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Distant Relatives VS Near Neighbors: Heterogeneity Research on
“Peer Effects” in Corporate Investment

Liu Bai Wang Yibo
(School of Business, Jilin University, Changchun 130012, P. R. China)

Abstract: Under transition context of China’s economy, overlaying world-class enterprises and social
networks is the key to drive the development of creative industrial clusters, play comparative advan-
tages between regions, and achieve high-quality economic development. Based on social network
theory and the heterogeneous perspective of “peer effect”, this paper focuses on the different influ-
ence of industrial “peers”(distant relatives) and regional “peers” (near neighbors) on corporate in-
vestment decisions and the interrelationship between the two in influencing corporate investment.
We found that: (1) Corporate investment decisions among the same industry or among the same area
both appear the significant correlations. (2) The roles played by the industry “peer effect” and re-
gional “peer effect” are limited by the degree of competition in the product market. In the competi-
tive industries, the “peer effect” in the region is more obvious than the “peer effect” in the industry.
And in the monopoly industry, the “peer effect” in the industry is more obvious than the “peer
effect” in the region. (3) As a whole, the investment behavior of the “peers” in the industry and the
investment behavior of the “peers” in the region have obvious substitutability in influencing the in-
vestment decision making of enterprises. The conclusion of this paper means that in the context of e-
conomic restructuring in China, the relationship network helps to make up for the drawbacks of mar-
ketization. Making trade-offs between the industry relationship network and the region relationship
network according to availability can avoid problems such as over-investment or profits decline ari-
sing from blind follow-up. Our findings not only deepen and expand related researches in social rela-
tionship networks and corporate investment, but also have important implications for how to pro-
mote industrial development, drive regional economic growth and create world-class enterprise
groups.

Keywords: Corporate investment; Industrial “peer effect”; Regional “peer effect”; Substitution;

Market structure; World-class enterprises
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