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Financial Corruption in Transtion : the Transaction Characterigics
and Ingitutional Incentivesfor Gray Financial Activities

Xie Ang &LulLe
(The People’ sBank of China)

This pgoer sudes the gray financia transactionsin Chind’ s ecoromic trangtion , through lender- borrover dynamic game andyss.
Main conclusons are following. Frg , financid corruption by loan dlocation may be characterized as two-category rent-seeking
activities. Seoond , the severity of rent- seeking depends on the margnd bendfit from trander for bad loans and the margnd cost
from interna control. Third, borrowers optimally decide the financing proportion in forma and irformd credit markets. Fourth,
dven the bad loan reimbursement mechaniam, banks and borrowers share the tranger through gray financid transactions. Fndly ,
price equilibrium can be seen between formd and irforma markets.

Key words: financid corruption; gray financing activity ; rent-seeking; irformal credit

JH. Classification :D730 ,E420 ,GL80

Hfective Accounting Supervision : an Equilibrium Modd

Wu Liansheng & Wang Yeping
(Quanghua School of Management , Peking Universty)

Acoourting fraud has become one of the nogt serious economic problems because of its tremendous neggtive dfect on the ecoromy .
Through lving a two- sage dynamic game, the pgper shows that the government’ s expos accounting supervison should am to
oontrol the violation of acoounting rue to an gppropriate leve rather than conpletdy diminating it. The ordinary expos
acoounting supervison sygemfailsfor those violators with high disoount rate. The only dfective method to this kind violation is to
dorten the time lag. An dfective acoounting supervison sygem sould condder the difference anong executors firg , then pay
atention to their sendtivities to the pendty , and ladly determine the optima accounting supervison leve .

Key Wor ds:acoounting rule;accounting supervison ;acocourting fraud

JB. Classfication :M410 ,M400 ,M490

Do Mergersand Acquisitions Create Value:
Evidence from Chinese Lisged Companies

Zhang Xin
(China Securities Regulatory Gommi sson)

Thispgper gudies whether M&A creates vdue in China. Usng the event sudy method and acoounting indicators,it invedigates
1216 cases covering dl mgor M&A everts rdated to lised conpanies from 1993 to 2002. The gock prices and financid
perfformances of targeted conpanies are found to have both inproved dgnificantly dter M&A ded's;the reverse inpact is seen on
purchas ng conpanies;and the net impact on purchasng and targeted cormmpanies as a whole is not gaicdly sgnificant. Therdore
M&A creates vaue to Chinese securities markets snce nog liged conpanies are targeted conpanies, bt it is doubtu| that M&A
crestes net va ue for the ociety aswhole. Synergy dfect explanswhy M&A ispopuar in China ,and hubris hypothes s and agency
notives explain why purchasng companies lose value. We a9 propose two new theories— va ue redigribution hypothess” and
“ internd decison mechanian hypotheds’ . We show that they explain bed the enpiricd resultsin the Chinese market.

Key Wor ds:mergers and acquigions; evert sudies; va ue creation ;control premium;China sock market
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