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ABSTRACT

Since the economic reform in 1978, China’s rapid economic growth was
mainly driven by mobilizing rural surplus labor to the urban sector for the pro-
cess of industrialization and urbanization. However, the implementation of the
HuKou (household resgistration) system in 1958 restricted labor mobility across
sectors, particularly from the rural to the urban sector, leading to a dualistic
development phenomenon in China. This paper adopts data from the 2008
RUMICI survey to investigate wage differential and discrimination between
urban and migrant workers in China using the Oaxaca decomposition method
with Heckman’s sample selection correction. Our estimation results show that
after correction for sample selection, the real wage differential is greater than
the observed one. Among the wage differential, 30-40% can be attributed to
endowment effects and 66-70% is left unexplained as discrimination effects, of
which 46% is in favor of urban labor and 54% is at the disadvantage of migrant
labor. However, we also find that the reward for human capital variables such
as health, work experience, and education is higher for migrant workers, while
on the basis of gender, marital status, job contract, ways to find a job, occupation
and industry choice, there exist severe institutional barriers for and discrimina-
tion against migrant workers.
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