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Abstract This paper investigates the deviation between ownership and control for private
listed companies in China. It is found that firm controlling owners tend to use pyramid structure to
amplify control rights without significantly increase their investment. Compared with other East
Asia Economies which are well known for a significant gap between ownership and control, China
has a higher level of separation. Further analysis indicates that the more ownership exceeds con-
trol, the lower the firm value. Chinese private companies also have shown to exhibit stronger
monitoring effects on managers and “ tunneling” motives by controlling shareholders. Finally, this
paper results in some useful policy implications.
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