.337
(1.637)
	0.318
(1.322)
	0.331
(0.988)

	LOGSIZE
	-0.013
(-2.318)
	-0.028
(-2.526)
	-0.031
(-1.889)

	QRATIO
	-0.091
(-0.966)
	-0.085
(-1.872)
	-0.068
(-1.752)

	ROE
	-0.069
(-0.471)
	-0.088
(-0.602)
	-0.095
(-0.763)

	NUMIND
	
	
	

	VOTFR
	
	
	

	DUALCLASS
	
	
	

	FOUNDER
	
	
	

	R2
	0.112
	0.158
	0.189


Table 13. Brazil
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	
	
	

	LOGSIZE
	
	
	

	QRATIO
	
	
	

	ROE
	
	
	

	NUMIND
	0.031

(0.512)
	0.055

(0.638)
	0.060

(0.833)

	VOTFR
	0.237

(2.899)
	0.284

(3.031)
	0.325

(3.089)

	DUALCLASS
	0.017

(0.571)
	0.032

(0.612)
	0.039

(0.651)

	FOUNDER
	0.041

(1.983)
	0.068

(2.056)
	0.083

(2.717)

	R2
	0.212
	0.297
	0.315


Table 14. Brazil
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	1.914
(1.912)
	1.852
(2.103)
	2.481
(2.007)

	LOGSIZE
	-0.075
(-2.099)
	-0.093
(-2.534)
	-0.112
(-2.681)

	QRATIO
	-0.091
(-1.401)
	-0.075

(-1.807)
	-0.071
(-1.772)

	ROE
	0.011
(0.453)
	-0.021
(-0.710)
	-0.054

(-0.881)

	NUMIND
	0.061
(0.701)
	0.074
(0.617)
	0.088
(1.021)

	VOTFR
	0.277
(2.150)
	0.290
(3.019)
	0.292
(3.971)

	DUALCLASS
	0.019
(0.593)
	0.034
(0.619)
	0.043
(0.892)

	FOUNDER
	0.082
(2.081)
	0.084
(2.119)
	0.110
(2.902)

	R2
	0.489
	0.517
	0.672


Table 15. Russia
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	4.561
(1.961)
	4.810
(1.488)
	5.003
(2.816)

	LOGSIZE
	-0.027
(-3.172)
	-0.031
(-3.109)
	-0.046
(-3.817)

	QRATIO
	-0.103
(-0.910)
	-0.072
(-1.703)
	-0.055
(-1.916)

	ROE
	-0.080
(-0.505)
	-0.003
(-0.904)
	-0.104
(-0.761)

	NUMIND
	
	
	

	VOTFR
	
	
	

	DUALCLASS
	
	
	

	FOUNDER
	
	
	

	R2
	0.181
	0.193
	0.201


Table 16. Russia
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	
	
	

	LOGSIZE
	
	
	

	QRATIO
	
	
	

	ROE
	
	
	

	NUMIND
	0.034
(0.701)
	0.055

(0.691)
	0.109
(0.807)

	VOTFR
	0.191
(2.011)
	0.292
(2.710)
	0.345
(3.001)

	DUALCLASS
	0.011
(0.784)
	0.028
(0.881)
	0.040
(0.726)

	FOUNDER
	0.088
(2.910)
	0.095
(2.672)
	0.117
(3.092)

	R2
	0.192
	0.261
	0.384


Table 17. Russia
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	2.001
(1.761)
	1.995
(2.471)
	2.493
(2.201)

	LOGSIZE
	-0.092
(-2.101)
	-0.118
(-2.922)
	-0.143
(-3.095)

	QRATIO
	-0.082
(-0.871)
	-0.079
(-1.978)
	-0.075
(-1.093)

	ROE
	0.056
(0.246)
	-0.043
(-0.776)
	-0.091
(-0.892)

	NUMIND
	0.864
(0.985)
	0.951
(0.759)
	0.087
(0.077)

	VOTFR
	0.281
(2.921)
	0.347
(3.017)
	0.366
(4.071)

	DUALCLASS
	0.079
(0.334)
	0.011
(0.637)
	0.179
(0.891)

	FOUNDER
	0.129
(2.099)
	0.130
(2.445)
	0.143
(2.908)

	R2
	0.518
	0.627
	0.713


Table 18. India
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	17.221

(1.011)
	17.310

(1.921)
	16.643

(2.840)

	LOGSIZE
	-0.012

(-5.991)
	-0.044
(-3.382)
	-0.071
(-4.160)

	QRATIO
	-0.031
(-1.882)
	-0.047

(-0.971)
	-0.063
(-0.911)

	ROE
	-0.064
(-0.237)
	-0.011
(-0.947)
	-0.103
(-0.942)

	NUMIND
	
	
	

	VOTFR
	
	
	

	DUALCLASS
	
	
	

	FOUNDER
	
	
	

	R2
	0.163
	0.182
	0.211


Table 19. India
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	
	
	

	LOGSIZE
	
	
	

	QRATIO
	
	
	

	ROE
	
	
	

	NUMIND
	0.011
(0.478)
	0.059
(0.369)
	0.427
(0.759)

	VOTFR
	0.101
(3.212)
	0.193
(2.981)
	0.352
(3.880)

	DUALCLASS
	0.063
(0.985)
	0.016
(0.092)
	0.045
(0.658)

	FOUNDER
	0.072
(3.905)
	0.105
(6.407)
	0.175
(5.622)

	R2
	0.241
	0.275
	0.349


Table 20. India

	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	3.133
(1.538)
	2.958
(2.001)
	3.463

(2.775)

	LOGSIZE
	-0.096
(-5.141)
	-0.102
(-2.832)
	-0.135
(-4.785)

	QRATIO
	-0.091
(-0.551)
	-0.089
(-1.005)
	-0.076
(-1.437)

	ROE
	0.076
(0.673)
	-0.005
(-0.964)
	0.981
(0.866)

	NUMIND
	0.837
(0.951)
	0.550
(0.104)
	0.195
(0.849)

	VOTFR
	0.344
(2.105)
	0.399
(5.074)
	0.426
(4.761)

	DUALCLASS
	0.894
(0.452)
	0.011

(0.720)
	0.403
(1.238)

	FOUNDER
	0.172
(2.692)
	0.191
(2.440)
	0.193
(2.921)

	R2
	0.658
	0.692
	0.722


Table 21. China
	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	6.214

(2.701)
	7.103

(1.551)
	6.527

(2.803)

	LOGSIZE
	-0.014

(-3.961)
	-0.041

(-3.001)
	-0.077

(-2.160)

	QRATIO
	-0.043

(-1.227)
	-0.051

(-1.712)
	-0.078

(-0.591)

	ROE
	0.011

(0.347)
	0.562

(0.752)
	-0.932

(-0.886)

	NUMIND
	
	
	

	VOTFR
	
	
	

	DUALCLASS
	
	
	

	FOUNDER
	
	
	

	R2
	0.273
	0.281
	0.290


Table 22. China

	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	
	
	

	LOGSIZE
	
	
	

	QRATIO
	
	
	

	ROE
	
	
	

	NUMIND
	0.563

(0.582)
	0.119

(0.925)
	0.401

(0.753)

	VOTFR
	0.292

(5.162)
	0.382

(3.573)
	0.407

(4.802)

	DUALCLASS
	1.439

(0.553)
	0.211

(0.754)
	0.984
(0.885)

	FOUNDER
	0.291
(3.544)
	0.452
(7.548)
	0.494
(5.482)

	R2
	0.362
	0.375
	0.464


Table 23. China

	Variable
	DARA = 1
	DARA = 2
	DARA = 3

	INTERCEPT
	0.221
(1.475)
	0.241
(3.099)
	0.207
(2.759)

	LOGSIZE
	-0.081
(-6.114)
	-0.094
(-3.083)
	-0.121
(-3.875)

	QRATIO
	-0.154
(-1.201)
	-0.091
(-0.481)
	-0.046
(-0.993)

	ROE
	-0.176

(-0.363)
	-0.021
(-1.261)
	0.110
(0.921)

	NUMIND
	1.227
(0.413)
	0.920
(0.451)
	0.547
(0.947)

	VOTFR
	0.371
(2.519)
	0.385
(4.304)
	0.401
(7.651)

	DUALCLASS
	0.872
(0.452)
	1.226
(0.720)
	0.910
(0.453)

	FOUNDER
	0.382
(5.649)
	0.473
(3.574)
	0.525
(4.263)

	R2
	0.691
	0.743
	0.785


�Вот здесь идет обзор, сопоставления результатов у разных авторов, сравнение методологий и тд. Вот так нужно сделать  весь обзор
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