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Government guidance and market drive——Yiwu cottage industry development
mechanism analysis
Lige Ma
Fountain Valley School of Colorado

[Abstract] As the core support of "China's Small Commodity Capital", its development mechanism is the result
of the synergy between government guidance and market drive. Based on Cobb—Douglas production function,
the interaction relationship between policy intervention and market efficiency is quantified by multiple
regression analysis. The study shows that the following are: (1) for every 10% increase in government subsidy,
the output value of family workshop increases by 6.8%, but the marginal effect decreases; (2) the U—shaped
relationship between market competition intensity and innovation investment (R*=0.79); and (3) after the
penetration rate of e—commerce platform exceeds 40%, the guiding role of policy is significantly weakened.
Through the case study and simulation, the strategies of "dynamic subsidy threshold" and "market—government
game equilibrium" are put forward to provide a theoretical framework for the high—quality development of
county economy.
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