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Administrative Approval Market. Theory and Evidence
Xu Xianxiang' Bi Qingmiao®> Wang Wenmao®
(1, 2, 3 Lingnan College, Sun Yat-sen University, Guangzhou, 510275)

Abstract; This paper proposes a novel administrative approval market hypothesis to offer a coherent
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explanation for government administrative approval reforms. Theoretically, this paper shows that when
simultaneous equilibria are achieved in administrative approval market and the production market, the
institutional cost of firms is a increasing function of the number of administrative approval items, and the
approach of administrative services. Empirically, utilizing our field survey of 28,818 firms across China from
2018 to 2022, we find consistent results with our theoretical prediction, that the advancements of the
administrative approval market reduce the bureaucratic costs of firms.

Key words: Administrative approval market; Institutional cost
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