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corporate performance evidence from China’s listed

A Theoretical Model to Interpret the Ways of Large Shareholders’
Behaviors Affecting Corporate Value

Qin Zhihua' ,Xu Bin®
1 Business School, Renmin University of China, Beijing 100872, China
2 Economics and Management School, Wuhan University, Wuhan 430072, China

Abstract ; This paper extends the theoretical model proposed by La Porta et al. in order to model the large shareholders’ hehaviors
affecting corporate value within a unified frame, considering the constraint of first largest shareholders’ selection of supervision
and counterbalance. The propositions deduced by the methods of mathematical proofs and comparative static analysis show that
ownership concentration of non-largest shareholders, the protection towards small shareholders by legal environment are all posi-
tive correlated with corporate value, while the definitive relationship between the amount of shares owned by the largest share-
holder and corporate value is ambiguous. These propositions are fundamentally consistent with the most of existing empirical re-
sults,
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