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Openness Market Integration and Economic Spatial Transition:

Evidence from the Treaty Opening in Modern China
Li Jianan; Dai Qian; Zhuang Jialin

Abstract: The impact of international openness on domestic market integration has been extensively
debated in academic circles. This study considers China’s treaty opening in the 19" century as a quasi-nat—
ural experiment to examine the impact of openness on domestic market integration and economic spatial
transition. Analysing the monthly rice price between 1818 and 1910 in 104 prefectures of South China it is
found that the market integration of the prefectures and their surroundings was promoted by the opening of
treaty ports. The establishment of concessions strengthened the influence of treaty opening on market inte—
gration. Market integration in coastal areas experienced greater promotional effects following the treaty o—
pening. The conclusions are robust after considering the opening of different neighbouring treaties charac—
teristics of commodity goods market spatial scope and the possibility of bias in sample selection. Using the
distribution of historical customs of the Qing Dynasty as an instrumental variable we further find that the
growth of export trade could not only promote domestic market integration but also expand the domestic
market scale and encourage more enterprises to enter the market especially in coastal areas.
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