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The Effect of Executive Political Relations to the Performance of State-owned Enterprises: and
A Simultaneous Discussion on the De-administration Reform of State-owned Enterprises
QU Liang' > REN Guo-Liang’
(1. Xi‘an Jiaotong University College of Economic and Financial Science Xi’an Shanxi 710061 China;
2. Zhejiang Gongshang University School of Business Administration Hangzhou Zhejiang 310018 China;
3. Chinese Academy of social sciences Institute of Industry Economics Beijing 100836 China)

Abstract: In this paper we conduct an empirical research on the effect of the political relations of State-owned
enterprises to the performance of State-owned enterprises on the aspects of State-owned enterprises’ external area
environment and industry environment internal innovation environment in particular the link elements between the
internal and external environment. We analyze the leading source of profits for State-owned enterprises empirically
on the executive political relationships level by using the empirical data of State-owned enterprises in China. After
controlling some State-owned enterprises internal characteristic factors including the enterprise scale intangible as—
sets P/B ( price to book ratio) etc we find that the executives political relations of State-owned enterprises which
is considered as the link elements between internal and external environment of the State-owned enterprises play a
significant role in promoting State-owned enterprises profits; the situation that executives political relations are in
the same province with the State-owned enterprises they are working for has stronger promoting effect on the state—
owned performance comparing with the situation in the different provinces. The type of the ultimate controller of
State-owned enterprises also has significant effects on the State-owned enterprises’ profits. On the perspective of
State-owned enterprises external area environment the system environment of the area does not generate obvious in—
fluence to State-owned enterprises’ profits we only find the level of product market development has a significant
regulatory effect on the State-owned enterprises’ political relationship and the State-owned enterprises’ profits;
From the angle of the industry environment we find that trade monopoly has a significant impact on the State-owned
enterprises’ profits but when we take the political relations into the model the monopoly effect to the performance
of the State-owned enterprises is not obvious; There is also no significant promoting effect on the State-owned enter—
prises’ R&D input which is considered as a internal environment factor of State-owned enterprises to the State—
owned enterprises’ performance.

After some analysis of the empirical research this article finally argue that our country’s state-owned enterpri—
ses though plays an important role in the national innovation system but we should deeply analyze that chief ex—
ecutives of state-owned enterprises is a “profit-seeking occupation” or a “Rent-seeking” occupation? From the em—
pirical results as well as the state-owned enterprise’s technological innovation performance state-owned enterprises
executives may be a “Rent-seeking” occupation. And we may draw the conclusion from our empirical research that
the political capture theory has strong explanatory power in the game playing process of China’ s State-owned enter—
prises and local government and the de-administration reform to executives of State-owned enterprises will help to
improve the political association effect on enterprise development.

Key Words: political relations; system environment; trade monopolies; R&D input; performance of State —

owned enterprises; de-administration
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