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Domestic market segmentation and haze pollution:

an empirical research based on SLX

BIAN Yuanchao' WU Lihua®> ZHOU Min’® BAI Junhong'
(1. School of Business Nanjing Normal University Nanjing 210023 China;

2. School of Economics and Management Southeast University Nanjing 211189  China;
3. Jiangsu Digital Culture and Intelligent Tourism Development Center Nanjing 210003 China)

Abstract: The market segmentation behavior between local governments under the system of fiscal decentralization is one
of the key factors causing haze pollution but previous studies have ignored the investigation on this issue. This paper analyzes
the transmission mechanism that market segmentation affects haze pollution from three aspects 1. e. the effect of scale change
the effect of structural transformation and the effect of technological progress. We also conduct empirical analysis of the
influential effect of market segmentation on haze pollution and the effect of transmission mechanisms based on the PM, ; grid data
monitored by satellite using the Spatial Lag of X Model and two-stage least square method. The study finds that during the
investigation period market segmentation has significantly exacerbated haze pollution and market segmentation in neighboring
areas also plays a significantly deteriorating role in haze pollution in the region. There exist significant time and spatial
heterogeneity on the effect of market segmentation on haze pollution. In terms of the transmission mechanism the market
segmentation behavior between local governments inhibits the effect of scale change the effect of structural transformation and
the effect of technological progress thereby having an important impact on haze pollution. In addition market segmentation
further impedes local governments to carry out regional collaborative governance activities about haze pollution. The policy
enlightenment of the research conclusion is that in the process of China’ s accelerated haze pollution control all regions should
not only “focus on its own work” but also take into consideration the “problems in the surrounding areas” to achieve mass
prevention and control of haze pollution and collaborative governance to promote high-quality development of China’ s economy.

Key words: market segmentation; haze pollution; local protectionism; collaborative governance; Spatial Lag of X Model



