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Mutual Funds Involvement in Corporate Governance: The Behavior Logic and
Path Choice——A Case Study of Jahwa and Gree
WANG Jue', ZHU Ji-gao’

(1. School of Banking and Finance, University of International Business and Economics, Beijing 100029, China;

2. School of Business, University of International Business and Economics, Beijing 100029, China)

Abstract: Mutual fund investors involved in corporate governance is often thought to be an effective way to
solve the agency problem between shareholders and managers. Through the case study of mutual fund involvement
in corporate governance of Jahwa and Gree, we found that since the lack of social capital control chain, mutual
fund investors have to take advantage of the large shareholder or manager to improve their control chain. Under the
relatively concentrated equity structure, the interest conflict between manager and large shareholder will make social
capital control chain unstable and fragile, mutual fund have to face trade—off between the power of top managers
and the power of large shareholder and then support the one who can help them to stabilize the social capital
control chain. The way mutual funds to handle the conflict between large shareholder and manager is based on
their share control chain, following vote with feet first, then vote with hand to secure their control chain. After the
conflict, whether the mutual fund still vote with their feet depends on the stability of their control chain. The case
study of Jahwa and Gree has a positive significance to improve the institutional investor involvement in corporate
governance and to guide securities regulator and investor to make decision.

Key Words: mutual fund; corporate governance; Jahwa; Gree
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