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Effects of Control Right and the Deviation between
Control Right and Cash Flow Right on Acquisitions:
Evidence from Private Listed Companies in China

ZHU Dong-qin', CHEN Wen-hao”

(1. School of Business s Soochow University, Suzhou 215021, China ;2. School of
Accountancy s Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: Based on acquisition samples of China’s securities market in
2004 and 2005, the paper makes an empirical study on the effects of ultimate
owners’ control right and the deviation between control right and cash flow
right on acquisitions in private listed companies. The findings show that the
relationships between control right and acquisition performance is featured
by nonlinearity and it is the same as the one of the deviation between control
right and cash flow right with acquisition performance in private listed com-
panies. The effects of control right and the deviation between control right
and cash flow right on acquisitions have two-sided features. During the
process of ownership structure arrangement in private listed companies, in
order to prevent the firm value from reducing to the bottom of non-linear
curve, controlling shareholders should be entitled with enough control right
and the excessive deviation between control right and cash flow right should
be avoided.

Key words: control right; cash flow right; acquisitions; private listed
companies (FTHE%E & W
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