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Market Potential and Domestic Market Segmentation:

Empirical Evidence from China
Cai Hongbo' Dai Junyi' Li Hongbing’
(1. Business School Beijing Normal University Beijing 100875 China;
2. School of Economics and Management Beijing University of Posts and Telecommunications Beijing 100876 China)
Abstract: Firstly based on the new economic geography model and trade gravity model this paper uses trade flow da—
ta input-output data and distance data by Chinese province to calculate Markets Potential ( MP) Index in order to find the
potential market demand for every Chinese city from itself other cities inside same province cities in other provinces and for—
eign trade partners. Secondly based on Samuelsons " Glacial Cost" model this paper uses the relative price method to con—
struct a measurable Market Segmentation Index which shows that Chinese domestic market segmentation has been decreasing
since 1994  basically the same as the results the commodity market tends to integrate in most of the literatures. Finally this
paper empirically tests the impact of market potential on domestic market segmentation in China. The conclusions show that
the greater market potential the higher cost of local government to protect the market which will help reduce the degree of
domestic market segmentation. In addition the smaller ratio of state-owned economy the more resources local government
controls the stronger financial autonomylocal government has the better market integration will be.

Key words: market segmentation; markets potential; spatial agglomeration; local protection; economic nationalization
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Does Environmental Management Reduce Chinese Industrial Total-factor
Productivity: A Study Based on Modified Directional Distance Function
Wang Jia' Sheng Pengfei’

(1. School of Public Finance and Taxation Southwestern University of Finance and Economics Chengdu 611130 China;
2. School of Economics Henan University Kaifeng 475001 China)

Abstract: By using the directional distance function most of the current research concludes that environmental manage—
ment has decreased Chinese industrial total-factor productivity. However the existing literatures dont take the relationship
between industrial economic growth and the generation of pollutants which may cause some errors to the measurement. Thus
this paper rebuilds the framework of the environmental total-factor productivity and the conclusions suggest that environmen—
tal management doesnt reduce Chinese industrial totalfactor productivity and the highdevel of environmental management
could improve the performance of industrial development.

Key words: environmental management; industrial economy; directional distance function; environmental total factor
productivity; sustainable development



