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Abstract

The construction and management of the ICM is an important problem
in the development of Enterprise Group. Allocative efficiency of the ICM
has been got attention. At present, the research on the ICM is only limited
to the perspective of traditional finance, and is still lack of ICM non-effi-
ciency problem: the specialized research on the function alienation, more
rarely based on the irrational perspective. However, the functional aliena-
tion problems of enterprise group’s ICM in emerging market often can not
be answered from the traditional rational perspective.

It attempts to explain the effect of the Enterprise Group’s ICM based
on the perspective of behavioral finance to extend the perspective of the ICM
research, especially the function alienation effect.

It uses a method which combines theoretical research with empirical
research to study the Enterprise Group’s ICM effect based on the irrational
behavior financial perspective, in particular, to study the mechanism of
functional alienation effect. Based on the analysis of the psychological and
behavioral biases, analyzing the three specific alienation case of the Enter-
prise Group’s ICM alienation effect in the emerging markets, as investment
alienation(mainly over-investment or under-investment), department man-
ager for rent-seeking and the transfer of benefits (or interests encroach-

ment).
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First of all, it reviews the current theoretical research on the ICM,
summarizes the theoretical basis of the ICM research based on rational per-
spective of the New Institutional Economy. Secondly, it reviews the theory
and the literature of the behavioral finance, summarizes the shortcomings of
current research in behavioral finance, and points out that the field of be-
havioral finance has broad application prospects-the research on the Enter-
prise Groups' ICM in the emerging markets. And then, it proposes the
framework for the interpretation of the effect of the ICM, based on the the
full perspective of rationality(including bounded rationality) and irrationali-
ty. Besides., it also proposes the framework for the research on the effect of
the ICM based on the perspective of psychology and behavioral finance, in
particular, for the research framework of the function alienation effect.
Eexplaining the three alienation function and its results of the ICM in emer-
ging markets using different behavioral and psychological deviation mecha-
nism, it proposes some propositions that can not be explained based on the
rational perspective; enterprise group’s ICM over-investment and under-in-
vestment is largely due to the external investors’ irrational response to the
group managers’ rational. The excessive optimism of the group managers
may mitigate or exacerbate over-investment and under-investment; segment
manager’s rent-seeking may be the result of the response to the group’s
headquarters’ irrationality, and the irrationality of the group headquarters
and its segment manager is mainly due to the psychological deviation during
the cognitive processes, emotional processes and will process; The transfer
benefits of the ICM of the enterprise group in emerging markets will not
necessarily lead to benefits encroachment. The irrationality of the outside
investors and the group’s internal managers will not necessarily lead to the
inefficent transfer of benefits. These findings are more in line with the real-
ity of our country in the context of that enterprise group in China is not lis-
ted as a whole. At last, it uses before-points analysis method to have em-
pirical research on the basic proposition of the three functions alienation of
the ICM, respectively using the Q method which is based on the behavioral

and on-site research, statistical quantitative analysis method which is based



on events and guestion naires, and statistical modeling method to verify the
relevant proposition. As well, the directions for future research based on
the research findings is pointed out.

This book attempts to study the enterprise group’s ICM to make rele-
vant contributions based on content, perspectives and methods, and to pro-
vide guidance based on the behavior in terms of ICM practice of enterprise
groups in China. Theoretical innovations include: proposing the new point
of view on the function alienation effect of ICM; proposing a new perspec-
tive of ICM based on behavioral finance research; introduction of a new
method-Q method which is a face-to-face study method based on the behav-
ior and on-site visits; Establishing a framework on the effects of the ICM,
particularly those based on the behavioral study; proposing a new model for

testing the ICM efficiency with irrational factors.
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