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Government Subsidies Enterprises” Property and Over-investment

An Empirical Research Based on the Data of China’s A-share Listed Companies

XU Zhen' HUANG Jianbai' > & GUO Yaogqi’
(1. School of Business Central South University Changsha 410083 China;
2. Institute of Metal Resources Sirategy Ceniral South University Changsha Hunan 410083 China,
3. School of Mathematics and Statistics Ceniral South University Changsha Hunan 410083 China)

Abstract: This paper discussed impacts that government subsidies have on over-investment of manufacturing companies un—
der different condition of loss and different nature of ownership. Using the data of China’s A-share listed manufacturing companies
between 2000 and 2015 the study finds that government subsidies have greatly promoted the over-investment of manufacturing
companies and such promotion shows difference as the conditions of loss and the nature of ownership of the manufacturing com—
panies vary. Compared with unprofitable companies government subsidies have greater promotion effects on the over-investment
of profitable companies. When taking the nature of ownership of companies into further consideration one can find that the pro—
motion effects of government subsidies on the over-investment of profitable private companies is most significant the effect on the
over-investment of the profitable state-owned companies is in the second place the effect on the over-investment of the unprofita—
ble private companies is in the third place. The promotion effect of government subsidies on the over-investment of the unprofita—
ble state-owned enterprises is the weakest. The conclusion of this paper has some implications for the over-investment governance
of Chinese companies.
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