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The optimal capital structure of PPPs under “the Belt and Road”

DENG Zhonggi' CHEN Yongjun®
(1. School of Economics Sichuan University Chengdu 610065 China;
2. Business School Renmin University of China Beijing 100872 China)

Abstract “The Belt and Road” has become the focus of improving global governance in the current international macro—
economic background but the theoretical model of the “win-win” mechanism has been very rare so far. Therefore this paper
studies it from the perspective of public-private partnership ( PPP) . Through reviewing the existing literature this paper
reveals the financing constraint effect and knowledge-transfer effect of PPP pattern and suggests that there is a “U” shaped
relationship between the project cost of PPP and private participation. The optimal private participation is higher with larger
knowledge transfer effect and lower with larger financing constraint effect. Finally this paper performs an empirical analysis
of international electricity industry and a robustness analysis of projectdevel data of electricity road seaport and sewerage—
treatment sectors in China. The results show that the financing constraint effect knowledge transfer effect and the U-shaped
relationship are all significant. In addition it is a dominant strategy for the host country to contract the project wholly or more
to Chinese enterprises or joint ventures dominated by Chinese enterprises which suggests that “the Belt and Road” will help
Chinese enterprises to go abroad and alleviate domestic overcapacity.

Key words “the Belt and Road”; public-private partnerships; financing constraint effect; knowledge transfer effect;
capital structure
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Is reducing the scale of bank loans conducive
to improve the capacity utilization?
Empirical study based on Chinese manufacturing enterprises

SUN Chenghao SHEN Kunrong
( School of Economics Nanjing University Nanjing 210093 China)

Abstract: Bank loan is an important supply source of investment funds for enterprises. This paper measures the capacity
utilization of Chinas manufacturing enterprises and then studies deep into the relationship between bank credit preference and
overcapacity especially how bank loans scale and enterprise heterogeneity impacts the capacity utilization of manufacturing
enterprises. The empirical tests show that the loan scale of enterprises is negatively correlated with their utilization rate of capacity.
This means that the large loan scale of enterprises is an important factor that causes the low utilization of Chinas manufacturing
enterprises. It is necessary to reduce the scale of enterprise financing so as to effectively curb the excessive investment tendency of
the enterprises and improve the utilization of the capacity. Subdivision studies show that this feature is heterogeneous among
different types of enterprises. Therefore in the process of overcapacity governance the financial regulators should appropriately
control bank credit preferences and credit discrimination in order to optimize the loan structure while controlling the total amount of
bank loans. At the level of ownership the scale and proportion of loans to state-owned enterprises and foreign-funded enterprises
should be reduced and the scale and proportion of loans to collective and private enterprises should be promoted. At the level of
enterprise scale the scale and proportion of small business loans should be reduced and the loan scale and proportion to large and
medium-sized enterprises should be promoted. At the level of government relations it is necessary to reduce the loan scale and
proportion of enterprises with deep government background and those with no government relations and to improve the loan scale
and proportion of enterprises with weak government relations. It has important implications to improve investment structure and
promoting the effective solution of overcapacity from supply side of enterprise investment funds.

Key words: capacity utilization; manufacturing enterprises; scale of bank loan; credit preference; credit

discrimination; enterprise heterogeneity
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