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ABSTRACT

During the development of the theory and practice of corporate
governance, there appears a problem called “monopoly shareholder”
excised in Chinese listed company, which always affects the normal de-
velopment of securities market. However,researchers have not paid suf-
ficient attention to the study of how to bring the large shareholder gov-
ernance into full play. Holding a majority shares, the large shareholder
not only has the capability and motives to affect the activities of listed
company, but also affects the efficiency of corporate governance.
Thus, in-depth research for the role of large shareholder on corporate
governance is likely to enrich the theory of corporate governance and to
improve the performanee of listed company in China.

This book focuses on the large shareholder. Based on literature re-
view, the book makes a systematic study on the characteristics of large
shareholder, the monitoring of large shareholder, the encroachment of
large shareholder, the competition and cooperation of large shareholder
etc. On the basis of the data of 328 listed companies from 1999 to 2003
and its sub-sample of 101 companies from 1999 to 2007, the book a-
nalysises the effects of the size of large shareholders, the competition of
large shareholders and the identity of large shareholders on company’s
board and performance respectively.




The book consists of the following chapters:

Chapter 1 is the introduction. First, it points out the background,
the question of the book focused and the method used, makes a sum-
mary of the theory of corporate governance, and discusses the goals of
enterprise. Second, it put forth the hypothesis, study model, the meth-
od of the study and contents of the book.

Chapter 2 is the theory of shareholder. In order to make out the
effects of large shareholders on corporate governance, it is the base to
analyses the theory of shareholder. Based on the concept of sharehold-
er, it studies the types of shareholder firstly. Then, it analyses the
rights and responsibilities of shareholder, the protection of small and
medium shareholder, and the interest conflicts of shareholders. Third,
this chapter analysis the characteristics of special big shareholder, the
institutional investors, and discusses the new word of “ideal sharehold-
er”. Fourth, the chapter investigates the historical change of the role of
shareholder.

Chapter 3 is about the theory of large shareholders. First, the
chapter makes a summary of the characteristics of large shareholder be-
cause large shareholder is the studying subject of the book. Second, it
analyses the influence factors of ownership. The third part makes a
model analysis on the monitoring of large shareholders. Fourth, it focu-
ses on the harming behavior of large shareholders on small and medium
shareholders from the points of which impacts on the stock market and
the reasons and extent of the harming. Fifth, based on the game theo-
ry, it discusses the competition and cooperation of large shareholders.
Sixth, using the knowledge of possibilities theory, it measures the con-

trol right of the largest shareholder. The conclusions are as follows:




ABSTRACT |

(DIt is better for the large shareholder rather than other shareholders to
monitor the listed company. The efficiency of the monitoring of large
shareholder is lower than the maximum level because the monitoring is
public goods. @The encroachment of the large shareholder is rational
action to compensate the cost of his monitoring. Consequently, in order
to decrease the encroachment of large shareholders, it is necessary to
use the mechanism of publishment and compensation at the same time.
@It is easier for them to collaborate rather than to compete with each
other if they are rational.

Chapter 4 is about the relationships among ownership, the a.mdunt
of large shareholders and corporate governance. First, it analyses the
relationships between ownership structure and performance, and that of
the number of large shareholders and performance. Second, it investi-
gates the distribution of the size of large shareholders. Third, the chap-
ter makes an empirical study on the amount of large shareholders and
performance. The results show that; (DFor the steady development of a
company, there is a maximum concentration of equity, the size of large
shareholders and a series of equity structure io make the performance
best. The size of large shareholders who hold no less than 1% share of
a company is significantly related to some characteristics of director
board and performance, which implies this kind of shareholder is im-
portant to improve the perfonﬁance.

Chapter 5 is a study on the relationship between the competition of
large shareholders and corporate governance. On the principle of “one
share one vote” , the role of large shareholder is very important in cor-
porate governance, and the competition among them for the control

right will also impact the corporate governance. Based on the literature




review, the chapter puts forth the outline and hypothesis about the
competition of large shareholders, investigates the state of competitive
shareholder structure about listed company in China, and empirical
studies the impacts of the competition among large shareholders on the
characteristics of board and performance. The result shows that the
standard deviation among the percentage of share held by the top 5 lar-
gest shareholders is significantly related to the performance and the re-
lationship takes the form of U structure.

~ Chapter 6 is the analysis about the relationship between the identi-
ty of large shareholders and corporate governance. During the period of
state-owned company reforming, the identity of large shareholder has
many types which possible impact the corborate governance. Therefore,
the chapter makes an empirical study on the influence of the identity of
large shareholders on the characteristics of board and performance of
company, and also makes an empirical study on the influence of insti-
tutional investor on the characteristics of board and performance of
company. The results show that: (D the total percentage of share held
by the state among the top 5 largest shareholders is significantly related
to the sizes of supervisory board and directors or supervisors who also
hold board positions at other companies. Besides the above impacts,
the percentage of un-traded share is positively related to the size of di-
rector board significantly. @ The percentage of share held by the un-
state shareholders is positively related to some indexes of performance
significantly, and the percentage of the state-held share is not related to
the performance significantly. Moreover, the percentage of traded share
is positively related to some indexes .of performance significantly, and

the percentage of un-traded share by large shareholders is negatively re-
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lated to some indexes of performance significantly. These results imply
that it would improve the performance by the way of deereasing the per-
centage of state-held share and raising the percentage of traded share.
(@ The percentage of share held by institutional shareholders in the top
5 largest shareholders is positively related to the profit for each share,
the net assets for each share and the profit ratio of net assets. And
these relationships are significant. But it is not significantly related to
the market value. The results imply that the institutional large share-
holders pay more attention to the long-term rather than the short-term
performance. In order to enhance the performance and steady develop-
ment, it will benefit listed company to raise the percentage of share
held by institutional shareholder.

Chapter 7 is about the relationship between the share ratio of large
shareholder held and board behavior. Board of director is the most im-
portant mechanism of corporate govemanée, and the ownership of large
shareholder possible impacts the mechanism. In order to analyses the
relationship between the share ratio of large shareholders held and
board behavior, the chapter makes a literature review about board be-
havior. Based on the review, the chapter makes two empirical studies
one is on the relationships between the share ratio of large shareholders
held and the board behavior, and another is on the relationship be-
tween the share ratio of large shareholders held and board performance.
The results show that: The traded share ratios of the top 3 shareholders
have positive effects on monitoring function of board in the 5% level;
the share ratio of the top 3 large shareholders has negative effects on
strategic function of board, but the traded share ratio of top 1 and top 3
shareholders has positive effects on strategic function of board in the
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1% level. The resulis also show that it is a feasible road to improve the
monitoring and strategic function of board by reducing the share ratio of
country held and increasing the share ratio of other shareholders’ held.

Chapter 8 is the conclusion and forward of the study. In the chap-
ter, it also points out the potential defects and topics in further.
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