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Abstract
This paper examines the role of aﬃliation with the ruling Communist Party in the operation of private
enterprises in China. Using a nationwide survey of private ﬁrms, we ﬁnd that the Party membership of
private entrepreneurs has a positive eﬀect on the performance of their ﬁrms when human capital and
other relevant variables are controlled. We further ﬁnd that Party membership helps private
entrepreneurs to obtain loans from banks or other state institutions, and aﬀords them more conﬁdence
in the legal system. Finally, we ﬁnd Party membership to be more important to ﬁrm performance in
regions with weaker market institutions and weaker legal protection.
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