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ABSTRACT

The reform of China’s state-owned enterprises ( SOEs) derived from The Third
Plenary Session of the 11th Central Committee of the Communist Party has always
been controversy, and the efficiency of investment and financing of SOEs has
continually suffered from wide questions and even sharp criticism. In large part, the
reason of which is that the research to the efficiency of investment and financing of
SOEs has been limited to the micro perspective, and ignored the important
Institutional factors that affected the efficiency. Therefore, it is lack of the systematic
theoretical explaining “the role process of fiscal decentralization on the efficiency of
investment and financing of SOEs” and researching this process in comprehensive and
in-depth. In fact, it is also because of the lack of deep researching on the role
process, resulting in the heated debate about the impact of the fiscal decentralization
on the economic growth in the field of finance, and the corresponding researches in
this filed can not explain the specific conducting process from the fiscal
decentralization to the economic growth, therefore, to the important academic issue
is concerned, an urgent “theoretic black box” is left to open. To certain extent,
above dilemmas reflect the major Problems existing in Economics and Management
research: those who conduct micro-level researching is inability to concerned the
macro-level problems, and those who do macro-level researching seems to disdain to
discuss the micro issues, the results of which is that the cracks formed between macro
and micro research, as well as the theoretical explanation and practical guidance of
relevant researches are weak.

There are close natural links between the nation and its SOEs, and the finance is
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the total regulator to the country’s economic relations, therefore, it is reasonable to
expect that the financial system has an important influence on the efficiency of SOEs,
in fact, which has been confirmed by the practice of China’s economic operation,
however, in current corresponding research fields, the basic conception of “the role
process of fiscal decentralization on the efficiency of investment and financing of
SOEs” is still missing, and the comprehensive and deep analysis to the process is also
scarcity. Based on above context, the dissertation constructed a conceptual
framework, that’s “fiscal decentralization— environment of investment and financing
of SOEs— behavior of investment and financing of SOEs— efficiency of investment
and financing of SOEs— accumulations of similar efficiency of SOEs— economic
growth” , by which, we can sum up and get well know the role process. The
objectives of the depth study to the process are as following, on the one hand,
inquiring the roles of the fiscal decentralization to different types of efficiencies of
investment and financing of SOEs, as well as their diversity, on the other hand,
finding out the other key factors affecting the efficiency of investment and financing of
SOEs, at last, on above strives, putting forward some targeted policy
recommendations to improve the efficiency of investment and financing of SOEs and
to promote the follow-up reform of SOEs.

The dissertation launches the research on the main line of the role process of
fiscal decentralization on the efficiency of investment and financing of SOEs, and
whose study center is the affecting mechanism of investment and financing efficiency
of SOEs. In chapter ] , the dissertation firstly illustrated the background and the
significance, the research items and their internal logic relationships, as well as the
research ideas and the main methods of the dissertation, further, it defined the
concepts and conventions for the follow-up study. Chapter Il reviewed the domestic
and foreign literatures on the efficiency of investment and financing of SOEs from four
major aspects following the role process of fiscal decentralization to the efficiency of
investment and financing of SOEs, which cleared the direction and the focus of the
book. In chapter I, the dissertation illustrated the theoretical bases from four
perspectives, which included theory of corporate governance, theory of capital

market efficiency, theory of corporate financial behavior, as well as theory of
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intergovernmental fiscal relations and fiscal distribution, and pointed out that the
deviations of financial decision-making and the distortions of financial behavior are the
key factors to harm corporate corresponding efficiencies, but regulations can affect the
degree of financial decision-making deviation and financial behavior distortion, and
further affect corporate related efficiencies, therefore, on the one hand, this chapter
demonstrated the necessity and possibility to perform efficiency intervention, on the
other hand, it demonstrated the rationality and feasibility to study the efficiency of
investment and financing of SOEs from the perspective of fiscal decentralization
reform. In chapter [V, start from the study of the track of China’s fiscal
decentralization and its characteristics of evolution, the dissertation made deeply
research on the influence of fiscal decentralization to the middling environment of
investment and financing of SOEs, and the substances of these affects were
summarized in three aspects: the decomposition of state property; the redistribution
to the decision-making rights about SOEs owned by governments; the contraction of
the decision-making rights about SOEs owned by governments. In chapter V , firmly
grasped the definition of efficiency, the dissertation proposed the concept of the rank
domain of the efficiency and its dividing ideas, then, discussed the influencing factors
of the investment efficiency, the financing efficiency and their synergistic efficiency.
Based on above study, it established corresponding efficiency evaluation models.
Chapter VI comprehensively discussed the influences of the foregoing changes of the
middling environment on the efficiency of the financing, the efficiency of the
investment, the efficiency of the Synergy, and the integrated efficiency of investment
and financing of SOEs. During the course of this, it highlighted the following two
keys, first, the matching relationships between the relevant environmental factors and
the independent variables of the efficiency evaluation models; second, the differences
of the influence of the environmental changes on the efficiency of SOEs of different
levels, different regions, and different sectors. In chapter VI, the dissertation
developed an empirical research. By using financial data of China’s state-controlled
listed companies in the period from 2006 to 2011, this section conducted an empirical
analysis on the investment efficiency, the financing efficiency, and integrated

collaborative efficiency of investment and financing of SOEs. Empirical research
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results show that the reform of fiscal decentralization has significantly impacted the
efficiency of investment, financing, and their integration, and the impacts are
different among different types of SOEs, apart from these, some factors of corporate
governance, such as proportion of stated-owned shares, concentration of non-state
ownership etc. , have also significantly affected the efficiency of investment,
financing, and their integration of SOEs. In chapter Vll, based on the conclusions of
the four preceding chapters, the dissertation performed an objective and dialectical
evaluation to the roles of the fiscal decentralization reform on the efficiency of
investment and financing of SOEs, and proposed series of targeted policy
recommendations to improve the investment and financing efficiency of SOEs, at
last, it prospected the coming reform path of China’s SOEs.

The main conclusions of this paper are as follows:

1. The mechanism that fiscal decentralization reform impacts the growth of
macro-economic is the transmission mechanism of efficiency of investment and
financing at the micro-level, and this mechanism in China is principally reflected by
the efficiency mechanism of investment and financing of SOEs. The fundamental
performing process is just as following: fiscal decentralization impacts the middling
environments of investment and financing of SOEs, and the changes of the middling
environments of investment and financing induce into the corresponding adjustment
of acts of investment and financing of SOEs, which further affects the efficiency of
investment and financing, therefore, the accumulation of common features of
millions SOEs determines the growth of macroeconomic.

2. Although the efficiency of investment and financing of SOEs is still
unsatisfactory, the reform of fiscal decentralization has played significant and positive
roles in promoting the investment, financing and integrated efficiency overall, and
these roles. are different according to business types. In terms of the overall investment
efficiency, the promoting role to the local SOEs is more significant than to the center
ones; which to the SOEs located in the eastern is more significant than to the ones
located in the central and the western; which to the existing competitive SOEs is
much more significant to the monopolistic ones. On the run of the overall financing

efficiency, the promoting role to the central SOEs caused by fiscal decentralization is
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more significant than to the local ones, and the effecting degree is descending in the
order of the western, the eastern and the centre, while it to the existing competitive
SOEs is more significant to the monopolistic ones. As for the integrated efficiency of
investment and financing, it is more significant to the existing local SOEs than to the
central ones, and it is descending in the order of the eastern, the western and the
centre, what’s more, it is much more significant to the competitive SOEs than to the
monopoly ones.

3. The investing, financing and integrated efficiencies of China’s SOEs are
variable according to business’s type. The basic patterns of investing efficiencies are as
following: the central SOEs are above the local ones, the eastern SOEs are higher
than the central and the western ones, and the monopoly SOEs are superior to the
competitive ones. The comparison of the financing efficiencies are just as follows: the
central SOEs are above the local ones, and the financing efficiencies are descending in
the order of the western, the eastern and the central ones, additionally, the
monopoly SOEs are superior to the competitive ones. The fundamental pattern of
integrated efficiencies are as following: the eastern SOEs are above the central and the
western ones, the monopoly SOEs being higher than the competitive ones, but there
aren’t significant difference between the central SOEs and the local ones.

4. Although the reform of fiscal decentralization has played a positive role in
promoting the investing, financing and integrated efficiencies of SOEs, we can not
hope to acquire continual improvement of efficiency of investment and financing of
SOEs only through fiscal decentralization reform, because to terms of the efficiency of
investment and financing of SOEs, the reform of fiscal decentralization has the
following limitations: the degree of fiscal decentralization being limited ; the impact of
fiscal decentralization being different; the role of fiscal decentralization being indirect.

5. The key to improving corporate efficiency of investment and financing of
SOEs lies in strengthening corporate governance. On the one hand, we should
vigorously optimize the internal governance structures, specifically, we can start from
three aspects: firstly, to optimize the equity structure of SOEs, such as to reduce the
state-owned shares timely; secondly, to optimize the regulation systems so as to

enhance the incentives compatibility between the corporation and its executives, for
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example, to introduce the managerial ownership is advisable; thirdly, to improve and
perfect the board structure. On the other hand, we should actively strengthen the
external governance mechanisms, particularly to strengthen the construction of the
controlling rights market and the professional manager market of SOEs. In addition,
as the prerequisite and the basis to strengthen SOEs’ governance, the budget
constraint of SOEs must been harden constantly.

6. To improve the efficiency of investment and financing of SOEs depends on
the more active and effective acts of governments. Specifically, governments can
make efforts from the following four areas: first, to clear the different interests
demands to the SOEs, then, to properly position the functions of different SOEs;
second, to continuously push forward fiscal reform, and to optimize government’s
fiscal rights allocation; third, to strengthen the construction of the relevant market, as
well as to improve the coordination between the market regulations and the
government interventions; fourth, to actively and steadily push forward political
decentralization, and to enhance the service awareness of governments.

Innovations of the dissertation are mainly reflected in three aspects: firstly, the
dissertation placed issues of efficiency of investment and financing of micro-level under
the macro system backgrounds of fiscal decentralization reform for the first time,
which to some extent broke through the traditional research model, so that the
research was more targeted and guidance to solve practical problems of reform;
secondly, to some extent, the dissertation opened the black box of “the role process
of fiscal decentralization on the economic growth”, and pointed out that the role
mechanism in the black box was essentially the efficiency mechanism of investment
and financing on the micro-level, as a result, the theoretical study framework of the
problem of “fiscal decentralization how to influence economic growth” tended to
perfect; thirdly, the dissertation proposed the concepts of the rank domains of
investment and financing efficiency and their division methods for the first time, and
put forward the analysis methods to the synergy efficiency of investment and
financing, constructed the evaluation models about investment, financing and synergy
efficiency, which made up for the previous deficiencies about theoretical study on

efficiency of investment and financing.



13

w2

B H  csninne acins anoni dnnans e esin saeknn b nass insnn sesans asnas s banss

1.1 THEER BRI RS snewns s onnans suniann s saosts s 5vieas §40i88 § 504703 4 4w
Lilel BFPE AN cuvmms sun vuunss vusnss » suss domsss swsies s 557s & samias
1.1.2 HmE&EL -

1.2 BIRABZARHEZEXER

1,3 THSLEEEE TR «emrmans eonimss oxmaas saaimms wosimme am
1.3.1 BREEIBIE ccrosooresrsssnctsisssnssornrossonsossonsasonsons
1.3.2 BERF e v vanves vosnan sammns svans Snss Susos s5s sns e os

T ————
1.4.1 BB DB ERTLA GG R woeeenenvermennrananannns
1.4.2 2 FEALLAL T AL R coooeevreeernmneeennens
1.4.3 (X TRAZFDFPRBRTEDHRANEMGLYE ooeeee
1.4.4 £ FIRBABIZRM LT voveeeorenmnrrrrmenmrsnnrenannnnnnns

1 S gy o SRS ———————
2.1 ABAMUX E A ol 5 B e R B B R A BE T oo
211 WECA AU B A Ak AR SN SR Y o B A

2.1.2 MASARNEALLEBRTARTRGYAAR

2.2 REREEAS L E A Al B EAT N B AT ST e
2.2.1 HEFBEETASEHLILBEZAITAHGEH -



