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Research Question

I How will the supply of skill respond to the rising demand for skill ?

Figure 1: Imported capital goods, demand for skill and supply of skill

Conclusion

I A city at the 75th percentile experiences a 0.6 percentage points (0.14 standard
deviation) larger increase in skilled labor share than a city at the 25th percentile.

I The rise of skilled labor share could be attributed to skill acquisition (23%), and
migration across cities (59%: more skilled immigrants; 18%: less skilled
emigrants).

The Widening Regional Inequality in China

Figure 2: Share of people with some college education or above

Figure 3: Capital goods imports index

Econometric Specification

I Data: population census data and trade data (2000 and 2010)
I Second Stage

yi = βxi + δzi ,0 + µi

where yi is the changes in college share of city i between 2000 and 2010, xi is
the changes in imported capital goods per capita.
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where yi is the changes in college share of city i between 2000 and 2010, xi is
the changes in imported capital goods per capita.

First Stage

Figure 4: First Stage

Second Stage

Figure 5: Main results

Figure 6: By age

Mechanism

Figure 7: Capital goods imports and skill premium
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