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The ultimate owner, diversification and investors-protection in non-state
owned companies Rethinking of concept of structural design against
natural

Dun Yue-xia1l Xue You-zhi2  Sun Lin3 Wang Qian4
(1. The Research Center of Corporate Governance , Nankai University, Tianjin 300071, China ;2. The
Research Center of Corporate Governance , Nankai University, Tianjin 300071, China ;3. The Research
Center of Corporate Governance , Nankai University, Tianjin 300071, China ;4. The Research Center of
Corporate Governance , Nankai University, Tianjin 300071, China)

Abstract: From the perspective of ultimate owner’s expropriation of other shareholders through
diversification, we analyze the impact of the divergence of voting from cash flow rights of ultimate owners
on the diversification degree of the companies. The results indicate that the divergence of voting from
cash flow rights influences diversification degree significantly, which means the more divergence
between the two and the less hierarchy between ultimate owners and companies, the more the
diversification degree. So the ultimate owners of non-state owned companies have the motive of
implementing diversification for self-interests, and are apt to controlling companies through larger
separation between their ownership and cash flow rights and lower hierarchy. So how to protect the

investors’ interests and restrain the self interest motive of ultimate owner is the problem to solve.

Key words: the ultimate owner, diversification, the protection of investors, the divergence of voting
from cash flow rights
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