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Dissertation Abstract 
 
My dissertation consists of three chapters. The first chapter, “Executive compensation in foundation-
controlled firms,” studies CEO pay as an indicator of the internal governance of firms under foundation 
control. In the second chapter, “The premium puzzle in acquisition of US firms,” and the third chapter, 
“The distribution of takeover gains: A comparison between the US and other major markets”, I compare 
the US takeover market to others, in terms of premium, and how the takeover gains are shared between 
the target and the acquirer. I further examine the causes for these differences. 
  
I. Internal governance of foundation-controlled firms 
When the controlling shareholder has no security benefits, a firm is exposed to a twin agency problem: 
the conflicts of interest between the shareholders and the manager, and between the large and minority 
shareholders. In addition, exemption from the disciplining force of the takeover market could further 
weaken the firm governance. Despite such exposures, foundation-controlled (FC) firms prove viable 
among many large and important corporations in Northern Europe.1  
 
In the first chapter, Executive compensation in foundation-controlled firms, I study the internal 
governance of FC firms by evaluating how they pay their CEOs. I test for two competing hypotheses. The 
managerial power hypothesis implies larger management discretion and thus higher fixed pay in FC 
firms. In contrast, the alignment hypothesis proposes that performance-based incentive plans can be 
substituted for monitoring by the controlling shareholder, and accordingly, FC firms should exhibit higher 
performance pay. The analysis is based on 193 Swedish family controlled firms listed on the Stockholm 
Stock Exchange during the period of 2001 – 2009, a total of 1241 firm-year observations. A family can 
control a firm either with or without the establishment of a foundation. In the latter case, the family would 
donate their shareholdings to the foundation and thus give up their personal consumption of the resulting 
cash flow rights. Compared to non-foundation family firms, foundation family firms reward their CEOs 
more. While base salary and bonus are equally competitive, foundation family firms strengthen the (long-
term) performance pay schemes by increasing the proportion of variable compensation and pay sensitivity 
to performance. The results are robust to various concerns, such as managerial ownership, family CEO, 

                                                
1 Foundations are non-profit organizations that do not consume the cash flow rights obtained from their holding but 
redistribute them for charitable purposes. 
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supplementary monitoring by other large shareholders, and self-selection of better CEOs into FC firms. 
The findings favor the alignment hypothesis. There is no strong evidence of more severe expropriation 
due to managerial discretion in FC firms. 
 
II. US takeovers in global control contests 
The United States can be distinct from any other takeover market from several aspects. As the world’s 
oldest market, it forms our understanding of mechanisms related to the change in firm’s control. Even 
among the currently well-established M&A markets, the US remains by far the largest and most active. In 
addition, regulations concerning takeovers (such as the mandatory bid rule and defensive measures) 
exhibit apparent contrasts between the American regime and the typical international setting. These facts 
suggest potential differences in takeover outcomes between the US and non-US markets. 

In the second chapter, The premium puzzle in acquisition of US firms, I compare the takeover 
premium in the US with the rest of the world, and show that transfers of control require significantly 
higher prices in the US than in other markets. The premium gap is around 7 percentage points (equivalent 
to 27% of the median premium in non-US markets), after controlling for important observable deal 
features as well as target and bidder characteristics. This premium differential is not explained by the role 
of foreign acquirers, country differences in legal investor protection, tax, the development level of the 
economy, financial market, or the competitiveness of the market for control.   
 
The third chapter (my job market paper), Distribution of takeover gains: A comparison between the 
US and other major markets, investigates the synergy hypothesis versus the bargaining power 
hypothesis, in order to explain the premium differential between the US and non-US takeover markets. 
On the one hand, higher takeover gains to the target firm can stem from larger synergies generated by the 
change in control. On the other hand, US targets might earn a better position in the negotiation, and thus 
extract a larger part of takeover gains. While the two hypotheses are not mutually exclusive, given the 
observed difference in target gains, large disparity in synergies would imply relatively little difference in 
bargaining power, and vice versa. I test for these hypotheses by evaluating takeover outcomes in the US 
and other well-established markets for control. Takeover outcomes include gains to the target, to the 
acquirer, and the combined gains generated by the takeover. Gains are measured with abnormal returns 
and dollar returns. I also examine how the gains are shared between the target and the acquiring firms. 
The study is based on domestic mergers and acquisitions, announced during the 2000-2013 period, 
between public firms located in Australia, Canada, France, Germany, Japan, the UK and the US. I find 
that US takeovers, on average, generate synergies. However, synergistic gains in the US are not 
significantly higher than in other markets, and hence do not explain the observed larger gains to US target 
firms. Compared to foreign firms, not only do US targets gain more from takeovers, but also their gains 
relative to the acquirer are higher. These findings support the bargaining power hypothesis and reject the 
synergy hypothesis. 
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Work in Progress  
 
“Control premium and the role of private equity: Acquirer versus seller” 
The paper investigates if takeover bids relate to private equity (PE) involvement in the transaction, as an 
acquirer, or a seller, and if company sales between PE firms exhibit any price discrimination in 
comparison to sales involving non-PE firms. PE sellers account for 29% in a sample of 1313 US domestic 
mergers and acquisitions of majority interest in public firms from 2006 to date. Consistent with the 
previous literature, I document an economically and statistically significant premium discount associated 
with private equity acquirers. A breakdown of PE participation into different buyer-seller pairs shows that 
the PE premium discount is driven by transactions between PE acquirers and non-PE sellers, and PE firms 
get no discount when buying from PE sellers. 
 
 
 
 


