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The Putting forward and Explanation of Efficiency
Paradox of China’s Listed Companies

LIU Huai-zhen, OUYANG Ling-nan

(Antai Management School , Shanghai Jiaotong University, Shanghai 200030, China)

Abstract: There is an efficiency paradox among China’s listed companies
characterized by the preference of equity financing and low efficiency of oper-
ation. This paper explains this paradox by developing a model from the as-
pect of relationship between equity structure design, equity financing and in-
vestment behavior. It holds that the above paradox originated from the spe-
cial separation of equity from property in China leads to overpriced state-
owned assets, which stimulates listed corporations to invest some projects
with negative NPV. Therefore, decreasing state-owned equity is one of the
important paths to solve the present paradox of state-owned enterprises.

Key words: efficiency paradox; equity structure design; equity finan-

cing; over-investment; NPV,
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