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Abstract This paper develops a framework of dual-class equity structure, which is used

to investigate the effects of rights offerings on the value of tradable shares and non-tradable
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shares. The paper analyzes the redistribution effect and the equity cost effect of rights issue,
and the freeriding behavior in rights issues. The paper is helpful for us to understand the de-
fects of dual-class equity structure and institutional arrangement governing the rights issues of

Chinese listed companies, and useful for explaining some important phenomena about Chinese

stock markets and listed companies.
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