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P, —JEFRRIS AR o WO AN B A8 B ECHE AR 5 55 B 1 7 SR H RE KO Fil T
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Digital Trade Openness and Resolution of Labor Market Challenges in China:

A Dual Perspective on Factor Market Power and Resource Allocation

ZHU Zhujun? WU Yiting' FANG Chao'
(1.School of Economics, Zhejiang Gongshang University ;
2.Research Center for Digital Innovation and Global Value Chain Upgrade,
Zhejiang Gongshang University )

Summary: Under open economic conditions, China’s labor market suffers from a
“dual dilemma” of “high markdown and low labor resource allocation efficiency, ”
conflicting with the strategic goal of achieving high quality and full employment. Thus, the
rapid development of digital trade openness is represented by the establishment of the
Cross—border E-—commerce Comprehensive Pilot Zone (henceforth the Zone) , which is a
critical pathway to solve this “Dual Dilemma”. This study incorporates technological bias
and factor upgrading into the multi-region general equilibrium model to reveal the
mechanism through which digital trade openness affects the firm—level wage markdown. It
reveals three channels, such as wage effect, labor—biased technological progress, and
adjustment of the labor force size.

Our study utilizes the 2016~2020 National Taxation Survey Database and Recruitment
Dataset to analyze the impact of the policy of the Zone on markdown and markdown
dispersion. The findings reveal that (1) Overall, the policy has significantly reduced
firms’ labor market power. (2) Mechanistically, the policy of the Zone generates labor
market effects by increasing the wage proportion, promoting labor—biased technological
progress , facilitating the adjustment of the labor force size. (3) Regarding the moderating
effect, the policy has a more favorable impact on nondigital industries. Both the “skill-
industry mismatch” and the segmentation of the factor market have negative moderating
effects, while cross—border e—commerce platforms have a positive moderating effect. The
degree of institutional innovation in each city has a positive moderating effect, and the

moderating effect based on the “six systems” classification system (information sharing,
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financial services, intelligent logistics, e—commerce credit, statistical monitoring, and
risk prevention) is heterogeneous. Notably, advancements in information sharing and
intelligent logistics demonstrate the most prominent moderating impacts. The positive
moderating effect of institutional innovation based on local comparative advantages has a
stronger coupling coordination, revealing that the average coupling coordination degree
decreases the wage reduction in the moderately coordinated group by 3.27%. (4) Further
research reveals that the policy shock, through the effect of resource reallocation among
industries and firms, has reduced the markdown dispersion at the regional and industry
levels and improved the allocation efficiency of labor resources. This study has reference
value for solving the labor market predicament under the open digital trade environment
and implementing the employment priority strategy based on high—quality development.

The contributions of this study are as follows. (1) Within the framework of a multi—
regional general equilibrium model, this study expands the literature by incorporating the
skill structure of labor factors and biased technological progress and constructs a theoretical
model to explain the market power of labor factors in enterprises under the openness of
digital trade. (2) This study uses the advanced structural model method to more effectively
identify firm-level wage markdown. Based on the “China Occupational Classification
Dictionary (2022 Edition) ” and according to the work definition and the degree of
influence of digital technology on tasks, it distinguishes labor forces into research and
design analysis, management service operation, and production creation and maintenance
categories, providing an empirical method for identifying high— and low-skilled labor
forces. (3) This study conducts a policy text analysis of the policy implementation plan of
cross—border e—commerce pilot zones using the structured clauses corresponding to the
advanced chapters of the Comprehensive and Progressive Agreement for Trans—pacific
Partnership as the frontiers and obtains the overall depth index of institutional innovation.
(4) Regarding the proposed enabling optimization policy system , it implements the policy
requirement in the “15th Five—Year Plan” proposal of “increasing the proportion of labor
remuneration in the primary distribution, ” and this study proposes an optimization policy
to solve the dilemma in the labor market.

Keywords: Digital Trade Openness; Institutional Innovation; Cross—border E-

commerce ; Markdown ; Resource Allocation Efficiency
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