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Abstract

In order to speed up the strategic adjustment of the layout of state-owned economy, China
has been encouraging state-owned enterprises to strengthen cooperation with other ownership
enterprises in various fields since the 16th National Congress of the Communist Party of China.
In recent years, Chinese economic reform now includes a crucial component: the reform of
state-owned enterprises. In 2022, the report to the 20th National Congress of the Communist
Party of China also suggested that the reform of state-owned enterprises is an indispensable
initiative for the country's high-quality development. This shows that the involvement of non-
state-owned businesses in the corporate governance of state-owned businesses raises concerns.
With the rapid development of China's economy, the business modes of enterprises gradually
tend to be diversified, and there is no master-slave relationship between capital management
and product management. The return on investment of capital in investment activities and
business activities also affects the economic growth of businesses. The ineffective enterprise
capital allocation is a long-standing serious problem in the operation of many enterprises, and
its causes are complicated. Can non-state shareholders gain the right to speak on the board of
directors by assigning directors to participate in the corporate governance of state-owned
enterprises and effectively implement the supervision and encouragement of management, thus
promoting the rational allocation of internal capital? Does this move intensify or inhibit the
phenomenon of capital misallocation in state-owned enterprises? What is the path of action
between them? Is the effect different in different situations? At present, there are only a few
academic studies on the causes of capital misallocation between business activities at the micro
level. And there is a lack of literature examining the role of non-state shareholders' participation
in governance on the allocation of capital within firms.

Based on the above problems, this thesis takes the A-share state-owned listed companies
in Shenzhen and Shanghai from 2010 to 2019 as the research object and combines deductive
induction and empirical analysis methods to study the relationship between directors assigned
by non-state shareholders and capital misallocation of state-owned enterprises. Firstly, this
thesis makes a comprehensive summary and in-depth analysis on the ways of non-state
shareholders participating in the governance of state-owned enterprises, the economic
consequences of directors assigned by non-state shareholders, the macro-and micro-influencing
factors of capital misallocation and the economic consequences of capital misallocation, and

systematically summarizes the current research status and development trend; Secondly, this
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Abstract

thesis States the concept of directors assigned by non-state shareholders and capital
misallocation, and then combines the principal-agent theory, information asymmetry theory and
resource-based theory to deeply study the connection between enterprise capital misallocation
and the selection of directors by non-state shareholders, and puts forward relevant research
hypotheses; Furthermore, this thesis uses descriptive statistical analysis and multiple regression
analysis to test the empirical model, and carries out robustness test, intermediary effect test and
heterogeneity test; Finally, according to the conclusion, some relevant enlightenment and policy
suggestions are drawn.

It is found that (1) non-state shareholders can reduce the degree of capital misallocation of
state-owned enterprises by assigning directors. This conclusion is still valid after the robustness
tests such as substitution variables, PSM test and lagging variables. (2) The mechanism test
shows that non-state shareholders assign directors to restrain capital misallocation by improving
the internal control quality and information transparency of state-owned enterprises. (3)
Analysis of heterogeneity reveals that in contrast to state-owned enterprises which located in
areas with low marketization process and state-owned enterprises with specific functions, the
inhibitory effect of directors assigned by non-state shareholders on capital misallocation is more
significant in state-owned enterprises located in areas with high marketization process and state-
owned enterprises with commercial competition. The conclusion of this thesis provides data
support and empirical evidence for the reform of mixed ownership system and further enhances
state-owned firms' capital allocation efficiency.

Theoretically, from the perspective of control structure, this thesis expands the theoretical
explanation that non-state enterprises influence corporate governance by acquiring control
rights; Taking the capital misallocation between micro-level business activities as the research
object, combining the principal-agent theory, information asymmetry theory and resource-
based theory, this thesis analyzes the causes of capital misallocation in state-owned enterprises,
and expands the research on the influencing factors of capital misallocation. In practice, this
thesis investigates the connection and mechanism between state-owned firms' capital
misallocation and the directors chosen by non-state shareholders, which is helpful to provide
guidance for how state-owned enterprises formulate and implement mixed ownership reform
programs. At the same time, it takes into account the differences of the industry in which the
enterprise is located and the differences of the external environment faced by the enterprise,
and provides policy advice for the state and the government to formulate reasonable mixed

ownership reform policies.
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