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		We argue that the Chinese-style state capitalism system has significant distributional consequences on SOEs with clear winners and losers. The central governmentâ€™s discriminative restructuring policies benefit only a small number of centrally-controlled SOEs at the cost of a large number of local SOEs, thus may increase fragmentation of the entrenched interest group.     

We use a dataset of listed Chinese companies between 2001 and 2009 to study how state ownership and affiliation affect firmsâ€™ policy benefits and burdens. We find that SOEs in general have lower profitability, higher labor redundancy and higher tax burden than non-SOEs. Within SOEs, those affiliated with higher level of governments and more concentrated state shareholders have lower capital cost, tax burden, and labor redundancy. We also find that both the institutional arrangements (state ownership and affiliation) and informal networks (political connections) have significant but separated impacts on SOEsâ€™ performance. 
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