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Research on the Effect of External Regulation on State—owned Enterprises
Hu Lei, Li Zhenlin and Zhang Qiang
(College of Finance and Statistics, Hunan University )

Abstract: This paper uses the data of Chinese industrial enterprises from 2001 to 2013, adopts
the method of difference —in — differences and takes the establishment of State — owned Assets
Supervision and Administration Commission ( SASAC) as a policy shock to assess the static and
dynamic effects of regulation on the SOEs. It turns out that the reform of regulation increases the
return of SOEs by influencing the policy — sensitive variables, such as net profit margin,
management capacity and labor productivity. However, during the supervision, the capital mobility
of SOEs will decline, which will reduce the capital profit rate of SOEs and decrease their relative
performance. The response of turnover rate and profit rate to regulatory reforms has time lag.
Further research finds that the impact of SASAC’ s regulatory reform on the SOEs is heterogeneous
in terms of performance. There exists a negative effect on the SOEs with extremely low profits and
a positive impact on the SOEs with low profits. The effect will gradually decrease as the
performance improves. Therefore, we should support the SOEs with extremely low performance,
appropriately change the regulatory measures for high — performed ones to improve the overall
regulatory effect and the performance and capital efficiency of SOEs.

Keywords: Regulation on SOEs, Enterprise Performance, Difference—in—differences, Dynamic

Effect, Heterogeneity
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