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Overseas Information Exchange and the Market Allocation

Efficiency of Products
YU Zhuangxiong, XIE Langqing (Jinan University, 510632)
CHENG Jiajia (Guangdong University of Foreign Studies, 510006)
Summary: At this stage, Chinese economy has entered a new normal of development, facing such
problems as industry restructuring, overcapacity and an aging population, among others. The extensive
economic growth model is not sustainable. Therefore, how to improve the efficiency of resource allocation

and alleviate resource mismatch under the existing resource constraints has become a question we must
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answer in the pursuit of sustainable economic development. As for how to improve market allocation

efficiency, existing literature mostly focuses on the domestic factors, but rarely discusses the role of
external economic flows in improving the allocation efficiency of the domestic market against the
background of the double development dynamic. Since China’s accession to the World Trade Organization,
exporters have steadily grown in numbers in the country, which not only optimizes their internal factor and
product mix, but also affects the efficiency of resource allocation. Based on the import and export trade
database of China Customs from 2000 to 2015, this paper analyzes how overseas market information
exchange can affect product market allocation based on the product space theory, and integrates the
international economic flow and the domestic economic flow into a unified analysis framework. The
research findings of this paper can help us take into account the double development dynamic as we work to
promote high-quality economic development in China.

The paper’s contributions are as follows. First, this paper analyzes how exporters’ overseas market
information exchange affects the market allocation efficiency of products, and integrates the international
economic flow and the domestic economic flow into a unified analysis framework. Second, existing
literature mostly measures the market allocation efficiency based on the divergence of markup, but the
availability and accuracy of cost data greatly reduce the credibility of indicators. This paper takes it into
consideration and provides a simpler method to measure the market allocation efficiency by using the price
relative mean deviation index of homogeneous products. Third, this paper provides a new quantitative
means for understanding how enterprises enhance their competitiveness through cross-border information
flow, and complements the application of the theory of product space at the micro level. At the same time,
it provides the microeconomic foundation for the transmission mechanism via which the international
economic flow promotes the domestic economic flow.

The following policy implications can be derived from this paper. First, to improve the efficiency of
resource allocation, in addition to reforming and improving the systems and boosting economic
development, we should also actively change the development mindset, promote Chinese enterprises to go
global, reduce the communication barriers and disorderly competition between enterprises, and promote
more knowledge transfer in the information network of enterprises. Second, the smooth economic flow
overseas will not only satisfy the needs of domestic market integration, but also improve the market allocation
efficiency to a certain extent. The government should issue policies to reduce the excessive protection of
industries and enterprises, give full play to the decisive role of the market competition mechanism in the
allocation of resources, and achieve a higher level of opening up. Third, enterprises’ overseas information
exchange can make up for the distorting effect of industrial policies on the market and alleviate the damage of
domestic market segmentation to market efficiency. The government should give full play to the advantages of
information management, build a platform for enterprise communication, provide enterprises more access to
information, and encourage the exchange and sharing of information among enterprises, so as to reduce their
input cost, improve the efficiency of market allocation, and form an efficient unified market.

Keywords: Market Allocation Efficiency, Overseas Information Exchange, Double Development
Dynamic, Knowledge Spillover, New Development Dynamic
JEL: Q56, L13, 025

TR R K

163



