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Regional Talent Subsidy Policies and the Efficiency of Labor
Allocation: Evidence from a Quantitative Spatial General

Equilibrium Model
MA Caoyuan, TANG Heyan and SUN Siyang

(School of Economics and Finance, Xi’ an Jiaotong University)

Summary: Orderly mobility and efficient allocation of labor are fundamental to improving total factor pro-
ductivity and sustaining long-run economic growth. In recent years, as high-skilled labor has become rela-
tively scarcer, local governments across China have widely adopted policy instruments such as talent subsi-
dies to strengthen their attractiveness to high-skilled labor, thereby intensifying interregional competition for
talent to some extent. Existing studies typically evaluate the local effects of talent-attraction policies at the
city or firm level, yet within a nationally integrated labor market, these policies may reshape the spatial dis-
tribution of labor through cross-region externalities, thereby influencing aggregate allocation efficiency and
output. Against this backdrop, this paper conducts a systematic analysis of talent subsidy policies that com-
bines policy quantification with a general equilibrium evaluation.

The paper begins by systematically compiling talent subsidy policy documents at the prefecture-city
level in China from 2000 to 2020 to construct comparable measures of policy intensity. Policies are mea-
sured by education tier and subsidy form, and are then aggregated into a city-level composite subsidy index,
thereby establishing a more granular and cross-city comparable data foundation for subsequent quantitative
analysis. Building on these measurements, the paper develops a quantitative spatial general equilibrium
model with heterogeneous skill types. Under unified market-clearing conditions and mobility constraints,
the model characterizes how talent subsidies affect migration choices of high-skilled labor as well as local
and aggregate output, and counterfactual simulations are conducted to identify policy effects.

The main findings are as follows. From the global perspective of overall economic efficiency, city-
level talent subsidy policies alter the spatial allocation of high-skilled labor and reduce allocation efficiency,
resulting in a net loss in overall economic efficiency and output, and this conclusion remains robust across
multiple checks. From the local perspective of an individual region, talent subsidies exhibit strong strategic
appeal: subsidies implemented elsewhere often depress the target region’ s output through talent realloca-
tion, whereas when the target region also implements subsidies, its own output typically rises, with the mag-
nitude of the increase positively related to subsidy intensity. Talent subsidies may therefore display a
dominant-strategy feature at the regional level, yet within a nationally integrated market, they can lead to
lower efficiency and output losses. In addition, the paper quantifies the effects of settlement facilitation poli-
cies that accompany talent subsidies. The results show that lowering settlement thresholds can improve
overall allocation efficiency to some extent by reducing migration frictions, but non-synchronized reforms
across regions constrain the full realization of the potential gains from hukou reform, highlighting the im-
portance of interregional policy coordination and rule consistency for the market-oriented reform of labor
factors.

This paper makes three contributions. First, it provides the first systematic general equilibrium evalua-
tion of talent subsidy policies in terms of allocation efficiency consequences and net aggregate output ef-
fects, thereby deepening understanding of local policy interactions and factor misallocation mechanisms.
Second, this study systematically compiles talent subsidy policy documents of Chinese cities (2000-2020)
and quantifies their intensity, thereby improving the measurement of these policies in the Chinese context.
Third, drawing on the empirical and quantitative findings, it derives policy implications for regulating talent
subsidy competition and offers actionable guidance for improving labor allocation efficiency and advancing
a unified national factor market.

Keywords: Talent Subsidy Policies; Cross-regional Labor Allocation; Quantitative Spatial General Equilib-
rium
JEL Classification: J61, R13, H77
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