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Inquiry Letters Supervision and Tunneling of Controlling Shareholders:
Evidence from Shanghai and Shenzhen Stock Exchange of Annual
Report Inquiry
NIE Ping, PAN Zaizhen
(School of Business Administration, Hunan University, Changsha 410079, China)

Abstract: Based on the policy of inquiry letters from the Shanghai and Shenzhen Stock Exchange. Taking Chinese A—
share listed firms from 2013 to 2017 as our samples, this paper investigates the governance effect of inquiry letters
supervision on controlling shareholders’ tunneling behavior. The empirical results show that the regulatory of enquiry
letters can effectively restrain the tunneling behavior of controlling shareholders. The inquiry letters are further divided
into tunneling—related inquiry letters and non—tunneling—related inquiry letters, and we find that the supervision effect
of inquiry letters on controlling shareholders’ tunneling is more pronounced in tunneling-related inquiry letters. From
the motivation of controlling shareholders to conduct tunneling, the supervision effect of tunneling-related inquiry
letters on controlling shareholders’ tunneling is stronger in the companies with poor internal control. From the objective
conditions of the realization of tunneling behavior, the governance effect of tunneling—related inquiry letters on
controlling shareholders’ tunneling is more significant in the regions with lower legal level.

Key Words: inquiry letters supervision; controlling shareholders tunneling; internal control; legal environment;

inquiry supervision mechanism; protecting the interests of small and mendium investors; corporate governance
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