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Abstract

This study investigates whether and how foreign institutional investors’ (FIIs) site visits affect
tunnelling through inter-corporate loans. Using all Chinese firms listed in the Shenzhen Stock
Exchange from 2012 to 2022, we find that FIIs’ site visits significantly curb tunnelling across
three different measures of site visits. By performing propensity score matching and multi-period
difference-in-difference analysis, we suggest this relation is causal. This effect is more pronounced
when FIIs hold larger shareholdings, as their more intensive and frequent visits complement each
other in mitigating tunnelling problems. The curbing effect of FIIs’ site visits on tunnelling is
more significant than that of site visits by other institutional investors, including Hong Kong,
Macao, and Taiwan (HMT), Sino-foreign, and mainland institutional investors. Finally, we show
that FIIs play an effective monitoring role if they visit in groups rather than alone. The study
contributes to the literature on tunnelling problems and the disciplining role of FIIs in weak
institutional environments.
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1 Introduction

Traditionally, the discussion about the agency problem has focused on the conflict between firm

managers and a diffused group of shareholders. However, outside the U.S., relatively few com-

panies have dispersed shareholdings, while large shareholders control most European and Asian

companies (Djankov et al., 2008; Dyck and Zingales, 2004). In these firms with concentrated

ownership, the controlling shareholders can use their power to expropriate minority shareholders.

This phenomenon, commonly referred to as ’tunnelling’ (Johnson et al., 2000), has attracted in-

tensive research interest in the fields of finance and economics. Jiang et al. (2010) point out that

high ownership concentration, weak minority shareholder protection, and the under-developed le-

gal system facilitate tunnelling activities by controlling shareholders. However, the research only

investigates the extent and economic consequences of tunnelling and neglects the factors that in-

fluence tunnelling behaviours. Given the challenges of detecting tunnelling and the prevalence of

tunnelling behaviour, which seriously undermines corporate growth, it is imperative to explore ways

to mitigate such a phenomenon.

Foreign institutional investors (FIIs) play an important role at both the firm level and within

the overall economy, attracting more and more attention (Bena et al., 2017). With the capital

market liberalisation, an increasing number of FIIs are entering emerging markets and exerting

their disciplining role. In this paper, we argue that FIIs could contribute to curbing tunnelling

behaviour by controlling shareholders in emerging economies for several reasons.

First, the interests of FIIs in emerging countries are better aligned with those of minority in-

vestors than they would be in developed countries. FIIs typically hold only small stakes in their

target firms in emerging economies (Ferreira et al., 2011; Ferreira and Matos, 2008). For example,

An et al. (2021) show that the majority of companies invested in by foreign institutional investors

have less than 5% ownership by foreign institutions in China. This is largely because the FIIs

are making portfolio investments and wish to maintain liquidity and/or due to host countries’

regulations on concentrated ownership (Hattari and Rajan, 2011). Therefore, FIIs can act as rep-

resentatives of minority shareholders and protect their interests from expropriation by controlling

shareholders, thereby maximising the value of the shares they hold.

Second, FIIs are more likely to protect the interests of minority shareholders because they care
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about maintaining their reputation. FIIs in developing countries are often active investors, such

as hedge funds and private equity funds, who manage their portfolios internationally and influence

corporate governance in developing markets (Huang and Zhu, 2015). Unlike pension funds, these

active FIIs may be orientated towards building a good reputation and attracting potential investors,

instead of focusing on stable returns. Marshall et al. (2022) document that FIIs may have an

incentive to monitor rather than sell their shares, given the need to maintain their professional

reputation. Selling their shares may imply poor prior decisions, which is a negative signal for

attracting more investors to their institutions. Hence, FIIs might be motivated to protect the

interests of minority shareholders rather than colluding with majority shareholders to preserve

their good reputation.

Third, FIIs from countries with strong investor protection are more likely to prevent controlling

shareholders from extracting undue benefits. Foreign institutions from developed countries adhere

to a higher standard in terms of investor protection awareness (Aggarwal et al., 2011; Huang, 2016).

They follow more stringent governance guidelines and judicial protection systems for small and

medium shareholders than domestic shareholders do. For instance, FIIs from the U.S. or U.K. abide

by strict requirements for information disclosure and transparency in their countries (Li et al., 2021).

When investing in developing countries, those investors may demand a similar level of information

disclosure, increasing the transparency of investee companies. The demand for transparency implies

a reduction in information asymmetry and consequently prevents opportunistic behaviour, such as

tunnelling by controlling shareholders.

Fourth, FIIs may not collude with controlling shareholders’ tunnelling as they are concerned

about the long-term growth of the investee firm. Compared to domestic institutional or individual

investors, FIIs have a long-term horizon and are interested in the company’s sustainable growth

(Aggarwal et al., 2011; Gillan and Starks, 2003). For instance, Aggarwal et al. (2011) find that

FIIs promote enhanced governance practices in non-U.S. firms and push for improvements, creating

long-lasting effects on firm performance of investee firms. Colluding with controlling shareholders

for short-term gains is shortsighted and can undermine a company’s long-term development. For

example, Jiang et al. (2010) find that firms with large inter-corporate loans, a form of tunnelling,

experience worse future operating performance and are much more likely to become candidates for

delisting. In light of the above, FIIs have both the incentives and the capabilities to reduce the
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tunnelling problems in investee firms.

Regarding the channels of FIIs, we focus on the site visit activities, which are one of the most

prevalent and important types of private interactions between external investors and firms (Brown

et al., 2015; Cheng et al., 2016). During these visits, investors can physically inspect production

facilities, observe employee engagement, and meet with managers. Different from the existing

literature on institutional site visits that examines their influence on corporate innovation (Jiang

and Yuan, 2018) and dividend payouts (Cao et al., 2022), our study proposes that FIIs may use

site visits as governance mechanisms to mitigate expropriation by controlling shareholders.

We choose the Chinese market as the context of our research for the following reasons. First,

unlike the limited corporate site visit data in the US and Europe, the Shenzhen Stock Exchange

(SZSE) has mandated its listed firms to disclose information related to investors’ site visits in their

annual reports since 2009 (Jiang and Yuan, 2018). To our knowledge, records of investors’ site

visits are seldom available in other markets. Thus, such a unique dataset in the Chinese market

allows us to test whether site visits could be a governance mechanism for FIIs to affect tunnelling

problems.

Second, the Chinese stock market offers an opportunity to clearly identify and directly measure

tunnelling by controlling shareholders. Previous studies have established the existence of tunnelling

(Faccio et al., 2001; Shleifer and Vishny, 1997), but they offer few specifics on how it is conducted,

as tunnelling can take various, often hidden forms. However, inter-corporate loans are a direct and

unambiguous measure of tunnelling that can be adopted in the Chinese market. The controlling

shareholders of many listed firms directly take funds from listed firms in the form of inter-corporate

loans and are recorded as ”other receivables”(Jiang et al., 2010). These receivables are loans found

on the balance sheets of many Chinese firms and constitute about 15.9 per cent of the value of

total tradable shares. Jiang et al. (2015) cite Fenghua Co. (stock code 600615) as an example. On

31 December 2002, the controlling shareholder and its affiliated companies borrowed 198.6 million

RMB from the listed firm, an amount that exceeded the firm’s total equity (116.21 million RMB).

The controlling shareholder later declared bankruptcy, and a substantial portion of the loans were

written off. Hence, we use inter-corporate loans in China as the direct measure of tunnelling as

loan transactions are traceable through public sources and not matched with any normal business

transactions (e.g., asset sales or product sales/purchases).
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Third, tunnelling problems are prevalent in the Chinese market due to the weak institutional

environment. The legal system in China offers few options for minority shareholders to take private

enforcement action against controlling shareholders’ misconduct. Huyghebaert and Wang (2012)

argue that ’tunnelling’ or ’expropriation’ are common phenomena in China. For example, man-

agement uses loan guarantees or loan transactions to extract benefits from minority shareholders.

Most loan holders do not pay any interest or pay very low interest. Therefore, the Chinese market

is a suitable laboratory for figuring out how to mitigate tunnelling problems.

Our paper contributes to the literature in four aspects. First, the sharp increase in foreign

institutional ownership has attracted growing academic research to investigate its influences on

corporate governance. Prior literature examines the disciplinary role of FIIs on firms’ dividend

policy (Cao et al., 2017), earnings management (Kim et al., 2016), stock price crash risk (Jin et al.,

2016), CEO turnover (Aggarwal et al., 2011), and executive compensation (Cheng et al., 2022),

while none discuss the monitoring role of FIIs on tunnelling. Previous tunnelling studies (e.g.,

Jiang et al. (2015); Chizema et al. (2020)) typically focus on the mechanisms of tunnelling but

provide little evidence on who effectively monitors it. One study most closely related to ours is

that of Jiang et al. (2015). They find that higher institutional shareholdings and better corporate

governance are more likely to restrain controlling shareholders’ tunnelling. Although closely related,

our paper differs from this research in two important aspects: First, we examine a particular type

of institutional investors, namely FIIs, while Jiang et al. (2015) focuses on institutional investors

as a whole. Second, we involve corporate site visits as a novel mechanism of FIIs, while Jiang

et al. (2015) ignore the mechanisms of institutional investors. In summary, our paper extends

the research by Jiang et al. (2015) and examines how foreign institutional investors, as effective

monitors, protect the interests of minority shareholders and prevent misappropriation.

Second, our study extends the research on institutional investors’ site visits. Previous studies

(e.g., Cheng et al., 2016) investigate how site visits benefit visitors. For example, Cheng et al.

(2016) document that sell-side analysts who conduct site visits acquire more valuable firm-specific

information, enhancing forecast accuracy. However, recent research emphasises the effect of insti-

tutional investors’ site visits on corporate decisions and outcomes, such as dividend policy (Cao

et al., 2022) and innovation (Jiang and Yuan, 2018). For instance, Cao et al. (2022) find that insti-

tutional investor site visits, considered a form of soft activism, lead to an increase in corporate cash
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dividends. We expand this body of literature by first examining site visits by foreign institutional

investors and how these visits serve as a mechanism to curb tunnelling problems in corporations.

Moreover, we introduce a new measure of site visits, assessing the frequency of visits attended by

FIIs. Unlike measuring the aggregate number of site visits in current literature (e.g., Jiang and

Yuan, 2018), we argue that examining the frequency of investors’ site visits is more indicative of

the monitoring effect on listed firms.

Third, our study contributes to the strand of literature on foreign institutional investors by

including Sino-foreign institutions and Hong Kong, Macao, or Taiwan (HMT) institutions. We are

the first to classify institutions by region and to introduce the categories of Sino-foreign and HMT

institutional investors, whereas prior literature has been limited to the classifications of foreign

institutional investors (FIIs) and domestic institutional investors (DIIs). By comparing FIIs with

Sino-foreign and HMT institutional investors, we can determine which characteristics are crucial

for making them effective monitors. The existing literature (e.g., Cornett et al., 2007) demonstrates

that institutional investors with independent, long-term perspectives, and low monitoring costs are

more effective in governance than other institutional investors. Brav et al. (2008) find evidence to

support this argument in the context of hedge funds and mutual funds. However, we are the first

to test this argument in the context of FIIs and other institutional investors. We suggest that FIIs

can regulate firms more effectively than Sino-foreign institutional investors and HMT institutional

investors. Rather than focusing on the governance consequences and monitoring mechanisms of FIIs

(e.g., Chen et al., 2013), we extend the literature on FIIs by comparing FIIs with other institutional

investors and identifying the key characteristics that make FIIs effective monitors.

Fourth, we contribute to the literature by investigating the impact of FIIs on tunnelling in the

context of China. The prevalence of controlling shareholders in most listed companies in China

and the weak investor protection environment have led to serious tunnelling issues (Jiang et al.,

2010). Furthermore, with increasing capital market liberalisation in China, the proportion of foreign

institutional shareholdings has surged in recent years (Chen et al., 2013). Thus, the Chinese market

is well-suited for discussing how the entrance of FIIs affects corporate governance and tunnelling

problems.

The rest of this paper is organized as follows. Section 2 provides a general introduction to the

background of institutional site visits in China and develops our hypotheses. Section 3 summarizes
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the data, the measures of key variables, and presents summary statistics. Section 4 reports our

baseline empirical results corresponding to our hypotheses. Section 5 presents our identification

strategy, which attempts to address the concern of endogeneity. Section 6 discusses the effect of

site visits by FIIs in groups and alone on tunnelling, and Section 7 concludes.

2 Institutional Background and Hypotheses development

2.1 Institutional Background of Site Visits in China

Corporate site visits refer to investors’ field trips to a firm’s headquarters and its operational

facilities. During site visits, investors have the chance to talk to corporate managers and other

employees (Cheng et al., 2016). Site visits are typically initiated by institutional or individual

investors, such as financial analysts, mutual fund managers, and bankers. Visitors request a site

visit in advance by contacting the investee firm’s investor relations (IR) manager or board secretary,

who commonly covers the visitors’ travel expenses. All investors can request to visit listed firms,

and listed firms will try their best to accommodate these requests (Jiang and Yuan, 2018). Through

site visits, investors have the opportunity to observe the firms’ operations and production facilities

and obtain some information that is hard to get from simply analysing firms’ financial reports. By

visually observing firms’ operational situation and talking in person with top executives, investors

can gain a better understanding of firms’ operating performance, prospects, and business risk

exposure. Although individual investors play an important role in the Chinese capital market, they

seldom visit listed firms because the time, effort, and expenses incurred are not cost-effective for

them. Consequently, most of the investors who visit listed firms are institutional investors.

In China, the Shenzhen Stock Exchange (SZSE) requires all firms listed on the SZSE to disclose

site visiting information publicly. The disclosure requirement has developed in three stages. The

first stage began in 2006 when the SZSE required the disclosure of site visit information to the

regulator. In August of that year, the SZSE issued the Fair Information Disclosure Guidelines,

which require listed companies to record the details of each visit, including the date and location

of the visit, the name and affiliation of the visitor, the content of the communication, and all

other information related to the on-site visit. Companies are required to report upcoming visits

to the China Securities Regulatory Commission (CSRC) two business days in advance and provide
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a summary of the visit to the CSRC and the SZSE after the visit. In the second stage, starting

in 2009, the SZSE implemented a new rule that required all listed companies to publicly disclose

information about site visits in their annual reports. This requirement was strictly enforced, and

the SZSE publicly announced the firms that did not comply. The third stage began in 2012 when

the SZSE added a time constraint to the disclosure of site visits. They required all listed companies

to disclose information about each site visit on their websites within two business days. This policy

aimed to ensure the timely release of site-visit information.

The mandatory disclosure requirements for site visits in China provide us with great opportu-

nities to investigate the effect of this type of private interaction activity. By utilising this unique

dataset, we can analyze a novel mechanism through which institutional investors exercise monitor-

ing over publicly listed firms. Specifically, the site visit reports include the names of the visiting

institutions, allowing us to classify these institutions into various categories. This enables a more

detailed investigation into how site visits by different types of institutional investors influence tun-

nelling activities within the firms. Such an analysis not only sheds light on the role of institutional

investors in curbing expropriation but also contributes to a deeper understanding of how private

interactions serve as an additional layer of monitoring beyond traditional governance mechanisms.

2.2 Hypotheses Development

We propose that FIIs can curb tunnelling through site visits for the following reasons. First, site

visits by FIIs could directly help firms establish better corporate governance and reduce expro-

priations. Previous studies have demonstrated that foreign institutional investors play an active

monitoring role in helping firms to improve corporate governance and reduce agency costs (e.g.,

Chen et al., 2013; Ferreira and Matos, 2008; Kacperczyk et al., 2021). During site visits, FIIs

not only acquire first-hand information to benefit themselves but also scrutinise firms as external

monitors. They can observe firms’ actual operational processes and facilities, communicate with

managers about corporate strategies and financial positions, and interact with general employees.

These activities can help visiting investors uncover any unexposed insider abuse of resources. By

asking questions and expressing concerns during Q&A sessions, visitors can exert pressure on man-

agers to curb their incentives to engage in misconduct (Cheng et al., 2016; Jiang and Yuan, 2018).

In particular, better corporate governance can shape the internal control system (Hoitash et al.,
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2009; Johnstone et al., 2011). Ge et al. (2021) show that robust internal controls can safeguard

corporate assets and prevent expropriation. Therefore, FIIs’ site visits play a monitoring role in

reducing resource extraction from firms through improved corporate governance.

Second, FIIs’ site visits serve as a signal to investee firms and enhance the threat of divestment.

Compared with private investors and mainland institutional investors, FIIs are perceived as having

a longer-term horizon and are treated as long-term investors in investee firms (Bena et al., 2017),

so the site visit signals to the firm that FIIs are interested in the company’s growth and long-term

interests. This signalling effect makes the threat of divestment more credible. Managers may realise

that they risk the divestment of FIIs if firm performance fails to meet expectations. To prevent

the exit of these long-term investors, executives may restrain themselves from expropriations and

reduce tunnelling problems as a response to site visits.

Third, FIIs’ site visits can enhance firms’ information transparency, diminish insider information

advantages, and constrain tunnelling problems. Previous studies indicate that tunnelling occurs

due to controlling shareholders’ access to private information (Zhang et al., 2017). For instance, by

exploiting this information advantage, managers and controlling shareholders can easily transfer

assets to their related parties (Jiang et al., 2010). The site visit activities of FIIs can boost infor-

mation transparency by disseminating firm-specific and internal information to the market. Listed

companies that undergo site visits are required to make timely and detailed disclosures of the visit-

ing event within two business days (Jiang and Yuan, 2018). This disclosure includes questions from

investors and managers’ responses, which contain information that firms would not typically release

to the public without site visits. Consequently, more information is released to all shareholders in

the market, either through firm disclosures or from investors’ information dissemination, reducing

controlling shareholders’ information advantages and decreasing the likelihood of them extracting

benefits from minority shareholders. In light of the above, we argue that FIIs’ site visits can play

a significant role in addressing tunnelling issues.

The above analyses lead to the first testable hypothesis, as follows:

Hypothesis 1 Foreign institutional investors’ site visits will reduce tunnelling by controlling share-

holders.

Institutional investors with expertise, low costs of monitoring, independence, and long-term
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horizons are more likely to curb tunnelling than other types of investors. First, unlike FIIs, mainland

institutional investors could be myopic and have various business ties with the firm they have

invested in (Bena et al., 2017), so they are less likely to intervene in managers’ misbehaviour.

Management may persuade the mainland institutional investors to collude with them and extract

interests from minority shareholders. Second, Sino-foreign institutional investors may have less

incentive to intervene in management behaviour due to the high costs of monitoring. In the setting

of Sino-foreign investment institutions, a foreign investor and a mainland investor jointly own the

corporation. Conflicts may arise regarding who bears the cost of monitoring and who gains the

benefits, leading to a reduced incentive to impede the misbehaviours of controlling shareholders.

Third, HMT investors may not possess the expertise that FIIs have in monitoring companies. Most

FIIs investing in mainland China are from the US and Europe, while HMT investors are from Hong

Kong, Macao, or Taiwan. Consequently, HMT institutional investors may not have the developed

expertise of FIIs, resulting in an inability to effectively regulate tunnelling. In summary, we argue

that site visits by FIIs are more effective in curbing tunnelling than site visits by Mainland, Sino-

foreign investment, and HMT institutional investors.

The above arguments lead to our following hypothesis:

Hypothesis 2 In terms of alleviating tunnelling problems, site visits by FIIs are more effective

than those by Sino-foreign investment, HMT, and Mainland institutional investors, ceteris paribus.

As FIIs play a significant role in monitoring, we argue that the proportion of shares they hold

enhances the effect of site visits on reducing tunnelling. An increasing body of literature proves

that higher ownership by FIIs leads to better corporate governance in listed firms (Bena et al.,

2017; Edmans and Holderness, 2017; Cheng et al., 2019; Ferreira and Matos, 2008). For instance,

Chen et al. (2019) find that the impact of foreign institutional ownership on reducing excessive

CEO compensation is more pronounced when the shares held by FIIs exceed 5%. FIIs may have a

greater incentive to intervene in management behaviour when they hold significant shares.

Building on the existing literature, we argue that FIIs with large shareholdings may conduct

site visits differently in two ways. Firstly, we hypothesize that compared to those who only have

small shareholdings, FIIs with large shareholdings may monitor the firm via taking more intensive

visits. These FIIs may ask more questions or require more information about corporate decisions
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during each visit. Secondly, we propose that FIIs with large shareholdings may take more frequent

site visits to reduce tunnelling. FIIs may visit multiple times to keep an eye on the management,

preventing them from extracting benefits from minority shareholders. In both ways, FIIs can

reduce information asymmetry between controlling shareholders and minority shareholders, thereby

reducing the possibility of expropriation.

The above arguments lead to our following hypotheses:

Hypothesis 3a Foreign institutional investors with large shareholdings are likely to reduce tun-

nelling through more intensive site visits.

Hypothesis 3b Foreign institutional investors with large shareholdings are likely to reduce tun-

nelling through more frequent site visits.

3 Data and Measures

3.1 Data and Sample

Our sample covers 2,810 A-share firms listed on the Shenzhen Stock Exchange (SZSE), from 2012

to 2022, excluding Special Treatment (ST) firms, which are confronted with financial troubles or

other unusual difficulties, and firms in the financial sector. On 17 July 2012, the Shenzhen Stock

Exchange (SZSE) issued a new regulation requiring firms to disclose a standard summary report

on their official website within two trading days following a site visit (Chen et al., 2019). B-share1

stocks are dropped because only 54 B-share firms are listed on the SZSE, and they are subject

to different regulations (Fernald and Rogers, 2002). B-shares tend to be less liquid compared to

A-shares due to a relatively smaller pool of investors. We obtain all the data from the China Stock

Market and Accounting Research Database (CSMAR) and the Qichacha database. The CSMAR

database offers data on the Chinese stock markets and the financial statements of China’s listed

companies, which is commonly used in a high volume of literature (e.g., Al Mamun et al., 2020; An et
1B-shares on the Shanghai and Shenzhen stock exchanges refer to those that are traded in foreign currencies

(e.g., Hong Kong dollars, US dollars, etc.). Shares that are traded on the two mainland Chinese stock exchanges
in Renminbi, the currency in mainland China, are called A shares. Historically, B-shares were aimed at foreign
investors as a way to access the Chinese market without using the local currency. Recently, B-shares’ significance has
diminished due to the gradual opening of the Chinese financial markets and the introduction of mechanisms like the
Qualified Foreign Institutional Investor (QFII) program and Stock Connect, which allow foreign investors to trade
A-shares directly.
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al., 2021; Chen et al., 2013). The Qichacha database is an enterprise information search platform in

China, providing enterprise registration information, legal representative information, shareholder

information, enterprise annual reports and other aspects of enterprise data. We manually merge the

institutional-type data collected from the Qichacha database with the investor site visit list obtained

from the CSMAR database. We also extract all firm-level financial data from the CSMAR database.

Figure 1 displays the process of how we collect and sort the site visit data. We collect the

102,635 site visit reports for 2,810 firms during 2012-2022 from the CSMAR database. Then, we

extract the names of all institutions that participated in the site visit from each report and compile

a list of 1,392,907 institution names (including duplicates). The list of institution names is almost

13 times larger than the number of site visit reports because, in most cases, a corporate site visit is

attended by more than one institution. Although Cao et al. (2022) group the type of investors into

nine categories following the instructions of the Chinese Research Data Services Platform (CNRDS)

database, we are the first to classify institutions by the region where investors are located 2. We

group 1,392,907 institutions into five categories: foreign institutions, Sino-foreign investment insti-

tutions, Hong Kong, Macao, or Taiwan (HMT) institutions, mainland institutions, and others 3.

Specifically, Sino-Foreign Investment Institutions 4 are a comprehensive category comprising three

types of institutions financed by both mainland and foreign shareholders: Sino-Foreign Joint Ven-

tures (JVs), Foreign-Invested Partnerships (FIPs), and Foreign-Invested Commercial Enterprises

(FICEs). The definitions of these four types of institutions are presented in Appendix A.

In summary, we perform the following steps: 1) We remove duplicate institution names and

compile a list of 99,746 unique institution names; 2) We classify all institutions with only English

names as foreign institutions; 3) We categorise institutions as foreign institutions if the name

of the institution contains the name of an overseas country, e.g., Jinda UK Co.; 4) We classify

institutions with the names of 23 Chinese provinces as mainland institutions, e.g. Xi’an Jiuzhi

Investment Management Co.; 5) We hand-collect the institution types data from the Qichacha

database for 47,348 institutions that remain unclassified after the four steps above. The site visits
2The types of visitors in the CNRDS database include individual investors, asset management companies, me-

dia, government/regulatory institutions, foreign institutions, banks, investment companies, private equity, insurance
companies, trusts, funds, securities and others.

3Others include individual investors and investors whose type we are unable to identify.
4The Sino-Foreign Investment Institutions in our sample are primarily financial joint venture institutions, with

only a small number being entity firms funded by FDI.
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data collection process is illustrated in Figure 1, and the final sample includes 17,978 firm-year

observations. We mitigate the influence of outliers by winsorizing all continuous variables at the

5th and 95th percentiles by year.

Figure 1: Site Visit Data Collection Process
This figure shows the manual collection process of site visit data. We first obtain a list of institutions from
the site visit reports and then manually determine the type of institution for each institution on the list.

3.2 Variable Construction

3.2.1 Measures of Site Visits

We intend to evaluate a firm’s site visit from three key dimensions: the total number of investors’

site visits, the frequency of investors’ site visits, and the dummy of investors’ site visits. We

drop the category of “Others”, and the remaining four categories are all institutional investors.

Regarding the three dimensions, we construct three variables to capture institutional investors’

site visits: 1) Sum is defined as the total number of institutional investors in all site visits for

each firm in the calendar year; 2) Frequency is defined as the total number of site visits involving

at least one institutional investors for each firm in the calendar year; 3) Dummy is set to one

if at least one institutional investors visit the firm in the calendar year. We involve the above

three variables for each category of institutional investors, namely FIIs, sino-foreign investment

institutional investors, HMT institutional investors, and Mainland institutional investors. For

example, we include ForeignSum, ForeignFrequency, and ForeignDummy to measure site visits by

foreign institutional investors. ForeignSum measures the total number of FIIs in all site visits
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for each firm in the calendar year. ForeignFrequency is defined as the total amount of site visits

involving at least one FII for each firm in the calendar year. ForeignDummy is set to one if at least

one FII visits the firm in the calendar year.

3.2.2 Measures of Tunnelling

Given the difficulty in measuring the nature and magnitude of tunnelling, most researchers must

rely on indirect measurements, such as the price paid for corporate control or the changes in firms’

market value around specific events. Previous studies have indirectly estimated tunnelling from

the premiums paid for controlling shares (Dyck and Zingales, 2004; Nenova, 2003; Zingales, 1994),

the market price reaction to mergers within Korean business groups (Bae et al., 2002), or the

market price changes surrounding announcements of related-party transactions with controlling

shareholders (Cheung et al., 2006).

Recently, one group of studies has attempted to examine a direct measure of tunnelling, namely

related-party transactions. The transactions examined in the literature include private securities

offerings to group members (Baek et al., 2006), loan guarantees to related parties (Berkman et al.,

2009), and sales of goods/services to related parties (Cheung et al., 2006; Huyghebaert and Wang,

2012; Jian and Wong, 2010). However, we do not choose this measure because many scholars

argue that loan guarantees are not an appropriate measure of tunnelling (e.g., Huyghebaert and

Wang, 2012; Jiang et al., 2015). Firstly, although these transactions could be used as means

of tunnelling, they could also be normal operational transactions within a business group. For

instance, a vertically integrated firm group should have numerous inter-group transactions, and

whether these transactions can be identified as tunnelling depends on the transfer prices (Jiang

et al., 2015). Moreover, even if these transactions are identified as tunnelling activities, the actual

benefits that controlling shareholders have extracted from listed firms cannot be clearly measured.

Secondly, in an attempt to better protect stock market investors, the China Securities Regulatory

Commission (CSRC) introduced a new regulation in June 2000, prohibiting the issuance of any

new debt guarantees to the benefit of the parent firm. For these reasons, we are unable to use loan

guarantees as a proxy for tunnelling.

Another group of studies tries to identify inter-corporate loans as a direct measure of tunnelling

(e.g., Jiang et al., 2015; Jiang et al., 2010; Liu and Lu, 2007; Liu and Tian, 2012; Zhang et al.,
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2017), which is a common channel of expropriation in China used by controlling shareholders to

divert funds from publicly listed firms. Our study follows the measure of Jiang et al. (2010) and uses

inter-corporate loans as the proxy of tunnelling for the following reasons. Firstly, inter-corporate

loans were not associated with typical business transactions, so they are a useful instrument for this

purpose (Jiang et al., 2015). Secondly, inter-corporate loans are traceable through public sources

and do not require a ’fair value’ test, as would be necessary in other asset transfers between related

parties (Jiang et al., 2010). Thirdly, by using a direct measure of tunnelling that is independent

of firm value, we can gauge the prevalence of the phenomenon across all listed firms, not just

those with particular ownership structures or within related business groups (Jiang et al., 2010).

Finally, because the number of other receivables is reported at regular intervals, we can evaluate the

response of institutional investors. Specifically, we construct the variable Tunnelling_OTHREC,

which is calculated as other receivables scaled by total year-end assets in a given year, to capture

the inter-corporate loans.

3.2.3 Measures of Firm-level Characteristics

We also consider firm characteristics that may affect tunnelling through inter-corporate loans by

including firm controls included in the literature (Jiang et al., 2015; Zhang et al., 2017). These

controls include the natural logarithm of Leverage Log(Leverage), the ownership held by the largest

shareholder Top1_Shareholdings, the proportion of independent directors in the board Board In-

dependence, the dummy variable of whether the firm is state-owned enterprises State-Owned En-

terprises, the firm age Firm_Age, the natural logarithm of total assets Firm_Size, the duality of

CEO CEO_Duality, the foreign institutional ownership Foreign_Shareholdings, and Tobin’s_Q.

Appendix B provides detailed variable definitions.

3.3 Summary Statistics

Figure 2 displays the distribution of site visits by different categories of institutional investors.

Mainland institutional investors conducted the majority of site visits in our sample, totalling

164,995, which represents 76.07%; whereas only 0.82% of site visits are conducted by HMT insti-

tutions. In stark contrast, the number of site visits by FIIs and Sino-foreign institutional investors

are comparable, accounting for 11.85% and 10.44% of the total, respectively.
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Figure 2: Percentage of Site Visits by Different Institutional Investors 5
This figure shows the percentage of the total number of site visit activities conducted by the different types
of institutional investors from 2012 to 2022.

Table 1 presents the summary statistics of our sample. The ratio of inter-corporate loans to

total assets averages 1.286% per annum. In terms of site visits, on average, 55.3% of firms are

visited by FIIs and 88.2% of firms by mainland institutional investors. Over the sample period,

the average number of visits by FIIs to a firm is 2.437 times per year. The average age of the firms

is 10 years, with total assets of approximately CNY 3.18 billion, a largest shareholder ownership

percentage of 31.65%, a leverage ratio of 40.8%, and a Tobin’s Q of 2.064. These figures are all in

line with previous literature, such as that by Cao et al. (2022) and Jiang and Yuan (2018).

4 Baseline Regression

In this section, we examine the relationship between institutional investors’ site visits and tun-

nelling. We include three subsections to present the main findings corresponding to our three

hypotheses. Subsection 4.1 shows the effect of FIIs’ site visits on tunnelling, validating our Hy-
5We categorise institutional investors into five different types. Except for Foreign (Sino-foreign/HMT/Mainland)

institutional investors, the type of ”Others” represents the site visits by institutions whose type we can not identify.
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Table 1: Summary Statistics

This table reports the statistics of variables in our sample (observation, mean, standard deviation, 25th
percentile, 50th percentile, 75th percentile, and max). The sample comprises all listed firms in the Shen-
zhen Stock Exchange (SZSE) from 2012 to 2022. Variable definitions are provided in the Appendix B. All
continuous variables are winsorized at the 5th and 95th percentiles.

N Mean S.D Min p25 p50 p75 Max
Dependent Variable
Tunnelling_OTHREC (%) 21,365 1.29 1.54 0.04 0.29 0.71 1.60 8.12

Independent Variables
Log (ForeignSum) 14,754 0.89 1.04 0.00 0.00 0.69 1.61 4.03
Log (ForeignFrequency) 14,754 0.65 0.70 0.00 0.00 0.69 1.10 2.40
Dummy_Foreign 14,754 0.55 0.50 0.00 0.00 1.00 1.00 1.00
Log (SinoForeignSum) 14,754 0.15 0.36 0.00 0.00 0.00 0.00 1.61
Log (SinoForeignFrequency) 14,754 0.13 0.31 0.00 0.00 0.00 0.00 1.39
Dummy_SinoForeign 14,754 0.16 0.36 0.00 0.00 0.00 0.00 1.00
Log (HMTSum) 14,754 1.14 1.16 0.00 0.00 0.69 1.95 4.22
Log (HMTFrequency) 14,754 0.78 0.75 0.00 0.00 0.69 1.39 2.57
Dummy_HMT 14,754 0.62 0.49 0.00 0.00 1.00 1.00 1.00
Log (MainlandSum) 14,754 2.66 1.58 0.00 1.39 2.77 3.83 6.14
Log (MainlandFrequency) 14,754 1.38 0.81 0.00 0.69 1.39 1.95 2.94
Dummy_Mainland 14,754 0.88 0.32 0.00 1.00 1.00 1.00 1.00

Control Variables
Log (Leverage) 17,372 -1.03 0.55 -2.49 -1.38 -0.92 -0.59 -0.25
Top1_Shareholdings 21,344 31.65 13.14 11.15 21.13 29.77 40.70 63.41
Board_Independence 21,341 37.65 4.87 33.33 33.33 33.33 36.42 50.00
State-Owned_Enterprises 21,344 0.15 0.36 0.00 0.00 0.00 0.00 1.00
Firm_Age 17,372 9.97 6.63 2.00 5.00 8.00 14.00 26.00
CEO_Duality 21,086 0.34 0.47 0.00 0.00 0.00 1.00 1.00
Firm_Size 21,365 21.93 1.18 14.94 21.11 21.78 22.60 28.29
Tobin’s_Q 20,632 2.06 1.09 0.94 1.31 1.71 2.44 8.14
Foreign_Shareholdings 15,691 1.38 3.53 0.00 0.00 0.64 2.00 22.30
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pothesis 1. With regard to Hypothesis 2, Subsection 4.2 documents the effect of other institutional

investors’ field visits on tunnelling and compares it with the effect of FIIs. As for Hypothesis 3a

and Hypothesis 3b, Subsection 4.3 demonstrates the impact of FII shareholdings and site visits on

the tunnelling behaviour, as well as the channels through which site visits are implemented.

4.1 Effects of foreign institutional site visits on tunnelling

We perform ordinary least squares (OLS) regression to examine the association between site visits

by FIIs and tunnelling. We develop the following specifications to test our Hypothesis 1:

Tunnelling_OTHRECi,t = α+ βLog(ForeignSum)i,t +Controlsi,t + δt + ωi + ϵi,t (1)

Tunnelling_OTHRECi,t = α+ βLog(ForeignFrequency)i,t +Controlsi,t + δt + ωi + ϵi,t (2)

Tunnelling_OTHRECi,t = α+ βDummy_Foreigni,t +Controlsi,t + δt + ωi + ϵi,t (3)

where Tunnelling_OTHREC i,t is a proxy of tunnelling through inter-corporate loans. The proxy

is calculated as other receivables divided by total assets for firm i in year t. Log (ForeignSum)i,t,

Log (Foreignfrequency)i,t, and ForeignDummyi,t represent the three measures used to capture site

visits, which serve as the independent variables in Equations (1) to (3), respectively. In each equa-

tion, the coefficient of interest is β which represents the effect of site visits by FIIs on tunnelling.

Controlsi,t is a set of firm-level characteristics that influence tunnelling including leverage ratio (Log

(Leverage)), the proportion of largest shareholdings (Top1_Shareholdings), the percentage of inde-

pendent directors sitting on board (Board_Independence), the classification of state-owned enter-

prises (State-Owned_Enterprises), the firm age (Firm_Age), the duality of CEO (CEO_Duality),

firm size (Firm_Size), the shareholdings of foreign institutional investors (Foreign_Shareholdings),

and (Tobin’s_Q). We also include year fixed effects (δt) and firm fixed effects (ωi) to control for

unobservable individual and time-invariant effects.

Table 2 presents the regression results of Equation (1), (2), and (3). Columns (1) to (3)

present the results for the explanatory variables Log(ForeignSum), Log (ForeignFrequency), and

Dummy_Foreign respectively. All the columns show a significantly negative relationship between

foreign institutional site visits and tunnelling through inter-corporate loans, consistent with our

expected signs. In column (1), the coefficient of Log(ForeignSum) is -0.035, which is significantly
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negative at the 1% level when all control variables are included. This result indicates that more

foreign institutional investors would trigger a significant decrease in tunnelling by controlling share-

holders. Economically, a one-standard-deviation increase in Log(ForeignSum), on average, predicts

a 0.036% (-0.035*1.04) decrease in tunnelling. In column (2), the coefficient of Log (ForeignFre-

quency) is -0.051 and significant at the 1% level, declaring more frequent site visits by FIIs would

incur a statistically significant decrease in the tunnelling of removing firms’ cash. In economic

terms, a one-standard-deviation increase in Log (ForeignFrequency), on average, leads to a 0.036%

(-0.051*0.7) decrease in tunnelling. In column (3), the coefficient of Dummy_Foreign is -0.044 and

is significant at the 10% level. The dummy variable is the weakest measure of FIIs’ site visits,

as the number and frequency of visits by FIIs is a more important measure of their impact on

the management than whether or not FIIs visit a company. Overall, the results in Table 2 are

consistent with our Hypothesis 1, showing a significantly negative relationship between FIIs’ site

visits and tunnelling.

4.2 Effects of other institutional site visits on tunnelling

We compare the effect of site visits by other institutional investors with that of site visits by

FIIs. We jointly regress tunnelling on FIIs’ site visits and other institutional investors’ site visits.

Therefore, we apply the following model to test our Hypothesis 2:

Tunnelling_OTHRECi,t = α+ βLog(ForeignSum)i,t + θOtherSiteVisitsi,t

+Controlsi,t + δt + ωi + ϵi,t (4)

where Log (ForeignSum)i,t is one of the measures of FIIs’ site visits, which is the same as the

independent variable in Equation (1). OtherSiteVisitsi,t represents site visit variables of other

investors, namely Log (HMTSum)i,t, Log (SinoForeignSum)i,t, and Log (MainlandSum)i,t. Other

variables remain the same as in Equation (1). The coefficient β intends to capture the impact of

FIIs’ site visits on tunnelling, while θ represents the impact of site visits by HMT, Sino-foreign, and

Mainland institutional investors on expropriation. For robustness check, we also apply the other

two measures of FIIs’ site visits, namely Log (Foreignfrequency)i,t and ForeignDummyi,t, and the

results are shown in Appendix C.
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Table 2: FIIs’ site visits and Tunnelling

This table reports the impact of FIIs’ site visits on tunnelling through corporate loans. Columns (1) to (3)
regress tunnelling on three different measures of site visits by FIIs and our expected signs of the corresponding
coefficients are all negative. The dependent variable is Tunnelling_OTHREC which is a proxy of tunnelling
behaviours. The explanatory variable in column (1) is Log (ForeignSum), measuring the total number of FIIs’
site visits. Column (2) includes Log (ForeignFrequency), which measures the frequency of FIIs’ site visits.
Column (3) contains a dummy variable Dummy_Foreign which captures whether the firm is visited by at
least one FII. Firm-level and year-level fixed effects are included in all models. Standard errors are clustered
by firm and the corresponding t-values are reported in parentheses. Variable definitions are provided in the
Appendix B. All continuous variables are winsorized at the 5th and 95th percentiles. Significance at 1%,
5%, and 10% levels are indicated by ∗∗∗, ∗∗, and ∗, respectively.

(1) (2) (3)
Exp. Sign Tunnelling_OTHREC

Log (ForeignSum) - -0.035***
(0.013)

Log (ForeignFrequency) - -0.051***
(0.018)

Dummy_Foreign - -0.044*
(0.023)

Log (Leverage) 0.242*** 0.243*** 0.245***
(0.037) (0.037) (0.037)

Top1_shareholdings -0.009*** -0.009*** -0.009***
(0.002) (0.002) (0.002)

Board_Independence -0.002 -0.002 -0.002
(0.003) (0.003) (0.003)

State-Owned Enterprise -0.050 -0.050 -0.049
(0.036) (0.036) (0.036)

Firm_Age -0.023 -0.024 -0.025
(0.048) (0.048) (0.048)

CEO_Duality -0.012 -0.012 -0.012
(0.033) (0.033) (0.033)

Firm_Size -0.042 -0.046 -0.055*
(0.029) (0.029) (0.028)

Tobin’s_Q 0.039** 0.038** 0.034**
(0.015) (0.015) (0.015)

Foreign_Shareholdings -1.245*** -1.299** -1.334**
(0.596) (0.595) (0.595)

N 11879 11879 11879
Adjusted R-squared 0.499 0.499 0.499
FirmFE YES YES YES
YearFE YES YES YES
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Table 3 summarizes the regression results corresponding to Equation (4). Only the coefficient

of Log (ForeignSum) is negative and statistically significant among all the columns. In Column (1),

we regress tunnelling on FIIs’ site visits and HMT’s site visits. The coefficient of Log (ForeignSum)

is -0.038 and is significant at the 1% level, while the coefficient of Log (HMTSum) is not significant

at all. This result demonstrates that site visits by FIIs are more effective than site visits by

HMT institutional investors. In column (2), the coefficients of Log (ForeignSum) is -0.049 and is

significant at the 1% level, while the coefficient of Log (SinoForeignSum) is not significant. Similarly,

in column (3), the coefficient of Log (ForeignSum) is -0.036 and is significant at the 5% level, while

the coefficient of Log (MainlandSum) is not significant. These results indicate that FIIs’ site visits

can significantly curb tunnelling, and Sino-foreign and mainland institutional investors’ site visits

nearly have no impact on tunnelling. In the light of above, site visits by FIIs are more effective

than site visits by other institutional investors in reducing tunnelling problems, which is consistent

with our Hypothesis 2.

Table 3: Comparison of the effectiveness of site visits by FIIs and other institutional investors

This table reports the joint effects of site visits by FIIs and other institutional investors on tunnelling.
Column (1) includes both FIIs’ site visits (Log (ForeignSum)) and HMT IIs’ site visits (Log (HMTSum)).
Column (2) regresses the dependent variable (Tunnelling_OTHREC) on both FIIs’ site visits (Log (Foreign-
Sum)) and Sino-foreign IIs’ site visits (Log (SinoForeignSum)). In column (3), both site visits by FIIs (Log
(ForeignSum)) and DIIs (Log (MainlandSum)) are included in the regression model. Firm-level and year-
level fixed effects are included in all models. Standard errors are clustered by firm and the corresponding
t-values are reported in parentheses. Variable definitions are provided in the Appendix B. All continuous
variables are winsorized at the 5th and 95th percentiles. Significance at 1%, 5%, and 10% levels are indicated
by ∗∗∗, ∗∗, and ∗, respectively.

Foreign & HMT Foreign & Sino-Foreign Foreign & Domestic
(1) (2) (3)

Tunnelling_OTHREC Tunnelling_OTHREC Tunnelling_OTHREC
Log (ForeignSum) -0.038*** -0.049*** -0.036**

(0.014) (0.017) (0.017)
Log (HMTSum) 0.011

(0.036)
Log (SinoForeignSum) 0.016

(0.016)
Log (MainlandSum) -0.000

(0.012)
N 11879 11879 11879
Adjusted R-squared 0.499 0.499 0.499
Controls YES YES YES
FirmFE YES YES YES
YearFE YES YES YES
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In the context of China, it is not appropriate to simply divide all institutions into FIIs and Do-

mestic institutional investors (DIIs). HMT and Sino-foreign institutional investors are two types of

investment shareholders from outside mainland China. These institutions may share similar char-

acteristics with FIIs when monitoring the investee firms, such as independence from local businesses

and holding diversified portfolios. Thus, we broaden the definition of FIIs by including HMT and

Sino-foreign institutional investors and construct three independent variables: Foreign_HMT, For-

eign_SinoForeign, and Foreign_Combined. Foreign_HMT is the aggregate number of site visits by

both FIIs and Hong Kong, Macao, or Taiwan (HMT) institutional investors. Foreign_SinoForeign

represents the total number of site visits by both FIIs and Sino-foreign institutional investors. For-

eign_Combined denotes the total number of site visits by FIIs, Sino-foreign, and HMT institutional

investors.

In Table 4, column (1) shows the impact of FIIs’ site visits on tunnelling, the same as the

baseline results (column (1) of Table 2). Columns (2) to (4) display the effect of site visits by

both FIIs and HMT IIs; both FIIs and Sino-foreign IIs; and FIIs, HMT IIs, and Sino-foreign

IIs, respectively. Compared to the results presented in column (1), the coefficient in column (2)

shows only a slight decrease and remains significant at the 1% level. This is attributable to the

low percentage of site visits conducted by HMT IIs, as illustrated in Figure 2. Consequently, the

inclusion of HMT institutional investors’ site visits does not result in a substantial reduction in

the coefficient. However, in columns (3) and (4), both the magnitude and statistical significance

of the coefficients decline. This suggests that the curbing effect of FIIs on tunnelling is weakened

after including site visits by HMT and Sino-foreign institutional investors. The findings imply that

HMT and Sino-foreign institutional investors play a less significant role in mitigating tunnelling

compared to FIIs. The possible explanations are that HMT institutions with less expertise and

Sino-foreign institutions with high monitoring costs may not be efficient in regulating management.

This finding further supports our Hypothesis 2 that FIIs’ site visits are more effective than site

visits by other institutional investors in mitigating tunnelling. 6

6We also conduct separate regressions of tunnelling on HMT IIs’ site visits, Sino-foreign IIs’ site visits, and
Mainland IIs’ site visits, with the results available upon request.
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Table 4: The combination of site visits by FIIs and other institutional investors

This table reports the impact of non-mainland institutional investors’ site visits on tunnelling. Column (1)
shows the curbing effect of FIIs’ site visits on tunnelling. From column (2) to (4), we broaden the definition
of FIIs by constructing three new explanatory variables: Log (Foreign_HMT), Log (Foreign_SinoForeign),
and Log (Foreign_Combined). Column (2) examines site visits by FIIs and HMT IIs; Column (3) includes
site visits by FIIs and Sino-foreign IIs; Column (4) includes site visits by FIIs, HMT IIs, and Sino-foreign IIs.
Firm-level and year-level fixed effects are included in all models. Standard errors are clustered by firm and
the corresponding t-values are reported in parentheses. Significance at 1%, 5%, and 10% levels are indicated
by ∗∗∗, ∗∗, and ∗, respectively.

(1) (2) (3) (4)
Tunnelling_OTHREC

Log (ForeignSum) -0.035***
(0.013)

Log (Foreign_HMT) -0.031***
(0.012)

Log (Foreign_SinoForeign) -0.017*
(0.010)

Log (Foreign_Combined) -0.019*
(0.010)

N 11879 11879 11879 11879
Adjusted R-squared 0.499 0.499 0.498 0.499
Controls YES YES YES YES
FirmFE YES YES YES YES
YearFE YES YES YES YES
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4.3 Effects of institutional shareholding and site visits on tunnelling

According to the existing literature (e.g., Yi et al., 2023; Bena et al., 2017), FIIs with large share-

holdings have a higher incentive to monitor the firm and regulate the management than those

who only hold small shareholdings. As shown in Figure 3, FIIs with large shareholdings may tend

to visit firms in two distinct ways. One way is that these FIIs may ask more questions about

the firm’s decisions to conduct intensive monitoring during each visit. Alternatively, these FIIs

could visit firms more frequently to keep an eye on management, thereby reducing opportunities

for management to take action that undermines the value of minority shareholders.

Figure 3: Foreign Shareholdings and Site Visits
This reasoning figure implies that FIIs with larger shareholdings can curb tunnelling by undertaking more
intensive or frequent site visits compared to FIIs with smaller shareholdings.

We examine whether FIIs with large shareholdings would visit firms more intensively. We use

the Two-stage Least Squares (2SLS) method and develop the following two-stage models:

Question_Lengthi,t = α+ βForeign_Shareholdingsi,t +Controlsi,t + δt + ωi + ϵi,t (5)

Tunnelling_OTHRECi,t = γ + λ ̂Question_Lengthi,t +Controlsi,t + δt + ωi + ϵi,t (6)

where Question_Lengthi,t is defined as the total number of words of questions asked by institutional

investors during site visits in firm i and year t. We use Question_Length as the proxy of the intensity

of FIIs’ site visits. In the first stage, we examine the relationship between the number of question

words and foreign shareholdings in Equation (5). In the second stage, we regress tunnelling on the

fitted value of Question_Length in Equation (6), which is extracted from the first stage regression.

Similarly, we examine whether FIIs with large shareholdings would visit firms more frequently
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by applying a 2SLS analysis in Equation (7) and (8). In the first stage, we aim to verify the

correlation between foreign shareholdings and the frequency of site visits by FIIs. In the second

stage, we test whether the increased frequency of visits reduces tunnelling problems.

Log(ForeignFrequency)i,t = α+ βForeign_Shareholdingsi,t +Controlsi,t + δt + ωi + ϵi,t (7)

Tunnelling_OTHRECi,t = γ + λ ̂Log(ForeignFrequency)i,t +Controlsi,t + δt + ωi + ϵi,t (8)

Table 5 represents the regression results of Equation (5), (6), (7), and (8). Columns (1) and

(2) show the 2SLS analysis for intensity tests of FIIs’ site visits, while Columns (3) and (4) display

the 2SLS analysis for frequency tests of FIIs’ site visits. The result from the first-stage analysis

(Column (1)) indicates that, as expected, the foreign shareholdings are significantly positively

correlated with the total number of question words. As we can see from the results for the second-

stage regression reported in column (2), the coefficient of the fitted value of Question_Length is

significantly negative at the 1% level. These results indicate that FIIs with large shareholdings

are more likely to ask more questions during each site visit, a way of intensive regulation, which is

consistent with our Hypothesis 3a.

For the frequency test, in the first stage (Column (3)), we find that FIIs with large shareholdings

are more likely to take more frequent visits. In the second stage (Column (4)), the fitted value

of Log (ForeignFrequency) is negatively correlated with tunnelling through inter-corporate loans.

This suggests that the increased frequency of FIIs’ site visits is effective in mitigating the tunnelling

problem, which is consistent with our Hypothesis 3b.

Overall, we find that both intensive visits and frequent visits are possible channels for FIIs with

large shareholdings to exercise corporate monitoring. One natural question is whether these two

channels are complements or substitutes. One possibility is that FIIs who visit intensively may

reduce the frequency of their site visits, as such monitoring activities are both costly and time-

consuming (Cao et al., 2022). Alternatively, asking more questions and obtaining more information

during the visit may signal that these FIIs are more active in monitoring. Similarly, these FIIs may

also be motivated to visit more frequently. We investigate this issue by dividing the entire sample

into two groups along the median value of question length asked by investors (Question_Length)

and estimate the effect separately. The results reported in Table 6 show that the curbing effect of
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the frequency of FIIs’ site visits on tunnelling is greater for the group of firms with longer question

length, and the difference between these two groups is statistically significant (χ2 = 9.4864, p-

value = 0.0020). This is consistent with the notion that intensive visits and frequent visits are

complements of each other in terms of curbing tunnelling.

5 Addressing concern for endogeneity

One issue with drawing causal inferences based on the results in our baseline regressions is potential

endogeneity. First, the reverse causality may exist that firms with more serious tunnelling problems

are more likely to attract FIIs to visit. Due to the costs associated with site visits, FIIs may prioritize

visiting firms with significant issues. Second, the decision to visit a firm may be influenced by

unobservable factors related to tunnelling, leading to an omitted variable problem. Third, there

could be a sample selection bias; for instance, firms that receive site visits from FIIs are typically

larger in size. Therefore, we employ a multi-period Difference-in-Differences (DID) approach to

address the above endogeneity concerns.

We first apply a propensity score matching (PSM) approach by comparing the tunnelling of the

treatment and control firms. To select treatment and control firms, for each firm with FIIs’ site visits

(treatment group), we identify a matching firm that has never been visited but shares similar firm

characteristics, including firm size, leverage ratio, the largest shareholdings, board independence,

state-owned enterprise, CEO duality, foreign shareholdings and Tobin’s Q. We apply a one-to-one

nearest neighbour methodology with replacement with the caliper set to 0.01.7 Our post-matched

sample includes 1652 firm-year observations, 810 of which are treatment group and 842 are classified

as control group. Given FIIs visit firms across different years, we employ a multi-period Difference-

in-Difference (DiD) analysis, following the approaches of Beck et al. (2010), Cao et al. (2022), and

Yi et al. (2023). We then estimate a multivariate regression using the following model8:

Tunnelling_OTHRECi,t = α+ βForeignAfterVisiti,t +Controlsi,t +YearFE+ FirmFE+ ϵi,t (9)
7In the matching exercise, we specify a caliper of 0.01 to 0.05. The results are robust for different chosen calipers.

We report matching results with a caliper of 0.01.
8We add the matching weights to the regression, that is, if an observation is matched a higher number of times,

then it has a larger weight in the estimation.
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Table 5: Intensity and Frequency Tests: Foreign shareholdings and site visits

This table reports the regression results of the intensity and frequency tests by conducting the two-stage
least squares (2SLS) analysis. Columns (1) and (2) illustrate the results for intensity test. In column (1),
we use Question_Length as a proxy of visit intensity and Question_Length measures the word count of
questions asked during site visits. In column (2), we include the predicted value from column (1) to re-
examine the impact of Question_Length on tunnelling. Similarly, columns (3) and (4) show the results for
the frequency test. In column (3), we regress the frequency of FIIs’ site visits (Log (ForeignFrequency)) on
FIIs’ shareholdings (Foreign_Shareholdings). In column (4), we then examine the relationship between the
predicted value of Log (ForeignFrequency) from column (3) and tunnelling. Firm-level and year-level fixed
effects are included in all models. Standard errors are clustered by firm and the corresponding t-values are
reported in parentheses. Significance at 1%, 5%, and 10% levels are indicated by ∗∗∗, ∗∗, and ∗, respectively.

Intensity Test Frequency Test
(1) (2) (3) (4)

D.V.: Ques-
tion_Length

D.V.: Tun-
nelling_OTHREC

D.V.: Log (For-
eignFrequency)

D.V.: Tun-
nelling_OTHREC

Foreign_Shareholdings 11.103*** 0.673**
(2.466) (0.329)

̂Question_Length -0.155***
(0.050)

̂Log (ForeignFrequency) -2.552***
(0.818)

Log (Leverage) -0.571*** 0.182*** -0.061*** 0.114*
(0.155) (0.048) (0.021) (0.064)

Top1_Shareholdings -0.003 -0.011*** 0.001 -0.008***
(0.008) (0.002) (0.001) (0.002)

Board_Independence 0.024* 0.005 -0.003* -0.007
(0.014) (0.004) (0.002) (0.004)

State-Owned_Enterprise 0.012 -0.031 -0.004 -0.044
(0.151) (0.036) (0.020) (0.036)

Firm_Age 0.209 -0.039 -0.007 -0.088**
(0.199) (0.044) (0.026) (0.043)

CEO_Duality 0.053 -0.005 0.016 0.028
(0.137) (0.033) (0.018) (0.035)

Firm_Size 1.650*** 0.214** 0.320*** 0.774***
(0.119) (0.091) (0.016) (0.268)

Tobin’s_Q 0.633*** 0.127*** 0.135*** 0.373***
(0.062) (0.036) (0.008) (0.113)

N 11805 12660 11879 12660
Adjusted R-squared 0.395 0.500 0.411 0.500
FirmFE YES YES YES YES
YearFE YES YES YES YES

26



Table 6: Intensity and Frequency: Complements or Substitutes?

This table reports the effects of the frequency of FIIs’ site visits on tunnelling for firms with short and
long question length, partitioned based on the median value of question length (Question_Length). Firm-
level and year-level fixed effects are included in all models. Standard errors are clustered by firm and the
corresponding t-values are reported in parentheses. Significance at 1%, 5%, and 10% levels are indicated by
∗∗∗, ∗∗, and ∗, respectively.

Longer Question_Length Shorter Question_Length
(1) (2)

Tunnelling_OTHREC Tunnelling OTHREC
Log (ForeignFrequency) -0.057∗∗ -0.002

(0.024) (0.038)
Log (Leverage) 0.125∗∗ 0.328∗∗∗

(0.054) (0.061)
Top1_shareholdings -0.010∗∗∗ -0.009∗∗∗

(0.003) (0.003)
Board_Independence 0.006 -0.006

(0.005) (0.006)
State-Owned Enterprise 0.014 -0.038

(0.043) (0.059)
Firm_Age 0.085 -0.059

(0.051) (0.077)
CEO_Duality -0.016 0.073

(0.068) (0.077)
Firm_Size -0.044 0.054

(0.048) (0.054)
Tobin’s_Q 0.060∗∗ 0.024

(0.021) (0.025)
Foreign_Shareholdings -0.015∗ -0.015

(0.008) (0.011)
N 5663 5585
Adjusted R-squared 0.512 0.529
FirmFE YES YES
YearFE YES YES
Comparison coefficients of Question_Length on different groups: χ2 = 9.4864, p-value = 0.0020
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where ForeignAfterVisiti,t is a dummy variable that equals to 1 if the firm i in year t is after the first

visit by FIIs. The coefficient on the ForeignAfterVisit is the difference-in-difference (DID) estimator

β, which attempts to capture the causal effect of site visits by FIIs on tunnelling. Controlsi,t consists

of a vector of firm-level control variables used in the baseline regression. We also include firm-fixed

effects and year-fixed effects.

Panel A of Table 7 reports the effectiveness of our matching procedure. We find that prior

to the match, compared with the non-visited firms, the visited firms tend to be larger, younger,

more profitable, and with larger foreign shareholdings. These differences, however, disappear in

attributes after the match. Our results suggest that our PSM procedure reduces differences between

our treatment and control group. Panel B of Table 7 reports the DID estimation results. In column

(1) of Panel A, the coefficient of ForeignAfterVisit is -0.337 and statistically significant at the 10%

level. Although the significance level of this coefficient is lower than that in baseline regression, the

results are still consistent with the baseline regression results. We thus conclude that the effect of

site visits by FIIs on tunnelling still exists after alleviating the impact of endogeneity.

Parallel trend assumption states that in the absence of site visits, there should be a similar pre-

event trend between the treatment and the control. To ensure that the parallel trend assumption

holds in our DID estimation, in columns (2) and (3) of Table 7 Panel B, we re-run our regressions

by including two pre-event dummies ForeignAfterVisit_1 and ForeignAfterVisit_2 respectively,

following the method of Yi et al. (2023). ForeignAfterVisit_1 and ForeignAfterVisit_2 are dummy

variables equal to 1 for 2-, or 1-year before the listed firm is first visited by foreign institutional

investors. The results in columns (2) and (3) of Panel B show that ForeignAfterVisit_1 and

ForeignAfterVisit_2 are all insignificant in parallel trend tests. The insignificance of the pre-

treatment trend suggests that the significant increase in differences only happens after the event

occurs.

Furthermore, we allow the effect of site visits to vary over time by examining a six-year window

surrounding the first site visits. Figure 4 shows no significant difference between treatment and

control firms in tunnelling before the site visits. However, post-visit, firms with site visits exhibit a

significant decrease in their propensity for tunnelling. This reduction is short-term, as the downward

trend begins to dissipate in the third year after the site visit. According to the short-term effect of

site visits by FIIs, FIIs may prefer to visit frequently to monitor the investee firms. This result also
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Table 7: PSM-DID analysis

This table reports results in our PSM-DID specification. Panel A compares firm characteristics between the
visited group and the non-visited group before matching and after matching. Panel B reports difference-
in-difference (DID) estimations and tests for parallel trend assumption. In column (1), we use the sample
after propensity score matching to examine the relationship between FIIs’ site visits and tunnelling. To
verify the parallel trend assumption, columns (2) and (3) use ForeignAfterVisit_1 and ForeignAfterVisit_2,
two dummy variables that equal to 1 for 2-, or 1-year before FIIs first visit the listed firm. All regressions
include firm and year fixed effects. Standard errors are clustered by firm and the corresponding t-values are
reported in parentheses. Variable definitions are provided in the Appendix B. All continuous variables are
winsorized at the 5th and 95th percentiles. Significance at 1%, 5%, and 10% levels are indicated by ∗∗∗, ∗∗,
and ∗, respectively.

Panel A: Mean comparison before and after the PSM
Non-Visited Firm (Control) Visited Firm (Treatment)

(1) (2) (3) (4) (5)
N Mean N Mean Difference (4)-(2)

Pre-match
Log (Leverage) 2016 -1.03 15356 -1.047 0.002
BoardIndependence 2899 37.687 18442 37.61 -0.049
FirmAge 2016 11.222 15356 9.069 -1.422***
Top1_shareholdings 2899 33.466 18445 31.635 -2.102***
FirmSize 2910 21.377 18455 22.248 0.637***
Tobin’s Q 2775 2.099 17867 2.211 -0.041*
ForeignShareholdings 1344 0.748 14347 1.536 0.688***

Post-match
Log (Leverage) 842 -1.061 810 -1.09 -0.028
BoardIndependence 842 37.821 810 37.822 0.002
FirmAge 842 10.026 810 9.973 -0.053
Top1_shareholdings 842 34.116 810 33.994 -0.121
FirmSize 842 21.7 810 21.692 -0.007
Tobin’s Q 842 2.094 810 2.083 -0.011
ForeignShareholdings 842 0.749 810 0.699 -0.05
Panel B: DID estimation

Post-matched sample Parallel trend test
(1) (2) (3)

Tunnelling_OTHREC Tunnelling_OTHREC Tunnelling_OTHREC
ForeignAfterVisit -0.337*

(0.191)
ForeignAfterVisit_1 -0.340

(0.266)
ForeignAfterVisit_2 0.219

(0.289)
N 11536 11536 11536
Adjusted R-squared 0.728 0.728 0.728
Controls YES YES YES
FirmFE YES YES YES
YearFE YES YES YES
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aligns with our findings in Hypothesis 3b that FIIs with large shareholdings take more frequent

visits to curb tunnelling.

Figure 4: Parallel trend assumption
This figure shows the difference in tunnelling between firms visited by FIIs and firms without FIIs’ site
visits based on a post-match sample. The y-axis represents the difference in propensity to tunnelling. The
x-axis represents year relative to first visit by FIIs.

6 Additional Test

To further examine the impact of FIIs’ site visits, we consider that firms may respond differently

when FIIs visit in groups or alone. When FIIs visit in groups, the presence of multiple investors

may exert greater pressure on management, prompting more transparency and potentially leading

to more immediate actions or disclosures by the firm. Additionally, group visits may foster col-

laborative questioning, resulting in a broader assessment of the firm’s performance. On the other

hand, when FIIs visit alone, the interaction tends to be more focused and personalized, enabling
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more in-depth and targeted inquiries. In the context of one-on-one interaction, FIIs with expertise

in monitoring may employ direct lines of questioning without the potential dilution of focus that

might occur in a group setting, which could lead to more effective disciplining effects on corporate

management.

Specifically, FIIs’ visit in groups represents the FII visiting a firm with other institutional

investors together in one site visit activity, while FIIs’ visit alone means the FII visiting a firm on

his own or with other FIIs. We investigate this issue by creating variables for FIIs visit in groups

and alone. Columns (1) and (2) of Table 8 re-display the impact of FIIs visits across the whole

sample, which is our baseline results. In columns (3) and (4) of Table 8, we regress the proxy of

tunnelling on the sum and frequency of FIIs visit in groups respectively. In columns (5) and (6)

of Table 8, we examine the relationship between the sum and frequency of FIIs visit alone and

tunnelling. By comparing with the baseline results in columns (1) and (2), the results of FIIs visit

in groups or alone are both less pronounced. However, the coefficients of FIIs visit in groups have

larger magnitudes and stricter significance levels than those of FIIs visit alone. This result indicates

FIIs visit in groups play a more efficient role in reducing tunnelling problems than FIIs visit alone.

Mainland investors may explain special cases to FIIs who are not familiar with the local market, so

the participation of mainland investors reduces FIIs’ disadvantages of information asymmetry. In

addition, visiting in groups creates a heterogeneous team of visitors, where investors with different

expertise can analyse issues from different aspects and benefit from each other’s strengths.

7 Conclusion

Previous studies have deeply examined how visiting investors benefit from corporate site visits by

acquiring private and firm-specific information (e.g., Cheng et al., 2016 and Han et al., 2018).

As a two-way interaction, recent studies find that institutional investors’ site visits also exert an

influence on visited firms in terms of stock price or corporate behaviour (Cao et al., 2022; Chen

et al., 2022; Cheng et al., 2019; Jiang and Yuan, 2018). Therefore, this study extends this line of

research by examining the disciplining role of foreign institutional investors’ site visits in curbing

tunnelling by controlling shareholders.

Taking advantage of the unique Chinese corporate site visit data, we find that FIIs’ site visits are
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Table 8: FIIs’ visits in groups or alone

This table reports the regression results for the impact of FIIs’ visits in groups or alone on tunnelling. The
explanatory variables in columns (1) and (2) are the same as the baseline regression. In columns (3) and (4),
we use the Log (ForeignSum_Group) and Log (ForeignFreq_Group) to measure the total sum and frequency
of FIIs’ site visits respectively, when FIIs visit the firm in groups. In columns (5) and (6), we include the Log
(ForeignSum_Alone) and Log (ForeignFreq_Alone to measure the total sum and frequency of FIIs’ site visits
respectively, when FIIs visit the firm alone. All regressions include firm and year fixed effects. Standard
errors are clustered by firm and the corresponding t-values are reported in parentheses. Significance at 1%,
5%, and 10% levels are indicated by ∗∗∗, ∗∗, and ∗, respectively.

(1) (2) (3) (4) (5) (6)
Tunnelling_OTHREC Tunnelling_OTHREC Tunnelling_OTHREC

Log (ForeignSum) -0.035***
(0.013)

Log (ForeignFrequency) -0.051***
(0.018)

Log (ForeignSum_Group) -0.028**
(0.012)

Log (ForeignFreq_Group) -0.045**
(0.018)

Log (ForeignSum_Alone) -0.042*
(0.023)

Log (ForeignFreq_Alone) -0.056
(0.035)

N 11879 11879 11879 11879 11879 11879
Adjusted R-squared 0.499 0.499 0.499 0.499 0.499 0.499
Controls YES YES YES YES YES YES
FirmFE YES YES YES YES YES YES
YearFE YES YES YES YES YES YES
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significantly negatively related to tunnelling problems. This effect becomes more pronounced when

FIIs hold substantial shareholdings, as these investors are likely to conduct both more frequent and

intensive visits. Additionally, our findings suggest that frequent and intensive visits complement

each other in mitigating tunnelling issues. FIIs engaging in more frequent visits tend to undertake

more intensive ones, thereby amplifying their impact on preventing expropriation. We further

demonstrate that site visits by FIIs are more effective monitors than site visits by HMT, Sino-

foreign, and mainland institutional investors. To alleviate the endogeneity problems, we apply a

PSM approach and a multi-period Diff-in-Diff (DID) method to verify the causality between FIIs’

site visits and tunnelling. The overall evidence highlights that site visits by FIIs play an external

monitoring role, can curb managers’ and control shareholders’ tunnelling through inter-corporate

loans and mitigate weak corporate governance.

This paper contributes to the literature on corporate governance in two ways. First, it directly

links foreign institutional investors’ site visit activities to tunnelling problems and enriches the

literature on tunnelling, which has mainly focused on the channels and measures of tunnelling.

Second, this paper extends the literature about corporate site visits by providing evidence that

site visits are effective channels for monitoring firms, particularly site visits by foreign institutional

investors.
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Appendices

A Classifications of institutions

Based on the classifications from China National Bureau of Statistics (CNBS), we categorize all
institutions into four types in the context of China. The following table shows the classifications
of four institutional types and the corresponding definitions.

Institutional types Classifications from CNBS Definitions from CNBS
Foreign institutions Foreign wholly owned institu-

tions
Foreign wholly owned institutions refer to
enterprises established in mainland China
with full investment by one or more for-
eign investors by the Law of the People’s
Republic of China on Foreign-Funded En-
terprises and related laws.

HK, Macao, or Tai-
wan (HMT) institu-
tions

HK, Macao, or Taiwan
(HMT) wholly owned institu-
tions

HK, Macao, or Taiwan (HMT) wholly
owned institutions refer to institutions es-
tablished in the mainland with full invest-
ment from investors from HMT in accor-
dance with the Law of the People’s Repub-
lic of China on Foreign-funded Enterprises
and other relevant laws and regulations.

Mainland Institu-
tions

Domestic investors owned in-
stitutions

Enterprises established in mainland China
with full investment by one or more do-
mestic investors.

40



(The table continued.)

Institutional types Classifications from CNBS Definitions from CNBS

Sino-foreign invested
institutions

Sino-Foreign Joint Ventures
(JVs)

Sino-Foreign Joint Ventures refer to enter-
prises established by a foreign enterprise or a
foreigner and a mainland Chinese enterprise in
accordance with the provisions of the Law of
the People’s Republic of China on Sino-foreign
Joint Ventures and related laws, with invest-
ment by the proportions stipulated in the con-
tract and the sharing of profits and the sharing
of risks.

Foreign-invested partnerships
(FIPs)

Foreign-invested partnerships refer to enter-
prises established by a foreign enterprise or a
foreigner and a mainland Chinese enterprise
in accordance with the provisions of the Law
of the People’s Republic of China on Chinese-
Foreign Cooperative Enterprises and relevant
laws and established on the basis of invest-
ment or provision of conditions in accordance
with the terms of the cooperation contract and
with the distribution of profits and the shar-
ing of risks.

Foreign-Invested Commercial
Enterprises (FICEs)

Foreign-Invested Commercial Enterprises re-
fer to joint-stock companies that have been
approved by the Ministry of Foreign Trade and
Economic Cooperation to be established in ac-
cordance with the relevant state regulations,
and in which the proportion of foreign capital
to the company’s registered capital is 25% or
more.
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B Variable Definitions

Here are the variable definitions in this paper, including sets of dependent variables, site visits
variables (the independent variable), and control variables.

Variables Definitions
Dependent Variables
Tunnelling_OTHREC (%) Other receivables divided by total assets multiplied by one hun-

dred in a firm of year t.
Site Visits variables
Log (ForeignSum) The natural logarithm of one plus the total number of FIIs in all

site visits for each firm in year t.
Log (ForeignFrequency) The natural logarithm of one plus the total number of site visits

involving at least one FII for each firm in year t.
Dummy_Foreign A dummy variable is set to one if the firm is visited by at least

one FII in year t.
Log (SinoForeignSum) The natural logarithm of one plus the total number of Sino-foreign

institutional investors in all site visits for each firm in year t.
Log (SinoForeignFrequency) The natural logarithm of one plus the total number of site visits

involving at least one Sino-foreign institutional investor for each
firm in year t.

Dummy_SinoForeign A dummy variable is set to one if the firm is visited by at least
one Sino-foreign institutional investor in year t.

Log (HMTSum) The natural logarithm of one plus the total number of HMT in-
stitutional investors in all site visits for each firm in year t.

Log (HMTFrequency) The natural logarithm of one plus the total number of site visits
involving at least one HMT institutional investor for each firm in
year t.

Dummy_HMT A dummy variable is set to one if the firm is visited by at least
one HMT institutional investor in year t.

Log (MainlandSum) The natural logarithm of one plus the total number of mainland
institutional investors in all site visits for each firm in year t.

Log (MainlandFrequency) The natural logarithm of one plus the total number of site visits
involving at least one mainland institutional investor for each firm
in year t.

Dummy_Mainland A dummy variable is set to one if the firm is visited by at least
one mainland institutional investor in year t.
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(The table continued.)

Variables Definitions
Control Variables
Log (Leverage) The natural logarithm of leverage ratio, is calculated as the natural

logarithm of total debts divided by total assets in year t.
Firm_Size The logarithm of the total market value at the end of the year t.
Top1_Shareholdings (%) The proportion of ownership held by the largest shareholder in year t.
Firm_Age The number of years that a company is listed in year t.
CEO Duality A dummy variable that equals one if the incumbent CEO and chairman

of the board are the same person and zero otherwise in year t.
Board_Independence (%) The number of independent directors is divided by the total number of

directors sitting on the board in year t.
Stated-Owned_Enterprises A dummy variable of state-owned enterprises (SOEs), which equals one

if the state ultimately controls the listed firm, and zero otherwise in year
t.

Tobin’s_Q Firm’s Tobin’s Q at the end of year t. Tobin’s Q = (market value of
equity at the end of year t + book value of debt) / book value of assets.

Foreign_Shareholdings The proportion of ownership held by the foreign institutional investors
at year-end scaled by one hundred in year t.

C Supplementary Results for Hypothesis 2
This table reports the effects of site visits by FIIs and other institutional investors on tunnelling.
As the complementary results of Hypothesis 2, this table shows the results by using two alternative
measures of site visits. Panel A reports the results by using frequency variables to measure site
visits. Panel B reports the results by using dummy variables to measure site visits. In columns
(1) and (2) of Panel A, only the coefficients of Log (ForeignSum) are negative and statistically
significant. In column (3) of Panel A, both coefficients of Log (ForeignFrequency) and Log (Main-
landFrequency) are insignificant; in contrast, in Table 2 the coefficient of Log (ForeignFrequency)
is negative and significant. This indicates that the results in column (3) are mainly driven by the
site visits by mainland institutional investors. In Panel B, the coefficients of Log (ForeignSum) are
negative and statistically significant in each column, while the coefficients of site visits by other
investors are insignificant. Overall, this table supports the argument in Hypothesis 2 that site visits
by FIIs are more effective than those of other investors in terms of curbing tunnelling.
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Panel A: Frequency variables as the measure of site visits
Foreign & HMT Foreign & Sino-ForeignForeign & Mainland

(1) (2) (3)
Tunnelling_OTHREC Tunnelling_OTHREC Tunnelling_OTHREC

Log (ForeignFrequency) -0.051*** -0.067*** -0.032
(0.020) (0.024) (0.023)

Log (HMTFrequency) -0.000
(0.039)

Log (SinoForeignFrequency) 0.023
(0.023)

Log (MainlandFrequency) -0.028
(0.022)

N 11879 11879 11879
Adjusted R-squared 0.499 0.499 0.499
Controls YES YES YES
FirmFE YES YES YES
YearFE YES YES YES
Panel B: Dummy variables as the measure of site visits

Foreign & HMT Foreign & Sino-Foreign Foreign & Mainland
(1) (2) (3)

Tunnelling_OTHREC Tunnelling_OTHREC Tunnelling_OTHREC
Dummy_Foreign -0.042* -0.053** -0.040**

(0.024) (0.026) (0.024)
Dummy_HMT -0.012

(0.031)
Dummy_SinoForeign 0.021

(0.027)
Dummy_Mainland -0.034

(0.041)
N 11879 11879 11879
Adjusted R-squared 0.499 0.499 0.499
Controls YES YES YES
FirmFE YES YES YES
YearFE YES YES YES
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