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InZjj Pbm Boa Roe De Vor Nsm Size Lev Tag
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Indu Control Control Control Control Control Control Control Control Control
Year Control Control Control Control Control Control Control Control Control
Region Control Control Control Control Control Control Control Control Control
N 11990 11157 11146 11068 11246 11990 11157 11990 11157

VI TR 0 R BOC 2T T AL AR B 3 5 I (M, %p<0.0500, #*p<0.0100, ***p<0.0010.
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Research on Separating Development of Virtual and Substantial Economy
——Evidence from China’s Listed Firms from 2006 to 2013

WEN Chun-hui'?, REN Guo-liang’
(1. Finance School of Shanghai University of Finance and Economics, Shanghai 200433, China;
2. Economic School of Hunan Agricultural University, Changsha 410128, China;
3. Research Institution of Chinese Joint Insurance Holdings Co., LTD, Beijing 100032, China)

Abstract: The paper is based on the trilateral game theoretical model of ultimate controlling shareholders,
small and medium-sized shareholders and managers, which aims to analyze different economic effects of two kinds
of agency cost and enterprise value caused by separating extent of ownership and controlling right which results
from the pyramid shareholding of the ultimate controller. It probes at micro-level into the separating development
mechanism of virtual and substantial economy caused by the two kinds of ultimate controlling of listed companies.
It also carries out empirical test with the panel data based on the listed companies from 2006 to 2013. The results
prove that the separating extent produces inhibit effect on private interests of administration authority, fostering
effect on private interests of control power and erosion effect on enterprise value. Due to the difference of economic
effects between agency cost and enterprise value caused by the two kinds of agency cost and seperation of the two
powers under the pyramid shareholding of “virtual ultimate shareholder” and “substantial ultimate shareholder” in
the listed company, it is proved that the two kinds of agency cost level, the inhibiting effect and erosion effect
are higher than substantial controlling entities. From the point of view of ultimate controlling division, the paper
also probes into the reasons of the separating developments between virtual economy and substantial economy, and
offers some suggestions accordingly.

Key Words: virtual economy; substantial economy; pyramid shareholding; private interests of controlling;
seperation of the two powers
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