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Abstract: To investigate investors’ protection in China, we hand collect a sample of original private-owned listed companies that
established, owned and operated by individuals. With this precious sample, we investigate the relationships among ownership-
control rights divergence, outside block holders ownership and operating performance. The conclusion shows that there is a linear
relationship between operating performance and ownership-control rights divergence: the greater the divergence, the poorer
performance of a company. The outsider block holders” ownership count balance mechanism can significantly prevent ultimate
controller from expropriate outside investors: the better ownership count balance mechanism, the less principle-agent costs, and
the better operating performance. At last, there is an intersection between ownership count balance mechanism and the divergence
of ownership and control rights of the ultimate controller. Given the same extent of divergence of ownership and control rights of
the ultimate controller, the stronger ownership count balance mechanism can alleviate the principle-agent problem, decrease the
ultimate controller’s expropriation and improve the operating performance.
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