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The Entrepreneur’s Political Connections, Choice of
Competitive Strategy and Enterprise Value: An Empiri-
cal Study Based on the Dynamic Panel Data of Listed
Company

Li Jian', Chen Chuanmingz, SunJunhua’
1.Business School, Nan Jing Normal University; 2.Business School,
Nan Jing University; 3.Institute of Education, Nanjing University
Abstract Many scholars have focused attention on the influence
of the entrepreneur’s political network on the enterprise value, but
few researches on the mechanism between them have been made.
Based on the theory of mutual return of social capital, this article
proposes the path difference of competitive strategy improving the
enterprise’s value during the process of the entrepreneur reporting
back on the different level of political network. In the empirical
analysis, this paper uses dynamic panel data of public companies of
manufacturing industry from 2001 to 2008 to test the hypotheses,
which this paper proposes. The empirical results show that the en-
trepreneur’s political network with central government will influ-
ence the enterprise’s value positively and this conclusion also exist
in the relationship of entrepreneur’s political network with local
government and the enterprise’s value. But further study shows that
the entrepreneur’s political network with different level of govern-
ment will influence the entrepreneur to choose different competi-
tive strategies so as to realize the improvement of the enterprise’s
value. Specifically, the entrepreneur’s political network with central
government improves the enterprise’s value through differentia-
tion strategy and the entrepreneur’s political network with local
government improves the enterprise’s value through cost strategy.
We think the conclusions of different political network improve the
enterprise’s value through different competitive strategy means the
affections of promotion stimulation. The core of present promotion
stimulation of local officials is the growths of GDP, which cause the
target of enterprise development from the local government expec-
tation revolves around the development of local GDP and the target
of enterprise development from the central government expecta-
tion revolves around the innovation of enterprise. The difference
between the expectations from different level of government will
influence the related entrepreneur’s action directly. The conclu-
sion of this paper provides reference for the upgrading of industrial
structure and the reformation of promotion championship mode of
local officials.
Key Words Political Network; Mutual Return; Competitive Strat-
egy; Enterprise Value
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