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1. Introduction

Income Distribution and Migration Patterns
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Panel B. Migrant share of total employment
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TABLE 1—STOCK OF MIGRANT WORKERS IN CHINA

Inter-provincial Intra-provincial

2000 2005 2000 2005
Total migrant stock (millions) 26.5 49.0 90.1 120.4
Share of total employment (%)
Total migrants 4.2 7:2 14.3 17:7
Agriculture-to-non-agriculture migrants 34 5.6 13:1 16.4
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1. Introduction

Trade Policies and Trade Patterns

TABLE 2—INTERNAL AND EXTERNAL TRADE SHARES OF CHINA

Exporter
Total
Beijing  North  Central ~ South  Central other
Importer Northeast Tianjin Coast Coast Coast region Northwest Southwest Abroad prov.
Year 2002
Northeast 0.7 1.0 0.8 1.3 1.1 0.8 0.9 5.5 6.6
Beijing/Tianjin 3.9 63.4 9.4 3.0 2.6 3.3 1.4 1.2 11.9 24.8
North Coast 1.8 3.3 79.8 34 1.8 3.8 0.9 0.8 4.4 15.8
Central Coast 0.2 0.2 0.6 81.0 1.5 24 0.5 0.5 13.3 5.7
South Coast 0.5 0.4 0.5 2.6 723 1.9 0.4 15 19.8 7.9
Central region 0.6 0.3 1.1 4.8 23 0.7 0.7 1.8 10.4
Northwest 2.0 0.8 251 33 4.5 3.6 79.4 3.8 2.6 20.0
Southwest 0.9 0.3 0.4 1.8 43 1.4 0.9 2.0 10.0
Abroad 0.0 0.0 0.0 Q.1 0.2 0.0 0.0 0.0 99.6 -
Year 2007
Northeast 78.7 2.0 2.0 0.9 207 1.0 1.4 0.9 10.4 10.9
Beijing/Tianjin 3.8 62.3 10.1 1.5 2.4 1.8 2.1 0.7 15.5 2.2
North Coast 2.1 5.8 76.8 1.5 1.5 3.7 2.3 0.8 5.5 17:7
Central Coast 1.1 0.7 1.4 76.8 1.8 4.8 1.7 0.9 10.8 12.4
South Coast 1.5 0.9 1.7 5.2 68.5 3.6 1.8 2.8 14.1 17.4
Central region 1.7 1.4 4.5 4.9 4.0 73.0 2.9 1.8 59 21.1
Northwest 2.3 22 4.8 2.7 55 3.6 65.6 3.6 9.8 24.6
Southwest 1.6 1.2 1.7 17 8.4 1.9 3.2 73.8 6.6 19.6
Abroad 0.0 0.1 0.1 0.4 0.2 0.0 0.0 0.0 99.1 -
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1. Introduction

Potential Gains from Migration and Trade

B AYGDP B 2 A8 3t 3 K .

y= ) il y=) oyl
n,j n,j
] j
DN TYEDIRCY
n,j o n,J ”-

A& 3% Arkolakis, Costinot, and Rodriguez-Clare (2012)6942 A

b .

:zj 7 \~-1/6
nn

7 gy=2n’} n;A: z 2l 1An’ Zn]wf gy Z wngA;

AR A




1. Introduction

D. Potential Gains from Migration and Trade
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2. Theoretical Framework




2.Theoretical Framework

A. Worker Preferences
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2.Theoretical Framework

B. Production, Trade, and Goods Prices
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2.Theoretical Framework

B. Production, Trade, and Goods Prices
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2.Theoretical Framework

C. Incomes of Workers
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2.Theoretical Framework

C. Incomes of Workers
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2.Theoretical Framework

D. Internal Migration
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2.Theoretical Framework

E. Comparison
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2.Theoretical Framework

F. Preparation for the Empirical Analysis
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3. Empirical Analysis




3. Empirical Analysis

Calibration

TABLE 3—CALIBRATED MODEL PARAMETERS AND INITIAL VALUES

Parameter Value Description

(8%, 8™) (0.29,0.22) Labor’s share of output
(n%,n™) (0.28,0.03) Land’s share of output
(o= gPaE (0.60,0.06) Intermediate input shares
T/ 0.095 Agriculture’s share of final demand
a 0.87 Goods’ expenditure share
() -+ Elasticity of trade

K 5 Elasticity of migration
. Data Bilateral trade shares
m,; Data Bilateral migration shares
_‘i Data Hukou registrations
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3 Empirical Analysis |
Migration Cost

TABLE 5—MIGRATION RATES AND AVERAGE MIGRATION COSTS

Average migration costs /i,

Initial share of Level in Level in Relative
employment 2000 2005 change

Overall 0.174 2.82 2.31 0.82
Agriculture to non-agriculture migration cost changes
Overall 0.16 2.63 2.16 0.82
Within province 0.13 2.21] 1.83 0.83
Between provinces 0.03 25.21 15.43 0.61
Between provinces migration cost changes
Overall 0.04 24.75 15.08 0.61
Within agriculture 0.003 47.67 42.22 0.89
Within non-agriculture 0.01 21.02 122 0.58
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Migration Cost
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Table 19: Migration Costs and Distance Regressions

~

Migration Costs “,{,K
Year 2000 Year 2005 Change in Migration Costs um

Log Bilateral Distance, [n(dy;) 1.01 0.94 -0.07  -0.07 0.03
[0.03] [0.03] [0.02] [0.02] [0.03]
New Highway Built 0.01 1.67

[0.03] [0.29]

Distance : New Highway
[0.04]

origin province-sector FEs Yes Yes Yes Yes Yes
Obs. 3480 3480 3480 3480 3480
R’ 0.573 0.615 0.227 0.227 0.235

Notes: Displays the relationship between distance, migration costs, and migration cost changes. The "New Highway Built"
dummy identifies whether a new highway was completed between 2000 and 2005 connecting the capital cities of the two

irovinces.
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Migration Cost
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Figure 4: Migration Costs ,u;z’fc by Age Cohort in 2005
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~________ 3.Empirical Analysis
Trade Cost
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Trade Cost

Figure 3: Asymmetries in Trade Costs: Exporter-Specific Costs
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3. Empirical Analysis

Lower Migration Cost
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TaBLE 7T—EFFECTS OF VARIOUS MIGRATION CosT CHANGES
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Trade shares Migrant stock (%)  Real GDP Aggregate
(p.p- change) Within Between Per worker  welfare
Internal External province province (%) (%)

All 0.1 0.1 14.5 80.8 4.8 11.1
No land inputs 0.1 0.2 14.4 85.6 5.3 8.4
And no housing 0.1 02 13.8 90.4 6.5 7.6
And  — —0.2 0.1 23.2 119.2 11.8 6.2
Agriculture to non-agriculture migration cost changes
Overall 0.1 0.1 152 529 4.3 9.1
Within provinces 200 —0.1 22.8 —-07 2.0 '
Between provinces 0.1 0.2 -7.0 69.9 2.8 35
Between provinces migration cost changes
Overall 0.2 0.3 —7.8 97.9 3.2 55
Within agriculture —0.0 0.0 —0.1 2.3 —0.0 0.1
Within non-agriculture 0.1 0.1 =10 309 0.7 22




3. Empirical Analysis

Lower Trade Cost
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TABLE 8—FEFFECTS OF TRADE CoST CHANGES

Trade shares Migrant stock (%) Real GDP Aggregate
(p-p- change) Within Between per worker welfare
- - (%) (%)
Internal External province province
Internal trade 9.2 ) B4 0.8 i g 11.2 11.4
External trade —-0.7 3.9 1.8 2.4 4.0 29
All trade 8.2 2.8 2.5 0.5 15.2 14.1
No Change in migration
Internal trade 9.1 -0.7 - - 11,2 11.2
External trade 0.7 39 - = 34 34
All trade 8.2 2.8 — o 14.5 14.5
No intermediate inputs
Internal trade 8.6 =05 0.3 =214 3.0 3.3
External trade —0.7 3.9 1.5 1.6 1.1 0.3
All trade 7.6 3.2 1.6 0.1 4.1 3.3
No intermediate inputs and no change in migration
Internal trade 8.6 —0.5 - - 3.1 3.1
External trade 0.7 39 = = ; }
All trade 7.6 3.2 - — 37 37




3. Empirical Analysis

Decomposing China’s Recent Economic Growth

TABLE 9—DECcoMPOSING CHINA'S AGGREGATE LABOR ProDUCTIVITY GROWTH

Marginal effects

Real GDP per Share of Standard
worker growth (%) growth deviation (%)

Overall (all changes) 271 = —
Productivity changes 36.9 0.64 13
Internal trade cost changes 10.2 0.18 0.3
External trade cost changes 4.5 0.08 0.7
Migration cost changes 5.6 0.10 0.9
Of the migration cost changes

Between-province, within-non-agriculture 0.9 0.02 0.4
Between-province, within-agriculture 0.0 0.00 0.0
Between-province, agriculture-non-agriculture 3.2 0.06 0.9
Within-province, agriculture-non-agriculture 1.5 0.03 0.3
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3. Empirical Analysis

Further Reductions in Trade and Migration Costs

TABLE 10—PoOTENTIAL GAINS FROM FURTHER TRADE AND MIGRATION LIBERALIZATION

Relative to 2005 equilibrium

Change in Aggregate

real GDP (%) welfare (%)
Average internal trade costs as in Canada 12.5 16.3
A 1/3 inter-provincial migrant share 12.8 45.6
Both together 26.0 69.2
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~________ 3.Empirical Analysis
Land Reform
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TABLE 1 1—EFFECT OF INDIVIDUAL OWNERSHIP LAND REFORM

Percent change

Welfare 11.8
Real GDP —2.4
Migration, within-province 96.3
Migration, between-province 38.0

Share of population (%)

Initial equilibrium New equilibrium
Agricultural workers 529 56.6
Stock of migrants, urban-rural 2.1 10.9
Stock of migrants, rural-urban 14.0 19.1
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3. Empirical Analysis

Conclusion
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4. Critical Thinking
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4. Critical Thinking

A A
1. FRFRMEGANARK }ﬂ % %% (Price Independent Generalized Linearity)
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Decomposing China’s growth, income convergence, and structural change.

Five-year Share of five-

change year change (%)

2005 2010 2015 2005 2010 2015
Aggregate Real GDP Growth (%)
Data 63.1 65.0 36.3
Overall 54.3 55.0 349 100.0 100.0 100.0
Productivity Changes 38.4 51.9 18.0 69.5 95.8 47.3
Internal Trade Costs 8.3 -1.8 - 15.9 —-4.7 -
External Trade Costs 4.7 -0.1 - 9.2 -04 -
Migration Costs 4.1 5.5 6.5 8.0 10.6 20.3
Capital Wedges 0.5 -0.1 -0.5 0.7 -0.1 -1.7
Average Real Capital Cost Changes  —1.7 -0.5 10.9 -3.3 -1.2 34.1
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End

Thanks for Listening!
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