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Abstract

Abstract

Over the past 40 years of reform and opening up, the number of private
enterprises has gradually increased. The private economy has become the main
engine driving the development of the national economy. According to survey data,
the vast majority of private enterprises are controlled by families. Because of the
vital importance of family business in the capital market and its characteristics of
integrating modern business management system into family management, the
study of family business is increasingly important. As time went on, executive
divorces became common, and battles for control emerged in major family
businesses. Senior executives' marriage change will not only lead to emotional
conflicts between the husband and wife, but also cause damage to the company's
business development and stakeholders. How to apply the harmonious culture and
avoid the family members from fighting for control caused by marriage change is a
practical proposition that needs to be pursued in front of private family enterprises
in China. As an entrepreneurial family enterprise, Leysen has the problem of
fighting for family control, which has greatly affected the company's performance
and internal governance. Therefore, it is typical and representative in the study of
the control of family enterprises.

This paper takes the struggle for control of family enterprises caused by the
marriage change of senior executives as the research entry point. On the basis of
combing the relevant literature on corporate governance and corporate value, and
combining the theories of stakeholders, this paper summarizes the behavior and
the causes of the conflict between the two founders who are related by marriage
from the joint establishment to the struggle for control. This paper analyzes the
influence mechanism of the struggle for control rights on the enterprise value,
adopts the event study method and the case study method to deeply discuss the
influence of the struggle for control rights on the stock market and the enterprise

performance, and draws the following conclusions: (1) The factors of the struggle



The Influence and Mechanism of the Struggle for Control Rights of Family Business on the Business
Value Taking Leysen as an Example

for actual control rights include equity capital, board seats, information mastery
and management decision-making power. (2) The conflict stems from the
excessively equal equity distribution between the two founders of the company.
With the breakdown of Shen Dongjun's marriage relationship, the relationship
bond between the two parties to maintain the relationship also disappeared. In
addition, the company's internal control is weak and the supervision mechanism is
ineffective, which leads to the intensified conflict. (3) The influence of control
struggle on the company is mainly transmitted through the reputation mechanism
under the dissemination of negative news, the internal governance mechanism with
the ownership structure as the core, and the risk transmission mechanism of supply
chain uncertainty. (4) From the perspective of market reaction, the conflict of
control rights causes short-term stock price fluctuations and decreases Tobin's Q
value. From the perspective of financial performance, compared with Diah Shares
and Chow Tai Seng in the same industry, the battle for control of control leads to
the negative financial effect on the profitability, operation ability and growth
ability of Leysen. From the perspective of non-financial factors, the conflict of
control rights caused by marriage change causes the loss of personal social capital
of the original actual controller, the disruption of social network, and the frequent
turnover of personnel. However, the self-inspection and external governance
supervision of the company reduce the potential risk of the original actual
controller transferring benefits to related parties and recover the occupied funds,
which is conducive to the improvement of the governance level. At the same time,
the company increased corporate cash dividends and launched equity incentive
plans to regain investor and employee confidence. (5) In view of this, this paper
proposes to set up a conflict risk prevention and resolution mechanism, formulate a
reasonable ownership structure, and improve the corporate governance mechanism,
so as to prevent the adverse effects of the battle for control caused by marriage
change.

The possible contribution of this paper lies in that, different from previous
studies on intergenerational family succession, the second type of agency problems
and the impact of marital change on performance, this paper studies the first type
of agency problems in which the division of shares caused by marital change leads

to the conflict of control rights between intra-family managers and controlling
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families. In addition to the analysis of the change of enterprise value caused by the
struggle for control, this paper also systematically combs the mechanism of action
from the perspectives of negative news, internal governance and supply chain.
Through this case, we hope to bring enlightenment to the governance of family
business, and provide some ideas to avoid the adverse effects caused by marriage
change, and enrich and expand the case study of the current problem of control of

family business.

Keyword: Family Business, Corporate Governance, Senior Executives' marriage,

Enterprise Value
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BRI AR, L2 S E. Zingales (1995) . Shleifer and
Vishny (1997) 28 A SFAS [R]85 505 Al 347 0F 58 % I 500 Al A7 70 i 4
N RIS 2 4 35 /N AR R 2 14T, AT SR 1 2 il e £ vh o 7= AR %
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FIRE AR 22 0 A0 I 2 T LASEE A I B AT ik BB B RIAT 0 B 8, 3T
PEm I E. 281 O’Neal (1987) NR, FEXMALEM T, MA@
AR ERSANCEBEER, R FH DA &L, IR T 5% &
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T H 55 H 5T . Barnhart and Rosenstein (1998) JHIE X} 1990 4 [H Frpr #E
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M5, MRIEENFET AR 2R B0 A I a0 I 22 R 3 045 T 2 w) 5120
T, ABLEE (2008) I8 I X H7 I 22 BE ()6 LU 78 AR R, A 32 Y0
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BHEA . EAET I PR B G AL R, i E R ESERE
EH, T A BB A I AR E & KA REEE N . Nguyen (2009) A
N TR AT DU I S e s A S T AR B RTE AR, B DA 2 X A ]
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