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Industry competition, marketization and corporate
diversification strategy

—Evidence from small and medium public enterprises

XUE You-zhi, LIU Su

(Business School of Nankai University,Corporate Governance Research Center of Nankai University
Tianjin, 300071, China)

Abstract: While through the internal governance lens to explore the relationship between corporate
governance and diversification has attracted most scholars, this paper investigated the casual
relationships between industry competition, marketization including government intervention, legal
protection of investors and the diversified development among small and medium enterprises in the
transitional economy. The hypothesises were tested using a regression modeling approach on a sample
of 174 small and medium public enterprises. Results generally support the notion that maketization
especially for government intervention in resources allocation and the development of credit or financial
market does have a great impact on the diversification of SMEs. However, it was unclear with respect to
the casual relationship between industry competition and diversified development.

Key words: industry competition; marketization; corporate diversification strategy
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