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The Impact of Market Expansion on Market Structure .
An Empirical Research of Producer Services

Yanying Chen Yiping Xia

Abstract: This article considers the entry barrier as an important factor in the impacting
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process of market expansion on market structure. Under different level of entry barrier, market
expansion will result differently. By modeling, we find that with lower level of entry barrier, mar-
ket expansion will result a more competitive market structure easily, but not with higher
level. Moreover, horizontal market expansion will more easily, than vertical market expansion,
make the enterprises enlarge its production scale and raise the investment in fixed assets. That will
also bring the issues of duplicated construction, wasting of resources, and even the lost of social
welfare. Finally, the conclusion of the model is partly verified by using the data of 12 industries in
Producer Services from 2004 to 2008.
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