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1 ORERALRIOETH S KA S MM ST

Mean Std. Dev. t-statistic | Observations
KZ 541
Constrained Firms —0.123 0. 620 1710
log(sales) Unconstrained Firms 0. 056 0.313 1346
Difference 0.179 9. 66
Constrained Firms 0.161 1. 77 1710
leverage  Unconstrained Firms —0. 045 0.479 1346
Difference —0.206 —4.12
NEIRS
Constrained Firms —0.094 0. 695 1388
log(sales) Unconstrained Firms 0.027 0. 350 1700
Difference 0.120 6.23
Constrained Firms 0.172 2.067 1517
leverage  Unconstrained Firms 0.017 0.168 1845
Difference —0. 155 —3.08
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TIE AR,
T2 BEXEMTIESSEAREHREBENEZ D
Variab] OLS(D 2SLS(D) OLS(2) 2SL.S(2)
aria
arabie D ) (3) 5
—0.020 0. 001 —0.020" " 0. 001
g% 7 7 (i
LA LES (0. 006) (0. 007) (0. 006) (0. 007)
e 0. 004 0.007 —0.005 0. 001
ESEES S (0.016) €0.015) (0.015) (0.015)
0.074"" —0.008 0.049"" | —0.035
S o A 2%
LSCESE R NS LES (0. 023) (0. 035) (0. 023) (0. 035)
o —0.154""" | —0.148"""
= il % 44
LT 24 (0. 017) €0.017)
- —0. 024 —0.021
85 i 0 4
TR (0.018) 0.017)
—0.069°"" | —0.069"""
A=
o 0.017) 0.017)
—0. 024 —0. 024
A=
el 0.017) (0.017)

. \ —0.085"" | —0.081""" | —0.074""" | —0.071"""
VHE = HE Bl A I 2% TR

MR MG | o o1y (0.017) (0.017) (0.017)

‘ e —0.133°"" | —0.132°"" | —0.126"" | —0.125""
Nl . ﬁ A\[//FE Eﬂ |~ }’\7"':

R PR R AR o) (0.018) (0.018) (0.018)
e e —0.107""" | —0.110""* | —0.091""" | —0.095"""
s . 325 /Sl L. 2%

M JE — AR A BT | o) (0. 030) (0.031) (0.031)

‘ ) o | 0.034 0.038 0.036 0. 040
ok = T R R o %

G PR A VTP OR | o) (0. 024) (0. 024) (0. 024)
. o 0.590""" 0.594 " 0.588""" 0.591"""
3 _ HER R < %
I — BB (0. 041) (0. 042) (0. 042) (0. 043)
Intereent 0.045"" 0.039"" 0.014 0.011
ntercep 0.016) 0.017) 0.017) 0.017)
Adj R-Sq 0. 086 0. 082 0. 070 0. 066
Number of Observations 4 451 4 451 4 451 4 451
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i 2SS 55 7Y 48 i) 9 AR 245 1) 1) A A4 2 ] 06T T 2 AN (]l 9% 249 o ) 4T ]
H5r 0T, TEFEHIFEARLE N ARG A SR T 5 OLS 2R AR 1 UE 4 -
R O F A TE Rl 5T 20 o1 2w B BE AR R A7 M 58 4 X B AR S A ) UM . 3R
3 55 (2) H) db R 0T i Rl B A TR W T BUIR 0GR XA A ATl TE A X B AR 2
PO 7 A 1 IE TSRS R, CBOR O 28 X% 7 A Mot 590 BB BUAG T R B ok
0.07, HEZBEM., M. AR 3IFEWHIH X FIRAELRA NS . BUAR
IR F X FAT Ml 5 G 0 5 AR 25 AL ROV AR T BROTET S I L (BUIR R X B R
B AT R N —0. 31, HE R EMW,

SZ S BUR I FR AN [R] il B 2 0 24 W) BAT S [ BOR OC R BE % 22 it
O ARG 2 DRI R TR TE R 29 R A W A A

x3 AARMAHRTBIAXRZNME:KZIEH

1 Al 2 R A {0 il ¢ 24 R £H
Variable OLS(1) 2SLS(1) OLS(2) 2SLS(2)
D 23 (3 0
—0.024""" —0. 004 0.084°"" 0.102°"
e
v (0. 008) €0.010) (0.018) 0. 020)
0. 025 0. 031 —0.022 —0.044""
NV
HAR A 0. 032) (0.032) 0.017) 0. 020)
0.091""" 0.072" 0.019 —0.315""
W8S TR TR R R
BEATR A R A (0. 034) (0. 040) (0. 043) (0.142)
_ . —0.078""" —0.071"" | —0.069""" | —0.058""
SHE = k"%i K. 2% AR
R MW B o) €0.029) (0. 026) (0. 027)
. \ —0.027 —0.026 —0.157""" | —0.160"""
3 A 4 1 2 A
/5 D S A 0. 036) 0. 037) 0. 020) 0.021)
_ . 0. 029 0. 029 —0.113"" | —o0. 147"
SHE = 25 VR PR R K R
/R AR A VOIRA | 60y (0. 060) (0. 036) (0. 040)
0. 007 0.019 0. 020 0. 029
= 325 5l ¥ 1K 2R
R PRSI GEF R | 0y (0. 049) (0. 029) 0. 029)
. 0.612°" 0. 628 0. 4647 0. 465"
WS K R
i JF — BT R R 0.079) 0.079) (0. 049) (0.051)
—0.108""" | —o0.112""" 0.072""" 0.073"""
Intercept
(0. 028) (0. 028) (0. 015) (0.015)
Adj R-Sq 0. 059 0. 057 0.107 0. 062
Number of Observations 1710 1710 1 346 1 346
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TAETH SR L CEIR 56 2 BT ™ Sl ) B A T R 0. 076, &2 RF Y
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SR KZ 35800 Jbn e A 815 45 5 — 550 BUE 5 R 017 78 Al 98 30 A
T B 4 5 AT B 4 5 AR 45 K B R S L R o LA A

F A B O FIFNEE (O F 28w RUA > AR T 1 1 25 B3R 8 6 1
e 20 RN RN 7 BUR KR XA AT 5 4 5 AR LS RIEAH 7L RS
PERE 0 5 X6 TR 2T 2028 B 5, BUA & R 7= A T SRR R, GER 96 R X8
FE U RO R R T R —0. 40, B R B EW ., X —IFE S KZ #5505
JERRUE R A [0 U9 25 S — B0 M X A PR 2 RN F L BOIR 5 B A TR il R 2
SR 2 ) R T BE 4R R ATl BE A 5 U AR 4 A 1) AR | R G T A AL

S RS PRI 43 2 07 v X il B 2 SRR AR 1 X A3 AE e 25 5 AR T8 WD
O3 25T T A 0 I 4 41 3 BH IR DG 2R 0 AR T il U 4 B 2 A ELA R A A A
Xof F A7 TE fil 5% 20 5 1 28 wEGR 5 R I A N E

F4 TEAMBARTEALRONE: AT MG

[N AN | AP il % 24 o 41
Variable OLS(D) 2SLS(D) OLS(2) 2SLS(2)
D 2 (3 W
—0.017" —0.001 0.121 0.408 "
V= %
PP B s (0. 009) 0.011) 0.115) (0. 135)
0.016 0. 029 —0.053""" | —0.045""
N
ESUESES (0.037) (0.038) (0. 020) (0. 020)
0.076"" —0. 042 —0.079 —0.408"*"
B X X
SLES S e S (0. 036) (0. 056) 0.127) 0. 150)
—0.129°"" | —0.128" | —0.043" | —0.044"
T A Y B e SR
AR — MR R R A (0.033) (0.033) (0.026) (0. 026)
—0.159""" | —0.160°"" | —0.173"* | —0.176"""
s 394 5 B8 G R AR
AR R Rt R L IS (0. 035) (0. 028) (0.028)
—0.070 —0.080""" | —0.261"" | —0.251""
g =S 5 YR P K
R BRI VR e (0. 065) (0. 043) (0. 043)
0. 039 0.036 0.053" 0.057"
= 925 P i K TR
iR PUBAR ARSI BT | e (0. 055) €0.031) (0. 031)
0.778""" 0.766""" 0.570"" 0.558""
WS K R
5 — BB (0.093) (0. 095) 0. 057) 0. 057)
Itereent —0.059" —0.067" 0.061""" 0.053"""
fiereep (0.031) (0. 031) (0.019) (0.019)
Adj R-Sq 0. 072 0. 064 0. 082 0. 079
Number of Observations 1 388 1 388 1 700 1 700
A.E it

T 1998 —2007 4FHp [ i 2% m) ) 3 Al A9 28w B0 AR SOk B w
HRRX A AT FE A T EE AR . A02R A B GRS 0 A7k 52 4
FEA T IR TR R 23 B EOG 5C AR SR AL T I I TR O 5 A0 SR 2% W BEAS 45 4 X
Aol 5 ™ A2 T SRR I L 28 W] R 5 AR 55 A0 1k A G TR R . A TR R e
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AT Dok 2 2 ) il 5 240 9 5 il B 249 R £ i i 17 A ol B 4 X 9 A 45 A4 ) R
P BEMTHE W T2 RO (E . AN TR Rl 58 20010 28 Wl B0IR 5 &R 19 (EA (7] i il 5
ZYR O m B BOA R EH W] B TARE R A A

* AXLBFHLEMZRKF2] IR HPELFHEEZRAALENLZERFESL
FARPAARLE LML AAG TS, FAEBEEMZXFRFE I FERLEFT LS
# .

S E Mk

C1JZAT T XE. AT AR R A G54 5 7= i 35w 4 [T, 48 Bt 5, 2005, (7) . 74— 81,
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How Political Connections Affect Corporate Value:
Evidence from Financing Restrictions and
Industrial Competition

XU Long-bing' *, LI Ke®

(1. Institute of Finance and Economics s Shanghai University of Finance and
Economics. Shanghai 200433, China ;2. School of Finance, Shanghai University
of Finance and Economics, Shanghai 200433, China)

Abstract: Political connections have effects on corporate value, but
there is little evidence for how to affect corporate value. Based on the data of
listed companies in manufacturing from 1998 to 2007, the paper finds that
political connections improve the sensitivity of industrial competition to cap-
ital structure. By using two different classification criteria for financing re-
strictions, it shows that the value of political connections differs due to dif-
ferent financing restrictions. In companies with financing restrictions, politi-
cal connections have more significant effects on the sensitivity of industrial
competition to capital structure. It provides support for the idea that political
connections help the corporation to get more financial resources, leading to
the improvement of corporate value.

Key words: political connection; financing restriction; capital struc-

ture; industrial competition; corporate value (%% & %)
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