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Why We Stay in Our Homeland: Birthplace City Identity Rent

and the Labor Migration Decision
ZHANG Lei (Xiangtan University, 411105)
DENG Ziqi (Jinan University, 510632)
ZHANG Chuanchuan (Zhejiang University, 310058)
Summary: The inter-regional inequality of opportunities is not conducive to the optimal allocation of
factors and the coordinated development of regions within the national market. Birthplace status rent refers
to the premium of birthplace status that is determined by the environmental factors of the area (such as

living space environment, macroeconomic environment, social environment and other special regional
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advantages) at the time of birth, but cannot be explained by personal characteristics and acquired efforts

(negative rent is called birthplace status loss), and is essentially a kind of opportunity inequality. This paper
measures the level of identity rent across Chinese cities, and analyzes the influence of birthplace identity
rent on labor migration decisions from the perspective of the place of departure, which is of great
significance for promoting common prosperity and regional coordination and accelerating the building of a
unified national market.

Based on the decomposition of income inequality using county-level data, this paper finds that about
69% of the total income inequality in China comes from inter-city contribution, which verifies the existence
of regional identity premium or loss in Chinese cities. Based on Milanovic’s citizenship rent model and the
data of 1% population sample survey, this paper finds that the relative rent and the absolute rent owned by
residents in different cities vary greatly, so does the birthplace rent held by different income groups. This
paper also finds that the higher the birthplace status rent, the more likely the labor force will stay in the city
for work, and it is more so for well-educated people, government officials and rural population than for
people with low education, non-government workers and urban population. The return of population may
lead to the spatial clustering of the people in high-rent cities.

The contributions of this paper are as follows: First, different from the study of “environment-effort”,
this paper directly calculates the rent of urban resident identity in China, and intuitively reflects the level of
premium or loss associated with the birth status of urban residents. Second, different from the literature on
population flow from the perspective of individual characteristics or place of migration, this paper verifies
the spatial solidification effect of the place of birth status rent on labor allocation from the perspective of
place of migration. Third, compared with Milanovic’s research, this paper analyzes the impact of identity
rent in birth cities on labor migration decisions.

In order to realize the full flow of labor and fully tap human resources in a unified national market, it is
necessary to further eliminate the birthplace status premium not determined by individual efforts and narrow
the regional development gap. The intervention compensation mainly depends on the institutional supply of
the government, which means that the government must play a role in regional coordinated development.
Keywords: Birthplace City Identity Rent, Inequality of Opportunity, Labor Mobility, Human Resource,
Unified National Market
JEL: D63, J01, J61
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