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Legal System Environment—Based and, the Separation of Ownership
and Control Right and Benefit Embezzlement: Empirical Evidence from

China Private Listed Companies

WU Zongfa, ZHANG Yingli
(School of Economics and Management, Tongji University, Shanghai 201804, China)

Abstract: By using the data from China private listed companies during the period form 2003 102007, and taking the capital em-
bezzlement of listed companies by the holding stockholders as a measurement of benefit embezzlement, we have done an empirical
study to examine the effect imposed by the separation of control right and ownership and the influence of the legal system environ-
ment on the benefit embezzlement. It is found that the lower the separation level, the lower the embezzlement level ; the better
the legal system environment of the district of the company, lower the embezzlement level. The separation of control right and
ownership provides motivation and convenience for controlling the benefit embezzlement of small and medium stockholders by the
holding stockholders, as a result, there will be more problems of agency arising among such companies. Therefore, the key to
settling the problem lies in improving the legal system environment and strengthening the legal protection of investors.

Key Words: ownership and control right; equity structure; separation of double rights; agency problem; benefit embezzlement
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