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Abstract: Optimizing the legal business environment has become the core proposition in the
current local institutional competition. Local governments adopt either an embedding — type or
integration—type pathway to promote this optimization. The embedding — type pathway relies
on unidirectional policy—driven mechanisms. Although this pathway ensures short— term effi-
ciency, it risks instrumentalizing the law, undermining the autonomy of legal systems, foste-
ring local protectionism, and generating disengagement of market entities, ultimately leading to
escalating long— term institutional costs. In contrast, the integration—type pathway emphasizes
structural coupling between legal and economic systems. By establishing a complete chain en-
compassing legislative innovation, government governance, judicial safeguards, and targeted
law popularization, this pathway ultimately enhances the overall effectiveness of the legal busi-
ness environment. The transition from embedding—type pathway to integration— type pathway
holds normative legitimacy. Moving forward, localities should align with market entities’ value
priorities—security, equality, integrity, and efficiency—to achieve deep systemic integration be-
tween legal frameworks and business environments, ensuring institutional supply precisely
meets substantive legal demands of market entities.

Key Words: institutional competition, rule — of —law — based business environment, em-

bedded pathway, integrated pathway
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