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Abstract

High-standard opening up aims to cultivate new comparative advantages driven by
innovation, achieving systemic improvement through the upgrading of export industries
and institutional opening up. Building a unified national market aims to break down factor
market segmentation and unleash the potential of the super-large-scale market. By
reducing transaction costs and facilitating the flow of production factors to high-efficiency
enterprises, it leverages the advantages of such a market. Coordinating these two
initiatives helps improve the efficiency of factor allocation, foster corporate innovation
and productivity, optimize the business environment, and promote the development
of markets for new production factors. However, it should be noted that institutional
opening up currently faces issues such as lagging institutional supply in emerging sectors.
Meanwhile, the building of a unified national market confronts challenges involving inter-
departmental, urban-rural, and inter-regional market segmentation, as well as difficulties
in developing markets for new production factors. To this end, it is necessary to further
deepen reforms comprehensively by properly handling the relationship between the
government and the market and breaking down market segmentation barriers, thereby
promoting the synergistic development of both and facilitating high-quality economic
transformation.
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1 Introduction

Since reform and opening up, China’s rapid growth has been characterized by two major
features: investment-driven growth fueled by a high savings rate and trade advantages
derived from low factor prices, driving economic growth through large-scale exports of low-
value-added products. This model was rational in the early stages of industrialization, but
its limitations have gradually become apparent as the stage of economic development has
evolved. Primarily, unit labor costs in manufacturing have risen significantly, challenging
traditional cost advantages. Furthermore, the headwinds of protectionism have increased

uncertainty regarding traditional export pathways.
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In light of the profound changes in both the domestic environment and international
environment, Chinese president Xi Jinping has stated that building a new development
paradigm with the domestic economy as the mainstay and with domestic and international
economic flows reinforcing each other is a major decision made in response to changes in
China’s stage of development, environment, and conditions, and in particular to shifts in
our comparative advantages (Xi, 2022). The Resolution of the Central Committee of the
Communist Party of China on Further Deepening Reform Comprehensively to Advance
Chinese Modernization,' adopted at the third plenary session of the 20th Communist Party
of China (CPC) Central Committee, also makes concrete arrangements for achieving high-
quality development in the years ahead, emphasizing the need to promote high-standard
opening up and to build a unified national market. Continually promoting high-standard
opening up and building a unified national market are intrinsic to the new development
paradigm. It is also a necessary choice for adapting to the requirements of China’s
new development stage and fostering new advantages in international cooperation and

competition.

2 Key Directions for Continually Promoting High-Standard Opening Up and
Building a Unified National Market
High-quality development necessitates a systemic enhancement of total factor productivity
(TFP) through institutional innovation. TFP is mainly influenced by two factors: TFP at
the micro level—namely, the input-output efficiency of individual firms, and the allocative
efficiency of production factors across different enterprises. When production factors
overcome institutional barriers to mobility, resources will gravitate toward high-productivity
enterprises in accordance with market mechanisms. This underscores the profound
significance of further comprehensively deepening reform from a higher starting point
for establishing this new paradigm. Specifically, building the new development paradigm
focuses on two dimensions: domestic and international. It aims to boost domestic circulation
by developing a unified national market, breaking down factor market segmentation, and
establishing the institutional foundation for the free flow of factors. It also involves advancing
high-standard opening up to foster a new development paradigm that features positive
interplay between domestic and international economic flows, facilitating an upgrade from an
opening based on commodity flows to one based on institutions and rules. Synergy between
the two can effectively enhance the efficiency of China’s factor allocation and boost TFP.
Building a new development paradigm is a historical, practical, and logical inevitability.
It is a strategic choice proactively made to respond to changes in the domestic landscape
and international landscape. Grounded in the institutional foundation of a unified

national market, it aims to unlock the potential of China’s super-large market by reducing
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institutional transaction costs. In recent years, China has introduced a series of key policies
focused on building a unified national market (as shown in Table 1). Building a unified
national market reduces transaction costs, breaks down market segmentation barriers
that hinder factor mobility, and channels capital, labor, and other factors toward high-
efficiency enterprises. This expands the domestic market and ultimately enhances factor
allocation efficiency. Notably, the new policy framework incorporates new production
factors, such as data and technology, into the unified national market. By implementing
innovative measures, such as the reform related to the market-oriented allocation of data
factors and the integration of technology trading markets, it leverages innovation factors

to boost enterprise productivity, providing sustained momentum for the new development

paradigm.
Table 1
Documents Related to Building a Unified National Market in China
Policy document Year of Main content
issuance
(revision)
Anti-Unfair Competition Law of the 2019 It aims to promote the healthy development of

People’s Republic of China the socialist market economy, encourage and
protect fair competition, stop acts of unfair
competition, and safeguard the legitimate
rights and interests of business operators and

consumers.

Opinions of the CPC Central 2020 It sets out requirements for promoting the

Committee and the State Council
on Improving Systems and
Mechanisms for the Market-Based
Allocation of Production Factors

14th Five-Year Plan for the
Construction of a Modern
Circulation System

Opinions of the General Office
of the State Council on Further
Optimizing the Business
Environment and Reducing
Institutional Transaction Costs for
Market Entities

market-based allocation of factors such as land,
aiming to deepen reform in this area, facilitate
the autonomous and orderly flow of factors,
improve allocation efficiency, and further
stimulate creativity and market vitality across
society.

It aims to coordinate the development of
hardware and software for the modern
circulation system, improve circulation
efficiency, reduce circulation costs, and provide
strong support for building a new development
paradigm.

It aims to create a market-oriented, law-based,
and internationalized business environment,
reduce institutional transaction costs, boost
the confidence of market entities, support their
development, and provide strong support for
stabilizing the macro economy.

(To be continued)
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(Continued)
Policy document Year of Main content
issuance
(revision)

Guideline on Accelerating the 2022 It provides a comprehensive and strategic
Establishment of a Unified action plan for accelerating the development
Domestic Market of a unified national market, clarifying overall

requirements and key tasks.

Anti-Monopoly Law of the People’s 2022 It aims to prevent and stop monopolistic conduct,
Republic of China protect fair market competition, encourage

innovation, improve economic efficiency,
safeguard consumer interest and the public
interest, and promote the sound development
of the socialist market economy.

Opinions of the General Office of the 2024 As the first policy document issued at the central

CPC Central Committee and the level specifically on improving the market
General Office of the State Council access system, it makes arrangements for

on Improving the Market Access refining the negative list management model
System for market access and scientifically determining

market access rules.

Provisions of the State Council on 2024 As an integral part of the legal framework for
Thresholds for Concentration fair competition, it is of great significance for
between Undertakings (2024 regulating market competition behavior and
Revision) maintaining a fair competitive environment in

the unified national market.

Promoting reform and development through opening up is a successful practice in China’s
reform and development endeavors. Against the backdrop of profound adjustments in
economic globalization, China’s comparative advantages in the global division of labor
are undergoing a structural transformation. As traditional low-cost advantages gradually
diminish, it is imperative to cultivate new comparative advantages driven by innovation.
High-standard opening up constitutes a strategic pathway for fostering new advantages,
manifesting as a systemic upgrade in two dimensions. Firstly, the upgrading of export
industries to transition merchandise trade toward higher value-added segments, develop
digital trade and service trade, and elevate China’s position in global value chains; and
secondly, rule alignment and reform deepening under institutional opening up. This involves
benchmarking against new-generation economic and trade rules—such as the Comprehensive
and Progressive Agreement for Trans-Pacific Partnership (CPTPP) and the Digital Economy
Partnership Agreement (DEPA)—to advance deep-level reforms in the areas including cross-
border data flows, intellectual property protection, and competition policy, thereby aligning
the domestic institutional system with international standards. In recent years, China has
consistently advanced high-standard opening up and introduced a series of significant policies

and measures (see Table 2). High-standard opening up can drive the TFP growth through
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multiple channels: institutional opening up facilitates deeper domestic reforms and improves
market efficiency; high-quality international trade generates knowledge spillovers and

stimulates corporate vitality; and the optimal allocation of global resources further enhances

factor utilization efficiency.

Table 2

Documents on China’s High-Standard Opening Up

Policy document

Main content

Several Measures for Conducting
the Pilot Program of Aligning with
International High Standards and
Promoting Institutional Opening Up
in Eligible Pilot Free Trade Zones
and the Hainan Free Trade Port

Resolution of the Central Committee
of the Communist Party of China
on Further Deepening Reform
Comprehensively to Advance
Chinese Modernization

Notice by the State Council of
Effectively Replicating and
Promoting the Measures for the
Pilot Program of Aligning with
International High Standards and
Promoting Institutional Opening Up
in Pilot Free Trade Zones

Action Plan for Steadily Advancing
High-Level Opening Up and
Making Greater Efforts to Attract
and Utilize Foreign Investment

Action Plan for Accelerating
High-Standard Opening Up of
Certification and Accreditation
(2024-2030)

It calls for pioneering pilot schemes in free trade
zones such as Shanghai and the Hainan Free
Trade Ports, proactively aligning with high-
standard international economic and trade rules
and steadily expanding institutional opening up.

It emphasizes that foreign affairs work should
foster a favorable external environment for
further comprehensively deepening reform and
advancing Chinese modernization. It calls for
actively promoting high-standard opening up,
persisting in using opening up to drive reform,
and enhancing the capacity for opening up
while expanding international cooperation.

It requires proactively aligning with high-
standard international economic and trade
rules, steadily expanding institutional opening
up, and promoting the inter-connectivity and
compatibility of rules, regulations, management,
and standards on a broader scale.

It proposes expanding market access, increasing
policy support, optimizing the environment
for fair competition, facilitating the flow of
innovation factors, and improving domestic
regulations, so as to solidly advance high-
standard opening up and attract and utilize
foreign investment with greater intensity.

It urges leveraging high-standard opening
up to drive in-depth reform and high-
quality development in the certification and
accreditation sector, serve the construction of
a new development paradigm, and advance
Chinese modernization.

(To be continued)
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(Continued)
Policy document Year of Main content
issuance
Notice by Seven Departments 2024 It aims to strengthen international exchange and
Including the Ministry of cooperation, improve accommodation services
Commerce of Several Measures for overseas personnel traveling, working, or
for Promoting High-Standard living in China, and lawfully safeguard their
Opening-Up and Facilitating the legitimate rights and interests, thereby serving
Accommodation of Overseas high-standard opening up.
Personnel
Issuing Several Policies and 2024 It aims to further advance high-standard opening
Measures for Further Supporting up, step up financial support for sci-tech
the Investment of Foreign innovation, facilitate and encourage overseas
Institutions in Domestic Science institutions to invest in domestic technology-
and Technology Enterprises based enterprises, and prioritize support for the
financing and development of technology-based
startups.

3 Mechanism for the Coordinated Advancement of a Unified National Market
and High-Standard Opening Up

The coordinated advancement of a unified national market and high-standard opening up is

a critical pathway for fostering a new development paradigm, facilitating the transition from

scale expansion to quality enhancement.

Facilitating the improvement in the efficiency of factor allocation. Factor misallocation
is a major cause of productivity differences across countries. Building a unified national
market aims to dismantle barriers to the flow of factors and goods across regions, sectors,
and the urban-rural divide. By optimizing allocation nationwide, it enables highly productive
enterprises to acquire more resources, thereby enhancing overall economic efficiency.
High-standard opening up helps facilitate the global allocation of resources. It offers highly
productive firms the opportunity to expand internationally, allowing them to further optimize
factor allocation and improve usage efficiency on a global scale. Specifically, this entails
deepening domestic reform to build sound, effective markets for goods and factors to achieve
efficient resource allocation. On this basis, high-standard opening up is advanced to optimize
resource allocation globally, thus forming a pattern where domestic and international
circulations reinforce each other.

Boosting enterprise innovation and productivity enhancement. Corporate innovation
entails high risks and costs, requiring a market of sufficient scale to capture innovation
returns. China’s specialized, refined, differential and innovative (SRDI) enterprises, which
undertake core processes and key technological tasks within the industrial chain, have yet
to fully realize their potential due to factors such as limited domestic market capacity and

inadequate application ecosystems. Building a unified national market and pursuing high-
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standard opening up can further expand market scale and strengthen incentives for corporate
innovation. High-standard opening up enables enterprises to integrate into global innovation
networks and enhances the quality of innovation in three ways: by establishing collaborative
networks with foreign firms to facilitate knowledge sharing and cross-border technological
fusion; by helping enterprises access diverse, heterogeneous innovation resources in
international markets to lay a solid foundation for high-quality innovation; and by allowing
multinational corporations to fully leverage resource endowments within the global network
to drive their own innovation.

Promoting the alignment of institutional opening up with fundamental market institutions.
A distinguishing feature of high-standard opening up is institutional opening up, which
centers on institutional arrangements regarding rules, regulations, management, and standards.
Building a unified national market serves as the fundamental support for smooth domestic
and international dual circulation, creating reform synergy with institutional opening up
through internal and external linkage. Unified market rules, such as property rights protection
and fair competition reviews, provide the domestic institutional foundation for institutional
opening up. In turn, institutional opening up drives the optimization of domestic market
rules by introducing international standards, paving the way for the adoption of advanced
technologies and management expertise to refine the modern enterprise system with Chinese
characteristics. As it actively aligns with high-standard international market rules, China must
continuously improve basic institutions regarding property rights protection, market access,
fair competition, and social credit, while further refining its macroeconomic governance
system. For instance, the Yangtze River Delta region pioneered a cross-regional data sharing
mechanism, which not only dismantled local protectionism but also garnered valuable
experience for aligning with international data governance rules. China revised the Rules
for the Implementation of the Law of the People’s Republic of China on Foreign-capital
Enterprises” to clarify the fair competition review system and safeguard the equal rights
and interests of domestic and foreign enterprises. This acts not only as a crucial measure to
dismantle market segmentation based on ownership, but also creates a favorable institutional
environment for high-standard opening up. Furthermore, the linkage between the negative
list for foreign investment and the domestic negative list has effectively promoted regulatory
reform.

Accelerating the development of markets for new production factors to provide momentum
for developing new quality productive forces. High-standard opening up facilitates the
domestic and international flow and allocation of new production factors, thereby accelerating
the formation of new quality productive forces. High-standard opening up facilitates the
accumulation, refinement, processing, and management of cross-border data, enabling
economic entities to enhance their innovation capabilities by integrating global data resources.

Raising the level of opening up helps enhance China’s capacity for sci-tech innovation
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by fostering deep integration into global sci-tech production networks and strengthening
international exchange and cooperation. High-standard opening up enhances the adaptability
and competitiveness of new types of talent, providing robust talent support for the growth of

new productive forces.

4 Contradictions in Building an All-Round Opening Up Pattern and Difficulties
in Establishing a Unified National Market

In the process of building an all-round opening up pattern, China still faces deep-seated

contradictions at the level of institutional rules. China’s market system remains segmented,

characterized primarily by barriers to the flow of factors across sectors, between urban and

rural areas, and among regions.

The first characteristic is inter-sectoral market segmentation. Currently, notable disparities
exist in resource allocation among enterprises of different ownership types.

The second characteristic is urban-rural market segmentation. There is still room for
improvement in the coordinated development of China’s urban and rural factor markets.
Regarding labor factors, as the reform of the household registration system deepens, a key
focus of ongoing policy optimization is ensuring that the agricultural transfer population
enjoys equal access to basic public services.

The third characteristic is inter-regional market segmentation. In the process of coordinated
regional development, local governments exhibit differentiated policy orientations in driving
economic growth. In emerging sectors such as new energy vehicles and photovoltaics,
coordination in industrial layout requires strengthening. Supporting systems, such as social
security transfer and continuation and cross-regional tax sharing, are being constantly
improved to better facilitate the cross-regional flow of production factors like labor and

capital.

5 Key Focus Areas for Further Comprehensively Deepening Reform and High-
Standard Opening Up
It is necessary to correctly handle the relationship between the government and the market.
High-quality development requires a well-coordinated relationship between the government
and the market. This involves better integrating an effective market with a capable
government, and enhancing the government’s institutional supply capacity while fully
leveraging the decisive role of the market in resource allocation. The first step is consolidating
the institutional foundation for competitive neutrality. China must fully implement the
negative list system for market access, further strengthen the “one national list” management
model, and ensure equal access for all types of economic entities to areas not on the list in
accordance with the law. China also needs to establish and improve the fair competition

review mechanism, focusing on abolishing policy documents that involve local protectionism
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and industrial monopolies. The second step is transforming the paradigm of industrial
policy implementation. Selective industrial policies can drive technological upgrading and
scale expansion in specific industries through targeted interventions such as subsidies and
tax incentives; however, their “non-neutral” nature may lead to factor misallocation and
efficiency losses. Policy focus should shift toward areas such as innovation infrastructure and
the R&D of generic technologies with spillover effects, employing market-based mechanisms
for resource allocation while reducing direct subsidies to specific enterprises. China must
replace locally-led industrial policies with centrally-led initiatives, and establish a platform
for cross-regional industrial policy coordination.

It is necessary to dismantle the multi-dimensional barriers causing market segmentation.
Firstly, a mechanism for fair competition should be established. Measures should be taken
to fully implement the fair competition review system, treat all economic entities equally,
improve supervision and enforcement frameworks, and strengthen binding constraints to
ensure strict and effective policy implementation. Secondly, a mechanism for the equal
exchange of production factors between urban and rural areas should be established.
China must deepen reform of the land system, unify trading platforms for rural collective
commercial construction land, and improve the mechanism for distributing value-added
returns. China must safeguard the land contract rights, homestead use rights, and collective
income distribution rights of farmers settling in cities, and further explore and establish
a voluntary, compensated exit mechanism. China must promote the decoupling of public
services from the household registration system, increase the coverage of basic public
services, and accelerate the realization of cross-regional access to services such as education
and medical care. Thirdly, a new mechanism for coordinated regional development should be
established.

It is necessary to advance institutional opening up and the upgrading of domestic rules.
China must align with high-standard international economic and trade rules and establish
a unified domestic regulatory framework. Using rules such as the CPTPP and the DEPA
as benchmarks, China must promote the alignment of domestic regulations with high-
standard international economic and trade rules. Measures should be taken to accelerate the
establishment of unified national market rules, improve property rights protection, strengthen
enforcement against monopolies and unfair competition, and refine the social credit system
to create a fair and competitive market environment for economic entities. China must
strengthen intellectual property (IP) protection, establish a punitive damages system for IP
infringement aligned with international standards, and improve mechanisms for handling
overseas [P disputes. China must deeply integrate intellectual property protection into the
free trade agreement framework, and strengthen IP protection and early warning mechanisms
during patent introduction and overseas expansion. Efforts should be made to establish a
macro-prudential management framework for cross-border capital flows, conduct stress tests
leveraging pilot free trade zones (ports), and strengthen risk assessment and supervision while

expanding opening up to safeguard national economic security.
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It is necessary to unleash the growth momentum of new factors of production.
Firstly, a global innovation network should be built. China must establish national-level
technology trading platforms and improve the property rights system for job-related sci-
tech achievements. China must relax restrictions on establishing foreign-funded R&D
centers, encourage multinational enterprises to set up R&D centers in China, and promote
two-way innovation involving both “bringing in” and “going global”. For instance, the
Hainan Free Trade Port has piloted a negative list for cross-border trade in services to
attract high-quality international resources in sectors such as healthcare and education,
facilitating breakthroughs in frontier industries like biomedicine. China must build a
global talent hub through international talent recruitment policies and open cooperation
in education. For instance, Beijing’s Zhongguancun area has implemented measures to
facilitate permanent residency for foreign talent, gathering top-tier teams in fields such as
artificial intelligence and quantum computing to form an innovation ecosystem cluster.
Secondly, new competitive advantages in digital trade must be cultivated. Efforts should
be made to establish a unified national market for data factors and explore mechanisms for
data property rights, trading, and distribution. China must improve rules on cross-border
data flows to promote the liberalization of digital trade and facilitate the global integration
and realization of the value of data resources. China must leverage digital trade to boost
the development of cross-border e-commerce and digital service exports. For instance,
the China (Sichuan) Pilot Free Trade Zone is conducting pilot programs on data rights
authentication and cross-border flows. These efforts provide institutional safeguards for

digital economy enterprises and accelerate technological innovation cycles.
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