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Abstract

According to Berle and Means (1932), ownership dispersion hypothesis interprets the
separation of ownership and control. However, it’s not always true for public-listed
companies in reality. The control of dominant shareholder is enhanced via pyramid and
cross-holdings among firms even when there’s no concentrated ownership. While voting
rights exceed cash-flow rights, the negative entrenchment effect is induced, thereby
reducing the corporation valuation. We apply the concept of Shapley Value by Guedes and
Loureiro (2006) on the non-financial companies publicly listed in Taiwan during the period
of 2006. Our sample consists of 624 firms and we measure the degree of corporate control
by the largest shareholder using the Shapley Value. We apply a threshold model to estimate
the non-linear relationship of control right and corporate valuation, and investigate the
impact of dominant shareholders control right to corporate valuation. The empirical
evidence indicates that the main shareholder is induced when the Shapley Value is above

the estimated threshold.

Keywords : Corporate Valuation, Ownership, Control Right, Shapley Value.
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