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(1-k)V+ kV = security benefit + private benefit

V: Undiverted Firm Value
k: Diversion proportion ]

: Block size

Sometimes modeled as

( V- d )+ d

d: Diversion amount ]

Total market cap = (1-k)V = (V-d)

p (market price)= security benefit (per share) = V  = ,      N: 

• k, d discount => 1/N => K-discount
• k, d / => /
• ( ) => k d => !!!!

Kahan (93, JLEO)

Bebchuck (94, QJE)

Burkart et al. (03, JF)

Byun, Kim, Lee, Park (19, FM)

Burkart et al. (00, JF)

(19, )

La Porta et al. (02, JF)
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Source: Djankov, La Porta, Lopez-de-Silanes, Shleifer, 2006, The Law and Economics of Self-Dealing

Diclosure Ex-Post PvtAnti-Self
in Periodic 

Filings
Standing 
to Sue

Resc-
ission

Mr.Jame
s Liable

approving 
body liable

Access to 
Evidence avg

control of 
self-

Dealing 
Index

Singapore 1.00 1 1.0 1.0 1.0 1.00 1.00 1.00 1.00
HK 1.00 1 0.5 1.0 1.0 0.75 0.85 0.93 0.96
Malaysia 1.00 1 0.5 1.0 1.0 0.50 0.80 0.90 0.95
New Z 0.80 1 1.0 1.0 1.0 1.00 1.00 0.90 0.95
UK 1.00 1 0.5 1.0 0.5 1.00 0.80 0.90 0.95
South A. 0.40 1 0.5 1.0 1.0 0.75 0.85 0.63 0.81
Thailand 1.00 1 0.0 0.0 0.0 0.25 0.25 0.63 0.81
Ireland 0.80 1 0.5 1.0 0.5 1.00 0.80 0.80 0.79
Australia 0.80 1 0.0 0.0 0.5 0.75 0.45 0.63 0.76
China 0.80 1 0.0 0.0 0.0 0.25 0.25 0.53 0.76
Israel 1.00 1 1.0 1.0 0.5 1.00 0.90 0.95 0.73
US 1.00 1 1.0 1.0 1.0 0.75 0.95 0.98 0.65
Indonesia 0.60 1 0.0 0.5 0.0 0.50 0.40 0.50 0.65
Canada 1.00 1 1.0 0.5 1.0 1.00 0.90 0.95 0.64
Chile 1.00 1 0.0 0.5 0.5 0.50 0.50 0.75 0.63
India 0.80 1 0.5 1.0 1.0 0.75 0.85 0.83 0.58
Colombia 0.20 1 0.0 0.0 0.5 0.63 0.43 0.31 0.57
Taiwan 1.00 1 0.0 0.5 0.5 0.13 0.43 0.71 0.56
Belgium 0.80 1 0.5 0.5 0.5 0.50 0.60 0.70 0.54
Japan 0.80 1 0.0 1.0 1.0 0.75 0.75 0.78 0.50
Korea 1.00 1 0.0 0.0 0.5 0.38 0.38 0.69 0.47
Denmark 0.80 1 0.0 0.5 0.5 0.75 0.55 0.68 0.46
Finland 1.00 1 0.0 0.5 0.5 0.75 0.55 0.78 0.46
Peru 0.80 0 1.0 1.0 0.0 0.50 0.50 0.65 0.45
Portugal 1.00 1 0.0 0.5 0.5 0.50 0.50 0.75 0.44

Ease in proving wrongdoing
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mean 9.80% 7.20% 4.20% 3.50% 6.60% 7.60% 6.00%
s.d 15.60% 17.90% 5.20% 2.40% 19.10% 16.00% 20.50%

Covariance
2.43% 2.15% 0.37% 0.05% 1.28% 2.07% 2.72%
2.15% 3.20% 0.34% 0.02% 1.37% 1.80% 2.42%
0.37% 0.34% 0.27% 0.06% 0.12% 0.47% 0.54%
0.05% 0.02% 0.06% 0.06% -0.04% 0.08% 0.10%
1.28% 1.37% 0.12% -0.04% 3.65% 1.07% 1.76%
2.07% 1.80% 0.47% 0.08% 1.07% 2.56% 2.92%
2.72% 2.42% 0.54% 0.10% 1.76% 2.92% 4.20%

Bordered
Covariance Matrix 0.79 0.00 0.00 0.21 0.00 0.00 0.00

0.79 0.015329 0.000000 0.000000 0.000080 0.000000 0.000000 0.000000
0.00 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
0.00 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
0.21 0.000080 0.000000 0.000000 0.000025 0.000000 0.000000 0.000000
0.00 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
0.00 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
0.00 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
1.00

Expected Return Std. Dev.
8.50% 0.1246

Portfolio

w1 w2 w3 w4 w5 w6 w7 E(rp) s.d.(rp)
1.00 0.00 0.00 0.00 0.00 0.00 0.00 0.098 0.1560
0.95 0.00 0.00 0.05 0.00 0.00 0.00 0.095 0.1487
0.90 0.00 0.00 0.10 0.00 0.00 0.00 0.092 0.1415
0.86 0.00 0.00 0.14 0.00 0.00 0.00 0.089 0.1342
0.79 0.00 0.00 0.21 0.00 0.00 0.00 0.085 0.1246
0.71 0.00 0.00 0.29 0.00 0.00 0.00 0.080 0.1125
0.63 0.00 0.00 0.37 0.00 0.00 0.00 0.075 0.1006
0.56 0.00 0.00 0.44 0.00 0.00 0.00 0.070 0.0887
0.47 0.00 0.00 0.52 0.01 0.00 0.00 0.065 0.0769
0.39 0.00 0.00 0.60 0.01 0.00 0.00 0.060 0.0654
0.31 0.00 0.00 0.68 0.01 0.00 0.00 0.055 0.0541
0.23 0.00 0.00 0.75 0.02 0.00 0.00 0.050 0.0434
0.15 0.00 0.00 0.83 0.02 0.00 0.00 0.045 0.0337
0.07 0.00 0.00 0.91 0.03 0.00 0.00 0.040 0.0263
0.00 0.00 0.00 1.00 0.00 0.00 0.00 0.035 0.0240
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