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(REHE: TINE; IR K PBE)

Can the Internet Really Correct the Mismatch of Factors?
YAN Xingyu', WANG Yuzhou®

(1. Jiangsu Modern Service Industrial Research Institute, Nanjing University of Finance and Economics, Nanjing 210023, China;

2. School of International Economics and Trade, Nanjing University of Finance and Economics, Nanjing 210023, China)

Abstract ; The efficient and rational allocation of production factors is a necessary condition for the high-quality development
of China’s manufacturing industry. With the rapid development of the Internet as a new type of production factor, data plays a
key role in the development of the digital economy and has a major influence on the allocation of traditional capital and labor
factors. Based on the panel data of 282 prefecture-level cities in China from 2003 to 2018, this paper calculates the mismatch
index of capital and labor factors, analyzes the relationship between Internet development level and resource mismatch, and
verifies the cost mechanism of the Internet to correct the allocation distortion of capital and labor factors as well as the effect of
heterogeneity. This study finds the following: (1) Internet development has significantly adjusted the phenomenon of the
excessive allocation of urban labor and capital, but it has no significant adjustment effect on the insufficient allocation of
factors; (2) the Internet can reduce the opportunity cost of capital and increase the use cost of labor in such a way as to
improve the mismatch of urban factors; (3) Internet correction factor mismatch has the characteristics of network scale, and
cities with higher Internet development level have a more remarkable correction effect on factor mismatch; (4) the correction
effect of the Internet on eastern cities and cities with high overcapacity is more pronounced, while the effect of the central cities
and high-income cities is more comprehensive.

Key words :internet development; factor mismatch; factor price distortion
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