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Table 1 Regression Analysis Results on Control Rights Benefits, Entrepreneur Human Capital Specificity
and Exclusiveness Influence the Residual Control Rights Allocation in Different Types CVC-Backed Firms
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Table 2 Regression Analysis Results on
Control Rights Benefits, Entrepreneur
Human Capital Specificity and Exclusiveness
Influence the Special Control Rights Allocation
in Different Types CVC-Backed Firms
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Empirical Research on Control Rights Allocation
in Corporate Venture Capital-backed Firms

WANG Lei
School of Business, Jiangnan University, Wuxi 214122, China

Abstract ; Control right governance constitutes an essential part of corporate governance. Control right benefits, resulting from the
allocation of control rights serve as an important incentive to attract investment, be it physical capital from venture capitalists or
human capital from entrepreneurs. Based on the incomplete contract theory, this study examines control right allocation in corpo-
rate venture capital ( CVC) -backed firms. And control rights benefits are analyzed from the prospective of corporate venture capi-
talists and entrepreneurs in CVC-backed firms, including specific and exclusive characteristics of entrepreneurs’ human capital.
Furthermore, this study clarifies the relations between private and shared benefits, pecuniary returns, and residual and special
control rights of CVC investors and entrepreneurs.

In addition, the sources of control right shared benefits are analyzed from the prospective of the specificity and exclusiveness of
entrepreneurs’ human capital to determine the interactions between private and strategic control right benefits, the specificity and
exclusiveness of entrepreneur human capital, and their impacts on the allocation of CVC-backed firms residual and special control
rights.

Based on the three-year data of 110 listed CVC-backed firms in diversified trades and panel data for a mixed regression model,
this study empirically analyzes the influence of control right benefits, entrepreneurs’ human capital, and their interactions in
terms of the allocation of two types of control rights ( residual and special) of CVC-backed firms in the setting of China's econo-
my.

The results show a positive correlation with the specificity of human capital and a negative correlation with the exclusiveness of
human capital between CVC investors’ residual and special control rights. Entrepreneurs’ strategic private benefits of control
rights have a positive impact on the CVC investors’ special control right ratio, whereas the CVC investors’ control right strategic
private benefits have a negative impact on his special control right ratio. Entrepreneurs’ conirol right private benefits positively
moderate the relation between the specificity of human capital with CVC investors’ residual control rights and negatively moderate
the relation between the exclusiveness of human capital and CVC investors’ residual control rights. The CVC investors’ strategic
private benefits of control rights negatively moderate the relationship between specificity of human capital and CVC investors’ re-
sidual control rights and positively moderate the relationship between exclusiveness of human capital with CVC investors’ residual
control rights.

The empirical results indicate that since CVC-backed firms in different trades can bring different control right benefits to investors
and entrepreneurs. Consequently, the focus of CVC-backed firms on control rights and its types changes accordingly. Therefore,
it is necessary for different types of CVC-backed firms to implement classified governance over the control rights. These findings
have important theoretical reference value in improving CVC-backed firms' control right governance and control right motivation.

Keywords : corporate venture capital ; venture enterprises ; control right allocation ; human capital ; sharing benefit
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