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Abstract

As a high ground of institutional innovation, free trade zones (FTZs) play a pivotal role in regional economic development. This
study employs panel data from prefecture-level cities (2005-2022) and the stepwise difference-in-differences method to examine the
impact of FTZ establishment on manufacturing employment. Results demonstrate that FTZs significantly expand local manufacturing
employment. Further analysis reveals that this employment boost primarily stems from enhanced industrialization levels. Functioning
as China’s key testing ground for deepening reforms and opening-up, FTZs are designed to foster an internationalized, rule-of-law-
based, and business-friendly environment through institutional innovation. Their mission is to attract global resources and facilitate
trade and investment liberalization.
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