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Abstract 

 

   We examine the impact of disproportional ownership structure on corporate innovation. We 

measure firm innovation by the number of patents and the number of citations per patent of the 

firm. In firm fixed effect models, we find that among dual-class firms, the wider the divergence 

between the insiders’ control rights and cash flow rights, the less the firms innovate. However, 

such negative effects are significantly mitigated by greater institutional ownership, more 

product market competition, and the presence of active founders. We also use the propensity 

score matching method to compare dual class firms and single class firms, and find that dual 

class firms innovate significantly less, compared with similar single class firms. Overall, our 

results support the agency view against the long-term value creation view of disproportional 

ownership structure.  
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