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Research on the Convergence of Interest between Controlling Shareholders and
Chinese Private Listed Companies—Comparative Evidence from Pre-reform of

Non-tradable Shares and Post-full Circulation
GU Ling-yan
(School of Accounting, Zhejiang Gongshang University, Hangzhou 310018, China)

Abstract: This paper takes 65 private listed companies which finished the reform of non-tradable shares in 2006 and achieved
the full circulation before December 31, 2009 as samples. From the perspective of the controlling shareholders control rights, a com-
parative study on the convergence of interest of the controlling shareholders and private listed companies between pre-reform of non-
tradable shares and after the full circulation. The study found that before the reform of non-tradable shares the interest relationship
between controlling shareholders and the private listed companies was ‘ expropriation—convergence—entrenchment’ and 58.46% of
the samples were in the interest convergence interval. However, the interest relationship turns to ‘ convergence—entrenchment’ after
the full circulation, and 89.23% of the samples were in the interest convergence interval. The result shows that the reform of non-
tradable shares has improved the governance environment of the private listed companies, and enhanced the interest convergence be-
tween controlling shareholders and the private listed companies. The performance of the private listed companies has been improved
to some extent. Whereas, after the full circulation, the controlling shareholders still exist and the interest conflict between the con-
trolling shareholders and minority shareholders will appear in new ways. The effect of the new interest conflict on the performance of
the private listed companies is worthy of further research.
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