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Abstract 

During the last 35 years, the accomplishment of Chinese business achieved 

probably more profoundly than any other time. Since 1978, that is the year of Reform 

and Opening-up, the first foreign enterprise, Panasonic was set up, till now China has 

established more than 900,000 foreign enterprises and attracted more than 2.1 trillion 

US dollars of foreign investment. Meanwhile, in response to the Going Global Policy, 

some Chinese migrated to other countries and the number of overseas Chinese had 

exceeded 47.3 million by the end of 2018, making China the world's largest exporter of 

the immigrant. Entrepreneurs, as one of the particular groups, also joined this trend. 

Therefore, understanding whether and how the migration of controlling shareholders 

affects firm value and innovation are very important to minority shareholders and 

policymakers. Taking advantage of Chinese unique disclosure policy, this paper uses 

public firms listed in Shanghai and Shenzhen Stock Exchanges as the study samples to 

uncover the black box. 

Keywords: Migration of controlling shareholders; Firm value; Firm innovation; 

Disclosure of personal information; Policymakers 
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1． Introduction  

1.1 Research background 

Over the past decade, more and more elites and wealthy businessmen have 

emigrated overseas through study abroad, skilled immigration or investment 

immigration. Most of them have gone to western developed countries such as Europe, 

America, Australia, and Canada. This phenomenon is called the "third wave of 

migration." 

  Compared with the two waves of immigration in the early years of the reform and 

opening up and the early 1990s, the "third wave of migration" not only increased the 

number of immigrants but also showed the characteristics of high educated, high 

skilled and high cost. According to the World Migration Report 2018 released by the 

International Organization for Migration and Center of China and Globalization, by 

the end of 2015, the number of global immigrants was close to 244 million, 

accounting for 3.3% of the world's population. Among them, the number of Chinese 

immigrants was close to 80 million, making it the fourth-largest emigrant exporting 

country in the world. In the international immigration wave, Chinese immigrants have 

shown the characteristics of "migrated do not abode". Many Chinese residents still 

work in China after acquiring foreign nationality or permanent residence. Many of 

them are controlling shareholders of private enterprises. 

1.2 Research objective 

Therefore, understanding whether and how the migration of controlling shareholders 

affects firm value and innovation are very important to minority shareholders and 

policymakers. Taking advantage of Chinese unique disclosure policy, this paper uses 
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public firms listed in Shanghai and Shenzhen Stock Exchanges as the study samples to 

uncover the black box. 

It is necessary to briefly introduce the concept of the right of abode abroad. In a 

popular sense, the right of abode abroad means that individuals have the right to land 

in the country or region where they have obtained the right of abode, and will not be 

subject to any conditions of stay (including the period of stay) and will not be 

deported. The laws and regulations in different countries have different residence 

times for immigrants. They will be considered as an immigrant after satisfied a certain 

time of residence. In general, the period of residence required by a country is from 6 

months to 6 years. According to the laws and regulations of different countries, 

people with the right of abode can enjoy great convenience in other countries. On the 

one hand, people with the right of abode can enjoy basic rights and can even apply for 

consulate protection in the country of residence. On the other hand, the right of 

residence can be easily converted to the nationality of the residence country. These 

two benefits are viewed as a great temptation for many Chinese private entrepreneurs. 

Holding a right of abode abroad indeed a great convenience in terms of property 

protection and international trade. 

  It should be noted that the meaning of the right of abode abroad in this paper refers 

to countries or regions outside the Chinese mainland, including Hong Kong, Macau, 

Taiwan, and other countries. The scope of the "right of abode" in this article includes 

short-term unexpired and permanent right of abode, as well as foreign nationality. A 

listed company may have multiple actual controlling shareholders. In this paper, it is 

determined that as long as one of the actual controlling shareholders has the right of 

abode abroad, the actual controller of the enterprise is deemed to have the right of 

abode abroad. (in the following context, migration of controlling shareholders and 
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controlling shareholders with overseas residency have the same meaning of 

controlling shareholders with right of abode abroad) 

  At present, the proportion of migration of actual controlling shareholders of private 

listed companies in China is constantly increasing. Take the manufacturing industry 

as an example, the proportion has raised from 2.03% in 2007 to 8.04% in 2018. Public 

voice believes that when facing legal and reputational risks caused by violations, 

entrepreneurs with overseas residency are more likely to escape, thereby evading legal 

sanctions and affecting the stable development of their companies. 

  Domestic scholars have summarized the following reasons for private 

entrepreneurs' immigration: 

  Primarily, based on the consideration of domestic economic trends, an indisputable 

fact is that the pace of Chinese economy is slowing down. The era of 10% GDP 

growth is gone forever. For entrepreneurs, especially private entrepreneurs, it is 

becoming more and more difficult to “survive”. The second reason is the “crowding-

out effect" of state-owned enterprises. After the monetary policy after 2007, 85% of 

the funds were possessed by state-owned enterprises. As a result, SOEs strengthened 

the control of social resources. Correspondingly, it is harder for private enterprises to 

develop. Another reason is the consideration of the international economic 

environment. After the Economic Crisis, bubbles of foreign assets have fallen. RMB 

started to devalue, more and more entrepreneurs have begun to consider the purchase 

of foreign assets to achieve asset preservation. Besides, lower exchange rates have 

also reduced the cost of immigration. Meanwhile, there are many personal reasons 

and uncertainties for private entrepreneurs' immigration. Most of the reasons can be 

summarized as facilitating children's education, seeking a new lifestyle, and so on. 

But the true reason may not just like these. 
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  In a seminar on "Public Power and Protection of Private Entrepreneurs' Property 

Rights" of China Reform in 2011, experts noted that not only private enterprises are 

subject to market access restrictions, the wealth of private enterprises is also seriously 

infringed by public power. In the cases of infringements, local officials have used 

public power to seek criminal charges or encroach entrepreneurs' wealth in the name 

of "crime crackdown." Besides, in the Reform of Shanxi Coal Resource, many coal 

mines invested by Wenzhou businessmen have been merged by large enterprises or 

forced to shut down, resulting in huge losses. It is precisely the anxiety about the 

stability of national policies, concerns about the imperfection of the current system, 

private entrepreneurs have grown a sense of crisis. Under the general mentality of 

"remaining a road for retreat", private entrepreneurs may choose migration as a way 

to protect private property from infringement. According to the surveys, many 

wealthy people in China have regarded Singapore as the best choice for immigrants in 

recent years. One notable reason is its low tax rate. Enterprises and individuals do not 

need to bear heavy income taxes. Besides, there is no inheritance tax in Singapore, 

and the income of its citizens and green card holders are exempt from tax. For high-

net-worth entrepreneurs, they regard reasonable tax avoidance as a great way to keep 

their wealth. 

I first examine the relationship between migration of controlling shareholders and 

firm performance (including firm value and technological innovation). I find that the 

migration of controlling shareholders harms firm value before 2014. However, this 

effect is positive after 2014. Meanwhile, I find that controlling shareholders with 

overseas residency hurt firm technological innovation between 2010 and 2018. For 

the reason that controlling shareholders with overseas residency will exacerbate risk-

taking and then have a negative influence on firm innovation.  
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Next I explore the reasons for the difference in firm value changes in 2014. Four 

reasons are economic factors, policy factors, cultural factors, and social factors, which 

may explain the difference. 

To test the effect of migration of controlling shareholders on firm value may 

depend on the development of corporate governance and legal institutions as they can 

cure self-dealing activities. I used additional analyses to verify the relationship 

between corporate governance and legal institutions with firm value. Tests show that 

the impact on corporate governance and legal institution on firm value is not 

significant. 

Finally, I deleted samples of Guangdong and Fujian provinces and conduct PSM to 

test whether the regressions are robust. Results show that the migration of controlling 

shareholders and firm performance (including firm value and firm innovation) has a 

causal relationship. All results are in robustness. 

1.3 Research contributions 

This paper contributes to the general literature on major shareholders and firm 

value. For the reason that actual controlling shareholder belongs to the category of 

major shareholders, and most of them are also members of the board of directors of 

listed companies. In contrast to most of the scholars emphasize the impact of 

immigration on China's economy and society when discussing the issue of 

immigration of private entrepreneurs, very few scholars consider the impact of 

immigration on the enterprise itself. This paper analyzes the impact of the actual 

controlling shareholders with an overseas residency on listed companies and provides 

new ideas for related research. Also, the immigration behaviors of listed companies 

are essentially a response to the institutional environment. Scholars and related 
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policymakers need to further analyze their behavioral motivations and establish 

correct guidance in policy formulation.   

This paper also contributes to the literature on external corporate governance. The 

study of controlling shareholders with overseas residency involves multiple aspects 

such as external governance system, society, and law. Changes in the social system 

and economic environment motivate the immigration of private entrepreneurs. The 

research on the immigration of controlling shareholders is a supplement to the 

external governance of the company. 

  Viewed broadly, this paper contributes to the perspectives of the public. Individual 

investors normally are in blindness, randomness, and speculative in stock markets. 

Individual investors generally have not received systematic education and training in 

analyzing financial statements and the financial market. With more than 20 years’ 

development of the capital market, although individual investors have gradually 

strengthened their knowledge and understanding of the capital market during this 

period, they have paid more attention to the financial position, future development 

prospects, and national policy supporting of listed companies in fundamental analysis. 

Few individual investors have concerned the full basic information of listed 

companies and paid little attention to the information of controlling shareholders. 

Whether migration of controlling shareholders will "encroach" the interests of 

minority shareholders and whether it will adversely affect the companies’ daily 

operations and technological innovation are still covered and lack in-depth researches 

for those individual investors. The article will uncover the black box of migration of 

controlling shareholders and firm value and technological innovation for the public, 

providing more information on investment for institutional investors, especially 

individual investors, and provide new ideas for investors. 
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The migration phenomenon of private entrepreneurs is not only a personal matter but 

also an economic and social issue. On one hand, the immigration of some entrepreneurs 

can reflect their concerns about the status quo and future property protection, it is also a 

reminder for relevant government departments and policymakers. On the other hand, a 

large number of private entrepreneurs fleeing from China will take a huge amount of 

capital and resources away, and then raises serious social problems and public issues. 

Relevant administrative departments need to better serve the company, understand the 

needs and concerns of the company, and then could manage the company well. Only by 

truly understanding the motivation of the migration of controlling shareholders of the 

listed companies can the relevant government better take charge of and change the 

current situation of private capital escaping from China and make better arrangements 

for future works. That’s also the empirical significance of the research of this study. 

The paper proceeds as follows. Section 2 reviewed related literatures, Section 3 

described samples and methods uses, Section 4 identified the research findings,  

Section 5 conduct robustness tests and Section 6 concludes. 
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2. Literature Review 

This paper argues the fact that the migration of controlling shareholders of private 

enterprise will adversely affect the value of the listed company. For the reason that the 

overseas residency gives controlling shareholders implicit protection that allows them 

to encroach the company’s interests in an illegal means and makes it more difficult to 

investigate and deal with those violations for supervisors. 

2.1 Migration of controlling shareholders and firm value 

  Existing studies have shown that actual controlling shareholders with overseas 

residency will lead to an increase in the probability of violations in the controlled 

company, a significant increase in audit costs, the stronger motivation to engage in tax 

avoidance activities, and the high chance it hurts the value of the company. From the 

perspective of government supervision, the supervisory department will pay more 

attention to the companies whose actual controlling shareholders have obtained the 

right of abode abroad. Thus supervision will be stricter than other companies. For 

example, after the 18th National Congress of the Communist Party of China, it is 

pointed out that our government should strengthen the effort to require the government 

officials and corporate executives to report their personal information. Meanwhile, the 

China Securities Regulatory Commission issued the "Code for Content and Format of 

Information Disclosure of Companies Offering Securities to the Public", which 

explicitly requires the actual controlling shareholders of a listed company to disclose 

nationality, name, personal background, overseas residency status, and other necessary 

information. From the perspective of investors, actual controlling shareholders with 

overseas residency are more likely to commit accounting fraud and assets 

transformation, which will undoubtedly increase the sense of distrust of other 
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shareholders and investors, especially when actual controlling shareholders of the 

company conducts overseas investment activities in the place of their overseas 

residence. From the perspective of the third-party auditing, auditors need to spend more 

time and energy to review, especially when economic business is involving overseas 

transactions, consequently incurred higher audit fees. Therefore, to eliminate public 

stereotypes, those kinds of companies will engage in activities that are expected by 

society and the government actively, such as engage in charitable donations and 

disclose information voluntarily as a means to please and reassure external stakeholders.  

  Objectively, the development of an enterprise requires more allocation of resources 

to facilitate the company's long-term business. However, at this point, to alleviate the 

pressure brought by the government and the public, actual controlling shareholders with 

overseas residency will engage in activities that are expected by the public and the 

government actively, which it’s not conducive to corporate value maximization. Also, 

this pressure will compel controlling shareholders to sacrifice the pursuit of long-term 

profit of the company and will tend to obtain short-term benefits in the process of 

making relevant business decisions. Moreover, after controlling shareholders acquired 

the right of abode abroad, they have a higher probability of violations. After 

encroaching the interests of relevant stakeholders, they can leave mainland China 

quickly by the right of abode abroad, leaving very little time for supervisors to respond 

and accumulate evidence. Even though this evidence was obtained, the controlling 

shareholders could be able to escape from the legal sanctions more easily because of 

the protection of the country in which he resides. 

However, after migration, controlling shareholders can learn the ethics and 

institutions of the new countries, especially of developed countries. The he or she can 

be willing to implement this advanced and more ethical standard to his or her Chinese 
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firms. In this case, I can expect that firm performance and innovations will be better 

after migration. Therefore, this paper proposes Hypothesis 1. 

 

H1: Migration of controlling shareholders has a effect on firm value.   

2.2 Migration of controlling shareholders and firm innovation 

Since Hambrick and Mason (1984) proposed the high-level echelons theory, scholars 

at domestic and abroad have conducted a lot of researches on the relationship between 

the personal characteristics of executives and corporate innovation. Hambrick (2007) 

perfected this theory afterward. The theory holds the view that the strategic choices and 

performance levels of an organization can be predicted to some extent by the 

background characteristics of managers. Since then, the academic community has 

conducted in-depth researches on higher-order theories, and further improved the 

research subjects and research content. The study subject was extended in both the 

horizontal and vertical directions. In the horizontal direction, the early CEO gradually 

transformed into a senior management team. While in the vertical direction it gradually 

expanded from basic demographic characteristics to the private characteristics of 

executives. 

  Executives are the decision-makers of an enterprise. They are responsible for 

allocating corporate resources, designing, and implementing corporate strategies. Their 

characteristics, management styles, and incentive mechanisms will have a significant 

impact on corporate innovation. Many scholars have studied the relationship between 

executive characteristics and corporate innovation from different perspectives. 

  The first characteristic difference is gender. Psychologists have researched gender 

differences very early and tried to explain the behavioral differences caused by gender 

differences from multiple perspectives. Physiological differences (LaBorde Witt, 1994; 
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Hersch,1996) and sociocultural differences (Felton et al., 2003) make psychologists 

generally believe that men and women have different risk preferences, and women have 

a higher degree of risk aversion (Croson R, 2009; Schubert, 1999; Sunden & Surette, 

1998). Women behave more cautiously and conservatively than men (Zuckermau M, 

1994). A large number of papers suggests that men have a higher risk appetite, and are 

more overconfident and tend to overinvest (Barber & Odean, 2001). 

The second one is personal character. Companies whose CEOs are overconfident will 

have higher weighted patents. Overconfident CEOs often underestimate the probability 

of failure and are more likely to pursue innovative projects with inherent risks and 

uncertainties. For example, Ham (2018) used the size of the CEO's signature in the SEC 

document to measure personal narcissism and found that CEO narcissism caused 

excessive R&D investment. 

  The third one is the difference in educational background. Executives with STEM 

(science, technology, engineering, and math) education background plays a key role in 

the technological advancement of enterprises. Higher education managers are more 

adaptable to the surrounding environment and more innovative in rigid systems, which 

has driven changes in corporate strategy (Wiersema & Bantel, 1992; Camelo Ordaz et 

al., 2005). 

  The last one is the difference in life experience. Compared with CEOs who joined the 

labor market during the economic boom, those who started their careers during the 

economic recession will implement conservative R&D spending policies. 

  Many scholars have also studied the relationship between the personal characteristics 

of non-management employees and corporate innovation. Chang et al. (2015) found 

that stock options of non-management employees are positively related to the quantity 

and quality of corporate innovation output. Chen (2018) found that the collective 
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emotions of inventors are positively related to corporate innovation. Good emotions 

can improve the creativity and work initiative of inventors. 

  Reviewing existing literature, we can find that as participants in innovation activities, 

the personal characteristics of executives and non-management employees can affect 

corporate innovation. Actual controlling shareholders are a part of top management, 

however, there is no in-depth study on personal characteristics of the controlling 

shareholders and firm innovation. Previous literature has studied the relationship 

between migration of controlling shareholders and audit fees, tax evasion, and corporate 

fraud, ignoring the influence of controlling shareholders on firm innovation. I 

reasonably speculate that the personal characteristics of the actual controlling 

shareholders of an enterprise can also have an impact on the technological innovation 

of the enterprise. This paper from the view of the migration of controlling shareholders, 

examining why and how personal characteristics affect enterprise innovation, 

supplementing the relevant research in the field of firm innovation, enriching the 

literature of economic consequences of migration of controlling shareholders.   

The actual controlling shareholder who has obtained the overseas residency has a 

certain degree of short-sighted, which reduces the investment in R&D. Existing 

research gives some explanations. Hershfield (2012) found that when individuals 

perceive that their future selves are little similar to their current selves, individuals are 

more likely to obtain immediate benefits through immoral behaviors such as lies, false 

promises, and cheating. Bartels and Urminsky (2011) also found that when individuals 

have a lower psychological similarity to their future selves, they prioritize immediate 

benefits over future benefits. The quality of overseas education, medical standards, 

human environment, and food safety are greatly different from those in mainland China, 

which will affect the current psychological state and behavior pattern of those 
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controlling shareholders, thereby reducing the similarity between their future selves and 

the current selves. These controlling shareholders will pay more attention to the current 

benefits and make more short-sighted behaviors. While innovation activities often have 

long payback periods. Therefore, actual controlling shareholders will reduce long-term 

innovation investment and implement investment and projects of short period fast profit 

return. This paper proposes Hypothesis 2: 

 

H2: Migration of controlling shareholders has a negative impact on the innovation 

of the enterprise. 

2.3 Mediating variable of risk-taking 

Regarding corporate risk-taking and corporate innovation performance, a number 

of researchers have reported their findings. 

For starters, corporate risk-taking could promote the improvement of corporate 

innovation performance: Miller et al. (1982) confirmed through research that only 

companies strengthen their ability to risk-bearing can they continue to innovate and 

optimize their products. Hilary and Hui (2009) proposed that the higher the level of 

risk-taking, the higher the innovation activity of the company, and spontaneously, it will 

put more resources into innovation projects. 

  The second view is that corporate risk-taking will reduce corporate innovation 

performance. Few scholars have found that corporate risk-bearing is only conducive to 

improving corporate innovation performance within a certain range. When excess this 

level of risk-bearing, it will have a negative impact on corporate innovation 

performance. Taking the paradox proposed by Bowman (1980) as an example, he 

noticed earlier the negative impact of corporate risk-taking on corporate benefits. 

  In addition, based on the agency theory and prospect theory, Wiseman and Gomez-
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Mejia (1988) constructed a behavioral agent model for risk-taking of managers and 

combined with internal corporate governance. They believed that the risk behavior of 

managers varies with the changes in the supervision environment. Meanwhile, agents 

may have behaviors of risk-seeking and risk aversion. Wiseman and Gomez-Mejia also 

replaced the previous risk aversion hypothesis with loss aversion hypothesis, arguing 

that agents are more concerned about minimizing existing wealth losses than pursuing 

future wealth maximization. 

  Different from general investment projects, innovation projects have their special 

attributes: (1) Uncertainty. All innovation projects have fundamental inherent 

uncertainty. Such uncertainties include the uncertainty of technology and market 

prospects, the immaturity of the technology, the shortening of technology life, etc., not 

mentioned that the rapid changes of the market and the inaccuracy of market prospect 

predictions. (2) Long-term period. Innovation activities usually include multiple stages, 

which undoubtedly takes a long time to obtain benefits. (3) Inertial thinking. There is a 

universal force of "resistance to new ideas" or "inertia" in society. Innovation is to 

introduce and applicate new ideas, products, or procedures in a group or organization 

in purpose. It must inevitably face the challenges of inherent thinking and behavior 

habits, and it is difficult to break through, thus becoming an obstacle to innovation. 

  With acquiring the right of abode abroad, controlling shareholders become more 

short-sighted, and tends to avoid risks and obtains immediate benefits. Moreover, they 

are more sensitive to innovation projects with greater uncertainty and longer investment 

return periods, which reduces risk exposure and reduces corporate innovation outputs. 

This paper, therefore, proposes Hypothesis 3: 

H3: Risk-taking plays a mediating role in the negative relationship between 

migration of controlling shareholders and technological innovation of the enterprise. 
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3. Research methodology  

In this part, I describe my data sources of the sample of firms and variables and 

regression models used in our analysis.  

3.1 Data sources 

At the preliminary sample election, the paper collected data and information of 

listed companies from 2010 to 2018 and clarified that the research object is 

controlling shareholders of a private enterprise who started businesses in mainland 

China and acquired the overseas residency after the company got listed. And then 

discussed the influence of the phenomenon. Based on the above, ①In the CSMAR 

database, private enterprises are first selected. Non-private enterprises include state-

owned enterprises, central government-owned enterprises, enterprises controlled by 

State-owned Assets Supervision and Administration Commission (SASAC) and local 

SASAC, and enterprises controlled by local departments of the central department. 

②On the basis of the first step, further screening is performed to delete some 

companies controlled by universities in China and listed companies whose actual 

controlling shareholders are group companies. For the reason that listed companies 

whose actual controlling shareholders are group companies cannot able to know the 

information of their actual controlling shareholders ③Based on the second part, I will 

select and remove overseas Chinese and overseas group companies, foreign-listed 

companies listed in mainland China, and remove the actual controlling shareholders 

who have been studying abroad. For the reason that most of these people are mainly 

from Hong Kong and Macau and are optimistic about the domestic investment 

environment and foreign policies and then invest and start a business in mainland 

China. Their motivation is different from the motivation of the private entrepreneur 
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immigration group to be studied in this article. ④Determine whether to retain some 

samples or not manually. After four steps of the screening work, results are shown in 

the table. 

Almost all data comes from the CSMAR database. In addition, data of the 

marketization process of the provinces in different years are referenced Fan Gang and 

Wang Xiaolu's "China Marketization Index-Relative Marketization Process by Region 

2018 Report", and the data on financing constraints come from the People's Congress 

Economic Forum. The rest of the information about the migration of controlling 

shareholders was obtained from Baidu and Juchao Information Network. After the 

data was collected, it was roughly processed in Excel, and finally, the statistics were 

processed and conducted a statistical and quantitative analysis in Stata 15. 

3.2 Variables and regression models 

This paper mainly includes the following parts in the empirical research: First, the 

relationship between the migration of controlling shareholders and the firm value. 

Second, find out the mechanism and how migration of controlling shareholders affects 

the innovation of listed companies. In this part of the study, I mainly focus on the role 

of risk-taking as a mediating variable exert in the relationship between migration and 

the company's innovation. The following variables will be defined and constructed 

based on the research content and model settings of the paper. 

 

Model 1: An empirical research to examine Hypothesis1 on the relationship between 

migration of controlling shareholders and corporate value. 

𝑇𝑞 = 𝛼 + 𝛽1𝑅𝐸𝑆𝐼𝐷 + 𝛽2𝐿𝑛𝑠𝑖𝑧𝑒 + 𝛽3𝐹𝑙𝑜𝑎𝑡𝑖𝑛𝑔 + 𝛽4𝐹𝑖𝑟𝑠𝑡1 + 𝛽5𝐺𝑟𝑜𝑤𝑡ℎ +

𝛽6𝐷𝑒𝑏𝑡 + 𝛽7𝐴𝑔𝑒 + 𝛽8𝐶𝑢𝑟𝑟𝑒𝑛𝑡 + 𝛽9𝐶𝑎ℎ𝑠 + 𝛽10𝑃𝑟𝑜𝑓𝑖𝑡 + 𝛽11𝑀𝑎𝑟𝑘𝑒𝑡 + 𝛽12𝑆𝐶𝑀 +

𝛽13𝑆𝑀𝐵 + 𝛽14𝐷𝑢𝑎𝑙 + ∑𝑖=1
7 𝑌𝑒𝑎𝑟 + ∑𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 +ε 
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Where ①Tq is representing company value, the abbreviation of Tobin's Q. It is found 

that scholars normally use Tobin's Q as the explained variable in most literature 

involving firm value. Tobin's Q = (market capitalization + number of non-tradable 

shares* net assets per share + total liabilities) / total assets. 

②RESID is a dummy variable to measure whether the controlling shareholders of a 

company acquired the overseas residency. When controlling shareholders of a company 

acquired the right of overseas residency, the value is 1, otherwise, the value is 0. 

③Lnsize=Ln(total assets/10000). Experience shows that companies with large sizes are 

generally in the maturity or decline period of the company's life circle. Companies with 

larger size are more likely to form economies of scale and obtain external resources. 

On the other hand, the larger the company is the higher the daily operating costs. Most 

models use Ln (total assets) to measure the size of the company.  

④ Equity structure: The equity structure is the basic element of corporate governance. 

In previous empirical research, the characteristics of equity structures are generally set 

from multiple perspectives. Regarding the literature of other scholars, their perspectives 

are selected to examine the impact of stock structure on the value of the company: 

First1: the ratio of the first largest shareholders is used as the equity concentration 

measurement variable 

Floating: number of shares in circulation/ total share capital  

⑤Growth：In most studies, variable Growth is used to indicate the growth of a company. 

Growth=operating profit growth rate= (operating profit for the current year-operating 

profit for the last year) / operating profit for the last year 

⑥Debt is used to measure the financial leverage of a company. It is generally believed 

that debt helps to reduce agency problems but the excessive debt will lead to operation 

problems of high risks. Debt=total debt/total assets. 



22 

 

⑦Age：With the age of the company increases, the operation risk of the company will 

gradually decrease, but the financial risk will continue to gradually rise. This paper uses 

the variable Age to represent the age of listed companies. Age= the difference between 

the year when the company is listed and the year of 2018. 

⑧Cash: Cash is a very important current asset for a company. We use the ratio of 

current cash/ total assets to measure Cash. 

⑨Current: current assets/total assets 

⑩Profit reflects the growth ability, sustainability ability, and profitability of listed 

companies, and then affects equity structure, asset structure, the capital structure of the 

company. Profit= net profit / total assets. 

⑪Market represents the marketization process. Cited from "China Marketization 

Index-Report on the Relative Process of Marketization by Region 2018 Report", written 

by Fan Gang and Wang Xiaolu, who compiled the "Relative Index of Marketization 

Process by Region in China". The index comprehensively measures the degree of 

marketization of various provinces and cities from five aspects and uses the score as a 

measure. The paper uses the index as the degree of marketization of various provinces 

and cities to distinguish the differences between provinces. 

⑫SCM is a dummy variable to control differences in the stock prices and performance 

of listed companies in different sectors. When the company is in the Second-capital 

Market board, the value is 1; otherwise, it is 0. 

⑬ SMB is a dummy variable to control differences in the stock prices and performance 

of listed companies in different sectors. When the company is in a Small and Medium-

sized Board, the value is 1; otherwise, it is 0. 

⑭Dual: In a listed company, the actual controlling shareholders may concurrently hold 

the position of a general manager or chairman of the listed company. In order to describe 
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the phenomenon, I introduced Dual variables. When the actual controlling shareholders 

of the listed company have the right of abode abroad and are also the general manager 

or the chairman of the listed company, the value is 1; otherwise, it is 0. 

⑮Industry: Referring to existing literature, different industries have different degrees 

of impact on the capital structure, profitability, asset structure, and company size of 

listed companies. To control the impact of different industries on listed companies, the 

paper divides listed companies into 19 industries as industry variables and introduces 

18 dummy variables (Year) with A-type industries as the benchmark group following 

the Guidelines issued by the CSRC.  

⑯Year: The paper covers the data of 8 years from 2010 to 2018. In order to control the 

change of data in different years and the possibility to affect the regression results, the 

year variable Year is constructed and 7 dummy variables are introduced, with 2010 as 

the benchmark. 

⑰ ε: Omitted variables 

 

Model 2: To test the impact of migration of controlling shareholders on the quality of 

the inventions and innovation of the enterprises.  

𝐼𝑛𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛 = α + 𝛽1𝑅𝐸𝑆𝐼𝐷 + 𝛽2𝑆𝑖𝑧𝑒 + 𝛽3𝐴𝑔𝑒 + 𝛽4𝐺𝑟𝑜𝑤𝑡ℎ + 𝛽5𝑃𝑃𝐸 + 𝛽6𝑅𝐷𝐼 +

𝛽7𝑃𝑟𝑜𝑓𝑖𝑡 + 𝛽8𝐶𝑎𝑠ℎ + 𝛽9𝐷𝑒𝑏𝑡 + 𝛽10𝐿𝑖𝑞𝑢𝑖𝑑𝑖𝑡𝑦 + 𝛽11ℎℎ𝑖 + 𝛽12𝑆𝑅 + 𝛽13𝐷𝑢𝑎𝑙 +

𝛽14𝐿𝑛𝑠ℎ𝑎𝑟𝑒 + 𝛽15𝑆𝐴 + ∑𝑖=1
7 𝑌𝑒𝑎𝑟 + ∑Industry +ε 

 

Where ①The paper uses the quality of inventions to measure the innovation of the 

company.  

The quality of inventions and innovation is abbreviated Innovation. At present, 

foreign literature generally uses patent citations to reflect the quality of technological 
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innovation. However, for the reason that it's extremely to obtain the data of patent 

citation in domestic, this paper refers to Li Wenjing and Zheng Manni, and uses the 

proportion of invention patent applications to the total patent applications to measure 

the quality of technological innovation. Patents including invention patents, utility 

patents, and appearance design patent. Among them, invention patents are the most 

valuable and can be represented as innovation. The number of patent applications can 

more truly reflect the level of innovation than the number of patent grants. For one 

thing, patent grants require testing and annual fees; some patents are being canceled 

because of not paying fees timely, and this situation will not be disclosed, which 

incurred more uncertainty and instability. For the other thing, patents grant are more 

vulnerable to bureaucratic factors. And patent technology is likely to have an impact 

on corporate performance during the application process, so patent application data 

will be more stable, reliable, and timely than the amount granted. Considering that 

there is a certain lag between the investment in R&D and the innovation output of 

enterprises, the patent authorization is lagging. 

② PPE is used to measure the capacity of borrowing of the enterprises. PPE= total 

fixed assets / total assets 

③RDI is used to measure the innovation input of a company. It’s the proportion of 

R&D expenditures in sales. 

④Liquidity is to measure the ability of assets to transfer to cash. Liquidity= (current 

assets-current liabilities)/total assets 

⑤hhi is Herfindahl index. It measures the degree of competition in the industry where 

the company is located. 

⑥SR measures the performance of the corporate stock market. SR=(market value of 

the stock at the end of the year-market value of the stock at the beginning the year)/ 
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market value of the stock at the beginning of the year 

⑦Lnshare measures the proportion shareholdings that the actual controlling 

shareholders held. Lnshare=Ln(shareholdings ration of actual controlling shareholders) 

⑧ SA index= -0.737size + 0.043size^2-0.04age, which measures the size of financing 

constraints faced by listed companies, where size = ln (total corporate assets / 

1000000), the unit of total assets is yuan. Age is the listing time of a company. The 

result of the index is negative. And the greater the absolute value, the more severe the 

financing constraints faced. 

 

Model 3: To test the mediation effect of risk-taking on the relationship between 

migration of actual controlling shareholders and firm value. A mediation effect test 

model was constructed: 

𝐼𝑛𝑛𝑜𝑣𝑎𝑡𝑖𝑜𝑛 = 𝛼 + 𝛽1𝑅𝐸𝑆𝐼𝐷 + 𝛽2𝑅𝐸𝑆𝐼𝐷 ∗ 𝐵𝑒𝑡𝑎 + 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 + ∑𝑖=1
7 𝑌𝑒𝑎𝑟

+ ∑𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 + 𝜀 

 

Where Beta is a tool for assessing the systematic risk of securities, which is used to 

measure the security of an investment portfolio against the overall market when there 

is a volatility. The larger the absolute value, the greater the change in the returns 

relative to the overall market; the smaller the absolute value, the smaller the change in 

the relative returns to the overall market. If it is a negative value, it means the security 

or an investment portfolio is changed in the opposite direction to the direction of the 

markets. The Beta is used to observe the moderating effect of the actual controlling 

shareholders with the right of overseas residency on the company's innovation. 
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4. Findings  

In this section, I describe the descriptive statistics and regression results for the 

models used in the Section 3. 

4.1 Descriptive statistics 

Table 1 Descriptive statistics of variables 

Panel A: Full sample (firm value) 

variable mean p50 sd min max 

tobin  2.285 1.760 1.630 0.960 11.45 

resid 0.0833 0 0.276 0 1 

size 7.789 7.699 1.123 0.943 12.92 

age 8.782 7.987 5.927 1 27 

floating 0.635 0.640 0.283 0.0373 1 

first1 0.205 0.158 0.150 0.0322 0.992 

growth  0.250 0.150 0.596 -0.647 4.370 

debt  0.376 0.353 0.206 0.0411 0.934 

lnage 2.708 2.773 0.416 0.693 4.111 

current 0.612 0.621 0.190 0 1 

cash 0.211 0.163 0.161 0 0.995 

roa  0.0430 0.0449 0.0668 -0.320 0.206 

market 8.211 8.940 1.712 0.38 10 

scm 0.267 0 0.443 0 1 

smb 0.387 0 0.487 0 1 

dual 0.725 1 0.447 0 1 

Panel B: Full sample (firm innovation) 

variable mean p50 sd min max 

Innovation 0.344 0.331 0.217 0 0.693 

sa -3.725 -3.720 0.255 -5.450 -1.537 

beta 1.173 1.168 0.325 -0.316 5.075 

resid 0.0833 0 0.276 0 1 

size 7.789 7.699 1.123 0.943 12.92 

growth  0.250 0.150 0.596 -0.647 4.370 

lnage 2.708 2.773 0.416 0.693 4.111 

ppe 0.185 0.161 0.136 0 0.902 

rdi 5.023 3.800 4.549 0.0600 26.83 

roa  0.0430 0.0449 0.0668 -0.320 0.206 

debt  0.376 0.353 0.206 0.0411 0.934 
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hhi 0.0708 0.109 19.02 0.003 0.804 

hhi2 5.871 6 2.820 1 10 

liq  0.236 0.239 0.293 -0.578 0.830 

sr 0.387 0.310 0.597 -9.570 10.97 

dual 0.725 1 0.447 0 1 

lnshare 3.584 3.646 0.500 -6.645 4.605 

Panel C: Migration countries 
 

2010 2011 2012 2013 2014 2015 2016 2017 2018 Total Percentage 

Argentina 1 3 3 1 1 

    

9 0.65% 

Australia 8 17 20 13 24 28 30 30 32 202 14.66% 

Belize 

 

2 

 

1 

 

1 

   

4 0.29% 

Canada 17 35 26 33 26 38 50 46 45 316 22.93% 

Cyprus 1 

      

2 1 4 0.29% 

France 

     

1 1 1 2 5 0.36% 

Germany 

 

1 1 

 

1 1 2 1 1 8 0.58% 

Guinea-Bissau 

 

4 3 2 2 2 2 5 2 22 1.60% 

Hong 

Kong(China) 

22 45 38 35 42 45 48 58 74 407 29.54% 

Indonesia 2 2 

   

1 

  

1 6 0.44% 

Italy 

   

1 

     

1 0.07% 

Japan 

     

1 

 

1 1 3 0.22% 

Macau(China) 1 2 1 2 1 4 5 6 11 33 2.39% 

New Zealand 2 7 7 3 5 6 7 17 9 63 4.57% 

Philippines 

 

3 8 2 3 3 3 2 3 27 1.96% 

Singapore 8 19 20 35 21 28 25 32 30 218 15.82% 

Taiwan(China) 

   

2 

 

1 

  

4 7 0.51% 

The Republic of 

Niger 

      

1 1 

 

2 0.15% 

The Republic of 

the Gambia 

1 

  

1 3 2 5 18 7 37 2.69% 

The UK 

       

2 2 4 0.29% 

the US 5 6 5 4 8 14 37 28 31 138 10.01% 

Undisclosed 

  

11 

 

10 9 22 27 30 109 7.91% 

Total 68 146 132 128 97 162 179 222 225 1378 1 

Table 1 Panel A shows the descriptive statistic for variables of measuring firm value. 

As can be seen from Table1 Panel A, the proportion of actual controlling shareholders 

with overseas residency is approximately 8.33%. The value of Tobin’s Q is between 

0.96 and 11.45, indicating that the gap of Tobin’s Q among listed companies is relatively 
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large. The average value of 2.285 is larger than the theoretical value of 1. This result is 

consistent with the actual situation, indicating that China has a heavier opportunistic 

atmosphere. In terms of shareholding structure, the average shareholding ratio among 

the largest shareholder is 20.5%. It can be seen that the proportion of the largest 

shareholder of Chinese private enterprises is relatively concentrated. The value of the 

market is between 0.38 and 10, and the average value is 8.211, indicating that most of 

the private enterprise registration places are in provinces with a high marketization 

process. 

Panel B briefly illustrate the descriptive statistic for variables of measuring firm 

innovation. As can be seen from Table1 Panel B, the percentage of invention patent 

applications in manufacturing enterprises is between 0 to 69.3%. The standard 

deviations were 21.7%, indicating that the number of invention patents and patent 

grants of each enterprise was relatively concentrated. The BETA coefficient is from -

0.316 to 5.075, indicating that the movements of some stocks are in the opposite 

direction to the overall stock market. An average value of 1.173 and a standard 

deviation of 0.325, indicating that most companies are in the same direction as the 

overall stock market. RDI indicates the R&D intensity, with a minimum value of 0.06 

and a maximum value of 26.83, and an average value of 5.023, indicating that the R&D 

intensity of most manufacturing companies is not very high. hhi represents the 

Herfindahl index, which measures the degree of market monopoly. The value of hhi is 

between 0.003 and 0.804, and an average value of 0.0708, indicating that a small 
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number of industries are in a monopoly state and most enterprises are in a state of free 

competition. 

Panel C calculates the number and percentage of countries that controlling 

shareholders are migrated. As can be seen from Panel C, the three most popular 

immigrant countries for controlling shareholders are Hong Kong, Canada, and 

Singapore, accounting for 29.54%, 22.93%, and 15.82% respectively. It can be seen 

that a small number of controlling shareholders tend to emigrate to poor African 

countries, such as the Republic of Gambia, which accounts for 2.69%, roughly the same 

as those who emigrate to Macao. 109 controlling shareholders did not disclose their 

migration countries. It should be pointed out that the total number of 1378 represents 

1378 companies. Some enterprises have more than one actual controller with overseas 

residency. So the number of migration of controlling shareholders is far more than 1378.  

As we can see from the descriptive statistics, extreme values exist in the data table. 

So we consider using 1% winsorized to process the data.  
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Table 2 Correlation    coefficient            

Variables tobin resid size floating first1 growth debt lnage current cash roa market scm smb dual 

  tobin 1.000 

  resid 0.023** 1.000 

  size -0.415*** -0.007 1.000 

  floating 0.277*** -0.041*** 0.231*** 1.000 

  first1 -0.053*** -0.017* -0.150*** -0.170*** 1.000 

  growth 0.009 0.009 0.069*** -0.128*** 0.024** 1.000 

  debt -0.054*** -0.001 0.391*** 0.317*** 0.030*** 0.061*** 1.000 

  lnage 0.120*** 0.032*** 0.133*** 0.300*** -0.219*** 0.015* 0.206*** 1.000 

  current -0.052*** 0.020** -0.146*** -0.260*** 0.150*** 0.012 -0.100*** -0.127*** 1.000 

  cash 0.031*** 0.010 -0.258*** -0.323*** 0.205*** -0.012 -0.406*** -0.232*** 0.482*** 1.000 

  roa 0.022** 0.036*** 0.004 -0.269*** 0.120*** 0.180*** -0.347*** -0.112*** 0.167*** 0.233*** 1.000 

  market -0.020* 0.047*** 0.058*** -0.081*** -0.047*** 0.027** -0.027** 0.008 0.093*** 0.006 0.065*** 1.000 

  scm 0.005 0.009 -0.247*** -0.251*** -0.094*** 0.030*** -0.254*** -0.147*** 0.118*** 0.208*** 0.063*** 0.074*** 1.000 

  smb -0.087*** -0.053*** 0.062*** -0.033*** -0.014* -0.047*** -0.058*** -0.258*** -0.019** -0.028*** -0.004 0.052*** -0.480*** 1.000 

  dual -0.067*** 0.037*** 0.127*** -0.015* -0.050*** 0.002 0.016* -0.002 -0.028*** -0.032*** 0.038*** 0.097*** -0.048*** 0.103*** 1.000 

 

*** p<0.01, ** p<0.05, * p<0.1  
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Table 2 mainly describes the correlation between controlling shareholders with 

overseas residency in listed companies and the firm value. It can be seen that there is a 

significant positive correlation between the TOBIN and the RESID. The result is 

contrary to Hypothesis1. We will analyze and discuss in-depth why and how the results 

are like that in the following part. FIRST1 is significantly negative related to TOBIN, 

indicating that the company's largest shareholder has a negative impact on the firm 

value. SIZE and TOBIN are significantly negative correlated, indicating that below a 

certain level, large company size is conducive to firm value while beyond the level, a 

larger size may increase the company's operating costs and then reduce the company’s 

value. The highest correlation coefficient in the table is 0.482. The correlation 

coefficients among these variables are low in general, so it will not cause serious 

multicollinearity problems in the regression model. 

Table 3 mainly describes the correlation between the variables of the relationship 

between the migration of controlling shareholders and the company's technological 

innovation. It can be seen that there is a significant negative correlation between 

variable RESID and INNOVATION, indicating that the overseas residency has a 

negative impact on the quality of the company's innovation. RDI has a significant 

positive correlation to INNOVATION, indicating that the higher the intensity of research 

and development, the greater the quality of enterprise innovation. There is a significant 

negative correlation between DEBT and INNOVATION, indicating that corporate debt 

has a strong weakening effect on the quality of corporate innovation. There is a 

significant positive correlation between hhi and INNOVATION, indicating that a freely 
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competitive market can promote the quality of inventions by companies. The maximum 

correlation coefficient in the table is 0.771. Coefficients among these variables are low 

in general, so it will not cause serious multicollinearity problems in the regression 

model. 
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Table 3  Correlation Coefficient               

Variables Innovation resid size growth lnage ppe rdi roa debt hhi liq  sr dual share 

  Innovation 1.000 

  resid -0.031*** 1.000 

  size 0.016 -0.007 1.000 

  growth 0.002 0.009 0.069*** 1.000 

  lnage 0.028*** 0.032*** 0.133*** 0.015* 1.000 

  ppe 0.004 -0.032*** -0.010 -0.108*** -0.027*** 1.000 

  rdii 0.198*** -0.002 -0.213*** -0.053*** -0.051*** -0.222*** 1.000 

  roa 0.066*** 0.036*** 0.004 0.180*** -0.112*** -0.073*** -0.029*** 1.000 

  debt_ -0.084*** -0.001 0.391*** 0.061*** 0.206*** 0.051*** -0.277*** -0.347*** 1.000 

hhi 0.049*** 0.003 0.044*** 0.017* -0.007 0.002 -0.127*** 0.055*** -0.027*** 1.000 

  liq 0.019* 0.012 -0.358*** -0.037*** -0.226*** -0.416*** 0.257*** 0.354*** -0.771*** 0.027*** 1.000  

  sr 0.030*** 0.041*** 0.098*** 0.152*** -0.106*** -0.106*** -0.036*** 0.709*** -0.189*** 0.014 0.262***  1.000 

  dual 0.014 0.037*** 0.127*** 0.002 -0.002 0.019** -0.003 0.038*** 0.016* -0.005 -0.026***  0.054*** 1.000 

  share -0.052*** 0.042*** 0.037*** 0.006 -0.177*** -0.030*** -0.061*** 0.230*** -0.124*** 0.022** 0.193***  0.226*** 0.052*** 1.000 

 

*** p<0.01, ** p<0.05, * p<0.1  
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4.2 Regression results 

Table 4  

Regression results for Model 1  

VARIABLES Tobin 

  

resid 0.1543*** 

 (2.66) 

size -0.9436*** 

 (-56.33) 

floating 2.2552*** 

 (35.33) 

first1 -0.1466 

 (-0.53) 

growth 0.1416*** 

 (5.52) 

debt 0.9104*** 

 (9.45) 

lnage 0.0077 

 (0.17) 

current -0.3883*** 

 (-3.80) 

cash 1.2406*** 

 (9.59) 

roa 3.7398*** 

 (12.71) 

market 0.0031 

 (0.31) 

scm -0.3685*** 

 (-7.77) 

smb -0.1709*** 

 (-4.26) 

dual 0.0134 

 (0.42) 

year 

idust 

 

Constant 7.3699*** 

 (19.88) 

R-squared 0.526 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 



35 

 

Table 4 shows the regression results of Model 1. RESID is significantly positively 

related to the value of the company, indicating that the migration of controlling 

shareholders are conducive to firm value. The coefficient of SIZE is insignificantly 

negative, indicating that below a certain level, large company size is conducive to the 

company's value while beyond the level, a larger size may increase the company's 

operating costs and then reduce the company value. The proportion shareholding of the 

largest shareholder is negatively correlated with the company's value, but the result is 

not significant. The coefficient of DEBT is significantly positively at the level of 1%, 

indicating that corporate debt is positively correlated with corporate value. 

Table 5  

Regression results of Model 2 and Model 3 for quality of innovation 

 (1) (2) 

 Innovation Innovation 

resid -0.0196* -0.0417*** 

 (-1.78) (-2.97) 

   

Resid*beta  -0.0751*** 

  (1.98) 

   

beta -0.0212** -0.0268*** 

 (-2.12) (-2.58) 

   

size 0.0157*** 0.0173*** 

 (4.53) (4.09) 

   

growth -0.00316** -0.00457 

 (-2.49) (-0.63) 

   

lnage 0.0199*** 0.0241*** 

 (2.93) (2.95) 

   

ppe 0.00316 0.0182 

 (0.12) (0.54) 

   

rdi 0.00728*** 0.00609*** 
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 (13.84) (8.78) 

   

roa -0.150*** -0.119* 

 (-2.61) (-1.84) 

   

debt -0.171*** -0.161*** 

 (-6.23) (-4.79) 

   

hhi 0.134*** 0.113*** 

 (6.89) (5.20) 

   

liq -0.0811*** -0.0814*** 

 (-3.91) (-3.09) 

   

sr 0.0266*** 0.0258** 

 (2.98) (2.53) 

   

sa -0.0830** -0.0825** 

 (-2.10) (-2.09) 

   

dual -0.00231 -0.00793 

 (-0.39) (-1.05) 

   

lnshare -0.0211*** -0.0147** 

 (-3.42) (-2.08) 

   

cons 0.278*** 0.0489 

 (6.40) (1.34) 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Table 5 shows the regression results of Model 2, Model 3 for the quality of innovation. 

RESID is significantly negatively related to the quality of the companies' inventions 

and innovation, and the risk commitment(BETA) and financing constraints(SA) will 

aggravate this negative relationship. At the same time, RESID has a significantly 

negative effect on BETA, which means migration will increase the company's risk-

taking. This kind of correlation shows that risk commitment plays a mediating role in 

the relationship between the migration of controlling shareholders and the quality of 
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inventions and innovation. There is a significantly positive effect between RDI and 

INNOVATION while a significantly negative effect between RDI and SA, which means 

that R&D intensity will increase the quality of corporate inventions and innovations, 

but it will have a significant negative impact on financing. hhi has a significant impact 

on the quality of innovation. 

Table 6  

Panel A 

Regression results of Model 1 for 2010-2013 

 (1) 

 Tobin 

resid -0.558*** 

 (-3.247) 

size -0.860*** 

 (-18.447) 

floating 0.297* 

 (1.863) 

first1 0.084 

 (0.142) 

growth 0.245*** 

 (3.348) 

debt 1.609*** 

 (6.425) 

lnage -0.123 

 (-1.230) 

current -1.574*** 

 (-5.882) 

cash 1.567*** 

 (4.858) 

roa 10.048*** 

 (13.085) 

market -0.043* 

 (-1.823) 

scm -0.282** 

 (-2.032) 

smb -0.296*** 

 (-2.675) 

dual 0.100 

 (1.296) 

      year  
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      industry 

 consant 9.091*** 

 (10.387) 

      R-squared 0.431 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Regression analysis for 2010-2013 shows that RESID is significantly negatively 

correlated with TOBIN.  

Panel B 

Regression results of Model 1 for 2014-2018 

 (1) 

VARIABLES Tobin 

  

resid 0.1481** 

 (2.21) 

size -1.0445*** 

 (-52.02) 

floating 2.6317*** 

 (33.18) 

first1 -0.7658* 

 (-1.86) 

growth 0.1603*** 

 (5.33) 

debt 0.8298*** 

 (7.10) 

lnage 0.1087* 

 (1.82) 

current -0.3892*** 

 (-3.17) 

cash 1.5418*** 

 (9.43) 

roa 3.3818*** 

 (9.49) 

market 0.0048 

 (0.39) 

scm -0.3581*** 

 (-6.46) 

smb -0.1282*** 

 (-2.69) 

dual -0.0613 

 (-1.53) 

Constant 8.3187*** 
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 (18.02) 

R-squared 0.548 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Before 2014, migration of actual controlling shareholders had a negative impact on 

firm value. However, after 2015 there was a positive impact between the two 

variables. The reasons are mainly analyzed from the following four perspectives. 

4.3 Economic factors 

Economic factors include two aspects, economic situations of domestic and abroad 

and changes in the exchange rate. After 2011, affected by factors such as the 

adjustment of the domestic economic structure and weak consumption, China's 

economic growth has been declined year by year. The pessimistic economic situation 

in China and the insecurity of private property will inevitably drive entrepreneurs to 

transfer assets out of China and seek higher profits in other places. After 2014, 

however, the world economy has exhibited the characteristics of "low growth, low 

inflation, low employment" and high debt and aging. Affected by the follow-up 

effects of the Black Swan events such as the US election and interest rate hikes, 

“Brexit” of Britain, violent terror in France and Germany, and the attempted coup in 

Turkey, international economic uncertainty has increased. On the contrary, domestic 

economic development has stabilized gradually due to the organic combination of the 

market mechanism and the government's macroeconomic regulation and control. 

China's financial market has rarely been affected in the past financial crises. In 

addition, the two-way fluctuation of the RMB exchange rate in 2014 was obvious, 

with a low depreciation rate. In 2017, the RMB gradually departed from the 

depreciation trend. Wei Weixian (2018) proposed that RMB appreciation will increase 

the attractiveness of RMB assets. Such a background has brought reassurance to 
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China's capital market and strengthened market confidence for investors and 

customers. As a result, enterprises have reduced external capital purchased and 

outflows, concentrated funds on domestic and consequently reduced the adverse 

impact of immigration status on corporate value. 

4.4 Policy factors 

Policy factors include domestic and international policies. 

First of all, China has strengthened the supervision to prevent illegal transfer of 

funds under the guise of "outbound investment." At the beginning of 2014, the 

People's Bank of China promulgated the “Anti-Money Laundering Regulations for 

Financial Institutions”, “Administrative Measures for Reporting Large-value and 

Suspicious Payment Transactions in RMB” and “Administrative Measures for 

Financial Institutions' Large-value and Suspicious Foreign Exchange Fund 

Transactions”. In September 2015, some large banks of China, such as Bank of 

China and China CITIC Bank, strengthened the supervision of a large number of 

foreign exchange for corporate customers. Chinese companies can only exchange 

foreign currency for approved business purposes. China's financial regulators and 

China's security forces are doing their best to control those illegal agents of 

transferring foreign currencies. In November 2016, the four departments of the 

National Development and Reform Commission, the Ministry of Commerce, the 

People's Bank of China, and the Foreign Exchange Bureau strengthened the 

authenticity verification of enterprises' foreign investment projects. From January to 

February 2017, China's non-financial direct investment dropped by 52.8% year-on-

year, and market players gradually returned to rationality. In addition, to preventing 

the transfer of black gold through normal channels, the relevant departments also 
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strengthen the crackdown on illegal channels such as illegal private banks and build 

precautionary measures to prevent the outflow of black gold. These measures have 

undoubtedly increased the difficulty and cost of transferring funds from domestic to 

abroad for actual controlling shareholders.  

  At the same time, immigration policies of international investment have entered a 

deflation stage. After Canada temporarily closed the channel for investment 

immigration in 2012, Australia, New Zealand, Singapore, and the United Kingdom 

have raised the threshold for investment immigration and the conditions for 

investment immigration are very harsh. The investment assets of Canadian 

immigrants increased from 5 million yuan to more than 10 million yuan. The amount 

of Hong Kong immigration investment from the previous 6.5 million Hong Kong 

dollars to 10 million Hong Kong dollars and finally until 2015 the project was 

completely suspended. In addition, immigration investment also has additional 

conditions. For example, immigrants only invest in companies that were listed on the 

Hong Kong Stock Exchange for up to seven years. It must be in full position and not 

allowed to bear positions, and funds cannot be withdrawn except for paying 

dividends.   

4.5 Cultural factors 

The Chinese culture has been closed and tortuous in its historical development. 

Especially after the reform and opening up, some Chinese have full respect and 

admiration for the ideas of freedom, democracy, and openness advocated by Western 

countries, which have promoted the immigration of private entrepreneurs and 

investment abroad. However, with the progress of global integration, we gradually 

noticed the problems behind Western liberal democracy. For example, the political 

impact of the "Brexit" caused by democratic voting has also had a great impact on the 
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economy, making entrepreneurs aware of putting their money overseas may not as 

secure as they expected. In addition, there is an old saying in China: "If born in 

Huainan, it is orange, but if born in Huaibei, it is cricket." Because the actual 

controlling shareholders did not familiar with the foreign environment and policies, 

the standards applicable in China are not working abroad, resulting in financial 

damage. Especially at the early stage of Reform and Opening-up, a large number of 

domestic entrepreneurs interested in acquiring foreign companies that are on the verge 

of bankruptcy at a very tempting price. They thought it's a good way to expand their 

overseas business. But according to local law and policies, they need to pay a large 

amount of compensation and insurance fees to employees even to their family at first. 

This has prevented some entrepreneurs who want to obtain the right of abode abroad 

and transfer funds abroad to some extent.  

4.6 Social factors 

Among the investment immigrants in China, some entrepreneurs regard investment 

immigration as a universal behavior of this group out of herd mentality. Some people 

think that it is safer to transfer funds abroad and that they can regard the country of 

migration as a refuge when they do something not good. However, with China’s 

emphasis on capital flight, along with the launch of “Fox Hunting” and 

“Skynet” operations and with the deepening of international arresting cooperation, 

illegal outflows of funds will be replevied and suspicious entrepreneurs will also be 

arrested. They would be repatriation and receive legal sanctions they deserve. For 

example, Gong Yinwen and Fan Jiecong, a couple who were holding 2 billion illegal 

funds through illegal fundraising and have overseas residency in many countries. 

They have moved to the United States, Britain, Singapore, and Malaysia in 
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succession. In 2010 they were arrested in Malaysia. Chen Yi, known as the most 

beautiful boss and an actual controlling shareholder of a company in Shanghai. She 

carefully designed the escape route to avoid tracking after committed fraud and illegal 

fundraising. However, 60 hours after the Chinese public security agency and the 

Interpol issued a co-investigation report, Chen Yi, who held the Vanuatu ID card was 

arrested at the Fiji airport. At the same time, entrepreneurs' exile abroad also have to 

withstand the fear of being captured by the Chinese public security agency and 

Interpol and the psychological pressure of being threatened by underworld forces in 

other countries. 

In summary, the funds of the actual controlling shareholders will not be safer just 

because of transferring them to foreign countries. The possibilities that entrepreneurs 

transfer funds abroad through overseas residency and make use of migrants’ status in 

an attempt to achieve asset protection and as a place for escape are becoming less 

likely. At the same time, the Chinese government is constantly improving the market 

economy system and promoting the development of China's green economy. The 

government insists on market regulation primarily and supplemented by national 

macroeconomic regulation, which to promote and guarantee the healthy operation of 

the Chinese economy. Whether it is the living environment, children's education, food 

safety, or legal system, it has been greatly improved compared with the past decades. 

The actual controlling shareholders can also get generous rewards by investing capital 

and skilled technology in the development of domestic enterprises. As a result, 

corporate value is enhanced. 
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5. Robustness tests 

To ensure the robustness and reliability of the research conclusion, a series of 

robustness tests are carried out in this Section. (1) Deleting listed companies 

registered in Guangdong and Fujian provinces. For the reason that there are a large 

number of immigrants in Guangdong and Fujian since ancient times, and it may have 

an impact on the migration of controlling shareholders. (2) Replacing INNOVATION 

with the total number of invention patents and utility patents application (TotPat). 

Meanwhile deleted listed companies registered in Guangdong and Fujian provinces. 

(3) Examining whether the firm value is affected by corporate governance and legal 

institutions. (4) Using PSM kernel matching method to test the robustness of firm 

value and firm innovation. 

Table 8 

Panel A: Regression results for deleting listed companies that registered in Guangdong and 

Fujian provinces in the period of 2010-2013  

       

       Tobin 

 resid -0.007*** 

   (-0.002) 

 size 0.015*** 

   (0.001) 

 floating -0.024*** 

   (0.003) 

 first1 0.046*** 

   (0.012) 

 growth 0.015*** 

   (0.001) 

 debt -0.109*** 

   (0.004) 

 lnage 0.003* 

   (0.002) 

 current 0.048*** 

   (0.004) 

 cash 0.018*** 

   (0.005) 
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 market 0.001*** 

   (0.000) 

 scm -0.000 

   (0.002) 

 smb -0.002 

   (0.002) 

 dual 0.004*** 

    

 industry  

 year  

 Constant -0.066*** 

 R-squared  0.269 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Panel B: Regression results for deleting listed companies that registered in Guangdong and 

Fujian provinces in the period of 2014-2018 

 (1) 

 tobin 

resid 0.154*** 

 (2.66) 

  

size -0.944*** 

 (-56.33) 

  

floating 2.255*** 

 (35.33) 

  

first1 -0.147 

 (-0.53) 

  

growth 0.142*** 

 (5.52) 

  

debt 0.910*** 

 (9.45) 

  

lnage 0.00768 

 (0.17) 

  

current -0.388*** 

 (-3.80) 

  

cash 1.241*** 

 (9.59) 
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roa 3.740*** 

 (12.71) 

  

market 0.00312 

 (0.31) 

  

scm -0.368*** 

 (-7.77) 

  

smb -0.171*** 

 (-4.26) 

  

dual 0.0134 

 (0.42) 

cons 7.370*** 

 (19.88) 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Table 8 Panel A and Panel B describe the results deleting listed companies 

registered in Guangdong and Fujian provinces. The results show that the migration of 

controlling shareholders has a negative correlation with the company's performance 

from 2010 to 2013 and a positive correlation with the company's performance from 

2014 to 2018. The conclusions are consistent with the result of Tobin's Q as the 

explained variable. In addition, the significance of the main control variables of 

Lnsize, debt, growth, and first1 is the same when Tobin's Q as the explained variable. 

Table 9 

Replacing INNOVATION with the total number of invention patents and utility patents 

application as innovation and deleting listed companies registered in Guangdong and Fujian 

provinces. 

 (1) (2) 

VARIABLES TotPat TotPat*beta 

   

resid -0.0201* -0.0411*** 

 (-1.83) (-2.94) 

Resid*beta -0.0688* -0.0241** 

 (-1.81) (-2.41) 

beta -0.103** -0.0216** 

 (-2.16) (-2.16) 
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size 0.0187*** 0.0181*** 

 (5.40) (4.35) 

growth -0.0094 -0.0053 

 (-1.60) (-0.72) 

lnage 0.0189*** 0.0257*** 

 (2.80) (3.17) 

ppe 0.0078 0.0258 

 (0.29) (0.77) 

rdi 0.0107*** 0.0102*** 

 (16.53) (11.37) 

roa 0.2949*** 0.3489*** 

 (3.20) (3.18) 

debt -0.1547*** -0.1330*** 

 (-5.64) (-3.97) 

hhi 0.0774*** 0.0593*** 

liq -0.0910*** -0.0862*** 

 (-4.32) (-3.28) 

sr 0.0040 -0.0009 

 (0.44) (-0.08) 

dual -0.0044 -0.0096 

 (-0.74) (-1.28) 

lnshare -0.0194*** -0.0128* 

 (-3.14) (-1.83) 

sa -0.0830** -0.0606 

 (-2.10) (-1.55) 

Constant 0.2465*** 0.2256*** 

R-squared  0.242 0.872 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Table 9 describes the results of replacing INNOVATION with the total number of 

invention patents and utility patents application (TotPat) as innovation and deleting 

listed companies registered in Guangdong and Fujian provinces. Results show that the 

migration of controlling shareholders has a negative impact on innovation, and risk-

taking plays a mediating role. This result is consistent with the result of 

INNOVATION as the explained variables.   
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Table 10 

The effect of corporate governance and legal institution on firm value 

 (1) (2) (3) 

VARIABLES Tobin Tobin Tobin 

    

RESID 0.9149*** 0.0570 0.5064*** 

 (2.80) (0.30) (3.52) 

CG -0.0009***   

 (-6.52)   

CG*RESIDE -0.0012**   

 (-2.32)   

GovMar  -0.0340***  

  (-2.91)  

GovMar*resid  0.0143  

  (0.57)  

MarLegal   -0.0108** 

   (-2.33) 

MarLegal *resid   -0.0272*** 

 (32.84) (35.58) (35.63) 

first1 -0.0895 -0.1656 -0.0929 

 (-0.32) (-0.60) (-0.33) 

growth 0.1347*** 0.1457*** 0.1415*** 

 (5.22) (5.66) (5.50) 

debt 0.8865*** 0.9463*** 0.9258*** 

 (9.05) (9.81) (9.59) 

lnage -0.0021 0.0094 -0.0015 

 (-0.05) (0.21) (-0.03) 

current -0.3181*** -0.3335*** -0.3399*** 

 (-3.07) (-3.24) (-3.30) 

cash 1.2025*** 1.2270*** 1.2283*** 

 (9.13) (9.48) (9.50) 

roa 4.5025*** 3.7889*** 3.8351*** 

 (14.48) (12.79) (12.96) 

market 0.0062 0.0280** 0.0358** 

 (0.62) (2.09) (2.24) 

scm -0.3572*** -0.3528*** -0.3510*** 

 (-7.34) (-7.43) (-7.40) 

smb -0.1773*** -0.1547*** -0.1595*** 

 (-4.33) (-3.85) (-3.98) 

dual 0.0268 0.0281 0.0326 

 (0.82) (0.87) (1.01) 

Constant 7.8279*** 7.3377*** 7.1197*** 

 (20.72) (19.83) (19.04) 

year    
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industry    

R-squared 0.532 0.528 0.529 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Table 10 shows the relationship between corporate governance and legal 

institutions and firm value. The models are: 

 

𝑇𝑞 = 𝛼 + 𝛽1𝑅𝐸𝑆𝐼𝐷 + 𝛽2𝐶𝐺 + 𝛽3𝑅𝐸𝑆𝐼𝐷 ∗ 𝐶𝐺 + 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑠 + ∑𝑖=1
7 𝑌𝑒𝑎𝑟

+ ∑𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 + 𝜀 

𝑇𝑞 = 𝛼 + 𝛽1𝑅𝐸𝑆𝐼𝐷 + 𝛽2𝐿𝑒𝑔𝑎𝑙 𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑠 + 𝛽3𝑅𝐸𝑆𝐼𝐷 ∗ 𝐿𝑒𝑔𝑎𝑙 𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑠

+ 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑠 + ∑𝑖=1
7 𝑌𝑒𝑎𝑟 + ∑𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 + 𝜀 

 

The tests are aimed to affirm that the positive effect on migration of controlling 

shareholders and firm value is not influenced by the improvement of corporate 

governance and legal institution. I use Dibo index to measure CG, rating of the 

relationship between government and market (GovMar) to measure the influence of 

government supervisor exert on firm value and rating of development of market 

intermediary organizations and evaluation of legal system environment (MarLegal) to 

measure the impact of the legal institution on firm value. As can be seen from Table 

10, both corporate governance and legal institution have a negative effect on firm 

value. CG and government governance play a role of stabilizing and balancing, to 

some extent, it doesn’t conducive to innovation, which is full of uncertainties and 

risks, and executives will be very careful when making a decision of innovation. A 

relatively relaxed CG may help innovation progress. 
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Table 11 

Panel A: PSM core matching of migration of controlling shareholders and firm value 

 
 

Panel B  

 

 

 

Panel C: PSM core matching of migration of controlling shareholders and firm innovation 
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Panel D 

 
PSM kernel test is to eliminate the endogenous bringing by the selection of 

samples. As we can see from Panel A and Panel C, the T-test of ATT is significant, 

which means the results are significant when eliminating the influence of the self-

selection problem. From Panel B and Panel D, bias mostly less than 10%. And after 

matching, most values of the t-test are not significant, which means there is no big 

difference between matched and unmatched. 

To sum up, a series of tests show that the regression results are all robust. 
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6. Conclusions 

The issue of immigration of private entrepreneurs has gradually become the focus of 

investors in recent years. Public opinion generally believes that the migration of 

controlling shareholders will disrupt the orderly, healthy, and stable development of 

China's capital market. To obtain overseas residency in other countries, some 

controlling shareholders transfer a large number of funds into the country of 

immigration, while these funds are necessarily required by listed companies in the home 

country to maintain daily operations. At the same time, to ensure its original status and 

enjoy domestic policy in China, those controlling shareholders continued to manage the 

enterprise in the country, but their main attention was not focused on the companies in 

domestic, which harmed the value of the enterprise. Adversely, some migrated 

controlling shareholders are to seek investment opportunities abroad. This group may 

better create value for the enterprise through immigration. 

  Based on the data of listed companies of Chinese private enterprises from 2010 to 

2018, this paper studies the impact of migration of controlling shareholders of private 

enterprises on corporate value. Empirical evidence shows that from 2010 to 2013, the 

migration of controlling shareholders has a negative impact on corporate value and 

innovation. From 2014 to 2018, controlling shareholders with overseas residency have 

a positive impact on the firm value, but it still harms corporate innovation. This paper 

analyzes the reasons for the differences from four views: economic, policy, cultural, 

and social perspectives. 
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  The contributions of this paper are as follows. Firstly, based on the rich and in-depth 

researches of the board of directors, the paper enriches the research on actual 

controlling shareholders and corporate governance. Secondly, the immigration behavior 

of the actual controller of a listed company is a response to the institutional environment. 

The positive impact on the value of the company is to affirm the policy formulated by 

the policymaker to eliminate the negative impact of the actual controlling shareholders’ 

acquisition of the overseas residency and provide a good example for future policy 

regulation. Thirdly, the research on the immigration of actual controlling shareholders 

is a supplement to the external governance of the company. At last, through the study 

of the actual controlling shareholders with the overseas residency of listed companies 

and company value and corporate innovation, investors, including institutional 

investors and individual investors can have a good reference and get new ideas of 

investment.  

  This paper has the following limitations. Firstly, in the process of data collecting and 

processing, due to the limited personal ability and some controlling shareholders do not 

disclose or just disclose part of their personal information, there are inevitably some 

defects and deviations in the manual screening process. Secondly, some characteristics 

of the controlling shareholder may determine both his preference to immigrate and the 

firm performance. We cannot definitely say that the immigration is the cause of low 

value and innovation. One way to alleviate this concern is to compare firm value and 

innovation before and after the controlling shareholders’ immigration using same firms. 

However, it is extremely difficult to obtain the time of migration of controlling 
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shareholders. Because nearly all of the controlling shareholders didn’t disclose these 

information, it is impossible to discuss the impact on the value of the enterprise before 

and after the acquisition.  

  Based on a lot of relevant literature on overseas residency, corporate value, corporate 

innovation, risk-taking, and financing constraints, the research on overseas residency is 

limited to the study of certain specific indicators in corporate governance. The research 

system for migration of actual controlling shareholders has not yet been formed, so 

there is still something worth exploring. For example, why do some actual controlling 

shareholders obtain the overseas residency in poor African countries and the policies of 

the country in which they migrated? Presumably, these factors will also have a certain 

impact on the value and innovation of the company, which is worth further exploration. 
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Appendix  

Data definition 

This appendix table provides the definition of the variables employed in this study. 

Variable Definition 

Tq 

Tq is the abbreviation of Tobin’s Q. Tobin’s Q = (market 

capitalization + number of non-tradable shares * net assets 

per share + total liabilities) / total assets.  

  

INNOVATION 

  INNOVATION= invention patent applications / total 

patent applications. Since some of the original data are 

zero, the natural logarithm is added after adding one to the 

patent grant. Considering that there is a certain lag 

between the investment in R&D and the innovation output 

of enterprises, the patent authorization is lagging behind. 

RESID 

 

Dummy variable to measure whether the controlling 

shareholders of a company is migrated. When controlling 

shareholders with overseas residency, the value is 1, 

otherwise, the value is 0. 

Beta 

Where Beta is a tool for assessing the systematic risk of 

securities, which is used to measure the security or an 

investment portfolio against the overall market when there 

is a volatility. 

SA  

 

SA index= -0.737size + 0.043size^2-0.04age, which 

measures the size of financing constraints faced by listed 

companies, where size = ln (total corporate assets / 

1000000), the unit of total assets is yuan. Age is the listing 

time of a company. The result of index is negative. And the 

greater the absolute value, the more severe the financing 

constraints faced. 

 

Lnsize 

 

Ln(total assets/10000) 

 

First 1 

 

The shareholding ratio of the first largest shareholder 

Growth  

 

Growth=operating profit growth rate= (operating profit for 

the current year-operating profit for the last year) / 

operating profit for the last year 

 

Debt  

 

Debt=total debt/total assets. 

Age  

 

Age= the difference between the year when the company is 

listed and the year of 2018. 
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Cash 

 

Cash= current cash/ total assets 

 

Current 

 

Current=current assets/total assets 

 

Profit 

 

Profit= net profit / total assets. 

Market 

Market represents marketization process. The index 

comprehensively measures the degree of marketization of 

various provinces and cities from five aspects, and uses the 

score as a measure. The paper uses the index as the degree 

of marketization of various provinces and cities to 

distinguish the differences between provinces. 

SCM 

 

Dummy variable. When the company is a GEM board, the 

value is 1; otherwise, it is 0. 

SMB 

 

Dummy variable. When the company is a small and 

medium-sized board, the value is 1; otherwise, it is 0. 

Dual 

 

Dummy variable to measure whether migration of 

controlling shareholders is also in the position of general 

manager or the chairman of the listed company. When the 

answer is yes, the value is 1; otherwise it is 0. 

Industry 

 

In order to control the impact of different industries on listed 

companies, the paper divides listed companies into 19 

industries as industry variables and introduces 18 dummy 

variables (Year) with A-type industries as the benchmark 

group in accordance with the Guidelines issued by the 

CSRC. 

Year 

 

The variable Year is constructed and 7 dummy variables are 

introduced, with 2010 as the benchmark. 

 

PPE 

 

PPE= total fixed assets / total assets 

 

RDI 

 

It’s the proportion of R&D expenditures in sales. 

 

Liquidity 

 

Liquidity= (current assets-current liabilities)/total assets 

hhi 

 

hhi is Herfindahl index. It measures the degree of 

competition in the industry where the company is located. 

SR 

 

SR=(market value of the stock at the beginning of the year-

market value of the stock at the end to the year)/ market 

value of the stock at the beginning of the year 

Lnshare 

 

Lnshare=Ln(shareholdings ration of actual controlling 

shareholders) 

   




