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1. Data, Facts, and Back-of-the-
Envelope Calculation
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IR A. Spatial Distribution of Income

Panel A. Real GDP /worker, relative to mean
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I B. Migration Policies and Patterns

Panel B. Migrant share of total employment
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Heilongjiang
. R
Jilin
Inner Mongolia
Xinjiang Liaoning
I Ij\] A7 IIN T4y B
- BFHRBRK & AR e
Gansu Ningxia Shanxi Shandong
Qinghai e —
Henan Jiangsu
TABLE 1—STOCK OF MIGRANT WORKERS IN CHINA e Shahghai
Siehuan oy noaing - Znejiang
Inter-provincial Intra-provincial cuimoy TN Jlangx;um
u u
2000 2005 2000 2005 Yunnan
Guangxi

Total migrant stock (millions) 26.5 49.0 90.1 120.4

Share of total employment (%) Hainan
Total migrants 4.2 7.2 14.3 2.7

Agriculture-to-non-agriculture migrants 34 5.6 13.1 16.4

Migrant share of
employment (%): o 10 20 30
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C. Trade Policies and Patterns

TABLE 2—INTERNAL AND EXTERNAL TRADE SHARES OF CHINA

R E&E Exporter Tl
Beijing  North  Central  South  Central other
Importer Northeast Tianjin Coast Coast Coast region Northwest Southwest Abroad prov.

LN LN Year 2002
¢ fé W —l_lé ﬁl\—{_ 9I\ Northeast 87.9 0.7 1.0 0.8 1.3 1.1 0.8 0.9 3.5 6.6
Beijing/Tianjin 3.9 63.4 9.4 3.0 2.6 33 1.4 1.2 11.9 24.8
North Coast 1.8 33 79.8 34 1.8 3.8 0.9 0.8 44 15.8
2N N _ Central Coast 0.2 0.2 0.6 81.0 1.5 24 0.5 0.5 13.3 5.7
¢ /é 9}1& D I_I—:l‘ tt—%‘ IzZl_\‘ South Coast 0.5 0.4 0.5 2.6 123 1.9 0.4 1.5 19.8 7.9
Central region 0.6 0.3 1.1 4.8 23 87.8 0.7 0.7 1.8 10.4
N Northwest 2.0 0.8 21 33 4.5 3.6 77.4 3.8 2.6 20.0
jﬁ D I_I_:[‘ tt j:/)j [[:I:I[ }%Lﬂ Southwest 0.9 0.3 04 1.8 43 1.4 0.9 88.0 2.0 10.0
Abroad 0.0 0.0 0.0 0.1 0.2 0.0 0.0 0.0 99.6 -

Year 2007
Northeast 78.7 2.0 2.0 0.9 2.9 1.0 1.4 0.9 10.4 10.9
Beijing/Tianjin 3.8 62.3 10.1 1.5 24 1.8 2.1 0.7 13.5 22.2
North Coast 2.1 5.8 76.8 1.5 1.5 3.7 23 0.8 5.5 L7
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 49 4.0 73.0 29 1.8 5.9 21,1
Northwest 2.3 2.2 4.8 2.7 59 3.6 65.6 3.6 9.8 24.6
Southwest 1.6 1.2 1.7 L7 8.4 1.9 32 73.8 6.6 19.6

Abroad 0.0 0.1 0.1 04 0.2 0.0 0.0 0.0 99.1 9-




{49k &

Fudan University

I D. Potential Gains from Migration and Trade
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2. Quantitative Model
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I Assumptions:
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A. Worker Preferences &

e, B- Production, Trade, and Goods Prices
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I C. Incomes of Workers
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I D. Internal Migration & E. Solving the Model
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Proposition 1:

ik (Vk {ff/p‘m)

‘/ \ . . . . m{ﬂ —
The share of (n, j) -registered workers who migrate to (i, k) is 5. (Vk 5/ ) (10)
) ) k N = k' ni'/ Mni
v'Total employment at (i, k) is L; = Zj YN mkL
E S 8 G

Proposition 2:

/K
v The change in aggregate welfare is W = ) Z wh V3o (infl,) / (11)

]i’!

1/k e i
where wJ’ X L{1 V{,l 5{;',1 (m{{n) is region n and sector j 5 initial contribution to welfare

v'Similarly, the change in real GDPis ¥ — Z Z SIViti (12)

where qbf x V! L;’,l is the contribution of regzon n and sector j to initial real GDP,
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F. Calibration

TABLE 3—CALIBRATED MODEL PARAMETERS AND INITIAL VALUES

Parameter Value Description

(8%, 5™) (0.29,0.22) Labor’s share of output
(™9™ (0.28,0.03) Land’s share of output
(08", " 8) (0.60,0.06) Intermediate input shares
% 0.095 Agriculture’s share of final demand
a 0.87 Goods’ expenditure share
6 4 Elasticity of trade

K 1.3 Elasticity of migration
7 Data Bilateral trade shares
mi,; Data Bilateral migration shares
E{, Data Hukou registrations
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3. Inferring Migration and
Trade Costs
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I A. Migration Costs
a (vkel/uB)"

ni ot g I & N 1/k
i 2 (VE 83 uh) ik — 1 (Vi) (mh, ¢ .
Honi = s \vi ] \mk , forn # i
& =1 ifn FHiwerjk - e

Average migration costs uk

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

Overall 0.174 2.82 231 C082)  HBRER TG
Agriculture to non-agriculture migration cost changes AR, BN
Oyergll . 0.16 2.63 2.16 0.82 IR A BT I ) A
Within province 0.13 2.21 1.83 0.83 i I
Between provinces 0.03 23.21 15.43 0.61 M/MRZ
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 12.2 0.58
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I A. Migration Costs
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I B. Trade Costs
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I B. Trade Costs

TABLE 6—BILATERAL TRADE CosTs IN 2002 AND THE CHANGE TO 2007

Exporter

Beijing North Central South Central
Importer Northeast Tianjin Coast Coast Coast region Northwest Southwest  Abroad
Average trade cost levels in 2002
Northeast 2.61 2:39 3.65 271 332 2.57 3.36 3.43
Beijing/Tianjin 2.60 1.92 3.13 244 3.08 2.66 3.44 2.84
North Coast 279 1.87 2.69 251 2.58 2.53 3.61 3.30
Central Coast 3.80 327 2.89 2:21 227 2.70 3.34 243
South Coast 3.74 339 3.59 291 3.03 3.08 293 2.62
Central region 3.18 2.94 2.53 2.15 2.06 2.46 3.12 4.08
Northwest 3.02 3.07 2.96 2.94 2.50 295 2.89 4.61
Southwest 3:10 3.20 347 2.95 1.96 3.08 2.38 4.25
Abroad 4.94 4.10 4.75 3.37 2.63 6.05 5.79 6.32
Average trade cost changes from 2002 to 2007
Northeast 0.91 0.90 0.84 0.83 0.88 0.92 0.88 0.81
Beijing /Tianjin 0.84 0.89 0.91 0.89 0.80 0.75 0.85 0.78
North Coast 0.87 0.93 1.00 0.87 0.78 0.72 0.77 0.80
Central Coast 0.76 0.88 0.92 0.88 0.82 0.74 0.85 0.81
South Coast 0.77 0.93 0.87 0.92 0.81 0.72 0.80 0.92
Central region 0.88 0.91 0.85 0.96 0.90 0.78 0.84 0.75
Northwest 0.99 0.92 0.85 0.96 0.88 0.86 0.87 0.68
Southwest 0.89 0.94 0.83 0.97 0.85 0.82 0.78 0.74
Abroad 0.88 0.93 0.92 0.98 1.05 0.77 0.64 0.79

{h2k &

Fudan University

T R b [X THT I = B
RETH TS 5 AR
{HAH L T-2002,
2007 FEA XI5

[ 1 N A0 BE T A
ST N




4.Quantitative Analysis
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A. Lower Migration Costs &

WM. B. The Effect of Lower Trade Costs

TAaBLE 8—EFFECTS OF TRADE COST CHANGES

TABLE 7—EFFECTS OF VARIOUS MIGRATION COST CHANGES
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Trade shares

Migrant stock (%)

Real GDP Aggregate

Trade shares

Migrant stock (%)

Real GDP  Aggregate

(p-p- change) Within Between per worker  welfare (p-p- change) Within Between  Per worker  welfare
Internal External ~ province province (%) (%) Internal External  province province (%) (%)

All 0.1 0.1 14.5 80.8 4.8 11.1 Internal trade 92 0.7 0.8 —1.8 112 11.4
No land inputs 0.1 0.2 14.4 85.6 53 8.4 External trade o 3.9 1.8 2.4 4.0 29
And no housing 0.1 0.2 13.8 90.4 6.5 7.6 All trade 8.2 2.8 2.5 0.5 15.2 14.1
Andf — oo —0.2 0.1 23.2 119.2 11.8 6.2

No Change in migration
Agriculture to non-agriculture migration cost changes Internal trade 9.1 -0.7 - - 11.2 1.2
Overall 0.1 0.1 15.2 52.9 4.3 | External trade —0.7 3.9 - - 34 3.4
Within provinces —0.0 —0.1 22.8 -9.7 2.0 59 All trade 8.2 2.8 - - 14.5 14.5
Between provinces 0.1 0.2 -7.0 69.9 2.8 3.5

No intermediate inputs
Between provinces migration cost changes Internal trade 86  —0.5 0.3 —-1.4 3.0 3.3
Overall 0.2 0.3 -7.8 97.9 3.2 5.5 External trade —0.7 3.9 1.5 1.6 1.1 0.3
Within agriculture —0.0 0.0 —0.1 2.3 -0.0 0.1 All trade 7.6 3.2 1.6 1 4.1 3.5
Within non-agriculture 0.1 0.1 —1.0 30.9 0:7 2.2

No intermediate inputs and no change in migration

B . Internal trade 86  —0.5 e - 3.1 3.1
« FHECIEPRSAE 25, NS 2 AN R sk GDP I v ik B 2 3 Ejl[emg‘ Lot 07 zg - - 22 2-2
trade : 3. - - 3.
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I C. Decomposing China’s Recent Economic Growth

TABLE 9—DECOMPOSING CHINA’S AGGREGATE LABOR ProDUCTIVITY GROWTH

Marginal effects

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

Overall (all changes) 57.1 - —
Productivity changes 36.9 0.64 1.3
Internal trade cost changes 102 0.18 0.3
External trade cost changes 4.5 0.08 A
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

o A5 M N OB A PR S IETTER 7 1/300 B K, BN R 5 AR N DB A2 5 28%, 1
[E B 57 2 AR 15 8%
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5. Potential Gains from Further
Reform
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A. Further Reductions in Trade and
e Migration Costs

TABLE 10—POTENTIAL 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

o INERE N R A &IEE N Fs) L
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I B. [and Reform

TABLE 11—EFFECT OF INDIVIDUAL OWNERSHIP LAND REFORM

Percent change

Welfare 11.8
Real GDP —24
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 21 10.9
Stock of migrants, rural-urban 14.0 19.1

o b HISCER AN DR s E S AR AR T, (HESCGDPA T T
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6. Conclusion
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I Conclusion
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Thanks for listening!
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