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Family Trust Cannot Replace Institutional Constraints: A Case Study on the
Governance Failure of Zitian Technology
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Abstract : This paper takes Zitian Technology, which was delisted due to financial fraud, as an example to
study the governance failure caused by the complete replacement of "institutional constraints" with
“family trust" in some private listed companies in China. Through a multi-theoretical perspective, the
causes are analyzed, and the failure process of the decision—making, supervision, information, and
cultural mechanisms under family governance is deeply dissected. Finally, the paper proposes a path
to build a modern governance system of "institutional foundation and trust as a supplement" from
the perspectives of enterprises, regulators, and investors. The case shows that family trust without
institutional constraints is prone to financial fraud and governance crises.
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