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ABSTRACT

A series of laws and codes have come into effect over the past
twen ty years to regularize information disclosure of state-owned listed
enterprises. But, in the execution of the laws and codes, they are not
effectively implemented. Regulation execution varies much in differ-
ent situations. Sometimes, false information disclosure is severely
punished while in some cases, it escapes investigation and punish-
ment.

The existing research explains the above mentioned problem in
two ways, one is that the laws and codes are incomplete and there is
no strict regulation on malfeasance or there are no regulations to pun-
ish it at all. The other one is that due to the high cost of regulation
and inadequate regulation power, the regulation is not fully executed.
However, inadequate laws will only lead to non-punishment for the
malfeasance because there are no related regulations at all. It doesn’
t necessarily mean no any punishment for the clearly described mal-
feasance in the laws and codes. And inadequate laws cannot explain
over-regulation either. The limitation of regulation cost means that not
all the malfeasance could be identified, investigated and punished. It

is random for the punishment, but not intended selection of the regu-
.1



lation authorities. This book in based on the selective regulation theo-
ry created by Dai Zhiyong and Yang Xiaowei (2006) to analyze the
selective regulation in the regulation of information disclosure of listed
enterprises in China.

There are two contradictive objectives of Chinese security market
since the found of it. That is, one objective is to cultivate orderly and
effective market based on fair and open transaction. The other objec-
tive is to finance in the security market for the state-owned-enterprises
to ease their difficulties. Chinese security laws come from developed
market economy and the healthy development-oriented idea strictly
limit the state-owned-enterprises to ease their difficulties through fi-
nancing in the security market so as to keep the stableness of the soci-
ety as the reform goes on in China. Chinese security regulation
authorities cannot execute strictly based on the reality of China. On
the contrary, the authorities can only select between the two objec-
tives judging different political, social and economic situations. To in-
itially and purposely select regulation objects and intensity in order to
realize maximum society welfare is selective regulation. But selective
regulation harms the seriousness of execution and impersonally helps
opportunism of potential misfeasors thus has negative impact on the
healthy development of security market.

As the reform goes on in China, the state-owned-enierprises have
got rid of finance difficulties and the external environment for the

effective operation of security market has improved greatly. Under
v



new circumstances, the security regulation authorities do not need to
set the most important objective of financing in the stock market for
the state-owned-enterprises any more. In stead, the authorities should
implement more strict execution. Combined with the Chinese real-
ities, I will give the suggestions to improve the security regulation and

avoid selective regulation.

KEY WORDS: Direct Regulation Cost, Indirect Regulation
Cost, Random Regulation, Selective Regulation, Information Disclo-

sure
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