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Labor Migration, Coagglomeration and
Matching of City Composition

Hu Zunguo, Wang Yaozhong, Yin Guojun

(School of Economy & Trade, Hunan University » Changsha 410006, China)

Abstract: With multiple industry coagglomeration, a certain type of industry would
enjoy greater productivity from an increase in its own type of worker migration. Thus,
when a city is in a state of employment structure with welfare maximization, at least one
type of workers would enjoy greater utility from bigger labor size in the same industry,
and previous stable city Nash equilibrium is inevitably broken. Furthermore, this same-in-
dustry effect also strengthens the location selection of firms chasing cluster rents and in-
tensifies labor migration to the-same-industry dominated cities, leading to too large cities
and the mismatched city composition through the two-sided selection. Therefore, tradi-
tional urbanization view, namely free population migration will inevitably lead to optimal
city composition and scale and small and medium-sized cities beneficial from strategic in-
dustrial policy will attract more workers, would be strongly questioned. Based on the view
whether optimal city composition is certainly in accordance with complete specialization or
diversification, this paper uses two-sided matching theory for the first time, employs ex-
perimental economics and cooperative game theory to study the matching of population
migration and urbanization in China. Then through the design of three competitive matching
mechanisms, it simulates population migration and makes a systematic empirical analysis. It
shows that there is actually a fact that urbanization strategy oriented by industry clusters in China
may result in dual conflict between city Nash stable equilibrium and Pareto optimal structure.

Key words: coagglomeration; population migration; two-sided matching; city Nash
equilibrium (WiEmE F M)
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