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Financial constraints the difference in the value of

cash holdings between SOEs and Non-SOEs:based on business cycle

ZHENG Ligen
(School of Management Fudan University Shanghai 200433 China)

Abstract: This paper analyzes the influence of financial constraints on the difference in the value of cash holdings between

SOEs and Non-SOEs by means of business cycle fluctuation. The fluctuation of business cycle can affect the external financing

capacity of the firms and the effects on firms with different characteristics are different. The difference of financial constraints

between SOEs and Non-SOEs is further amplified during the recession. Based on sample study of Chinese A-share listed firms

from 2003 to 2015 we find that the Non-SOEs” cash holdings are more valuable than those of the SOEs” during recession. The

difference in the value of cash holdings between SOEs and NO-SOEs increases significantly from the expansion of the economy to

the recession. Further study shows that the difference in the value of cash holdings between SOEs and Non-SOEs is more pro—

nounced in the firms more dependent on the external financing and the firms with greater cash flow volatility. This paper pro—

vides direct evidence of the effects of financial constraints on the difference in the value of cash holdings between SOEs and

Non-SOEs and also confirms that the Non-SOEs are facing financial constraints especially during the recession.

Key words: financial constraints; the value of cash holdings; ownership property; business cycle; external

financing dependence



