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Can the Free Flow of Factors Lead to Regional Coordinated
Development? A Theoretical Hypothesis and Empirical

Test Based on “Coordinated Agglomeration”
WANG Bida, SU Jing ( Lanzhou University of Finance and Economics, 730101)
Abstract: The spatial agglomeration of economic activities is the source of contemporary economic growth based
on quality and efficiency improvement, and the existing literature mostly studies the regional differences in the
process of economic agglomeration from the perspective of factor flow. However, if the factor flow is introduced
into the regional production function for derivation, it is found that the expansion of the scale of non-regional
factor concentration can improve not only the labor productivity of the factor inflow region, but also the marginal

¢

productivity of labor in the outflow region. Based on this, the paper takes the “coordinated concentration” as
the core concept, and constructs the theoretical hypothesis of modulation development of the factor in the free
flow by expanding the modern agglomeration model. The empirical results further show that although China’s
factors flow to the eastern developed areas on a large scale, and are increasingly clustering in megacities and
cities, the flow improves not only the labor productivity of inflow regions, but also the essential marginal
productivity of outflow regions, and stimulates the market potential and factor flow of outflow regions from the
demand side. At the same time, the efficiency of factor allocation is constantly improving, leading to the trend
of “coordinated agglomeration”. Therefore, the eastern region should improve labor productivity by optimizing
the public service system and the western region should increase the factor return rate and yield by establishing
and improving the mechanism of free flow of factors. This will be an effective way for China to form a market-

oriented regional coordinated development mechanism in the new era.
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