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Wage Growth Effect of Migrants in China’s Industrial Development:
Microscopic Evidence from China Migrant Dynamic Survey

Hu Qian™, Xia Xiaohua' and Huang Guitian™
(‘a. School of Economics, Peking University; b. Institute of Industry and Culture, Peking University;
¢. School of Applied Economics, Renmin University of China )

Summary: China has launched a growing war for talent across cities since the beginning of 2017. Many second-
tier, provincial capital cities and even some third— or fourth—tier cities with great potential have rushed to introduce
new loose household registration policies, hoping to attract the most talented. However, will such a new deal on house-
hold registration definitely work? What is the core of urban talent competitiveness? We try to answer how industrial
development affects local wage income of migrant laborers and their inflow by explaining why labor force with the
same human capital endowment have different income levels in different cities or industries.

Specifically, using the combined data of China Migrants Dynamic Survey (or CMDS) in 2010~2015 and the mac-
ro data at the municipal level, this article measures the coordination degree of the industrial development within the
region so as to locate the industrial evolution stages in different regions and then studies its impact on the wage in-
come and welfare effect of migration as well as mechanism of the above effects. We find that the higher the develop-
ment level of industrial structure in a city, the stronger the effect on the wage growth of migrants. Meanwhile, the
main reason for wage premium is the self—selection effect of migration and the agglomeration effect of urban econo-
my. Ignoring the selection effect of migrant labor force will probably overestimate the wage premium effect of industri-
al development. Furthermore, wage premium effect on migrants at different income levels shows an obvious L-shaped
feature. From the perspective of skill complementarity, the more the internal industrial structure of the city tends to
be coordinated, the more obvious the benefits for the relatively low—income migrants. In addition, relatively high—in-
come migrants also enjoys the positive externalities resulted from stronger industrial development due to the differ-
ence in return on education. Moreover, the wage premium effect of urban industrial structure adjustment and upgrad-
ing is significantly positive regardless of the actual wage analysis based on the comparable cost of living between cit-
ies or the net utility analysis of the disposable income in the migrant registration area, which also explains the contin-
uous flow of labor force into the cities.

The above conclusions enlighten us that the core of urban talent competitiveness is still in the industrial founda-
tion and employment positions. To attract talents, policies should be designated to strengthen the industrial base. In
addition, the essence of urban agglomeration economy is to produce external economic effects through learning, shar-
ing and matching. To this end, we should tap into and make good use of the potential of urban agglomeration econo-
my. In the new round of urban competition, cities should base their development needs on their own, make efforts to
enhance the inclusiveness of talent introduction and form a pattern in which the high and low skills of the labor force
complement each other for the goal of economic development.

Overall, there may be two marginal contributions as follows: First, scholars such as Combes (2008, 2012, 2013)
generally attributed the source of spatial wage gap to the externality of the urban economy, but did not track the
causes of this effect. This article focuses on the industrial development as the root of urban externality, and mainly
discusses wage premium effect of industrial development. Second, it is in high demand for data quality for a research
of sources of wage differentials in China’s migrant laborers especially based on the personal and urban—industrial per-
spectives. The CMDS data used in this article can provide more accurate and credible estimates for the above ques-
tions due to the new survey time and rich variable information covering a wide range of cities.

Keywords: industrial structure; labor migration; wage income; selection effect; agglomeration effect

JEL Classification: J31, O11, R10
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