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Abstract: This descriptive study makes a longitudinal analysis of the ownership
structure of Spanish companies in innovative economic sectors. Our purpose is to
contribute to the inconclusive research that analyses the impact of ownership structure
on innovation by describing who the main blockholders of innovative companies in
Spain are, determining the influence of domestic versus foreign capital, and exploring
whether there are any significant differences when different time periods and different
innovative sectors are compared. We collected data from 86 Spanish companies in
innovative sectors between 2003 and 2014 (inclusive) which supplied a total of 898
observations. The results confirm that Spanish capital plays a bigger role than foreign
capital in the ownership structure of Spanish innovative sectors, and that concentrated
ownership by the board of directors, especially by affiliated directors, is also important.
There are significant differences in the ownership structure of Spanish innovative
sectors. However, its evolution over time is quite stable, with the exception of the

proportion of executive ownership.
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1. Introduction

Previous research has shown the relevance of innovation for company survival
and success (Kor, 2006). Innovation strategies allow companies to improve their
competitive position (Wadhwa and Kotha, 2006) and their performance in the
long-term (Zhou, 2006).

Companies’ internal and external innovation strategies are influenced by
numerous factors (Cassiman and Veugelers, 2006). From an internal perspective,
corporate governance strongly affects corporate strategies, since it explains how
the power of decision-making is distributed and shared within organisations.
Previous research has highlighted the role played by ownership structure
(Hoskisson et alii, 2002) as a crucial internal factor that influences decision-
making and corporate strategies.

Corporate governance literature emphasises ownership structure as the most
important research topic attempting to link corporate governance and innovation.
According to Gonzales-Bustos and Herndndez-Lara (2016), ownership
structure is the most cited research topic in this literature, and features in more
than 20.6% of the research papers that analyse this relationship; furthermore,
its importance is growing over time. More specifically, ownership concentration
and the existence of blockholders are traits of corporate governance that are
particularly important in certain contexts and governance models, and analysing
the influences of these blockholders on innovation has been considered a priority
by previous research.

As far as the effects that ownership structure has on innovation, as we have
mentioned above, the focus has been on the influence of ownership concentration
(Kochhar and David, 1996; David et alii, 2001), and on the effects on innovation
of different types of blockholders: for example, institutional (Choi et alii, 2011;
2012; David et alii, 2001; Kochhar and David, 1996), public (Choi et alii, 2011;
Xiao and Zhao, 2012; Zeng and Lin, 2011), financial (Tribo et alii, 2007), or
family ownership (Block, 2012; Chang et alii, 2006; Chen and Hsu, 2009).
However, academic research has not reached a clear consensus on the effects that
these characteristics of ownership structure finally exert on innovation. Some
authors have found a positive association between ownership concentration and
innovation efforts, measured as R&D investments (Lee, 2012), whilst others
have found a negative association (Brunninge et alii, 2007; Ortega-Argiles et alii,
2005; Zeng and Lin, 2011). And some studies have not been able to demonstrate
any effects, positive or negative, of ownership concentration on innovation (Choi
et alii, 2011; 2012). These incongruent results obtained by previous research
have been explained by other kinds of effect, not only direct, but for example an
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inverted U-shape link, which would explain that when ownership concentration
grows, its effect on innovation can be positive in a first stage, but afterwards
can turn into negative when concentration becomes excessive (Liu, 2012). On
the other hand, some other authors have explained the potential moderator
effect exerted by blockholders. For example, Tsao and Chen (2012) considered
that ownership concentration might moderate the relationship between
internationalisation and innovation. Kim et alii (2008) studied how significant
shareholders might moderate the association between the lack of financial
resources and R&D investments, concluding that familiar ownership exerts a
positive moderation effect, whilst institutional ownership and foreign capital
have a negative moderation influence. Therefore, most studies try to justify the
lack of consensus of the effects of ownership concentration considering that not
all significant shareholders are the same. They do not constitute a homogeneous
group with the same interests and objectives. On the contrary, they are different;
they want and look for different goals and, therefore can exert different influences
with their acts and decisions. But even so, when one specific type of blockholder
is under analysis, not always its influences on innovation are clear.

The main objective of this study is to carry out a longitudinal descriptive
research on the ownership structure of Spanish companies belonging to
innovative sectors. Our purpose is to contribute to the inconclusive research
that analyses the impact of ownership structure on innovation, describing
who the main blockholders of innovative companies in Spain are, determining
the influence of domestic versus foreign capital, and exploring whether some
significant differences can be found or not when comparing over time and also
among different innovative sectors.

Our results confirm that the most common major shareholders in the case
of innovative companies in Spain are directors and shareholders of the same
country. Among the different types of directors, affiliated directors are the most
relevant in terms of the percentage of shares they hold in such companies. The
lowest percentages of capital are those held by institutional owners, excluding
financial institutions, and those held by executives directors. There are significant
differences in the ownership structure of different Spanish innovative sectors,
but the most and least relevant shareholders, in terms of their concentrated
ownership, were almost the same in all the sectors compared. In addition,
ownership structure in Spanish companies belonging to innovative economic
sectors was stable over time. All in all, our results confirm that ownership
structure in Spanish companies does not seem to foster an appropriate innovative
environment for innovation.
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We aim to contribute to the literature not by trying to explain or predict
innovation indicators through ownership structure, which is beyond our goal,
but by analysing how is the ownership structure of innovative companies in
Spain, who are their main shareholders, and if are there any differences when

comparing companies of different innovative sectors and over time.

2. Literature review on the effects of ownership
structure on innovation

There are many studies that suggest and try to demonstrate what the effects
of ownership structure on innovation are, but few conclusive results have been
finally reached, which makes this research line an interesting topic for academia.

Past researchers consider different theoretical perspectives to describe this
relationship, being the most relevant ones, the agency and the stewardship
theories. The agency theory highlights some key assumptions on the opportunistic
behaviour of individuals, interested in satisfying their own objectives and goals.
It could cause some agency costs in the case of organisations where there is
separation between ownership and control (Eisenhardt, 1989). From the agency
theory perspective, ownership structure is a key determinant of the innovation
orientation of companies (Belloc, 2012), and more specifically, of R&D
investments (Lee and O’Neil, 2003). Also, this theory points out the incentives
of blockholders to influence and control managers’ decisions (Grossman and
Hart, 1980).

The stewardship theory, on the other hand, assumes that managers are
trustworthy individuals and believes that the different economic agents in
companies are interested and will take profit at the end if the company’s wealth
improves (Davis et alii, 1997). Therefore, the interests of these agents, including
managers and shareholders, would be aligned. This theoretical perspective,
which has been not as important as the agency theory in previous research (Fox
and Hamilton, 1994), also establishes that from its assumptions, shareholders
wouldn't be interested in controlling and influencing managers’ decisions.

From the opposite assumptions of these theoretical frameworks, it is not
strange the scarce consensus found in previous research on the relationship
between ownership structure and innovation. In the following sections, a
literature review on the main arguments used by previous research to explain this

association is exposed, considering the cases of the main types of blockholders.
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2.1 Domestically vs foreign-owned companies

Academic research underlines multiple differences between domestic and foreign
ownership (Bellak, 2004), and its influence on innovation orientation is one of
them. In this regard, previous research frequently agrees that domestically owned
enterprises show a lower propensity to innovate (Britton, 2013; Love et alii,
2009). According to these studies, domestic ownership does not exert a significant
influence on companies’ innovation decisions (Dachs et alii, 2008). For example,
Barros (2015) points out that both, domestically and foreign-owned companies,
show the same innovative behaviour when the institutional environment is weak,
not being evidence of significant differences among them. Other scholars have
argued that it could be expected a negative influence of domestic ownership
on innovation efforts (HyeogUg and Tomohiko, 2013). Dachs et alii (2008),
for example, analysed how strong foreign-owned firms were embedded in the
innovation systems of their host countries and found that foreign ownership is
associated with similar levels of innovation input, but higher level of innovation
output than domestically owned enterprises. This major propensity to innovate
is influenced by the higher propensity to co-operate of affiliates of foreign
multinationals with domestic partners than domestically owned companies.
Therefore, academic research has normally identified foreign ownership
as one of the main drivers for international innovation and R&D activities
(Choti et alii, 2011; Dachs et alii, 2008). According to these scholars, foreign
ownership is directly associated with R&D activities through the role of foreign-
owned enterprises subsidiaries (Serapio and Dalton, 1999). As a matter of
fact, numerous authors advocate for a positive influence of foreign ownership
on innovation (Choi et alii, 2011; Love et alii, 2009; Resende et alii, 2014) and,
more specifically, on R&D expenses (Ferris and Park, 2005; Hwang et alii, 2013;
Lee, 2012; HyeogUg and Tomohiko, 2013). These authors argue that foreign
ownership offers better options to access to resources for innovation and R&D
development (Brugger and Stuckey, 1987; Choi et alii, 2011), allow technological
resources to be transferred, a major technical collaboration, and higher exchange

of managerial resources and funding (Love et alii, 2009).

2.2 Institutional blockholders and financial owners

Previous research has highlighted the relevance of institutional blockholders on
companies performance and results (McConnell and Servaes, 1990), and their
orientation towards innovation (David et alii, 2001). In many countries, a high

number of research and innovation projects have been possible thanks to the
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direct investments of different kind of institutions (Choi et alii, 2011). Various
studies have empirically corroborated these positive effects of institutional
blockholders on innovation (Choi et alii, 2011; 2012; David et alii, 2001;
Kochhar and David, 1996), and on R&D investments (Brossard et alii, 2013;
Ferris and Park, 2005; Hill and Snell, 1988; Tribo et alii, 2007; Wahal and
McConnell, 2000). According to these scholars, institutional investors are willing
to promote innovative initiatives that contribute to a higher company’s viability
and competitiveness.

Nevertheless, not all the scholars agree with these positive influences,
underlining that some institutional investors can be reluctant to risky and long-
term investments (Graves, 1988). Therefore, the type of institutional owners
may be decisive to determine their influence on innovation. Also, some studies
consider other characteristics of institutional investors that can also affect their
influence on innovation, for example, the term of the investments; long-term
investments of institutional blockhoders positively affect innovation, whilst
short-term investments exert a negative influence (Zahra, 1996). Finally, some
research did not found any significant influence of institutional blockholders on
innovation (Lee, 2012).

In order to clarify these conflicting propositions, researchers’ tendency to
view these investors as a monolithic group is changing (Zahra, 1996). One of the
most relevant institutional owners that have attracted the interest of research are
financial owners, like banks and other financial institutions. These institutions
usually act as a key source of financial capital for great R&D projects. In some
countries, such as Germany, Spain, Japan and Sweden, banks are one of the
most relevant companies’ shareholders. They act as guarantors of innovation
investments (Miozzo and Dewick, 2002), which support the positive association
between banks ownership and R&D investment, long-term commitments,
and innovation (Lee, 2005; Miozzo and Dewick, 2002). However, literature
is not always consistent regarding the effects of financial owners on R&D and
innovation. There are studies that did not find any significant effect of financial
owners on innovation (Kochhar and David, 1996). Others found a significant
negative association of this kind of blockholders on innovation (Tribo et alii,
2007), mainly explained by the business relationship that banks maintain with
the firm in which they invest beyond simple ownership, in the form of loans
and credits, which expose banks, normally conservative institutions, to the

uncertainty of R&D and innovation.
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2.3 Great shareholders of the same economic sector vs great
shareholders belonging to others economic sectors

The economic activity developed by the company is one relevant factor of their
innovative behaviour. There is a scarce body of research analysing the relationship
between different types of relevant owners in terms of their economic activity and
innovation. Among the studies interested in that, the most relevant arguments
are based on the positive association of ownership belonging to companies of
the same sector, with innovation activities and R&D spending (Ito et alii, 2012),
because normally the impact of companies’ investments coming from the same
sector is stronger and more committed in the long-term than investments
coming from other industries (Harris and Moffat, 2013). These results have been
supported most of the times in the case of multinational companies, where the
subsidiaries in the host country gain a greater access to resources and a greater
global connectivity beneficial for innovation, when the parent company and the
subsidiaries belong to the same industry (Crescenzi et alii, 2015).

The studies that specifically analyse the effect of significant owners from other
sectors on innovation do not arrive either to conclusive results. On the one hand,
authors like Miozzo and Dewick (2002) argued a positive relationship, based
on the possibility of national companies to invest in specific innovation activities
in which they are interested as a consequence of investments that come from
companies in other sectors. Van der Elsta (2004), on the other hand, pointed
out that different industries do not share the same characteristics, interests and
needs, which explain that investments from other economic sector do not favour

innovation.

2.4 Ownership held by the board: executive, affiliated and

independent ownership

Previous research has highlighted the influence that directors’ ownership can
exert on firms innovative behaviour (Westphal and Zajac, 1995). However, again
conclusive results were not found in this research. Scholars like Hoskisson et alii
(1993) or Zahra (1996) established that board ownership drove to a greater look
for their self-interest, and this could motivate directors to increase their efforts
to get external resources to foster innovation. However, lately other authors, like
Kim and Kim (2015) have not found any significant relationship between stocks
held by the board and innovation.

This lack of agreement can respond to the different types of directors involved

in the board. Firstly, executive ownership refers to stocks held by directors closely
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related to managerial positions. In companies where shareholders also participate
in management, the board can be more centred in its strategic function and less
in its monitoring and control roles (Brunninge et alii, 2007; Chen and Hsu,
2009). Under these arguments, previous research has stated that executive
ownership exerts a positive influence on risky strategies favouring innovation
(Zajac and Westphal, 1994). Zahra (1996) also found evidence on the positive
association between executive ownership and innovation. Some possible
explanations arise from the fact that executive owners show a major propensity
to invest in long-term projects instead of maximizing benefits in the short-term
(Sundaramurthy and Lewis, 2003). Nevertheless, executive owners could also
exert a negative influence on risky strategies (Jensen and Meckling, 1976) due
to the deceleration that they cause on innovation spending (Choi et alii, 2011;
Latham and Braun, 2009; Zeng and Lin, 2011). Other studies analysed the
moderating effects provoked by executive ownership. For example, Kim and Kim
(2015) found evidences on the positive moderating effect of executive ownership
on the relationship between board capital diversity and innovation results, which
maintain an inverted U-shaped relationship. Hernindez-Lara et alii (2014),
on the other hand, did not find any significant effect of executive owners on
innovation.

Secondly, previous research has pointed out that affiliated ownership could
reduce agency costs (Chang, 2003; Chang and Hong, 2000), favouring risky
strategies. According to these studies, stocks held by affiliated directors make
stronger the links with other companies and the access to a wider network.
Opverall, this can improve the advice received by managers and exert a positive
influence on innovation. Other authors, like Herndndez-Lara et alii (2010;
2014), argued that affiliated ownership significantly and positively moderates
the relationship between the proportion of affiliated directors and innovation.
According to them, affiliated ownership can empower affiliated directors and
makes them more actively involved in their monitoring and control functions,
improving the companies’ innovation strategies when their representation in the
board growths.

Finally, independent directors who hold significant percentages of shares
are more involved in discussions within the companies about their innovative
orientation (Zahra, 1996). According to Hoskisson et alii (1993), independent
directors with significant stocks show a higher propensity to risky projects,
like R&D spending and innovation. Other scholars stated a moderating effect
exerted by this kind of owners, because they can mitigate the negative association

between a high proportion of executive directors and innovation (Zahra, 1996).
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In this literature review on the effects of ownership structure on innovation,
it has become clear the inconclusive results of this research. We aim to contribute
to the literature not by trying to explain or predict innovation indicators through
ownership structure, but by analysing how is the ownership structure of
innovative companies in Spain, who are their main shareholders, and if are there
any differences when comparing companies of different innovative sectors and

over time.

3. Methodology

3.1 Data collection

The data were collected from Spanish companies listed on the Spanish stock
exchange between 2003 and 2014. We initiated the data collection in 2003
coinciding with the publication of the Aldama report (2003), and the relevance
given to corporate governance issues in the Spanish context (Gonzales-Bustos
and Herndndez-Lara, 2014).

Using information from the Spanish Institute of Statistics, we selected firms
from sectors that showed significantly high innovation indicators, such as the
percentage of innovative firms (above 50%), innovation intensity (above 1.5%),
and the percentage of income generated by new or improved products (above
10%). Considering the divisions or sections of the National Classification
of Economic Activity (NACE 2009) in Spain (INE, 2009), five sectors were
included: energy and water supply, extractives, construction, industry and
services, all of them considered as innovative economic sectors. The final sample
comprised 86 Spanish-listed companies from the chosen sectors, with data
covering twelve years, so we could construct an imbalanced data panel of 898
observations (88 observations belong to the construction sector, 41 to the energy
and water supply sector, 28 to extractives companies, 388 to industry firms and
353 to companies in the service sector).

We conduct this study using secondary sources of information. The database
of the CNMYV (Spanish Security Exchange Commission) was the main resource

used to gather information on ownership structure.

3.2 Measurement of variables

All the variables of this study are related to ownership structure, considering
different types of blockholders or significant shareholders. CNMV in Spain
determines at any time the percentage of capital that a shareholder must have

to be considered as significant, being now this percentage at 3%; and even more,

RIO, N 16,2016

19



Juan Pablo Gonzales-Bustos, Ana Beatriz Herndndez-Lara

20

Spanish companies listed on the Spanish stock exchange must inform in their
corporate governance reports about the identity of their significant shareholders
and the percentage of capital held by them.

Under this premise, we measured domestic capital as the sum of the significant
percentages of capital held by domestic blockholders (HyeogUg and Tomohiko,
2013), it means Spanish great shareholders, which could be institutional or
financial investors, companies of the same or other sectors and individual
investors.

Foreign capital is determined as the sum of the significant percentages of
capital held by foreign investors (Love et alii, 2009), being these investors again
of different kinds, such as institutional or financial investors, companies of the
same or other sectors and individual investors.

We considered institutional capital as the sum of significant participations held
by institutions, like pension funds, insurance companies or investment societies
(Ferris and Park, 2005; Zahra, 1996), with the exception of financial institutions
and banks, both Spanish and foreign ones.

Financial capital is measured through the sum of significant participations
held by financial institutions and banks (Tribo et alii, 2007), both from Spain
and from other countries.

Capital of companies of the same sector is measured as the aggregation of significant
percentages of ownership held by companies belonging to the same sector or in the
same economic activity than the firm under consideration (Ito et alii, 2012).

Capital of companies of other sectors is measured as the aggregation of significant
percentages of ownership held by companies belonging to different sectors or
economic activities, different from the economic activity of the company under
consideration, and excluding financial and institutional investors (Ito et alii,
2012).

Board ownership is determined through the significant ownership held by the
board of directors (Kim and Kim, 2015).

Executive ownership is measured as the significant ownership held by executive
directors (Hoskisson et alii, 2002).

Affiliated ownership is calculated as the significant ownership held by affiliated
directors (Herndndez-Lara et alii, 2014).

Independent ownership is measured as the significant ownership held by
independent and external directors (Zahra, 1996).

The amount of ownership held by every type of shareholder was calculated
through the aggregation of the percentages of shares of the significant shareholders
of this kind, being considered a shareholder as significant when having 3% or

more of the company’s capital.
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4, Results

The statistical analyses of this work were carried out using R, version 3.2.0. (R
Core Team, 2015).
Table 1 shows descriptive statistics of ownership structure in terms of the

most important types of blockholders, described as our variables.

Table 1: Descriptive statistics of ownership structure

(percentages of significant capital held by blockholders)

Types of blockholders Min Max Mean Sd
Domestic 0.000 100.000 30.63 27.753
Foreign 0.000 99.74 13.77 21.933
Institutional 0.000 91.31 4.379 12.196
Financial 0.000 95.600 4.725 10.283
Companies of the same sector 0.000 99.74 8.458 19.940
Companies of other sectors 0.000 99.480 17599 | 24.852
Board 0.000 100.000 54.07 26.934
Executive directors 0.000 72.560 5.324 13.360
Afhiliated directors 0.000 99.48 37.07 28.147
Independent directors 0.000 99.740 11.672 19.610
N=902

As Table 1 shows, the mean values of the percentages of significant ownership
held by the most relevant shareholders indicate that domestic capital (30.63%)
and ownership held by the board (54.07%) are the highest, which means that
the most common major shareholders in the case of innovative companies in
Spain are directors and shareholders of the same country. Among the different
types of directors, affiliated directors (37.07%) are the most relevant in terms of
the percentage of shares they hold in such companies. The lowest percentages
of capital are those held by institutional owners (4.379%), excluding financial
institutions, and executives directors (5.324%).

To analyse the differences in the ownership structure considering different
innovative sectors, we conducted one-way ANOVA analyses and determined the
mean values of significant ownership held by the different blockholders in each
sector. The results of these analyses are included in Table 2.
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Table 2: Mean values of ownership structure by sectors

Mean (%)
Types of Energy E
blockholders and water | Extractives | Construction | Industry | Services
suppy
Domestic 26.732 34.498 45.887 26328 | 31.131 | 15.04 ***
Foreign 35.789 2.047 10.660 15.116 | 11.500 | 162***
Institutional 4.880 3.490 0.759 5233 | 4202 | 5.093*
Financial 8.290 3.360 6.849 4.023 | 4449 | 2297+
Sca‘:n“e‘l”;rc‘:; of the 33,558 16.544 18.904 3.950 | 7.166 | 88.44%*
i‘c’gfr’:‘mes of other | -7 9.057 26.168 14.857 | 19.532 | 21.4%%*
Board 63.912 44611 60.278 53.469 | 52.189 | 25.4%**
Executive directors 0.767 2.658 3.977 7.263 4,035 18.1%**
Affiliated directors | 21.701 12.105 48.999 32.706 | 42.248 | 57.5%%*
‘Ii’l.‘i?zz’sdem 41.443 29.848 7.301 13499 | 5.906 |88.42%**

***p<0.001; **p<0.01; *p<0.05; +p<0.1

As Table 2 shows, again the most and least important blockhoders are
the same when comparing the different Spanish innovative sectors. Domestic
blockholders and the board are the most relevant shareholders. Both types
of blockholders show the highest percentages of capital most of the times,
considering the different economic innovative sectors. We must highlight only
one exception, for companies in the “energy and water supply” industry. In this
case, foreign blockholders (35.789%) are more important than domestic ones
(26.732%), contrary to the others sectors. In addition, although the board
ownership is the highest in this sector, it is due to the high percentage of
ownership held by independent directors, not afliliate directors who are normally
the type who owns normally more shares. The board ownership is the highest
in all the sectors, especially due to the capital held by affiliate directors, with
the exception of “energy and water supply” as we have established before, and
“extractive industries”. Executive directors are the least relevant in terms of their
ownership. Again, in these two sectors, the ownership of companies belonging
to the same sector is more important than the ownership of companies from
other activities, contrary to the other three sectors where it is more relevant
the ownership held by companies developing different economic activities than
the firm under consideration. In general, institutional, financial and executive
blockholders are the ones less relevant in terms of their concentrated ownership.

Another interesting result that we can extract from Table 2, is that there are
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significant differences among economic innovative sectors in all the different
types of blockholders taken into account. It means that the average values of
concentrated ownership held by each type of blockholders in each sector cannot
be considered the same.

This study is also interested in determining the evolution of the ownership
structure in Spanish innovative companies over time. To this end, we develop
graphical analyses of how the mean values of the variables considered have been

evolving over time, and also by sectors.

Figure 1: Evolution of domestic capital

Evolution of domestic capital
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Figure 2. Evolution of the percentage of domestic capital by sector
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Figures 1 and 2 refer to domestic capital. Figure 1 shows a negative tendency
in the concentrated domestic ownership practically since 2006, with the lowest
level reached in 2014. So, it means that despite the relevance of this type of
blockholder, its relevance is diminishing over time. By sectors, Figure 2 shows
that “energy and water supply” is the sector with highest domestic ownership,
whilst “industry” has the smallest levels. We can also observe some oscillations
in concentrated domestic capital of the different sectors, but these changes over
time are not significant. The only significant differences can be found in the
mean values of this kind of concentrated ownership when considering different

innovative sectors.
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Figure 3: Evolution of foreign capital
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Figure 4: Evolution of the percentage of foreign capital by sector
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Figures 3 and 4 are related to foreign capital. As we can see, foreign capital is
low in Spanish innovative sectors but its evolution has been positive since 2010
until 2013, with a little recession in 2014. The evolution of this variable is quite
stable in all sectors, with the exception of “energy and water supply’, which reduces
to 0% their domestic capital in 2014, and show the highest level of foreign capital
this year (54.695%). As a matter of fact, all the sectors are quite close in terms
of their foreign capital except “energy and water supply’, which shows statistically
significant higher levels. On the other hand, the sector with lower foreign capital

is the “extractive industry”.
Figure 5: Evolution of institutional capital
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Figure 6: Evolution of the percentage of institutional capital by sector

Evolution of institutional capital by sector
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Figures 5 and 6 refer to institutional capital. Figure 5 indicates that the

percentage of institutional ownership has been very low in the period considered,
and it has been increasing just a little bit since 2012. As Figure 6 shows, the

different sectors do not exhibit big changes over time, except “energy and water
supply’, which has relevant levels of this type of ownership in the middle of the
period under consideration. The sector with more foreign capital is “industry” and

the one with lower levels of this kind of ownership is ‘construction’, but in none

of the economic activities considered is this kind of ownership predominant.

Figure 7: Evolution of financial capital
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Figure 8: Evolution of the percentage of financial capital by sector
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Figures 7 and 8 are related to financial capital. The percentage of this kind
of concentrated ownership has evolved negatively since 2012. In addition, the
evolution of this ownership has been quite irregular in all sectors over time,
although at the end of the period all the sectors are quite close.“Energy and water
supply” has been the sector with a major proportion of financial ownership and
“extractives industries” are the sector with the fewest.

Figure 9: Evolution of capital held by companies in the same sector
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Figure 10: Evolution of the percentage of capital held by companies
with the same activity by sector
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Figures 9 and 10 show the percentages of capital held by companies belonging
to the same sector than the firm under consideration. Their evolution has been
quite irregular with negative tendency since 2006. By sectors, relevant differences
can be observed, although the evolution is quite stable in each one. The “extractive
industry” has the highest level of this kind of property, whilst the “industry” has
the lowest.

RIO, Ne° 16, 2016



A descriptive longitudinal analysis of the ownership structure of Spanish innovative companies

Figure 11: Evolution of capital held by companies in other sectors
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Figure 12: Evolution of the percentage of capital held
by companies with different activities by sector
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Figures 11 and 12 are related to concentrated ownership held by companies
of other sectors. We can observe again an evolution quite unstable, with
successive ups and downs, but with a general negative tendency, especially since
2007. By sectors, we can observe that some economic activities are more stable
than others regarding the proportion of capital held by companies belonging to
other sectors. The sectors with bigger changes in the evolution of this variable are
“energy and water supply” and “extractive industries”. The sector where this kind
of blockhoders is more important is ‘construction’, and where is less important,

it depends on the moment, but in general terms are “industry” and “extractives”.

Figure 13: Evolution of board capital
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Figure 14: Evolution board capital by sectors

Evolution of board capital by sector

70

Sector
-~ ENERGY AND WATER SUPPLY
. -~~~ CONSTRUCTION
= RN SERVICES
3 1 = T EXTRACTIVES
T -~ INDUSTRY

Mean of percentages of capital
40
|

Years

Figures 13 and 14 show concentrated ownership held by the board of directors
in Spanish companies belonging to innovative sectors. The general evolution
highlights a positive growth in this type of shareholder until 2008, and a decrease
after that. Considering the different sectors, although the values and tendency are
different in each economic activity, at the end, it can be observed that the mean
values in the proportion of the board ownership is quite close considering the
different sectors. “Energy and water supply” and “construction” have the highest

proportion of this kind of ownership, and “extractives” and “industry” the lowest.

Figure 15: Evolution of executive capital
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Figure 16: Evolution executive capital by sectors
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Figure 18: Evolution affiliated capital by sectors
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Figure 20: Evolution independent capital by sectors

Evolution of independent ownership by sector
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Finally, the last Figures are related to concentrated ownership held by different
kind of directors. Figures 15 and 16 refer to executive ownership; Figures 17 and
18 are related to affiliated ownership; and Figures 19 and 20 refer to independent
ownership. The general tendency regarding the existence of executive and
affiliated blockhoders is quite similar, with an increase at the beginning of the
period under consideration, and a decrease afterwards. It is contrary to what
happens with independent ownership, which shows an important growth since
2011. Comparing these three types of blockhoders, the most relevant are affiliated
directors, followed by independent directors, and finally the less important are
executive ones. By sectors, executive ownership is especially relevant in “industry”
and the lowest importance of this kind of capital is shown by “extractives” and
“energy and water supply”. In terms of afliliated ownership, the sector where this
kind of capital is highest is “construction” and “services” and where it is lower is

in the “extractive industries”. Finally, regarding independent ownership, in “energy
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and water supply” is where this kind of capital is more important, and in “services”
and “construction” is where the relevance of these blockhoders is lower.

Table 3 indicates the mean values by sector and year of each of the variables
of this study, and also includes statistics tests to analyse the effects of time and
the economic activity on the mean values of the variables considered. As we can
see, the mean values of all the variables are significantly different amongst sectors.
On the contrary, the effect of time is not significant. The results confirm that time
only yields significant differences in the proportion of executive ownership. It
means that the negative evolution of executive ownership is significant over time.
On the other hand, for the rest of the types of significant shareholders, we have
not detected significant differences over time.

RIO, Ne° 16, 2016



A descriptive longitudinal analysis of the ownership structure of Spanish innovative companies

3891 4
9¢6'T sish[eue YAONV
869 0159 919 S56' SIL'S S16' 91L9 b9 7988 09’8 STI'8 63€°0T s310498 102028
6v8°0 209'¢ 798¢ 89°¢ 165°¢ L6T' €98'¢ L66' 969'G 88¢°c ws'T 9/8'S Cysnpuy weamﬁ 3
weslV6'68 | ozg9T | GIS9T | SIG9T | G09TT | S8V'9T | S8K9T | 0chOT | S6€9T | OI0ZE | €6ITL | €6I'LT | 98T'IL SRR SorEamen
0/8'%6v | 00CCe | 00CCE | 00CCE | 00CCE | 00CCE | SOVTE | SOWCE | QOVCE | LLITE | LLTTE | SSTOE | Mddns i pup iSiaug
8TV | 10ChT | T800C | VSO8T | V8E0T | 09€0C | SV6'6L | 09SZT | 9S80T | €OVZL | ¢9TOL | SI8WI UOINIISUOD
. piEa) nm
6Tt sisd[eue YAONY
9TT'E 06C'€ T55° 8T'S 188 8eeh se0h 98k (798 95T’ 915 89 s10498
6v€'T Proe 878°¢ 6L ovTe 086'€ 9T 9st'e 188 S10°S 8¢S Tshe Cosnpur [erueil]
+08ET 0000 0000 0000 0000 0000 0000 0000 0000 0000 | 06C6L | 9107Tc €100 S2ATIIDHNT
0000 95¢'8 €25°01 989°0T €88'8 €L6'L LET9 LET9 TL0TT 0697 L689 TTO’LT | Mjddns daiwm puv iSiaug
0000 0000 ST | 8LkST | Z9¢el | cerat 89T 106C SSTh €9L°S €0gy 8L HOLIBHSUOD
€It 3991
sisé[eue YAONY
895} LSh'E veeT 78T €8’ 915° 155' €95y 6T 19T 999'¢ Y20y s10498
1579 w6t'e 6TT'E 9€9°¢ S9T 989 ) 6Tt'S €L8% LEV9 LY9'L svi'y Csnpu Jeaonmnsu
81T 0¥8'E 0v8'e 06L°¢ 059°¢ S19°¢ Soh'e S0€'E 43 9€8°¢ £08°€ 0vS'e 0981 SAATIPIINT
S8y €LT'E €6LT 9€T'S 0000 0000 LESIT S1991 L6T'S LT 0000 T98'C | Mddns aivm puv ISiaug
€620 0000 2.0 2.0 0000 0000 1990 TEL0 5290 5290 TehT L08'T UOLIAISUOD
$09'0 3991 4
sisé[eue YAONY
€06'€T | 6L0°€T | SIOTT | ozewen T6L6 SegL YOT'8 LTVOT | 02€TT | €86'TT | 2I0TT | 0991 5210495
[89°€T | L9V9T | LSL'ST | 09¢%T | 869°€T | +8T'8T | 0069T | T9T'ST | 08K'ST | 96zsT | Te8'ST | 90901 Cosnpu uBoiog
=a8YTOVL [T o/7°¢ 0000 0000 0000 0000 0000 S0S°€ S0S°€ ovLY ovLy 0T €0v'T SIAIPIING
S69%S | €LESE | €66WE | OT0SE | 00CCE | 00CCE | ¢60'SE | O0€9VE | LT9VE | COVPE | 06EHE | cS8LE | kddns rpwar puv IEiaug
/T8 cee's | v8VOL | SISO | 0eST | 8¢9l | 1261l S8h'6 81T 98’8 1668 €L6'ST UOIIASUOD
LT€0 391 g
sisdeue yAONVY
G/T'8C | 1SC0¢ | TZTLT | L089¢ | 8STHE | CIIbE | 1/CEE | 86T'€E | 86SCE | 8LI6C | ¢8I6C | 99¢'SE $910495
8/8TC | 165CC | SIW'SC | 0€€SC | ZW6'€C | 6£99C | 1886C | 0¢c8C | 1989C | vel8C | LIL6C | PIL'9C Cisnpuy ansawo(
w06 | OSKVPE | 09€0F | OT€0F | 09C9¢ | S1eCe | Ov6'61 | 0¢CeC | G8T0E | €5C0S | €69€h | 0¢8ch | OEL0T SV
0000 0vC9E | €/8%C | 98LTE | 950'8C | ObS'€C | S88'TE | LO6WE | OEE€SE | Ce91C | Seo6l | SI0°€E | Addns rpar puv i5iaug
TC0Th | 08CThP | 888'€ES | 069CS | TLE€S | 81809 | 918Th | €IZTh | Z9€TS | 88Shh | SILEE | L9€6E [RBEEEN)
31593 m
sishpeur »10C €10T croc 10T 0102 6002 8002 £00T 9002 s00c 00T £002 stopag wsm_muwwoz
VAONV TN 30 AL

VYAONY ,TCN S$J103793S >n— 2IN310NJ3S @meHOCBO JO owin] 4240 m@ﬂ_ﬁ\r UBIIA *¢ dIqeT,

31

RIO, N 16,2016



Juan Pablo Gonzales-Bustos, Ana Beatriz Herndndez-Lara

1°0>d+ 160'0>d, T0°0>d,x ‘T00°0> D

10" 1891
00 sisd[eue YAONV
8L1°L €0L°9 Yov's Shie 00€°€ 1L6'¢ Lev'e 1829 5658 $56'8 $19'8 976'S $2914405 s1omap
80T°LT 681°81 9511 08L'TT €L9TT hO'eT T66°€T 995°¢T 996°¢T 850°¢T bTSET €T6°L Lasnpuy suspuadapuy
#x9€6'98 0TCTE S0T'8¢C 9ST'8C 060+C 091°0¢C 0+6°61 qTL61 SL0°€C o8 LY 06 TH 9TY 0b €90h¢E S90112943X
56915 €6’ 9609 90L'S¥ 90L'¢h 05L'6€ LLTT Oby' T L81°9¢ 0v9'6C 060G TLTOE | Addns so3pm puv Astoug
18¢'C 885°C 0rct 018G G95°01 1812 <018 €0T'S 10L°L €98°G ahe0l 15191 401721435407
6€T0 1891
stséjeue YAONY
€9T0F | T60°8¢ 1€b°6¢ obTTh 661°LY 1L5°9% €L0°LY 9¢0°Sh 006°0b 9TZT'6¢€ LTT°6€ 128 T $991440G sio1211p
9L9'TC S9Tve 999'Te L09°€€ 750'9¢ TLY'9¢ ov0°LE Peree ereee 6L9'5¢ 015°5¢ S8T'TE Lugsnpur parenyy
xx109°99 A [F954] SSTCl [F9§4] S69°LT 969°LT 00C'TC 0T0°ZT 9859 0TvH €vL9 0000 SIATPAIXN
000°0 069°LT 92891 00¥'6T €98°61 9¢5°8T LT8°'ST TL8'ST 20T°0€ L€9°TE L8ETT 08€CE | Addns so3pm puv Akoug
8089t 19216 TIv'09 T6L8S ¥89°YS 181°¢S 9/9°6h 0¥6°09 95¢' LY 8TLYY (43943 [543 401791435407
wax 19T 394
stsh[eue YAONV
86£°C 019's 06t'S 055 obLy UTY Y9L'€ 999°¢ GLEE o8b'e 085°€ 18b°¢ RIEEN —
3424 €19 LTT9 8'G 8+0'9 L ¥€9'8 €9b'6 €098 1758 8618 L59°L Loysnpur aannaxy
wxLCEC 0000 0000 0000 0000 0000 08€9 08€9 08€9 3544 354 3544 0000 SATPAIN
0000 0000 0000 0000 0000 0000 0000 0000 0000 0000 Te9 GO8°C | Njddns sappan puv A8iaug
980°C 11T 88L'T 88L'T 88L'T ¥8¥°9 995G 205G L59€°G L80°S €681 1LTS 101791435407
LYET 3891 4
siséfeue YAONY
6£8°6h L0Y'0S 98€'05 9€7°05 0bT'SsS PI8'HS SLTYS $86°€S TL8'TS 959'TS TETS SETTS $2914495
LOT'St | 8S98Y | 6€0TS | OST'TS | SLLES | 669 | TL96S | ¥ST'8S | €8LSS | 99726 | €745 | 998Lp Cusnpuy preed
#x095°5C 0998 09¢°0b 0T 0k T o¢ 9S8LE ST0hh S0€Lb [T 989'89 £56'6h CIr1S €90 SOATIPIX
56975 CI9TL 9169 90T°S9 €0T'€9 98789 50029 TIe/9 06299 LLTT9 02879 L1569 | Nddns dagom pup K5iug
9/7°CS 19t°95 11+'99 16£°99 8€0°L9 75899 9bEE9 9bS'T9 STH'09 089°59 1LE7TS [ 101701435407
9LLT 3891 4
sisé[eue YAONY
000°8T €61 T Ll ¥06'91 $T6'0C 102°0C Ter6l 88L°CC YELTT s LT ST6'LT 90072 $2914495 $101225 1310
L5956 9¢cel 79591 OT9T 20791 €9L°6T 9181 8YLT L66HT €T6'ET 10T°€T LTl Casnpur 0 saruedwop)
#x€60°CC 05801 500°0C S00°0C S00°0C [F954] 0000 0000 000°Z 999 999% 999 999% SOAIPPAIX
0000 €88°LC 0SEHT 089°8T €LT61 €L5°S1 L9T'6 0€8'6 GE8'ST 06T°€T STY 0T T0€0T | Addns Jagpm puv A3koug
180°LC €Iv'8C qrese 156'%C 055°€C 055°€C 0bv'ST 988'9C 08CT'T¢ T€6'LT £08'ST 208°€C 4017511435407

RIO, Ne° 16, 2016

32



A descriptive longitudinal analysis of the ownership structure of Spanish innovative companies

5. Discussion and conclusions

The main goal of this study was to develop a longitudinal analysis of ownership
structure of Spanish companies that belong to innovative economic sectors.
Our purpose was just to describe who are the main blockholders of innovative
companies in Spain and explore whether or not some significant differences can
be found when comparing over time and also among different innovative sectors.
Therefore, this study is far from traditional research on this topic that is normally
based on analysing the effects that ownership concentration and significant stocks
held by different types of stockholders exert on innovation. Previous results of
this research have not been conclusive, which lead us to make a first step in this
matter, and develop a descriptive analysis trying to state if it is possible to extract
some common traits when ownership structure of Spanish innovative companies
are considered, comparing its evolution over time and also among different
innovative economic sectors. These conclusions could be especially relevant in
a context like Spain where the government has been trying to boost R&D and
innovation activities in the last years but where the innovation intensity is still
below the average of European Union and also OECD countries (Herndndez-
Lara et alii, 2014).

The main findings of this study show that the most common major
shareholders in the case of innovative companies in Spain are directors and
shareholders of the same country. Among the different types of directors, affiliated
directors are the most relevant in terms of the percentage of shares they hold in
such companies. The lowest percentages of capital are those held by institutional
owners, excluding financial institutions, and executives directors. When different
innovative economic sectors are compared, again the most and least important
blockholders are the same; domestic blockholders and the board are the most
relevant shareholders. We must highlight only one exception, for companies in
the “energy and water supply” industry. In this case, foreign blockholders are more
important than domestic ones, and independent directors are the most relevant
shareholders in the board, not affiliate directors who are normally the type
who owns more shares. In “energy and water supply” and “extractive industry’,
the ownership of companies belonging to the same sector is more important
than the ownership of companies from other activities, contrary to the other
three sectors, “construction’, “industry” and “services”. In general, institutional,
financial and executive blockholders are the ones less relevant in terms of their
concentrated ownership. These are the general conclusions about who are
the main blockholders when different innovative Spanish economic sectors

are compared. Also, significant differences were found in the mean values of
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concentrated ownership held by different blockholders among sectors. It means
that ownership structure is not really the same among these sectors; each sector
has their own particularities regarding the percentages of capital held by different
blockhoders. Nevertheless, although the percentages of capital were not exactly
the same, it does not invalidate that the most and least relevant shareholders, in
terms of their concentrated ownership, were the same in the different innovative
economic sectors compared.

The singularities observed mainly in the case of the ‘energy and water supply”
sector are motivated by the low number of companies in this sector and the
specific ownership structure of some of its companies, characterised by a high
presence of foreign and independent blockholders, which at the end exert a clear
influence on the average values of the whole sector. We could have decided to
remove these companies of our sample, but we considered that this decision
would damage to obtain a real picture of the ownership structure of the Spanish
stock exchange listed companies in the “energy and water supply” sector.

Other important finding of this research was that the effect of time was not
significant. Specifically, time only yielded significant differences in the proportion
of executive ownership. For the rest of the types of significant shareholders, we
have not detected significant differences over time, which means that ownership
structure in Spanish companies belonging to innovative economic sectors was
stable over time.

The results obtained in this research show a ownership structure in innovative
sectors that agrees with the ownership structure that Spanish companies have
in general, with a high capital concentration (Ortega-Argiles et alii, 2005),
especially held by banks and other financial entities (Tribo et alii, 2007), and a
significant participation also of the board of directors (Acero-Fraile and Alcalde-
Fradejas, 2014). Although it is beyond the objective of this study to compare the
ownership structure of innovative and non-innovative companies, if we compare
our results regarding the ownership structure in innovative sectors and what has
been previously stated by research on the ownership structure of Spanish firms
in general, we cannot observe a lot of differences. It could mean that Spanish
innovative companies do not have a specific ownership structure that really
explains the orientation of these companies towards innovation.

Inaddition, if we compare our results with those obtained by previous research,
and despite the inconclusive conclusions of this research, it does not seem that
ownership structure of Spanish innovative sectors points towards significant
shareholders that previous research shown as the most proactive towards

innovation. Firstly, most of the studies advocate for a positive influence of foreign
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ownership on innovation (Choi et alii, 2011; Love et alii, 2009; Resende et alii,
2014) and, more specifically, on R&D expenses (Ferris and Park, 2005; Hwang
et alii, 2013; Lee, 2012; HyeogUg and Tomohiko, 2013). These authors argue
that foreign ownership offers better options to access to resources for innovation
and R&D development (Brugger and Stuckey, 1987; Choi et alii, 2011), allow
technological resources to be transferred, a major technical collaboration, and
higher exchange of managerial resources and funding (Love et alii, 2009). 2015).
From our results, domestic ownership seems to be much more important than
foreign ownership. Secondly, most of the studies also highlight the conservative
nature of financial entities and banks, which from our results are one of the
most common types of institutional blockholders in Spanish innovative sectors.
This negative relationship is mainly explained by the business links that banks
maintain with firms, in the form of loans and credits, which expose banks, to the
uncertainty of R&D and innovation ( Tribo et alii, 2007). Again, our results point
to a relevant blockholder that does not seem to be very proactive to innovation.
Finally, within the board, the most independent directors, who previous research
undelines as proactive towards innovation, due to their major involvement in
discussion and their richer experience and knowledge about other companies,
are not the most numerous in Spanish innovative sector, neither the ownership
held by them. All in all, our results confirm that ownership structure in Spanish
companies does not seem to foster an appropriate innovative environment for
innovation.

This research that analyses the ownership structure of Spanish companies
belonging to innovative sectors does not pretend to explain or predict innovation.
Our purpose is more limited, as we try to contribute to the existing literature
by showing who are the major shareholders in Spanish innovative companies,
and what are, if any, the most significant differences in the main blockhoders
when different economic innovative sectors are compared and also differences
over time. From our results, we extract some signiﬁcant practical contributions,
like the need to diversify the ownership structure of our companies in order to
gain a major orientation towards innovation, letting other blockhoders to enter
in the capital composition of Spanish companies more significantly, especially
foreign capital of companies with high innovation indicators, and institutional
and independent ownership. Finally, the findings obtained could serve to propose
more ambitious future research that establishes what possible effects ownership

structure could have on innovation.
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