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Institutional Heterogeneity, Transaction Cost and Factor Flow in the GBA
Linda Chelan Li* Gao chunliang?
(1. Department of Public Policy City University of Hong Kong, Hong Kong, 999077
2. NJUE Development Research Center of the NanJing Metropolis NanJing » 210064 )

Abstract : The flow of factors is the key to restrict the deepening of cooperation in the Greater Bay Area.
Based on the transaction cost theory, an analytical framework of regional cost structure, enterprise cost preference,
factor flow, and institutional changes is established to reveal the internal mechanism that factor flow affects
institutional changes: the matching of regional cost structure and enterprise cost preference promotes factor flow.
Influencing local economic growth, institutional change is a response to the flow of factors. Based on the analysis of
the flow of factors in Dawan District, the conclusion shows that changing the system heterogeneity leads to high
transaction costs and negatively affects the development of Hong Kong and Macao; Human capital is replacing
material capital as an important area of cooperation in the Greater Bay Area. Therefore, the Mainland should reduce
transaction costs through institutional changes, create an environment for human capital spillage in Hong Kong and
Macao, and promote the construction of the Dawan District.
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