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Fiscal Decentralization, Governmental Levels and
Corporate Over-investment: Empirical Evidence
from Panel Data of Regional Listed Companies

ZHOU Zhong-sheng'*,1.LUO Zheng-ying®

(1. Institute of Finance and Trade Economics sChinese Academy of Social Sciences s
Beijing 100836 ,China ; 2.Business School s Soocho University s Suzhou 215021 ,China)

Abstract: Based on a sample of listed companies from 2001 to 2007, this pa-
per studies the effects of regional fiscal decentralization and the levels of govern-
ments which state-owned companies belong to on corporate over-investment. It
shows that in the regions with more inadequate fiscal decentralization, the state-
owned companies controlled by local governments and local private companies are
more likely to over-invest. And compared to state-owned companies controlled by
the central government, the state-owned companies controlled by local govern-
ments and local private companies are more likely to over-invest. The state-owned
companies controlled by local governments with lower levels have the higher pos-
sibility of over-investment.In addition,in the region with slower GDP growth, the
statecowned companies controlled by local governments and local private compa-
nies are also more likely to over-invest,

Key words: fiscal decentralization; governmental level; over-invest-
ment (wHESRE F M)
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