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How Does Floating Population Affect Firms’ Exports

ZHANG Mingzhi CHEN Rongjing

(Xiamen University, Xiamen, China)

Abstract This paper studies the influence of urban floating population on firms’ exports and its mechanism.
Theoretically, we not only put forward the “cost mechanism” that the urban floating population promotes firms’ ex-
ports by reducing wages and analyze the “human capital mechanism” that the floating population with high levels of
human capital promotes firms’ exports by increasing firms’ productivity, but also discuss the possibility of the exist-
ence of “crowding effect” and “complementary effect”. Empirically, we use the Chinese Industrial Enterprises Data-
base and China Urban Construction Yearbooks to verify the impact and its mechanism of the floating population on
firms’ export. Empirical results of our benchmark model indicate that the inflow of urban floating population signifi-
cantly promotes firms’ export. Empirical tests of the impact mechanism show that the inflow of urban floating popula-
tion reduces firms’ production cost and promotes their export, proving the existence of the cost mechanism; the inflow
of floating population with higher levels of human capital increases the level of human capital in the local city and then
promotes firms’ export, indicating the existence of the human capital mechanism. Further empirical results suggest
there exist the “crowding effect” and the “complementary effect” in the human capital mechanism.

Keywords Floating Population; Firm’s Export; Cost Mechanism; Human Capital Mechanism
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