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Innovations on Corporate Control Arrangements
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Abstract ; Snap, listed on the New York Stock Exchange since March 2,2017 ,is one of the first companies in the world
to issue dual-class stocks. Based on the case study of Snap,the research in this paper shows that,on the one hand, the stock
structure of Snap is reasonable as the weighted voting rights structure can deliver a signal to the outside investors that the
directors of Snap has confidence in their capability of business innovation and operation, and the they have a positive
prospect of the company. On the other hand, three-class stock structure separates the A-class stock holders who have no
voting right and the C-class stock holder who control the company. The structure not only fails to build a long-term
partnership agreement between A-class stock holders and C-class stock holders, but also fails to set up a withdrawal
mechanism of corporate control to reduce operation risks, which makes the development of Snap heavily relies on the
performance of the co-founders and significantly increases the corporate control arrangement risk. China capital market is
actively exploring to establish weighted voting rights scheme for stock issuance. Snap’s practice of issuing dual-class stocks
and the recent reform of Hong Kong Stock Exchange to allow companies with weighted voting rights scheme to be listed can
make us better understand the border of institutional innovations on corporate control arrangements.
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Abstract ; Using hand-collected directors’ background information, this paper empirically examines the effect of
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