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An empirical study on the influence of political connections
on the growth of private enterprises

ZHANG Xizhen, LONG Mei

(School of Business, Central South University, Changsha 410083, China)

Abstract: The paper, based on the data of the listed private companies from 2009 to 2012, studies the influence of

political connections on the growth of private enterprises and the adjustment function of the institutional environment

on the relationship of the two. The empirical result shows that it has become a common phenomenon that private

enterprises establish certain contact with the government. Further tests prove that political connections can facilitate the

growth of the listed private companies. Moreover, this kind of effect of political connections is more noticeable in the

area where the institutional environment is more backward. All these indicate that the political connections can servedas

a substitute for protecting mechanism of the imperfect market for private enterprises.

Key Words: political connections; private enterprises; business growth; the institutional environment
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