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RN BUR TR (gov) s @IS = = /=™ E 4 GDP WHE LR =N\Z5H (chanye) ;
GOMFEAER A T BN D E XA IR KT (wb); ©H 4B A A7 BT R H S
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Can the “Belt and Road” Initiative Improve Labor Misallocation ;

Evidence from Prefecture-level Cities in China

SUN Yanlin, LI Ge, GAO Da
(School of Economics, Huazhong University of Science and Technology,

Wuhan 430074, China)

Abstract; With a serious labor misallocation and the gradual disappearance of demographic
dividend, improving the efficiency of labor allocation is the only way for China’ s economic
transformation. Under closed conditions, the improvement of labor allocation efficiency is
mainly achieved by optimizing labor flow within a country, while under open economy
conditions, labor can be optimally allocated in a global scale. This paper aims to examine

whether the “Belt and Road” Initiative, as a deeper level of opening up to the outside
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world, can help improve regional labor misallocation in China. Based on the panel data of
267 prefecture-level cities in China from 2009 to 2018, this paper empirically investigate the
impact and mechanism of the “Belt and Road” Initiative on regional labor misallocation in
China through the double difference method. The results show that the “Belt and Road”
Initiative has significantly reduced the level of regional labor mismatch, and this conclusion
still holds after adopting the propensity score matching method and a series of robustness
tests. The mechanism analysis shows that the “Belt and Road” Initiative can improve labor
misallocation through market scale mechanism, in which the international market size
mechanism is more significant, but the domestic market size mechanism is not significant.
Further study finds that the improvement effect of the “Belt and Road” Initiative on regional
labor misallocation is more significant in regions with a better institutional environment. The
findings of the study contain the following policy implications. Firstly, it is necessary to
encourage internationalization such as export, cross-border investment and setting up
branches overseas, so that labor factors can participate in the global division of labor through
commodity exports, direct cross-border employment or indirect industrial transfer. Secondly,
it is necessary to break local protectionism and other market segmentation barriers to better
release the domestic demand dividend and make full use of the large domestic market and the
“Belt and Road” Initiative to expand the worldwide market. Thirdly, special attention
should be paid to promoting domestic market-oriented reform, constantly improving the
institutional environment, narrowing the space for rent-seeking and speculation, and
guaranteeing the effectiveness of the “Belt and Road” Initiative on labor misallocation
improvement.

Keywords: “Belt and Road” Initiative; labor misallocation; market scale; institutional

environment; DID
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