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Table 1 Definition of Variables
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ErieEke Age dalb ETTEEFRDN 1 A SR XL
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Table 2 Resutls for Descriptive Statistics

wER OWE PAE mEE BRME RKE
RisT 0.036 0.026 0.032 0.005 0.182
Lay 2.563 2 0.977 1 6
Coml 3011 2 1.870 1 12
Com2 3.912 2 3.886 1 25
Siz 21.959 21.819 1.159 19.647 25.400
Lev 0.510 0.523 0.183 0.079 0.887
Age 2.416 2.485 0.347 1.609 3.178
Roa,_, 0.036 0.031 0.050 -0.148 0.194
Her 0.157 0.118 0.126 0.008 0.562
ES 0.617 0.733 0.354 -0.899 0.971
Ins 32,721 31.241 24.911 0O 86. 730
Tob 1.729 1.388 0.952 0.898 6.149
Pro 8.532 8.760 2.088 0.290 11.800

M AEHIS589, TR,



156 B R ( Journal of Management Science)

2019 4£ 11 A

FEHE A AR AE W i (L

FTIHH AR & FIELEW T A Al KR &
. BR3WH, FEIFTEUFTENEFIERRE
BL2EMIEEL , X B LR & KT 622%,
SFHEEMARFEIMARE2EERPE2RE M3
=, #F 5T 8 R 59 70.550%F1 63.979% ., A Bf 7R ik K
W HEETFERAMETHSEWE RENEM, &
WREAEEAZLRBHBL. REATS,&F
BZGCAE, 4l KR AR FH Y ) 40,034, 24 & F
ERRRKTH TS5, 4l RE &8 59 ) fH 40.039,
HEWRA N14.706% R 38, W E L FIEEMEREN
K, 4 ok KRS AR 3 A9 B8 08 4> Bl 2 R 9.091% Fn
15.152% . H, ¥ 18 B B iiF .

HTHAEZELAEMNE R, AR oW ER
Z 18] B AH G4, 45 R L k4. B AT H1 L BR Lay 5 Com

MAXARBON ZREBHXRBAEMNENEKEN
0.470, B Lay 5ComB R EH MM X RE, BREEMN
HAER—ERPER B R TERKA
FoR1359, MBI AFETEMN S TR,
4.2 ORSRAI

T KXWERBER, mBETRY N 4
R RS, BBTERSNANEFERZR &FHELS
WEEEIMEFIEEMERE2 RSWEIHE R %
B, Lay @ [l )3 RECAE1% K- E B ENIE, RHEF
EREGMZ, 4l K s & K F 8 o Coml 1 Com2
MEIHARBBEERNE, WAL FEERRE 2, 4
Al KBS & 48 K L H, 18 B 58I .

5 41 7 B i [ )3 45 5 5 JOHN et al."™ (LI et al."™
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Table 3 Corporate Risk-taking under Different Pyramid Structure

FEE | BAS  h/%e  HE hOE FRMEE
1 616 6.424 0.034 0.027 0.026
2 4934 51.455 0.037 0.026 0.032
ETFIEIZR 3 2701 28.167 0.036 0.025 0.032
4 851 8.875 0.036 0.026 0.030
=5 487 5.079 0.039 0.030 0.031
1 613 6.393 0.033 0.027 0.026
2 4 474 46. 658 0.037 0.026 0.033
3 2291 23.892 0.036 0.025 0.031
ETFHEHMERE 4 1 089 11.357 0.036 0.026 0.030
[5,6] 682 7.112 0.040 0.029 0.033
[7,9] 241 2.513 0.034 0.025 0.026
=10 199 2.075 0.036 0.027 0.031
1 610 6.362 0.033 0.027 0.026
2 4 415 46. 042 0.037 0.026 0.033
3 1720 17.937 0.036 0.025 0.031
4 822 8.572 0.037 0.027 0.030
ETIEEMEIRE?2
ESi7] 858 8.948 0.038 0.026 0.034
[8,9] 506 5.277 0.038 0.028 0.031
[10,16] 486 5.068 0.032 0.025 0.025
=138 172 1.794 0.038 0.031 0.032
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Table 4 Correlation Coefficients

A RisT Lay Coml  Com2 Siz Lev Age Roa,_, Her ES Ins Tob Pro
RisT' 1 0.013 0.005 -0.04 -0.075""" -0.019" 0.003 -0.127"*"-0.050""" - 0.410""" -0.136"" 0.143""" -0.039 """
Lay 0.010 1 0.738°"" 0.731"° 0.043"  0.014 0.187°*"-0.003  -0.006 0.013 0.150°"* 0.035°""  0.029""
Coml 0.014 0.879°"" 0.797°*" 0.001 -0.030""" 0.129°"" 0.044°"" -0.070 """ - 0.015 0.131°"* 0.052°""  0.080 """
Com2 0.013 0.882°"" 0.960""" 1 0.069°*" -0.004 0.148°"* 0,029°"* ~0,074""" - 0.006 0.159°** 0.028°"" 0.082"""
Siz -0.147°" 0.046%°" 0.031°°" 0.048""" 1 0.344°°° 0.159°°" 0.183°"" 0.278"*" 0.014 0.4137°-0.335"""  0.111°*"
Lev  -0.086"*" 0.021*" -0.008 0.004 0,349 1 0.078°%°-0.346"** 0.015 0.128%** 0.015 -0.312""" -0.026"*"
Age  -0.005 0.1807"* 0.143°* 0153 0.177* 0.078"" | -0.021°° -0.121°"7-0.022"  0.180 """ 0.0487°" 0.144"*"
Roa,_; -0.041"** -0.007 0.032°** 0.03* 0.192*" -0.350"*"-0.025"" 1 0.109*** -0.099*** 0,306°*" 0.185*"" 0.099"**
Her  -0.037°"" 0.000 -0.056"""-0.063""" 0.237**" 0.021"* -0.137""* 0.112*** | 0.034*** 0.190™*-0,160""*  0.006
ES  -0.470"" 0.019" -0.000 -0.002 0,032 0.150°""-0.002"" -0.114™°" 0.047°"" 1 -0.080 """ 0. 14777 -0.035"""
Ins  -0.096°" 0.150™" 0.171°"" 0.185""" 0.406""" 0.013 0.210°"" 0.321°°" 0.185°""-0.075""" 1 0.242°°" 0.186""
Tob 0.151°"" 0,046 0.079°"" 0.069"°"°-0.374""" -0.303""" 0.089""" 0.181°""-0.202"""-0.1297"" 0.286""" 1 0.054°"
Pro  -0.029°"" 0.029™" 0.082°"" 0.083""" 0.114"°" -0.027""" 0.165""" 0.110°"" 0.006 -0.035""" 0.200°"" 0.104*"" 1

o %A B T 5 #  Speaman 48 % 4, 5 ) 245 £ 048 ) Pearson AR £ R 45T A 1% R AT, AU R
FHAT, AHI0% L EFEAT, TH,

R EFBEHNSEWRAKKE

Table 5 Pyramid Structure and Corporate Risk-taking

g RisT
0.004°** 0.095"*" 0.096"""
BT (12.042) (12.092) (12.289)
B ltkt
Liy 0. 00
(3.264)
Coml 90002
(2.107)
Coiid 0. 0002
(2.128)
Si -0.002"""  -0.002°" -0.002"""
iz
(-6.927) (-6.930) (-7.051)
0.011 " 0.011™* 0.011"""
Lev
(6.030) (6.055) (6.078)
0.004""" 0.004 """ 0.004 """
Age
(4.567) (4.951) (4.931)
-0.087°"" -0.088""" -0.088"""
Roa:—l
(-13.248) (-13.383) (-13.316)
0. 006 ** 0. 006 *** 0. 007 ***
Her
(2.551) (2. 666) (2.729)
ES -0.040"""  -0.040""" -0.040"""
(—49.522) (-49.447) (-49.461)
I - 0.0001*** -0.0001""" -0.0001"""
ns
(—6.242) (-6.073) (-6.101)
Tob 0. 005 *** 0. 005 *** 0. 005 ***
(/]
(11.391) (11.392) (11.377)
Yea il Ind il il il
ViR R 0. 288 0. 288 0. 288
F1{H 115.297***  115.040*** 115.043*""

E AT PHMES AT, TR,

A Loy A RECEFE HIE, WHHAA KSR
FF A Al , RS 7K 4H K O 38 R L 3 5 Age Y B IS
FHBENIE, 50 4 A E TR AR 4l KR
ARFE K P . A0 5T R A ) S B AR R AR A
W EFERE S, Roa, WY M IH R B % H 1, 50
FRE ) 22, A olk B J A% B 3h B  Her 1) [8] 19 R
B E R IE , 15 B 4l oy Al R B AR AT RE S 9 R
R EhHL2E 0L, T SO A8 SR YR B9 IR KU T H 5 ES
RIEIH R BB E N A, EAAEF RS, SR
4% I 3 4 K T BRI ; Ins B 18105 3R 308835 O 1, 6B AL
Fa 35 BT 3 45 P Eb 01 AR R, A A1) R A ) T R K
T 72 {5 £ Ml o I XU e A 4 7K OF 5 Tob i [B1 15 2R 3 B &
HIE RIS Z , 482k 5 KR R4
BRI E AR A K R

A 5T 3t — 5 43 B AE AR [ 4% 4 ) Nk T 4 4
TRFEEEMT Ak R AME KGR, [IEH5R L
6,525 ~ HAF G EA LM AR SR, ES
B~ HEER S AR LR, B
B, EEEA WA, Lay,Coml Fl Com2 i) [B] 15 £
B EENIE, €£EAE 4 453X 278 8 5 15 R
WARRZE, RS FIEERE X KR AEY
EMEREEEA SN HEHE,H, B 8T,

RIMEBSH/H M )X MEHER M BETEY
Mk AR AE., RTHBEBRTEM N IEFIEE
B eFREMERE NS FIBESWE M2, K0
REBBREERPEBRATHAYEBEH T HPA
AT EIE, 25 ~ AT G B R AR A
HIREARIAE R, BST ~FTI EHHBRERP =
HW AR R R ., RTEIHE R RN, £ 87 H R
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Table 6 Influence of Pyramid Structure on Corporate Risk-taking under Different Property Right

RisT RisT
Ap i
EA EEE Ak
: EEE ;i EE ) LR 3 LR ! R ; 4 2(**
RIS 0. 065 0. 066 0. 067 0. 161 0. 161 0. 16
(7.123) (7.285) (7.324) (10.051) (9.998) (10.096)
Lay 0. 0005 0.002**"
(1.367) (3.111)
0. 00003 0. 0004 *
Coml
(0.154) (1.862)
Com? 0. 000005 0. 0093 b
(0.057) (2.626)
Yea I Ind il il ) il il £l
AR F il il i il il F il
B g 6 527 6 527 6 527 3 062 3 062 3062
R R 0. 292 0. 291 0. 291 0.292 0. 291 0.291
F{H 82.391""* 82.311°* 82.310*" 39,258 38.990**" 39,138

RT FTARBRERFPAETEFESHANEWNARRKIENRNR
Table 7 Influence of Pyramid Structure on Corporate Risk-taking under Different Investor Protection

RisT RisT
AR
R E R T ERPE
i 0. 079 0. 079 0. 079 0.115 0.119 0. 120
(7.345) (7.307) (7.313) (10.027)  (10.407)  (10.531)
0. 0003 0.002***
Loy (0.711) (3.577)
’ 0. 00006 0.001*
Coml
(0.318) (2.455)
0. 00004 0. 0004 ***
Com2
(=0.377) (3.364)
Yea fll Ind il et il il il il
E bl Sy £yl kil 5 2 il s
REA Bt 4705 41705 4705 4 884 4 884 4884
R R 0. 251 0. 251 0. 251 0.335 0.334 0.335
F {8 47.412°  47.396°°  47.398*""  77.794**  T7.475*  71.724""

BRAZRPFHAILETEMNERRBH AL E, K
A & 7 B A5 M 5 A ol LB AR 1H B9 IE 18] 9% &R U AE B BT
ERVPBEENHXIE,

M BERIMNNETFERER EFEEWH
HREl GTFBEMA KB R MMNSBEHR

P B, FKBEIHES KK, Lay.Coml Hl Com2 )
FEHEHHMAEI% K FEEERNE. 5 FEXERAE
8l o Pro iy [0 1H R B3 B 35 8 E , B3 B v 4ok ir 7
Ho X 3 B 3 R P BT, A ol RURS R 4 K T B .
MAEETAFREHBEERA, R GFHBRERP
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Table 8 Influence of Investor Protection and

Pyramid Structure on Corporate

Risk - taking

i RisT
0. 087 *** 0. 090 *** 0. 091"
PR
(9.915) (10.992) (11.298)
0.001"° 0.0005° 0. 0004 **
Pro
(1.838) (1.859) (2.166)
Lay 0. 004
(2.898)
Pro- Lay - 0. 0003
(-2.204)
Coml 0:002
(3.034)
Pro+Coml =
(-2.632)
Com2 0001
(4.214)
Pro-Com2 = 8001
(-3.835)
Yea Fil Ind Eickiil e il
Jas it AE i il fas il
HAE 9 589 9 589 9 589
WHEE Y R’ 0. 289 0. 288 0. 289
F1{H 109.071"""  108.914"*" 109.223*""

REAE 55 (b A= AN RS & F IR R 4 RS &
KB L, H, 18 B 5.
4.3 BREER

AUFA AT E T EURMEN A, R TRE, &40
HEREAH IR, A XEBA] ) 4FH R

(D) AHRRAIM T EHTANEENK. O&
RFESHPAEREN  &EFEREMARE S0
PR ARHH B2 E MG, B X — S5 al B R 25 A A
i) 5, B L bk g 4 i B R R X & FIE S A Al
MR R =, FRARRMBELEXNTES K
T, KRR =X F—7k ik & FIE R R
HAEEN T RAEMSy, B BB/ T
5 ) U A B9 P A e) A (] E SR L ERO. RS LT B
WERZERS, TETRHARBIEI1%KFERBE
AEFRABINBEETFIEERME RENLAHEE
HE2H B AR &t Lay I Com i [0 5 RES R B &
AHE,MNMBIET AHRERIEZ.SBENIICAHH
RAMKREREDN I MAREFFE M TEF L
fo1] | B 2 HF R LL 0 B 3 5 B RN M (X GDPAE D 45 1
AR, L% i W B TR B A, [ H 5 R 5 RT3
— 5, @A DR R X & B R ok — B E R
B X Rk, ARG RIFRRERE,

(2) % B JOHN et al.'"! FACCIO et al. ™ #1 BOU-
BAKRI et al. ' BF 53 77 ¥ , A BFFE LAS & 0 — S W
B B, o B 1 A olb B A 4 () e R R B/ I 2 ATk
T8 #E 1Y Roa 19 22 4 , W & 4>k KBS AR 480, X A= BF 5% (R
WEFEITRE, SRR REETEEEL,

(3) #% FRLA PORTA et al." '3 45 il ¥ B & 19 58 L,
BMmEFAGERS BRS A ERN LA LT A
Ar20%LL E R B SR E sk EE R

RITATRZENOPER
Table 9 Regression Results for Instrumental Variable Method

1 By EIH SR TEARRIHMER
A g
Lay Coml Com?2 RisT

_— ~0.314 0.853*  —3.657***  0.094**  0.094* 0,096

(-1.230)  (1.781)  (-3.680)  (11.851)  (11.827)  (12.269)
s 0.966°*°  0.988*"*  0.978"*"

(46.388)  (50.516)  (48.055)
5 0. 001 * 0.001°  0.0005°

' (1.803)  (L731)  (2.825)

Yea Fll Ind £yl kil 5 2 il s
HHIE A il kil il 2 5 il eyl
BeA Bt 9 589 9 589 9589 9 589 9 589 9 589
BN R 0.229 0.247 0. 241 0.288 0.288 0.288
Fis 84.680°**  93.746°*  90.510°""  115.069°** 114.964*** 114.925"*"
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Ultimate Controller, Pyramid Structure and Corporate Risk-taking

LIU Zhiyuan,GAO Jiaxu
Business School, Nankai University, Tianjin 300071, China

Abstract ; Risk-taking enables companies to obtain higher returns on their investments, and facilitates the long-term growth of the

national economy. It is common for the ultimate controller to exert decisive influence over important decisions of the controlled

enterprise through a pyramid structure. Existing studies have mainly focused on tunneling by the ultimate controller to analyze the

adverse consequences of the pyramid structure. However, there has been little interest shown in the positive effects of this prac-

tice. This study examines whether the pyramid structure affects the risk preferences of the ultimate controller in a way that has a

positive effect on the operations of the enterprise. The findings enhance our understanding of the impact of the pyramid structure.

Using portfolio theory, principal-agent theory, asset substitution theory, and resource-based theory, this study theoretically



55 6 H XA S LRI H N ST S LR A& 163

and empirically analyzes the mechanism by which the ultimate controller influences corporate risk-taking through the pyramid
structure. We identify the wealth diversification effect, private benefits of control effect, risk transfer effect, and resource superi-
ority effect. Using manually collected data on the pyramid structure of Chinese listed companies from 2004 to 2013, we apply
multiple regression analysis to systematically investigate the relationship between the pyramid structure and corporate risk-taking,
as well as the moderating effects of ownership property and investor protection on that relationship. In addition, we conduct a se-
ries of robustness tests to confirm the validity and reliability of our findings.

The empirical results show that the greater the number of levels and complexity of the pyramid structure, the higher the de-
gree of corporate risk-taking. In addition, the promotional effect of the pyramid structure in relation to corporate risk-taking is
greater in non-state-owned enterprises than in state-owned enterprises. Meanwhile, investor protection can help to weaken the re-
lationship between the pyramid structure and corporate risk-taking. The results show that the pyramid structure promotes the tend-
ency of the ultimate controller to increase risk-taking by listed companies and weakens the conflict of interest between large share-
holders and small shareholders in relation to risk-taking, which is beneficial in terms of enhancing corporate value.

This study makes several contributions to the existing literature. First, the conclusions of this research confirm the positive
effect of the pyramid structure on corporate risk-taking, which provides a new theoretical perspective for a comprehensive under-
standing of the advantages and disadvantages of the pyramid structure. Second, our findings enrich the body of research on corpo-
rate risk-taking. Finally, the research results provide guidance for concerned regulators in relation to promoting regulations. We
propose that regulators should acknowledge the positive role played by the pyramid structure while preventing the possibility of
tunneling by the ultimate controller.

Keywords ; ultimate controller; pyramid structure ; corporate risk-taking; investor protection ; property right
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