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Corporate Governance of China
Listed Companies under Share
Splitting: An Examination of
Controlling Shareholders

Wen-Chieh Wang*

Abstract

China’s initial motivation to develop its securities market is very
different from that of the West. Whereas western countries regard a se-
curities market as a fund-raising platform, China uses it as a tool to re-
form its state-owned enterprises. Therefore, the majority of listed com-
panies in China are state-owned. In addition, to prevent the erosion of
state assets, the Chinese government restricts the transferability of state-
owned shares, which account for the majority of shares issued by listed
companies. This Split-Share Structure not only creates the controlling
shareholders but also enhances long-term government interference.
Controlling shareholders have abused their power and misappropriated
minority shareholders’ interests. Academics have long been urging the
reform of corporate governance in China.

Concluding from the 20 years of experience and the 2005

Amendment of PRC Company Law and Securities Law, the road to a

*

Associate Professor, College of Law, National Chengchi University; Ph. D. in Law,
National Chengchi University.
Received: August 2, 2010; accepted: August 26, 2010

-295-



96 it Hieh L

healthy corporate governance of Chinese listed companies is to estab-
lish market rules by decreasing the government interference and re-
straining the abuse of controlling shareholders. Gradually eliminating
Share Splitting, opening the market, adapting foreign experience and
localizing corporate governance, and enhancing the role of the judiciary

system are all of vital importance.

Keywords: Share Splitting, Controlling Shareholders, Listed Companies,
State-owned Enterprises, Corporate Governance, Negotiable
Shares, Non-Negotiable Shares
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