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State—-Owned Enterprise Equity Network and Local Debt Expansion:
Based on the Perspective of Penetrating Supervision
Zhou Bo
(School of Economics, Peking University)

Abstract: This study uses 92.5 million shareholders” information of 51.8 million enterprises in the administrative registration data to es-
tablish a panoramic view of the equity network of local state—owned enterprises, and uses the national tax survey enterprise data to investigate
a new mechanism behind the debt expansion of local government financing vehicles (LGFVs). There are three main findings. The equity net-
work of LGFVs has expanded rapidly in both horizontal and vertical dimensions since 2008. Using the 2011 credit supervision policy imple-
mented by the China Banking Regulatory Commission, the study finds that regulated LGFVs evade supervision by financing through unregulat-
ed enterprises within their equity network, leading to a continued increase in overall debt levels. Further analysis shows that although the debt
ratio and total liabilities of these network-—affiliated firms rise significantly, their investment, employment, and output remain unchanged. In
contrast, the regulated LGFVs themselves experience significant increases in debt, investment, and employment, along with greater direct bor-
rowing from their network firms. The conclusion of this study provides specific and clear policy implications for understanding the scale and
growth of local debt, and preventing and resolving local debt risks. That is, the idea of local debt supervision that penetrates the equity net-
work of local state—owned enterprises is the core of improving the full-caliber local debt monitoring and supervision system.

Keywords: LGFVs; equity network; backdoor financing; administrative registration data
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(B %3770
(57)Xu, C. and Liu, H., 2023, “Export Tax Rebates and Enterprise Export Resilience in China”, The Journal of International Trade &
Economic Development ,32(6) ,pp.953~972.

The Integration of Digital and Real-Economy Technologies and Enterprise Export Resilience
Xie Qian’, Jin Caiqi" and Liu Weigang'
(a. Institute of Economics, Chinese Academy of Social Sciences; b. School of Economics, Fudan University;
c. College of Economics and Management, China Agricultural University)

Abstract: The deep integration of the digital economy and the real economy has injected new momentum into China’s economic growth.
As a key component of digital-real integration, technological integration plays an important role in enhancing enterprise export resilience. This
paper first constructs a theoretical model incorporating digital-real technological integration and enterprise export resilience, analyzing the
mechanism through which digital-real technological integration strengthens enterprise export resilience by improving productivity and reducing
trade costs. Furthermore, using Python—based web crawling technology, we obtain Chinese enterprises” patent citation data to measure the level
of digital-real technological integration, which is then matched with national tax survey data from 2008 to 2020 to conduct an empirical test of
the theoretical conclusions. The empirical results are highly consistent with the theoretical analysis. In terms of internal firm characteristics,
the larger the scale, the more mature the development stage, and the higher the R&D intensity, the stronger the role of digital-real technologi-
cal integration in enhancing export resilience. In terms of external environmental factors, enterprises with higher dependence on external mar-
kets and better—developed digital infrastructure see a more significant reinforcing effect of digital-real technological integration on export resil-
ience. At a critical stage of profound global trade restructuring and China’s in—depth advancement of digital-real integration, these findings
provide decision—making references for enterprises to promote differentiated digital-real technological integration, strengthen export risk resis-
tance, and support the high—quality development of foreign trade.

Keywords: digital-real integration; digital-real technological integration; enterprise export resilience; industrial chain; stabilizing foreign

trade
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State—Owned Enterprise Equity Network and Local Debt Expansion:
Based on the Perspective of Penetrating Supervision

Zhou Bo
(School of Economics, Peking University)

Summary: Coordinating the mitigation of local government debt risks with stable economic development is a
critical task for current economic policy in China. Since the State Council issued the Notice on Strengthening the
Management of Local Government Financing Platforms in 2010, the central government has adopted stringent regulato-
ry measures to oversee the debt of local government financing vehicles (LGFVs). However, the scale of this debt has
continued to expand. To address regulatory loopholes, the central government has emphasized the need to "improve
the government debt management system, establish a full-caliber local debt monitoring and regulatory framework, and
develop long—term mechanisms for preventing and resolving hidden debt risks". This raises several key questions:
Why does local debt continue to grow despite increasingly standardized management? What are the core elements of
a full-caliber local debt monitoring and regulation system? And how can this system be improved? These are the cen-
tral questions this study seeks to address.

This study uses 92.5 million shareholder information of 51.8 million enterprises in the administrative registration
data to establish a panoramic view of the equity network of local state—owned enterprises (SOEs) and combines it
with national tax survey data to investigate new mechanisms underlying the expansion of LGFV debt. There are three
main findings. First, after 2008, the equity network of local LGFVs expanded rapidly both horizontally and vertically.
Second, exploiting the 2011 regulatory shock imposed by the China Banking Regulatory Commission, the paper finds
that regulated LGFVs use unregulated firms within their equity networks as alternative financing channels to bypass
oversight, resulting in continued growth of total debt. Third, further evidence indicates that while the debt ratios and
debt levels of networked enterprises significantly increase, their investment, employment, and output remain un-
changed. In contrast, regulated LGFVs significantly increase their own debt, investment, and employment, along with
direct borrowing from their equity—network firms. These results provide clear policy insights into understanding and
curbing the growth of local debt: a regulatory approach that "penetrates" the equity networks of local SOEs is essen-
tial for improving the full-caliber local debt monitoring and regulation system.

This study contributes to the literature in two ways. First, it offers a new dataset and research methodology for
studying LGFVs. Existing research has predominantly relied on samples of LGFVs that issued bonds, which represent
only a subset of all platforms. As a result, the external validity of such studies is limited. By constructing an equity
network of approximately 400,000 local SOEs using 92.5 million shareholder records, this study includes the full sam-
ple of LGFVs, thus laying an empirical foundation for future research. Second, it identifies a novel mechanism driv-
ing the persistent expansion of local debt. While previous studies have examined mechanisms such as credit, shadow
banking, bond financing, and guarantee networks, this paper shows that LGFVs strategically use their equity networks
to evade regulatory constraints. This finding is consistent with recent evidence that business groups employ equity net-
works to circumvent regulations related to taxation, patents, environmental protection.

Keywords: LGFVs; equity network; backdoor financing; administrative registration data
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