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Study on the efficiency and influencing factors of
internal capital market in Chinese business groups

YI Languang

(Business School of Central South University, Changsha 410083, China)

Abstract: Researches on internal capital market are mostly concerned about its existence and efficiency, and the factors

affecting the effectiveness of internal capital market receive much less attention. Choosing a dynamic panel data of

listed companies affiliated to domestic business groups during 2009—2012 as a sample, this paper extends empirical

tests on the factors affecting the effectiveness of internal capital markets from the perspective of the group’s ownership

as well as organizational structure, based on the construction of an accelerator model of investment under the

investments- cash flow framework. Conclusions have been reached that, on one hand, domestic internal capital markets

in domestic business groups are effective as a whole and those of state-owned group are more effective, on the other

hand, group’s ownership does not exert a significant influence on the ICM’s effectiveness, while the foundation of

financial company plays a positive role and those of state-owned groups realize more fully functional and effective.

Key Words: business group; internal capital market; effectiveness; ownership; financial company
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