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How do zombie enterprises distort economic operation:

from the perspective of enterprise-scale distribution

ZHANG Tianhua WANG Yutong
( School of Economics and Management South China Normal University Guangzhou 510006 China)

Abstract: It is essential to promote economic development under the “new normal” of China’s economy to resolve
overcapacity and improve the efficiency of economic operation. Zombie enterprises which impede and delay China’s
economy have been of major concern. However the way that zombie enterprises distort the distribution of enterprise scale
has not been discussed. This paper discusses the influence and mechanism of zombie enterprises on economic operation from
the perspective of enterprise-scale distribution. It is found that the growth of zombie enterprises not only causes the enterprise—
scale distribution to deviate from the standard of Zipf distribution but also causes volatility distortion. Further mechanism
analysis shows that zombie enterprises delay economic development mainly by distorting static resource allocation and dragging
down dynamic evolution efficiency. Regarding the static aspect the dual effects of “alleviating insufficient capital
investment” and “intensifying excessive labor investment” brought by zombie enterprises cause the deviation distortion of
enterprise-scale distribution. Regarding the dynamic aspect the growth of zombie enterprises hinders the entry of large
enterprises accelerates the exit of small and medium-sized enterprises and causes the deviation distortion of enterprise—scale
distribution. At the same time zombie enterprises distort the scale distribution of enterprises by intensifying the differentiation
process of the growth rate of enterprises. This paper provides a new perspective that zombie enterprises cause two distortions of
enterprise-scale distribution. It has important policy significance to alleviate the economic impact of zombie enterprises
optimize the allocation of enterprise resources and improve the overall operation efficiency of the market.

Key words: zombie enterprise; enterprise-scale distribution; Pareto index; volatility distortion; resource allocation

— 142 —



