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The Causes, Effects and Governance Paths of Zombie Enterprises from a
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Abstract : This paper discusses the definition, causes, effects and governance paths of zombie enterprises from
a multi-dimensional perspective. Zombie companies, those that are chronically loss—making and
insolvent but rely on external financing to stay afloat, have a profound negative impact on the market
economy. This paper first defines zombie enterprises and analyzes their causes, including the influence
of industrial policy, the role of financial factors, market and competitive environment and other factors.
Secondly, the paper analyzes the effects of zombie enterprises from three aspects: macro—economy,
industry and enterprise, and points out that zombie enterprises reduce economic efficiency, distort
resource allocation, and aggravate overcapacity. Finally, the paper puts forward the path of zombie
enterprise governance, including the measures at the policy level, the market mechanism level and the
interaction between banks and the government level.
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