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Does the Party Organization of Private Enterprise Improve Firm Performance?

............................................................ He Xuan & Ma Jun 1

Abstract: The party organization construction of non-public economy is an important
task for the ruling party in the new period. Questions such as how the building of
grassroots party organizations affect the private enterprises and what is the mechanism
still need further investigation. Based on the National Private Business Investigation
database this paper has several findings: The party organization construction of private
enterprises can significantly enhance the firm performance and the mediating
mechanism is that the party organization can guide the private enterprises to invest more
productive activities. However due to fear of dilution of corporate control and loss of
socioemotional wealth the governance and decision-making are interfered by the family
involvement which will weaken the role of party organization. This research shows the
validity and importance of the party construction to private enterprise work which
provides the ruling party with empirical evidence on “why” and “how to” strengthen
party organization construction of non-public economy. Meanwhile it develops
theoretical and practical advice for private enterprise on how to set up a better internal

governance under the combination of socialism and market economy.
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Abstract: The property rights issue such as the compensation after land requisition

usually arises after the nominal property rights being defined. From the perspective of
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