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Effects of large shareholders in corporate governance

LIU Mao-ping
(Guangdong Polytechnic Normal University, Guangzhou 510665, China)

Abstract: The large shareholders have the facilities to expropriate the interests of small shareholders because of their
advantages of control in corporate governance. At the same time, the large shareholders may also contribute to enhance
the value of the company through the strengthening of supervision. Using 34 effective listed company samples in China
Securities Market Research Database (CSMAR), estmating the private benefits of control by the difference between the
transaction price of control equities and that of small equities, measuring the performance of a listed company by the
assets’ Return of Cash Flow (RCF), the research shows that the contribution is 13.01% and the expropriation is 6.91%
after the big shareholders get the control of a company.The paper proved that the big shareholders possess dual effects
in the corporate governance: the positive effect in reducing the agency cost by monitoring managers and the negative
effect in seeking for personal gains. Therefore, this paper considers it is the key to compensate reasonably the large
shareholders’ monitoring efforts in order to strengthen their positive effect, and it is key how to prevent their
expropriation in order to weaken their negative effect in improving the corporate governance.
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