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Couples” Joint Holdings and Corporate Risk-taking
XIAO Jinli* PAN Yue” and DAI Yiyi*
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Summary: Studies of marriage economics have found that marriage and family characteristics affect the family’s economic
development. Building on research in marriage economics recent studies in finance have begun to explore the relationship
between marriage or family issues and corporate financial behavior. Studies have found that the marital status of company
executives affects a company’s risk preference ( Nicolosi & Yore 2015; Roussanov and Savor 2017) . Executive teams
with couples make longer-term investment decisions for companies than teams without couples ( Amore et al. 2017) . When
the two largest shareholders in a small family firm are husband and wife the firm will make fewer investments and adopt
more conservative financial policies ( Belenzon et al. 2017) .

In a family firm the entrepreneur’s family members may be involved in the company and may influence the company’s
behavior. In particular a husband and wife team has a strong influence on a company’s behavior ( Chua et al. 1999; Poza
& Messer 2001) . However the degree of participation in the company varies across family firms ( Gundry & Welsch
1994) . There is also often a significant difference in the risk preferences of a husband and wife. Therefore the
participation of a husband and wife team in a family firm may affect risk decision-making. This study integrates the two
independent research perspectives of marriage and gender which previous studies have shown can influence corporate
financial behavior. The sample consists of Shanghai-Shenzhen A-share listed family firms from the 2007 to 2015 period.
The study examines the effect of joint shareholding by couples in listed family firms on the companies” risk taking during the
matrimonial period. The study has three main findings.

First compared to family firms that are individually held by a husband or wife listed family firms that are jointly held
by a couple have a significantly lower level of risk taking that is the companies” have lower debt ratios and higher cash—
holdings. These results are robust to using instrumental variables that resolve possible endogeneity problems and alternate
metrics.

Second this study finds that in a listed family firm if the actual controller’s wife is a shareholder this significantly
increases the probability of her having a position in the firm indicating that participation in management is an important
path through which the actual controller’s wife influences the company’s risk preference. Joint ownership of shares between a
husband and wife significantly increases the probability of the company hiring female executives which also reduces the
company’s risk-taking level to some extent. Furthermore husbands who share company shares with their wives have fewer
masculine tendencies. Their more respectful attitude towards women and their relatively mild personality traits may also
make the company’s risk decisions more conservative and cautious.

Finally a further study has found that if a wife has more relatives in the company than the husband the wife has more
say in corporate decision making. If the actual controller’s wife has higher academic qualifications than her husband this
significantly strengthens her influence on the company’s decision-making. In addition the higher the divorce rate in the
region the worse the marriage and family atmosphere may be. This weakens the level of risk taking in listed family firms
where the couple jointly holds shares.

The main contributions of this study are as follows. Building on previous studies of marriage economics this study
explores the influence of husbands” and wives” different risk preferences on joint decision-making and extends the research
on family financial decision making to listed family companies controlled by couples. It broadens the perspective of the
entrepreneurial decision-making model. This study is important given women’s increasing participation in family firms”
operations in China and examines how the actual controller’s wife’s attitude to risk affects the decision making of a listed
family firm. The findings enrich and supplement previous research on family firms.

Keywords: Marriage; Gender; Couples Joint Holdings; Corporate Risk-taking
JEL Classification: G34 G38 017
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