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Controlling Shareholder’s Share Pledge and Corporate Fraud
LYU Xiao-liang

School of Accounting, South Western University of Finance and Economics, Chengdu 611130, China
Abstract: Using the data of Chinese listed companies from 2004 to 2015 and the “Bivariate Probit” model with partial observabil—
ity, this paper finds that controlling shareholder’s share pledge can significantly increase the probability of fraud detection and reduce
the likelihood of corporate frauds. Specifically, the investigation reveals that controlling shareholder’s share pledge has more impact on
the fraud propensity related to information disclosure, same as that in privately—owned firms. Furthermore, we also find that, controlling
shareholder’s share pledge can bring a high media exposure, which could significantly increase the probability of fraud detection and
decrease the likelihood of corporate frauds.
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