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Table 2 Summary description of variables
Panel A:
N
Patent_Total 7 450 0.917 8 1.456 4 0 0 8.934 2
Patent_Invention 7 450 0.564 8 1.093 7 0 0 8.458 9
Promotion 7 450 0.292 9 0.455 1 0 0 1.000 0
SOE 7 450 0.658 3 0.474 3 0 1.000 0 1.000 0
Lnsize 7 450 21.768 9 1.228 6 19.247 9 21.640 6 25.782 1
ROA 7 450 0.0357 0.053 5 -0.168 8 0.0330 0.194 4
TobinQ 7 450 1.663 5 1.4750 0.163 5 1.236 3 9.6519
Age 7 450 2.21717 0.579 8 0.693 1 2.3979 3.0910
FC 7 450 0.485 4 0.499 8 0 0 1.000 0
Topl 7 450 0.3822 0.160 7 0.044 9 0.3629 0.864 9
Outratio 7 450 0.359 1 0.056 0 0.153 8 0.3333 0.555 6
Duality 7 450 0.1450 0.3521 0 0 1.000 O
Leverage 7 450 0.498 4 0.197 8 0.056 5 0.5107 0.909 5
Div 7 450 0.736 0 0.248 0 0.064 2 0.809 6 1.000 0
HHI 7 450 0.077 8 0.090 7 0.018 3 0.050 7 0.794 8
Panel B:
Patent_Total Patent_Invention Promotion
Patent_Total 1
Patent_Invention 0.892 5*** 1
Promotion —-0.072 4% -0.078 7% 1
Panel C:
Promotion =0 Promotion =1 T
Patent_Total 0.9857 0.754 0 6.262 777
Patent_Invention 0.620 1 0.4311 6.811 7
. *kk l %
3.2
(1)
Tobit . Reg2
Reg—4
Tobit
3.
3 @ Reg2  Reg-4  Promotion
Regd  Reg2 -0.0457 -0.0535
Reg3  Reg+4
Regd  Reg3 4.57% 5.35%
@ STATA12 margins Tobit
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Table 3 Effects of politicians” promotion on firm innovation

HHI

Patent_Total, , | Patent_Invention, ,
Reg4 Reg2 Reg3 Reg—4
Promotion -0.243 6 -0.143 4% -0.306 3 -0.199 6***
(0.020) (0.023) (0.020) (0.021)
SOE 0.309 47 0.345 47
(0.029) (0.028)
Lnsize 0.805 27 0.764 8
(0.002) (0.001)
ROA 4.763 67 4,333 77
(0.242) (0.230)
TobinQ 0.074 77 0.088 37
(0.009) (0.009)
Age -0.133 4% -0.116 5***
(0.003) (0.003)
FC -0.120 9*** -0.143 97
(0.026) (0.024)
Topl —0.422 4% —0.544 5%
(0.069) (0.065)
Outratio 0.391 17 0.620 8***
(0.092) (0.087)
Duality 0.424 5% 0.434 0
(0.021) (0.020)
Leverage —-0.289 1% 0.230 47
(0.058) (0.055)
Div 0.052 1 -0.042 5
(0.039) (0.037)
HHI 1.605 87 2.384 4%
(0.161) (0.153)
Constant —-19.392 07 —-32.553 277 —-17.323 97 -32.315 17
(0.025) (0.035) (0.024) (0.033)
Industry and Year Fixed Effect Yes Yes Yes Yes
Observations 5597 5597 5597 5597
Pesudo R2 0.101 8 0.1458 0.1103 0.164
. Pesudo R2  Tobit
( Cluster) N

1% 5% 10%
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(1) Reg2
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2
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(2) Promotion ~ SOE
Bs. 4 Regd
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Panel B . N
B 1%
4
Table 4 Effects of politicians’ promotion on firm innovation: The moderating effect of ownership
Reg- Reg2 Reg3
Panel A: Patent_Total, , |
-0.024 1 0.094 3 -0.347 4
Promotion
(0.046) (0.090) (0.055)
SOk 0.080 57
(0.028)
-0.124 1
Promotion x SOE
(0.028)
Control Variables Yes Yes Yes
Industry and Year Fixed Effect Yes Yes Yes
Observations 5597 1167 2592
Pesudo R2 0.1453 0.128 4 0.161 4
Panel B: Patent_Invention, ,
-0.087 5™ -0.087 5 -0.354 17
Promotion
(0.041) (0.082) (0.047)
0.067 37
SOE
(0.025)
-0.123 0***
Promotion x SOE
(0.025)
Control Variables Yes Yes Yes
Industry and Year Fixed Effect Yes Yes Yes
Observations 5597 1167 2592
Pesudo R2 0.163 1 0.147 4 0.179 6
Reg -1
Reg2  Reg3 . N
. Pesudo R2  Tobit . ( Cluster) RN
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Table 5 Effects of politicians’ promotion on firm innovation: The moderating effect of marketization
Reg+ Reg2
Patent_Invention, , | Patent_Total, ,
-0.208 37 -0.197 7%
Promotion
(0.045) (0.040)
0.266 5 0.433 57
Group_Mktindex
(0.047) (0.042)
. . 0.199 0*** 0.089 7**
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Control Variables Yes Yes
Industry and Year Fixed Effect Yes Yes
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Table 6 Effects of politicians’ promotion on firm innovation: The moderating effect of political connection
Reg4 Reg2
Patent_Invention, , | Patent_Total, , |
—-0.123 0 —-0.114 7%
Promotion
(0.026) (0.040)
0.205 6*** 0.361 6***
PC
(0.026) (0.040)
-0.0529" -0.228 1%
Promotion x PC
(0.031) (0.046)
Control Variables Yes Yes
Industry and Year Fixed Effect Yes Yes
Observations 5635 5635
Pesudo R2 0.146 8 0.165 8
. Pesudo R2  Tobit ( Cluster)
e e E 1% 5% 10%
CSMAR
2008 ~ 2012 “ v
7, Tobit  Logit (5) (6)
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"’ 7 yControls, +u,,, +u, +&,  (6)
2 33
N 113 »
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Table 7 Effects of politicians’ promotion on firm innovation: Based on the results of R&D
R&D
Reg- Reg2
Promotion —-0.208 0 -0.100 4"
(0.077) (0.061)
Control Variables No Yes
Industry and Year Fixed Effect Yes Yes
Observations 3 568 3568
R2_Adj 0.187 2 0.496 1
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Politicians’ promotion pressure and firm innovation

WANG Li' KONG Dong-min' > DAI Yun-hao'

1. School of Economics Huazhong University of Science and Technology Wuhan 430074 China;
2. School of Finance Zhongnan University of Economics and Law Wuhan 430073 China

Abstract: Choosing the A-share listed firms in China during 2000 and 2012 as a study sample the paper
studies empirically local government promotion and its influence on firm innovation. Meanwhile this influence
is analyzed in detail from three dimensions of firm characters: property rights the degree of marketization and
the firms’ political connections. It is found that the incentives created by the impending promotion of local
politicians will reduce the firms’ innovation quantity and quality. The negative effect is stronger if the firm is
local state-owned or if the city” s marketization degree is lower or if the firm has a political connection. After
a further examination it is found that the firm would establish a political relationship by charitable donations
rather than rentseeking consequently to further squeeze out innovation. The results not only enrich the re—
search on the impact of impending political promotion but also offer clear policy implications on deepening the
scientific and technological system reforms and accelerating firms” technological innovation.

Key words: politicians * promotion pressure; firm innovation; property rights; marketization degree;

political connection



