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Abstract

Chinese current institution and political system are different from the Western
developed countries. Under this system, many executives of private listed companies
are relevant to politics. Therefore the study of political influence of private companies
related to this issue in China is more realistic instructive.

This paper focuses on whether the company has the political connection, which
measures by that the executive of private listed companies is a former or current
government official, a deputy to the People's Congress or a member of the Chinese
People's Political Consultative Conference to assess. Taking as our specimens the
private enterprises listed during 2004 to 2008 in Shanghai or Shenzhen A share, this
paper study the influence of political connection and institutions to the performance
and bank loan of private listed companies. The results showed: (1) On the whole, the
political connection of senior management helps to improve the performance of
private listed companies. This connection mainly comes from the executives of the
deputies to the People’s Congress or CPPCC members, especially from the provincial
level NPC deputies or CPPCC members. (2) The political connection of executives is
not a significant impact on bank loans, but the fact that executives used to work for
the government departments increases the possibilities of short-term bank loans to
business. (3)The different institutions impact little on the relationship between
political connection and business performance. However in the areas of more serious
government intervention, but less legal protection and lower financial market
development, the enterprises with the political connection access easier to bank loans
than those who are without the political connection. Besides, compared with those
executives who did not work for the government, executives who used to work for the

government are more likely to help the companies to receive long-term loans.

Keywords: private enterprise; political connection; institutions; performance; bank
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