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The Source of Urban Immigrants” Income Growth in China:

A New Explanation from the Perspective of Human Capital Externality

Sun Sanbai

Abstract: This paper investigates the four kinds of mechanisms of human capital externality on out—
city migrants” income growth at the first time then provided a new explanation for income growth in China
from the medium perspective. We found that human capital externality increased individuals” annual income
significantly. Instrumental variable estimation results confirmed that human capital stock or Jacobs external
of location city higher than hometown city are the sources of out-city migrants” income growth; but labor
density is negatively related to out-eity migrants” income growth and Marshall external had no significant
effect on out-city migrants” income growth. For the out-eity migrants the ratio of location city’s rate of col-
lege student and hometown city’s rate of college student increased 1%  their annual income growth 0. 2% ;
the ratio of Jacobs external increased 1% their annual income growth 0. 1% .
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