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Fiscal Decentralization, Corporate Rent-seeking
and Local Government Grants and Subsidies:
Evidence from Chinese Capital Market

XU Gang'?, ZHU Wei-dong', ZHANG Zi-yu®

(1.School of Management . Hefei University of Technology . Hefei 230009, China ;
2.School of Accountancy s Anhui University of Finance and Economics ,

Bengbu 233030, China)

Abstract: This paper analyzes the relationship between fiscal decentrali-
zation, corporate rent-seeking and local government grants and subsidies
based on the data of A-share listed companies from 2007 to 2009. It reaches
the following conclusions: firstly, on the whole, in regions with higher de-
grees of fiscal decentralization, governments provide fewer grants and subsi-
dies for the companies whose rent-seeking is conducive to getting govern-
ment grants and subsidies; secondly, with regard to ownership, in regions
with higher degrees of fiscal decentralization, governments provide more
grants and subsidies for state-owned enterprises and fewer for private enter-
prises, showing that there is ownership discrimination in regard to govern-
ment grants and subsidies, and the problem about soft budget constraints of
state- owned enterprises is still prominent. Therefore, it is a tough and
long-term task to set up the institutional environment with fair competition
and mutual development of different ownership economies.

Key words: government grant and subsidy; fiscal decentralization; po-

litical connection; rent-seeking (wHE%% K& 1
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