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Is Exchange Rate Fluctuation Conducive to Improvement

of Industrial Resource Allocation Efficiency?
LI Xiaojing'*, ZHANG Ying’, LIU Cheng*
(1. Shanghai Development Research Institute, Shanghai Party Institute of CPC, Shanghai 200233, China;
2. School of Economics, Fudan University, Shanghai 200433, China;
3. Institute of Economics, Chinese Academy of Social Science, Beijing 100732, China;
4. Business School, Renmin University of China, Beijing 100872, China)

Abstract: A correct view of exchange rate fluctuations in the reform process of factor marketization has become the key to
optimizing resource allocation during the period of high-quality development. Based on the 2000—2009 industrial enterprise
database, customs trade database,and 2000—2018 IFS bilateral RMB exchange rate data, this paper constructs a subdivided
manufacturing real effective exchange rate volatility index to test the impact of exchange rate volatility on the resource allocation
distortion indicator “productivity dispersion” and its mechanism. Research shows the following: (1) Increased real effective
exchange rate fluctuations will significantly reduce productivity dispersion of enterprises in the industry, thereby improving the
efficiency of manufacturing resource allocation. (2) Real exchange rate fluctuations significantly affect the industry productivity
dispersion through entry and exit effects of enterprises and trade transfer effect. (3 ) The productivity dispersion of
labor-intensive and capital-intensive industries is more sensitive to real exchange rate fluctuations, and industries with a higher
proportion of foreign-funded enterprises also exhibit similar characteristics. (4) There is a significant “U” -shaped relationship
between real exchange rate fluctuations and productivity dispersion, but the exchange rate is still in the efficiency improvement
range.

Key words : RMB real effective exchange rate; exchange rate fluctuation; productivitydispersion; resource allocation efficiency
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