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Regional resource misallocation and transportation infrastructure:

empirical evidence from China
ZHOU Haibo' HU Hanhui' XIE Chengyang' DAI Meng’

(1. School of Economics and Management Southeast University Nanjing 211189 China;
2. Beijing Changping District Commission of Development and Reform Beijing 102200 China)

Abstract: The unbalanced development of transportation infrastructure is one of the internal root causes of interregional
misallocation of resources. Based on the heterogeneous enterprises” monopoly competition model this paper estimates the lev—
el of resource misallocation in China’s manufacturing industry using the data of Chinese industrial enterprises during 1999—
2007. Then this paper combines it with provincialdevel transportation infrastructure data to build panel data and empirically
studies the relationship between the level of transportation infrastructure and resource allocation efficiency in the East Middle
and West. The results show that there is a relative supply shortage of resources in eastern China while there is a relative sur—
plus of resources in central and western China. In these three regions the misallocation degree of capital is becoming more
and more serious while the misallocation degree of labor force is gradually eased. The improvement of regional transportation
infrastructure can mitigate or eliminate the misallocation of resources through promoting the adjustment of industrial structure
eliminating the market segmentation and improving the precision of division. By regional comparison we also find that the in—
fluence coefficient of transportation infrastructure on the efficiency of resource allocation is the largest in the east the second
in the west and smallest in the middle. Therefore in order to make full use of its function of optimizing resource allocation
the construction of transportation infrastructure should be carried out simultaneously with the development of technology the
expansion of investment scale the improvement of supporting facilities and the improvement of public service.

Key words: resource misallocation; transportation infrastructure; total factor productivity; influence mechanism; re—

gional difference; system GMM
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