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Realization Method of Controlling Stockholders’
Property Benefits and Direction of Interests
Transfer: Discussion on Non-tradable
Shares Reform in China

LIU Hao, LI Zeng-quan,SUN Zheng

(Institute of Accounting and Finance , Shanghai University of Finance and

Economics, Shanghai 200433, China)

Abstract: The interests transfer between controlling shareholders and
listed companies may be bidirectional, namely tunneling or propping. The
paper reviews the academic literatures, and develops formal models to de-
scribe the bidirectional transfer. The paper shows that, besides cash divi-
dend, tunneling will be the only choice when the controlling shareholders
can not sell their stocks to realize property benefits. When the controlling
shareholders can sell their stocks at low costs, they need to choose the better
benefits between sales and tunneling, even propping to increase the compa-
ny’s stock price. The conclusion supports non-tradable shares reform in Chi-
na. To loose the regulation of realization of controlling shareholders’ proper-
ty rights is a better way to protect the minority shareholders.

Key words: controlling stockholder; interests transfer; sales of prop-

erty rights; non-tradable shares reform (THERH 2 W)
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