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Does the “ Revitalization of the Old Industrial Base in Northeast of China ” Benefit the Firm’s
Output Value or its Profit? Evidence from the Chinese Industrial Enterprises Database
Dong Xiangshu and Xiao Xiang

Using panel data from Chinese Industrial Enterprises Database from 1999 to 2007, this paper investigates the ef-
fect of “ Revitalization of the Old Industrial Base in Northeast of China ” . Empirical result indicates that this regional
development policy has a positive effect on firm * s product output, while has a negative effect on firm ’ s profit. Fur-
ther, this paper analysis the channels and mechanisms that the effect of reginal policy on firms. The empirical result in-
dicates that the policy reduces firms * taxes,which stimulates the output value while has negative effect on firms ’* prof-
it; the policy reduces firms ’ liabilities and accelerated firms * capital deepening, both of which increase firms ’ out-
put value and profit but raised more output value than that of profit; the policy increased firms * material input, which
decreases both the output value and profit of firms ’, but had more effect on profit than on that of output value. As a
result, the regional policy of “ Revitalization of the Old Industrial Base in Northeast of China” boost firms ’ produc-
tion scale but failed to raise firms ’ profit. This paper suggests that the policy leads a vicious circle that because of
poor operating then attract more support from government and induced more enlarge in scale and decline in profit and
as a result the firm repeated the state of poor operating. In addition, the effect varies in different industries. The region-
al development policy increases the output value of the firms of equipment manufacturing industry more than that of
others, and has negative effect on firms ’ profit. And the policy has raised the output value of energy~intensive indus-

try significantly but has no significant effect on its profit. It is also found that the policy has no significant effect on out-
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