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Abstract : One of the major problems facing China’s securities market is that the majority shareholde-
rs of listed companies often tunnel profits out of the company through related-party transactions. Private
enforcement based on market-oriented company law does not effectively regulate tunneling. China has re-
cently developed several public enforcement measures. However. there are relatively few enforcement ac-
tions against listed corporations. The theory of responsive regulation suggests that as the public regula-
tors face fiscal and informational constraints, China should adopt more regulatory measures to build up
an enforcement pyramid. It should also consider delegating the tasks of regulation to multiple parties and
adopt the strategy of regulation in response to the behavior of listed corporations. The theoretical and em-

pirical analysis offered in this article is likely to contribute to effective regulation of tunneling.

Key Words: Related-Party Transactions;Regulation with Shareholding’s Rights;Public Enforcement

of Corporate Law ;Responsive Regulation
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