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Corporate governance is a topic that has received high attention from scholars and practitioners.
However, most research has paid much attention to matured economies in western countries.
An important issue regarding corporate governance is how to mitigate expropriation of
minority shareholders’ wealth by controlling shareholders, which is evident in emerging
markets that typically have weak legal protection of minority shareholder rights. China is a
typical country in which severe expropriation problems exist due to concentrated corporate
ownership structures and the existence of non-publicly tradable shares (NPTS). This thesis
investigates how corporate governance mechanisms protect minority shareholder wealth by
using Chinese data. Specifically, this study explores: (1) the influence of corporate governance
mechanisms on firm stock performance during the global financial crisis; (2) long-term stock
performance following top executive turnover; (3) the linkage between cash dividend payment
and ownership structure.

There are some previous studies on the effect of Chinese corporate governance on firm
performance. I reexamine this issue in a research environment that is less subject to
endogeneity problems. Using data during the global financial crisis, which is an unpredictable
event for individual companies, we can avoid endogeneity problems to examine the effect of




governance mechanisms on firm performance. The analyses find that state-owned enterprises
(SOEs) that show poor performance during the pre-crisis period experience better performance
during the crisis, especially when they rely on bank debt and have high ownership
concentration. The result suggests that state ownership mitigates financial constraints during
times of financial crisis. We also find that managerial ownership is positively associated with
the crisis-period performance for SOEs after controlling for various firm characteristics. This
result suggests that managerial ownership mitigates expropriation problems in SOEs. Finally,
Chinese firms that adopt a reputable accounting auditor experience a small reduction in firm
value during the global financial crisis.

In 2005, the China Securities Regulatory Commission (CSRC) launched Split-share structure
reform program, which will substantially change the Chinese corporate governance structure,
with the aim of eliminating NPTS. I separately examine stock performance following Chief
Executive Officer (CEO) turnover before and after the Split-share structure reform. The results
suggest that CEO turnover before split-share reform results in no significant improvement in

stock performance. After split-share reform, however, there is a significant improvement in
stock performance following CEO turnover when the firm have exhibited negative prior stock
return. The post-reform result suggests that after split-share reform controlling shareholders
have an incentive to discipline their CEOs that show poor stock performance.

Finally, I explore the expropriation problem associated with cash dividend payments in
Chinese listed companies. We investigated the relation between changes in cash dividend
payments, non-public tradable shares, and the percentage ownership of the controlling
shareholder before and after the Split-share structure reform. We found a significant reduction
in cash dividends before and after the reform. Importantly, the reduction in cash dividends was
significantly related to the reduction in the largest shareholder’s ownership; however, not
significantly associated with the decline in non-publicly tradable shares. These results suggest
that Chinese controlling shareholders’ preferences for cash dividends is attributable to the
inherent illiquidity of their shares rather than non-tradability of shares.

Our studies suggest that an incentive of controlling shareholders is particularly important in
China that has weak minority shareholder protection and concentrated ownership structures. We
also find that the split-share structure reform aligns the interests of controlling and minority
shareholders, to a certain extent. However, as long as controlling shareholders have an
incentive to keep sufficient equity stakes to achieve their own goals, the conflict of interests
between controlling-minority shareholders will not be eliminated.

] BEEOHEHERODETE

WA, XEHRE - DEMEORIEMICESE Y TAHEGHOI—RL — b - HNF 2 ABRER
HEALTHD, AERBENETHNTHD, FEEZIEHR (non-tradable share) NFEIT I N TN S HEZ
KELEMRBMATNDY, FRXOEBERSHEELT, BEICE > TTFRRTRIRSRMAERE O
MAEZITOIET, A—RL—b - ANF O ABEEHEPERELTHL M5 ECLRAERORM
BT B EE I, BERAAD/NT = ANOZECHEL TEFEORR TIIRETE 2Ll



HZEDH L2 &, DBERRRHEE (split-share structure) WEDFEE TS 2T, BARAERITE
W THEESIEGROZEZ I L A0EIT 51 5,

1ETIEa—ARL— bk« ANF 2 ZOBENBEHNERIND, 2ETIIRITHAZEEL, X
DBBEVFHHASIND, IRTIILSHAEEROKRIGERE T—FRL— b - NS> ABEDBERZE 2
L, SRGHFICIEFSREDNSMEINOBMICL > TR T4 TREEBERDEFRL TN, 4
BTN EREERET 7RI, MoK F—2EOBRFa > bO—)VREPNREE 2K
REB1BE, FROKLIBRNEG< 22 EFRLTNDS, SETIE, 2EKRAKELUREOBE SRS
OB HEESE LR TR < BAKREOFHELROE TICERT 2 & ERL TV 5, 6FITER LS
WThHD. '

LLED#RERIE, ERFADPRRICE > TEDON 73— AR ERDI L, EFEHZROTY
LR EEELEN —EOANF > AR E/HOE, BRAOBERIEL D Xk EDRAKK
DOEFHEPNBEELMETHD I EE2RLERIIBNT, HELSEHMEZR/ZL TN,

PLED RS, KemSGRERT, BIFEMRK X DR S N7 X Essays on Corporéte Governance
in ChinaZ {1 (RFE¥) OEMERGTHIHETL2HDERD D,

Fr A
G4 - OREE - E5E) (3 B (D)
E VAN - it (R
EE VATV ) RFEHEL 6 95
EALR G OB AN Er2449H24H
FAARG O PN SEARRIGE 4 508 1 THRZY RN R LEHEI
== = Econometric Analysis on Natural Resources and Economic Growth in China (REICHITS
RAER EBEBRROFEZEZD)
wmo A & A F & & &® B #H R
BlOA&) WEBdR W A& K O iE I N | B IS

-

X A & O E F

Today, the role of natural resource in the promotion of economic growth has been among the
core issues of development theory and practice. Firstly, the present economic growth theory
does not attach enough importance to the role of natural resource. Secondly, natural resource
has different impact on economic growth over different development stages for a country.
Thirdly, the increasing regional disparities are closely related to the natural resource-growth
nexus, which attracts more and more attention in theory and practice. Finally, for some typical
resources of a country, they are going hand in hand with the country’s economic fluctuations. In
order to avoid the loss of natural resource shocks, we need to understand the significant impact
of typical resources on economic growth. What is important is that all these arguments have to
be explained and analyzed with econometric instruments that have been developed recently to
derive the convinced evidence.

China’s economic growth is very fast over the past 30 years, but is usually considered as the
resource-driven model by many scholars. Great amount of natural resource input promotes the
economy effectively, whereas the growth efficiency is quite low. The high growth rate also
causes large demand for natural resources from different sectors. As a result, we often observe
that small changes of resource consumptions often take significantly effect on the country’s




economy, due to high dependence on natural resources. Furthermore, in recent years, it has
begun to constraint the economic growth for resource risk and environmental problems. And the
resulting regional disparities are becoming worse and worse across China. Based on these, the
study of the dissertation is useful for explaining principles of natural resource economics and
economic growth theory, and also designing effective policies to solve the existing problems in
China. This dissertation conducts econometric analysis on natural resources and economic
growth in China mainly from the following structures, and derives conclusions and policy
implications including some innovation points.

Chapter 1 introduces background, significance and objective of the dissertation, and points out
its innovations and limitations. Methodology, data and organizational structure of the
dissertation are also depicted.

Chapter 2 reviews relevant literature, theory and model in detail on natural resource and
economic growth. It introduces concept of natural resource curse, mechanism of natural
resource on growth, and relevant resource management policies. It presents main models,
variables, indices, and data used in previous studies, and focuses on the evaluation of the
econometric methodologies. At the end of this part, it summarizes experiences and examples of
main literatures, finds out their deficiency especially in econometrical methods, and discusses
scopes for the study.

Chapter 3 conducts an empirical analysis on the relationship between natural resource
abundance, transmission mechanisms and economic growth over the period 1997-2007, using
cross-sectional dataset of China’s 31 provinces. The empirical results support the convergence
hypothesis of economic growth that regions with lower initial income would have higher
growth rate. It also shows that natural resource hampers economic growth mainly through
crowding-out effect on the investment on manufacturing, and inductive effect of resource
policies in comparison with the United States’ case.

Chapter 4 is conducted to explore the long-run and short-run relationship between energy
consumption and economic growth over 1995 to 2010 using the panel time-series techniques
under a multivariate framework. The results reveal that there is a long-run co-integration
relationship among real GDP, energy consumption, capital formation and labor force. Moreover,
based on panel VEC model and joint F-test, there is bidirectional causality between energy
consumption and economic growth, which is consistent with the growth hypothesis in terms of
the energy consumption-growth nexus. The unidirectional causality from capital formation to
energy consumption reveals that energy consumption cannot affect economic growth through
capital formation. Additionally, each variable responds to short-run deviations from long-run
equilibrium with a slow adjustment speed. Finally, by estimating panel VAR model and impulse
response functions, it is found that the responses of real GDP to a shock of energy consumption
are negative, whereas the shock of real GDP changes is positive with most of the energy
consumption response being absorbed during six years. By variance decompositions derived
from the orthogonalized impulse-response coefficient matrices, a shock in the energy
consumption has the biggest impact among all the variables on real GDP in both long-run and
short-run.

In Chapter 5, we calculate Malmquist index of total factor productivity (TFP), test natural
resource curse hypothesis, and estimate natural resource consumption equation, using dynamic
panel data models for the country and the integral regions. Firstly, TFP index calculations show
that China’s high economic growth is less efficient and interior provinces have large disparities.
Secondly, from the estimation results, natural resource sector’s investment and employment
promote GDP growth for the whole country, namely no natural resource curse exists in China.
But integral three regions have different situations. The east region has been constrained by



resource curse effect since 2007, but the middle and the west are not troubled by resources due
to their lower resource consumptions. Thirdly, TFP takes significantly negative effect on natural
resource consumptions for the country. And three regions’ TFP is all negatively correlated with
resource consumptions, owing to fast technological progress in resource exploitation and
utilization these years. ‘

In Chapter 6, we take iron ore resource as instance, which is representative among China’s
natural resource sectors, and analyzes the impact of the fluctuation of iron ore’s import price
and tariff on China’s macro-economy, by building a computable general equilibrium (CGE)
model. We derive several findings as follows: (i) it is a vital factor for the value ¢ (the
substitution elasticity between domestic and export demand for iron ore) to determine the
changes of macro-economy. The bigger ¢ takes, the better simulation result becomes; (ii) the
iron ore import price has impact on the macro-economy, mainly from quantities and structures
of real GDP. It takes the most significant effect on gross export and gross import, but slightly
changes the proportions of gross investment and gross consumption in real GDP; (iii) it has
different impact for tariff reduction, when ¢ takes different value. The tariff policy only plays
an insignificant role in easing the economic shock, which cannot reduce macro-economic loss
radically.

Chapter 7 summarizes the whole dissertation, and highlights the policy implications derived
from econometric results. Prospects for further research are also presented.
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Foreign bank entry in emerging countries is a sensitive issue since many immature financial systems in




emerging countries rely heavily on banks to channel financial resources to development priorities. Empirical
evidence on the impact of foreign bank entry into emerging countries has both with positive and negative
results, and the evidence from China is important to understand the impact of foreign bank entry. Foreign
strategic investment in China’s banking sector has been in the form of minority equity investment which not
only reflects the degree of banking privatization but also the degree of foreign bank entry into Chinese
market. In addition, for foreign banks, strategic investment is an important entry mode compared with
branches and subsidiaries, and for Chinese banks, it is also an important reform strategy in terms of China’s
banking liberalization and privatization. Because of these reasons, this study inyestigates the motivation of

foreign bank strategic investment and its effects.

This paper will be the first of kinds focused both investment and divestment side of strategic investment
into Chinese banking industry. Foreign strategic investments in China’s banking sector are very specific in
terms of foreign minority ownership investment and business cooperation, and this research will enrich the

scope of foreign bank entry choice and studies of foreign bank entry in terms of foreign minority ownership.
2. Research method and findings

This study uses both a quantitative and qualitative research approach using the secondary data and
substantial hand-collected archive data. Previous studies are reviewed in Chapter 2, and the structure and
development of China’s banking system and the history of foreign bank entry are detailed in Chapter 3. The

main research questions in this study are explained in three parts and developed in Chapters 4, 5, and 6.

Chapter 4 investigates the motivation of foreign banks undertaking strategic investment and the
motivation of Chinese banks intfoducing strategic investment. The anecdotal evidence suggests tilat foreign
banks are likely to use the strategic investment to get access to local resources, such as distribution networks
and local customer base, to expand into the Chinese banking market, and to gain return from the investment.
Chinese banks are primarily motivated to improve their efficiency and to get éccess to foreign banks’
financial resources and other intangible resources, such as technology and experience.

Chapter 5 examines the impact of foreign strategic investment on the performance (profit efficiency, cost

efficiency, return on asset, and cost to income ratio) of Chinese banks. This chapter presents mixed results.

Chinese banks do not experience performance improvements on average, however, assistance in



management systems and business cooperation accompanied with foreign strategic investment improves
performance, e.g., bank cost efficiency significantly improves when the foreign strategic investment

provides local banks with assistance on internal control.

Chapter 6 investigates the causes of the divestment of foreign strategic investment and theﬁ examines the
impact of that divestment on Chinese banks which also reflects the effects of foreign strategic investment.
The results show that the poor financial performance of foreign banks caused by the 2008 financial crisis is
the main causes of the divestment. Chinese banks’ stock price responses negatively to the announcement of
the divestment, and the business cooperation with whole divesting foreign banks tend to stop. Those results
illustrate that foreign strategic investments created a substantial shareholder value before the divestment,

and are consistent with the contention that business cooperation improves the performance of Chinese banks.

This unique analysis of covering both investment and divestment of foreign banks’ strategic investment
contributes to the analysis of foreign entry into the Chinese banking market and gives us some implications

for opening financial markets in emerging countries.
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After the reform and openness policy in 1978, China’s economic growth entered a new phase. Between
1978 and 2010, China’s average real GDP growth rate reaches 10%. What are the causes for China’s rapid
economic growth? Based on the causes raised in the previous studies, this paper investigates their
contributions to the real GDP growth during different time spans and among regions in China. Then the
author analyzes the influence of financial development on China’s economic growth by exploring whether
China’s financial system has efficiently allocated the financial resources to the different economic sectors. If
not, what are the main reasons leading to this inefficient function of China’s financial system? To answer
these questions is the objectives of this research, which is organized into five chapters.

Chapter 1: Introduction. This chapter introduces the research background and motivations, research
objectives and contents.

Chapter 2: Causes of Economic Growth in China. This chapter examines the important causes for China’s
economic growth after the reform and openness policy in 1978. In the literature, the widely admitted and
discussed important factors in China’s economic growth are: FDI inflow, fast growing exports, domestic
investment, and high saving rate. Firstly, the expenditure approach has been employed to analyze the
importance of consumption expenditure, capital formation and net exports in the real GDP growth at five
year interval. Both of the composition rate and contribution rate of capital formation and exports show an
increasing importance in China’s fast economic growth process. Then, in the regional analysis, this paper
finds that FDI is 2-4 percent of GDP, it has not been a key source of financing in China’s capital formation,
but FDI-led exports, especially processing trades, are the main source to the economic growth of the eastern
coastal provinces; for the middle and west areas, capital formation contributes to their growth. Through
analyzing the flow of funds accounts, the author finds that the saving-investment surplus of China’s
households sector provides the funds for domestic investment in China. Howéver, China’s large amount of
domestic saving suggests that one of the functions of the financial system, which is ch‘annelling savings to
non-financial enterprises sector, seems not well-developed. The role of the financial system in supporting
China’s economic growth needs further detailed investigation. '

Chapter 3: Financial Development in China. This chapter comprehensively analyzes China’s financial
development at the macro level as well as examines the current status of China’s financial system. Firstly,
China’s financial development indicators at the macro level have been studied. The results suggest that
China’s financial development does not have a correlation with economic growth. Meanwhile, most of

financial resources are agglomerated in the east area of China. Both of the financial development indicators




and allocation of financial resources seem to be correlated with government policy-related factors other than
market-oriented incentives. Secondly, descriptive analysis has been applied to investigate the current status
of China’s financial system. The distribution of the bank loans has been analyzed and the outcome shows
that most of the loans have been issued to less efficient state-owned enterprises (SOEs), while more
profitable non-SOEs could not obtain enough funds. This leads to an inefficient allocation of bank loans.
Through studying the shareholders of all types of banks in China’s banking sector, the first reason for the
above inefficient funds allocation has been revealed: Chinese governments still control the banking sector
directly or indirectly; state-owned banks (SOBs) still remain in a monopoly position and the state still has
the majority equity stake of these banks; other minor banks are controlled by SOEs or correlated with local
governments. Therefore, most of bank loans have been extended to SOEs other than small and mediurﬁ-sized
enterprises (SMEs). Although Chinese security market experienced huge development, it is still in its
infancy: neither the share market nor the bond market effectively solves SMEs financial difficulty.

Chapter 4. Local Government Behaviour. Influence of Fiscal Reform in China. Besides the governments
control over the banking sector, in this chapter the motives of local governments to intervene in local
financial sectors, which further worsen the efficiency of funds allocation, has also been discovered. China is
now transitioning from a centrally planned economy to a market-oriented economy, and this transition
requires all the institutions to cooperate. This paper finds that, in the fiscal system, the 1994 tax sharing
reform cuts down the balance between fiscal expenditure and revenue, and brings a heavy fiscal burden to
local governments. The increasing fiscal pressure inevitably leads to the intervention behaviour of local
governments to the loan extending procedure of banking sector, through absorbing from the financial system
to make up its fiscal expenditure. Meanwhile, local protectionism and officials’ political ambition for
promotion strengthen local governments’ intervention to the financial sector, which is not favourable for
financial system allocating capital efficiently and thus not beneficial for local economic growth.

Chapter 5. Conclusion. By the above analyses, the reasons for the current inefficient allocation of capital
by China’s financial system have been cleared: governments still control the banking sector of China
directly or indirectly, which leads to large proportion of the bank loans issue to state-owned sector
preferentially, while more efficient non-state owned sector (mainly SMEs) could not get enough funds from
financial system; meanwhile, due to the 1994 tax sharing reform in China’s fiscal system, local governments
under a heavy fiscal pressure intervene in local financial sector and further worsen the performance of
financial system in China. These problems during China’s financial development provide a valuable

experience for other transition countries.
WX BEOERODEE

FEVT 1978 LB, EHEOREETEZBLUT 10X ORFREEZMEEL TE/2, @RETH.
EINCIHENS, EBHNELBEEEZEELTVD, ZRE. 20X D OB RIS K
EREOXIREBEEATERNE, DENESRAOBANSHHL TN,

T BEREICDVT, Bl BEARFREIT 00 FEREAEOR RIS TIZE 54, HEEE
THEZEAABENRBREOERTH D, KWT, ZORTEABENRTFRHITEKEL TV
EHERWT 5, E5I1C. BTREMYEROBVEMO P /AEETIERL, PEROL IELFLES
KEELTHN > TWIEEZ, SMEIEOHEYRE LRI ZORKBHELARLOREL TS,

F11C, EEMERTEND TR, RAHIMEZET. BiEERTOKIEIIPR - HH BT,
HERETHZ L%, ERBEZONER/TICE o TRIL, REENDVELECEAORE %



BBEIETNLLEMT S, 212, 1994 F£0 [45BiH ] M ABFORBAZHIBLZIZHRbD
59, WHBUFIIM S REOMRE L EADFIEDZD, BITHEORMEITKEL D DRINEILKS
B, TOLRMABIROESNBRITOESEITBELZED, BERERIXAT TICEELTW
% Z L%, 1980-2009 FERIDE B DOHIBMANEAEE, BE. BIRXHT—F2F AL NIV T—F
SIITE > TEIEL TS,

ZOXDIT, FawxXid, BROHKICKDFEEERT EITNVWA. BITOKRIATEBEIN O T
<, MBHIEEWS @BBIEAOKRENPTHOSHMHECEEL TWS I 2B ICHIBLTY
2o

Ut EMS, AmIGAEZAERT. xXIE B KK DR SN /253 [The Influence of Financi
al Development on Economic Growth in China---- From the Perspective of Efficient Resource Distrib

ution----| ZiBL (BHEF) OFMNZRGITICETLIHDOLED S,



	00051
	00052
	00053
	00054
	00055
	00056
	00057
	00058
	00059
	00060
	00061



