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And Provincial Capital Returns Disparity
Sun Wei', Liu Zhichao®
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Abstract: This paper attempts to reveal capital returns variation rules which are leaded by
workers” migration selection and their changed firms’ factors input and allocation with
technological bias under the market mechanism in the frame of labor migration. The variation
rules reflects characteristics of capital returns rise in inflow region, decline in outflow region and
different from overall decline. Furthermore, the paper analyzes the mechanism of the effect of
different factors input and allocation on economic development. According to the differentiation
of capital returns in the framework of labor migration, this paper uses yearbook data, designs
migration index by annual growth of industrial relative employees which matches with regional
economy and makes an in-depth study by panel threshold model and unbalanced panel model on
the mechanism of capital returns variation rules which are leaded by workers’ migration selection,
their changed firms’ factors input and allocation. The results show that when threshold gap of
high income and low income is about 6600 RMB, workers choose their migration selection and
immigrate into the highest income regions from low-income regions. Due to labor inflow, supply
increment and the marginal output rate of labor is significantly higher than capital, firms choose
to put more labor to promote output growth and technology biases on labor in inflow region.
However, because of labor outflow and supplements reduction, the firms have to choose capital
instead of labor and technology biases on capital. Labor migration selection and its changed firms’
factors input and allocation lead to a different variation rules of capital returns in inflow and
outflow region. Labor migration and its changed elements input containing technology bias
accelerate capital returns to rise, while labor outflow is inhibiting capital returns rise in outflow
region and even declining capital returns. Outflow of labor and capital factors spontaneously and
continuously leads to slowdown and even decline in economic growth. However, excessive inflow
of labor and capital factors not only promotes economic growth, but also increases the burden of
resources in inflow region. The factor input and capital returns which are changed by labor
migration lead to inter provincial economic growth diffusing in the end.

KEYWORDS: Capital returns; Market mechanism; Labor migration; Technology bias



