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Factor Allocation and Industrial Structure Optimization in
Labor Return Migration: Also Focus on “Northeast
Dilemma” and “Northeast Prescription”

Sun Wei"?, Liu Zhichao"’

(1. Center for Quantitative Economics, Jilin University, Jilin Changchun 130012, China;
2. School of Business, Jilin University, Jilin Changchun 130012, China )

Summary: In view of state-owned enterprises system dependence, poor job mobility and
excessive government intervention in Northeast China and this special phenomenon of the
theoretical deviation from the fact that the matching degree of industrial structure and
employment structure in Northeast China is superior to eastern coastal areas, based on two kinds
of indicators reflecting the degree of industrial structure optimization, namely industrial structure
supererogation and industrial structural deviation degree, this paper makes theoretical analysis and
empirical test to provides a new explanation of factor allocation and the industrial structure
evolution mechanisms of state-owned and non-state-owned enterprises from a perspective of labor
migration. Then in the framework of labor return migration, it gives suggestions about how to
reverse a decline in industrial structure supererogation in labor outflow areas like Northeast China
and avoid the deviation of industrial structure from employment structure. The results show that a
reduction in labor factor supply resulting from labor migration leads to sliding capital return rate
and industrial structure supererogation, and an increase in labor factor supply resulting from labor
return migration accelerates rising capital return rate and industrial structure supererogation. Labor
migration and return migration lead to highly inter-provincial differentiation of industrial
structure direct, but the inter-provincial evolution of the deviation of industry structure from
employment structure is the indirect result of labor outflow and return migration after the division
of state-owned and non-state-owned enterprises. The initial value of state-owned enterprises in
Northeast China is relatively high, so the deviation degree of its industrial structure from
employment structure is better than that of the eastern coastal areas and return migration areas.
But after controlling output share of state-owned enterprises, labor factor reduction significantly
accelerates the deviation of industry structure from employment structure and an increase in factor
supply resulting from labor return migration reverses the deterioration of industrial structure and

avoids the deviation of industry structure from employment structure, finally promoting the
(FH 5 6210)
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executives, and then decrease the efficiency of enterprise incentive mechanism, leading to a sharp
decline in enterprise value in the end. To solve this problem, we should further improve the
supporting system of labor legislation and socialist market economy system, and speed up the
transformation of development way, so as to create sound conditions and system base for the
construction of harmonious labor relationship and a harmonious society. This paper enriches the
literature of the economic consequences research of “Labor Contract Law”, and shows that the
enforcement of labor protection law should consider the interests of executives and employees at
the same time, in order to reach the “win-win’ situation between internal stakeholders, then build

fair and justice enterprise labor relations, and win the maximization of social welfare.
Key words: labor protection; performance-pay sensitivity; labor relation; labor intensity;
corporate governance

(wwiE%iE: LTHK)

(LHEE4370)

optimization and upgrading of industrial structure. Factor allocation and industrial structure
research in the framework of labor return migration provides certain references for grasping
economic growth rule at present stage, revealing the economic development troubles and putting
forward targeted “prescription” in Northeast China, and finally avoiding population losses and
productivity efficiency & economy differentiation. If labor return migration could be promoted
significantly, labor return migration could not only retard or prevent absolute and relative
insufficiency of labor and capital factor supply in the process of economic growth, but also highly
increase industrial structural supererogation and the matching of industrial structure and
employment structure. Moreover, industrial structure supererogation is an effective response of
labor productivity. And productivity improvement could promote wage rise, finally forming a
virtuous cycle of rising wages, increasing labor factor supply, optimizing industrial structure and

continually rising wages.
Key words: labor return migration; capital return rate; industrial structural deviation degree;
industrial structure supererogation
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