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Way of Political Connections, Property Rights and TMT’s
Compensation Contracts: Based on the Angle of

Government Subsidies and Political Identity

WU Chengsong, TANG Weizheng, HUANG Songqin
(School of Business, Anhui University, Hefei 230601, China)

Abstract: The impact of political connections on TMT’s compensation contracts may be completely different from the angle of
government or enterprise. In view of this, by using the data of China’s A-share Listed companies in manufacturing from 2008 to
2011, we selected government subsidies and political identity as proxy variables of political connections of government and en-
terprise angle, this is the first research to compare the different impacts of different political connections on TMT’s compensa-
tion contracts. Empirical studies show that; although both government and enterprise angle of political connections can signifi-
cantly improve TMT’s compensation, political connections based on enterprise would undermine TMT’S pay performance sensi-
tivity, and political connections based on government are able to improve TMT’s pay performance sensitivity. After a further
comparative study based on property rights, we find that the enhancing effect of political connections from enterprise angle on
TMT’s pay performance sensitivity are more obvious in private enterprises, and the weakening effect of political connections
from government angle on TMT’s pay performance sensitivity are more obvious in SOEs.

Key Words: way of political connections; government subsidies; political identity; TMT’s pay performance sensitivity ; nature

of property rights; manufacturing; TMT’s pay contract; pay stickiness
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