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Abstract

What do common owners actually do when they simultaneously govern
multiple firms? The growing literature on common ownership has focused
primarily on its potential anticompetitive effects, typically in settings dom-
inated by passive institutional investors. Yet little direct evidence exists on
how overlapping owners influence corporate governance and firm decisions
when they possess real authority to intervene. This paper studies how en-
gaged common owners govern multiple firms when overlapping ownership
expands. We exploit mergers of central state-owned enterprise (CSOE) par-
ent groups in China, which generate plausibly exogenous increases in over-
lapping ownership across publicly listed subsidiaries while leaving those firms
legally independent. This institutional setting allows us to observe how a sin-
gle owner governs multiple partially owned firms without integrating them
into a single operating entity. Following these ownership shocks, common
owners become more actively engaged in corporate governance and coordina-
tion across affiliated firms. We document stronger board oversight, increased
cross-appointments of executives and directors, and greater asset restructur-
ing across firms within the ownership network. These organizational changes
are accompanied by economically meaningful improvements in productivity
and operating performance. In contrast, we find little evidence consistent
with softened product-market competition. Our findings show that the eco-
nomic consequences of common ownership depend critically on the incentives
and authority of the owners involved. When common owners are engaged
blockholders rather than passive portfolio investors, overlapping ownership
can strengthen monitoring and coordination across firms rather than weaken
competition.
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1 Introduction

What do common owners actually do inside firms when they simultaneously govern
multiple companies? Common ownership, where a single investor simultaneously
holds equity stakes in multiple firms, has become an increasingly prominent feature
of modern capital markets. A growing literature studies whether overlapping own-
ership influences firm behavior, corporate policies, and product-market outcomes
(Anton and Polk, 2014; He and Huang, 2017; Azar, Schmalz, and Tecu, 2018;
Backus, Conlon, and Sinkinson, 2021; Lewellen and Lowry, 2021). Much of this re-
search focuses on the possibility that common ownership may soften product-market
competition when investors internalize profits across competing firms (O’Brien and
Salop, 2000; Azar et al., 2018; Anton et al., 2023). These findings have sparked
substantial debate among economists and policymakers regarding the competitive
implications of increasingly diversified ownership structures.

Despite the rapid growth of this literature, the internal mechanisms through
which common owners influence firms remain poorly understood. Most empirical
studies examine correlations between ownership structures and market outcomes
such as prices, concentration, or industry profitability. While this work has gen-
erated important insights, it provides limited direct evidence on what overlapping
owners actually do inside firms. In particular, it remains unclear whether common
owners actively intervene in corporate governance, coordinate strategic decisions
across firms they jointly own, or improve operational efficiency rather than soften
competition.

This question is especially important because the consequences of common own-
ership depend fundamentally on who the common owners are and how they exercise
governance authority. Much of the existing literature studies common ownership in
environments dominated by diversified institutional investors with highly dispersed

portfolios. In such settings, overlapping ownership often reflects portfolio diversi-



fication rather than deliberate governance engagement. As a result, the literature
provides relatively little evidence on how overlapping owners behave when they
possess both meaningful ownership stakes and the authority to intervene in firm
decisions.

At the same time, a growing body of research highlights the importance of en-
gaged shareholders who actively influence corporate decisions. Amel-Zadeh, Kasperk,
and Schmalz (2022) document the presence of “maverick investors,” large blockhold-
ers who exert substantial governance influence but are often absent from standard
institutional ownership datasets. Similarly, evidence from private equity shows that
concentrated owners frequently intervene directly in portfolio companies through
managerial turnover, operational restructuring, and strategic oversight (Gompers,
Kaplan, and Mukharlyamov, 2016). These studies suggest that the consequences
of overlapping ownership may differ fundamentally when the owners involved are
engaged blockholders rather than passive portfolio investors.

This paper studies how engaged common owners govern multiple firms when
overlapping ownership expands. While the existing literature largely studies the
market-level consequences of common ownership, we provide the first causal ev-
idence on the internal governance mechanisms through which engaged common
owners influence firms. Our analysis shows that when common owners are en-
gaged blockholders rather than passive portfolio investors, overlapping ownership
can strengthen monitoring and coordination across firms rather than weaken com-
petition.

Our empirical setting exploits mergers of central state-owned enterprise (CSOE)
parent groups in China. These mergers combine previously separate parent orga-
nizations that each control multiple publicly listed subsidiaries. When two parent
groups merge, the consolidated organization becomes the common owner of a larger
set of listed firms. Importantly, the listed subsidiaries themselves remain legally

independent firms with separate boards, financial statements, and minority share-



holders. Unlike traditional business groups where subsidiaries operate under unified
corporate control, the mergers expand overlapping ownership across firms without
integrating them into a single operating entity. This institutional feature allows us
to observe how a single owner governs several partially owned firms simultaneously.

This setting offers several advantages for studying the mechanisms of common
ownership. First, the owners in our setting are large blockholders with substantial
governance authority rather than passive investors. A large literature shows that
concentrated shareholders influence firm decisions through monitoring and control
rights (Shleifer and Vishny, 1986; Edmans, 2014). CSOE parent groups possess
similar powers: they appoint senior executives, influence board composition, and
participate in major investment or restructuring decisions across affiliated firms.
When overlapping ownership expands following parent-group mergers, these own-
ers therefore have both the incentives and the authority to intervene in corporate
governance across multiple firms.

Second, the mergers provide plausibly exogenous variation in common owner-
ship. These consolidations are typically driven by administrative restructuring and
industrial policy considerations rather than the performance of individual listed
subsidiaries. Because the mergers occur at the parent-group level, they combine
ownership portfolios mechanically without directly altering the operations or legal
status of the listed firms. This feature allows us to study changes in overlapping
ownership that are largely orthogonal to firm-level fundamentals.

Third, because the listed subsidiaries remain legally independent after the merg-
ers, we can observe how a common owner manages multiple partially owned firms
without the confounding effects of full corporate integration. This feature allows
us to examine how governance engagement and coordination evolve when a single
owner oversees several firms simultaneously.

Our empirical analysis uses a panel of Chinese listed firms from 2000 to 2023 and

exploits the staggered timing of CSOE parent-group mergers. Using a difference-



in-differences design combined with propensity-score matching, firm and year fixed
effects, and event-level clustering, we document several key findings.

First, mergers of CSOE parent groups generate substantial and persistent in-
creases in overlapping ownership across listed subsidiaries. Event-study estimates
show sharp increases in ownership overlap following parent-group consolidation.

Second, following these ownership shocks, common owners become significantly
more engaged in corporate governance. Firms exposed to increases in overlapping
ownership experience stronger board oversight, increased strategic committee activ-
ity, and more cross-appointments of directors and senior executives across affiliated
firms.

Third, overlapping ownership facilitates coordination across firms within the
ownership network. Following parent-group mergers, asset restructurings and re-
lated organizational changes across affiliated firms increase significantly, suggesting
that common owners actively reallocate resources within their ownership networks.

Fourth, these governance and coordination actions translate into improvements
in firm outcomes. Firms experiencing increases in overlapping ownership exhibit
higher profitability, stronger operating performance, and improvements in produc-
tivity and operational efficiency relative to matched control firms.

Finally, we find little evidence that these improvements are driven by reduced
product-market competition. Industry-level analyses provide limited support for
anticompetitive effects of common ownership in this setting.

Taken together, these results show that the consequences of common ownership
depend critically on the incentives and authority of the owners involved. When
common owners are engaged blockholders with governance authority, overlapping
ownership can strengthen monitoring and coordination across firms rather than
weaken competition.

This paper contributes to three strands of literature. First, we contribute to the

literature on common ownership by providing direct evidence on the internal gover-



nance mechanisms through which overlapping owners influence firms. While prior
studies primarily examine the market-level consequences of common ownership, we
document how engaged common owners actively intervene in corporate governance
and coordinate decisions across firms they jointly own (Anton and Polk, 2014; He
and Huang, 2017; Azar et al., 2018; Backus et al., 2021; Lewellen and Lowry, 2021).

Second, we contribute to the literature on corporate governance by showing
how engaged owners coordinate governance and resource allocation across multiple
firms within their ownership networks. Prior research highlights the role of large
shareholders in monitoring managers and influencing corporate policies (Shleifer
and Vishny, 1986; Edmans, 2014). Our results extend this insight by showing how
such governance influence operates when a single owner simultaneously oversees
multiple firms.

Third, our findings contribute to policy debates on common ownership. Much
of the existing policy discussion focuses on potential anticompetitive effects of over-
lapping ownership. Our evidence highlights that the consequences of common own-
ership depend critically on the incentives and governance authority of the owners
involved.

The remainder of the paper proceeds as follows. Section 2 describes the institu-
tional background of China’s CSOE system and explains how parent-group mergers
generate exogenous variation in overlapping ownership across listed subsidiaries.
Section 3 presents the model and theoretical predictions. Section 4 describes the
data and empirical methodology. Section 5 presents the main empirical results.
Section 6 reports robustness tests. Section 7 discusses external validity and broader

implications. Section 8 concludes.



2 Institutional Background and lIdentification

This section describes the institutional environment of China’s central state-owned
enterprise (CSOE) system and explains how mergers among CSOE parent groups
generate plausibly exogenous variation in overlapping ownership across publicly
listed subsidiaries. We first describe the ownership structure of CSOE groups and
the role of parent organizations in corporate governance. We then discuss how merg-
ers among parent groups create changes in overlapping ownership while leaving the
legal structure of listed subsidiaries unchanged. Building on this institutional set-
ting, we describe the identification challenges in studying common ownership and
explain how our empirical strategy exploits these mergers to construct treatment
and control firms. Finally, we outline the conceptual framework guiding the empir-

ical analysis.

2.1 Institutional Setting: CSOE Ownership Structure

China’s central state-owned enterprises operate through multi-layer corporate groups
overseen by the State-owned Assets Supervision and Administration Commission
(SASAC). Established in 2003, SASAC consolidated ownership supervision, exec-
utive appointments, and performance evaluation for central SOEs under a unified
authority. This reform strengthened parent-level monitoring and aligned manage-
rial incentives with profitability and value creation, enabling CSOE parents to act
as engaged blockholders rather than passive investors.

Figure 1 illustrates key milestones in China’s SOE reform process.! This insti-
tutional evolution laid the foundation for the subsequent wave of CSOE mergers

that form the basis of our empirical identification strategy.

[Insert Figure 1]

!The goals of each reform are summarized chronologically in Appendix Table A.1.



Each CSOE parent group typically controls a portfolio of subsidiaries operating
in related industries and strategic sectors. Many of these subsidiaries are publicly
listed companies, while the parent group itself remains wholly or largely state-
owned.

Although listed subsidiaries are legally independent firms with their own boards,
financial reporting, and minority shareholders, the parent group typically plays an
active role in governance and strategic decisions. Parent groups appoint or approve
senior executives, influence board composition, and participate in major investment
or restructuring decisions. Through these channels, the parent organization remains
closely involved in the governance and strategy of affiliated listed firms.

At the same time, listed subsidiaries retain separate legal identities and financial
statements and continue to operate as distinct public firms. Minority shareholders
remain present, boards are formally independent, and corporate actions remain
subject to disclosure and regulatory requirements. Ownership links among these

firms therefore represent partial common ownership rather than full integration.

2.2 CSOE Parent-Group Mergers

Over the past two decades, the Chinese government has implemented reforms aimed
at consolidating and restructuring central state-owned enterprises. As part of these
reforms, SASAC has periodically merged CSOE parent groups operating in related
industries.

When two CSOE parent groups merge, their ownership portfolios are consol-
idated under a single parent organization. Because each parent group typically
holds stakes in multiple listed subsidiaries, the merger mechanically combines these
holdings. The merged parent group therefore holds stakes in a larger set of listed
firms.

Importantly, the listed subsidiaries themselves are not merged. They continue

to operate as independent public firms with separate management teams, boards,



and minority shareholders. The change occurs only at the parent-ownership level.
As a result, the consolidation increases overlapping ownership across subsidiaries
without altering the legal structure of the firms.

Figure 2 illustrates a representative example of a CSOE parent-group merger
during the sample period. Prior to the merger, China National Material Group
Corporation and China National Building Material Group Corporation operate as
separate parent organizations, each controlling a portfolio of listed subsidiaries in
related industries. For instance, China National Material Group holds controlling
stakes in firms such as Sinoma Science & Technology Co., Ltd., while China National
Building Material Group controls listed firms including China National Building

Material Co., Ltd. and Tianshan Cement.

[Insert Figure 2]

When the two parent groups merge, their ownership portfolios are consolidated
under a single parent organization. Importantly, the listed subsidiaries themselves
are not merged and continue to operate as independent public firms with sepa-
rate management teams, boards, and minority shareholders. However, because the
merged parent organization now simultaneously holds stakes in a larger set of sub-
sidiaries, firms that were previously owned by different parent groups become jointly
owned by the same ultimate shareholder.

This consolidation generates a discrete increase in overlapping ownership across
listed subsidiaries without altering firm boundaries or operating structures. Firms
that previously belonged to separate ownership networks become connected through
a common parent organization, expanding the set of firms jointly governed by the
same controlling shareholder. Because the consolidation occurs mechanically at the
parent level and does not directly affect the operations of the listed subsidiaries, it
creates plausibly exogenous variation in overlapping ownership that forms the basis

of our empirical identification strategy.



2.3 Endogeneity Concerns and ldentification Challenge

A key empirical challenge in studying common ownership is that ownership struc-
tures are rarely randomly assigned. Overlapping ownership often arises from in-
vestors’ portfolio choices, strategic alliances, or industry consolidation. For exam-
ple, institutional investors may simultaneously hold shares in firms with similar
growth prospects or within the same industry. As a result, correlations between
common ownership and firm outcomes may reflect underlying similarities in firm
fundamentals rather than causal effects of overlapping ownership.

These endogeneity concerns complicate the interpretation of cross-sectional re-
lationships between common ownership and firm behavior. Firms sharing common
owners may differ systematically in industry structure, profitability, governance
quality, or growth opportunities. Ownership changes may also respond to firm
performance or anticipated future developments.

Our empirical strategy addresses these concerns by exploiting mergers of CSOE
parent groups as shocks that expand overlapping ownership across listed subsidiaries.
Because these mergers occur at the parent-group level and are typically driven by
administrative or industrial policy considerations rather than subsidiary perfor-
mance, they generate changes in ownership overlap that are plausibly orthogonal

to firm-level conditions.

2.4 Treatment and Control Construction

Our empirical strategy exploits the changes in overlapping ownership created by
CSOE parent-group mergers. Firms whose ownership overlap increases following
these mergers constitute the treatment group. These firms become jointly owned
by the newly merged parent organization, which now holds stakes across multiple
listed subsidiaries.

Control firms are those whose ownership structures are not affected by the
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merger-induced consolidation of ownership portfolios.
To illustrate the logic behind the treatment and control classification, Figure 3

presents a stylized example with three scenarios before and after a CSOE merger.
[Insert Figure 3]

Case 1 illustrates the control group. Before the merger, Group A owns firms az
and a4 in the green industry, while Group B has no holdings in that industry. After
the merger, the ownership structure of az and a4 remains unchanged, and these
firms do not experience an increase in overlapping ownership.

Case 2 illustrates the core treatment scenario. Firms a; and a, owned by Group
A compete with firms b; and b, owned by Group B. After the merger, the consol-
idated Group C becomes the common owner of all four firms, creating a discrete
increase in overlapping ownership.

Case 3 illustrates a more complex but common setting in which an additional
group also holds stakes in firms within the same industry. Treatment assignment
depends solely on whether the merger between Groups A and B expands overlapping
ownership.

Using these definitions, we construct the treatment and control samples from
all CSOE mergers listed on SASAC’s official website between 2003 and 2023. We
include cases where both parents are CSOEs and the merger is completed within
one year of the announcement. The final sample contains 195 firms affected by 56

mergers.

2.5 Validation of Identification

Our identification relies on the assumption that CSOE parent-group mergers are
largely orthogonal to the performance or governance conditions of listed subsidiaries.

Several institutional features support this assumption.
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First, merger decisions are made by SASAC at the central-government level and
typically reflect broader strategic policy objectives rather than firm-level consid-
erations. Second, mergers involve large parent organizations overseeing multiple
subsidiaries across industries, making it unlikely that restructuring decisions re-
spond to the performance of any single firm. Third, mergers occur at the parent
level and do not directly alter the legal status or operations of listed subsidiaries.

We further conduct empirical tests supporting this identification strategy. Event-
study estimates show no differential pre-trends in firm outcomes before mergers.
We also find no systematic relationship between pre-merger firm characteristics
and merger exposure, and placebo tests using artificial merger dates yield no sig-
nificant effects. These results, reported in Appendix Figures A.1 and Appendix
Table A.2, support the interpretation that the observed ownership changes arise

from parent-level consolidation rather than endogenous firm conditions.

3 Theoretical Framework

We develop a model of a Multi-Tasking Parent (e.g., a CSOE group) that manages a
portfolio of partially owned, legally independent affiliates. Our framework builds on
the internal capital market literature (Stein, 1997) and the theory of blockholder
governance (Edmans, 2014), adapted to a setting of endogenous monitoring and

resource coordination.

3.1 Model Setup

Consider a parent entity P that holds equity stakes w; [0, 1] in N firms. Each

firm i generates a cash flow (profit) m; defined by:

T = [pi — c(&i)]ai (1)
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where @ is output, p; is the market price, and c(g;j) is the unit cost of production.
The unit cost is a decreasing and convex function of managerial effort e;, such that

cHei) < 0 and cfe;) > 0.

Managerial Incentives and Governance Capacity. The manager of firm I
chooses an effort level ej. In the absence of oversight, the manager provides a
baseline effort emin due to the disutility of effort Y(ej). The parent can exert

monitoring effort m; to increase managerial effort:
€i = €min + YMi (2)

The parameter y > 0 represents the parent’s governance capacity-its ability to
translate monitoring into real operational changes. This capacity is the critical dis-
tinction between active owners (e.g., CSOE groups with board control) and passive

institutional investors.

3.2 The Monitoring Channel: Internalizing E Lciehcy Gains

The parent chooses monitoring m; for each firm to maximize its aggregate residual

-

claim, net of monitoring costs % m;:

| |
maxIlp = wini(mi) -
{mi} i=1

m; (3)

i=1

Do | >

Proposition 3.1 (Ownership and Monitoring). The optimal monitoring e [art m™

is strictly increasing in the parent’s ownership share w; and governance capacity y:

[ wiyqilc%ei)l (4)

m; X
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Proof. The parent’s first-order condition (FOC) with respect to m; is:

o, de
! aei ami

—)\mi =0 (5)

Substituting g—gi‘ = —cHej)qi and gﬁ:i =y, we obtain the expression for m~! Given

-

o . . . om; .
¢™> 0, the second-order condition is satisfied. Since 3o = 0, increased common
1

ownership leads to higher monitoring and lower unit costs. O]

3.3 The Coordination Channel: Strategic Resource Reallo-

cation

Post-merger, the parent can reallocate "soft" assets Xjj (e.g., technical expertise,
internal credit, or managerial talent) between firms i and j. This reallocation
produces a synergy benefit 8;jX;; but incurs a quadratic coordination cost gx,zj

Proposition 3.2 (Internal Capital Markets and Efficiency). The optimal resource

8ij +(wj AT —wi ATtj)

> increases as ownership weights consolidate. This reallo-

flow xj;=

cation is driven by productive e [ciehcy rather than market power.

3.4 Empirical Implications: E [ciehcy vs. Anticompetitive

E Ledts

To distinguish our theory from the “quiet Life” or “Anticompetitive” hypotheses
(e.g., Azar et al., 2018), we have two testable hypotheses: 1) If gains are driven
by market power, common ownership should lead to a reduction in total output
Q= I%zlmd an increase in prices pj. 2) If gains are driven by governance, common

ownership should lead to: A decrease in unit costs c(ej) and an increase in Total
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Factor Productivity (TFP), an increase in observable board activity and cross-firm

personnel appointments and No significant change in product-market markups.
Our empirical analysis in Section 4 specifically tests these competing predic-

tions to confirm that the documented performance gains result from the E [Ciehcy

Channel.

3.5 Interpretation for the Empirical Setting

The model is intentionally designed so that the core predictions match the paper’s
main empirical results, while the additional implications sharpen the mechanism
interpretation. The central message is not that this is primarily a spillover or
network paper. Rather, the model shows that overlapping ownership by an engaged
blockholder should increase governance engagement and coordination across firms,
and that these changes should improve efficiency and performance. Spillovers across
affiliates and stronger coordination among related firms are additional implications
of the same mechanism.

This structure fits our empirical setting closely. CSOE parent-group mergers
expand overlapping ownership across listed subsidiaries while leaving those sub-
sidiaries legally independent. The merged parent group acquires stronger incentives
to govern and coordinate across its broader portfolio of affiliated firms without for-
mally integrating them into a single operating entity.

Figure 4 summarizes the conceptual logic and empirical structure of the pa-
per. CSOE parent-group mergers expand overlapping ownership across listed sub-
sidiaries, creating a setting in which a single controlling shareholder simultaneously
holds stakes in multiple legally independent firms. This ownership expansion may
affect firm outcomes through stronger governance engagement and greater coordi-
nation across affiliated firms, with operational efficiency as the key intermediate
outcome. An alternative interpretation emphasized in the common ownership liter-

ature is that overlapping ownership may instead affect outcomes through reduced
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product-market competition.
[Insert Figure 4]

The empirical analysis that follows evaluates these predictions using the owner-
ship shocks generated by CSOE parent-group mergers. We first examine whether
merger-induced increases in overlapping ownership lead to stronger governance en-
gagement and greater coordination across affiliated firms. We then test whether
these responses are associated with improvements in operational efficiency and firm
performance. Finally, we examine whether the observed effects could instead reflect

changes in product-market competition.

4 Data and Methodology

This section describes the data and empirical framework used to examine how
merger-induced changes in overlapping ownership affect governance and firm out-
comes. We first introduce the data sources and sample construction linking CSOE
parent-group mergers to listed subsidiaries. We then define the key variables used
in the analysis and present summary statistics. Finally, we describe the empirical

specification used to estimate the effects of merger-induced ownership shocks.

4.1 Data Sources and Sample Construction

Our sample consists of publicly listed firms affiliated with central state-owned en-
terprise (CSOE) parent groups between 2000 and 2023. Information on CSOE
parent-group mergers is collected from official announcements published by SASAC
and supplemented with corporate disclosures and financial news sources.

We combine this information with firm-level ownership and financial data for
Chinese listed companies. Ownership structures are obtained from financial databases

reporting major shareholders and corporate parents, while financial variables are
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drawn from firms’ annual financial statements. Governance variables are collected
from board composition and executive appointment disclosures.

Using these sources, we identify listed subsidiaries affiliated with CSOE parent
groups involved in mergers during the sample period. Firms whose overlapping own-
ership increases due to parent-group consolidation constitute the treatment group,
while firms unaffected by these mergers form the control group.

The final sample contains 195 firms affected by 56 CSOE parent-group mergers
between 2003 and 2023.2

4.2 Variable Definitions

Our analysis focuses on three categories of variables: ownership structure, gover-
nance activities, and firm outcomes. The key explanatory variable captures changes
in overlapping ownership resulting from CSOE parent-group mergers. Following the
common-ownership literature, we construct measures reflecting the extent to which

3 Governance variables capture

multiple firms share the same parent-level owner.
common-owner engagement in firm governance and strategic decisions, including
board activity, executive appointments, and committee participation. Resource al-
location variables capture asset restructurings and related-party transactions across
affiliated firms. Firm outcome variables include accounting profitability, market-

based performance measures, and financing conditions. Detailed definitions of all

variables are provided in Appendix Table A.4.

?Detailed sample construction is reported in Appendix Table A.3.

3In constructing the ownership network, we classify large/institutional shareholders as those
holding at least 3% of a firm’s equity, who are thus entitled to propose motions at shareholder
meetings. This shareholding threshold was not lowered to 1% until the 2023 amendment to the
Company Law. Our main results are qualitatively unchanged when alternative cutoffs of 1% or
5% are used.
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4.3 Summary Statistics

Table 1 reports summary statistics for the main variables used in the analysis.
The sample mean of Common Owner Shares equals 1.883 percent, indicating that
overlapping ownership among rival firms is relatively limited on average in the
sample. The mean firm-level C-index equals 1.357, reflecting a moderate degree of
ownership overlap within industry networks. On average, firms are connected to
a limited number of rivals through common ownership, as indicated by the mean
values of the connected rivals and common owners.

The governance variables indicate that parent organizations maintain a mean-
ingful presence in firm governance. The mean ratio of appointed board members
equals 24.321 percent, suggesting that roughly one quarter of board seats are occu-
pied by representatives associated with the parent organization. The average annual
number of board meetings is 3.516 times that of general meetings of shareholders,
indicating substantial board activity and opportunities for governance engagement.

Firm performance measures indicate moderate profitability across the sample.
The mean return on equity equals 6.348 percent, while the mean return on assets
equals 4.219 percent. Net profit margins average 6.447 percent. Economic value
added scaled by assets equals 0.081 percent on average, indicating modest but

positive value creation relative to firms’ asset bases.

[Insert Table 1]

4.4 Empirical Specification

To examine how merger-induced changes in overlapping ownership affect firm be-
havior and performance, we estimate the following difference-in-differences specifi-
cation:

Yit = o + B(Treated; < Aftery) + yXit + Wi + Ac + Gd (7)

where Yij; denotes the outcome variable for firm 1 in year t, T reated; identifies
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firms whose ownership overlap increases due to a CSOE parent-group merger, and
P ost; indicates the post-merger period.

Firm fixed-effects absorb time-invariant firm characteristics, while year fixed-
effects control for macroeconomic shocks affecting all firms. Standard errors are
clustered at the firm level.

To improve comparability between treated and control firms prior to the merger,
we construct a matched sample using propensity score matching based on firm char-
acteristics measured before the merger. Matching variables include financing con-
straints, cash-producing capacity, firm value, size, leverage, total institutional own-
ership, tangibility, CEO duality, and ownership type. The difference-in-differences
specification is then estimated using this matched sample. This matched sample
includes 39 parent group mergers and and 103 subsidiaries. After matching, treated
and control firms exhibit similar observable characteristics, as reported in Appendix
Table A.5.4

This specification compares treated firms with similar control firms before and
after the merger-induced ownership shock. The following sections use this frame-
work to examine how increases in overlapping ownership affect governance engage-

ment, coordination across firms, and firm performance.

5 Empirical Results

This section examines how merger-induced expansions in overlapping ownership
affect corporate governance, coordination across firms, and firm outcomes. The
empirical analysis proceeds in five steps. First, we verify that mergers of CSOE
parent groups generate substantial increases in overlapping ownership across listed
subsidiaries. Second, we examine whether the expansion of overlapping ownership

leads common owners to become more actively involved in firm governance. Third,

4A graphical illustration is shown in Appendix Figure A.2.
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we test whether common owners use the enlarged ownership network to coordi-
nate decisions and reallocate resources across affiliated firms. Fourth, we evaluate
whether these governance and coordination changes translate into improvements in
firm performance and operational efficiency. Finally, we examine whether the ob-
served firm-level effects could instead reflect reduced product-market competition.

Together, these tests allow us to distinguish between two competing mechanisms
emphasized in the common-ownership literature: governance and coordination ef-
fects versus anticompetitive effects. If expanded overlapping ownership strengthens
monitoring and coordination across firms, we should observe increases in gover-
nance engagement, restructuring activity, and operating efficiency. By contrast,
if common ownership primarily softens product-market competition, profitability
improvements should occur without corresponding changes in governance or pro-

ductivity.

5.1 Expansion of Overlapping Ownership

We begin by establishing that mergers of CSOE parent groups generate substantial
increases in overlapping ownership across listed subsidiaries. Because these mergers
occur at the parent level and combine previously separate ownership portfolios, they
mechanically expand the scope of common ownership without directly altering the
legal status or operating structure of the listed firms.

Figure 5 presents event-study estimates tracing the evolution of overlapping
ownership around the merger year. Across all four ownership measures, the pre-
merger coefficients remain close to zero, indicating no systematic divergence between
treated and control firms prior to the merger. In contrast, the coefficients turn
sharply positive in the merger year and remain elevated thereafter, consistent with

a discrete and persistent ownership shock.

[Insert Figure 5
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Table 2 quantifies these changes. In the specification with firm and year fixed
effects, the coefficient on Treat < After equals 13.957 percentage points for Common
Owner Shares, 11.600 for the firm-level C-index, 0.444 for the logarithm of the
number of connected rivals, and 0.263 for the logarithm of the number of common
owners. All four estimates are statistically significant at the 1 percent level.

These magnitudes are economically large and do not vary much across different
specifications, indicating a substantial tightening of ownership connections among

rival firms.
[Insert Table 2]

Taken together, these results confirm that parent-group mergers generate large
and persistent increases in overlapping ownership across listed subsidiaries while
leaving firm boundaries unchanged. The magnitude and timing of these effects
indicate that the mergers create a discrete ownership shock that provides a clean
empirical setting to examine how engaged common owners respond when their own-

ership networks expand.

5.2 Governance Engagement

We next examine how common owners respond to the expansion of overlapping
ownership following parent-group mergers. The conceptual framework developed in
Section 3 predicts that when a single owner simultaneously holds stakes across mul-
tiple firms and possesses governance authority, increases in overlapping ownership
strengthen monitoring incentives and lead to more active governance engagement.

Figure 6 provides dynamic evidence. Governance coefficients remain flat prior
to the merger and become positive only after the ownership shock, indicating that
governance engagement responds to the expansion of overlapping ownership rather

than preceding it.

[Insert Figure 6]
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Table 3 reports the main regression results. The most pronounced effect appears
in board representation. The ratio of appointed board members increases by 5.601
percentage points and is statistically significant at the 1 percent level. At the same
time, CEO and board chairmen are also more likely to be directly appointed by the
parent groups. This increase represents approximately 23.03 percent of the sample
mean board representation level of 24.321 percent.

The estimated effects on the CEO appointment indicator, and the chairman
appointment indicator are positive and significant at the 10 percent level. By con-
trast, the estimated effects on the executive team share, supervisory board share are
also positive, but not statistically significant. These results indicate that the gov-
ernance response operates primarily through board oversight rather than through

immediate changes in top executive appointments.

[Insert Table 3]

Board activity also increases following the merger. The intensity of audit com-
mittee meetings rises by 0.232 and compensation committee meetings increase by
0.111, both statistically significant at the 10 percent level. Ratio of board meet-
ings to shareholder meetings increases by 0.706 and is statistically significant at the
1 percent level. This increase corresponds to approximately 20.08 percent of the
sample mean of 3.516 board meetings.

Taken together, these results indicate that increases in overlapping ownership
lead parent organizations to intensify their governance involvement in affiliated firms

through stronger board representation and more active board oversight.

5.3 Coordination Across Firms

We next examine whether expanded overlapping ownership facilitates coordination

across affiliated firms. If common owners internalize the joint value of firms within
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their portfolio, the enlarged ownership network may enable more effective coordi-
nation and resource allocation across subsidiaries.

Table 4 reports estimates for related-party transactions and asset restructuring.
The most pronounced effect appears in asset restructuring activity. The number of
annual asset restructurings increases by 0.530 and is statistically significant at the
5 percent level. This increase corresponds to approximately 26.43 percent of the
sample mean of 2.005 restructuring events.

The effect is concentrated in horizontal restructurings among related firms. The
coefficient for horizontal restructurings equals 0.105 and is statistically significant
at the b percent level. Given a sample mean of 0.106, this estimate indicates that

horizontal restructuring activity nearly doubles following the ownership shock.
[Insert Table 4]

By contrast, the estimated effects for vertical restructurings, conglomerate re-
structurings, and buyer-side restructurings are not statistically significant. Simi-
larly, the coefficients for vertical and horizontal related-party transactions are not
statistically significant. These patterns suggest that the coordination response oc-
curs primarily through formal restructuring and business reorganization rather than
through routine intra-group transactions.

Overall, these findings provide evidence that overlapping ownership enables com-
mon owners to coordinate decisions across firms and reallocate resources within
their ownership networks. The concentration of effects in horizontal restructuring

is consistent with internal resource reallocation across related business units.

5.4 Firm Performance and Operational E Lciehcy

Having documented increases in governance engagement and coordination across
affiliated firms, we next examine whether these organizational changes translate

into improvements in firm outcomes.
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5.4.1 Firm Performance

Table 5 reports the effects of merger-induced increases in overlapping ownership on
accounting-based measures of firm performance. The estimates indicate economi-

cally meaningful improvements in profitability.
[Insert Table 5]

Return on equity increases by 2.837 percentage points and is statistically signif-
icant at the 5 percent level. This increase represents approximately 44.7 percent of
the sample mean return on equity of 6.348 percent. Return on assets increases by
1.474 percentage points and is statistically significant at the 5 percent level, rep-
resenting approximately 36.6 percent of the sample mean return on assets of 4.021
percent. Net profit margin increases by 2.988 percentage points and is statistically
significant at the 5 percent level, corresponding to approximately 46.3 percent of
the sample mean net profit margin of 6.447 percent. Economic value added scaled
by assets increases by 1.741 percentage points and is statistically significant at the
1 percent level, representing a very large improvement relative to its sample mean
of 0.081 percent.

Figure 7 provides dynamic evidence. Profitability measures remain stable prior

to the merger and improve gradually in the years following the ownership shock.
[Insert Figure 7]

These results indicate that merger-induced expansions in overlapping ownership

are associated with economically large improvements in firm profitability.

5.4.2 Operational E Lciehcy

The profitability improvements documented above may arise either from increased
market power or from improvements in productive efficiency. The operational-

efficiency results reported in Table 6 show statistically significant improvements in
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operational efficiency following the merger-induced ownership shock. In terms of
asset efficiency, the current asset turnover ratio rises by 0.212 and is statistically
significant at the 5%, whereas the fixed asset efficiency shows little change. In terms
of cost and labor efficiency, increase in ownership overlap reduces the ratio of total

cost to revenue by 2.988% and slightly raises output per employee.
[Insert Table 6]

These findings indicate that firms exposed to increases in overlapping owner-
ship experience improvements in productivity and operating efficiency rather than
merely higher profits driven by reduced competition. This interpretation is consis-
tent with the governance and restructuring evidence documented earlier.

Taken together, the joint improvement in profitability and operational efficiency
supports the view that common owners strengthen monitoring and facilitate more

efficient allocation of resources across affiliated firms.

5.5 Competitive E [edts

A central policy concern in the common-ownership literature is that overlapping
ownership may soften product-market competition among firms operating in the
same industry.

We examine this possibility in two ways. First, Table 7 studies the association
between industry-level common ownership and industry outcomes. Across the four
ownership measures, the estimates provide little evidence of systematic competitive

effects.
[Insert Table 7]

For example, under the density measure, the coefficient for next-year industry
total factor productivity equals 0.024, while the coefficients for gross profit mar-

gin, net profit margin, and price-cost margin equal -0.931, 0.007, and -1.175. Only
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the price-cost margin estimate is marginally significant at the 10 percent level, and
its sign is inconsistent with an anticompetitive interpretation. If common owner-
ship really causes widespread anticompetition, the industry profit margin should
increase. However, our empirical results do not lend support to this conclusion.
Second, Table 8 exploits China’s mixed-ownership reform as an independent
shock to industry-level common ownership. Industry-level common ownership is
measured using four alternative metrics: (1) the density of commonly held firm
pairs (Density); (2) the percentage of common owners (PCO); (3) the percentage of
commonly held firms (PCF); and (4) the market capitalization weighted industry-
level C-index proposed by Lewellen and Lowry (2021). In the industry DiD setting,
T reat equals one if the industry belongs to the set of seven pilot industries, including
electricity, petroleum, natural gas, rail ways, civil aviation, telecommunications, and

defense. After equals one for years after 2015, the policy implement year.
[Insert Table §]

The reform increases ownership overlap as expected. However, the estimated ef-
fects on industry productivity and profitability are generally small and statistically
insignificant. In particular, the estimated effects on industry total factor produc-
tivity, net profit margin, and price-cost margin equal 0.009, -1.422, and -1.529,
respectively, and none are statistically significant. The only significant estimate
appears for gross profit margin, which decreases by 2.950 percentage points, if any,
the opposite to the anticompetitive interpretation.

These results are difficult to reconcile with the view that the firm-level gains
documented above are driven by softened product-market competition. Instead,
the overall pattern supports the interpretation that performance improvements as-
sociated with expanded overlapping ownership arise primarily through governance
engagement and internal coordination rather than through reductions in competi-

tive pressure.
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5.6 Financing Outcomes

Finally, we examine whether merger-induced changes in common ownership affect
firms’ financing conditions. If governance improvements enhance firm performance
and reduce risk, financial markets may respond by improving firms’ access to ex-
ternal financing.

Table 9 reports estimates of the effect of merger-induced increases in overlapping
ownership on several measures of financing conditions, including credit ratings and

reliance on guarantees.
[Insert Table 9]

The results indicate that firms exposed to increases in overlapping ownership
experience significant improvements in financing conditions. In particular, credit
ratings increase by 0.337 points and are statistically significant at the 5 percent
level. At the same time, the reliance of guarantees provided within the parent
group declines by 6.133 percentage points and is statistically significant at the 1
percent level.

These magnitudes are economically meaningful. The improvement in credit
ratings suggests that lenders perceive firms with expanded overlapping ownership
as less risky, while the decline in guarantee dependence indicates stronger standalone
credit capacity and improved access to external financing.

Importantly, the timing of these effects suggests that financing improvements
occur after the observed improvements in operating performance, as shown in Fig-
ure 8. This ordering is consistent with the interpretation that improved financing
conditions reflect the consequences of stronger governance and higher operational

efficiency rather than the primary driver of those improvements.
[Insert Figure §]

Overall, the evidence indicates that governance and coordination activities un-

dertaken by common owners following CSOE parent-group mergers lead to im-
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provements in firm performance, primarily through enhanced operational efficiency
rather than increased market power.

Taken together, the results presented in this section provide a consistent picture
of how merger-induced expansions in overlapping ownership affect firm behavior
and outcomes. Parent-group mergers generate large and persistent increases in
overlapping ownership across listed subsidiaries. Following this ownership shock,
common owners strengthen their governance involvement through increased board
representation and more active board oversight. At the same time, firms within the
ownership network exhibit greater coordination, particularly through asset restruc-
turing and business consolidation across related subsidiaries. These organizational
changes are accompanied by economically large improvements in firm profitability
and operating efficiency. Importantly, we find little evidence that these effects are
driven by reductions in product-market competition. Instead, the overall pattern
of results supports the view that expanded overlapping ownership improves firm
outcomes primarily through stronger governance engagement and more efficient co-

ordination across affiliated firms.

6 Robustness Tests

In this section we conduct a series of robustness tests to examine whether our
main results are sensitive to alternative measures of common ownership, alternative

sample construction procedures, and additional identification checks.

6.1 Alternative Measures of Common Ownership

Our baseline analysis measures common ownership based on overlapping parent-
group ownership among listed subsidiaries following CSOE mergers. While this
measure captures the key ownership shock generated by parent-group consolidation,

alternative metrics of common ownership have been proposed in the literature.
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To examine the robustness of our results, we re-estimate the baseline specifica-
tions using several alternative measures of common ownership in GICS-4 industry.
Specifically, we construct (i) the common ownership dummy, (ii) the shares held
by common owners, (iii) C-index proposed by Lewellen and Lowry (2021), (iv) the
number of rival firms commonly owned by the same parent organization, and (v) the
number of common owners. we also changes the classification of industry: (i) GICS-
2 industry, (ii) GICS-3 industry, (iii) CSRC industry, and (iv) ShenWan industry. We
are also concerned that some potential industry-customary practices may also serve
as an important factor influencing corporate governance. Denis et al. (2020) find
that when peer firms receive low shareholder support in 4AIJSay-on-PayaAl votes,
a focal firm will also reduce its CEOAAZs compensation in order to maintain its
relative pay position. In our settings, for instance, the appointed board members
of peer firms could lead to a similar increase in assigned board seats for the focal
firm. Consequently, we include the average corporate governance measures of other
firms in the industry in our specifications to capture this potential peer effect.

Across these alternative measures, the results shown in Appendix Table A.6
remain qualitatively unchanged. These findings suggest that our results are not

driven by the specific measure of common ownership used in the baseline analysis.

6.2 Alternative Matching Procedures

Our baseline empirical design relies on propensity score matching (PSM) to con-
struct a comparison group of firms with characteristics similar to treated firms
prior to the merger. To examine whether the results are sensitive to the matching
procedure, we conduct several additional matching exercises.

First, we implement Mahalanobis distance matching based on pre-merger firm
characteristics including size, leverage, profitability, and industry classification. Sec-
ond, we estimate the baseline regressions using the full sample without matching

but including additional control variables.
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Across these alternative sample constructions, the estimated effects remain con-

sistent with our baseline findings as shown in Appendix Table A.7.

6.3 Additional Identification Checks

Next, we conduct several additional tests to examine the validity of the identification
strategy.

First, we perform placebo tests in which merger years are randomly reassigned
across firms. These placebo regressions produce no significant effects as shown
in Appendix Table A.2, suggesting that the results are not driven by spurious
correlations.

Second, we examine whether observable firm characteristics predict exposure
to CSOE parent-group mergers. Consistent with the institutional description in
Section 2, we find no systematic relationship between firm-level characteristics and
merger exposure as reported in Appendix Table A.8.

Third, we verify that state ownership shares remain stable around the merger
events as shown in Appendix Table A.9. Because the mergers occur at the parent-
group level, the ownership stakes held by the state remain largely unchanged for
the listed subsidiaries. This evidence further supports the interpretation that the
observed changes in common ownership arise from the consolidation of ownership

portfolios rather than from endogenous changes in firm ownership structures.

6.4 Additional Mechanism Tests

Lastly, we conduct several additional tests to examine whether the performance
improvements documented in Section 5 could be driven by mechanisms other than
governance engagement by common owners. Specifically, we test whether merger-
induced changes in overlapping ownership affect executive incentive structures,
firms’ revenue concentration and business strategy, supply-chain relationships, or

government subsidies. Appendix Table A.10 reports the results. Across all specifi-
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cations, we find little evidence that these variables change systematically following
CSOE parent-group mergers. These findings suggest that the observed improve-
ments in firm performance are unlikely to be explained by changes in managerial
incentives, strategic repositioning, supply-chain integration, or increased govern-
ment support.

Taken together, these robustness tests provide additional support for the inter-
pretation that CSOE parent-group mergers generate exogenous variation in over-
lapping ownership and that the governance and performance effects documented in
this paper are not driven by alternative measurement choices or sample construction

procedures.

7 External Validity and Broader Implications

Our empirical setting focuses on mergers of central state-owned enterprise (CSOE)
parent groups in China. Although this institutional context is distinctive, the mech-
anisms identified in our analysis, including active monitoring, strategic coordina-
tion, and cross-firm resource reallocation by overlapping owners, are not unique to
the Chinese economy. Instead, they reflect broader organizational dynamics that
arise when large owners simultaneously hold stakes in multiple firms and possess
meaningful governance authority.

A key implication of our results is that the economic consequences of common
ownership depend critically on the engagement capacity of the overlapping owners.
Much of the existing empirical literature focuses on diversified financial institu-
tions whose incentives and ability to intervene in firm decisions may be limited
(Bushee, 1998; Ferreira and Matos, 2008). In such settings, overlapping ownership
may primarily reflect portfolio allocation decisions rather than active governance.
By contrast, when common owners possess meaningful control rights and monitor-

ing incentives, overlapping ownership can alter firm behavior through governance
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channels.

Recent evidence from the United States highlights the importance of investor
heterogeneity in understanding common ownership. Amel-Zadeh et al. (2022) doc-
ument that many influential shareholders in U.S. public firms are concentrated
“maverick” investors who hold substantial ownership stakes but do not appear in
standard institutional ownership datasets. These investors often exert meaningful
governance influence despite holding partial ownership stakes. Our findings com-
plement this evidence by showing how engaged overlapping owners can actively
monitor managers, coordinate strategic decisions, and influence real corporate out-
comes when they hold stakes across multiple firms.

Evidence from private equity provides a related perspective on the role of active
owners. Gompers et al. (2016) show that private equity sponsors frequently inter-
vene directly in portfolio companies through managerial turnover, operational re-
structuring, and strategic oversight. Although private equity typically involves full
ownership and unified control, the governance mechanisms including monitoring,
coordination, and resource reallocation, are conceptually similar to those examined
in this study. Our setting demonstrates that comparable governance effects can
arise even under partial ownership when owners possess sufficient authority and
incentives to intervene.

Similar ownership structures also exist in many other economies. In Korea, large
business groups (chaebols) such as Samsung, Hyundai, and LG organize numerous
publicly listed affiliates under common controlling families or holding companies.
These groups frequently coordinate strategy, allocate capital across affiliates, and
rotate executives across firms. For instance, Hyundai Motor Group holds control-
ling stakes in Hyundai Motor and Kia Corporation in the automobile manufacturing
industry; LG Group controls LG Energy Solution and LG Chem in the chemical
industry; and HD Hyundai Group holds controlling interests in HD Hyundai Heavy

Industries and HD Hyundai Mipo Dockyard in the shipbuilding industry. Singapore
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provides another example: the state investment company Temasek Holdings main-
tains diversified ownership stakes across strategic listed firms such as DBS, Singtel,
and Singapore Airlines while exercising active governance oversight. Temasek holds
controlling stakes in Capital.and Investment and Mapletree Group in the real estate
sector, and is also a blockholder shareholder in financial institutions such as DBS
Bank and Standard Chartered Bank. The same ownership structure can also be
observed among state-owned groups in Europe. In the aerospace sector, France,
through the Agence des Participations de I'Etat (APE) serve as the major share-
holder of Airbus, Safran Group and Thales Group. Italy, via CDP Reti, holds large
shares in the utility industry including Terna, Snam and Italgas.

Comparable patterns also arise in several European economies characterized by
concentrated ownership and industrial conglomerates. Firms such as Volkswagen
Group, Siemens AG, BASF, LVMH, Bouygues, and Dassault operate within cor-
porate structures where large blockholders or holding companies maintain stakes
across related firms and exercise active influence on governance and strategic direc-
tion.

Taken together, these examples suggest that governance-driven effects of over-
lapping ownership are likely to arise whenever common owners combine three char-
acteristics: meaningful ownership stakes, formal governance authority, and incen-
tives tied to firm performance. The Chinese CSOE mergers provide a tractable
quasi-experimental setting that allows us to observe these mechanisms empirically,
but the underlying organizational logic applies more broadly to many ownership
systems in which engaged owners oversee multiple firms simultaneously.

More generally, our findings contribute to an emerging view that the real effects
of common ownership depend fundamentally on who the common owners are and
how actively they participate in corporate governance. When overlapping owners
are passive portfolio investors, their influence on firm behavior may be limited.

When overlapping owners are engaged blockholders with authority to intervene,
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common ownership can strengthen monitoring, facilitate coordination, and improve

firm performance.

8 Conclusion

This paper studies how overlapping ownership affects corporate governance and
firm performance when the owners involved possess the authority to intervene in
firm decisions. Using mergers of central state-owned enterprise parent groups in
China as plausibly exogenous shocks to overlapping ownership, we examine how a
common owner governs multiple publicly listed firms simultaneously.

Our analysis documents three main findings. First, expansions in overlapping
ownership lead to stronger governance engagement by common owners, including
greater board representation, increased board activity, and more cross-appointments
of executives and directors across affiliated firms. Second, common owners coordi-
nate decisions across firms within their ownership networks through asset restruc-
turings and organizational changes that reallocate resources across subsidiaries.
Third, these governance and coordination changes are accompanied by economi-
cally meaningful improvements in productivity and operating performance.

Importantly, we find little evidence that the observed performance improvements
are driven by reduced product-market competition. Instead, the improvements in
profitability coincide with gains in operational efficiency and productivity, suggest-
ing that the primary effects of overlapping ownership in this setting arise through
governance and coordination channels.

These findings contribute to the growing debate on the economic consequences
of common ownership. Much of the existing literature studies common ownership
among diversified institutional investors and emphasizes potential anticompetitive
effects. Our results highlight the importance of owner heterogeneity. When over-

lapping owners are engaged blockholders with governance authority, common own-
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ership can strengthen monitoring, facilitate coordination across firms, and improve
operational efficiency.

More broadly, our findings suggest that understanding the economic conse-
quences of common ownership requires distinguishing between different types of
owners and governance environments. As ownership structures continue to evolve
in global capital markets, identifying how different owners influence firm behavior

remains an important direction for future research.
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Figure 1: Timeline of Equity Reforms for State-Owned Enterprises in China
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Notes: This figure shows the timeline of main equity reforms for state-owned enterprises in China from 1993 to 2020. We provide the information

sources for these reforms:

1. 1993 Market-Oriented Reform: www.gov.cn/jrzg/2009-09/24/content__1425253.htm
2. 2003 SASAC Reform: /www.sasac.gov.cn/2008rdzt/2008rdzt__ 0003 /gzw5zn0305.htm and www.gov.cn/gongbao/content /2007 /content_503385.htm

3. 2013 Mixed-Ownership Reform (proposed in 2013 and implemented in 2015): www.gov.cn/zhengce/2013-11/15/content 5407874.htm and

www.gov.cn/zhengce/content /2015-09/24 /content 10177.htm

4. 2020 Deepening Reform: http://www.sasac.gov.cn/n2588025/n2588139/¢27198343/content.html



Figure 2: An Example

Building Product Industry

of CSOE Group Mergers
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Notes: This figure shows a deal of CSOE group mergers between China National Material
Group Corporation (CNMGC) and China National Building Material Group Corporation

(CNBMGQC). Before the merger, CNMGC and

CNBMGC respectively held one subsidiary in the

building products industry and the commodity chemicals industry. After the merger, the new

CSOE parent group China national building material group Co., Ltd. was formed, who

respectively control two subsidiaries in both building products and commodity chemicals.

Consequently, the level of ownership overlap among these subsidiaries experienced a significant

increase.
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Figure 3: An Illustrative Example of Identification
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Notes: We define treatment and control firms following Lewellen and Lowry (2021), but our focus is on mergers of CSOE groups rather than financial

institutions. This figure presents an illustrative example of our identification strategy, i.e., how common ownership varies in different cases of mergers.
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Figure 4: Conceptual mechanisms of overlapping ownership. CSOE parent-group mergers expand overlapping ownership across listed
subsidiaries. Expanded overlapping ownership may affect firm outcomes through two primary channels: governance engagement and
coordination across affiliated firms. These mechanisms may improve operational efficiency and firm performance. An alternative
explanation emphasized in the common ownership literature is that overlapping ownership may instead affect outcomes through
reduced product-market competition.



Figure 5: Dynamic Estimates of Common Ownership Before and After CSOE Group
Mergers

A. Shares of Common Ownership B. Firm C-Index

20
20

10
L
——

——

D ————]

10
e

be

Coefficient Estimates
Coefficient Estimates

0
[SEDU

L e

e
1

e

—i

-10

0
S P —
8 L ——
e
[e——
gt

-10

4 3 2 0 1 2 3 4 5 5 4 3 2 0 1 2 3 4 5
Event Year Event Year
C. Logarithm of Number of Connected Rivals D. Logarithm of Number of Common Owners

A

Coefficient Estimates
2
R
R

Coefficient Estimates

0

4

—

2 0
[N |
1 —
I —
2 1

5 2 8 1 3 3 i 3 54 3 % 81 3 3 i 3
Event Year Event Year

Notes: This figure shows the dynamic estimates of common ownerships before and after CSOE
group mergers. Panel (A) shows the pattern for Common Owner Shares. Panel (B) shows the
pattern for Firm C-Index. Panel (C) shows the pattern for the log of Connected Rivals. Panel

(D) shows the pattern for the log of common owners. The year fixed-effect, and the firm
fixed-effect are controlled. Variable definitions are in Appendix Table A.4. Standard errors are

clustered at the merger events.
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Figure 6: Dynamic Estimates of Governance Before and After CSOE Group Mergers
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Notes: This figure shows the dynamic estimates of governance variables before and after CSOE
group mergers. Panel (A) shows the pattern for appointed CEO from affiliated firms. Panel (B)
shows the pattern for appointed chairman. Panel (C) shows the pattern for appointed
executives. Panel (D) shows the pattern for appointed board members. Panel (E) shows the
pattern for intensity of strategic committee meetings. Panel (F) shows the pattern for intensity
of board meetings. The year fixed-effect, and the firm fixed-effect are controlled. Variable

definitions are in Appendix Table A.4. Standard errors are clustered at the merger events.

45



Figure 7: Dynamic Estimates of Firm Performance Before and After CSOE Group
Mergers
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Notes: This figure shows the dynamic estimates of governance variables before and after CSOE
group mergers. Panel (A) shows the pattern for ROE. Panel (B) shows the pattern for ROA.
Panel (C) shows the pattern for GPM. Panel (D) shows the pattern for NPM. Panel (E) shows
the pattern for PCM. Panel (F) shows the pattern for EVA/A. The year fixed-effect, and the
firm fixed-effect are controlled. Variable definitions are in Appendix Table A.4. Standard errors

are clustered at the merger events.
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Figure 8: Dynamic Estimates of Financing Before and After CSOE Group Mergers
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Notes: This figure shows the dynamic estimates of financing variables before and after CSOE
group mergers. Panel (A) shows the pattern for credit rating. Panel (B) shows the pattern for
CSOE group internal funds. Panel (C) shows the pattern for CSOE group internal guarantee.
Panel (D) shows the pattern for the ratio of credit loan. Panel (E) shows the pattern for the
ratio of mortgage loan. Panel (F) shows the pattern for the ratio of guaranteed loan. The year
fixed-effect, and the firm fixed-effect are controlled. Variable definitions are in Appendix Table

A.4. Standard errors are clustered at the merger events.
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Table 1: Summary Statistics

Variable N Mean S.D. P25  Median P75
Panel A: Common Ownership Measures
CommonDummy 45289  0.125 0.33 0 0 0
Common Owner Shares % 45289  2.003  6.786 0 0 0
Firm C Index 45289  1.412  6.565 0 0 0
Number of Common Owners 45289  0.125 0.33 0 0 0
Number of Connected Rivals 45289  0.187  0.543 0 0 0
Panel B: Other Firm Characteristics
Ratio of appointed Board Members % 40890 24.333 17.477 11.111  23.81  38.047
Relative Intensity of Strategic Committees 45287  0.206  0.447 0 0 0.25
Relative Intensity of Board Meetings 45287  3.551 1.957  2.333 3 4
Number of Asset Restructurings 45289  2.056  2.198 0 1 3
Number of Horizontal Restructurings 45289  0.103  0.317 0 0 0
Return on Equity % 45272  6.812  11.932 2.983 7.517  12.606
Return on Assets % 45285  4.219 6.18 1.458 4.043 7.408
Gross Profit Margin % 45284  28.46 17.073 15.879  25.13  37.494
Net Profit Margin % 45289  6.928 16.437  2.395 6.876  13.579
Price-Cost Margin % 44649 30.264 19.206 16.743 27.497 41.212
EVA/A % 45286  0.267  5.937 -1.792 0.52 3.23
Financing Constraint FC Index 45289  0.489  0.287  0.237 0.512 0.74
OCF/Assets % 45289  4.78 6.998  0.772 4.672 8.857
Tobin’s Q 45289  2.093 1.316  1.278 1.653 2.388
In(Assets) 45289 8.193  1.231  7.289 8.023 8.929
Leverage Ratio % 45289 42.703 20.298 26.305  42.32  58.175
Institutional Investor Shares % 45289 26.553 23.253  4.909  20.856  45.53
Tangible Assets/Assets % 45289 46.719 22424 30.092 46.021 64.144
State-Owned Enterprise 45289 0.394  0.489 0 0 1
CEO-Chairman Duality 45289  0.269  0.444 0 0 1

Notes: This table presents the summary statistics of main variables used in our analysis, including
number of observations, mean, p25, median, p75, and standard deviations. The data set contains
4,845 Chinese non-financial public firms from 2000 to 2023. Observations are at the firm level.
Variable definitions are in Appendix Table A.4.
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Table 2: Effects of Central State-Owned Enterprise
(CSOE) Group Mergers on Firm’s Common Ownership

1) (2) 3) (4)
Panel A: Common Owner Shares %
Treatx<After  13.446%**  13.927%%*  13.327%%%  13.818***
(2.203) (2.302) (2.131) (2.238)

Treat 12.771%F%* 12.861%**
(2.253) (2.291)
After 1.526 0.151
(0.969) (1.089)
Observations 926 926 926 926
R-squared 0.691 0.796 0.704 0.807

Panel B: Firm C Index
Treat > After 10.532%*%*  11.114%*%*  11.045%**  11.469%**
(3.503) (3.429) (2.830) (2.879)

Treat 9.519%** 9.274%**
(2.248) (2.317)
After 1.595 1.209
(0.961) (1.463)
Observations 926 926 926 926
R-squared 0.667 0.743 0.690 0.765

Panel C: Logarithm of Number of Connected Rivals
Treatx<After — 0.387%F*  (0.427%¥*  (.395%%*%  (.435%**
(0.063) (0.062) (0.058) (0.057)

Treat 0.344*** 0.343%**
(0.071) (0.072)
After 0.059** 0.034
(0.029) (0.037)
Observations 926 926 926 926
R-squared 0.689 0.781 0.700 0.791

Panel D: Logarithm of Number of Common Owners
TreatxAfter — 0.221%%%  0.236***  0.227%FF  (.248%**
(0.052) (0.059) (0.049) (0.052)

Treat 0.285%** 0.284%**

(0.052) (0.050)
After 0.041* 0.014

(0.021) (0.028)
Observations 926 926 926 926
R-squared 0.655 0.731 0.663 0.739
Controls Yes Yes Yes Yes
Firm FEs No Yes No Yes
Merger FEs Yes No Yes No
Industry FEs Yes No Yes No
Year FEs No No Yes Yes

Notes: This table reports the effect of Central State-Owned
Enterprise (CSOE) Group Merger on common ownership. The
dependent variables are 1) the firm’s percentage share of com-
mon ownership in Panel A, 2) firm C-index in Panel B, 3)Log-
arithm of Connected Rivals in Panel C and 4) Logarithm of
Common Owner Numbers in Panel D. The results reported here
are after PSM. Before PSM, the data set contains 56 CSOE
group mergers and 195 Chinese non-financial public firms from
2000 to 2023, while after PSM, the data set contains 39 merg-
ers and 103 sample firms. Observations are at the firm level.
The variable of interest is the interaction of treatment dummy
and after dummy, Treatx<After. Treatment defines the indus-
tries with common ownership changes. After indicates peri-
ods of post CSOE group mergers. Control variables, the year
fixed-effect, the firm fixed-effect, the industry fixed-effect and
the merger fixed-effect are controlled in different specifications.
Variable definitions are in Appendix Table A.4. Standard er-
rors are clustered at the merger events. The significant levels
are as follows. *** at the 1 percent level, ** at the 5 percent
level,* at the 10 percent level.
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Table 3: What Do Common Owners Do 1: Changes in Corporate Governance

Corporate Governance: Executives Impact 1: Committees Impact 2: Meetings

(1) (2) (3) (4) (5) (6) (7) (3) 9) (10)
VARIABLES CoBM% CoETM% CoSUP% CoCEO CoChair StrCmt AudCmt CompCmt NomCmt BD Meetings

Treat<After  5.601%** 1.960 3.811 0.089* 0.130* 0.061 0.232* 0.111** 0.037 0.706***
(1.979) (1.310) (2.612) (0.044) (0.067) (0.058) (0.137) (0.048) (0.066) (0.215)
Observations 869 869 869 869 869 926 926 926 926 926
R-squared 0.735 0.658 0.730 0.705 0.688 0.546 0.562 0.541 0.540 0.335
Controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Firm FEs Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Year FEs Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Notes: This table reports the test of changes in firm’s internal corporate governance after State-Owned Enterprise (CSOE) Group Mergers
as a potential mechanism. CoBM, CoETM, and CoSUP measure the proportion of members from shareholder entities in the executive team,
board, and supervisory board, while CoOCEO and CoChair denote whether the CEO and Board Chairman are from shareholder entities.
StrCmt, AudCmt, CompCmt, and NomCmt respectively measure the annual numbers of strategic, audit, compensation, and nomination
committees scaled by the number of shareholder meetings. BD Meetings record the annual numbers of board meetings scaled by shareholder
meetings. The results after PSM matching are reported. The data set contains 39 CSOE group mergers and 103 Chinese non-financial
public firms from 2000 to 2023. Observations are at the firm level. The variable of interest is the interaction of treatment dummy and
after dummy, Treat>x<After. The coeflicients presented reflect the effect on the firms’ governance behaviors, expressed as X%. Treatment
defines the industries with common ownership changes. After indicates periods of post CSOE group mergers. Control variables, the year
fixed-effect, the firm fixed-effect are controlled. Variable definitions are in Appendix Table A.4. Standard errors are clustered at the merger
events. The significant levels are as follows. *** at the 1 percent level, ** at the 5 percent level,* at the 10 percent level.
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Table 4: What Do Common Owners Do 2: Related-Party Transactions

(1) (2) (3) (4) (5) (6) (7) (8)
VARIABLES RP_ Vertical RP_Horizontal Num_ARE Num_ Horizontal Num_ Vertical Num_Con Num_Buy Num_ Sell

Treat> After -1.640 -0.019 0.530** 0.105%* -0.021 0.049 0.137 0.202%*
(1.370) (0.037) (0.222) (0.047) (0.097) (0.078) (0.133) (0.098)
Observations 926 926 926 926 926 926 926 926
R-squared 0.439 0.290 0.305 0.240 0.241 0.220 0.200 0.253
Controls Yes Yes Yes Yes Yes Yes Yes Yes
Firm FEs Yes Yes Yes Yes Yes Yes Yes Yes
Year FEs Yes Yes Yes Yes Yes Yes Yes Yes

Notes: This table reports the test of related-party transactions and asset restructuring. RP_ Vertical measures the vertical related party
transactions over assets and the parties includes firms’ subsidiaries, influential shareholders, parent company, associates, and joint ventures.
RP_ Horizontal records the horizontal related party transactions over assets and the parties includes other firms controlled by the same
parent company. ARE_Num gauges the annual numbers of asset restructuring. Num_ Horizontal and Num__Vertical capture the annual
numbers of horizontal and vertical restructurings, respectively. Num_Con, Num_ Buy and Num_ Sell are the number of conglomerated
asset restructurings, the number of asset restructurings as a buyer, and the number of asset restructurings as a seller. The results after
PSM matching are reported. The data set contains 39 CSOE group mergers and 103 Chinese non-financial public firms from 2000 to
2023. Observations are at the firm level. The variable of interest is the interaction of treatment dummy and after dummy, Treat> After.
Treatment defines the industries with common ownership changes. After indicates periods of post CSOE group mergers. We control for
control variables, the year fixed-effect, and the firm fixed-effect. Variable definitions are in Appendix Table A.4. Standard errors are
clustered at the merger events. The significant levels are as follows. *** at the 1 percent level, ** at the 5 percent level,* at the 10 percent
level.



Table 5: Effects of Central State-Owned Enterprise (CSOE) Group
Merger on Firm Performance

(1) (2) (3) (4) (5) (6)
VARIABLES ROE% ROA% GPM% NPM% PCM% EVA/A%
Treat<After  2.837%% 1.474%% 1245  2.988%% 1.898%  1.741FF
(1.199)  (0.667) (0.847) (1.123) (1.109)  (0.606)

Observations 924 926 926 926 925 926
R-squared 0.619 0.724 0.878 0.569 0.725 0.685
Controls Yes Yes Yes Yes Yes Yes
Firm FEs Yes Yes Yes Yes Yes Yes
Year FEs Yes Yes Yes Yes Yes Yes

Notes: This table reports the effect of Central State-Owned Enterprise
(CSOE) Group Merger on firm performance. The dependent variables are
1) ROE, 2) ROA, 3) GPM, 4) NPM, 5) PCM, and 6) EVA/A . The results
reported here are after PSM. The results after PSM matching are reported.
The data set contains 39 CSOE group mergers and 103 Chinese non-financial
public firms from 2000 to 2023. Observations are at the firm level. The vari-
able of interest is the interaction of treatment dummy and after dummy,
Treat><After. The coefficients presented reflect the effect on the firms’ per-
formance, expressed as X%. Treatment defines the industries with common
ownership changes. After indicates periods of post CSOE group mergers.
Control variables, the year fixed-effect, and the firm fixed-effect are con-
trolled. Variable definitions are in Appendix Table A.4. Standard errors are
clustered at the merger events. The significant levels are as follows. *** at
the 1 percent level, ** at the 5 percent level,* at the 10 percent level.
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Table 6: Effects of Central State-Owned Enterprise (CSOE) Group Merger on Firm Operational Efficiency

M @ ) @ ) ©
VARIABLES Current Asset Turnover Fiexed Asset Turnover COGS/Sales% TotalCost/Sales’% Million Sales/Employee ~ TFP
Treat><After 0.212%* 0.577 -1.245 -2.988** 0.286 -0.031

(0.096) (0.868) (0.847) (1.123) (0.238) (0.033)
Observations 926 926 926 926 926 753
R-squared 0.814 0.867 0.878 0.569 0.730 0.999
Controls Yes Yes Yes Yes Yes Yes
Firm FEs Yes Yes Yes Yes Yes Yes
Year FEs Yes Yes Yes Yes Yes Yes

Notes: This table reports the effect of Central State-Owned Enterprise (CSOE) Group Merger on firm operational efficiency. The dependent
variables are 1) current asset turnover, 2) fixed asset turnover, 3) COGS/Sales %, 4) Total Cost/Sales %, 5) Million Sales/Employee, and
6) firm TFP . The results after PSM matching are reported. The data set contains 39 CSOE group mergers and 103 Chinese non-financial
public firms from 2000 to 2023. Observations are at the firm level. The variable of interest is the interaction of treatment dummy and
after dummy, Treat<After. The coefficients presented reflect the effect on the firms’ performance, expressed as X%. Treatment defines the
industries with common ownership changes. After indicates periods of post CSOE group mergers. Control variables, the year fixed-effect,
and the firm fixed-effect are controlled. Variable definitions are in Appendix Table A.4. Standard errors are clustered at the merger events.
The significant levels are as follows. *** at the 1 percent level, ** at the 5 percent level,* at the 10 percent level.



Table 7: OLS Regression of Anti-Competitive Conducts

0 ®) ® @
VARIABLES TFPty1 GPMiy1 NPMis PCMigs
Panel A: Density 0.024 -0.931 0.007 -1.175%*
(0.034) (0.591) (0.437) (0.655)
Panel B: PCO 0.003 -0.035 -0.035 -0.056
(0.003) (0.087) (0.064) (0.101)
Panel C: PCF 0.000 -0.004 -0.001 -0.003
(0.001) (0.013) (0.010) (0.015)
Panel D: Industry_C_Index  -0.000 -0.002 -0.000 -0.006
(0.000) (0.005) (0.003) (0.005)
Observations 2,182 2,739 2,739 2,739
R-squared 0.999 0.759 0.433 0.668
Industry FEs Yes Yes Yes Yes
Year FEs Yes Yes Yes Yes

Notes: This table reports the correlation between industry-level common
ownership and respective TFP and profitability. The industry-level com-
mon ownership measures include Density (percentage of firm-pairs that are
commonly held by 1 shareholder in one GICS-4 industry), PCO (percentage
of shareholders that commonly hold firms in one GICS-4 industry), PCF
(percentage of firms that are commonly owned in one GICS-4 industry) and
industry C-Index defined in Lewellen and Lowry (2021). The dependent
variables are industry-level TFP, GPM, NPM, and PCM. We control for
control variables, the year fixed-effect, and the industry fixed-effect. Vari-
able definitions are in Appendix Table A.4. Standard errors are clustered
at the merger events. The significant levels are as follows. *** at the 1
percent level, ** at the 5 percent level,* at the 10 percent level.
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Table 8: Anti-Competitive Conducts: Causal Analysis

(1) (2) (3) (4) () (6) (7) (8)
VARIABLES Density PCO  PCF  Clndex TFP  GPM NPM PCM

Treat<Post  0.200%% 1.061% 8.748%*  6.738  0.009 -2.950%* -1.422 -1.529
(0.086)  (0.565) (3.914) (4.632) (0.030) (1.209) (1.016) (1.372)
Observations 1,367 1,384 1,384 1,397 1245 1,397 1,397 1,397

R-squared 0.606 0.688 0.726 0.691 0.999 0.893 0.558 0.853
Control Yes Yes Yes Yes Yes Yes Yes Yes
Industry FEs Yes Yes Yes Yes Yes Yes Yes Yes
Year FEs Yes Yes Yes Yes Yes Yes Yes Yes

Notes: This table reports the causal effect of CSOE group mergers on industry level changes.
The variable of interest is the interaction of treatment dummy and after dummy, Treat><After.
Treat takes the value of 1 if the industry belongs to the seven pilot industries including elec-
tricity, petroleum, natural gas, rail ways, civil aviation, telecommunications, and defense and
0 otherwise. After takes the value of 1 for observations in years after 2015 and 0 otherwise.
We control for control variables, the year fixed-effect, and the industry fixed-effect. Variable
definitions are in Appendix Table A.4. Standard errors are clustered at the merger events. The
significant levels are as follows. *** at the 1 percent level, ** at the 5 percent level,* at the 10
percent level.



Table 9: Effects of Central State-Owned Enterprise (CSOE) Group Merger on Firm Financing

(1) (2) 3) (4) (5) (6)

(7)

VARIABLES Rating IBL_Cost Funds Guarantee CreditLoan% MortgageLoan% GuaranteedlLoan%

Treatx<After  0.452*%* -0.527 -2.006 -5.123%* 8.678* -7.364 -8.260%*
(0.190) (1.289) (2.239) (1.940) (4.294) (4.434) (3.988)

Observations 161 851 558 558 675 426 620

R-squared 0.929 0.498 0.555 0.600 0.771 0.806 0.588

Controls Yes Yes Yes Yes Yes Yes Yes

Firm FEs Yes Yes Yes Yes Yes Yes Yes

Year FEs Yes Yes Yes Yes Yes Yes Yes

Notes: This table reports the test of changes along with changes in firm’s financing after State-Owned Enterprise
(CSOE) Group Mergers, including bond ratings, interest-bearing liability costs, internal funds over assets, internal
guarantees over assets, credit loan proportions, mortgaged loan proportions, and guaranteed loan proportions. The
results after PSM matching are reported. The data set contains 39 CSOE group mergers and 103 Chinese non-
financial public firms from 2000 to 2023. Observations are at the firm level. The variable of interest is the interaction
of treatment dummy and after dummy, Treat><After. The coefficients presented in column 2-7 reflect the effect on
the firms’ financing behaviors, expressed as X%. Treatment defines the industries with common ownership changes.
After indicates periods of post CSOE group mergers. We control for control variables, the year fixed-effect, and the
firm fixed-effect. Variable definitions are in Appendix Table A.4. Standard errors are clustered at the merger events.
The significant levels are as follows. *** at the 1 percent level, ** at the 5 percent level,* at the 10 percent level.
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