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Abstract Based on data of 890 firms undertaking the splitting-share reform from May 9,

to July 31, 2006, we examine the relationship between corporate governance and the

compensation ratio used in the reform, and find that better corporate governance leads to low-

er compensation ratios. Prior evidence suggests that institutional investors don't represent the
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institutional investors and the compensation ratio, and find that good corporate governance pre-

vents the collusion of institutional investors and owners of non-circulating shares.
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