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1 Introduction 

An initial public offering (IPO) is an important juncture in a firm’s existence, representing its 

percentage difference between the firm’s first trading day closing price and its offer price (e.g., 

Underpricing may be costly to a firm’s owners. 

—

are willing to underprice IPOs as “they use options and stock grants to protect themselves from the 
dilution to their existing shares;” plus, “underpricing can have a large positive tax effect for options 

ld in addition to making new options more valuable” (Abstract). However, this explanation is 

underpricing may partly be motivated by entrepreneurs’ desir
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hen limits or removes any “risk of entrepreneurs losing control of their enterprises 
after going public” (
governance mechanisms often seen in emerging markets. Fourth, high‐q

“low‐quality firms must invest in imitation expenses to appear to be high‐quality firms” (Abstract), and 

—

—

listing firm’s choice of underwriters and the proportion of outside directors on the 

underwriters’ activities and performance, as well as details on the outside director so the investing 
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2 Literature Review 

2.1 Legitimacy 
Legitimacy is “the generalized perception or assumption that the actions of an entity are desirable, 

definitions” (Suchman, 1995, p.
“

”
“

”

“create an impression of viability and legitimacy before it will receive support” (Starr & MacMillan, 

“
”

“
” (Suchman, 1995, 

,” socially correct, and desirable (moral or normative legitimacy); (2) “make 
,” are “ ”

2.2 Initial Public Offering 

See Suchman’s (1995) seminal article for further details on the theory.
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“
business”

“
” (Certo, 2009, p.

(2009) also point out, with the first issue clearly having an impact on the issue’s valuation and any 

“
” (Certo et 

resulting from the managers’ and/or owners’ action which may be opportunistic in nature for personal 

Possibly the most important measure of an IPO’s success is the amount of capital raised (Deeds et 

2.3 Legitimacy for Listing Firms 

of its legitimacy. Potential investors want to determine the firm’s quality at the time of 

“

”
“

”

—
organization to mold the external audiences’ perception of the firm (Suchman, 1995; To
Newbert, 2007). Legitimacy is specifically the perception that the listing firm’s actions are in

to their demands by sharing the firm’s established record 

prospectus, investors’ 
external parties, through associations and certifications/endorsements, “character references” to 

name a few, by inviting “valuable” outsiders to its b

—
“collective authority” (Deephouse & Suchman, 2008; Suchman, 1995).
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—
Outside directors may provide the firm the resource of “legitimacy,” together 

“
affiliate,” 
“ ”

“ that will enhance the firm’s 
functioning” 

3 Institutional Context: The Philippines 

a good portion of both the market’s capitalization and trading volumes. The top 10 listed firms 

Table 1. Size of ASEAN-5 Stock Markets 
 Market capitalization (USD million) Number of listed domestic companies 

 2010 2020 2010 2020 
Indonesia 360,388 496,086 420 713 
Malaysia 408,689 436,538 948 927 
Philippines 157,321 272,790 251 268 
Singapore 647,226 652,615 461 459 
Thailand 277,732 543,165 541 743 
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–

large price movements. His results show the “fairly rapid absorption by the market of information, 
.” 

“
.”

3.1 Relevant Listing Requirements 
The PSE’s Consolidated Listing and Disclosure Rules ( –

levant to this study’s 
—

Main and SME Board listing rules that took effect after February 2021, outside of this study’s sample 

“
or universal bank which undertakes and guarantees the distribution of securities to the public” 

– –

–

information on all IPO firm’s listing application and documents submitted to the PSE, especially the 
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–

4 Hypothesis 

4.1 Underwriter and Certification Hypothesis 

—
“

”

reduce this asymmetry, as well as any uncertainty in the IPO process, they say an issuer “leases” the 
underwriter’s brand name by engaging it to “certify that the issue price reflects inside information”
about the firm’s future earnings prospect

“inversely
” (

“
,” “

.”

“
for the issuer,” they may be further incentivized to price closer to the listing firm’s fair value and limit 

accept underpricing in exchange for other benefits, such as influential analysts’ coverage of their stock 

“ ”
“
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” (p.  389).

he empirical findings of the effect of the underwriter’s reputation on the level of 

of studies in emerging markets. Emerging markets’ “
than their developed counterparts”

H1: 

4.2 Outside Board Directors and Resource Dependence Theory 

The firm’s board composition choice is not the outcome of a random choice but rather “rational 
organizational responses to the conditions of the external environment” (Pfeffer, 1972, p. 226). 

oreover, there are certain points in a firm’s life, like when it goes public, where the board of directors 

—
—
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their lack of significant (pecuniary) relationships with the firms’ management and owners

H2A: 

H2B: 

5 Methodology 

5.1 Sample 
This study’s sample covers the 77 firms that 

Data for this study came primarily from the listing firms’ pro

available from these sources, online news articles reporting on the firms’ first trading day activity.

5.2 Variables 
Table 2 details this study’s variables, resulting from the review of literature. The dependent 

Underpricing

Foreign Underwriter

Prop. of OD on Board
Prop. of ID on Board

2015) likely to determine a firm’s fair valuation. However, it is argued that in this IPO context, foreign 

access to firm’s top management and board of directors, to overcome home informational advantage 

a member nor immediately related to a member of the firm’s management; (2) is not an employee of the firm nor 

–
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Firm Growth CEO Experience PSE Board

the most relevant in the model’s fit. Firm Growth

“

.” CEO Experience PSE Board
Underpricing PSE Board

Table 2. Study Variables and Measures 
Variable Definition 

Dependent Variable  
Underpricing 
 

Continuous measure; percentage difference between the firm’s first trading day closing price and 
its offer price (e.g., Ibbotson & Ritter, 1995; Loughran & Ritter, 2004) 

𝑈𝑈 =  𝑃𝑃𝑐𝑐− 𝑃𝑃𝑂𝑂
𝑃𝑃𝑐𝑐 

  
where U is equal to Underpricing, Pc the first day closing price, and PO the firm’s offering price  

Independent Variables  
1. Foreign Underwriter Binary measure: 0–None; 1–Present  

(e.g., Alvarez-Otero & Lopez-Iturriaga, 2018; Kenourgios et al., 2007; Kim et al., 1995)  

2. Prop. of OD on Board Continuous measure; total number of outside directors divided by total number of directors on the 
board (e.g., Anand & Singh, 2019; Filatotchev & Bishop, 2002) 

3. Prop. of ID on Board Continuous measure; total number of independent directors divided by total number of directors 
on the board (e.g., Arora & Singh, 2020; Lin & Chuang, 2011) 

Control Variables  
1. Firm Growth 
 

Continuous measure; annual sales or revenue growth of the two reported years prior to listing  
(e.g., Pollock et al. 2010) 

2. CEO Experience  Binary measure; 0–If the CEO has no prior CEO experience; 1–Otherwise (e.g., Lester et al., 
2006) 

3. PSE Board Binary measure: 0–If the firm is listing in the SME or Second Board; 1– Otherwise (Main or First 
Board) (e. g. Alvarez-Otero & Lopez-Iturriaga, 2018; Sundarasen et al., 2018) 

5.3 Model 

𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈 =  𝛽𝛽0 + 𝛽𝛽1𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈 + 𝛽𝛽2𝑃𝑃𝑈𝑈𝑃𝑃𝑈𝑈. 𝑃𝑃𝑜𝑜 𝑂𝑂𝑂𝑂 𝑈𝑈𝑈𝑈 𝐵𝐵𝑃𝑃𝐵𝐵𝑈𝑈𝑈𝑈 (𝑃𝑃𝑈𝑈 𝑃𝑃𝑈𝑈𝑃𝑃𝑈𝑈. 𝑃𝑃𝑜𝑜 𝐼𝐼𝑂𝑂 𝑈𝑈𝑈𝑈 𝐵𝐵𝑃𝑃𝐵𝐵𝑈𝑈𝑈𝑈)  
+ 𝛽𝛽3𝐹𝐹𝑈𝑈𝑈𝑈𝐹𝐹 𝐺𝐺𝑈𝑈𝑃𝑃𝑈𝑈𝑈𝑈ℎ + 𝛽𝛽4𝐶𝐶𝐶𝐶𝑂𝑂 𝐶𝐶𝐸𝐸𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈 + 𝛽𝛽5𝑃𝑃𝑃𝑃𝐶𝐶 𝐵𝐵𝑃𝑃𝐵𝐵𝑈𝑈𝑈𝑈 + 𝜇𝜇𝑖𝑖  

𝑢𝑢𝑖𝑖

6 Results 

6.1 Descriptive and Correlation Results 
Tables 3 to 6 describe this study’s sample, while Table 7 shows the correlation of this study’s 
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Table 3. Annual IPO by Number and Amount* (PHP million) by PSE Board and Annual Underpricing 
Year Main/First Board Second Board SME Board Total Mean, % 

Under-
pricing  # of 

IPO 
Gross 

amount 
raised 

# of 
IPO 

Gross 
amount 
raised 

# of 
IPO 

Gross 
amount 
raised 

# of 
IPO 

Gross 
amount 
raised 

2001 1 147.4 1 87.6 1 7.0 3 242.0 18.2 
2002 3 2,519.8 2 128.2   5 2,648.0 1.3 
2003   2 160.8 2 35.0 4 195.8 2.8 
2004 1 1,011.3     1 1,011.3 0.0 
2005 2 28,750.0     2 28,750.0 1.3 
2006 2 16,695.7 2 330.5   4 17,026.2 14.5 
2007 8 14,368.9 1 580.5   9 14,949.4 7.3 
2008 2 3,998.2     2 3,998.2 -6.2** 
2009     1 20.0 1 20.0 3.0 
2010 2 27,897.2 1 191.0   3 28,088.1 4.9 
2011 3 10,084.4 2 99.0   5 10,183.4 0.2 
2012 4 24,161.0 1 270.1   5 24,431.1 11.6 
2013 8 40,572.0     8 40,572.0 1.6 
2014 3 10,662.4   2 2,525.1 5 13,187.6 23.4 
2015 3 4,990.2   1 207.4 4 5,197.7 29.2 
2016 4 4,223.8     4 4,223.8 15.2 
2017 4 22,901.8     4 22,901.8 2.5 
2018 1 8,150.1     1 8,150.1 -1.7** 
2019 3 17,834.0   1 384.8 4 18,218.8 9.5 
2020 2 25,288.6   1 1,594.9 3 26,883.5 11.0 
Mean         8.4 
Total 56 264,256.8 12 1,847.5 9 4,774.3 77 270,878.7  
% of total 73 98 16 1 12 2 100 100  

4 and 5 further describe this study’s sample. Table 4 indicates the mean, standard deviation, 

ble 5 shows the sample’s industry breakdown, indicating that most IPOs are from the 

Table 4. Profile of the Sample 
 Mean Standard 

Deviation Minimum Maximum 

Underpricing (%) 8.4 19.8 -69.8 50.0 
Prop. of OD on Board (%) 64.9 18.4 14.3 92.9 
Prop. of ID on Board (%) 25.2 12.1 0 87.5 
Firm size pre-IPO, Total assets (PHP million) 14,852.1 24,930.8 .04 109,530.5 
Firm age at IPO (Years) 15 13 0 57 
Total sales pre-IPO (PHP million) 3517.9 6445.8 0 28750.0 
Sales growth pre-IPO (%) 40.8 133.9 -83.6 1,141.1 

  



Offering organizational legitimacy: Foreign underwriters and outside directors in Philippine IPOs 

 

Table 5. Industry Breakdown of the Sample 
Sector Total IPO % of Total 

Financials 10 13.0 
Holding Firms 4 5.2 
Industrial 25 32.5 
Mining and Oil 3 3.9 
Property 6 7.8 
Services 21 27.3 
SME 8 10.4 

Table 6. IPO by PSE Board, Type of Underwriter, and Average Underpricing 
 Only Domestic Underwriter6 With Foreign Underwriter7 Total 

SME Board, # of IPO* 21 0 21 
  Underpricing (%) 9.4 0.0 9.4 
Main Board, # of IPO 28 28 56 
  Underpricing (%) 13.5 2.6 8.1 
Total # of IPO (%) 49 (63.6) 28 (36.4) 77 (100.0) 
  Underpricing (%) 11.7 2.6 8.4 

Table 7 contains the correlation results of this study’s variables. Given the data values are a mix of 
—

Underpricing
Foreign Underwriter Prop. of OD on Board Firm Growth

Foreign Underwriter Prop. of OD on Board
Prop. of ID on Board CEO Experience

Foreign Underwriter PSE Board

—

—
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Table 7. Correlation Results 
 1 2 3 4 5 6 7 

1. Underpricing 1.000       
2. Foreign Underwriter -0.222* 1.000      
3. Prop. of OD on Board -0.288** 0.213* 1.000     
4. Prop. of ID on Board -0.094 -0.047 0.584 1.000    
5. Firm Growth 0.206* -0.113 -0.074 0.101 1.000   
6. CEO Experience 0.123 0.157 -0.094 0.214* 0.103 1.000  
7. PSE Board -0.029 1.000* 0.137 0.003 0.026 -0.133 1.000 

6.2 Regression Results 

PSE Board
Prop. of OD on Board

Prop. of ID on Board
PSE Board

Table 8. Regression Results 
 (1) (2) (3) (4) 

  Only Control 
Variable 

All variables 
(Prop. of OD on 

Board) 
All Variable (Prop. 

of ID on Board) 
All Variables for 
PSE Board (OD) 

Firm Growth 0.029*** 0.024** 0.027*** 0.022** 
  (0.009) (0.010) (0.009) (0.010) 
CEO Experience 0.041 0.040 0.063 0.046 
  (0.045) (0.046) (0.045) (0.048) 
Foreign Underwriter  -0.068* -0.092** -0.089** 
   (0.036) (0.040) (0.043) 
Prop. of OD on Board  -0.248*  -0.252* 
   (0.139)  (0.139) 
Prop. of ID on Board 
  

  -0.258  
  (0.190)  

PSE Board    0.048 
     (0.067) 
Constant 0.052 0.240** 0.140** 0.213 
  (0.033) (0.119) (0.060) (0.142) 
Adjusted R-squared 0.028 0.101 0.074 0.099 
No. of Observations 77 77 77 77 
F Statistic 6.638 4.669 7.4221 4.554 
p-value 0.000 0.000 0.000 0.000 

Foreign 
Underwriter Prop. of OD on Board,

Underwriting

Foreign 
Underwriter) and level of underpricing supports H1 (β β

and β
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subordinated role. Their study’s 

Prop. of OD on Board (β 0.248, p<0.10 for regression 2 and β

Prop. of ID on Board, 

Prop. of ID on Board
Prop. of OD on Board , 

Firm Growth
Underpricing CEO Experience PSE Board

Underpricing Firm Growth

“

.” PSE Board
Underwriting

PSE Board

of this study’s variables, only Foreign Underwriter Firm Growth
Prop. of OD on Board

7 Discussion 

credibility (Suchman, 1995). The outcome of the firm’s legitimation process can 

“ ”
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underwriter certifies that the issue price reflects inside information about the firm’s future earning

“
that will enhance the firm’s functioning” 

7.1 Contributions 
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the investing public’s information to judge outside directors’ quality. Of the 12 IPO from 2017 onwards, 

7.2 Limitations 

— ffer avenues for future research. This study’s 

—

bles to explore underpricing, like Zarzecki and Woloszyn’s (
Polish stock market. Fifth, the issuing firm’s attributes and the deal offer’s characteristics (e.g., equity 

Other, more nuanced measures of underwriter’s reputation beyond a binary measure, as this study 

in the Philippine market. This can serve as a proxy measure for an underwriter’s reputations 
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Appendix A 
Empirical Studies on Underwriter Reputation and Underpricing 

Author (Year) Country Period Sample 
Size 

Theories and 
Concepts 

Results 

Negative, significant relationship 
Beatty & Ritter 
(1986) 

US 1977–
1982 

1028 Information 
asymmetry, 
reputational capital 

An underwriter does not behave 
opportunistically (i.e., price other than the 
underpricing equilibrium) and forfeit 
reputational capital. 

Booth & Smith 
(1986) 

US 1971–
1982 

964 Information 
asymmetry, 
reputational capital 

An underwriter serves a certification role, 
mitigating the issue of asymmetric 
information between insiders and outsiders. 

Carter & 
Manaster 
(1990) 

US 1979–
1983 

501 Information 
asymmetry, 
reputational capital 

Prestigious underwriters, to maintain their 
reputation, associate with lower risk 
offerings. 

Hu et al. 
(2021) 

China 
(Growth 
Enterprise 
Market) 

2009–
2012 

328 Information 
asymmetry, 
reputational capital 

Prestigious underwriters reduce IPO 
underpricing by minimizing information 
asymmetry and selecting high-quality firms 
to underwrite. 

Kenourgios et 
al. (2007) 

Greece 1997–
2002 

169 Role of prestigious 
underwriter 

They offer international support for Beatty 
and Ritter (1986). 

Michaely and 
Shaw (1994) 

US 1984–
1988 

947 Adverse selection, 
reputational capital, 
signaling 

Underwriter’s reputation “resolves some of 
the uncertainty about the quality of the IPO. 
The better the investment banker’s 
reputation, the less risky the issue is, and 
the lower the required initial day return” (p. 
298). 

Sundarasen et 
al. (2018) 

Malaysia 2005–
2012 

228 Information 
asymmetry, 
signaling role of 
reputation 

“Underwriter’s reputation plays a significant 
role in reducing asymmetric information 
and signals the firm value to the investors” 
(Abstract). 

Tong & Ahmad 
(2015) 

Malaysia 2002–
2008 

322 Signaling role of 
reputation 

Underwriter’s reputation can signal to the 
investors the post listing performance of the 
IPO. 

Positive, significant relationship 
Alvarez-Otero 
& Lopez-
Iturriaga 
(2018) 

Spain 1998–
2013 

72 Information 
asymmetry, 
signaling reputation, 
institutional, 
alignment/ 
entrenchment 

There may be lower informational 
asymmetries in the Spanish capital market 
compared to the Anglo-American markets. 

Beatty & 
Welch (1996) 

US 1992–
1994 

960 Reputational capital The relationship reversed from their 
previous negative relationship from studies 
in the 1980s, likely due to differences in the 
economic environment. 

Dimovski et al. 
(2011) 

Australia 1994–
2004 

380 Reputational capital They offer international support for 
Loughran and Ritter (2004). 

Jones & us 
Swaleheen 
(2010) 

US 1980–
2003 

6320 Reputational capital The relationship is significantly negative for 
the period from 1980 to 1991 and 
significantly positive for the period from 
1992 to 2003 when the underwriter’s 
reputation is treated as an exogenous 
variable. It is significantly positive for the 
period from 1980 to 2003 when 
endogenizing the underwriter’s reputation 
based on the characteristics of the listing 
firm. 

Kirkulak & 
Davis (2005) 

Japan 1998–
2002 

687 Reputational capital The relationship is significantly positive 
when there is high demand for the IPO, 
likely indicating prestigious underwriters 
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Author (Year) Country Period Sample 
Size 

Theories and 
Concepts 

Results 

favor investors (not the issuer) when pricing 
the issue. It is significantly negative when 
there is low demand for the IPO, likely 
indicating prestigious underwriters are 
more concerned with firm specific risks.  

Liu & Ritter 
(2011) 

US 1980–
1989 
1990–
2008 

2006 
5273 

Certification, 
differentiated 
underwriting 
services and 
localized oligopolies 

The relationship is significantly negative, 
supporting the certification hypothesis. 
It is significantly positive, supporting the 
local oligopolies theory. Underwriters 
compete less on gross spread and more on 
nonprice dimensions, and issuers are 
willing to pay for these services with greater 
underpricing.  

Loughran & 
Ritter (2004) 

US 1980–
1989 
1990–
2000 

 
 
 
 
 
 
 
 
 

2001–
2003 

1752 
 

4032 
 
 
 
 
 
 
 
 
 
 

206 

Certification, 
changing risk 
composition, 
realignment of 
incentives, changing 
issuer objective 
function  

The relationship is significantly negative, 
supporting the certification hypothesis. 
It is significantly positive, indicating 
prestigious underwriters may have relaxed 
their underwriting standards and may be 
more willing to underwrite younger, more 
uncertain, and unproven new issues. Also, 
issuers may be more willing to engage 
underwriters who underprice in exchange 
for influential analyst coverage and 
allocation of hot IPOs to the personal 
brokerage accounts of the issuer’s 
executives. 
There is no significant relationship 
(positively signed). 

Sullivan & 
Unite (2001) 

Philippines 1987–
1997 

104 Certification, 
conflicts of interest 

The relationship is significantly positive if 
the underwriter is related to the listing firm 
or is foreign, and significantly negative 
otherwise. 

No significant relationship 
au Abdullah, & 
Mohd (2004) 

Malaysia 1992–
1998 

70 Information 
asymmetry, 
reputational capital, 
signaling 

There is no support that the choice of 
underwriter provides signals about a firm’s 
IPO (negatively signed). 

Kim et al. 
(1995) 

South Korea 1985–
1990 

260 Information 
asymmetry, 
signaling 

There is no support that the underwriter’s 
quality lessens ex-ante uncertainty 
unresolved by the prospectus nor does it 
signal favorable private information 
(negatively signed). 

Pinheiro et al. 
(2016) 

US 1991–
2000 

2754 Industry influence 
 

Underpricing is fully explained by the firms’ 
characteristics and strategic behavior, and 
is not associated with top underwriting. 
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Appendix B 
Empirical Studies on Proportion of Outside Directors and Underpricing 

Author (Year) Country Period Sample 
Size 

Theories and 
Concepts Results 

Negative, significant relationship 
Chahine & 
Filatotchev 
(2008) 

France 1996–
2000 

140 Informational 
asymmetry, agency, 
signaling 

Board independence, measured as the 
percentage of independent (external) 
directors on the board, alleviates agency 
problems between the IPO firm and investors, 
thus reducing underpricing. 

Filatotchev & 
Bishop (2002) 

United 
Kingdom 

1999–
2000 

251 Agency, upper 
echelon, signaling 

“Investor’s attribute high quality to firms with 
a larger proportion of nonexecutive directors” 
(p. 949) on the board and the presence of 
nonexecutive directors “may have been 
strategically used to attract financial 
resources during the initial floatation” (p. 
952). 

González et 
al. (2019) 

Latin America 1990–
2004 

396 Information 
asymmetry, signaling 

Board independence, measured as the 
number of independent directors divided by 
the number of dependent directors, 
negatively impacts underpricing. 

Lin & Chuang 
(2011) 

Taiwan 2000–
2005 

525 Agency (principal-
principal), institutional 
theory 

The proportion of independent directors on 
the board may be effective at mitigating 
principal-principal conflicts, as well as 
balancing and weakening controlling 
shareholders and/or family members, thus 
reducing underpricing. 

Positive, significant relationship 
Arora & Singh 
(2020) 

India 2012–
2017 

200 Information 
asymmetry, agency, 
resource dependence, 
signaling 

The percentage of independent directors on 
the board in SMEs undertaking an IPO 
“signals good quality to investors, thereby 
evoking positive reaction on the first day of 
trading” (p. 517). 

Certo et al. 
(2001) 

US 1990–
1998 

748 Signaling  Several possible explanations are offered for 
the positive relationship of underpricing and 
the proportion of independent directors on the 
board, which are contrary to predictions: (1) 
“independent board members serve to 
benefit the underwriters’ clients, not firm 
owners;” (2) underwriters believe that a 
growth oriented firm, such as the listing firm, 
is “better served by directors familiar with the 
firm and its growth opportunities, than by 
independent directors;” and/or (3) corollary, 
“effective oversight of firm management may 
be less critical” in the growth stage and, 
hence, less meaningful as a signal (p. 45). 

Darmadi & 
Gunawan 
(2013) 

Indonesia 2003–
2011 

101 Information 
asymmetry, signaling, 
agency  

Several possible explanations are offered for 
the positive relationship of underpricing and 
the proportion of independent directors on the 
board, which are contrary to the predictions. 
Independent directors: (1) fail to mitigate 
information asymmetry, possibly because 
they are influenced by insiders or 
management; and/or (2) act as a signal of the 
firm’s quality to investors, as well as the firm’s 
intent to fulfill capital market requirements 
and to protect the interests of minority 
shareholders. 
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Author (Year) Country Period Sample 
Size 

Theories and 
Concepts Results 

No significant relationship 
Alvarez-Otero 
& Lopez-
Iturriaga 
(2018) 

Spain 1998–
2013 

72 Information 
asymmetry, signaling 
reputation, 
institutional, 
alignment/ 
entrenchment  

There is no support that board independence, 
measured as both the proportion of 
independent and the proportion of 
nonexecutive directors on the board, 
enhances information exchange outside the 
firm (both are negatively signed). 

Anand & 
Singh (2019) 

India 2003–
2017 

471 Information 
asymmetry, agency 
(principal-principal), 
resource dependence 

There is no support that board independence, 
measured as the proportion of outside 
directors on the board, acts as an important 
information signal for investors (negatively 
signed). 

Chen & Yang 
(2013) 

China 
(Second 
board) 

2009–
2012 

355 Agency There is no support for the relationship of 
underpricing and board independence 
(negatively signed), measured as the fraction 
of independent director on the board, possibly 
because investors participating in the IPO: (1) 
have a short investment horizon and care 
less about governance mechanisms; and/or 
(2) trust that the strict rules governing firms 
listed on this board can sufficiently protect 
them. 

Hearn (2012) Sub-Sahara 
Africa 
excluding 
South Africa 

2000–
2009 

172 Agency, signaling The relationship of board independence, 
measured as the proportion of nonexecutive 
directors to their executive counterpart, to 
underpricing is inconclusive.  

Li & Naughton 
(2007 

China 1999–
2001 

314 Agency There is no support that the country’s new 
policy of requiring that at least one-third of the 
board be outside directors has a clear impact 
on the IPOs’ short-term performance 
(positively signed). 

Teti & 
Montefusco 
(2021) 

Italy 2000–
2016 

128 Information 
asymmetry, signaling, 
agency (principal-
principal) 

There is no support that board independence, 
measured as the percentage of independent 
director on the board, can attenuate principal-
principal conflict (positively signed). 

Yatim (2011) Malaysia 1999–
2008 

385 Information 
asymmetry, signaling, 
resource dependence 

There is no support for the relationship of 
underpricing and board independence, 
measured as the percentage of nonexecutive 
on the board (negatively signed), possibly 
because investors believe that an 
IPO/growth-oriented firm is better served by 
executive directors and managers who are 
familiar with the firm and its growth 
opportunities, than by nonexecutive directors. 
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Appendix C 
Annual Profile of the Sample (PHP million) 

 
 Firm size pre-IPO, Total asset (Million) Firm age at IPO (Years) Sales growth pre-IPO (%) 

Year Mean Min Max Mean Min Max Mean Min Max 
2001 170.1 42.0 386.2 9 5 15 40.3 29.6 51.6 
2002 16,306.8 0.04 77,379.9 13 1 34 20.0 -20.0 44.9 
2003 120.8 26.3 219.7 14 3 37 96.6 7.9 292.9 
2004 43,895.9 43,895.9 43,895.9 9 9 9 0.3 0.3 0.3 
2005 61,133.7 12,736.9 109,530.5 27 8 45 22.2 11.3 33.1 
2006 38,582.3 457.6 83,401.0 12 3 30 1.8 -19.2 20.1 
2007 4,164.1 394.9 12,345.3 15 0 57 31.7 -10.9 119.7 
2008 14,696.7 6,785.3 22,608.0 10 1 19 13.2 8.8 17.5 
2009 24.8 24.8 24.8 9 9 9 29.4 29.4 29.4 
2010 17,402.8 528.6 35,323.0 10 2 22 5.0 -19.6 18.4 
2011 2,749.6 52.9 10,123.7 6 0 13 55.3 20.7 91.4 
2012 35,200.4 125.5 96,006.6 15 0 41 244.5 11.3 1,141.1 
2013 21,316.8 351.0 64,947.4 17 10 25 22.0 3.3 82.6 
2014 5,086.8 182.1 11,877.9 10 1 27 10.6 -83.6 85.3 
2015 3,205.2 480.2 8,084.0 15 6 26 8.6 -1.8 18.7 
2016 24,887.5 1,787.1 66,219.0 34 1 57 6.6 -24.6 22.8 
2017 3,064.2 5,346.9 27,568.8 12 2 22 21.0 6.3 40.9 
2018 29,050.6 29,050.6 29,050.6 53 53 53 38.1 38.1 38.1 
2019 4,298.7 433.5 8,215.4 8 4 14 23.5 1.5 46.9 
2020 8,299.4 914.6 11,991.7 13 11 14 58.3 18.8 80.8 


