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Changes of Controlling Shareholder’s Shareholdings and Earnings

Management : Based on the Data from A-share Listed Companies in China
NI Hui-ping

Abstract: Increasing and reducing shareholdings of controlling shareholders will be normal at current full circulation mar-
ket. In order to increase shareholdings by low price and reduce shareholdings by high price, controlling shareholders have
the incentive to manage earnings. Based on a sample of A-share non-banking and non-insurance listed companies in China
from 2009 to 2011, we found that the management level is manipulated to manage earnings up when controlling shareholders
increase shareholdings, and to manage earnings down when controlling shareholders reduce shareholdings. The controlling
shareholders can continuously usurp medium and small investors’ interests over and over again if there is no effective exter-
nal regulation.

Key Words: controlling shareholder; change of shareholding; increase shareholding; reduce shareholding; balanced own-

ership structure; earnings management; non-tradable share reform; the full circulation of stock
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