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The Digital Economy. Inter-Provincial Trade Costs and
a Large National Unified Market
Zhao Jing-mei. Li Yu-qi. Zhong Hao

Abstraet: Building a large national unified market is an important element in building a new development pattern in the
new era. This paper selects data from 30 Chinese provinces from 2013 to 2020 to empirically study the impact of digital economy
on the unity of domestic market and its mechanism of action. The results find that the higher the level of digital economy develop-
ment, the higher the degree of domestic market unification. The mechanism analysis from the perspective of inter—provincial
trade costs finds that provinces with higher information search costs and higher logistics and transportation costs also have a
greater increase in the degree of market unification when the level of digital economy development increases, indicating that cost
optimization is the channel through which the digital economy promotes market unification. The threshold regression results show
that as the level of digital economy development increases and the cost of inter—provincial trade decreases, the digital economy
driving domestic market unification shows the characteristic of diminishing marginal effect. The heterogeneity analysis finds that
for the central and western regions, the digital economy can significantly promote market unification, while this effect is not sig-
nificant in the eastern regions, indicating that the digital economy can narrow the gap of market unification between regions.

Key Words: Digital Economy; National Unified Market; Cost Optimization
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