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Abstract

As the main body of the market economy and the backbone of economic development, the
investment activities of enterprises are not only related to their own sustainable development,
but also have an impact on the high-quality development of the entire national economy, and
play an important role in promoting economic growth, optimizing resource allocation,
improving people's livelihood, expanding employment, and protecting the ecological
environment. Because of the principal-agent problem and information asymmetry, enterprises
are prone to under-investment. Some scholars have found that compared with over-investment,
under-investment is more common in inefficient investment behaviors. Therefore, it is not only
the focus of academic circles, but also the key point of national strategic planning to study what
factors will affect the underinvestment of enterprises and how to alleviate it. Local governments
have many resources and can take action to promote development in areas of concern. From
the perspective of the government's attention, this thesis discusses whether the allocation of
local government's attention to economic development can influence the under-investment of
enterprises, and tries to provide some references for alleviating the under-investment of
enterprises.

Based on relevant theories of attention, combined with information asymmetry theory and
principal-agent theory, this thesis analyzes from the perspective that the allocation of local
government's attention to economic development may bring resource support to enterprises and
create a favorable investment environment, thus having a positive impact on enterprise
investment, and puts forward hypotheses and conducts empirical tests accordingly. This thesis
takes provincial and municipal government work reports from 2007 to 2021 as analysis samples,
extracts the frequency of key words related to government economic development in
government work reports, and measures the economic development attention of local
governments. By taking Shanghai-Shenzhen A-share listed enterprises as research objects, this
thesis studies the impact of local government economic development attention on corporate
underinvestment by constructing A multiple regression model. The results show that the more
attention local government allocates to economic development, the more it can alleviate the
under-investment of enterprises. The results are still valid after robustness test using alternative
explanatory variables, alternative explained variables, replacement regression model and
instrumental variable method, which indicates that the hypothesis and conclusion of this thesis

have strong robustness. Mechanism analysis shows that the allocation of local governments'

1



Abstract

attention to economic development can increase tax incentives and credit support for enterprises,
actively improve the business environment and focus on reducing institutional transaction costs,
so as to alleviate the underinvestment of enterprises. Heterogeneity analysis shows that the
allocation of local government's attention to economic development plays a greater role in
alleviating under-investment in enterprises with more effective internal control than in
enterprises with lower internal control level. Compared with enterprises with less media
attention, the allocation of local government's attention to economic development plays a more
obvious role in alleviating under-investment in enterprises with more media attention. The
allocation of local government attention to economic development played a stronger role in
mitigating underinvestment in the larger number of firms tracked by analysts than in the smaller
number of firms tracked by analysts.

The possible research contributions of this thesis are as follows: First, this thesis discusses
the influence of local government's attention allocation to economic development on enterprise
underinvestment, provides a new perspective for the study of how to alleviate enterprise
underinvestment, and enriches the literature on influencing factors of underinvestment.
Secondly, based on the relevant theories of attention, this thesis analyzes the influence of the
allocation of local government's economic development attention, which enriches the research
on the development of the fields targeted by government attention. Thirdly, this thesis
empirically tests the influencing factors of under-investment from the government level,
explains the role of the government in alleviating under-investment, and further recognizes the
role of Chinese local governments in the economy. At the same time, it also provides a reference

for how local governments can effectively allocate attention in various fields.
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