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Abstract: Breakthrough innovation constitutes the pivotal force propelling sustained corporate growth and
enhancing core competitiveness. The building of a unified national market, as an institution-oriented strategic
initiative,, provides essential institutional support for facilitating such innovation and strengthening corporate core
competitiveness. This paper empirically examines the impact of building a unified national market on firms’
breakthrough innovation, using matched data from prefecture-level and above cities and A-share listed companies in
China from 2010 to 2022. The findings indicate that the building of a unified national market stimulates firms’
breakthrough innovation. This conclusion remains robust across various tests. Mechanism analyses reveal that the
building of a unified national market drives innovation upgrading through expanding market demand, optimizing
competitive environments, and deepening the division of labor. Heterogeneity analysis further demonstrates that the
effect is more pronounced in larger firms, those facing lower financing constraints, capital-intensive firms, and
firms located in innovation pilot cities.

The contributions of this paper are threefold. First, it enriches the research on the effects of a unified national
market beyond economic efficiency and resource allocation by exploring its impact on firms’ breakthrough
innovation, illustrating how reduced market segmentation and institutional transaction costs enhance firms’
innovation incentives. Second, it deepens the theoretical framework regarding the institutional environment and
corporate behavior by examining how a unified national market shapes firms’ breakthrough innovation. The analysis
proceeds through three pathways: market demand expansion, competitive environment optimization, and deepening
division of labor, and from three lenses: stimulating innovation motivation, imposing innovation pressure, and
enhancing innovation capability. Third, it provides micro-level evidence and offers policy implications for
implementing an innovation-driven development strategy aimed at stimulating firms’ breakthrough innovation.

In conclusion, this paper systematically elucidates the effects of institutional innovation arising from the
building of a unified national market through both theoretical and empirical lenses and uncovers the internal
mechanisms underlying breakthrough innovation. This paper provides robust empirical evidence for understanding
the micro-level impacts of the building of a unified national market on firms’ innovation and offers a decision-
making basis for the government to further optimize market environment design and implement targeted innovation
incentive policies. The findings suggest that advancing market integration and institutional opening up can enhance
the momentum for breakthrough innovation among firms, offering important policy implications for fostering
innovation-driven development and achieving high-quality economic growth.
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