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Abstract: The effect of managerial ownership on firm performance: casein Japan

Although average Japanese director own their companies stocks of 70 million yen
(560,000 us dollar), there has been few studies on the relationship between managerial
ownership and firm’s performance in Japan. The purpose of this paper is to investigate
the effect of managerial ownership on firm performance in Japan. According to agency
theory, the company with higher managerial ownership may perform better than those
without, as managers may want to maximise their own interest. We estimate the
determinants of firm performance using micro data of 208 large listed companies in
1992-1996. We found that there is positive and significant relationship between
managerial ownership and firm's profit. These results suggest that managerial
ownership may motivate managers to work hard toward firm’s performance.
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Table 1

Year=95

Variable Obs Mean Median Std. Dev
ZEFREEER 208 0.004113 0.0011692 0.011645
HZEFKEEAM) 204 70.28151 9.802224 3378115
B UNEER 209 -12.91244 -12.7 8.168251
MmelaTHEAMAZE(ERAA) 209 15455.25 5441 32978.23
EPS(Earnings Per Share) 205 34.95935 1.27 336.1542
Year End Market Capitalizatior 205 568027.3 246040.2 1058164
'ROG(Return on Capital) 209 0.0544629 0.0543139 0.0884796
REFHERIRESEARDERODEHAITHT HEER
ZTRLUNDEREICEHALTIIITRTERE— AH-YDFHEE,
Table 2
Year=95

Variable Obs Mean Median Std. Dev
HEWmMN-ES5ET(BAM) 205 16.06715 15.82857 7.906021
ZEHRM(EAM) 181 15.80331 15.60465 6.075668
#EEE(EAMH) 137 3.163256 2.857143 1.526429
ZREBEHMNE(BHH) 204 -6.896338 -1.353082 33.00939

REICEALTEI A TRE—AHIYDFHEE,
L

REFKRAIR I REFHREBKANBRELTEHEL .
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Table 3 5| A A EAHE R 4%

Eqg. 1 Eq. 2 Eqg. 3 Eq. 4

Coef. Std. Err P[] Coef. Std. Err  P>|7] Coef. Std. Err P[] Coef. Std. Err P>|7]
REFKRILE 4094505 168204.2 0.015] 2570465 148240 0.083
g=F=3 T 1.276065 0.2379238 0.000] 0.837553 0.2145266 0.000
55 G480 14607.09 1339.887 0.000 13787.73  1338.024 0.000
E#IE 17054.39 2376.059 0.000 | -169300.5 17219.78 0.000| 15679.7 2262.067 0.000| -159763.1 1714454 0.000
Observations 1040 1040 1040 1040
R-sq within 0.0043 0.0601 0.0143 0.0686
betwee 0.014 0.2965 0.0808 0.3226
overal 0.0122 0.2539 0.0692 0.2764
chi2( 1) 5.93 125.99 28.77 141.39
Prob > ch 0.0149 0 0 0
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Table 4 ROC(Return on Capital)

Eq. 1 Eq. 2 Eq. 3 Eq. 4

Coef. Std. Err P>|z| | Coef. Std. Err P>Z] Coef. Std. Err  P>|Z] Coef. Std. Err  P>|Z]
REFRELER 0931 0390 0017]| 0874 0395 0027
HEFH®REY 0.0000011  0.0000006 0.057 | 0.00000091 0.0000006 0.116
55 (%0 0.005 0.003 0.134 0.005 0.004 0.177
EHIE 0.062 0005 0.000| -0.004 0044 0936 0.064 0.005 0.000 0.003 0.045 0.947
Observations 1040 1040 1040 1040
R-sq within 0.000 0.006 0.001 0.013
betwee 0.026 0.028 0.014 0.016
overal 0.011 0.013 0.006 0.008
chi2( 1) 5.690 7.840 3.620 5.400
Prob > ch 0.017 0.020 0.057 0.067
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Table 5 (EPS) Earnings Per Share

Eq. 1 Eq. 2 Eq. 3 Eq. 4

Coef. Std. Err  P>|7] Coef. Std. Err P[] Coef. Std. Err P[] Coef. Std. Err P>l
HEFREEER 460.188  138.558 0.001 418.135 137.792 0.002
BEBEKH 0.00052 0.00020 0.008 0.00040  0.00020 0.045
5 (%0 3.709 1.193 0.002 3572 1.228 0.004
TE I8 11.612 1.762  0.000 -35.658 15.298 0.020 12.269 1.749 0.000 -33.123  15.698 0.035
Observations 1020 1020 1020 1020
R-sq within 0.003 0.011 0.005 0.015
betwee 0.043 0.073 0.024 0.051
overal 0.026 0.044 0.014 0.031
chi2( 1) 11.030 20.920 6.980 15.550
Prob > ch 0.001 0.000 0.008 0.000
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Table 6 AU S =R

Eq. 1 Eq. 2 Eq. 3 Eq. 4

Coef. Std. Err  P>lz] Coef. Std. Err  P>|Z] Coef. Std. Err P>|z] Coef. Std. Err P>z
REFEKRLEE -3.981 51.615 0.939 -18.102 51679 0.726
®EEK%RE 0.000078  0.000073 0.288]| 0.000036  0.000075 0.628
55 Gt 1.273 0.448 0.004 1.212 0.456 0.008
EEIE -0.817 0646 0.206 -17.059 5748 0.003 -1.026 0.632 0.104 -16.442 5.831 0.005
Observations 1040 1040 1040 1040
R-sq within 0.008 0.009 0.004 0.015
betwee 0.001 0.112 0.019 0.118
overal 0.000 0.008 0.001 0.008
chi2( 1) 0.010 8.090 1.130 8.200
Prob > ch 0.939 0.018 0.289 0.017
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Table 7

Year End Market Capitalization

Eq. 1 Eq. 2 Eq. 3 Eq. 4

Coef. Std. Err  PD|7] Coef. Std. Err  P>|7] Coef. Std. Err  P>[7] Coef. Std. Err  PD|7]
HEFKRIEE 1283491 2713447 0.636 -90619 2498092 0.971
HEEHKREN 0.673 4039 0.868 -0.010 3.707 0.998
55 £ (%0 2280342  24217.1 0.000 228364.1  24387.3 0.000
ERIE 5563804  54362.3 0.000 | -2354694.0 312066.7 0.000 | 560130.0 53148.3 0.000 |-2359273.0 313559.9 0.000
Observations 1020 1020 1020 1020
R-sq within 0.000 0.000 0.008 0.000
betwee 0.001 0.416 0.053 0.416
overal 0.001 0.398 0.049 0.397
chi2( 1) 0.220 88.990 0.030 89.450
Prob > ch 0.636 0.000 0.868 0.000
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