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Transaction Costs, Universal Institutions and the National Unified Market

LUO Xiaofang LU Xianxiang

(Zhongnan University of Economics and LLaw, Wuhan, China)

Abstract: Building a national unified market is the basic support and internal requirement of constructing the new
development pattern. The overall advantage of the national unified market is much greater than the sum of local in-
come from regional protection and market fragmentation. Regional protection and market fragmentation are essentially
the products of special institutions. Local governments internalize market externalities through special institutions,
but the existence of special institutions leads to higher transaction costs in national markets. The purpose of building a
national unified market is to reduce transaction costs so as to promote industrial and digital economic development,
deepen factor marketization reforms, build a high-standard market system, optimize resource allocation, narrow re-
gional gaps, and build a new development pattern. The key to building a national unified market is to replace the spe-
cial institutions with the universal institutions, that is, to establish national uniform market institutional rules so that
the benefits of a national unified market are fairly internalized in all localities. This involves moving from a special fis-
cal and taxation institution to a universal fiscal and taxation institution, from a special institution of personalized trans-
actions to a universal institution of impersonal transactions, from a special factor market institution to a universal fac-
tor market institution.
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