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The Putting forward and Explanation of a Paradox

of Corporate Governance
QIAN Cun-hai,OUYANG Lin-nan

(Research Center of Modern Finance , Shanghai ] iaotong University, Shanghai 200030, China)

Abstract: Now there is virtually a paradox in the different research results about corpo-
rate governance, that is, the profit expropriating that controlling shareholders deprive of small
-medium shareholders is the cost of corporate governance performance improvement. Based on
corporate financing contract theory, the paper explains the paradox and points out that the
form of ownership structure is actually an equilibrium of the opportunism intensity of the inves-
tors. So it holds that it is unreasonable for benefits of the controlling shareholders to be in ex-
istence. It suggests we should strengthen the supervision on the profits of controlling share-
holders to ensure the effective protection of all investors.
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