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Abstract: By adopting the sample of Chinese A-share listed firms from 2004 to 2008 to set up panel model, this paper studies
the motivation for firms with different ultimate ownership types to pay out cash dividends through examining the relationship
between the separation of ownership right and control right which is brought by the pyramidal ownership structure and the
cash dividend. Meanwhile, this paper examines the effects of foreign shareholding on cash dividends under different dividend
payment motivations. The results show that: the level of dividend payment is higher for state-controlled firms, and their major
motivation to pay higher dividend is to use dividend as the “mask” to conceal the tunneling behavior of controlling shareholder;
while such kind of motivation is not significant in privately-held firms. The increase of foreign shareholding in state-controlled
firms would constrain the motivation to mask the tunneling behavior by reducing the dividend payment level, and such effect

would be more significant when the foreign shareholders come from the common law countries.
Keywords: nature of ultimate ownership; pyramid controlling structure; dividend payment; foreign shareholding
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