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ABSTRACT

This paper explores the influence of a family firm on the value of corporate cash holdings.
We develop four hypotheses based on the ownership structure and agency problems to explain
the relationship of the cash holdings of a family firm and the performance. The empirical results
show that the value of cash is lower in family firms than in non-family firms. Furthermore,
when the family firm has the cross-shareholding or pyramid structure characteristics, the
performance of the firm will be worse. Meanwhile, this study finds that the firm with higher
degree of divergence in a controlling shareholder’s voting and cash flow rights, the performance
of the firm will be worse. These findings are consistent with the entrenchment hypothesis. The
degree of divergence in a controlling shareholder’s voting and cash flow rights of family firms
has a significant negative correlation to firms’ cash holdings.
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