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Governance Environment, the Separation of Controlling Right from Cash Flow
Right and Cash Holdings: Empirical Evidence

from the Private Listed Firms of China
YANG Xing-quan' , ZHANG Zhao-nan’

(1. School of Economics and Trade, Shihezi University, Shihezi 832003, China; 2. Xinjiang Bureau of Supervision,

China Securities Supervision Committee, Urumqi 830001, China)

Abstract: By using the data on ultimate controlling shareholders disclosed by the private listed firms from 2003 to 2006, and the data on
regional governance environment of China complied by Fan and Wang (2007) , this paper investigates the relationship among governance
environment, the separation of controlling right from cash flow right and firm cash holdings. We find that, governance environment has a
positive relative relative influence on firm cash holdings; the separation of controlling right from cash flow right has a negative relative in-
fluence on firm cash holdings, but the improvement of governance environment can mitigate this influence.

Key Words : governance environment ; the separation of controlling right from cash flow right; cash holdings; private listed firms
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