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Why Flow into Big Cities 7; Based on the Estimation of Urban Agglomeration Economics
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Abstract; Urban agglomeration economies significantly affect labor wages. This paper
comprehensively uses city macro data and individual data of labor to effectively estimate urban
agglomeration economies in China through the instrumental variable method. Empirical results show
that there is a noticeable agglomeration economies’ effect during the development of urban economy
in China. The wages of the cities with greater employment density are higher. These results reveal

the main reason that the labor force flows into big cities and more advanced regions. Thus, in order
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to promote urbanization scientifically in China, we should pay enough attention to significant
agglomeration economy effects during urban economic development, deepen the openness of
developed regions and big cities gradually eliminate the institutional obstacles.

Keywords: agglomeration economies; employment density; wage equation; endogeneity
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