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Net_Capital, , =a, IP; , + Z B, Controls; ,_, + 1P Chen
10 14 15
Y tén (1) X N .
(1)  Net_Capital
Jian I 0.
Wong * Net_Capital =
( n n AO03( ) .BO5(
" ) - ( n ) C81( )
+ + + Controls
) ( Size) Q(Q) . ( Sales) .
( Return) . (ROA)
( Cash) . ( Loan) .
Net_Capital ( Subsidy) . ( Dual) .
0 ( Indboard) . ( First) .
0 1
0
Hla
Net_Capital H2a P
100 0 Hilb  H2b 1P
0.
1
Table 1 Varibles definition
( + + + + + ) -
Net_Capital ( + + + + + ) /
P “ 7 1 0
Size
Q ( + )/
Sales ( - )/
Return
ROA /
Cash ( + )/
Loan ( + )/
Subsidy /
Dual 1 0
Indboard /
First /
Industry
Year
2.2
: ’ CSMAR  Wind
CS- {
MAR Wind » o« ”
CS-

MAR
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3
2004 2017 @ “ 7
2004 2017 3.1
311 7564 . 2
1) 1% 99% 3
. Net_Capital
;1 2) -0.038 0. 389
N i 3) 1.522 0.916
1 4) :
3399 199 0.516 51.6%
67 502 132
2 897
2
Table 2 Sampling procedure and composition
7 564 1361 6 203
2 989 691 2 298
204 36 168
1 155 16 139
817 116 701
3399 502 2 897
3
Table 3 Descriptive statistics
P25 P50 P75
Net_Capital 3399 -0.038 0.389 -1.522 0 0 0 0.916
1P 3399 0.516 0.5 0 0 1 1 1
Size 3399 22.132 1.383 18. 894 21. 188 21. 968 22.899 26. 342
Q 3399 2.368 1.727 0.915 1.32 1.823 2. 694 11.998
Sales 3399 0.207 0. 588 -0.724 -0.031 0.111 0.277 4. 464
Return 3399 0. 345 0. 832 -0.703 -0.223 0. 106 0. 665 3.237
ROA 3399 0.03 0. 057 -0.285 0. 009 0.028 0. 056 0.202
Cash 3399 0.171 0.121 0. 002 0. 087 0. 141 0.22 0. 693
Loan 3399 0.207 0. 164 0 0. 062 0. 191 0.318 0. 689
Subsidy 3399 0. 004 0. 006 0 0 0.001 0. 005 0.039
Dual 3399 0. 094 0.292 0 0 0 0 1
Indboard 3399 0.363 0. 046 0. 333 0.333 0.333 0. 375 0.571
First 3399 0.393 0. 157 0.021 0.267 0.4 0. 505 0. 891
@) 2005 2018 2018 2019 20
4 2019 2 1 2020 12 31 ( 2021 6 2023 12 31 )

2018
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3.2 88.5
4 (1) 504
(3) (2) ( 6620 )
P 7.6%3.  (3) P
H2a  H2b
Hla. . R
(2) (3) IP
0.057% .
4
Table 4 Industrial policy and capital allocation within business group
. Net_Capital
(1) (2) (3) (4) (5) (6)
P -0.010 0.057" -0.021 0. 005 0. 088 ** -0.015
' ( -0.42) (1.93) ( -0.76) (0.14) (2.01) (-0.37)
, 0.024" -0.003 0. 028"
Size,
(1.89) (-0.17) (1.96)
0 0. 001 -0.003 -0.000
! (0. 18) ( -0.36) ( -0.03)
0.013 0. 004 0.017
Sales, _,
(1.01) (0.37) (1.11)
0. 006 0. 006 0. 008
Return, _,
(0.47) (0.36) (0.53)
-0.198 0.029 -0.274
ROA, _,
(-1.15) (0.16) (-1.38)
0. 141" -0.183 0.210™*
Cash, _,
(1.68) ( -1.56) (2.18)
-0.056 -0.030 -0.067
Loan, _,
( =0.66) (-0.39) (-0.69)
) 1.184 -4.271° 1.924
Subsidy, _,
(0.79) (-1.96) (1.18)
0.028 0. 034 0.011
Dual, _,
(0.87) (0.98) (0.28)
-0.099 . o -0.181
Indboard, _ | 0.413
(-0.33) (2.07) ( -0.53)
} -0.130 -0.011 -0.181"
First, _,
(-1.49) ( -0.16) (-1.71)
-0.033™* -0.039 -0.031" -0.305 -0.133 -0.320
((=2.25) (-1.47) (-1.91) ( -1.00) (-0.45) (-0.95)
/
3399 502 2 897 3399 502 2 897
R* -0. 000 0.014 0. 000 0. 020 0. 081 0. 025
(1p) (2) =(3) 0. 078 *** 9.67 (5) =(6) 0.103** 5.03
t ( Cluster) X
10% « 5% « 1%
® Net_Capital N
Net_Capital “ 7 .
P 0.276
0.299 36.8% 39.8%.
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@ (9
P
0. 088 5% ( Gov_surplus)
Hla. IP
“ 7 GDP
“ ”»
({3
[43 ”» ( ]MR)
5 Heckman
Gov_surplus 1%
- (2)
3.3 (4) ( IMR)
3.3.1 Heckman P
P
5% IMR
Heckman .
1P
AY Q\
5 Heckman
Table 5 Results of Heckman’ s two steps regression
. Group . Net_Capital
(1) (2) (3) (4)
—0.253 %
Gov_surplus
( -10.58)
P 0. 003 0. 094 ** -0.018
' (0. 09) (2.12) ( -0.46)
0.286" 0. 185 0.319"
IMR
(1.96) (1.27) (1.85)
. 0. 254 %% 0.072** 0.036 0.081**
Size, _,
(21.10) (2.50) (1.14) (2.44)
0 0. 046 *** 0. 009 0. 004 0. 008
o (5.37) (0.97) (0. 44) (0.76)
—0.042** 0. 006 -0.002 0. 009
Sales, _,
( -2.05) (0. 44) ( -0.16) (0. 56)
-0.029 -0.000 0.002 0. 002
Return, _,
( =1.21) ( -0.01) (0. 13) (0. 10)
ROA,_, -1.859™ —-0. 605 -0.264 -0.7257
( -8.27) ( -2.36) ( -0.79) ( 2. 40)
0. 064 0.141" -0.170 0.212**
Cash, _,
(0. 64) (1.69) ( -1.50) (2.24)
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5
Table 5 Continues
. Group . Net_Capital
(1) (2) (3) (4)
-0.129 -0.078 -0.061 -0.092
Loan, _,
(—1.45) ( -0.93) (-0.72) ( -0.97)
0. 697 1.268 -3.955" 2.011
Subsidy, _ | 9
(0.37) (0. 85) ( -1.93) (1.24)
-0.503 % -0.089 -0. 040 -0.118"
Dual, _,
( -15.27) (-1.42) ( -0.54) ( -1.65)
-1. ok -0.430 0.221 -0.553
Indboard, _ | 385
( -6.58) (-1.37) (0.82) (-1.55)
, -0.011 -0.147" -0.020 -0.199"
First, _,
( -0.15) (—1.68) ( -0.29) (-1.88)
-12.113 -1.837* -1.137 -2.049
( -0.07) ( -2.18) (-1.32) (-2.14)
/
21 014 3 398 502 2 896
/ R 0. 135 0.023 0. 083 0.029
(1P, (3) -(4) 0. 112%* 7.47
L ( Cluster) b BN
10% « 5% ~ 1%
3.3.2
6
(2) IP x
) Group
Net_Capital, , =a,IP;, + a,IP;, X Group,,_, +
o, Group; , +Z B.Controls, ,_, +
6 (3)
Y + Eiy ( 2)
IP x Group
Group
1 0.
199
6
Table 6 Results of quasi-natural experiment test
. Net_Capital
(1) (2) (3)
0. 007 0. 002 0.013
IP,
(0. 84) (0.18) (0.93)
-0.021 0.046" -0.034
IP, x Group, _,
( -0.90) (1.76) (-1.27)
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6
Table 6 Continues
: Net_Capital
(1 (2) (3)
-0.025" -0.033 -0.018
Group, _,
( -1.74) ( —1.48) ( -1.05)
i 0.007" 0. 002 0.014**
Size, _,
(1.93) (0.83) (2.22)
0 0. 002 0.001 0. 001
o (1.30) (0. 80) (0.37)
0. 003 -0. 000 0. 007
Sales, _,
(1.11) (-0.11) (1.18)
0. 000 0. 001 0. 001
Return, _,
(0.12) (0.19) (0.13)
-0.064 -0.042 -0.098
ROA, _,
( -1.27) ( -0.82) (-1.16)
0.042** -0.008 0. 106 **
Cash, _,
(1.98) ( -0.49) (2.44)
0.022 0.018 0.016
Loan, _,
(0.91) (1.07) (0.42)
0.514 0. 500 0. 569
Subsidy, _,
(1.31) (1.63) (0.76)
0.010 0.001 0.019
Dual, _,
(1.64) (0.21) (1.27)
0. 080 0.084" 0. 057
Indboard, _ |
(1.13) (1.85) (0. 40)
) -0.022 0.035** -0.085"
First, _,
( -0.96) (2.03) (-1.87)
-0.199** -0.118" -0.297"
( =2.07) ( -1.69) ( -1.94)
/
19 418 9 817 9 601
R? 0.011 0. 006 0.018
(1P, x Group, _,) (2) -(3) 0. 080 *** 10. 96
t ( Cluster) XZ R R
10% + 5% 1%
3.3.3 IP 0.276
Net_Capital
0. 276%
88.5 2442.6

Net_Capiial

36.8%.
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Table 7 Results of alternative sample and variable definition
. Net_Capital( ) . Net_Capital_Change
(1) (2) (3) (4) (5) (6)
» 0.034 0.276" -0.001 0. 097 0.307" -0.004
' (0.49) (1.96) ( -0.02) (0. 45) (1.87) ( -0.02)
S 0. 067 ** 0. 003 0. 068 ** 0. 187 ** -0.018 0.193**
1ze, _
' (2.53) (0. 10) (2.37) (2.37) ( -0.43) (2.37)
0 ~0. 002 -0.012 -0.014 0. 041 -0.017 0. 040
-1
' ( -0.09) ( -0.46) ( -0.56) (0.69) ( -0.73) (0.49)
0.023 0.010 0.025 0.023 0.012 ~0. 065
Sales, _,
(0.81) (0.17) (0.82) (0.19) (0.15) ( -0.70)
0.032 0. 005 0. 036 0. 429 -0. 094 0. 488
Return, _,
(0.95) (0.11) (0.99) (1.11) (-1.19) (1.11)
—0.458 -0.452 -0.497 -0.615 1. 805 ~0.624
ROA,
(-1.04) ( -0.54) ( -1.03) ( -0.23) (1.30) ( -0.23)
o 0. 301 —1. 1777 0. 408 ** 0.223 -0.072 0.031
Lash, _,
' (1.64) ( -3.40) (2.08) (0. 48) (-0.13) (0.05)
-0. 206 -0.061 -0.209 -0.213 0.393 ~0.059
Loan, _,
(-1.18) ( -0.36) (-1.13) ( -0.28) (1.31) ( -0.09)
4.326" -4.090 5,425 9.382 -5.208 9.721
Subsidy, _,
(1.70) (-0.82) (2.10) (1.43) ( -1.00) (1.43)
0.062 0.101 0. 004 0.013 0.218 -0. 082
Dual, _,
(0.74) (1.55) (0.04) (0.05) (1.02) (-0.22)
-0.344 0. 839 -0.563 -1.550 -2.258 ~1.469
Indboard, _,
( -0.62) (1.21) ( -1.00) (-1.14) (-1.58) ( -0.95)
-0.356" -0.433" -0.426" -0.878 -0. 160 —1.047
First,_,
( -1.70) ( -1.85) ( -1.76) (-1.11) ( -0.58) (-1.19)
-0.237 ~1.619* -1.196" -10.230 0.127 15.142
( -0.37) ( -2.28) (-1.84) ( -1.16) (0.10) (0. 80)
/
1 545 172 1373 1633 201 1432
R? 0.048 0.333 0. 063 -0.011 0.028 -0.011
(1p) (2) -(3) 0.277 *** 8. 47 (5) -(6) 0.3117 2.98
t ( Cluster) . X
10% « 5% « 1%

Net_Capital2 ( ) ( )
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( CSMAR
. Net _ P
Capital3
( ) Hla.
( ( ) P
8
Table 8 Results of alternative variable definition
. Net_Capital 2 . Net_Capital 3
(1) (2) (3) (4) (5) (6)
I -0.011 0.091 ** -0.031 -0.005 0.299 ** -0.048
' ( -0.31) (2.01) (-0.75) ( -0.09) (2.45) ( -0.85)
S 0.015 -0.001 0.016 0.013 -0.022 0.018
ize, _
o (1.01) ( -0.04) (0.94) (0.61) ( -0.64) (0.75)
0 -0.005 -0.002 -0.009 0. 002 0. 027 -0. 006
o ( -0.58) (-0.29) ( -0.86) (0.13) (1.08) (-0.42)
0.016 0. 005 0.021 0. 036 0. 044 0.034
Sales, _,
(1.02) (0.51) (1.12) (1.51) (1.13) (1.22)
0. 025 0. 004 0.032" 0.022 -0.035 0. 039
Return, _,
(1.64) (0.21) (1.81) (0.96) (-1.18) (1.51)
-0.159 -0.017 -0.199 -0.244 0. 166 -0.314
ROA, _,
( -0.78) ( -0.08) (-0.84) ( -0.76) (0.29) (-0.87)
0.103 -0.219 0.175 0.034 -0.411 0.132
Cash, _,
(1.06) (-1.61) (1.58) (0.25) ( -1.54) (0.85)
o 0.024 -0.063 0. 046 0.298" -0.09%4 0.340"
an, _,
' (0.24) ( -0.67) (0.39) (1.87) ( -0.38) (1.88)
0. 837 — 4,782 1.393 0.561 -4.702 1.196
Subsidy, _,
(0.46) ( -2.00) (0.70) (0.22) ( -0.96) (0.43)
0. 036 0. 044 0.028 0.083 0.1927** 0. 047
Dual, _,
(0.84) (1.16) (0.54) (1.33) (2.03) (0.61)
-0.136 0.426" -0.247 0.102 0. 546 -0.019
Indboard, _ |
( -0.38) (1.88) ( —0.60) (0.18) (0.64) ( -0.03)
v —-0.068 -0.027 -0.103 0.021 0. 146 -0. 060
irst, _
! ( -0.65) ( -0.38) ( -0.81) (0.14) (0.79) ( -0.34)
-0.110 -0.183 -0.081 -0.203 -0.494 -0.051
( -0.30) ( -0.59) ( =0.20) ( -0.36) ( -0.61) ( -0.08)
/
3399 502 2 897 3399 502 2 897
R? 0.034 0. 153 0. 042 0. 027 0.184 0. 033
() (2) -(3) 0.122** 5.97 (5) -(6) 0. 347 *** 14.35
t ( Cluster) X

10% ~ 5% ~ 1%
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Table 9 Industrial policy and capital allocaltion in single firm ( a falsification test)
. Net_Capital
(1) (2) (3) (4) (5) (5)
P 0. 006 —-0.066 0. 040 -0.008 -0.070 0. 060
' (0.09) ( —0.69) (0.54) (-0.09) (-0.51) (0.56)
. 0. 046" 0. 100 ** 0.018
Size, _ |
(1.78) (2.33) (0.54)
0 0.018 0. 039 -0.007
! (0.94) (1.64) ( -0.20)
-0.017 0.012 -0.037
Sales, _ |
(-0.61) (0.27) ( -1.06)
0. 003 0. 029 -0.016
Return, _,
(0.08) (0.45) ( -0.45)
-0.183 -0. 657 0.078
ROA, _,
( -0.33) (-0.78) (0.13)
-0.101 -0.111 0.271
Cash, _,
( -0.42) (-0.32) (0.94)
0.301 0.391 0.234
Loan, _,
(1.30) (1.00) (0.76)
. 8.4367 16. 038 *** 3.423
Subsidy, _,
(2.06) (3.01) (0.57)
0.022 0. 004 0. 131
Dual, _,
(0.35) (0.05) (1.54)
0.178 1.216 -0.955
Indboard, _
(0.32) (1.50) (-1.29)
. 0.213 0. 498 0. 095
First, _,
(0.94) (1.35) (0.31)
0. 111 % -0.156** -0.070 -0.792 —2.858 % -0.570
( -2.68) ( —2.40) (-1.33) (-1.25) (-2.79) ( -0.67)
/
1 069 471 598 1 069 471 598
R? -0.001 0. 001 -0. 000 0.055 0. 056 0. 045
(2) =(3) -0.106 2.26 (5) -(6) -0.130 1.47
(1pP,)
L ( Cluster) PN
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elf-adjust
Self-adj
4 1 0. (1) Self-ad—
Just IP x Self_adjust
4.1 IP x Self_adjust 0.
(2) IP
»
. P x Self_ad-
“ 7 Just
”»
Wind
(43 ”» ( 2) ( 3)
1P IP x Self _adjust
10
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Table 10 Diversification and capital allocation within business group
. Net_Capital
(1) (2) (3)
0.014 0.091** -0. 007
P
(0.38) (2.04) ( -0.17)
-0.046 -0.253** -0.053
IP x Self_adjust
( -0.70) ( -2.28) ( -0.71)
0. 056 0.220** 0. 065
Self_adjust
(1.37) (2.10) (1.49)
. 0.028** -0.008 0.032**
Size, _ |
(2.20) (-0.51) (2.33)
0 0. 000 -0.005 -0.001
! (0. 06) ( -0.51) ( -0.13)
0.010 0. 005 0.015
Sales, _,
(0.82) (0.42) (0.96)
0. 006 0.010 0. 007
Return, _,
(0. 44) (0. 50) (0. 50)
-0.228 -0.047 -0.330
ROA,_,
(-1.19) ( -0.23) ( —1.49)
. 0. 149" -0.218" 0.229**
Cash, _,
(1.70) ( ~1.70) (2.26)
-0.059 -0.045 -0.075
Loan, _,
( -0.66) ( -0.55) (-0.73)
o 1.233 -5.857** 2.040
Subsidy, _,
(0.83) (-2.34) (1.27)
0.037 0.023 0.018
Dual, _,
(1.05) (0.63) (0.42)
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10
Table 10 Continues
. Net_Capital

(1) (2) (3)

-0.125 R - -0.216
Indboard, _ 0.370
( -0.39) (1.74) ( -0.61)
. -0.120 0.003 -0.173
First, _,
( -1.30) (0.04) ( -1.55)
-0.491 -0.213 -0.507
( —1.45) ( -0.62) ( —1.36)
/

3077 462 2 615

R? 0.036 0.175 0.043

(1pP) (2) -(3) 0. 098 *** 5.20

( IP x Self _adjust) (2) -(3) -0.200" 3.79

t ( Cluster) PN N
10% « 5% « 1%
4.2 1 0. Hadlock
Pierce *' SA

Profitability FC

( ROA)

Liquidity

(1)

SA = —0. 737 x Size_HP +0.043 x

Size_HP* - 0. 04 x Age. Size_HP
Age .
SA 20% FC
1
Liquidity 1 0.
IP x Profitability IP x FC
IP x Liquidity 0.
11 (2)
IP x Profitability
(2) IP x FC
. Liquidity
1P x Liquidity
“ ( 3)
IP x Profitability
Chen *

Profitability

11
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Table 11 Results of cross—sectional test

. Net_Capital
(1) (2) (3)
» 0. 040 -0. 040 0. 046
(0.79) (-1.04) (0.77)
-0.039 0. 149 ** -0.069"
IP x Profitablity
( -1.07) (2.00) ( -1.76)
-0.025 0.076" -0.037
IP x FC
( =0.39) (1.70) ( -0.50)
-0.009 0. 089 ** -0.020
IP x Liquidity
( -0.22) (2.01) ( -0.40)
-0.011 -0.113 0.010
Profitablity
( -0.45) (-1.63) (0.38)
-0.045 -0.013 -0.041
FC
( -1.18) ( -0.30) ( -0.90)
-0.013 -0.100** -0.003
Liquidity
( =0.50) (=2.42) ( -0.10)
. 0.026** -0.006 0. 029 **
Size, _,
(2.01) ( -0.40) (2.07)
0 0. 002 -0. 006 0. 001
! (0.30) ( -0.69) (0.13)
0.012 0. 002 0.016
Sales, _ |
(0.97) (0.21) (1.04)
0. 006 0. 007 0. 008
Return, _,
(0.47) (0.42) (0.52)
-0.158 -0.195 -0.211
ROA, _,
((-0.94) (-0.78) ( -1.10)
. 0. 154" -0.112 0.216**
Cash, _,
(1. 69) ( -1.02) (2.09)
-0.062 -0.105 -0.077
Loan, _,
( -0.74) (-1.18) ( -0.80)
1.018 —3.882" 1.723
Subsidy, _, 882
(0.67) ( =1.76) (1.05)
0.025 0.025 0. 007
Dual, _,
(0.78) (0.73) (0.18)
-0.090 L4417 —0.164
Indboard, _, 0
( =0.30) (2.08) ( -0.48)
N -0.137 -0.049 -0.194"
First, _,
( -1.55) ( -0.64) (—1.78)
-0.413 0. 060 —0. 445
(-1.22) (0.17) ( -1.19)
/
3399 502 2 897
R? 0. 039 0. 194 0. 047
( IP x Profitablity) (2) -(3) 0.218*** 12.38
(IP x FC) (2) -(3) 0. 113" 2.79
(IP x Liquidity) (2) -(3) 0.109" 3.68
t ( Cluster) . X -

10% ~ 5% ~ 1%
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4.3 / ). ( Size) . ( Loan) .
( Return) . ( First) .
(SP  ROA (0 0.01)
1 0) . ( TFP)
2005 2018

12
- (1) (3)

(3) AEarnings . (2)

Capital_out
Performance; ,,; =o,IP;, + a,Capital_in;, +

a, Capital _out, , +o, Capital_in; , x

IP;, + a,Capital_out;, x . Capital _in x
IP,, + Z B;Controls; , + 1P
Y + Eiy ( 3)
(3)  Performance
( AEarnings) (2) (3)
( TFP) ) AEarnings Capital_in X IP .
(4) (6) TFP
Ackerberg . Capital _out
32 TFP Capital_in x IP
TFP
. Capital_in (5) (6)
Capital _out Net_Capital 0 0 Capital_in x IP
12
Capital_in
; Capital_out
(3)
( Sales) ( Cashflow
12
Table 12 Capital allocation and firm performance
. AEarnings . TFP
(1) (2) (3) (4) (5) (6)
o -0.018 —0. 1427 -0.013 0. 066 -0.102 0. 068
Capital_in, _,
(-1.23) ( -2.50) ( -0.84) (1.42) ( -0.77) (1. 40)
. 0.032 %% 0.044" 0. 033 0. 007 0.222" -0.007
Capital_out, _,
(5.07) (1.96) (4.90) (0.43) (1.70) ( -0.38)
o 0.034 0.154" 0. 031 -0.061 0.339** -0.069
Capital_in, _; x IP
(1.62) (1.92) (1.43) (-1.13) (2.18) (-1.23)
. -0.024** -0.001 -0.027** 0. 005 -0.176 0.018
Capital _out, _; x IP
( -2.39) ( -0.03) ( -2.53) (0.21) ( -1.06) (0.75)
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Table 12 Continues
. AEarnings . TFP
(1) (2) (3) (4) (5) (6)
p -0.009 0.033 -0.013" -0.029 -0.034 -0.023
( -1.25) (1.51) ( -1.77) ( -1.45) ( -0.46) ( -1.20)
Sales, -0.000 -0.008 —-0. 000 -0.003 -0.081" 0.010
( -0.07) ( -0.67) ( -0.03) ( -0.18) (-1.84) (0.77)
Cashfiow, ~0.058 -0.051 -0.055 -0.026 0. 100 -0.014
( -1.42) ( -0.58) (-1.19) ( -0.23) (0.41) ( -0.11)
Size, | -0. 006 *** 0. 000 -0.007 *** -0.001 0.031 -0.002
( -2.60) (0.05) ( -2.67) ( -0.14) (1.63) ( -0.41)
Loan, _, 0. 040 ** -0.012 0.046** 0.097 ** 0.116 0.101**
(2.01) ( -0.20) (2.08) (2.07) (0.79) (2.02)
Return, _, 0. 044 *** 0. 066 *** 0. 0397 0. 05477 0. 1417 0.033"
(6.23) (3.25) (5.30) (3.02) (2.72) (1.87)
Firs, 0. 004 -0.019 0. 005 0. 035 ~0.002 0.053
(0.26) ( -0.40) (0.29) (0.78) ( -0.01) (1.08)
.., -0.021 *** -0.018 —0.022%** -0.019 -0.013 -0.020
(-3.14) ( -0.83) (-3.14) ( -0.97) ( -0.21) ( -1.01)
TFP,_| -0.005" -0.027 *** -0.003 0. 873 *** 0. 819 *** 0. 879 ***
( -1.76) ( -2.82) ( -0.94) (72.32) (22.39) (67.38)
0.3127%* 0.185 0.311* 1. 608 *** 1. 465 *** 1. 546
(4.21) (1.06) (4.08) (7.72) (2.72) (6.90)
/
3822 569 3253 3822 569 3253
R? 0.077 0.182 0. 069 0. 837 0. 827 0. 843
( Capital_in, . x IP) (2) -(3) 0.123" 3.05 (5) -(6) 0. 408 ** 6. 00
¢ ( Cluster) NN
10% 5% 1%
4.4
(51 )
Promotion 1 0.
(1) Promotion IP x Promotion
13
(1) Promotion

33

IP x Promotion
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Table 13 Continues

. Net_Capital

Cuty_
SOE . Ceniral_SOE
(1). City_SOE
Central_SOE
13 (2) IP x
City_SOE
13 »
13
Table 13 Results of cross—sectional test on SOEs
. Net_Capital
(1) (2)
-0.061 -0.046
P
( -1.38) ( -0.95)
0. 108 **
1P x Promotion
(2.54)
-0.063**
Promotion
(-2.34)
0.155"
IP x City_SOE
(1.82)
-0.064
City_SOE
(-1.19)
0.019
IP x Central_SOE
(0.32)
-0.027
Central_SOE
( -0.68)
. 0.027" 0.029**
Size, _ |
(1.90) (2.07)
-0.001 0. 001
()/ -1
( -0.10) (0.09)
§ 0.017 0.016
Sales, _,
(1.13) (1.00)

(1) (2)

0. 008 0. 007

Return, - (0.53) (0.51)
roi, -0.269 -0.269
(-1.37) ( -1.36)
Cash | 0. 199 ** 0. 206 **
(2.06) (2.17)
Loan, | -0.061 -0.051
( -0.63) ( -0.55)

Subsidy, | 1.913 1.612
(1.18) (1.02)

Dl | 0.012 0. 007
(0.32) (0.16)
~0.170 -0.183

Indboard, _ |
( -0.50) ( -0.55)
_— -0.181° -0.163
(-1.72) ( -1.59)
-0.365 -0.390
( -0.98) (-1.07)
/
2 897 2897
R 0. 044 0. 044
. ( Clus—
ter)
ek 10% 5% 1%
4.5
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Official_Media_Tone -1 1 14 (3) Net
0 _Capital
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- . Net_Capical 14
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(2) 14 (3)
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Y téEn (4)
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14
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Table 14 Capital allocation and tone of official media

. Official_Media_Tone

(1) (2) (3)
P, -0.018 -0.013 ~0.018
(-0.97) ( -0.26) (-0.92)
IP, x Net_Capical, , (0;‘02226) ( - 01~‘ 12749) (().;)3752 |
Net_Capital, _, -0.035™ 0. 004 ~0. 043
(-2.35) (0.12) (-2.71)
Sales, _, -0.003 -0.021 ~0.001
(-0.42) ( -1.41) ( -0.10)
Cashflow, _, 0.052 -0.076 0. 101
(0.58) (-0.37) (1.04)
Size, 0. 059 *** 0. 062 *** 0. 060 ***
(7.00) (4.36) (6.52)
Loan, _, -0.125* 0. 040 —0. 135 %%
(-2.83) (0.33) (-2.82)
Return, _, 0. 0327+ 0.047" 0.030™*
(2.70) (1.75) (2.21)
First, _, -0. 006 0. 003 0.021
(-0.11) (0.03) (0.35)
SP,_, -0.021 0.034 ~0.025
(-1.43) (0.73) ( -1.65)
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Table 14 Continues
. Official_Media_Tone
(1) (2) (3)
p— 0. 002 0. 026 -0. 001
(0.34) (1.37) ( -0.18)
—1.2827%** —1.734 %% —1.237%**
( -6.79) ( -5.09) ( -5.98)
/

3822 569 3253

R? 0.077 0.182 0. 069
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Industrial policy and capital allocation within business groups

XUAN Yang' JIN Qing4u’ LIAN Li-shuai’

1. School of Accounting Shanghai University of International Business and Economics Shanghai 201620
China;

2. Institute of Accounting and Finance Shanghai University of Finance and Economics Shanghai 200433
China;

3. School of Accountancy Shanghai University of Finance and Economics Shanghai 200433 China

Abstract: How do Chinese business groups allocate internal capital to cope with industrial policy? Using a
sample of listed companies from 2004 to 2017 the paper finds that non-state-owned business groups transfer
internal capital from non-supported companies to policy-supported companies. Further study documents that
such transfers promote the overall performance of the business group. No similar results are found in state—
owned business groups. Results suggest that the pattern of internal capital allocation in state-owned business
groups is mainly driven by political promotion incentive. Our study enriches the literature on business groups
as well as industrial policies and sheds lights on the formation and implementation of business group strate—
gies.
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