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Restructuring of State-Owned Enterprises and Firm Profitability:
Re-estimation Based on Difference-In-Difference

Propensity Score Matching Method
ZHANG Teng' ZHOU Mao’

(1. Research Institution of Economics and Management Southwestern University of Finance and Economics Chengdu 611130 China;
2. School of International Business Southwestern University of Finance and Economics Chengdu 611130 China)
Abstract: Compared with the previous literature on the effect of state-owned enterprise ( SOE) restructuring policy this

paper revises the “China’ s Annual Survey of Industrial Firms” ( ASIF) and constructs a formal panel database. Based on the

database this paper adopts difference-in-difference propensity score matching method to estimate the effect of restructuring on
firm profitability in order to alleviate the estimation bias caused by the endogenous problem. Moreover we also take into ac—
count the specific form of the SOEs after restructuring which will help to improve accuracy and reliability of the estimation re—
sults. Research shows that SOEs restructuring to either domestic non-SOEs or foreignfunded enterprises can promote firm prof—
itability. In addition domestic non-SOEs restructured from SOEs perform better than foreign-funded enterprises restructured
from SOEs in both firm profitability and the duration of profitability increase. The paper also reveals the mechanism of the
effect of restructuring on firm profitability from two aspects: the capital utilization efficiency and inventory management ability.
Key words: restructuring of state-owned enterprises; firm profitability; difference-in-difference propensity score matc—

hing method; debt ratio; inventory ratio



