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Attribute of Ultimate Control Rights, entry mode of Corporate
Diversification and Corporate Performance

Xue Youzhi, MaWen

(1. Business School, NanKai University, Tianjin 300071, China; 2. Business School, NanKai
University, Tianjin 300071, China)

Abstract: It has been well documented that the state-owned diversified firms have been valued less
relative to other diversified firms. A sizable literature suggests that these inefficient diversification
behaviors result from inappropriate equity structure. However, the corporate governance changed in the
diversified firm, so these papers can't explain the difference of these companies’ performance. As the
main component of diversified strategy, the entry models are important to the operation performance of
the listed companies. So the analysis of the relationship between ownership and corporate value from
the view of diversified entry models is meaningful. Different from many paper which directly testing the
relationship between ownership and corporate value, this paper studies how the ultimate ownership
nature of the largest shareholder has effect the corporate value, using the cross date of China’s listed
companies, by examines the relationship among ownership nature of the largest shareholder, entry
models and corporate value. The empirical tests show that state-owned listed companies are inclined to
choose self-construction, and the performance of those which choose self-construction are better than
the others choosing merger & acquisition. The result shows entry model is one of the reasons of
performance differences between corporate with different ownership nature of the largest shareholder.
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