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Local Political Power Transition and Reconstruction of Government—business

Evidence from Local Officials’ Turnover and Executives’ Changes

PAN Yue', NING Bo', XIAO Jin-li?
(1. School of Economics of Xiamen University,  Xiamen 361005, China;

Relations

2. School of Management of Xiamen University, Xiamen 361005, China)

Abstract:  The transfer of local officials usually reshuffles the relationship between government and
enterprises. Choosing the listed SOEs in China during 2006 and 2012 as a study sample, we selected the
reconstruction of government—business relations as the newest angle of view and empirically studied the impact of
local officials’ turnover to SOEs executives’ abnormal changes, and we analyzed this influence in detail from the
dimensions of industries and the last job locations of the new officials. The result showed that the probability of
executives’ changes would increase after local officials’ turnover for those SOEs that were directed controlled by
municipal people’s government. By further testing, we found that this influence only existed in real estate industry
and manufacture industry, and new officials came from another municipality showed lower influence on SOEs
executives’ changes compared to those new officials came from local political system. After a further examination,
we found a decreasing market performance in manufacture firms while an increasing market performance in real
estate firms after executives’ changes caused by political turnover. Our study not only enriched the research on
political uncertainty and corporate governance, but also offered an empirical support to understand how political
power intervene in market operation, and supported an new reference to political decision-makers to understand the
relationship between government and enterprises, and then help they to introduce some relevant laws or regulations.

Key Words: political power transition; reconstruction of government —business relations; local officials’
turnover; executives’ changes
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