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INTRODUCTION
For founder-CEOs, an IPO is a critical experience with difficult choices. On one hand, an IPO offers opportunities to access funds needed for growth (Brau and Fawcett, 2006). It also improves a firm’s visibility and increases liquidity for shareholders (Daily et al., 2003). On the other hand, an IPO seriously threatens founder-CEOs’ control over the firm. An IPO dilutes founder-CEOs’ equity share and, as a condition of funding, new investors often require active involvement in firm governance (Arthurs et al., 2008; Wasserman 2017). 
Hence, founder-CEOs face a difficult challenge at IPO: How to benefit from opportunities offered by IPO without risking control of their firm? To address this challenge, founder-CEOs can implement control-enhancing mechanisms (CEMs), such as dual class shares, pyramid control structures and pact agreements to disconnect ownership from voting rights (Almeida and Wolfenzon, 2006). These CEMs preserve founder-CEOs control as they maintain high voting rights, despite ownership dilution (Smart and Zutter, 2003). For example, a special class of shares with ten times normal voting rights enables Mark Zuckerberg to control 60 percent of Facebook but owning only 16 percent of equity shares (The Economist, 2017).
Yet, protection provided by CEMs to founder-CEOs likely decreases IPO valuation as it facilitates private benefits extraction at the expense of minority shareholders (Lin and Chuang 2011). External investors anticipating this threat likely price-protect by requiring a larger discount on IPO value to induce investment (Banerjee, Dai, and Shrestha, 2011). Hence, IPOs create a setting where founder-CEOs face the rich versus king dilemma (Wasserman, 2012). If founder-CEOs implement CEMs ensuring a king position, this likely impacts negatively their financial wealth at IPO. If instead, they do not implement CEMs and select the rich position they risk losing control over their firm. Despite the theoretical and practical importance of this dilemma, little is known about its theoretical underpinnings and empirical outcomes (Wasserman, 2012, 2017 are recent exceptions). Here we address the following key question: Are the king and rich alternatives mutually exclusive outcomes at IPO date and over the long run post-IPO?
We address this question in the context of French capital markets. We argue that the effects of CEMs on firm value depend primarily on the assumption made in respect of founder-CEOs’ inclination toward opportunistic/steward behavior (Davis, Schoorman, and Donaldson, 1997). On one hand, CEMs may create severe principal-principal agency costs if founder-CEOs act opportunistically when monitoring is weak. CEMs inflate founder-CEOs’ voting power beyond size of ownership stake. As a result, they allow founder-CEOs to exercise strong influence on firm decisions (i.e., they hold large voting rights) without enduring much of their financial consequences (i.e., they own small equity shares). Opportunistic founder-CEOs may thus use CEMs to extract private benefits at the expense of minority shareholders (Barclay and Holderness, 1989). On the other hand, CEMs may help founder-CEOs solve several underinvestment problems, particularly related to long-term projects difficult to value by the stock market in the short-term and to investments in firm-specific human capital (Lehn, Netter, and Poulsen, 1990; Straska and Waller, 2014). However, such benefits occur only if founder-CEOs act as stewards using CEMs as a protective “umbrella” from outside investors’ short-term horizon rather than to extract private benefits (Davis et al., 1997).
Investor assessment of founder-CEOs’ expected behavior involves large information asymmetry at IPO, where it is hard to distinguish between opportunistic and steward founder-CEOs (Certo, 2003). Biased toward risk aversion, investors likely require a significantly larger discount on IPO value to make investments in firms in which founder-CEOs use multiple CEMs (Banerjee et al., 2011). Hence, king and rich options are viewed as mutually exclusive at IPO date. However, we suggest the negative effect of CEMs on firm valuation at IPO shifts progressively and becomes positive long-run post-IPO. First, asymmetry of information fades away post-IPO as investors are better able to assess founder-CEO’s track record over the long-run. Second, founders are a class of shareholders and managers for which stewardship behavior is more likely than self-serving behavior (He, 2008; Le Breton-Miller, Miller, and Lester, 2011). Finally, the extent to which CEMs contribute to addressing myopic decision and underinvestment problems is likely particularly salient in founder-CEO run IPOs (Fischer and Pollock, 2004). Therefore, founder-CEOs choosing the king position may recover money left on the table at IPO, so attaining king and rich positions simultaneously post-IPO. Empirical results provide strong support for our arguments and are robust to alternative measures of IPO valuation and to endogeneity of founder-CEO’s decision to use CEMs.
We contribute in several ways. First, we contribute to principal-principal agency theory by showing the king alternative leads to significant short-term financial penalties. Second, we extend previous research on the conditions and boundaries under which agency and stewardship theories apply (Le Breton-Miller et al., 2011; Wasserman, 2006). Third, we contribute to antitakeover strategies literature by showing it is necessary to investigate the net effects of these strategies in a multi-period setting (both at IPO and post-IPO), rather than either at IPO or post-IPO (Roosenboom and Schramade, 2006; Villalonga and Amit, 2006). To our knowledge, our study is the first to depict founder-CEOs’ strategies to secure control after IPO as a multi-stage process with potentially positive net outcomes. Finally, we extend research initiated by Wasserman (2012; 2017), which depicts the tradeoff between founder’s motivation for (1) financial gains and (2) control as mutually exclusive rich vs. king alternatives. For instance, Wasserman (2017) showed that after having a positive effect on firm value during the early stages of startup growth, founders who continue to control their private startups increasingly destroy firm value on average. By examining other contexts where the rich vs. king dilemma applies (founder’s control achieved through CEMs rather than board or CEO positions; IPO firms rather than private startups; 5 year-period post IPO rather than early rounds of financing), we offer new insights on the conditions under which the rich vs. king alternatives might occur simultaneously.
THEORY AND HYPOTHESES
Control-enhancing mechanisms:  definitions, types and cumulative effects
Founder-CEOs may use several mechanisms to leverage control beyond their equity stake. Most mechanisms rely simply on creating a wedge between founder-CEO’s ownership of two fundamental assets: voting rights and equity shares. Disconnecting voting rights and equity shares, founder-CEOs can maintain a strong influence on firm strategic management while retaining comparatively limited economic interest (Smart, Thirumalai, and Zutter, 2008). Three CEMs have been particularly popular in the last three decades: dual-class shares, pyramid control structures and pact agreements (ISS, Shearman & Sterling, and ECGI, 2007).
		With dual class shares, a firm issues two or more classes of stocks with differential voting rights (Cronqvist and Nilsson, 2003). A firm may issue and sell to new investors at IPO shares that grant one share – one voting right while simultaneously releasing new shares restricted to specific incumbent shareholders (e.g. founders) which endow, say, double voting rights per share. In a more extreme case, Snap Inc., parent of multimedia messaging app Snapchat, issued and sold to new investors at IPO uniquely shares with no-voting rights (The Economist, 2017).
		The second CEM involves controlling the firm through a pyramid control structure where founder-CEO achieves control over the IPO firm via several control chains involving a sequence of holding companies (Faccio and Lang, 2002; La Porta, Lopez-de-Silanes, and Shleifer, 1999). For example, in a two-tier pyramid control structure a founder-CEO may own 50 percent of equity shares in a holding company, which in turn holds 50 percent of equity shares in the firm going public. Thus, the founder can achieve full control of the IPO firm even though s/he owns only 25 percent ultimate equity stake (50% x 50%, assuming one share-one vote rule). The percentage required for control drops as more layers are added to the pyramid.
		The third CEM involves establishing formal pact agreements with other blockholders (Bennedsen and Wolfenzon, 2000). Pact members sign a contract binding them to specific voting or transactional behaviors. Clauses included in pact agreements may provide priority to contracting shareholders in buying each other’s shares or bind them to vote together for a few years. Through these clauses, a founder-CEO can constrain other shareholders’ voting and transactional behaviors so they can no longer take unilateral actions threatening his/her control post-IPO (Roosenboom and Schramade, 2006). 
		These CEMs may act together to amplify the wedge between equity stake and voting rights when used simultaneously. This amplification effect is illustrated as follows. Consider a founder who owns 60 percent of equity shares and voting rights in a holding company, which in turn, holds 20 percent of equity shares in the firm going public. Shares held by the founder’s holding company are endowed with double voting rights, conferring 40 percent of voting rights in the IPO firm. In addition, the founder’s holding company signed a pact agreement with a group of shareholders who control 15 percent of voting rights in the IPO firm. By implementing the three types of CEMs simultaneously, the founder controls 55 percent of voting rights (40% + 15%) in the IPO firm while holding only 12 percent of equity shares (60% x 20%). As dual class shares, pacts and pyramids rely on different rules (majority shareholder approval, pact members approval, creating holding companies), their simultaneous use offers founders successive defensive lines, in case one mechanism fails.
		Founder-CEOs are more likely to implement CEMs than professional managers for three main reasons. First, founder-CEOs exhibit stronger feelings of psychological attachment, identification and commitment to their firms compared to professional managers (Gao and Jain, 2012; Wasserman, 2006). Such feelings may persuade founders they are the only managers capable of leading their firms to success and may shift founders’ primary focus to the preservation of control rather than achieving financial benefits (Wasserman, 2012). Second, unlike professional managers, founders’ human capital is typically firm-specific and less likely to be transferred to other firms (He, 2008). As founders have lower chances to find equivalent employment positions in other companies if a change of control occurs, they have stronger incentives to implement CEMs (Gao, 2012). Third, founders’ implementation of CEMs at IPO is an outcome of a bargaining process involving other stakeholders such as VCs, board of directors and underwriters. Such stakeholders often oppose CEMs implementation to maintain their bargaining power vis-à-vis founders, to reduce underpricing at IPO and to preserve their accumulated reputational capital. However, unlike professional managers, founders very often have effective voting control and large equity shares of the firm at IPO. Their stronger bargaining position makes them more likely than professional managers to successfully impose mechanisms that prevent transfer of control, such as dual class shares, pyramid structures and pact agreements (DeAngelo and DeAngelo, 1985). To decrease their vulnerability, professional managers resort to different mechanisms of protection like golden parachutes that compensate them in case of shift of control rather than preventing such an event ex-ante (Straska and Waller, 2014). Thus, the rich vs. king dilemma is much more salient and relevant for founders than professional managers. To avoid spurious correlations induced by unobserved differences in founders’ and professional managers’ intrinsic motivations and power to use CEMs (i.e., unobserved heterogeneity and missing variable problems), we focus primarily on founder-CEOs. However, in post-hoc analyses we examine the effect of CEMs on IPO valuation for firms led by non-founder CEOs. 
The effects of CEMs on firm valuation at IPO
Announcement of an IPO where a founder-CEO cumulates multiple CEMs provides an important signal for potential investors: the founder-CEO will exercise strong influence on firm general policies post-IPO without having to endure much financial consequence of such policies (Masulis, Wang, and Xie 2009). In the above example, the founder has full control over firm strategic decisions but bears only 12 percent of financial outcomes. Potential effects of the disconnect between equity stakes and voting rights on firm value may be positive or negative, depending on assumptions regarding founder-CEO’s inclination for opportunistic behavior. 
	On one hand, principal-principal agency theory suggests CEMs reduce firm value. This prediction relies on two key assumptions. First, CEMs severely weaken internal and external corporate governance. For example, principal-principal agency theory suggests CEMs inflate founder-CEOs’ voting power far above the size of ownership stake. Hence, founder-CEOs will have a stronger influence on the identity and profile of directors elected at shareholders annual general meetings (Lin and Chuang 2011). Inflated voting power makes it easier for founder-CEOs to reject appointments of independent directors and to impose board appointments of family members, friends and passive directors, with strong emotional ties, informal linkages and indebtedness to founder-CEOs (Certo, Daily, and Dalton, 2001). In addition, CEMs may reduce the ability of the market for corporate control to discipline entrenched founder-CEOs who use multiple CEMs as founder-CEOs will likely control enough voting power to counterattack any undesirable takeover (Cronqvist and Nilsson, 2003). 
	The second assumption is that founder-CEOs act opportunistically when monitoring is weak. Founder-CEOs will take advantage of weak internal and external corporate governance allowed by CEMs to extract private benefits at the expense of other shareholders (Bruton, Chahine, and Filatotchev, 2009). Such private benefits may include excessive compensation, tunneling and nepotism. This perspective suggests founder-CEOs using CEMs have an incentive to act opportunistically as they can simultaneously enjoy private benefits and be less impacted by stock price decreases.
	On the other hand, a second stream of research strongly challenges these two assumptions, arguing CEMs increase firm value. It suggests insulation from the takeover market and strong influence over the board facilitated by CEMs do not necessarily harm firm value (DeAngelo and DeAngelo, 1985). Rather, CEMs may incentivize founder-CEOs to eliminate myopic decisions and invest in firm-specific human capital (Stein, 1988). Specifically, this perspective argues that, due to information asymmetries, it is often difficult for founder-CEOs to accurately communicate to the stock market the true value of projects with long-term payoffs (Straska and Waller, 2014). As a result, stock price of firms where founder-CEOs invest in long-term projects may become severely undervalued, until the projects begin to yield earnings (Meulbroek et al., 1990). This in turn, increases the likelihood of a takeover at an unfavorable price (Stein, 1988). To avoid being replaced in a takeover and to reduce wealth loss, founder-CEOs may cut investments in superior long-term projects and focus on short-term projects with observable payoffs but lower expected returns (Straska and Waller, 2014). This short-term myopic behavior destroys long-term value (Stein, 1988). By offering a high level of protection from the hostile takeover threat, CEMs enable founder-CEOs to overcome such problems. 
	Similarly, as CEMs allow founder-CEOs to greatly influence board composition, they decrease the chances that superior long-term projects with less observable payoffs will be resisted by relatively uninformed outside directors (DeAngelo and DeAngelo, 1985). In addition, CEMs encourage founder-CEOs to continue investing in firm-specific human capital (Lehn et al., 1990). If founder-CEOs do not use CEMs, the takeover threat leading to their dismissal increases, and thus they may be reluctant to keep investing in such valuable firm-specific human capital (DeAngelo and DeAngelo, 1985). This perspective implicitly carries a further assumption: founder-CEOs will not act opportunistically when monitoring is weak. 
	Hence, the sign of CEMs’ effects on IPO valuation depends strongly on the assumption made regarding founder-CEO’s inclination for opportunistic behavior. We argue that as investors’ assessment of founder-CEOs inclination for opportunistic conduct is accomplished under unavoidable constraints of information asymmetry, use of multiple CEMs by founder-CEOs likely impacts negatively firm valuation at IPO (Lin and Chuang 2011). This is not to suggest founder-CEOs are especially inclined to take advantage of expropriation opportunities facilitated by CEMs. However, as investors typically face information asymmetry at IPO when they attempt to discriminate between firms with high agency costs and others, they likely interpret CEMs as a signal of critical risks for principal-principal agency costs (Certo, 2003). 
	Indeed, investors have access to limited and sometimes unreliable information regarding IPO firm operations, technology, culture, growth potential, and founder leadership (Arthurs et al., 2009). While legal provisions oblige insiders and underwriters to disclose accurate information to external investors via the prospectus, full corporate transparency is de facto impossible (Banerjee et al., 2011). Moreover, divulgence of sensitive corporate information to external stakeholders, such as competitors, is not required by law in order to avoid imitation threats (Cohen and Dean, 2005).  In addition, uncertainty resulting from incomplete information is compounded as IPO firms generally suffer from liabilities of smallness and newness and exhibit a significantly higher risk of failure than large and old firms (Ritter, 1991). Further, IPO firms generally operate in new technologies, new markets and emerging economic sectors contexts (Sanders and Boivie, 2004) that provide founder-CEOs considerable discretion over scarce financial resources (Reuer, Tong, and Wu, 2012).
	Information asymmetry is also critical at IPO as, except for serial entrepreneurs with many IPOs in the past, most founder-CEOs lack historical stock market scrutiny and have not yet proven stewardship records. Furthermore, an IPO may represent a juncture where pre-IPO founder-CEO’s record of stewardship may no longer be predictive of conduct post-IPO. Indeed, the IPO often constitutes a starting point of a process of more formalization and professionalization of the firm that forces founder-CEOs to share influence over their firms’ directions with new shareholders, directors and employees. This process likely impacts founder-CEOs’ psychological ownership, intrinsic motivation and commitment, and thus may constitute a behavioral inflection point (Wasserman, 2006). Finally, adoption of CEMs, and their potential agency costs, may be inconsistent with past good stewardship record of some founder-CEOs. This in turn, sends conflicting signals to potential investors and creates important valuation difficulties. 
	Hence, at IPO investors are unable to discern accurately which founder-CEOs will act opportunistically or as a good steward. Founder-CEOs are not able to convey credibly to investors the nature of their conduct. With a bias toward risk aversion, investors therefore likely price-protect by requiring a larger discount on IPO value to induce investment in firms that gives founder-CEOs substantial latitude to make self-interested decisions (Certo, 2003; DeAngelo and DeAngelo, 1985). Hence, they likely impose a penalty on founder-CEO led IPOs who choose the king alternative and implement multiple CEMs. Thus:
Hypothesis 1: At IPO, there is a negative relationship between the number of CEMs used by founder-CEOs and firm valuation.
The effects of control-enhancing mechanisms on firm valuation post-IPO
We argue that the negative effect of CEMs on firm valuation at IPO shifts progressively and becomes positive in the long-run post-IPO for four main reasons. First, asymmetry of information that may have prevented investors at IPO from identifying which founder-CEOs will act as stewards is likely to dissipate within a few years post-IPO. Founder-CEOs’ decisions and actions are closely scrutinized post-IPO by investors, market analysts, press, stock market authority and regulators.  These market participants will be better able to appraise a founder-CEO’s track record over the long-run, to assess the true value of principal-principal agency costs and to adjust stock prices accordingly. 
	Second, founders are a class of shareholders and managers for which stewardship behavior is more likely than self-serving behavior. For instance, stewardship theory suggests that, as founders perceive strong feelings of psychological ownership of their firm, they are more likely to protect collective and organizational goals rather than to pursue personal objectives (Hernandez, 2012). Moreover, most founders consider their firm an extension of themselves and are inclined to align closely their self-image, self-esteem and self-concept to the firm (Wasserman, 2012). Consequently, they are more willing to cultivate an organizational personality that supplants their personal interests. In addition, as founder-CEOs maximize their utility function primarily through psychic income and personal intrinsic satisfaction rather than pecuniary benefits they likely refrain from private benefit expropriation (Le Breton-Miller and Miller, 2009). For example, Wasserman (2006) shows founder-CEOs’ strong psychological ownership leads them to accept lower salaries than non-founder-CEOs. Similarly, Villalonga and Amit (2006) found that family firms perform better than non-family firms only when they are run by founder-CEOs. Hence, a significant proportion of founder-CEOs will likely act as stewards post-IPO. Such founder-CEOs will not take advantage of CEMs to extract private benefits but instead will make long-term value creating investments without being disrupted by reactions of short-term risk-averse investors (DeAngelo and DeAngelo, 1985). If sustained over time, founder-CEOs’ stewardship conduct will be captured by market participants post-IPO, resulting in positive adjustments to firm stock price. The magnitude of adjustments is likely large for founder-CEO led firms using multiple CEMs as these have incurred the most severe price penalty at IPO. 
	Third, the extent to which CEMs help solve managers’ myopic decision problem is likely particularly salient in founder-CEO led firms. CEMs reduce myopic decisions as they allow managers to invest in superior long-term projects that the stock market cannot value accurately in the short-term, without risking a takeover (Straska and Waller, 2014). This argument rests on two key assumptions: (1) that managers have strong intrinsic motivation to pursue long-term projects and (2) that they are more informed than the stock market about the prospect of firms’ long-term projects (Meulbroek et al., 1990). The first assumption holds strongly for founder-CEOs as they often view their firm as a long-term investment to be bequeathed to descendants (Wasserman, 2006; 2012). In contrast, this assumption may be less appropriate for professional CEOs with shorter tenures and, hence, who can expect to earn only a portion of the returns of investments with long-term payouts. The second assumption is also likely accurate for founder-CEOs as they have more opportunities to intimately know the firm than external investors (He, 2008). Founder-CEOs have ipso facto the longest tenure in the firm (Le Breton-Miller et al., 2011). They have dedicated more personal investment of time, skills, wealth, human capital and energy in the process of creating and developing the firm than any other stakeholder (Wasserman, 2012). As a result, they can accumulate both explicit and implicit knowledge required to accurately assess prospects of some long-term projects difficult to value by the stock market in the short-term. The ability to develop such explicit and implicit knowledge, which represents a critical resource, is more difficult for less tenured professional CEOs.
	Finally, incentives created by CEMs to encourage managers to maintain investments in firm-specific human capital are likely to significantly improve performance of founder-CEO run firms. Since establishment of their firms, founder-CEOs invest considerable time and energy to develop unique socially complex skills and knowledge specific to their particular firms. Such skills and knowledge are difficult to imitate, often constituting a valuable source of competitive advantage (Wasserman, 2012). If the takeover threat is high, founder-CEOs would be reluctant to continue investing time and energy to maintain such value-creating resources as benefits will be appropriated by raiders (Lehn et al., 1990). CEMs reduce the hostile takeover threat, offering a solution for the problem of founder-CEOs’ underinvestment in firm-specific human capital post-IPO. 
	In sum, a large proportion of founder-CEOs likely act as stewards post-IPO and CEMs are particularly helpful for steward founder-CEOs to avoid myopic decisions and to maintain investments in firm-specific human capital (Straska and Waller, 2014; Wasserman, 2006). Within a few years of listing, information asymmetry decreases and investors are better able to identify steward founder-CEOs who use multiple CEMs to implement long-term value-maximizing strategies rather than extracting private benefits. Such long-term value-maximizing strategies may be reflected, for example, in higher profitability or efficiency of the firm. As investors learn over time the true value of these long-term strategies and recognize founder-CEOs’ actions, they will increase share price to compensate for the initial penalty likely to be incurred at IPO date (Masulis et al., 2009). The positive stock price adjustment post-IPO is expected to be particularly significant for firms led by founder-CEOs using multiple CEMs as investors tend to overestimate agency costs associated with CEMs in these firms at IPO date. Indeed, as outlined in our framework underlying hypothesis 1, investors face a serious information asymmetry problem at IPO. They are unable to differentiate accurately between founder-CEOs who will use multiple CEMs to extract private benefits and others who implement multiple CEMs to create value. Risk averse investors are likely to overestimate CEMs’ agency costs at IPO date by imposing a penalty for all founder-CEOs who have chosen the king alternative, regardless of the latters’ true, but unobservable, inclination toward stewardship conduct (Certo, 2003). In contrast, stock price adjustments post-IPO should be small or even negative for firms led by founder-CEOs who did not implement multiple CEMs. Upward price adjustments should be small as agency costs induced by CEMs are nonexistent in those firms, and hence all else equal, investors are unlikely to require a large initial discount on IPO value to invest. Downward price adjustments may also occur over the long run as founder-CEOs who do not use multiple CEMs lack the means to address effectively myopic and underinvestment problems described earlier (Straska and Waller, 2014). Thus:
	Hypothesis 2: There is a positive relationship between the number of CEMs used by founder-CEOs and post-IPO stock returns.

METHODS
Sample and data collection
We use a unique hand-collected dataset comprising the population of firms that went public on French regulated markets during January 1992 to December 2010. We used three steps to construct our sample of firms that come to market while one of the founders is still the CEO. First, we started with the population of 671 IPOs. Second, consistent with prior studies (Bell, Filatotchev, and Aguilera, 2014), we excluded IPOs associated with transfers and readmissions (n=85 firms), spin-offs (n=42), mergers and acquisitions (n=6), privatization (transfer of ownership from the French government, n=15), foreign-domiciled firms (n=67), cross listing (firms listed in other foreign markets; n=12), real estate investment trusts (REITs, n=21), financial services and utilities firms (n=14) and limited partnership firms (n=6). Third, we identified firm founders from information provided in IPO prospectuses, reference documents filed with the French financial markets authority (AMF), ‘Who is Who in France’, and Factiva database. Of the 403 remaining IPOs, 278 were led by founder-CEOs.
Equality of means tests showed differences between the two subsamples of founder-CEO vs. non founder-CEO firms at IPO. For instance, IPO firms led by founder-CEOs are younger and smaller than other firms (11.72 years old vs. 40 years old, p=0.001; sales equal to 38.66 million euros vs. 234.83 million euros, p=0.001). Similarly, the percentage of VCs voting rights at IPO is smaller in founder-CEO led firms (15.53% vs. 30.93%; p=0.001). In contrast, founder-CEOs hold larger voting rights at IPO than non founder-CEOs (62.39% vs. 35.78%; p=0.001). These statistics explain why founder-CEOs have the power to implement, on average, more CEMs than non-founder-CEOs (1.5 vs. 1.11; p=0.001). Similar to previous studies (e.g., Gao and Jain, 2011), we find no differences between the two-subsamples in terms of return on assets (ROA) and return on equity at IPO. Our results diverge from Fahlenbrach (2009) who finds a significant annualized excess-return of 4.4 percent in founder-led over non-founder-led firms. However, Fahlenbrach’s (2009) sample comprises the largest publicly listed U.S. firms and does not include exclusively IPO firms as in our sample. Furthermore, Fahlenbrach’s (2009) study measures ROA post-IPO (for some firms several decades after IPO) while our study measures ROA the year before the IPO.
Dependent variables
Firm Valuation at IPO. We measured firm valuation at IPO using the logarithm of market capitalization in million euros at the end of the first trading day, inflation adjusted to constant 1992 euros. The mean market capitalization at IPO in our sample, adjusted for inflation, was 102.906 million euros with a standard deviation of 282.635 million euros. 
Post-IPO stock returns. We captured IPO firm performance over the long-run using abnormal buy and hold returns (Ritter, 1991). Compared to accounting-based indicators, abnormal buy and hold returns (ABHRs) are less affected by firm differences in formal reporting rules and idiosyncratic risk (Jayaraman et al., 2000). Moreover, as ABHR measures what an investor earned over a long-term period it is more representative of shareholders’ investment experience (Gao and Jain, 2011). 
	For each IPO firm, ABHRs were obtained in two steps. First, we computed the simple buy and hold returns (BHRt) by compounding monthly stocks return, including any dividends, over a given period t (Jayaraman et al., 2000). BHRt represents the return on a hypothetical one euro investment in the firm’s stock made on the first day of period t and held until the last day of period t (Barber and Lyon, 1997). Next, we calculated ABHRs by subtracting the BHRt of the IPO firm and the BHRt of a benchmark portfolio over the same time horizon. We used as a benchmark the BHRt of the SBF250 index. The SBF250 index includes the 250 largest firms in terms of market capitalization listed on Paris stock exchange. Hence, positive ABHRs indicate that the IPO firm has outperformed the SBF250 index whereas negative ABHRs can be interpreted as underperformance relative to the index.
	For each IPO firm, we calculated up to five observations measuring ABHRs. More specifically, for an IPO firm listed in year t, the first observation measured ABHRs from the day after the IPO issue to the last day of calendar year t (12/31/year t). The second observation measured IPO firm ABHRs from the first to the last day of calendar year t+1 (01/01/year t+1 to 12/31/year t+1).  Similarly, the third, fourth and fifth observations proxied IPO firm ABHRs from the first to the last day of calendar years t+2, t+3 and t+4 respectively. The five years window was chosen to facilitate comparison with prior studies and to track IPO firms over a long enough period for investors’ concerns about information asymmetry to attenuate. Moreover, prior studies suggest that after five years of going public firms should no longer be viewed as IPO firms but should be considered as “seasoned” public firms (Fischer and Pollock, 2004).
	Following prior research, the ABHR was calculated for each year until delisting (i.e., firm acquired or bankrupt) or founder was no longer the CEO. The ABHR was estimated until the month of delisting or CEO succession and the IPO firm exits the sample only in subsequent years (Walters et al., 2010). This resulted in an unbalanced sample of 1,186 firm-year observations (average of 4.26 observations per firm). Of the 278 IPOs, 192 firms were observed throughout the five years of observation and 86 firms were observed for a shorter period because of delisting (35 firms) or CEO change[footnoteRef:1] (51 firms).   [1:  We found that firms that have experienced a shift from founder-CEO to non founder-CEO management neither outperform nor underperform, in terms of ABHRs, other IPO firms.] 

	The mean ABHR in our sample was 3.92 percent with a standard deviation of 85.33 percent. To minimize the influence of outliers, winsoring of extreme values at five percentile on both tails of the distribution was undertaken. After winsoring, the mean ABHR was -1.93 percent and the standard deviation was 54.60 percent.
Independent variable
Number of CEMs. We used a count variable ranging from 0 to 3 to capture the number of CEMs implemented by founder-CEOs. As illustrated in the example presented earlier, the effect of CEMs is cumulative. The larger the number of CEMs used by founder-CEOs, the more they can leverage control of the firm over and above retained equity. As a result, our independent variable captures the extent of disconnection between equity ownership and voting rights that enables founder-CEOs to exercise strong influence on firm general policies without enduring much of the financial consequences of such policies. Over the 1992–2010 period, 82.37 percent of founder-CEOs implemented dual class shares, 46.76 percent used pyramid control structures and 20.86 percent established pact agreements. The variable distribution exhibited a symmetrical, non-skewed shape. Indeed, 8.99 percent of firms did not implement one of the three CEMs at IPO, 39.93 percent of firms used one mechanism, 43.17 percent combined two mechanisms and 7.91 percent used all three mechanisms. Accordingly, 51.08 percent of firms cumulated more than one CEM at IPO date. This distribution remained relatively unchanged over five years post-IPO, suggesting the shielding effect of CEMs is likely cumulative rather than substitutable. 
Control variables
We included control variables to capture the effects of industry, stock market conditions, firm characteristics, venture capitalists involvement, founder-CEO’s attributes, board structure, and IPO deal configuration. First, as IPO valuation is strongly impacted by firm sector (Lowry, Officer, and Schwert, 2010) we employed six dummy variables that capture the primary industry classification code of the firm. 
	Second, as the French stock market went through several hot and cold periods during the study period (Loughran, and Ritter, 2004) we controlled for the effect of stock market conditions on IPO firm valuation using four variables. We accounted for IPO year effect using a set of dummy variables to capture the year at which the IPO was undertaken. We controlled for IPO market activity with a count variable of the number of firms that went public in the preceding year with the same one-digit ICB industry code as the focal IPO firm (Arthurs et al., 2008). To account for stock market optimism, we used a variable measuring buy-and-hold returns of the SBF250 index in the month (22 trading days) preceding the IPO date (Bruton, et al., 2009). We captured stock market volatility using the standard deviation of the SBF250 index returns over the 22 trading days preceding the IPO date (Bruton, et al., 2009). 
	Third, we controlled for firm attributes such as age, size, leverage, profitability and risk that may influence IPO firm valuation. Prior studies have shown older firms are often associated with lower uncertainty and less information asymmetry than young firms as they have longer track records, more years of published financial data and well-established customer bases (Daily, et al., 2003) while young IPO firms suffer from a liability of newness and greater likelihood of failure (Arthurs et al., 2008). We controlled for firm age with the logarithm of number of years from firm founding. In our sample, 24 percent of firms are less than five years old at IPO date, 47 percent of firms are older than 10 years and about 15 percent are older than 20 years. As prior research has found a significant relationship between firm size and IPO valuation (Butler, Keefe, and Kieschnick, 2014) we use the logarithm of firm sales in million euros in the fiscal year prior to the IPO date, inflation adjusted to constant 1992 euros. We controlled for the effect of leverage using debt to total assets percentage and book value of common equity. As the amount of risk facing an IPO firm influences investors’ expectations about future firm performance, we accounted for firm risk using three proxies: a dummy variable which takes a value of one if a firm has a reported profit in the year prior to the IPO date and zero otherwise (Beatty and Zajac, 1994); the standard deviation of firm stock returns during the 22 trading days following the IPO (Gao and Jain, 2011); and a dummy variable coded 1 if the prospectus mentioned the firm has a pending litigation with customers, suppliers, competitors or tax authorities and 0 otherwise.
	Fourth, we controlled for the effects of VCs’ certification role on new issue valuation using the percentage of voting rights they controlled prior to the first day of trading (Arthurs et al., 2008). As the amount of equity sold by VCs at IPO may also provide a signal to investors about future prospects of the firm, we included an additional variable that measures the percentage of shares sold by VCs at IPO (Sanders and Boivie, 2004).
	Fifth, we controlled for founder-CEO attributes. Founder-CEOs ownership rights were defined as the percentage of shares owned by the founder-CEO and his family at IPO date. Founder-CEO duality was measured using a dummy variable with value 1 if the founder-CEO serves also as the chairperson of the board, 0 otherwise (Nelson, 2003). Founder-CEOs may signal IPO quality by agreeing not to sell a percentage of stocks they own for a long period. We accounted for this effect using two variables. We measured the weighted average of the number of months a lockup share agreement involving the founder-CEO is in effect (Arthurs et al., 2009). We also calculated the ratio of the shares retained by founder-CEO to the shares s/he held before IPO date (Bruton, et al., 2009). This variable is important as the extent to which founder-CEO’s wealth is affected by underpricing resulting from CEMs depends upon share retention at IPO. The more founder-CEO participates in the offering by selling own shares on IPO, the larger personal wealth loss ensuing from underpricing (Barry, 1989). Further, we controlled for the effect of CEO prestige and status on the ability of IPO firm to attract new investors using a dummy variable with value 1 if s/he graduated from an elite institution, as classified by Maclean, Harvey, and Press, (2006), 0 otherwise (Certo, 2003). As founder-CEO’s external directorate ties enhance legitimacy, status and access to resources, we computed Bonacich’s degree centrality for each founder-CEO using information on directors sitting on boards of 725 French listed companies (Bonacich, 1987).  
	Sixth, as potential investors consider board prestige and status valuable signals when assessing IPO firm quality (Certo, 2003), we controlled for the number of directors holding a directorship over the five years prior to IPO or a CEO role in SBF250 index companies. We controlled for the signal of less effective monitoring activities (Acharya and Pollock, 2013) resulting from a large proportion of insiders using the percentage of directors who were firm officers (Nelson, 2003).
	Finally, we controlled for three IPO deal specific characteristics influencing IPO valuations. We used the logarithm of average market capitalization of IPOs undertaken by the underwriter over a three-year period prior to IPO date to control for the effect of underwriter prestige (Certo et al., 2001). We controlled for amount of public equity released at IPO as a percentage of firm total equity (Nelson, 2003). As the introduction method employed at IPO may influence IPO valuation (Ritter, 2003), we used a dummy variable with value 1 if the introduction method was fixed offer price, 0 otherwise.
Our longitudinal analysis controlled for the effects of industry, year, firm characteristics, founder-CEO’s attributes and board of directors structure at the end of each fiscal year t. To account for industry effect, we included six dummy variables capturing the primary industry code of the firm. Also, we used a set of dummy variables to control for differences over time. To control for post-IPO dynamics, we included a time variable measuring the logarithm of days elapsed since IPO (Fischer and Pollock, 2004). 
To capture the effects of firm specific-attributes, we controlled for firm age, size, profitability, leverage, blockholder ownership and risk. Firm age was defined as the logarithm of number of years from firm founding. Firm size was operationalized as the logarithm of total sales (inflation adjusted to constant 1992 euros). To proxy firm profitability and leverage, we used return on assets and debt to total assets ratios as well as book value of common equity. We also controlled for blockholder ownership by summing the percentage of stock ownership of each shareholder, excluding the founder-CEO and his family, owning a minimum of five percent stake (Burkart, Gromb and Panunzi, 1997). Market risk was measured using firm’s equity beta obtained from regression models in which firm’s monthly returns over the past year are regressed on the SBF250 index monthly returns (Villalonga and Amit, 2006). Firm’s idiosyncratic risk was obtained by calculating the root mean square error from regressions models employed to estimate firm’s equity beta (Le Breton-Miller et al., 2011).  
To control for founder-CEO attributes, we included variables capturing founder-CEO’s (1) ownership rights, (2) elite education, (3) board duality and (4) network centrality at the end of each fiscal year t. These four control variables were operationalized as for measures applied at IPO date defined above. We also controlled for the proportion of insiders on the board and the sum of directorships in SBF250 index companies held by firm’s directors (Moore et al., 2012). To account for certification roles of VCs and underwriters on IPO valuation, we used the percentage of voting rights controlled by VCs prior to first day trading and the logarithm of average market capitalization of IPOs undertaken by the underwriter over a three-year period prior to IPO date (Certo et al., 2001; Ritter, 2003). Lastly, we controlled for amount of underpricing incurred at IPO. IPO underpricing is the percentage difference between the end of the first day of trading stock price and the offer price, adjusted for market index returns (Daily et al., 2003). Underpricing proxies the magnitude of initial discount observed at IPO date, allowing us to capture additional firm attributes not measured by other control variables. Primary data sources included Datastream, Bloomberg, Thomson One Banker, Factiva, Dafsaliens, the Who’s Who in France databases, firm’s prospectus, and reference documents filed with the French financial markets authority (AMF). Descriptive statistics and Pearson correlation coefficients at IPO and post-IPO are presented in tables 1 and 2.
					Please insert tables 1 and 2 about here
ANALYSIS AND RESULTS
	Regression Models
To test hypothesis 1, we estimated OLS regressions with robust standard errors. To test hypothesis 2, we used random effects GLS regressions, with robust standard errors. Hypothesis 1 suggests a negative relationship between the number of CEMs used by founder-CEOs and firm valuation at IPO. Table 3, model 1 includes only control variables. Model 2 adds the predictor variable number of CEMs. In Model 2, the coefficient for this variable is negative (β= -0.117; p=0.032). The logarithm of market capitalization at the end of the first trading day decreases by 11.7 percent for every additional CEM used at IPO. This result provides support for hypothesis 1.  
					Please insert table 3 about here
Hypothesis 2 suggests a positive relationship between number of CEMs and post-IPO stock returns. Model 3 in table 4 includes control variables only. In model 4, the coefficient for the number of CEMs is positive (β=0.038; p=0.040). The ABHRs increases by 3.8 percent for every additional CEM used post-IPO. In our sample, firms have an average market capitalization post-IPO of 113.70 million euros. Therefore, if a founder-CEO uses two CEMs his firm will generate, on average, 8.64 million euros higher abnormal returns than if s/he had not used CEMs. This result provides support for hypothesis 2. 
					Please insert table 4 about here
	Further, we assessed whether founder-CEOs using CEMs are able, on average, to recover within a five-year period the initial penalty incurred at IPO. For each founder-CEO we calculated the difference between estimated wealth gain post-IPO and estimated wealth loss at IPO produced by CEMs use. We found that average net effects for founder-CEOs using CEMs equal + 0.706 million euros (adjusted for inflation). Specifically, average net effects equal + 0.350 million euros for founder-CEOs using three CEMs, + 1.191 million euros for founder-CEOs using two CEMs and + 0.263 million euros for founder-CEOs using only one CEM. These results indicate that founder-CEOs choosing the king option recover, on average, the initial penalty resulting from CEMs. We also investigated the proportion of founder-CEOs experiencing positive net effects. We found that 55 percent of founder-CEOs using three CEMs recover wealth loss incurred at IPO. The proportion is equal to 51 percent for founder-CEOs using two CEMs and 40 percent for founder-CEOs using one CEM. These findings show that the majority of founder-CEOs using multiple CEMs recover initial wealth loss, and hence, can be kings and rich simultaneously.
Robustness checks
In this section, we present several alternative models that check the robustness of our results. These checks are provided in the supplemental online appendix.
Robustness checks for hypothesis 1. As founder-CEO choice to implement CEMs at IPO is likely endogenous and self-selected, we used two-step linear regressions with endogenous treatment effects performed with STATA command “etregress” (Heckman, 1979). We estimated a probit model including nine variables that may influence founder-CEO’s incentive and power to put in place multiple CEMs. These variables are: (1) firm profitability, (2) VCs voting rights, (3) underwriter prestige, (4), value of issue increase, (5) founder-CEO share retention, (6) firm name, (7) founder-CEO age, (8) firm age, and (9) average number of CEMs implemented in firms with the same one-digit ICB industry code as the focal IPO firm. We chose these variables based on the following. Firm profitability may have two opposing effects on CEMs use. Low-performing firms experience higher dilution when issuing stocks at IPO than high-performing firms as they need to issue more shares to raise the same amount of money. Hence, founder-CEOs of low-performing firms need to implement more CEMs than high-performing firms to counter dilution (Villalonga and Amit, 2006). Alternatively, founder-CEOs of high performing firms have stronger bargaining power and are able to negotiate better IPO terms with VCs and underwriters (i.e., use more CEMs).  
	VCs have a strong incentive to maximize the value of offer price at IPO. As CEMs may hurt IPO valuation, VCs may oppose their implementation (Smart et al., 2008). The larger VC’s voting rights, the more power they have to oppose CEMs. Underwriter reputation is also likely correlated with founder-CEO’s use of CEMs. Indeed, the more CEMs the greater the need for certification of a high reputation underwriter capable of minimizing potential price discount (Gompers et al., 2010). 
	Likewise, founder-CEO’s loss of control depends upon value of issue increase at IPO (Smart et al., 2008): the more money collected at IPO, the larger incumbent shareholders’ ownership dilution. The value of issue increase was obtained by multiplying the offer price by the number of new shares issued at IPO. We log transformed this variable to normalize the highly skewed distribution. Similarly, the greater the amount of shares founder-CEO sells at IPO, the greater loss of control. Therefore, we expect the lower founder-CEOs’ shares retention at IPO, the larger the number of CEMs they will use. 
	Founder-CEOs’ inclination to use CEMs may be related to their psychological ownership towards the firm. We captured founder-CEO’s psychological ownership with three variables: firm age, founder-CEO age and a dummy variable with value 1 if founder-CEO’s name appears in firm’s name, 0 otherwise (Villalonga and Amit, 2006). Finally, as private benefits of control may vary across industries, adoption of CEMs could be “institutionalized” in some industries more than others (Gompers et al., 2010). We calculated the average number of CEMs put in place by CEOs in firms belonging to the SBF250 index and having the same one-digit ICB industry code as the focal IPO firm in the year preceding IPO date. 
	The treatment indicator is a dummy variable equal 1 if a founder-CEO uses multiple CEMs, 0 otherwise. We found that use of multiple CEMs impacts negatively market capitalization at the end of the first trading day (see Appendix table 1). This result supports hypothesis 1.
	Next, we test how sensitive our results are to valuation measure used. We rerun two regressions including all variables described in Appendix table 1 but using IPO price premium and log market capitalization at offer price as dependent variables. Price premium is the difference between the stock offer price at IPO and book value per share divided by stock offer price (Certo et al., 2003). We found that use of multiple CEMs negatively affects price premium (see Appendix table 2) and log market capitalization at offer price (see Appendix table 3). Finally, we estimated the effect of CEMs on valuation of non founder-CEO led firms at IPO. Similarly to founder-CEO, the use of multiple CEMs by non founder-CEO decreases market capitalization at end of first trading day (see Appendix table 4). This result suggests, in a context of high information asymmetry, investors perceive CEMs as signals of important principal-principal agency costs, regardless of CEO status.
Robustness checks for hypothesis 2. To account for endogeneity of founder-CEO decision to adopt multiple CEMs at end of fiscal year t post-IPO, we used linear regressions with endogenous treatment effects (“etregress” STATA command). In the selection model, we included five variables. First, we used lagged ABHRs to account for potential reverse causality between IPO firm valuation and CEMs use (Villalonga and Amit, 2006). Second, to capture the effect of bandwagon conduct at the industry level we computed the average number of CEMs implemented by CEOs in firms in the SBF250 index and with the same one-digit ICB industry code as the focal IPO firm at end of each fiscal year t (Gompers et al., 2010). Third, we added a variable measuring blockholders’ ownership to proxy blockholders’ power to resist CEMs implementation. Fourth, we used the standard deviation of firm’s stock daily prices over the fiscal year t to capture firm’s overall risk (Villalonga and Amit, 2006). Finally, to proxy founder-CEOs’ psychological ownership we used a dummy variable with value 1 if founder-CEO’s name appears in firm’s name, 0 otherwise. The coefficient for multiple CEMs implemented by founder-CEO is positive (see Appendix table 5), suggesting higher ABHRs. This result supports hypothesis 2.
	Next, we test how sensitive our results are to other measures of firm valuation. We run a regression similar to that in Appendix table 5 but using log market capitalization as a dependent variable. Once again, the coefficient for multiple CEMs implemented by founder-CEOs is positive (see Appendix table 6), leading to higher firm market capitalization post-IPO.
	We argued earlier that the effect of CEMs on firm valuation becomes positive post-IPO as founders’ stewardship behavior is more likely than self-serving behavior, and hence, they are inclined to use multiple CEMs to solve myopic decision and underinvestment problems rather than extracting private benefits. As asymmetry of information decreases post-IPO, investors will learn the true value of agency costs and will adjust positively share price to compensate for initial penalty incurred at IPO. Investor learning may be based on visible signals such as higher profitability or better productive efficiency of the firm (Straska and Waller, 2014). We test the effect of these signals in two ways. First, we estimated a regression similar to that presented in appendix table 5, but using return on assets as a dependent variable. The coefficient for multiple CEMs is positive (see Appendix table 7), leading to higher return on assets. Second, we tested whether firm’s capital expenditures (i.e., long-term investments) contribute significantly more to shareholder value (market capitalization and ABHRs) in firms where founder-CEOs use multiple CEMs. Findings reported in Appendix tables 8 and 9 show the interaction term capital expenditure x multiple CEMs is positively related to market capitalization and to ABHRs. These results confirm that the contribution of capital expenditure to shareholder value is stronger when founder-CEO uses multiple CEMs. Higher profitability and better productive efficiency associated with firms in which founder-CEOs use multiple CEMs provide signals that agency costs are small in those firms, and prompts investors to increase share price to compensate for initial penalty incurred at IPO.
	We also investigated temporal dynamics of the shift in the sign of the relationship between CEMs and ABHRs. We estimated average marginal effects of CEMs on ABHRs for each day post-IPO. Appendix figure 1 shows that CEMs affect, on average, positively ABHRs between day 510 and day 870 post-IPO. That is, positive adjustments to stock price related to CEMs start approximately one year and a half after IPO and last one year. After two years and a half the association between CEMs and ABHRs ceases to exist, as new information about founder-CEO’s conduct and performance has been integrated into stock price. 
	Further, we estimated the effect of CEMs on valuation of firms led by non founder-CEOs. We found that use of multiple CEMs by non founder-CEOs hurts firm’s market capitalization and return on assets (see Appendix tables 10 and 11). These findings suggest that agency costs related to use of multiple CEMs are large in firms led by non-founder-CEOs. Most importantly, these findings suggest that over time investors perceive that initial discount related to CEMs at IPO was not sufficient as they have imposed an additional penalty post-IPO (i.e., earn negative abnormal returns). However, as argued earlier founders and professional managers differ in their intrinsic motivations and power to implement CEMs. These results should be interpreted cautiously.
	Additionally, we examined effects of each type of CEM on firm valuation both at IPO and post-IPO. At IPO, we found that founder-CEOs’ implementation of dual class shares produces discounts in firm market capitalization, measured using day 1 closing price or offer price. In contrast, founder-CEOs’ use of pyramid structures and pact agreements does not generate effects on firm market capitalization at IPO. Post-IPO, we found that dual class shares, pyramid structures and pact agreements do not have an effect on ABHRs. This result, which contrasts with that obtained with a count variable, confirms the cumulative effects of CEMs on ABHRs. We also investigated non-linear relationships (e.g. exponential and inverted-U) between the number of CEMs and firm value. Non-linear models do not improve the goodness-of-fit over reported linear models. 
	We investigated whether strength of CEMs’ effects on firm valuation depends upon stock market conditions. We estimated average marginal effects of CEMs on firm valuation at different states of stock market conditions, using number of IPOs undertaken in French capital markets at each year as a proxy (Loughran and Ritter, 2004). We found that the better stock market conditions (i.e., the higher the number of IPOs per year), the weaker negative average marginal effects of CEMs on the logarithm of firm market capitalization at the end of the first trading day (see Appendix figure 2). This result suggests investors seem to be more indulgent towards CEMs in favorable stock market condition than in adverse conditions. Furthermore, we found that positive average marginal effects of CEMs on ABHRs post-IPO are weaker for firms having undertaken their IPOs in favorable than in adverse stock market conditions (see Appendix figure 3). This result is not surprising given that the former did not incur, on average, a large penalty associated with CEMs at IPO date, and hence, no significant upward price adjustments are needed.
	Finally, we examined the strength of CEMs’ effects on firm valuation by industry. We found that strength of CEMs’ effects on firm valuation at IPO and post-IPO are weaker for firms in telecommunications compared to firms in the (a) industrials, (b) consumer goods, (c) health care, (d) consumer services, (e) basic materials, and (f) technology industries. 
DISCUSSION AND CONCLUSION
Our study provides two important empirical results. First, founder-CEOs who choose the king path leave considerable amounts of money on the table at IPO. Second, the sign of the effect of CEMs on firm valuation shifts over time. This shift is economically considerable, as most founder-CEOs choosing the king path recover the penalty incurred at IPO. 
	Our results provide several theoretical contributions. First, results indicating the king alternative imposes significant short-term financial penalties on founder-CEOs contribute to principal-principal agency theory and asymmetry of information theory. Under conditions of large information asymmetry, investors exhibit an aversion to agency costs potentially produced by CEMs. These agency costs may not necessarily materialize. Yet, under information asymmetry conditions, investors prefer to price-protect themselves. Further, we show investors tend to overestimate the size of potential agency costs created by CEMs at IPO. As investors learn over time that initial penalty was too severe, they make positive adjustments to stock price. 
	Second, we contribute to stewardship theory. The effect of CEMs on firm valuation reverses post-IPO, which rejects principal-principal agency behavior and supports founder-CEOs stewardship conduct post-IPO (Hernandez, 2012; Wasserman, 2006). Evidence of higher abnormal returns for firms where control is locked by multiple CEMs, further corroborated by higher profitability and better productive efficiency, suggests founder-CEOs do not take advantage of CEMs to extract private benefits but instead to address possible underinvestment problems. Costs of private benefit expropriation are low in France, where legal and institutional environments offer low protection to minority shareholders (La Porta et al., 1998). Our results showing founder-CEOs decline opportunities to maximize their own interests at the expense of minority shareholders suggests stewardship behavior was a deliberate choice rather than a forced one. This extends previous research examining the conditions and boundaries under which agency and stewardship theories apply (Le Breton-Miller et al. 2011).
	Third, we contribute to literature on antitakeover strategies in three important ways. We challenge the dominant perspective suggesting that provisions insulating managers from takeovers are contractually inefficient (Straska and Waller, 2014). Our findings show that, as far as founder-CEOs are concerned, long run CEM benefits are larger than potential agency costs. Also, if CEMs were inefficient provisions we would expect their rate of use to decrease over time as evidence of deficiencies become visible to both market participants and founder-CEOs. Our results help explain why the rate of their implementation remained relatively constant over the 1992–2010 period in France. Further, unlike most previous studies, our study has examined the net outcomes of antitakeover strategies in a multi-period setting. Five years post-IPO, most founder-CEOs using multiple CEMs recover initial loss incurred at IPO. The major implication is that studies examining the outcomes of founders’ antitakeover strategies separately, either at IPO or post-IPO, do not capture the full picture of the phenomenon. Arguably, founder-CEOs have long time horizons. Therefore, they can put in place defensive strategies in which they accept to lose money in the short-term, if they believe they can recover initial losses over the long run. Our study is among the few to investigate the net effects of founder-CEOs’ strategies to maintain control post-IPO in a multi-stage process. Finally, and more generally, we challenge previous work suggesting that founders have to sacrifice control to increase firm value by illustrating a context where rich vs. king alternatives might occur simultaneously (Wasserman, 2012; 2017). 
	Our results showing founder-CEOs can be both king and rich over the long run should greatly reduce founder-CEOs anxiety towards IPOs and increase their inclination to choose IPOs as a valuable financing alternative. In contrast, for VCs our findings suggest a need for caution as they indicate that if founder-CEOs choose the king alternative, this seriously harms firm valuation on the first day of listing. VCs seeking to avoid leaving money on the table should consider delaying sale of their shares to be able to recover money over the long run. In contrast, the major implication of our results is that post-IPO investors are, on average, better off investing in IPO firms led by king founder-CEOs. This result is important as it contradicts trends exhibited by institutional investors who have expressed strong opposition to CEMs. The size of agency costs actually created by CEMs may depend upon type of CEO (e.g. founder vs. non-founder). Hence, hostility against CEMs should not be unconditional, but instead, be directed towards specific situations (e.g. non-founder CEOs). 
	For regulators and index-providers, our findings provide a basis for debates surrounding possible prohibition or expansion of CEMs in capital markets. The SEC allows firms to use dual class shares at IPO, but not later (The Economist, 2014). The European Union intended banning dual class shares on 2007, but dropped the decision as a result of the financial crisis (Commission of the European Communities, 2007). In an opposite move, Standard & Poor’s and FTSE Russell announced in July 2017 they would restrict firms with multiple share classes from their benchmark indices (The Economist, 2017). Our findings suggest that SEC and European Union decision not to completely ban dual class shares is wise. However, it is not obvious that dual class shares should be welcomed in IPO firms not led by founder-CEOs as our post-hoc analysis suggests agency costs created by CEMs are high in IPO firms led by non founder-CEOs. Future studies are needed to determine if and when use of CEMs by other types of CEOs produce positive outcomes.
This study has some limitations that open avenues for future research. Our findings are generalizable to countries similar to France, such as in most European countries except the U.K., along three dimensions: (1) extent of legal and institutional protection offered to minority shareholders (i.e., weak to moderate protection), (2) extent of use of CEMs and investors antagonism to CEMs use (i.e., weak to moderate hostility), and (3) founder-CEOs motivation at IPO (i.e., they do not use IPO as an exit strategy). However, care should be taken in generalizing findings beyond markets with similar characteristics. For instance, founders’ latitude to extract private benefits via CEMs is more restricted in the U.S. than in France as legal and institutional protection provided to minority shareholders is stronger in the U.S. (La Porta et al., 1998). Hence, the impact of CEMs use on IPO valuation is likely weaker in the U.S. than in France. This speculation is, however, contradicted by institutional investors’ stronger hostility towards CEMs in the U.S. compared to France (Glover and Thamodaran, 2013), which may suggest financial penalties incurred at IPO by founder-CEOs using multiple CEMs are stronger in the U.S. than in France. It may also suggest that “steward” founder-CEOs using several CEMs will need more effort and time to recover money left on the table at IPO in the U.S. than in France. Further, more founder-CEOs use IPO as an exit strategy in the U.S. than in France and are less likely to put CEMs in place at IPO date for three reasons: (1) they desire to minimize the size of penalty associated with CEMs at IPO date; (2) they have a short time horizon, and as a result, they are less concerned with solving underinvestment and myopia problems; and (3) they lack sufficient time to recuperate money left on the table at IPO, if they use CEMs. This may imply that multi-stage antitakeover strategies with positive net effects such those described in our study are likely to be less prevalent in the U.S. than in France. More studies are needed to explore the net outcomes of the rich vs. king dilemma in countries such as the U.S., the U.K., and Canada that exhibit different institutional characteristics on these three dimensions.
Generalization of our findings may be constrained to other contexts such as continental Europe where IPOs have different characteristics than in the U.S., such as involving older firms (Ritter, 2003). The 69 per cent of IPOs led by founder-CEOs may suggest our findings relate to a context at the high end of the distribution found in U.S. studies (Certo et al., 2001; Gao and Jain, 2011; Nelson, 2003). Further, generalization may be limited to contexts where founders own a significantly higher percentage of their companies at IPO compared to the U.S. (He, 2008) and the U.K. (Bruton et al., 2010), such as elsewhere in continental Europe where ownership concentration in general tends to be higher (Thomsen and Pedersen, 2000). Our findings may be generalizable to contexts where CEOs have more control or discretion over their lock-up period. Although mean lock-up periods in France and U.S. are similar, our study indicates greater variation in their length in France (Arthurs et al., 2009; Brav and Gompers, 2003; Brau, Lambson, and McQueen, 2005) suggesting CEOs have more control over their lock-up periods. However, as the founder-CEO lockup variable has no significant effect on firm valuation at IPO, this aspect may be less of a constraint on generalizability of our findings. More studies are needed to explore the extent to which our findings hold in contexts at the high end of the distribution on these measures or also apply at other levels. 
	In conclusion, we show that founder-CEOs can reconcile the rich and king paths in the long-run post-IPO. This extends previous research on principal-principal agency costs, information asymmetry, stewardship behavior and antitakeover strategies and points the way to further research on the role of founder-CEOs.
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Table 1: Descriptive statistics and Pearson correlations – Founder-CEO led firms at IPO
	Variables
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21
	22
	23
	24
	25
	26
	27
	28

	Mean
	3.96
	10.34
	0.03
	-4.62
	2.19
	2.91
	2.42
	10.6
	0.85
	-3.6
	0.28
	15.54
	10.98
	61.3
	0.90
	1.29
	0.92
	0.18
	8.54
	0.55
	47.52
	3.38
	22.17
	0.03
	1.50
	0.82
	0.47
	0.21

	Standard deviation
	0.98
	8.00
	0.05
	0.33
	0.81
	1.23
	1.16
	15.3
	0.36
	0.66
	0.45
	21.43
	21.02
	30.3
	0.30
	1.44
	0.11
	0.39
	41.4
	1.10
	26.48
	1.78
	9.33
	0.16
	0.77
	0.38
	0.50
	0.41

	1  Firm market capitalization (end day1)†
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2  IPO market activity
	0.11
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3  Market returns 1 month pre-IPO
	-0.11
	0.09
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4  Market volatility 1 month pre-IPO†
	0.05
	0.40
	-0.08
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	5  Firm age†
	-0.19
	-0.10
	-0.02
	-0.16
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	6  Total sales†
	0.21
	-0.20
	0.01
	-0.17
	0.37
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7  Total debt to assets†
	-0.09
	-0.25
	0.02
	-0.24
	0.15
	0.33
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	8  Common equity
	0.57
	-0.23
	-0.08
	-0.15
	0.05
	0.56
	0.19
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	9  Profitability (dummy)
	-0.18
	-0.14
	-0.03
	-0.13
	0.27
	0.43
	0.04
	0.10
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10 Returns volatility 1 month post-IPO†
	0.03
	0.38
	0.09
	0.23
	-0.14
	-0.31
	-0.26
	-0.27
	-0.18
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	11 Litigation (dummy)
	0.11
	-0.14
	-0.05
	-0.04
	0.04
	0.16
	0.04
	0.23
	-0.07
	-0.08
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	12 VC voting rights
	0.31
	-0.03
	-0.04
	0.01
	-0.24
	-0.10
	0.01
	0.21
	-0.32
	-0.04
	0.05
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	13 VC sell-offs
	0.08
	-0.13
	0.02
	-0.18
	0.10
	0.22
	0.09
	0.26
	0.06
	-0.07
	0.05
	0.24
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	14 Founder-CEO ownership rights
	-0.25
	-0.11
	0.08
	-0.09
	0.26
	0.19
	0.09
	-0.06
	0.35
	-0.14
	-0.11
	-0.66
	-0.09
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	15 Founder-CEO duality (dummy)
	-0.09
	0.08
	-0.02
	0.08
	0.15
	0.06
	0.01
	-0.13
	0.23
	0.08
	-0.12
	-0.18
	0.03
	0.19
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	

	16 Founder-CEO lockup†
	0.14
	0.25
	-0.02
	0.22
	-0.35
	-0.40
	-0.10
	-0.14
	-0.28
	0.20
	0.11
	0.21
	-0.10
	-0.29
	-0.10
	1.00
	
	
	
	
	
	
	
	
	
	
	
	

	17 Founder-CEO share retention
	0.19
	0.10
	0.04
	0.09
	-0.08
	-0.06
	-0.07
	0.01
	-0.04
	0.08
	0.06
	-0.10
	0.04
	0.10
	0.04
	0.20
	1.00
	
	
	
	
	
	
	
	
	
	
	

	18 Founder-CEO elite education 
	0.04
	0.16
	0.10
	0.14
	-0.08
	-0.09
	-0.02
	-0.04
	-0.13
	0.02
	0.06
	0.09
	-0.09
	-0.05
	-0.03
	0.17
	0.00
	1.00
	
	
	
	
	
	
	
	
	
	

	19 Founder-CEO network centrality
	0.23
	-0.08
	-0.04
	-0.09
	0.09
	0.20
	0.03
	0.32
	0.02
	-0.15
	0.12
	0.10
	0.18
	-0.03
	-0.06
	0.06
	0.06
	0.14
	1.00
	
	
	
	
	
	
	
	
	

	20 Directors experience in listed firms
	0.45
	-0.04
	-0.10
	-0.01
	-0.20
	0.14
	-0.04
	0.37
	-0.15
	-0.19
	0.16
	0.30
	0.14
	-0.17
	-0.18
	0.20
	0.07
	0.08
	0.32
	1.00
	
	
	
	
	
	
	
	

	21 Ratio of insider directors
	-0.09
	0.04
	0.13
	-0.08
	0.11
	0.09
	0.02
	-0.13
	0.18
	0.06
	-0.22
	-0.31
	0.01
	0.21
	0.49
	-0.15
	0.10
	-0.04
	-0.03
	-0.18
	1.00
	
	
	
	
	
	
	

	22 Underwriter prestige †
	0.26
	-0.04
	-0.08
	-0.06
	-0.04
	0.13
	0.05
	0.24
	-0.09
	-0.09
	0.15
	0.12
	0.06
	-0.03
	-0.16
	0.05
	0.16
	0.13
	0.14
	0.24
	-0.14
	1.00
	
	
	
	
	
	

	23 Public equity released
	-0.10
	0.11
	0.06
	-0.01
	-0.15
	-0.21
	0.11
	-0.10
	-0.17
	0.09
	0.07
	0.31
	0.18
	-0.30
	-0.10
	0.43
	-0.21
	0.08
	0.03
	0.14
	-0.20
	0.12
	1.00
	
	
	
	
	

	24 IPO procedure (dummy)
	0.00
	-0.16
	-0.05
	-0.15
	0.05
	0.09
	0.12
	0.10
	0.07
	-0.05
	-0.05
	-0.05
	0.11
	0.05
	0.05
	-0.14
	0.01
	-0.08
	-0.01
	-0.04
	-0.02
	-0.05
	-0.08
	1.00
	
	
	
	

	25 Number of CEMs
	-0.03
	-0.01
	-0.06
	-0.09
	0.03
	0.18
	0.05
	0.09
	0.16
	0.00
	-0.10
	-0.28
	0.00
	0.29
	0.13
	-0.21
	0.09
	-0.04
	0.03
	0.00
	0.10
	-0.02
	-0.20
	0.10
	1.00
	
	
	

	26 Dual class shares (dummy)
	-0.21
	0.09
	0.08
	-0.01
	0.10
	0.09
	-0.02
	-0.06
	0.14
	0.01
	-0.11
	-0.30
	0.06
	0.36
	0.17
	-0.18
	0.04
	-0.02
	-0.01
	-0.17
	0.14
	-0.08
	-0.11
	0.07
	0.56
	1.00
	
	

	27 Pyramid structures (dummy)
	0.12
	-0.07
	-0.10
	-0.14
	0.01
	0.21
	0.15
	0.20
	0.12
	-0.06
	-0.01
	-0.10
	0.04
	0.27
	0.06
	-0.14
	0.09
	0.04
	0.08
	0.15
	0.03
	0.04
	-0.12
	0.08
	0.68
	0.07
	1.00
	

	28 Pact agreements (dummy)
	-0.01
	-0.03
	-0.07
	0.00
	-0.05
	-0.01
	-0.08
	-0.03
	0.02
	0.06
	-0.08
	-0.12
	-0.12
	-0.13
	0.02
	-0.05
	0.02
	-0.11
	-0.03
	-0.03
	0.02
	-0.01
	-0.14
	0.03
	0.53
	0.03
	-0.02
	1.00


† Natural log transformation. N= 278 observations. 
Table 2: Descriptive statistics and Pearson correlations – Founder-CEO led firms post-IPO
	Variables
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21
	22
	23

	Mean
	-0.02
	6.41
	2.54
	3.59
	3.46
	2.51
	30.42
	19.56
	1.06
	0.04
	45.43
	0.20
	0.89
	8.37
	5.85
	45.02
	3.38
	15.14
	9.60
	1.48
	0.84
	0.45
	0.19

	Standard deviation
	0.55
	0.98
	0.59
	1.26
	1.91
	1.17
	40.54
	21.16
	0.26
	0.05
	25.01
	0.40
	0.31
	31.57
	2.95
	26.86
	1.78
	20.93
	13.76
	0.79
	0.37
	0.50
	0.39

	1 - Buy and hold abnormal returns
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2 - Nb. days post-IPO†
	-0.04
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3 - Firm age†
	0.02
	0.22
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4 - Total sales†
	0.07
	0.16
	0.32
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	5 - Return on assets†
	0.12
	-0.12
	0.18
	0.31
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	6 - Total debt to assets†
	-0.07
	0.11
	0.17
	0.27
	0.05
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7 – Common equity
	0.04
	0.12
	0.09
	0.58
	0.14
	0.05
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	8 – Blockholder ownership
	0.04
	-0.03
	-0.23
	-0.09
	-0.15
	-0.15
	0.00
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	9 - Beta (market risk) †
	0.00
	0.04
	-0.16
	0.02
	-0.08
	-0.15
	0.14
	0.08
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10 - Idiosyncratic risk†
	0.05
	0.06
	-0.10
	-0.11
	-0.14
	-0.04
	-0.10
	0.14
	0.29
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	

	11 - Founder-CEO ownership rights
	-0.04
	-0.11
	0.31
	0.14
	0.19
	0.16
	-0.11
	-0.77
	-0.20
	-0.13
	1.00
	
	
	
	
	
	
	
	
	
	
	
	

	12 - Founder-CEO elite education
	0.01
	0.05
	-0.06
	-0.11
	-0.12
	-0.08
	-0.02
	0.02
	0.04
	0.03
	-0.06
	1.00
	
	
	
	
	
	
	
	
	
	
	

	13 - Founder-CEO duality (dummy)
	0.03
	-0.01
	0.09
	0.05
	0.12
	0.03
	-0.12
	-0.17
	-0.04
	0.00
	0.25
	-0.13
	1.00
	
	
	
	
	
	
	
	
	
	

	14 - Founder-CEO network centrality
	0.01
	0.00
	0.10
	0.18
	0.01
	-0.01
	0.32
	-0.01
	0.00
	-0.03
	-0.02
	0.12
	-0.06
	1.00
	
	
	
	
	
	
	
	
	

	15 - Directors experience in listed firms
	0.01
	0.06
	-0.02
	0.23
	-0.06
	-0.06
	0.45
	0.13
	0.13
	0.01
	-0.28
	0.11
	-0.17
	0.37
	1.00
	
	
	
	
	
	
	
	

	16 - Ratio of insider directors
	0.04
	-0.06
	0.07
	0.07
	0.11
	0.02
	-0.13
	-0.15
	-0.02
	-0.04
	0.28
	-0.11
	0.52
	-0.09
	-0.33
	1.00
	
	
	
	
	
	
	

	17 - Underwriter prestige† (at IPO)
	-0.02
	0.04
	-0.05
	0.04
	-0.06
	0.04
	0.24
	0.02
	0.03
	0.00
	-0.07
	0.13
	-0.19
	0.13
	0.14
	-0.15
	1.00
	
	
	
	
	
	

	18 - VC voting rights (at IPO)
	0.02
	-0.02
	-0.24
	-0.08
	-0.13
	-0.10
	0.25
	0.36
	0.13
	0.01
	-0.58
	0.08
	-0.18
	0.11
	0.33
	-0.28
	0.14
	1.00
	
	
	
	
	

	19 - Underpricing (at IPO)
	-0.05
	0.02
	-0.05
	-0.08
	-0.07
	-0.06
	-0.08
	0.05
	0.10
	0.04
	-0.10
	-0.02
	-0.07
	-0.04
	0.03
	-0.04
	-0.01
	-0.03
	1.00
	
	
	
	

	20 - Number of CEMs
	0.05
	0.01
	0.09
	0.17
	0.08
	0.20
	0.02
	-0.23
	-0.06
	-0.09
	0.30
	0.01
	0.12
	0.03
	-0.01
	0.10
	-0.03
	-0.24
	0.02
	1.00
	
	
	

	21 - Dual class shares (dummy)
	0.01
	0.03
	0.14
	0.07
	0.12
	0.15
	-0.08
	-0.35
	-0.09
	-0.09
	0.39
	-0.02
	0.17
	-0.01
	-0.21
	0.19
	-0.05
	-0.32
	0.04
	0.56
	1.00
	
	

	22 - Pyramid structures (dummy)
	0.02
	-0.02
	0.06
	0.21
	0.04
	0.22
	0.11
	-0.26
	-0.03
	-0.07
	0.28
	0.05
	0.08
	0.08
	0.11
	0.05
	0.05
	-0.11
	-0.02
	0.71
	0.09
	1.00
	

	23 - Pact agreements (dummy)
	0.06
	0.00
	-0.02
	0.02
	0.00
	-0.02
	-0.02
	0.20
	0.01
	-0.01
	-0.11
	-0.03
	-0.03
	-0.02
	0.05
	-0.04
	-0.08
	-0.05
	0.02
	0.58
	0.07
	0.07
	1.00


† Natural log transformation. N= 1186 firm-year observations. 
All regression models presented in this study include dummy variables controlling for industry and year effects. Descriptive statistics for these dummy variables are not shown in this table for space consideration.
Table 3: OLS regressions predicting the effect of control-enhancing mechanisms on firm market capitalization at IPO (closing price day1) 
	
	Dependent variable: Log firm market capitalization (closing price day1)
                 
                       Model 1                                             Model 2

	Variables

	Coefficient
	Robust
S.E.
	P value
	Coefficient
	Robust
S.E.
	P value

	Intercept
	4.533
	1.091
	0.000
	4.716
	1.097
	0.000

	IPO market activity
	0.025
	0.011
	0.021
	0.025
	0.010
	0.015

	Market returns 1 month pre-IPO
	0.615
	0.872
	0.482
	0.686
	0.857
	0.424

	Market volatility 1 month pre-IPO†
	0.037
	0.206
	0.859
	0.031
	0.209
	0.881

	Firm age†
	-0.090
	0.052
	0.083
	-0.107
	0.053
	0.043

	Total sales†
	0.144
	0.056
	0.011
	0.155
	0.056
	0.006

	Total debt to assets†
	-0.042
	0.041
	0.304
	-0.041
	0.041
	0.310

	Common equity
	0.030
	0.005
	0.000
	0.030
	0.005
	0.000

	Profitability (dummy)
	-0.334
	0.137
	0.016
	-0.331
	0.137
	0.016

	Returns volatility 1 month post-IPO†
	0.190
	0.069
	0.006
	0.209
	0.072
	0.004

	Litigation (dummy)
	-0.137
	0.093
	0.141
	-0.156
	0.091
	0.087

	VC voting rights
	0.004
	0.003
	0.240
	0.003
	0.003
	0.421

	VC sell-offs
	-0.002
	0.002
	0.450
	-0.002
	0.002
	0.462

	Founder-CEO ownership rights
	0.000
	0.002
	0.969
	0.000
	0.002
	0.874

	Founder-CEO duality (dummy)
	0.233
	0.154
	0.132
	0.262
	0.149
	0.081

	Founder-CEO lockup†
	0.038
	0.035
	0.268
	0.031
	0.035
	0.375

	Founder-CEO share retention
	0.269
	0.424
	0.526
	0.325
	0.433
	0.453

	Founder-CEO elite education (dummy)
	-0.133
	0.107
	0.215
	-0.132
	0.110
	0.229

	Founder-CEO network centrality
	-0.006
	0.007
	0.433
	-0.006
	0.007
	0.405

	Directors experience in listed firms
	0.125
	0.039
	0.002
	0.131
	0.041
	0.002

	Ratio of insider directors
	-0.001
	0.002
	0.656
	-0.001
	0.002
	0.470

	Underwriter prestige †
	0.019
	0.029
	0.501
	0.019
	0.028
	0.491

	Public equity released
	-0.019
	0.006
	0.002
	-0.019
	0.006
	0.002

	IPO procedure (dummy)
	0.010
	0.119
	0.936
	0.009
	0.111
	0.932

	Number of control-enhancing mechanisms
	
	
	
	-0.117
	0.054
	0.032

	
	
	
	
	
	
	

	Number of observations
	                          278
68.58  
	   278
   69.20

	R-squared
	
	

	
	
	


Models 1 and 2 include dummy variables controlling for industry and year effects. 
† Natural log transformation.  
All independent variables included in regression models 1 and 2 (except dummy variables capturing year effects) had a VIF lower than 6. 















Table 4: Random effects GLS regressions testing the effect of control-enhancing mechanisms on abnormal buy and hold returns post-IPO (Firms led by founder-CEOs)

	
	            Dependent variable: Abnormal buy and hold returns
                 
                       Model 3                                             Model 4

	Variables

	Coefficient
	Robust
S.E.
	P value
	Coefficient
	Robust
S.E.
	P value

	Intercept
	0.430
	0.181
	0.017
	0.402
	0.180
	0.026

	Nb. days post-IPO†
	-0.056
	0.019
	0.003
	-0.056
	0.018
	0.002

	Firm age†
	0.012
	0.026
	0.637
	0.016
	0.027
	0.537

	Total sales†
	0.061
	0.018
	0.001
	0.058
	0.018
	0.001

	Return on assets†
	0.029
	0.009
	0.002
	0.029
	0.009
	0.002

	Total debt to assets†
	-0.034
	0.015
	0.019
	-0.038
	0.015
	0.009

	Common equity
	-0.001
	0.001
	0.138
	-0.001
	0.001
	0.157

	Blockholder ownership
	-0.001
	0.001
	0.564
	-0.001
	0.001
	0.554

	Beta (market risk) †
	-0.080
	0.071
	0.258
	-0.083
	0.071
	0.241

	Idiosyncratic risk†
	1.097
	0.212
	0.000
	1.120
	0.216
	0.000

	Founder-CEO ownership rights
	-0.002
	0.001
	0.094
	-0.002
	0.001
	0.053

	Founder-CEO elite education (dummy)
	0.013
	0.034
	0.714
	0.010
	0.034
	0.770

	Founder-CEO duality (dummy)
	0.027
	0.049
	0.580
	0.022
	0.048
	0.647

	Founder-CEO network centrality
	0.000
	0.000
	0.128
	0.000
	0.000
	0.117

	Directors experience in listed firms
	0.000
	0.006
	0.978
	-0.001
	0.006
	0.895

	Ratio of insider directors
	0.001
	0.001
	0.388
	0.001
	0.001
	0.384

	Underwriter prestige† (at IPO)
	-0.002
	0.008
	0.802
	-0.002
	0.008
	0.830

	VC voting rights (at IPO)
	0.000
	0.001
	0.901
	0.000
	0.001
	0.924

	Underpricing (at IPO)
	-0.001
	0.001
	0.422
	-0.001
	0.001
	0.324

	Number of control-enhancing mechanisms
	
	
	
	0.038
	0.019
	0.040

	
	
	
	
	
	
	

	Number of year-firm observations
	1,186
277
9.51 
10.51
	1,186
277
9.76
11.32

	Number of firms
	
	

	R-squared (overall variance)
	
	

	R-squared (between variance)
	
	

	
	
	


Models 3 and 4 include dummy variables controlling for industry and year effects. 
† Natural log transformation
To minimize the influence of outliers observed for the dependent variable, winsoring of extreme values at five percentile on both tails of the distribution was applied.
All independent variables included in regression models 3 and 4 (except dummy variables capturing industry effects) had a VIF lower than 5. 

