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“Market failure factors” regional enterprises entry and
industrial structure
LI Yue

( School of Economic and Resource Management Beijing Normal University Beijing 100875 China)

Abstract: On basis of theoretical analysis this paper employs the change of the officials and the blindness index of the
productive investment as the proxy variables of the “market failure factor” from the government and the market respectively
to empirically analyze the intrinsic relationship of “market failure factors” regional enterprises entry and industrial structure
using the data of 279 prefecturedevel cites in China during 2004—2010. The results shows that “market failure factors” is
embedded into the process of regional enterprises entry which causes the uncoordinated development trend between manufac—
turing and producer services industries within prefecturedevel cites in China. The result of group regression shows that the
trend and causes of imbalance in the resource-based and the ordinary areas are different. The industrial enterprises in the or—
dinary areas have the influence of the “market failure factors” superimposed by the government and the market itself which
shows the “crowding out” effects of the manufacturing industry on the productive services industry. The regional enterprises
entry in resource-based areas doesn’ t have impact on the development of the manufacturing and productive service industries
which to some extent indicates that the dynamic situation of regional enterprises is “solidification” and its impact on the in—
dustrial structure should not be ignored as well.

Key words “market failure factors”; change of local officials; imperfect information; regional enterprises entry; indus—

trial structure



