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Abstract: The administrative-approval system is a governmentded resource-allocation
method. Reform of this system has created an institutional foundation for the sustainable
development of private enterprises bringing about major changes in the relationship
between government and enterprises especially in terms of administrative disputes. By
matching survey data on China’s private enterprises with data on China’ s administrative—
approval center this paper empirically examines the impact of the reform of the
administrative-approval system on decision-making by private enterprises when handling
administrative disputes. The study finds that the reform of the administrative-approval
system can prompt private enterprises to take an initiative to deal with administrative
disputes and to adopt institutionalized actions. However this positive effect of the reform
of the administrative-approval system is greater for enterprises with weak economic power
no political connections or within high-barrier industries. In terms of the mechanism
reform of the administrative-approval system has significantly improved the perception of
private entrepreneurs of the institutional environment and their own status allowing them
to take an initiative to adopt institutionalized strategies to deal with administrative disputes.

Maintaining the legitimate rights and interests of private enterprises is important for
strengthening the confidence of private entrepreneurs. The author believes that the key to
the achievements in the reform of the administrative-approval system is that behavior by
the government is regulated and the government’ s awareness of service is strengthened by
the decentralized power thereby significantly improving the institutional environment and
ultimately enhancing the entrepreneurs’ positive awareness of the environment and their
own status. In this way private entrepreneurs are not only willing to take action to deal
with disputes with the government but they also have the ability to take institutionalized
actions thus leading to the resolution of administrative disputes within the existing
institutional framework and avoiding such disputes to the greatest extent possible.

This paper advances the existing literature in the following three respects: First this

paper focuses on the tense government-enterprise relationship in terms of administrative
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disputes and the coping strategies adopted by private enterprises thus revealing the
diverse structure of the government-enterprise relationship. Second the existing literature
on administrative disputes mainly focuses on the influence of enterprise factors on its
actions that is an enterprise’ s resolution of administrative disputes is regarded as a
reflection of its bargaining power. This paper provides a new explanation from the
perspective of the relationship between organizations and the environment thus helping to
understand the logic of the evolution of the government-enterprise game and the
government-enterprise relationship. Third this paper expands the literature on the impact
of the reform of the administrative-approval system. The existing literature evaluating the
effect of the reform of the administrative-approval system mainly focuses on the impact of
the reform on the work performance of the government and the economic performance of
the enterprise but it rarely mentions the impact of the reform on the government-enterprise
relationship. This research has significance for exploring the way to build a new type of
government-enterprise relationship.

Keywords: government-enterprise relationship; administrative disputes; administrative

approval system; institutional environment perception; status perception
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