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Nature of property right, government subsidies and
corporate profitability: Empirical study on listed companies
in machinery, equipment and instrumentation

HE Hongqu, LIU Jiazhen
(Business school of Central South University, Changsha 410083, China)

Abstract: Taking as samples China’s 177 listed companies which belong to machinery, equipment and instrumentation
industry, and using panel data fixed effects model based on time-series data from 2009 to 2014, this study empirically
tests the influence of the government subsidies on profitability of listed companies under the different nature of property.
Research findings indicate that government subsidies have “weakness-filling” effect on the profitability of listed
companies, that the intensity of trend of government subsidies are both negatively correlated with profitability, that
state-owned enterprises are more likely to obtain government subsidies than other enterprises, and that compared with
other enterprises, the negative effect of government subsidies on state-owned enterprises’ ROA and profit possibilities is
stronger. This conclusion expands the perspective of profitability and offers important guidance in improving business
efficiency.

Key Words: corporate profitability; government subsidies; nature of property right
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