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Political Connection and Loan Contract Default:
Empirical Evidence from the Chinese Private Enterprise

Ye Fei-teng
(Shanghai Lixin University of Commerce, Shanghai, 201620)

Abstract: Based on the detailed long term loan contract information disclosed by 99 private listed firm,
this paper studys the relationship between political connection and loan contract default. Our findings
show that private firm with political connection are more likely in contract default compared with private
firm without political connection in terms of default possibility, default mount and default period.
Fourthmore, this phenonmenan is more significant in area with lower marketlization and more

government intervention.

Key Words: political connection; loan contract default; institution environment; private enterprise
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