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The Institutional Roots and Governance Pathways of Local Protectionism in
the Construction of a Unified National Market—An Empirical Analysis Based
on Multi-period DID Estimation Using Pilot Free Trade Zones
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Against the backdrop of building a unified national market, local protectionism has become a key
bottleneck hindering the free flow of factors and market integration. Based on the theory of fiscal
federalism, this paper constructs a competition model among local governments to analyze the
inherent logic between GDP-oriented assessment pressure and market segmentation. Using panel data
of 30 Chinese provinces (excluding Tibet, HK, Macao and Taiwan) from 2008 to 2023, a multi—period
difference—in—differences (DID) approach is employed to evaluate the effect of pilot Free Trade Zone
(FTZ) establishment on regional market integration, supplemented by heterogeneity, parallel trends,
placebo and mechanism tests. The results show that: (1) inter—governmental competition under GDP—
based assessment is the institutional root of local protectionism; (2) FTZ establishment is associated
with a reduction in market segmentation, but the effect is heterogeneous across regions and types —
coastal and eastern FTZs significantly promote integration, while inland and central-western FTZs
show weaker or insignificant effects; (3) parallel trends and placebo tests support the validity of the
identification strategy, and the findings remain robust across alternative specifications. Based on these
findings, the paper proposes institutional pathways to govern local protectionism through assessment
reform, deepening FTZ construction, digital empowerment and coordinated regional governance.
unified national market; local protectionism; fiscal federalism; pilot free trade zone; multi-
period DID
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