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Market Segmentation and the Efficiency Loss
of Resource Allocation:Evidence from Mergers
& Acquisitions of Enterprises

FANG Jun-xiong

(School of Management s Fudan University , Shanghai 200433, China)

Abstract;: The paper studies the existence of market segmentation in
China and its effect on the efficiency of resource allocation. Mergers and ac-
quisitions can function as promoting capital allocation efficiency, improving
corporate governance and raising corporate value. But M&A means the
transfer of the control right of target enterprises which will bring important
influences on the economy and employment in the regions where the target
enterprises are located, so it is possible to lead to local-government interven-
tion. The paper finds that it is difficult for cross-regional M&. A due to local
protectionism and owing to the marketization. the difficulties will be effec-
tively eased. It shows that there exists market segmentation in China to
some extent, and market segmentation will be eliminated because of the on-
going marketization process.

Key words: market segmentation; mergers and acquisitions; marketiza-

tion; resource allocation (FriEmsE & W)



