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Balance Mechanism of Control in Mixed Ownership Enterprise
——Case Research Based on the “E Wushang Control of Contention”
HAO Yun-hong, WANG Qian

(School of Business Administration, Zhejiang Gongshang University, Hangzhou 310018, China)

Abstract: Governance structure in mixed ownership enterprise is the most important problem for deepening
the reform of national firms and promoting the market comprehensively in China.The power of the second largest
shareholders in private companies is strengthing along with state —-run equity and the private equity integration
deepening. Because an ineffective balance of equity relationship between those capitals will directly lead to the loss
of efficiency, which is caused by conflicts of control. It is necessary to know motivations, paths and ultimate
results of equity balance between the state—run equity and the private equity, in order to find the solution of
incentive compatibility between these two equities. This paper studies the balance mechanism between the second
largest shareholders in private companies and the largest shareholders in stated—owned companies based on the case
of “E Wushang” after Chinese equity division reform, according to the new characteristics of equity structure of
listed companies and the theory of shareholder relations. The results show that appropriate control contention
between the private shareholder and the state —owned shareholder is consistent with efficiency principle. The
motivation of balance mechanism is affected by ownership properties, cash flow rights and shareholding ratio. Equity
participate shareholders can balance the large shareholders by introducing associated shareholders, striving for board
seats and application of law. It explains second—largest shareholder’s influences in the mixed ownership enterprise
from ownership control perspective, which provides a reference to reconcile “control conflict” between private
shareholders and state—owned shareholders in state holding enterprises.
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