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The Underlying Logic and Targeted Optimization of Information Disclosure Violation

of Listed Firms in China

Lu Junwei Wang Tiantian Fang Zheng
(School of Management, Shandong University, Jinan 250100, P.R.China)

Abstract: Based on the practical demands of listed firms’ high-quality development, the supervision
of Chinese listed firms” information disclosure has increasingly emphasized the main responsibility of
ultimate owners for the relatively centralized ownership structure. However, the existing research
on information disclosure mainly focuses on how to suppress listed firms’ information disclosure vi-
olation by using internal and external governance mechanisms, but there is still a lack of systematic
research on ultimate owners how to participate in or even dominate violations, which easily leads the
supervision of information disclosure “solve the symptoms rather than the root causes”. Based on the
agent multitask model of the principal-agent theory and the relationship-oriented governance ar-
rangement dominated by ultimate owners under Chinese “differential order pattern”, this paper
points out the underlying logic of Chinese listed firms’ information disclosure violation. Ultimate
owners build an information circle composed of core managers and non-core managers through rela-
tionship-oriented governance arrangement. Driven by different motives for violations, ultimate own-
ers flexibly control the radius of information dissemination between core managers and non-core
managers, and deliberately create information asymmetry inside top managers, which causes some
corporate governance system to fail. Through the descriptive statistic of punishment for information
disclosure violation, although current information disclosure supervision can effectively identify the
main players via ex post punishment, it cannot identify players via process monitoring and cannot ef-
fectively identify the motivation and path of information disclosure violation. By analyzing the under-
lying logic of Chinese listed firms’ information disclosure violation, this paper points out that the
supervision of listed firms’ information disclosure should be optimized in a targeted way. We should
not only strengthen the process supervision of ultimate owners’ intervention in the governance of
listed firms, but also clarify the participants and their corresponding responsibilities, so as to “solve
the symptoms and the root causes”.

Keywords: Information disclosure violation; Ultimate owners; Agent’s multitask model; Information a-

symmetry inside listed firm
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