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Ownership, Corporate Diversification and
the Endogeneity of Capital Structure of

China’s Listed Firms

DaoLin Hong Drnua Xiong L1 Liu
(Peking University)

Abstract In this paper, we focus on the relationship between corporate diversification
and capital structure. Our research shows that ownership makes a marked impact on this rela-
tionship: diversification raises the leverage of state-controlled enterprises significantly, while
it's not the case for non-state-controlled companies. The coinsurance effect can explain why
the state-controlled companies diversify, and we do not find any proof on the ineffectiveness
of internal capital market of non-state-controlled companies.
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