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Political Connections of State — owned Firms, Government Audit
Quality and Firms”Performance;: An Empirical Study

Based on Chinas A — share Market

ZHANG Limin, XING Chunyu, WEN Juying
(School of Economic Management, Beijing Jiaotong University, Beijing 100044, China)

Abstract: In China, the state — owned listed companies have either innate political connection or have executives” political
connection. In contrast to Fan Gang index, government audit quality, a more microscopic environment, is one of the important
factors of political connection corporate performance. We find that, without considering the government audit quality, state —
owned equity political association reduces the corporate performance, while executives”political association improves the corpo-
rate performance; when considering government audit quality, the higher the government audit quality is, the more it reduces
state — owned equity political associations damaging effect on corporate performance. Therefore, we suggest that improving the
quality of government audit can improve the living environment of political connection companies, optimize the allocation of re-
sources, and promote the healthy development of enterprises.

Key Words: political connection; government audit; firms’performance; audit quality; state audit; institutional environment ;

state governance; economic accountability audit; administrative unit audit
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