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NON-PRODUCTIVE EXPENDITURE, POLITICAL
CONNECTION AND CORPORATE VALUE

AN EMPIRICAL STUDY OF CHINA’S LISTED COMPANY

ABSTRACT

Non-productive expenditure refers to the expense used for activities which cannot produce
products or services directly. In China, enterprises’ non-productive expenditures are mainly used for
PR activities, individual on-the-job consumptions, government-enterprise relationship investment
and so on. Rent-seeking cost and on-the-job consumption are two important forms of non-productive
expenditure. Although as an expense, the non-productive expenditure would decrease enterprise’s
current profits; it can bring benefits to the enterprise by influencing rent-seeking results. So the study
of relationship between non-productive expenditure and corporate value is of great significance.
Political connection refers to companies’ underlying political relationship with individuals who have
political rights; it can play an important role in enterprises’ rent-seeking activities and on-the-job
consumption level. As a result, it’s also meaningful to input political connection into the study of
relationship between non-productive expenditure and corporate value.

Based on 9606 China’s companies listed in Shanghai and Shenzhen Stock Exchanges, this paper
studies the relationship among non-productive expenditure, political connection and corporate value.
Regression results show: (1) non-productive expenditure has a positive influence on the corporate
value, which means that companies’ non-productive expenditures can increase corporate values; (2)
compared with state-owned enterprises’, private enterprises’ non-productive expenditures are more
efficient to increase the corporate values; (3) in areas where government interventions are severe,
enterprises’, especially private enterprises’, political connections can enlarge the non-productive
expenditures’ positive influence on corporate value. In another word, in severe government-
intervened areas, political-connected enterprises’ non-productive expenditures are more efficient to
promote the corporate values.

Key words: non-productive expenditure, political connection, corporate value
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FIE 7. Brih, XTEAA A RE SIS, JEA =S A RN E AN . 7R
ANTEFVERR 1 BIBEAE b, ASCRR AN R B Se 41t 1B ik 2:

Bk 2a: Ak A S 235 i 1 S BRAR AR AR P S e A FME R B RE A, BIEEAE
P S H ST A Al 2 =) AR A I r 52 55 HOG RS Ak 2w E I TE [R) 5200

601 326 7



L. ‘_‘ A - }_.— : ‘Q
@) X FAdALS
gy’ SHANGHALI JIAO TONG UNIVERSITY jEI_:EFL'l‘EiHj \ ﬂ;ﬁﬂ*«%'—ﬁﬁﬁ”ﬂia_gzj:q: J:T'F/Aﬂﬂ"]%‘?ﬁﬁﬁ"ﬁ

st 2b: AV A e i P S G o A A P 1 S X A F A B S AR, B AR
S H O FE AT Al 28 =] AR B v S0 58 T Lt BT Aioll 24 R UEL R A B2

2.2.2 AFAEHESCH . BURBKR 5 A R ME

ERE, BmTRIEHI T, ARBOMRFREE T 2 kg, BMERE C @i
THSE A ARH, B CERR R ST R IR DL TR AN AL
LGB WA, EE SRS 7 AR EZRE0]s AHISER T MR T LSS BUR R T
I H B AL W8 FOAUEERU 15Kk N H B R R 2510 (3 4%, 2006) . [T £k F-fiLiE 3
HSBURE BB EEMBR, RIS MEGEE RS FHER. AR E%
E AR KPS PR S T, BUA R AT LMV OR I 16— Fh B AR T BOR R4 £l
(VR S 2 BUR I E R Y R 20 BHr-PRIARIEE, 2008); 7£ 42 MEXKN, HHUAEER
(R Ak RE SRS BRI A 7711331 (Faccio, 2006); X 726 A A 4 55 b [X () RS Alb kit , AL
JRFRS S 00w AT oA Al SR e e R RS e BB (SRS SRpPEERI TR, 2009); BEE Al
AN KRR SR A Akt >R 23 AR AT DR Al ot (R 1RO Clibesk, 2008); RUE ik
IBUREE R BT & S ot 2 A ARER A M E . 45 AR AL BURF T PRSI b X
X ASONE B0 B SR 42 (s B L ESLIE AR, 2010); X My sk, £ PRI 2% (2010)
W R, EEA L, B BUAEERA F I & E IR S U AR T IEBUG R B Al W1 &y
E IR SR M 2 O T ARG, e R LS A T E AR 1
AfalE 2, T RENS PR AR A FAE B 220 (TSGR, 2012).

RRUE, BUAREER AT LAMELS AL I SR A 2, 1215 SR Bl IR 248 5 45 Rt
v E S EA R Ak E SRR BRAT RS R, BURECR X IR 94k
FAREE = A i . ST LA i, ASCUCN, STELEGARBL R, FEA s
AFNEZ KRR Kk, BERETSCEH MR TE SR 1, AR A S5
% 3 R

s 3a: Mk IBURTEE R S8 s AR A P 1 S O A FAME R IERPER, B P~
XA A B AR Al A B PR E [ 52 i - 6 TR BE AR Ak A JIAEL I 1E A1 520

B 3b: AV FIEE B R 2GS EAE = M S R A RME R SR E R, B EEAE =S
XA BUA TR R Al A F]ANME PR 67 1) 52 55 - 6 TR BUAR R Al A FIANEL IR 67 Rl 52

Bob, JREMELRN BT A FBURIKR Sk MR R AR XA .. O R
W, EAFPEEAE T, BORBCR XA P EA R AR EEAE . BUNT-HUK
PRI, BRE A BRI AR BE Y AR BUE 2 BRI X — I G B 2D (R
U1, 2011); JREBUABRALE B _EIFARERT [E AT M AL RE A A A R, (B AEBUR T
T EE AT A AR X, BRI RE S i Ak A o BEAS AR (i, 2011)5 ARk FTAb3A 5
AT BT FAE b R, A AN BIBGA IR R BRI 2 10 (R SRR 2=k, 2012).,

PAEBEFERY], fEFEH] T BUN-TMEE )G, BUR BRI A FEm T g2 kA28, B
A SCAE SE G PERBE 3 (M2t _EBE— DX BUR T TR HEAT 142100, S2 T S SE 4 PR 4

st 4a: M FBUOFTHEBARKILIX, EBUFTHERREFIHX, Sk EEa IR
ARAE PR SO S A F B Z AR AR RS RN B R 2% . s A,

fBRBE 4b: AHECTEUR T B AR A HLX, EBUR T PR AL X, Al BRI 20T
ARLE PR ST 5 A I UMEZ 18] S R A R BE R 2% . TS A

S5, FESCRRHRSL R, ASCRIL, BOABER 200 AR A A AR Iy R
U, R AL, BOATE R A TR TR 2, 115 BRI Cas. it
EIFRIZEE, 2010; KR, 2012 %), Bk, ASCERERS 4 MIFINE2H5E 2L
AT B PRI AT R RIPE, TR T P/ 35 b 5

1B 5a: FERUR T FUERH MK, HIECTEA O, RE S MBOaB R
15 R .2 L IE O PR (B O B . R

57U 3626 17T



T SHANGHA IR TON USRS et PR AR S AR E—— BT ELE B AR SIER R

fEBL Bb: EBUN T-HUE R B, AT EA M, REMLABOa B R R
SCHY S A m M E 2 T 7 A P R G A RN B S BE R A

2.3 FENGE
AR R EAT T SCRRGRIR, FFAEMERE AR TR, BRSO E BT T e

PAVESCH R R A L AR S R A AR BRI AR AE 2 OLR AT TR A
AIREI . BT CERERIR, ASCIRW T A AR, BARW B30, AR

bt
©
=i
H
)
o
=



) X HEAAAY

%/ SHANGHAI JIAO TONG UNIVERSITY

FEEAMTH BURBASRRME—ETHE LB RARNSEIEHRR

3.1 BIEKRIE

ASCHFUREAA 2005—2011 SR IR AL B B4k, Sk T: (1) ST 4inlk; (2)
SRR AT A (3) W45 . MR Bk, &SRS 9606 MEASIIME .
AV 45 B0 R VE T CSMAR $dli e, Al i 45 e 2845 i MEAR S CSMAR $0ds b ]S
VBRI R ARG CSMAR £l FEIK “ R N7 IF TR, %
X BUF T (GOV) MAGKEFEE (MKT) M, F/NE MR H] 1 Eh
R —— S X T LA HERR 2011 4F4R ) —F5 AR e,

AIZEISS PN

B=EF WRigit

R 31 HEXFHE
g ABURBLRH TG BURBLRH i
Ak Ak

2005 493(44.41%) 617(55.59%) 1110
2006 508(45.52%) 608(54.48%) 1116
2007 558(45.59%) 666(54.41%) 1224
2008 605(45.37%) 728(54.63%) 1333
2009 658(45.54%) 787(54.46%) 1445
2010 675(44.35%) 847(55.65%) 1522
2011 805(43.37%) 1051(56.63%) 1856
£t 4302(44.78%)  5304(55.22%) 9606

3.2 XETEMEE

321 N &

XAV AME IR BER, AR K2 Bk 7T 4 A (0 SCRRARL, SR AIFE5E Q & . 5%
L H R E A T S A R KK RERERAT R EA TS, 155 Q KN
HA—ZRRRE, EERTT LA MMER— MRS, NBRARA— A0 5T i
77 N TR AT Ao s BT e 4R

B, FE5% Q TS AN A A HifHRR L

FUIB AT EASAGTE, ’IFEsE Q AR AR Y. (W@ AU (E+IR A AT E+HHE 5155

M) 1% r2,
3.2.2 fRPEAS &

(1) ARA S

Ui iZ P ARSEAE 2010—2011 S, 4T 2010 SEEHE, ASCRA 2009 AEFHE N 2006-2009 A PU4E
ByE AT A — S BRI A PR B T 2011 SEHEE, ARSCRA 2010 %R N 2007-2010
SEIX VU AEEL IR AR X T A — SR E0 3 (i~ 2 AR

2 HF CSMAR % 2 h AR THE5E Q H, Hb, AR A i B F 5 W EAE R, A sek

BEATHH SIS Q i, HESKM T CSMAR Hudf & rh i) K -

HOUl 326



) X #XAAE
7 SwawerauoTONGUNVERITY dp RS BUABKR S AR E—— BT E L AR SERS

S EAE P S I B R, AR FIIAE 7T (2010) 7E ABHJ #5%4(2006) A 4T 7k
Bk, MRS ARSI T R T A IR E A (REONEE M. L
VEPERER . IRIKHE S A7 IRERM T S THR S 34D, SHRA P S kT T A Bl A0
S TR0 (20100 AL,  FR40 55 Al o 8 F 14078 s 3 2 FH ok DA — sl
W SRBEATRREELL, TR P S e, A SR R

VR S5 DI A B 9% FH (SG&A)=CEn LA 1 98 FH - i B T - ST 8 7 IR P - 4 AR T R (%
B9 MIIRK e FIAE TR AN HERS D [ R EN IS

(2) BUREER

PO Sk (ke S RIXBek, 2008; TSOBAEMEIDE, 2012; 5 (A b,
ARCEBORTE R E SN A F] I K BN 2 B 22 7 rh de B 5 % 1B B ZE A S5 A 3
IMEER, SR BUTMEETERIARARER . BURPUTERTEME 2 5123 FER AR &
X EOABE R AT A T S K a2 B 27 rh Je By % 2RO B ZE DA S5 oA
T ME B SR BT M SR N RARER  BOR BUT B AT B 23 51, MIEGA B & (PC)=1;
A, EiREL £ (PC)=00M,

3.3 [E)3=HY

NIRRT 1, MIERABE (D):

Qic = Bo + P1SG&A; + B,LNSIZE;, + B3LEV;, + B.GROWTH; . + BsROA;, +
BsFIXED_RATIO; ¢ + B;CPS;, + BsAGE;, + BoSHARE _1;+B;oSHARE 2T 05, +
B11BOARD_NUM; , + B,,IND_RATIO; + B1sMKT;, + ¥ YEAR;, + X IND; . + €;, (D

WL, >0, MIEGUE 7R la; @1iRp; <0, N 1b Bar.

NIRRT 2, MEERIBER (2):

Qit = Bo + P1SG&A; ¢ + B,STATE; ; + B3STATE; , * SG&A;; + B4LNSIZE;, + BsLEV;, +
BsGROWTH; ; + 8,ROA;; + BgFIXED_RATIO; + BoCPS;; + B1oAGE;; +
B11SHARE 1, ,+B,,SHARE_2T05;, + f;3BOARD_NUM;, + B14IND_RATIO;; + ;s MKT;, +
Z YEARi’t + Z INDi,t + Ei,t (2)

WP, >0, B3 <0, MIGIE 7% 2a; WL, <0, B3 <0, WIUE T ik 2b.

NISAERRBE 3y 4. 5, HJEEEIFRA (3):

Qit = Po + P1SG&A;r + BoPCit + B3PCiy + SG&A; ¢ + B4 LNSIZE; ; + BsLEV; ¢ +
BsGROWTH; , + B,ROA; , + BoFIXED_RATIO;, + BoCPS;, + BroAGE;, +
B11SHARE 1, +B1,SHARE_2T05,, + B1sBOARD_NUM;, + f14IND_RATIO;, + B1sMKT,, +
Y YEAR;, + ¥ IND;, + £i, (3)

WRB >0, B3 >0, MIGGIE TR 3a; WIRB <0, B3 >0, WIIE [ 3b. AR
FEBUR 0 B DX AV AEAR B B H R 5By, > 0, B3 > 0, HAHEL TFEBUM T 1R BAIK
iy XA, PEBUR 0B B e 3 X R AP REAS g [0 0 R B B R W s vy, WWAGHIE |
da; WIRAEBUM TR b X R A AFEA I B R 3B, < 0, Bz > 0, HAHHL T-ZEBUMN T
FERBARH X () All,  FEBUR T TREE R St X ) A AE AR B R H R B R B,
E 7 4b. EBURTTREER S IHX, Wit BE Ak, By >0, B3>0, HAHILLTH
AN, RE SRR REB, R, HRE, MISUE [ 5a; WX RE MR, By <
0, B3>0, HAMWTEA M, REMVEEEHREB TR, FRE, WIIE 7R 5b.

Horh By JBIEE, & NRE, Bi~Pis NEE Q NIEHE Q{H, SG&A NAEA 1, PC

8 HT 2007—2011 “F i3 CREAH) BRI AE 2 FOAE O AN #E 451X I AR AN 7T 48, HARYE 2005—2006 %4
P SLAT A0, iR SG&A FUMIAR K, A CHAH “WIEEE B (SG&A)= (ENE T
P S-S S RS 1 R E RN X — AR E IR A S

4 XEe . TR EWCPRIREA (20100, TICBEFMMEIR (2012) A T 7SR EBUATLR .
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) X #XAAE
SANGHA WO TONG UNVERSITY PR S BUABKR S AR E— BT E L AR SER S

NBURER R, XA E A E F UMt ke . b4h, Famaand French(1992) K81, BN
F R BT [ 23R LRI A B R R R T =7 £ 7% (2006) WHAEREH, WAL
bt 5\ FIMME 2 6] 547 ] ¢ R 181, SR REFI AR (1999) W A IL, & — KIRAFF
B 5505 Q A F U BIZE e /195, FAREMMELE (2004) IFSL T, EHRSMESA
ANV GHFAESR U RS R0, Aib 2% 7 H L E R EGE (2005), 500, BRI
T (2008), EZR. MREs Bt (20100 SESCHRFESE Q BLZY, RATIANT W FEHILE: A
FFRLCLNSIZE), RIS = (58 WSS ATAF (LEVD, RIS P2 61 5 356 5 Mk 45 1K (GROWTHD,
BUEMPU AN K 2R HFIRE /1 (ROA); =451 (FIXED_RATIO), B[l e %5 7= b 2 B8 7= 1
Fefls SRS (CPS), REBRASZH B MU NI EL s AR TR (AGE); 25— Kk
REFME L] (SHARE_1) FIEE &% B KM ARFF L (SHARE_2TO5); 3 H < #i
(BOARD_NUM), BIEEH A%, Mor#EFHLLF (IND_RATIO); Tiigtbig% (MKT). &/)5,
2 FE RN A BT AL AT M R B S 6 FE 52 Q AR, BRI i N T 4Tk (IND) B HAR &
MEE (YEAR) ERIAREI T TR, R 3-2 45 H T B AR & E UK,

K32 BEEIR

WmELTE FEEQMHE (Q) it 388 AT B+ A 7 30 e A T L+ 1%
R LEW~
A VRS (SG&A) Al 7 3 9% P - v 8 S M - T T 5 7
GEDI A =R 2PN
E A x &6 (STATE) wnRAN N E A Sk, STATE=1; T,
STATE=0
BUAEE R (PC) o\ E H KBS S Y A

Bt 5 2 P BUR B SR AR AT
AL BRIV BETAE AR
B AT B 22 51, PC=1: &

nj, PC=0
325 i AR AN TR (LNSIZE) A BT AR E

W S5 FLAF (LEV) UG RAE P

k45 i (GROWTH) (ALEE I — EAEE IR 1B
NN

BAIRES] (ROAD R

B4Ry (FIXED_RATIO) [i] 5 % 77 15 A S B

A HEEER (CPS) AR S HIEE NS URN

AF EHFER (AGE) A T R ()

B KB AEE L (SHARE_1) 85— KA A5 AL EL 51 %100

B R E AR R R B B E A ORI AR KR H g5 +100
(SHARE_2TO5)

HHLH (BOARD_NUM) HE (FEHFK A

AT FEFH S (IND_RATIO) ST E R NBUE R NS

TR (MKT) SEBY . ENEFIABME S H Y
] 7 34k 8 20— 2% 3 [X 77 37 A0 AR X
HERE 2011 FF4R )

£ (YEAR) SRR A R

7k (IND) ol E, S8 (h EREY 2047
N iP)

S WA KBURFR B LB 5 58— RIBR S LU 5 A AR BRI SR ek (VIFSE), ARSTRFERE R v 5] N5
— KRR L
¢ AL, HTEHERSMBEER BT AREAILENE (VIFSE), ASCHAERR G NS 2

11T 26 11



) X FXAAE
7 SwawerauoTONGUNVERITY dp RS BUABKR S AR E—— BT E L AR SERS

3.4 ARENGE

AR 0 AR SR T AR BT

B, ULEA T BAREMSRYE, ASCERCT 2005—2011 AR T AL B A FEEA
FEA, FZN CSMAR Hiffa FEA b [ iz AL B—— 23 X T A A 30 AR 2011 A4k )
— PR AH LRI E A -

Hixk, 7 R E . ASONET RO SRR AT S s, W 7 s AR
B (pAfrEs RS AMBURER AR TR, XA T T IR

IJa, BAL T SRR I R . ARSI S TVE BN u AR, EREA
A PHE R AR, AMYUSINT AR R R, &R 7RG, SIN T HAhAE
XA AT A o

%12 7 3£ 26 10



(@) X #Rdr¥

Z40 ToNG

7 snaora a0 ToR NS JERE PR BOARR S A RIMME— BT PE L ARMSHERS

SHE sSCiEERS5 S

4.1 TR ST

T v IR S AR A I T 45 SRR R, ASORE SR R B E (Q, SG&A) T
THIJE 1% K winsorize 4b 3, X% 4 M| & & (LNSIZE, LEV, GROWTH, ROA,
FIXED_RATIO, CPS, SHARE_1, SHARE_2TO5, IND_RATIO) 3T T #iJ5 1% winsorize
PR, R 4-1 REGEH TR (D (2) () HREMFRES T, FE5E Q MMk K(E N 7.1987,
e IMEA 0.7899, Anifk 22 1.1130, 1t B #5227 2 6] A FAME 22 575K PC [1I341E 0 0.4478,
VLA 45% 7 47 1) BT AR A BUREL R, STATE (518 4 0.5787, Tl 58%74 45 K] 1T
AFNEA . HAAR S, SHARE_1 1J351E N 36.92, HHid 7 SHARE_2TOS5 HI¥ME, Uit
B b T A R R R A B R

R 41 ZE#RES T

A B W RME PR WOl bR
Q 1.7877 0.7899  1.4066  7.1987 1.1130
SG&A 0.1003 0.0035 0.0742 0.7265 0.1013
STATE 0.5787 0 1 1 0.4938
PC 0.4478 0 0 1 0.4973
LNSIZE 21.6196 19.1565 21.4910 25.2212 1.1796
LEV 0.5015 0.0577 05083 1.2008 0.2128
GROWTH 0.2449 -0.6828 0.1549 4.5021 0.6019
ROA 0.0360 -0.2480 0.0347 0.2063 0.0633
FIXED_RATIO 0.2755 0.0028 0.2428 0.7742 0.1840
CPS 0.1245 -0.1419 0.0602 1.1980 0.1948
AGE 8.7593 1 9 21  4.6647
SHARE_1 36.8745 9 34,9450 74.9600 15.3895
SHARE _2TO5 15.3262 0.7400 12.7650 46.2000 11.3622
BOARD_NUM 9.2242 3 9 19 1.8868
IND_RATIO 0.3606 0.2500 0.3333 0.5556  0.0485
MKT 8.7167 0.2900 8.7700 12.9963 2.1947
SCUEHE IS
4.2.1 FHR M AT

A3 26 |



) X FAALY

SHANGHAI JIAO TONG UNIVERSITY

FEEMIE . BUAKASARNE—ETPE LW ARSEIERR

R 42 FEREHERED

GROWT

FIXED_

SHARE_

SHARE_

BOARD

IND_RA

Q SG&A  STATE  PC LNSIZE LBV C ROA  FXED- cps  AGE S N b MKT
Q 1

SG&A 0189 1

STATE 0142 -0123™ 1

PC 0029 -0025"  -0025" 1

LNSIZE  -0.324™ -0267 0307  0.087™ 1

LEV 0191 -0030™ 0002 0002 0242 1

CROWT 0008 0372 0033 0019 0095 0030 1

ROA 0193  -0414™ 0011 0047 0148™  -0.414™ 0207 1

FXED- 0108 0.056™ 0168 00257 0080 0063 0062 0109 1

cPs 0062 0070 0014 0072  0110% 0097 -0001  0046™ 0193 1

AGE  0074™ 002" 0189 -0036™ 0149 0263 -0003  -0.113"™ -0.063" -0.153"" 1

SHARE. 0472 0002 0253 0006 0260 0000 01057 0114 0054 00217 0127 1

SHARE- 0001 0087 0214 0033 0006 01047 0027 00757 0025 0112 0318 03757 1

BOD 0113 007977 02277 00427 02697 00797 0019 00267 01517 00757 -0.034™ 003077  0059™ 1

TO-RA 0042 0013 0076 0003 0053 0007 0019 0007 0071 0020 0004 00l 0004 0201 1

MKT 00467  -0077 -0.123" -0001  0.104" 0109 -0.022" 0135™ 0202 -0.045™ 0000 0006 0044  -0055™ 0034 1

/‘f ***‘ **\ *ﬁ\%”%@% 1%‘

5%- 10%M 2 PRI OB,

1471 3£ 26 7T



) X #XAAE
7 SwawerauoTONGUNVERITY dp RS BUABKR S AR E—— BT E L AR SERS

A v & AN B A (R A St 45 SF R AE R 4-2 v, WHPTATBLBE H: (1) Q 5 SG&A EIF
%, HAE 1%/K°F EE3E, XA — @R _LIIE TR 1a; (2)Q 5 STATE.SG&A 5 STATE
5 1%/KF EREE Gk, B STATE 5 SG&A Al Q MIZEENAH e, IXMLF-E M TR 2a B
SLHIATREME: (3) Q 5 PC. SG&A 5 PC 73E 1%A11 5% /KT | & & # iM%, B PC 5 SG&A
A1 Q WA BN AR, 1X—45 B WIFASCHFEE 3; (4)Q 5 LNSIZE. LEV. FIXED_RATIO.
CPS. SHARE_1. BOARD_NUM 2EZEfH5<; Q 5 ROA. AGE. IND_RATIO. MKT £
W IEFC . (HRARE RIAH S B — e MR IR, 75 BEEEH A ErE T,
AREXTIEA =S . BURBR R A RMEZ [ 8 REATIEE— P 8. Mesh, didx %A
RN VIFAETTERTE, VIF@/NT 5, AR [A AL ™ B (1) A8 5 2 r L 28 in) #l

4.2.2 [81 95 Mt
(1) AR H S AFNME

FHE (D WEIESERIIRIER 4-3 9, WHaTLUEH, EdEf] 7 HAAR S 2 B, X
ERFEASKIL, SG&A FIMIREFNIE, FFHAE 1%/KF FEZE, XU T Hik la, BIFEAER”
WX H S AFMMEZ BAAEIER X R, JEAE M Sme A NE. X, REF
FRAFILERRYE 2 2 B A F P2 A IE . 7 IR RIREM, (E SR Ekid, JEA =13
XAFMNE (FE5E QB A IEMIMEMm, B FH AN A TN E M IE RS E K, FEJEA
PESZ T A BME RS S8 T E S AL, X S50 R, RN TR S R
PR FA M S 3 T Ak B FES, AR TN R, (SR A S s (S
FISEED WLk TR, MER B, AR P S sh 8 Ak i A S .

AR, AT (LNSIZE). k4K (GROWTH). 25— KB AR R LL 41
(SHARE_1). &% T KRR ] (SHARE_2TO5) RiftI &2¥ N, HHTE 1% L&
F, XU T AFRAEOC, BRI KR S R REEOR, A RN EERAS; i AR
At/ (ROA) FIMIRECNIE, HEZHMHRS, XRPMIEFIRE MG, EHIBGC.
#HHEFESEEE, AN, P45 5 Fama and French(1992), #f% (2007), ik
SIE. BRI (2008), HEALFE. kSR (2005) SN R FLEE R —E

F4-3 B (D WEHRER

B s FEEQ
CoNSTANT 18554
sen L
LNSIZE fiiiszg)***
DR
GROWTH fl‘i_?gg***
o
FIXED_RATIO (()6(.)2232
CPS i(_)z'_lf%g’**
poe

15 26 |



T SHANGHA IR TON USRS et PR AR S AR E—— BT ELE B AR SIER R

43 4-3

B3 FEEQ

-0.0047***
SHARE_1 (6.06)

-0.0042***
SHARE_2TO5 (-5.55)

0.0165***
BOARD_NUM (3.17)

0.6347**
IND_RATIO (2.24)

-0.0183**
MKT (-2.65)
R-square 0.4158
Fixed Effect YEAR&INDUSTRY
N 9606

e wox, wx 0 R IROR 1% 5%, 10060 2 2 PE K

F 44 FHRT AR (2) WRIFZER. W5 (D, (2) FrLES], Lt EmAdE
AP (SG&A) XA, [EA & EHIME (STATE) Hi REUN B & /KPR S .
R Aioll i B e il AN R B A RN E . 12—, fE7 RN STATE*SG&A
X=X )5, % (3) E/n, STATE*SG&A Z il &2 ¥ N-1.0641, HAE 1%/KF F &
¥, SG&A Wi #E W FE NIE, XIRIFE T 2a, BRI E A e 242 it S B AR AR A= = 1
SCHRTA FIME R IETRE A, AEAR = 1 S 6 B Al 2 S ANME I IE ) 520 55 T Ho6 OB A
WA FMER IERF; #52, REMSAIEEF AT ER TR E K. X —45
Wi, SEAMAAHL, RESAFREEE = aE s A R R, B2 s
IR 25 .

T RO AN 4 R 10 5 R T e A A Aol i o B v ) e AR R 2K, Xt S EAA
() e Azt B EAHSR . EAEE S ATE &, EA TSI &K E A
A Mb S it D) S AT R W B R B A IE AL G B TR, 1K RE B AR AU R R
il 7 HE ST Rl — ) [ A S B AR L) . X IR N R T E A m A ET IR B, R At
fIILE B 5 28 B R A R BRBh R S AT ) 432 o5 Aol Frl el 4 D B 22 4R 7 [ A 98 7 B SR T sk
FHIERTE B (EAME, fE70. TR, 2005). t4h, @THEZ2MTHTE S, EAA
b e 7B B 1) T R R HR T B oR UL 5 R A ok RELE T AT BRERS (s
¥, 2002),

HA AR E RS RS FSCHZL, BE: ARDIEEOC, B NG RE . R4
R . FTEM X T bt B, ARG k&R s . A F] T )
K. HEEMBHEOC, MhEE HEFS AR, AR MMEBRKR.

£ 4-4 FR (2) RIAREKE

. FE5 Q
(1) 2 3)
8.9066%* 7.8036% 7.8512%%
CONSTANT 16,94 (18.42) (19.37)
1.8571*** 2.2344%***
SGEA (5.57) (5.98)
10,0395 10,0302 0.0780%*
STATE (-0.89) (-0.74) (2.46)
-1.0641***
*
STATE*SG&A (-3.52)
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4:3% 4-4
F£%Q
/EE
- (1) B @3)
-0.3748%% 0,326 -0.3332%%*
LNSIZE (-13.57) (-14.68) (-15.20)
-0.1527 -0.1017 -0.1148
LEV (-1.78) (-1.23) (-1.47)
-0.0398* L0.1758%** 01717+
GROWTH (-2.00) (-11.46) (-12.32)
3.5541 % 4.0996%** 4.1034%*
ROA (16.78) (17.49) (17.90)
-0.0056 0.0356 0.0371
FIXED_RATIO 5 03) (0.25) (0.25)
cps -0.0493 -0.1621%* -0.1622%+
(-0.89) (-2.38) (-2.45)
0.0198* 0.0156 0.0154%*
AGE (1.99) (1.79) (1.75)
-0.0045%%* -0.0045%%* -0.0045%**
SHARE_1 (-4.98) (-5.51) (-5.51)
-0.0032%%* -0.0043%%* -0.0043%**
SHARE_2TOS 5 77y (-6.00) (-6.17)
0.0199%** 0.0176% 0.0178%**
BOARD_NUM 5 56 (3.36) (3.36)
0.7162%* 0.6257%* 0.6039%*
IND_RATIO 5 37 2.31) (2.26)
20.0213%* -0.0189%* ~0.0192%%*
MKT (-2.75) (-2.89) (-3.09)
R-square 0.3955 0.4159 0.4181
Fixed Effect ~ YEAR&INDUSTRY YEAR&INDUSTRY YEAR&INDUSTRY
N 9606 9606 9606
T: e, w1 1%, 5%. 100%H0 L& KT

(2) ARAEFAMESCH . BURBRR S A FEME

JitE (3) MENALE RN 4-5 fis. MBI (D, (). (3) TR LLEH, TRETE (3
RS IMAARAFMESCH (SG&A) BAREHA R 5 HAZ X (PC*SG&A), BRIk A (PC)
XA FMERI R ERAN R . I (3D (4). (B) HATLAE ], HIR PC*SG&A Hif RECH
1E, HIRR AR R A A ERE B IREAR Y, PC*SG&A Hi i R B2 & 1%

KPR, FrDOIFASRESR IR B 3a Biffiise 3b, RPBUAELRIFA

RERCMARAE P SO 5 28

APHEZ B R R . HANARE T I, [BIHERS ESCHSEL, AEIBER

K45 iR (3) HHRPER

FEE Q
AR EARFEAR A k. B Bk
(1) (2) (3) (4) (5)
8.9783%** 7.8568%** 7.8618%** 6.2202%%* 12.2081%%*
CONSTANT 1757 (19.06) (18.95) (13.89) (21.97)
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83K 45
FEEQ

A ES(UNEFN E A k. B Bk
D 2 @ @ (5)

*kk *k*k ** **k*x
SCan 18610 18133 12262 14488
(5.63) (5.17) (2.82) (3.90)

o 10,0012 0.0012 20.0107 0.0012 20,0661
(:0.04) (0.05) (-0.34) (0.02) (-1.69)

N 0.1193 0.3330 0.3009
PCESG&A (0.53) (1.08) (1.64)
NSIzE 0.3785%%  0.3324%%  L03305%%  02341%K* 0 5AQ3RAx

(-13.53) (-14.52) (-14.51) (-8.32) (-14.14)
ey 20.1463 10,0967 20,0965 20.3389%% 01698
(-1.64) (-1.11) (-1.10) (-353) (1.13)
20.0380* 0A7ABFE 0ATE2MR L0.1185%%%  -0.1340%%
GROWTH (-2.03) (-10.94) (-10.83) (-4.25) (-9.28)
. 35628%4%  41060%*  A1066%**  4.2188%%% 343854+
(17.18) (18.12) (18.13) (12.39) (10.75)
20.0154 0.0282 0.0274 20.0942 20.0128
FIXED_RATIO 4 09) (0.20) (0.19) (-0.94) (-0.06)
ops 20,0478 0.4615%*  -0.4502%%  -0.2049%**  -0.0767
(:0.82) (-2.28) (-2.27) (-3.55) (-0.94)
AGE 0.0190* 0.0150 0.0150 0.0030 0.0200%*
(1.86) (1.69) (1.69) (0.48) (2.38)
_ o - KAk _ o _ *kk _ o
SHARE 1 0.0048 0.0047 0.0047 0.0032 0.0087
. (-5.27) (-5.98) (-5.98) (-3.14) (-6.43)
0.0031%%%  -0.0042%%%  -0.0042%%%  -0.0022%%  -0.0082%**
SHARE 2T05 4 7a) (-5.51) (-5.44) (-2.25) (-5.16)
0.0184%**  00165%**  00165*** 00133 0.0110
BOARD_NUM 5 14 (3.19) (3.18) (2.25) (0.74)
0.7282%%  0.6347%* 06323  0.0815 0.8808
IND_RATIO 5 59) (2.24) (2.26) (0.55) (1.41)
T 002054 -00183**  -00182**  -00213**  -0.0052
(-2.53) (-2.65) (-2.60) (-2.88) (-0.95)
R-square 0.3953 0.4158 0.4158 0.4332 0.4170
e edeffee | YEAR YEAR YEAR YEAR YEAR
&INDUSTRY &INDUSTRY &INDUSTRY &INDUSTRY &INDUSTRY
N 9606 9606 9606 5559 4047

/35 s ***\ **

L O RIRR 1%, 5%, 10%[F) i 3 MK

B0, ASCERBIBUT T 2 R MBGA TR R A 7 IR . EBUN T R AR A
X, HFEUFR TG R, 2 i AT R, Al IR IR I A RE 52 R
STALEER, HEGRB R RIENEADIFAEE, MM, EEUF T IR, BT BUFH
AR PRI B IECR BEILENSRE R C R, fE L SRR B, il
LR AN AR T T2, ASCHESR B BUF T BUKF 2R A L, 3 — P R BOR B
FERARA S M S AR HME R R, JF BEBUR T FACE AR RHX, X — 320
AFE . MEUFTH (GOV) TR, AXSHEY. F/NENRENZEI (hETiE
P—— B TS ERE 2011 4D h “WDBUTTI0” $RbrrIEdE, 16 hn s,
RRIZI X BURN T FURCT B, 35 A et X “ 98D BUFT30 $ b5 1B s X AZ 48 HR
PALEL, BUFT (GOV) BUEN 0, ez, BUEN 1.
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SRR T TREAS FHL X M AEAR AT [RE, 4550 (R 4-6) KB, TEBURT KR
fRHIHEX (GOV=0), PC*SG&A Z il REWE AN iy EBUN T HUKFE = X (GOV=1),
PC*SG&A Z HI RFUNIE, HE 1%/KF FEE; XU, EEFTFIESHX, BURER
A 25 s A AR = M S e A SR E I IE R s AR BUR T IER LI, BUREC R HE
AP S S A FANME Z [HIE R 98 RS A K RIYEBUN TS B m X, ik 3a 153
WE. [FIEF, X} PC*SG&A R TH REM KK IR, TEBUR T FUE 5 sy X A Ml A A
PC*SG&A il R R & K T7EBUR T T B AR X L FEA PC*SG&A I REL. X IR I
Fe AR T 4a, RUAHEL TBUF TIERARAHX, EBUF TR X, Al Eua Bk
FXTHEAE PR SO 5 A A E 2 (8] I Ve F O HESh ROv B8 R 38 . B smE . DL bEg5ieRE, 18
B TP S m i, e BA B REB R R RIE T HEBEIER, EfEBUF 54
v [BVEEST T — FEMFGE, AEA5 Al i B 4 (R EURF 0 T T AT VA @ S, AN Al sE A1
T BN S AR AR P VE B R R CE K U A s PRk, Al BRI FR A N s A A P S
AFERIE R . TAEBUF T TR, BTSSR T 1 3 k347 0 i,
F AR iZ X, BUABE R IFASBERT AR P VG B A B3 iR .

£ 4-6 FFE (3) BHREE
FLEQ

AR BT B BIX PEA BURF T U (R A
*kk **k*%
constant 51722 o
. -
s )
N 20.0842%* 0.0319
(-2.61) (0.73)
PC*SG&A ?f?;’)g*** ffg:)o
e £ sy
LEV aﬁf &ﬁf
N ***% = e
GROWTH (?4_1725)1 ((-)é.128:)8
on 20 o5
FIXED_RATIO (0009?53 ?6?5?)2
Sy (1o
*
poe 00 a8
e O3 o
stare_zr0s 000%° oy
BOARD_NUM &Sﬁfmw zﬁg?
IND_RATIO gi%y* &iﬂf*
e oo 250

19 26 |



BY-FEVS

s/ SHANGHAI JIAO TONG UNIVERSITY

FEEAMTH BURBASRRME—ETHE LB RARNSEIEHRR

B3k 4-6
5 % Q
BURFIUE S XREAR U TR X AR A
R-square 0.4168 0.4241
Fixed Effect YEAR&INDUSTRY YEAR&INDUSTRY
N 6834 2772

o *xx, *x 0 * 5 TR0R 1% 5% 10%[H) 2 2 1K

PRt —2, XA T BUN TR mH X Ak, 5INEA S 2 i AR s i) 8 BRIk
RBE 5, [ASERUER 4-7 o, WEA MR, PC*SG&A i REURF MK A, X
ROE ki, PC*SG&A |l R B E VIE. K], EBUNTHRE R X, RE
IR I R 2 25 s AR A = PR SO A mAMEL R E FI R . (HX PC*SG&A HI R AU+ TJ7
Kl 1% R BUE E A LA RS b2 (8 22 57 R AN R, Bt MBS 5a A48 1 04
iE, RYEBUN TR R, AT EA A, RE MBI R A = S
AFPHEZ B IE R SR PHESNE B . L ESSeRY]: EBUF TR X, S5HE
AL, REMSIRBERICRRERIEERZIEM, BNRE SR SEOF T
FEGF A IRAE AT B Al AR BOIR B AR A B S 25 AR A P R s 3 Dy 2 m (i A ok
FUIE A e, XWAE— @R LR 1 RE ki o il A KRR i B2 R
FAL RS KA BRI AR B mEA R THE SR TEE, FERERA R
B R A, FrelBOR R OR I H AL .

WA, ARSO6 AbTF BURF TR SR X (R A FE A REAT T 7R (3D MIEIH, 3% 4-8 45
BB, EAMMERE VA PC*SGRA I I REUEE MM A R .. X UBFEBUNTHE
BURHIHLX,  Toieoxs A Al ) RS VR UL, BUR B R AR & R AR A 7= 1 S H
HRRMMEZ AR AR .

R AT ATEBRNTFHREBRRMXAEWGRE (3) BIHREE

258 FEE Q
ESESETSN|Z =N RE M AEA
6.5206%** 12.0251%%*
CONSTANT 5 70) (13.31)
0.4067 0.3481*
SG&A (1.00) (2.14)
o 0.0091 20.2355%%*
(0.23) (-7.92)
0.8622 1.2103***
*
PCSGEA — (131) (4.50)
20.2509%%* L0.5718%%*
LNSIZE 549 (-11.16)
20.3962%%* 0.0876
LEV (-3.17) (0.66)
20.0847%* 20.0800%%*
GROWTH 5 67) (-3.15)
32547 0.4333
ROA (8.74) (0.84)
10.2313 0.1850
FIXED_RATIO  * 070
10.2303%* 0.0441
p
CPS (-2.40) (0.50)
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B3k 4-7
e f£%Q
[ A A A RE WA
0.0061 0.03270**
AGE (0.45) (2.32)
-0.0017 -0.0019
SHAREL  1.07) (-0.53)
-0.0009 -0.0072
SHARE_2T05 /o) (-1.50)
0.0327** 0.0526***
BOARD_NUM "5 (3.85)
0.3535 1.0936***
IND_RATIO o7y (5.20)
-0.0540* -0.0110
MKT (-2.16) (-0.67)
R-square 0.4276 0.4827
Fixed Effect YEAR&INDUSTRY  YEAR&INDUSTRY
N 1664 1108

e *x xRN 1%, 5%, 10%H) 2 3 17K

R 4-8 ATERNTHEBREMXAEWTTRE (3) BIHREE

- o
2R ek BT
6.1987*** 12.1667***
CONSTANT 13 os) (19.34)
1.7326** 2.0793***
SG&A  (255) (5.99)
PC 0.0046 -0.0048
(0.06) (-0.11)
0.0055 0.2921
*
PCESGEA  0.01) (-0.87)
-0.2268*** -0.5364***
LNSIZE — g.16) (-15.26)
-0.2506** 0.3044*
LEV (-2.62) 2.11)
-0.1402** -0.1585***
GROWTH 5 93 (-9.14)
4.7021*** 5.5350***
ROA (10.52) (14.07)
-0.0262 -0.0593
FIXED_RATIO o 0.5
-0.1895* -0.0623
CPS (-2.09) (-0.49)
0.0021 0.0305**
AGE (0.44) (2.63)
-0.0037*** -0.0108***
SHAREL 5349 (-7.83)
-0.0028** -0.0091***
HARE 2T
SHARE 2105 5 71 (-4.80)

F21T1 426



) X #XAAE
7 SwawerauoTONGUNVERITY dp RS BUABKR S AR E—— BT E L AR SERS

Bk 4-8
258 £EQ
A AR RE AR
0.0060 -0.0064
BOARD_NUM (0.83) (-0.34)
-0.0677 0.7312
IND_RATIO (-0.24) (0.94)
MKT -0.0299** -0.0138
(-2.62) (-0.84)
R-square 0.4417 0.4240
Fixed Effect YEAR&INDUSTRY  YEAR&INDUSTRY
N 3895 2939

e *x L wx *RIROR 1%, 5%, 10%HH) @ 3 17K

4.3 TREMD

N TR A SR AR, A SCH R H HAR IV 5548 R BHE R Q ([EfTE AR MME.
W2 CRER T AR D TR CREIRTIT A d I A i 2 ) AR Q (AR A
AFE S EE BT R, SRR, Rk 1a, (R& 2a. RiX 4a R E RO HAE
BURFT PR S LI, BURERRBEMEIEA =M 5 iR 2 W ERfEAH (R
3a EBUMN T TK 145w L X B o AR Sa 3% A 15 2 46HIE .

Ak, AT AEhDE (2012) A1 Andersonal (2006) FOREAL, FTHRE (4) 1)
Bk e kA AR PP

SG&A;+ = Bo + B1Depre; + prAversalary;, + f3Sale; + fySale;, = Saledec;, +
yControl + Y, Industry + Y, Year + ¢; /1) (4)

Horr, SG&A A HE J5 & FE 2% Fl  Depre Al [ % Bt 47 IR/ EENVAON : Aversalary
NI T P83 Sale il 4 BAE LY ;s Saledec MR &, 5 Ak 4 HE I IRE T
HPE NN , Saledec B 0, 75U, Saledec HX 1; b4k, i FEH A5 N T HoA 42 1 45 &: Control,
ATV AR R f s AL B 4 OTHE (4) B ZEAE AR S B BA S5 R, Bk 1a.
ik 2a. fBix 3a. 1B da B ERNOL; HAEBUN TR ERHX, RE MV FBEE R
RE AR AL P S S AMEAME Z R IR RIVE R, TR AN SOSAE A A AN B2, i
W 5a #7315 2 56IE .

PAESE SRR, A 55 fabnfEudE 5 Q BB TR bnok i & 24 w) 1 s F] At A A
KA SEARAE P 1t SIS, AT T ZERIE TS5 R AT IR BAL, X Ui WA ST 78 45 2R BAT e fi ik

44 KB

AT T SAERTTL, RSO E Y, BRI AR KR R g AR
PR 2 Jee PRI A G SRS T AR A P RSO . BURBR R M A A ANME TR 9 &

IMTEERERY], R la. Bk 2a. BB 4a fFEIESE, [RIN{Ex ba thili 3 2ESE, (H
B 3a R AEBUR T FHURE 55 i PO 3 [X o

(D LSRN A OHERA RERIE R, BIEEA P RS 28 A = i

(2) AV A e I 2 FEARARZE P M S A FI B R IE R, BIARAE P S
b 0 B Al 28 W) AL AR I 1 S o [ A il 24 ) AP I ) 2 BE K

(3) FEBUFTHUK TR X, LT3R BURBCR 4k, ABEaE R O
ol BB AL AR P PR SRS 2 RIMEL I R R HESI AR HTEE K

BeAh, AFWPEAT 7A@ A, SRR, RIS AR 5 4R bR ok A A F A (i
HAl I3 R AR A S, AR S R B LR R BT
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TACTEE WIS EE 4b, JEA S R AT Aakrh, i T2 s R o E
KeUt, XIS H IE R IR MR E EWER, (HE A A3 5t A = 3 I FE s iR,
AT R R G Uit AR P S S A RIAMEZ (RIS R o A SCHE [R5 T /if A SC
BRIGEEAL b, SCIEREFL T AEA P S ARMMEMI KRR, HEIN T BUA B RIX A8 SRR
FEH AR AR P S R A R % AR A

ASCLL 2005—2011 “EF ERFITH AL B EARUNIFFFEAR, AR T CSMAR %4
JE KA P EE R R, 8 2 e A AR R AR BT T AT, R LIRSS R

(D) AP AT A B 2 18] 2 B E R 5% &R, BIEAE P52 ] DL B N 2
FME

(2) ANV A e 2 i 1k 2 B AR A P2 S A R E I IE R e &, R T EA
A, BB AL ARA = S H RN A BB AR B K IE R

(3) RN ERFEASKUL, BUARTE R FEAGE D 2 5om JE A4 7= 1t 57 H 5 2 B AME 2 [A] (1) 5%
R ABFEEHIBUT TR — R 2 G R, EBUF TR E X, B RS
B8 A P S O A FIAME R IE RIS, BP AR = 1 S A BUA R Al 2 J A L IE
A 5 i T TR B &R Ak FIAME A I [ A

(&) MLFBURFT BRI, FEBUR TR B R X, b BEA B R X3R4
PR S S A RIANME 2 TR DE 1R VR F A Sl 8n B S 25 . SRR A

(5) BN T HUE R SR, ML TEG M, RE M BEEE R FEA = S H
55N FIEL 2 180 1E R4 FH FR 4 sh RN 3 2 3%

PAERFR ST DL, R SR A AL U 2% 23 20 Bt A S E 7 AR 1E . 7007 [ )
AR, HFH AT A FANE R IE R K, ZEAEA P S X A AR R R
7 EFHAL, BTLL, MUEAR BSRUE, AR SCH T A RANEA IR R s s AR E T
A, RS AL ) TR A R T, B O R T RS N TEBUR
TR X, BURBCR NI T SEBUFATA@E i i R AP, i, HEUA
BRAM Y R ABOAEE R RE M) ARE =i sha ok 7w S8R, J-4E
PR S X A FAME R R R R . Rk, FEBUR T IR R R X, Ak a] Dos
RS EUAR T R ORI INAE A FE M SO I AR, XA A RVR BRI TR L

BIRASCOHTURIL, ARE VS 2RI A RINE, (BRSO RIRTX AN SR T A 1
JEPR, ARAEFAE SO R N A R AHOR 1 AR ALLFAL? R AR B BUR S, X Al SE A A
RIBCRHIEE, I EARABURE HKT? X e @l m] U A SCRISE i Sk, 1E4 )5 et
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NON-PRODUCTIVE EXPENDITURE, POLITICAL
CONNECTION AND CORPORATE VALUE
AN EMPIRICAL STUDY OF CHINA’S LISTED COMPANY

1. Introduction and Research Background

Non-productive expenditure refers to the expense used for non-productive activities which
cannot produce products or services directly. Non-productive activity is common in almost every
enterprise, to be specific, it mainly refers to the activity where enterprise costs recourses, energies
and time to communicate with government, where company shoulders more expenses to satisfy
government officials’ individual needs and where senior executives rob enterprise’s recourses for
their own benefits. In China where economic transition is going on, the non-productive expenditure
and activity play a more and more important role.

Generally, there are two kinds of non-productive expenditure: rent-seeking cost and senior
executives’ on-the-job consumption. The former refers to the external cost brought by public
governance and the latter reflects the inner cost occurred during the company governance.

Rent-seeking cost is the result of rent-seeking activity which happens when the enterprise tries
to get benefit from governmental budget, system and regulation. Although from the social perspective,
such activities lead to recourses waste, to those enterprises which are successful in the rent-seeking,
such activities can benefit them a lot.

Senior executives’ on-the-job consumption refers to senior managers’ invisible income besides
compensation. In the academic world, there are two perspectives understanding the concept. The
“agency view”, the most popular perspective, believes that on-the-job consumption is part of agent
cost which has a negative impact on the company, while the “efficiency view” thinks that the benefit
got from the senior-executives’ on-the-job consumption can be higher than the cost.

One important form of rent-seeking cost is business entertainment expense. In 2012 alone, 2469
China’s listed companies spent about 13.8 trillion yuan on business entertainment, and the
phenomenon is more common among state-owned companies. The expenditure is spent on PR
activities, government-enterprise relationship investment and so on. Top managers’ on-the-job
consumption is also very huge in China. Cai, Feng and Xu(2005) studied 3470 Chinese companies
and found that Entertainment and Travel Costs (ETC) are up to 20% of total salaries 2.6% of total
sales and 4% of total profits, a proportion of the costs are also used for senior executives’ individual
consumption.

Then we would think about how much benefit such huge expenditures can bring to the
enterprises and how the non-productive expenditure can influence corporate value. So the study of
relationship between non-productive expenditure and corporate value is of great significance.

Meanwhile, it is noticed that the agent problem of state-owned company is different from that
of private company, so the state-owned property is considered during the study of relationship
between non-productive expenditure and corporate value.

Political connection refers to companies’ underlying political relationship with individuals who
have political rights. Many studies show that political connection can play an important role in
enterprises’ rent-seeking activities and senior executives’ corporate governing efficiency. As a result,
it’s meaningful to input political connection into the study of the relationship between non-productive
expenditure and corporate value.

In addition, literatures show that the government intervenes and state-owned property would
influence the political connection’s impact on company, so these two factors are also considered in
the study of the political connection’s effect on the relationship between non-productive expenditure
and corporate value.

In summary, this paper studies: (1) the relationship between non-productive expenditure and
corporate value; (2) the difference of the relationship between state-owned companies and private
companies; (3) political connection’s influence on the relationship in different corporate
environments and different companies.
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The contribution of the paper is: (1) the first systematic study of the relationship between non-
productive expenditure and corporate value; (2) provide corporate governance solution by inputting
political connection into the study.

2. Hypotheses and Regression Models

Following the literature, five competitive pairs of hypotheses are made.

H1a: Non-productive expenditure has a positive correlation with corporate value; i.e. non-
productive expenditure will increase corporate value.

H1b: Non-productive expenditure has a negative correlation with corporate value; i.e. non-
productive expenditure will decrease corporate value.

H2a: The state-owned property can enforce the non-productive expenditure’s positive effect on
corporate value; i.e. compared with the state-owned enterprise, the private enterprise’s non-
productive expenditure can increase corporate value in a larger degree.

H2b: The state-owned property can relief the non-productive expenditure’s negative effect on
corporate value; i.e. compared with the private enterprise, the state-owned enterprise’s non-
productive expenditure can decrease corporate value in a larger degree.

H3a: Political connection can enforce the non-productive expenditure’s positive influence on
corporate value; i.e. the political-connected enterprise’s non-productive expenditure is more
efficient to promote corporate value.

H3b: Political connection can relief the non-productive expenditure’s negative influence on
corporate value; i.e. the political-connected enterprise’s non-productive expenditure is more
deficient to reduce corporate value.

H4a: Compared with area where government intervenes are not severe, in area where
government intervenes are severe, political connection can have a more significant and huge
influence to promote the positive relationship between non-productive expenditure and corporate
value.

H4b: Compared with area where government intervenes are not severe, in area where
government intervenes are severe, political connection can have a more significant and huge
influence to relief the positive relationship between non-productive expenditure and corporate
value.

H5a: In area where government intervenes are severe, compared with state-owned enterprise,
private enterprise’s political connection can have a more significant and huge influence to promote
the positive relationship between non-productive expenditure and corporate value.

H5b: In area where government intervenes are severe, compared with state-owned enterprise,
private enterprise’s political connection can have a more significant and huge influence to relief the
negative relationship between non-productive expenditure and corporate value.

This paper refers to various literatures to measure the significant variables and to set
regression models. For corporate value, we use Tobin’s Q= (Equity Market Value + Liability
Market Value)/Total Asset; for non-productive expenditure, the formula is SG&A= (Administration
Expense-Amortization of Intangible Asset -Executive Compensation-Provision or Recovery for
Bad Debt and Inventories)/Last Revenue; for political connection, if the company’s chairman or
general manager is or was the government official, army official, NPC member or CPPC member,
enterprise’s political connection (PC)=1, else, political connection (PC)=0.

Then three leaner multivariate formulas are made to verify the hypotheses above respectively.

Qit = Bo + P1SG&A;+ + [,LNSIZE; s + B3LEV; ¢ + B,GROWTH;; + fsROA; ; +
BeFIXED_RATIO; + B,CPS;; + BsAGE; ; + BoSHARE 1 +pB1oSHARE_2T05;, +
B11BOARD_NUM;, + B12,IND_RATIO;; + B1sMKT;, + Y. YEAR;, + Y. IND; + &;, 1)

If B, > 0, then H1la is verified; if 8; < 0, then H1b is verified.

Qi¢ = Po + P1SG&A; + B,STATE;  + B3STATE;, * SG&A; + + BoLNSIZE;  + BsLEV;, +
BeGROWTH,, + B;ROA; ; + BgFIXED_RATIO; + BoCPS; + B10AGE;; +
B11SHARE _1; .+, SHARE 2T05;, + B;3BOARD_NUM; + f1,IND_RATIO;, + B1sMKT;, +
LYEAR;; + X IND; + &; ¢ 2

If B, >0 and S5 < 0, H2ais verified; if §; <0 and B5; < 0, H2b is verified.

Qi = Bo + P1SG&A; + B PCip + B3PCiy x SG&A; ¢ + BoLNSIZE; ¢ + BsLEV;, +
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BeGROWTH, ; + B;ROA; ; + BgFIXED_RATIO; + BoCPS; + B10AGE;; +
P11SHARE _1; ¢+ P1,SHARE 2T05;+ + f13BOARD_NUM; ; + B14IND_RATIO;, + f1sMKT;  +
Z YEARi,t + Z INDi't + Si,t (3)

If g, > 0and B; > 0, then H3a is verified; if §; <0 and B3 > 0, H3b is verified. If for
enterprises in severe-government-intervene areas, f; > 0, B; >0 and B; of such sample is
higher and more significant than that of enterprises in areas where government intervenes are weak,
H4a is verified; If for enterprises in severe-government-intervene areas, 5; <0, B3 >0 and S5
of such sample is higher and more significant than that of enterprises in areas where government
intervenes are weak, H4b is verified. In areas where government intervenes are severe, if for private
enterprises, §; > 0, B3 >0 and pB; of the sample is higher and more significant than that of
state-owned enterprises, H5a is verified; if for private enterprises, §; <0, B3 >0 and 5 of the
sample is higher and more significant than that of state-owned enterprises, H5b is verified.

In these formulas, Q refers to Tobin’s Q; SG&A refers to non-productive expenditure; STATE
is a dummy variable, if the company is state-owned, STATE=1, otherwise, STATE=0; PC refers to
political connection; LNSIVE refers to natural logarithm of company’s total asset; LEV refers to
financial leverage (total liability/total asset); GROWTH represents the company’s sales growth;
FIXED_RATIO shows the fixed asset ratio of the total asset, CPS refers to the capital expense ratio
of sales; AGE represents company’s listed age; SHARE 1 and SHARE 2TOS refers to the share
percent held by the first stockholder and the second to the fifth stockholders respectively;
BOARD_NUM is the number of the board; IND_RATION represents the independent shareholders
ratio of the whole board; MKT refers to the local market index; YEAR and IND are dummy
variables.

3. Empirical Study and Conclusions

The study is based on 9606 China’s companies listed in Shanghai and Shenzhen Stock
Exchanges from year 2005 to year 2011, the financial data is mainly from CSMAR data base and
related books.

The regression results show that H1a is verified, in other words, non-productive expenditure
has a positive influence on the corporate value, which means that companies’ non-productive
expenditures can increase corporate values. H2a is also verified, i.e. compared with state-owned
enterprises’, private enterprises’ non-productive expenditures are more efficient to increase the
corporate values. This paper also finds that although the political connections cannot affect the
relationship between non-productive expenditure and corporate value in whole, in areas where
government interventions are severe, enterprises’, especially private enterprises’, political
connections can significantly enlarge the non-productive expenditures’ positive influence on
corporate value. In another word, in severe government-intervened areas, H3a is verified, H4a and
part of H5a are also verified; i.e. political-connected enterprises’, particularly private enterprises’,
non-productive expenditures are more efficient to promote the corporate values.

In addition, robustness tests show that even different financial indexes are used to represent
corporate value and non-productive expenditure is measured in a different model, the results
wouldn’t change.

The results imply that although as an expense, non-productive expenditure will decrease the
company’s current profit and performance, it can increase corporate value which represents the
enterprise’s long-term performance and growth. Besides, given the special property of the state-
owned companies, the non-productive is less efficient to promote corporate value in those
companies. The last implication is that in areas where government intervention is severe,
company’s political connection builds a channel between the government and enterprise, which can
make the company’s, particularly the private company’s rent-seeking activities more efficient. And
as a result, non-productive expenditure can increase corporate value in a larger degree. All of these
findings above can bring new ideas in company governance.
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