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Reflections on On-site Inspections of Listed Companies and
Research on Path Reconstruction

LYU Chenglong

Abstract: The on-site inspection of listed companies is an important tool in China’s securities
regulation. The on-site inspection regime now faces several issues, such as the significant disparity
in the importance of the inspection items, an overly specific scope of matters involved, and unclear
connections to administrative penalties. In theory, regulation can be divided into ex ante, interim
and ex post regulation, each with different conditions for implementation. The interim regulation
can only be effectively implemented when the complexity of the regulatory subjects is relatively

low, market mechanisms are less capable of self-correction along with significant information
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asymmetry, and the inspection items do not have strong negative externalities. The China Securities
Regulatory Commission (CSRC) emphasizes on-site inspections due to traditional product
regulation thinking, path dependence resulting from existing regulatory performance, and the
severe impact of individual cases. Despite achieving certain results, there remain concerns
regarding the cost-benefit ratio of random on-site inspections, ambiguous internal division of
responsibilities within regulatory bodies, and insufficient procedural control. In the future, the
CSRC should avoid personally intervening in individualized corporate governance matters of listed
companies. Instead, it should gradually transition to a comprehensive ex post regulatory approach,
and use administrative regulatory measures with caution, focusing limited regulatory resources on
key priorities.
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