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Political achievement demands of local government, “official type” executives
placement and the dynamic adjustment of government-enterprise connection .
based on the moderating effects of inter-provincial M&A

SUN Ziyuan', XU Ruoqi’
(1. School of Management, China University of Mining and Technology, Xuzhou 221116, China;
2. The Finance Department, China University of Mining and Technology, Xuzhou 221116, China)

Abstract; Based on the M&A samples during 2008—2014, this paper empirically studies how the local government intervenes
enterprises’ personnel structure arrangement and dominate the dynamic adjustment of government-enterprise connection, motivated
by economic, political, and social management considerations. Besides, this paper also takes the moderating effects of inter-prov-
ince mergers into consideration. The results show that; (1) It is mainly the economic and political motivations that make the gov-
ernment intervene personnel structure arrangement of enterprises, and enterprises can effectively avoid the government to establish
political connections with its homologous agents through inter-provincial M&A, while the government officials are aimed to ensure
personal political promotion through political connections with insiders of enterprises. (2) The greater the proportion of “official
type” executives, the closer the relationship between government and enterprises. When faced with smaller political promotion pres-
sure , the government will relax the distribution of enterprise income and alienate the direct relationship between government and en-
terprises, and this adjustment is not affected by the inter-provincial M&A. But the government tends to monitor the enterprises
through “official type” executives placement. (3) The “official type” executives are the bridge between the government and the en-
terprises, but this close relationship will damage the management efficiency of enterprises. However, enterprises could escape the
government plunder and the suppression effect of political connection through inter-provincial M&A.

Key words: political achievement demands; “official type” executives; homologous agents; government-enterprise con-

nection; dynamic adjustment; cross-province M&A
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Foreign capital entry, market competition and

the price fluctuation of China’s industrial sectors

MAO Yi
(School of Economics and Management, Xi’An Shiyou University, Xi’an 710065, China)

Abstract: Whether foreign capital entry will inhibit market competition and raise China’s industrial sector prices is now
an important issue of concern and controversy at home and abroad. Using the panel data of China’s 36 industrial sectors from
1999 to 2014, this paper studies the effect of foreign capital entry on the price fluctuation of China’s industrial industry
through the market competition mechanism. The results show that, the effect of foreign capital entry on market competition is
inverted U-shaped and the effect of foreign capital entry on industrial sectors price is U-shaped. In addition, the effect of mar-
ket competition on industrial sectors price is inhibitive on the overall level of industry. After industry separation, the effect of
foreign capital entry on industry price is negative along in 15 industrial sectors and positive in 4 industrial sectors. Further-
more, we use the intermediary effect model to estimate the intermediary effect of market competition on the influence of foreign
investment on the price fluctuation of China’s industrial sectors, and find that if foreign investment increase by 1% , China’s
industrial sectors price will drop by 0.331% by promoting market competition.

Key words: foreign capital entry; market competition; price fluctuation of industrial sectors; transmission mechanism;

intermediary effect model

— 114 —



