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nancing requirements is set up to analyze the controlling shareholders’ earn-
ings management motivation in the listed companies in China. The empirical
research shows that the controllers always have the motivations and the di-
rection and the range of the earnings management are influenced by the true
profitability, the equity financing requirements, the proportional control-
lers’ shares, the regulatory environment and so on. In addition, the regula-
tory mechanism is also reviewed in terms of earnings management penalty
and related compulsory transaction information disclosure.

Key words: earnings management; controlling shareholder; regulatory
mechanism (FE%H% A—rh)
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An Equilibrium Analysis of the Privatization of SOEs
in the Natural Monopoly Industries

WANG Qiu-ming

(De partment of Economics Graduate School ,
China Social Science Academy, Beijing 100102)

Abstract: In this paper, comparative static equilibrium analyses before
and after privatization of SOEs in the natural monopoly industries reveal that
the optimal ratio of privatization is determined by the weight of social wel-
fare maximization and the cost difference between SOEs and private enterpri-
ses. This model may explain the reason why in China, some industries with
characteristics of natural monopoly are privatized at relatively early stage and
hence their reforms are carried out without too much difficulty whereas oth-
ers starting privatization relatively late find their reforms are rather difficulty
to carry out.

Key words: natural monopoly industries; SEOs privatization; equilibri-
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