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Can Split-share Reform Restrain the Overinvestment
Behavior of Controlling Shareholders?

HUANG Jing', CHEN Gong-meng',
BAO Wen-qing', CHEN Zheng-rong®

(1.Antai School of Economics and Management ,
Shanghai Jiao Tong University, Shanghai 200052, China ;
2. Research Department , Haitong Securities Co., Ltd s Shanghai 200001, China)

Abstract: From the angle of investment behavior of listed companies,
this paper investigates the expropriation behavior of controlling shareholders
and corporate governance, especially the positive effect of the split-share re-
form on restraining the overinvestment behavior of controlling sharehdders.
Based on the expected investment model raised by Richardsonin in 2006, the
results show that the divergence of control right and cash flow right has sig-
nificantly positive effect on overinvestment, but the split-share reform can
obviously weaken the positive relation between the divergence and overin-
vestment, Compared to private companies, the overinvestment in state -
owned companies is more serious, and the improvement of external govern-
ance environment can restrain overinvestment to a certain extent. This paper
provides evidence for the expropriation behavior of controlling shareholders
and the effectively positive effect of the split share reform on restraining
overinvestment.

Key words: controlling shareholder; overinvestment; corporate gov-
ernance; split-share reform
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