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Market Access Deregulation, Regional Factor Allocation,
and Digital Technology Innovation
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(1: School of Economics, Huazhong University of Science and Technology; 2: Research
Center for Innovation and Development, Huazhong University of Science and Technology ;
3. Institute of Industrial Economics, Jinan University )

Abstract; Using a sample of 285 prefecture-level cities in China, this paper employs the
machine-learning methods SBERT and XGBoost to identify digital technology patents and construct
a city-level indicator of digital technology innovation. Exploiting the pilot implementation of the
Negative List System for Market Access as a quasi-natural experiment, this paper examines the
effect of market access deregulation on regional digital technology innovation. The empirical results
show that market access deregulation promotes regional digital technology innovation. Mechanism
analysis indicates that market access deregulation improves regional factor allocation by facilitating
factor agglomeration and mitigating factor misallocation, thereby fostering digital technology
innovation. Heterogeneity analysis further shows that this positive effect is more pronounced in
regions with less-developed factor markets, and greater market fragmentation. By identifying the
causal effect of market access deregulation on regional digital technology innovation and clarifying
the underlying mechanisms, this paper provides valuable policy implications for further reforming
market access regulation to improve factor allocation and promote digital technology innovation.
Keywords: Market Access Deregulation, Negative List System for Market Access, Digital
Technology Innovation, Factor Allocation
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