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Abstract

Contro] transfer is a complicated matter involving plenty of interest
subjects. In this course, as the part higher than the basic price, the
control transfer premium is the key common concem for hoth sides of
control transfer becanse it represents the stakeholders’ interests. With
the gradual development in the strategic course of state-owned economy
of our country as well as the fast emergence of private economy, control
transfer cases increase gradually, and the market for corporate control
has already taken shape basically. At our capital market, due to the
fact that circulating stocks and non- circulating stocks coexist, and that
control transfer occufs rhainly among non-circulating stocks, control
transfer price is generally fixed by net asset, which is far lower than the
price of circulating stocks on the secondary market. Hence, the control
transfer premium in our country refers to the part within control transfer
price that is higher than the basic price based on net asset, which is re-
markahly dlfferent from the control transfer premium studled in foreign
countries. Therefore, the traditional theories, which are used to study
and explmn control transfer of listed companies, would not be coﬁplete-
ly suitable for the study of the conirol transfer premium of listed compa-

nies in our couniry. Based on the second agency issue in agency theory
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and the issue of the big stock holders’ encroaching of the small share-
holders in the theory of the market for corporate control, the dissertation
explains the motives for control transfer and the direction of interest flow
in control transfer from the following perspectives: the perspective of the
stakeholders, the maero perspective of the market for corporate control,
the micro perspective of the target company, and the influence of target
shareholders’ stack ownership nature on the control transfer premium.
Compared with relevant researches in the past, the main contribu-
tion of this dissertation lies in: (1) it analyses theoretically the meaning
of the control transfer premium and proves that the ¢ontrol transfer pre-
mium reflects the private benefits of control. Meanwhﬂe, it proves the
existence of the private benefits of control in control transfer in ocur
country by means of the fact that the control transfer premium of non-
circulating stock agreement is higher than that of uncontrolled transfer.
(2) It finds out that buyers have different motives in obtaining control

rights on target companies of different benefit at different time. To prof- |

it-making companies, buyers expeet to get the private benefits of con-
trol. And to deficit companies, they mainly want to obtain “shell re-
sources” . Before 2002, buyers rﬁainly' want to obtain “shell re-
sources” of Ilsted companies. Afterwards they put more attention on
getting the pnvate benefits of control (3) By studymg the mﬂuenclng
factors of t‘he control transfer premium, the dlssertatlon proves the exisi-
ence of a phenomenon state-owned sellers transfer control rights to sell-
ers of non-state- ~owned corporate in “low price” and obtain control
rights from sellers of non-state-owned corporate in “ high price” . It ex-
plains the phenomenon that benefiis of control is transferred from state-




owned sellers to sellers of nnn—state-;)wned ébrpo'rate. Mgreaver, it finds
out the reason: in the course of transfer of sellers of different stock own-
ership nature, the management and creditors of target companies play a
different role. ' _

On the basis of theory review and document survey, the disserta-
tion first puis forward its topic. Then, it analyzes the system background
of our country, which serves as the practical foundation of this research.
Finally, it makes an empirical study and examination on the research
assumption of the dissertation and draws the conclusion.

The main part of this dissertation is divided into theory analysis,
system background analysis and empirical analysis.

In the part of theory analysis, the theoretical basis of the study of
the control transfer premiurm is analyzed first. It is mainly based on the
agency theory-and the theory of the market for corporate control which
are brought about after the separation of ewnership and control rights.
The study of the control transfer premium mainly focuses on the second
agency issue. At the market for corporate control, the motive for big
shareholders’ obtaining of control rights is io get control benefits and to
infringe the benefits of medium and small shareholders. Then, threugh
an analysis of current researches on the control transfer premium, the
dissertation clarifies the differences between the control transfer premi-
um of the listed companies of our couniry and that of foreign coﬁntries,
and the meaning and measurement of the control transfer premium in our
country as well. Thereafter, the topic of the dissertation is put forward.
The control transfer premium in our country is influenced more of less

by the differences between the market for corporate control of our coun-

ity m— = =
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try and that of foreign countries, the differences among the stakeholde-
rs’ motive in the course of conirol transfer and the differences among
the target companies’ characteristics. The dissertation systematically
studies the influencing factors on the control transfer premium from a-
bove-mentioned three perspectives with the aim to elaborate the motives
far control transfer and intetest flow.

In the pert of system background analysis, .the mechanism on how
the control transfer pfemium in our country takes shape is mainly ana-
lyzed. Firstly, both macro and micro factors influencing the forming of
the market for corporate control are analyzed, and the development of
the market for corporate control is described. Secondly, the dissertation
analyzes the stakeholders’ wotives in the course of control transfer of
the listed companies. Finally, the mechanism problems on control
transfer price of the listed companies are discussed. The analysis on
system background sets up a practical foundation for the study of factors
influencing the control transfer premium of the listed companies.

In the part of empirical analysis, factors influencing the control
lmnsfér premium are discussed and examined empirically. (1) In terms
of the market for corporate control, the dissertation analyzes the charae-
teristic of the market for corporate control in our country and its influ-
ence on the control transfer premium, Taking the data of control transfer
of the listed companies from 1997 to 2005 as the sample, the paper ex-
plains that the control transfer premium stands for the private benefits of
control and demonstrates the existence of the private benefits of control
through an empirical analysis of control transfer price. By analyzing the
influence of the characteristic factors of the market for corporate control



upon the control transfer premium, the paper finds out that there are re-
markable differences when control rights transfer it’s the control transfer
premium among sellers of different stock ownership nature. It elaborates
the flow of benefits of control. (2) In terms of the target companies’
characteristics of control transfer, the dissertation discusses the influence
of target companies’ characteristics upon the contro] transfer premium of
the listed companies. By means of one-factor and multiple-factor analysis
of the relevant data about control transfer of the listed companies from
2004 to 2005, the paper finds out the main influencing factors of target
companies on the control transfer premium and the role of the manage-
ment and creditors of target companies in the course of control transfer.
(3) In terms of sellers’ stock oﬁnemlﬁp nature, the paper studies the
influence of sellers’ stock ownership nature on the control transfer premi-
um of the listed companies. Through a.mﬂyzing the data of control transfer
of the listed compwﬁes from 2004 10 2005 as well as one-factor analysis of
the influence of sellers’ stock ownership mature on the control transfer
premium of the listed companies, it finds out that the control transfer
premium is significantly different when control rights are transferred a-
mong sellers of different stock ownership nature. Thereafter, the paper
makes a multiple-factor apalysis of the influence of sellers’ stéék owner-
ship nature on the control transfer premium and finds out thel: main rea-
" sons for the differences of the control transfer premium when control
rights are transferred among sellers of different stock ownership nature.

The conclusions of the dissertation are as follows:

(1) The control transfer premium in our country reflects only the
private benefits of control. On the whole, the motive for control transfer

. — ——
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is to obtain the private benefits of control. As to different target compa-
nies, buyers’ motives for control rights are different For profit-making
companies, the price influencing factors are mainly net assets per share
and benefits per share. For deficit companies, however, the price influ-
encing factor is only net assets per share. It shows that for companies of
poor performance, price fixing in the course of control transfer is fo-
cused more on their value of “shell resources” than their performance,

(2} The main factors influencing the control transfer premium are the
rate of net assets and capital structure. By anal}rzirig the 'dal,a in 2004
and 2005, the paper discusses the influence of target companies of con-
trol transfer upon the control transfer premium. The characteristics of
target companies are first divided into management characteristic indica-
tor, creditor characteristic indicator, target company performance indi-
cator and stock ownership structure indicator. One-factor analysis and
multiple regression analysis are made on the control &@der premium.

The result 'demonstrales; that rate of net assets and capital structure sig-
niﬁca!_ntly influence control transfer premium. (3) There are phenomena
that :sta!e-crwned sellers transfer control rights to sellers of non-state-
owned .éorporate in “low price” and obtain _contml rights from sellers of
ﬁon-state—owﬁed corporate in “high price” in our market for corporaté
control, which .leads to the flow of control right benefits from state-
owned shareholders to shareholders of non-state:-owned -corporate. The
reason is that stock ownership of state-owned listed companies is com-
parati‘;ely centralized. Due to the control of “inside person” , the man-
agement conspires with new holding shareholders and decreases the con-

trol transfer premium for the maximization of its own interests.
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