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Inspection and Amendment for Applicability of Identification Standard of Zombie

Enterprises in China: An Analysis Based on Chinese Industrial Enterprises Data
Zhuo Yue and Wang Yuxi
( Business School of Xiangtan University)

Abstract; The existence of zombie enterprises distorts the mechanism of resource allocation,
reduces the efficiency of factor production and erodes the foundation of high —quality economic
development. In the process of cleaning up and disposing zombie enterprises, the key to accurate
identification is to establish an effective identification standard for Chinese zombie enterprises on
the basis of examining the applicability of existing standards. To conduct the examination, we
should firstly extract the essential characteristics of zombie enterprises according to their
connotations. Secondly, we need to extract recognition conditions from the recognition criteria.
Thirdly, we should use Chinese micro enterprises data to match the above two. Based on the
empirical test of Chinese industrial enterprises data, we find that the existing identification
standards have some biases in the identification of Chinese zombie enterprises. Using existing
standard recognition logic and doing four times identification ( through CHK standard, revised
profitability standard, loan extension standard and consecutive two—year standard), we can not
only disentangle truth from falsehood, eliminate the influence of external assistance and short—term
factors, but effectively solve the problem of accounting treatment in CHK standard, inappropriate
set of “ profitability standard” and “ continuing lending standard” in FN standard, confusion
between “ nonbusiness income” and “ subsidies income” problem in actual profits method.
Comparative analysis of time, ownership, industry and region shows that, the results of the
standard identification in this paper can not only conform to the judgment of the academia on the
situation changes of Chinese zombie enterprises, but also better solve the “false” and “true”
mistakes in the identification process.

Keywords: Zombie Enterprise, Identification Standard, Suitability Test
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