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Improving Business Environment, Peer Tendency

and Technological Innovation
Xu Hao'*, Zhu Zhiyong"*and Li Ke’
(1; College of Economics and Management, Southwest University;2: Economic
Research Center, Southwest University; 3: School of Finance and
Economics, Xi’ an Jiaotong University, Xi’ an 710061, China)

Abstract: It is important to clarify the relationship among business environment, governments’
peer behavior and technological innovation for China’ s high—quality economic development. This
paper analyzes the endogenous mechanism of local governments’ peer tendency and its promotion
for technological innovation. We also analyze the moderating effect of business environment
improvement and carry out an empirical test with the data of 185 cities from 2008 to 2017 in
China. The results show that: Significant peer tendency exists in local governments’ innovation
behavior. The tendency is strongest under the “administrative adjacency” and decreases with the
geographical radius under the “geographical adjacency”. The peer tendency of local governments’
innovation has a significant impact on technological innovation. The improvement of business
environment can effectively restrain local governments’ “economic man” behavior and its negative
effect on the allocation efficiency of financial innovation investment. Consequently, this paper
believes that the business environment should be further optimized to avoid the innovative input
loss caused by the peer tendency in the decisions of local governments.

Keywords : Business Environment, “Economic Man” Hypothesis, Peer Tendency, Technological
Innovation
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