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4. Conclusions

In this paper, we have studied an unbalanced panel dataset which
includes a sample of 10,416 Chinese listed firm-year observations in
12 industries from 1994 to 2006. Using non-parametric methods, we
firstly examined whether there were differences across industries
relating to debt ratios and product market competition (proxied by
Tobin's Q). Using the HHI index, we measured the product market
competition in each industry. Next, we tested the relationship
between debt and product market competition in Chinese industries,
usingmultiple linear and non-linear regressionmodels using the fixed
effect and OLS methods. This study further considered the presence of
target financing mix adopted by Chinese managers. To account for
this, we employed a dynamic capital structure analysis and used the
recently developed system-GMM regression method. Finally, we
performed regressions according to the different classifications, i.e.,
lower vs. higher leverage; lower vs. higher product market compe-
tition, and larger vs. smaller firm size.
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