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The Political Connection and the Performance of The Private Enterprises

Analysis of the Adjustment Effect Based on the Business Institutional Environment

HE Wenjing
( The JiangXi Institute of Administration,Nanchang,Jiangxi 332000, China)

Abstract: In the transforming economy, by the characteristic of “Power and Market” ,the private enterprises set
up the political connection widely,and which has a complex impact on its performance. Based on the theory of insti—
tutional economics, this study comprehensively examines the relationship between political connection, business sys—
tem environment and private enterprise performance,and explores the impact of political connection on private en—
terprise performance and the regulatory effect of business system environment on it. The conclusion shows that: in
the short term, political connections help the private enterprises to break through the bottleneck of development, but
they also increase the “political burden” ,and distort the decision — making of the enterprises ~ endogenous growth,
and lead to inefficient allocation of resources at the macro level. In addition, the study also confirms that: At the
stage of high — quality development of China’ s economy, the key to activating the vitality of the micro — economic
main body — private enterprises lies in building a legal business system environment. A good “soft” business system
environment can reduce the transaction costs of private enterprises, weaken their motivation of political connection,
and standardize and guide private enterprises to follow the logic of the market rather than non — productive profit —
seeking activities to pursue their own value.
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