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Fig. 1 The theoretical framework of corporate governance mechanism and its basic elements
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2
Table 2 Statistical description of main variables
N
TAT 10 585 1.952 29 2.246 5 0.018 66 73.274 85
RFR 10 585 0. 105 02 0.102 12 0. 000 368 5 3.057 30
OER 10 585 0. 041 03 0. 055 62 0. 000 016 6 1.584 10
MFR 10 585 0. 063 99 0.070 64 0.000 139 1 1.473 20
STATE 10 585 0. 044 00 0.180 10 0 1.000 00
INDIVI 10 585 0.483 84 0. 469 58 0 1. 000 00
FORE 10 585 0.177 29 0. 340 07 0 1. 000 00
LD_TA 10 585 0.044 75 0.109 87 0 0.932 32
SD_TA 10 585 0.514 54 0.239 79 0 0.999 66
SIZE 10 585 9.975 76 1. 355 60 4.812 18 17.782 94
AGE 10 585 4.814 55 0. 666 73 4. 000 00 8. 000 00
3 12001 - 2005
Table 3 Overall scores of capital liberalization in provinces and regions: 2001 - 2005
2001 2005
ldxCap | ldxGov | IdxEco | IdxMon | IldxFinMar IldxCap | ldxGov | ldxEco | IdxMon | IdxFinMar
2 6.79 7.19 7.51 4.52 7.93 1 8.62 9.47 8.78 5.96 10.25
11 4.66 4.68 4.81 5.42 3.73 2 8.39 8.10 9.64 10.42 5.40
3 5.84 7.62 6.46 3.80 5.47 3 7.95 9.85 7.60 4.94 9.40
6 5.43 5.27 6.48 3.78 6.20 4 7.86 7.55 8.63 7.55 7.69
1 7.09 7.83 7.70 5.90 6.94 5 7.67 9.91 7.18 5.70 7.89
19 3.84 6.59 3.17 2.34 3.27 26 4.92 8.35 2.62 4.00 4.71
22 3.70 5.99 3.06 3.41 2.33 27 4.86 7.49 3.13 4.25 4.58
25 3.37 5.68 1.07 4.11 2.64 28 4.71 7.01 2.50 4.22 5.09
26 3.16 5.57 0.66 3.89 2.52 29 4.29 6.97 0.87 5.30 4.01
30 2.64 4.97 0.27 3.37 1.94 30 3.97 6.31 1.29 3.89 4.39
4.41 6.08 3.65 3.95 3.97 5.98 8.24 4.46 5.05 6.15
3.2 (RFR) . ( MFR) 0.01
3.2.1 N
4 ( Panel B.D.F)
( Panel A.C.E) 0.01
( IdxCap) (TAT) 0.01
0.01 H1
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Table 4 The effect of IdxCap and other variables on venture enterprise’ s agency costs
( TAT) ( RFR) ( MFR)
Panel A Panel B Panel C Panel D Panel E Panel F
y 0. 089 15 0.461 651 -0.007 96 -0.004 87 -0.004 91 -0.002 18
IdxCap ) ) ) )
(4.01) (17.85) *** (-8.75) *** ( -4.39) (=7.41) (=2.70) ***
STATE 0.051 75 0. 002 559 0. 007 166
’ (0.36) (0.41) (1.59) #
INDIVE 0. 067 326 -0.003 13 -0.003 33
(1.14) (-1.23) (-1.80) "
FORE 0. 070 857 -0.027 33 -0.010 32
(0.43) (-3.85) *** (-2.00) **
b TA -0.460 32 0. 005 385 0. 008 242
B (-2.12) ** (0.58) (1.22)
-0.413 98 0. 004 901 0. 009 669
SD_TA ™
(-3.74) (1.03) (2.80) ***
-1.15423 - 0. 008 -0.008 1
SIZE
(—28.24) *** ( - 4.56) *** (- 6.34) ***
ACE -0.172 37 0.003 191 0. 000 642
7 (= 4. 54) ¥ (1.96) " (0. 54)
R-Squre 0.638 1 0.673 4 0.706 0 0.708 5 0.673 8 0.677 6
£ Kok kK ok 0.01.0.05.0. 10 )
®@
30 1999
1999 1999
@ VC PE 1) 2) 3)
4) 5) Boal 1
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Table 5 The effect of sub-indexes of capital liberalization and other variables on venture enterprise’ s agency costs
( TAT) ( RFR) ( MFR)
Panel G Panel H Panel 1 Panel J Panel K Panel L
G 0. 144 17 0.361 147 -0.007 26 —-0.005 96 -0.003 11 -0.001 8
xGov )
(4.69) *** (11.92) *** (-5.76) *** (- 4.56) *** (-3.38) *** (-1.89)"
LK -0.001 05 —-0.041 26 0.002 758 0.002 614 0.001 051 0. 000 9
XILCO
(- 0.04) (-1.48)# (2.31) ** (2.18) ** (1.21) (1.03)
L —-0.080 62 -0.001 49 —-0.001 42 —-0.001 01 —-0.001 6 -0.001 12
xmion
( - 3.30) ¥ ( - 0.06) (-1.42) (= 1.00) (-2.19) ** (-1.52)
-0.01124 0.074 907 0. 000 022 0. 000 584 —-0.000 44 0.000 128
IdxFinMar )
( - 0.40) (2.79) *** (0.02) (0.50) (-0.53) (0.15)
STATE 0.075 887 0.002 334 0.007 159
’ (0.53) (0.38) (1.59) #
INDIVI 0. 054 445 -0.002 74 -0.003 17
(0.93) (-1.08) (-1.72)"
FORE 0. 064 359 -0.027 04 -0.010 21
(0.39) (=3.81) ** (- 1.98) *
D A —-0.383 46 0.004 375 0. 008099
- (-1.78) " (0.47) (1.19)
s T4 -0.426 9 0. 005 343 0. 009 858
T (- 3.88) ¥ (1.12) (2.85) **
-1.238 45 —-0.006 51 -0.007 7
SIZE
( - 29.86) *** (- 3.64) (=5.91) ***
ACE -0.129 67 0. 002 796 0. 000 656
(=3.41) *** (1.70) " (0.55)
R-Squre 0.639 5 5.88 0.707 0 0.709 2 0.674 1 0.677 8
5 ( IdxEco)
( IdxGow) (TAT) Panel I  Panel J
( TAT) 0.01 0.05
( Panel G.H) ; ( RFR) IdxEco .
( MFR)
@ Panel L ldxGov
( MFR) 0.1 ( IdxEco)
0.01 ( Panel T Panel ( NumCorp) .
J  Panel H). ( PvtEco)
6.
() RFR  MFR TAT “ ” ldxGov .
@ Panel M.O.Q NumCorp  PvtEco . Panel N.P.R Panel M.0.Q

N

5
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Table 6 The effect of IdxEco on venture enterprise’ s agency costs
( TAT) ( RFR) ( MFR)
Panel M Panel N Panel O Panel P Panel Q Panel R
NumCorp -0.056 14 . —-0.01 855 0. 000 36 0. 000 586 0. 000 183 0. 000 383
(-3.98) ** | (-1.37) (0.62) (1.00) (0.43) (0. 90)
0.157 13 0.374 392 -0.00 677 —-0.005 27 -0.004 13 -0.002 73
Pokeo (0. 36) (20.71) %% | (-9.82) ** | (—6.74) | (-8.22) % | (-4.80)
R-Squre 0.641 2 0.678 9 0.707 3 0.709 5 0.674 7 0.678 2
t NN 0.01.0.05.0. 10
6 ( IdxEco)
®;
( NumCorp) TAT
0.01 ( Panel M)
N 5
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1.3 . ( TAT)
; ( MFR)
7
0.63 H2a.
7
Table 7 The results of variance analysis
( TAT) ( RFR) ( MFR)
753 1.083 46 0. 156 605 0.102 271
9 832 2.018 83 0.101 074 0.061 058
6 061 2.081 35 0.099 764 0.061 200
4524 1.779 39 0.112 071 0.067 728
2 738 2.035 46 0.100 373 0.061 487
7 847 1.713 93 0.106 647 0.064 863
( 4 5) H) ; 0.01
( MFR) ( Panel B\H) 0.01
0.15 ( Panel F Panel L) .
(Panel ¥ Panel L)
(TAT) . ( RFR) H3a .
( Panel B Singh  Davidson * .
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0.1
( Panel F Panel L) ;
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The liberalization of capital capital structure and agency costs-empirical evi—
dence from China’ s new industrial ventures

WU Xiao-hui' QI Zeng’

1. School of management Xiamen University Xiamen 361005 China;
2. Department of Finance University of Melbourne Vie 3010 Australia

Abstract: In this paper we empirically investigate the influencing factors of the new industrial venture’ s a—
gency costs from internal capital allocation to outside institutional environment. We find that capital liberaliza—
tion can effectively decrease new venture’ s agency costs and in the process of China’ s capital liberaliza—
tion government and institutional factors are still the most crucial factors for the promotion of new venture” s
corporate governance. This result also reflects the emphasis of the reform policy. We also find the agency costs
increase as government shareholding stakes increase while the agency costs decrease as individual or foreign
shareholding stakes increase. Finally we find the short-term debt is only helpful to reduce the operation ex—
pense rate. These results could provide part of the theoretical basis for the policy of entrepreneurship and re—
form to diversity the ownership structure of new state-owned ventures.

Key words: new venture; liberalization of capital; internal capital allocation; agency costs



