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Abstract

The development trend of economics is the gradual syncretism with other
social science interrelated closely with economic issues, that is, practical needs
determine the focus of theoretical research. The study object of this book is in-
vestors’ legal protection. The aim of blending economic analysis with legal is-
sues is to find the mechanisms and channels to increase the degree of in-
vestors’ legal protection in the theory and to confirm the propositions using
countries’ data. There are four sections including eight chapters in this book.
Sections 2 and Section 3 tend to theoretical analysis. It proposes the endoge-
nous substitute mechanisms and channels of shareholders protection. Section 4
tests those propositions by using data of transition economies and China. The
main content of the book is structured as follows:

Section 1, including Chapter 1 and Chapter 2, proposes the dominant
theme of the book. By referring to research background and significance,
Chapter 1 deduces the importance of investors’ legal protection. Chapter 2
overviews the issues on determinations and consequences of investors’ legal
protection, after introducing the concept, meaning and measure of investors’
legal protection.

Section 2, including Chapter 3, examines the determinants of investors’
legal protection in theory. Referring to endogenesis of investors’ legal protec-
tion, the chapter’s aim is to find the determinants of investors’ legal protec-
tion in theory. The establishment of legal rules involves legislation and litiga-
tion. The book establishes a formal theoretical model of lobbying on litigation,
based on the analysis of legislation, litigation and their interaction. The model
demonstrates that the degree of investors’ legal protection is determined by
legislation, litigation and their interaction. There can be boil down to two in-
gredients: the degree of judicial independence and the difference in endow-
ments of the related interest groups. By referring to the historicam description
and empirical study, the chapter elaborates the strong relativity between the
degree of investors’ legal protection and two ingredients above. So the book
establishes an analysis framework integrating three theoretic explanations that
are about the difference of investors’ legal protections across countries.

Section 3, including Chapter 4 and Chapter 5, studies the substitute
mechanisms and channels of investors’ legal protection. Chapter 4 examines
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substitution effect of ownership structures in a given legal environment. It
considers how an entrepreneur deals with agency problems on designing own-
ership structure under the condition of (1) hiring a manager to operate the
project and (2) operating the project himself. On the basis of credit contract
enforcement, Chapter 5 proposes informal enforcement mechanism depended
on informal finance is a substitute of creditors’ legal protection.

Section 4, including Chapter 6, Chapter 7 and Chapter 8, confirms the
propositions by using data of transition economies and China. Chapter 6 pre-
sents the situation of investors’ legal protection firstly, compares practical ex-
periences in Poland, Russia and Czech secondly, and studies the governance
ownership structure when the law is poor. By contrast, it also confirms the
propositions on substitute ownership structure when the law is poor finally.
Chapter 7 examines the degree of investors’ legal protection in China. Then it
tests three hypotheses by using data of listed corporation in China and a case of
fighting for corporation control, in order to prove that performance by ac-
counting return decrease firstly with ownership of the largest shareholder and
then increase, and performance by accounting return significantly decrease
with ownership of the second largest shareholder, and ownership of the second
largest shareholder is small. On the base of theoretical analysis above, Chapter
8 puts forward some feasible suggestions of legal reform in China.

The book focuses the related issue of investors’ legal protection. It looks
for the channels to increase the degree of investors’ legal protection, by exam-
ining some substitute mechanisms. As determination investors’ legal protec-
tion, the author interprets the differences of investors’ legal protections across
countries in an analysis framework, using the degree of judicial independence
and the difference in endowments of the related interest groups. As substitute
effect of ownership structure, the book examines substitute effect of inside
ownership and outside blocks’ monitor. As substitute effect of creditors’ pro-
tection, the book proposes dual finance is corresponding with difference en-
forcement mechanism of contracts. Informal enforcement mechanism depend-
ed on informal finance is a substitute of formal enforcement mechanism de-
pended on formal finance, when the law is poor.

[Key words] Investors’ legal protection, Ownership structure, Judicial
independence, Legal origin
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