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Figure 1 Transmission Mechanism
of External Governance Environment's
Influence on Corporate Over-investment
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Table 6 Correlation Coefficient Matrix of Variables

A Over _INV Gov Law Fin Orecta Agency Issue
Over_INV 1. 000 0. 025 0.047 """ 0. 027 -0.091"** -0.130°" 0.185"""
Gov 0.038°" 1. 000 0. 681" 0.818"" —-0.048 " 0. 004 -0.125""
Law 0.056""" 0.713""" 1. 000 0.744°"" - 0.047 " 0.066""" - 0.154°""
Fin 0.041°" 0.826*** 0.762°"* 1. 000 -0.061*** 0.064***  -0.131"""
Orecta -0.160°"" -0.075*" -0.073""" -0.062""" 1. 000 0.089°*" -0.079°""
Agency -0.185""" -0.012 0.063°"" 0.050""" 0.220"** 1. 000 -0.227°"
Issue 0227 -0.135*** -0.153*"" -0.140"*" -0.072*** -0.246"*" 1.000

oA B S EF I A Pearson A0 X R A, TAH MY Spearman A/ X F ;" AH0.050 K F LR EF W AESLE, TR,
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Table 7 Regression Analysis Results

BRI AR Over _INV

FEBTALF A Over_INV

s
Gov Law Fin Gov Law Fin
o 0.155*" 0.129"*** 0,138 0.111°*** 0.094*** 0.098 ***
(12.576) (7.510) (8.540) (8.793) (7.459) (7.590)
-0.046" 0.041°
Gov
(-1.724) (1.647)
L - 0.057 0. 091
(-1.980) (3.532)
. -0.045"° 0.075°""
Fin
(- 1.681) (3.057)
Orect -0,043" -0.044" -0.042 - 0. 060" -0.060*" -0.058"°"
recta
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External Governance Environment,
Industry Regulation and Over-investment

Li Yanxi,Chen Kejing,Liu Ling,Zhang Min
Faculty of Management and Economics, Dalian University of Technology, Dalian 116024, China

Abstract: Based on law and finance theory and regulatory capture theory, our research results provide evidences that external
governance environment and industry regulation may have a certain impact on corporate over-investment. On the basis of qualita-
tive analysis of the relationship between external governance environment and corporate over-investment under different conditions
of industry regulation, this paper, with the data of non-financial listed companies in Shanghai and Shenzhen Stock Exchange from
2001 to 2010, describes the regional distribution characteristics of over-investment of Chinese listed companies and builds an OLS
regression model of the external governance environment and over-investment, which is empirically tested in groups by samples in
regulated and non-regulated industries. The results show that, the over-investment distribution of listed companies in regulated
industries presents a local spatial cluster phenomenon whereas the distribution characteristics of those in non-regulated industries
show no regularity. External governance environment factors (level of government intervention, rule of law and financial develop-
ment) exert a significant negative influence on the over-investment degree of listed companies in regulated industries and have a
notable positive correlation with over-investment in non-regulated industries. Our further study indicates that, compared with gov-
ernment intervention and financial development, the rule of law has more influence on the over-investment of listed companies.
Keywords: external governance environment;industry regulation ; over-investment ; distribution characteristies
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