
Data:      China 2005 1% National Population Sample Survey 
(NPSS). For the sampling method and questionnaires 
of this micro-census, please see the website of State
StatisticalBureau: 
http://www.stats.gov.cn/tjgb/rkpcgb/qgrkpcgb/t200603
16_402310923.htm 

Area:           Eleven provinces located in the southeast part of China, 
which cover more than half (52.4%) of the country’s 
population and account for 73.8 % of the nation’s GDP. 
These areas include the major origins and destinations 
of rural-urban migrants in contemporary China

Methods:    Spline regression model; Hierarchical linear model; 
and, Spacial model dealing with errors’ spatial 
autocorrelation heteroskedasticity

Should We Have Been Born Urban: Hukou Types and Dual Labor 
Market at Southeast China in 2005

� Studies on China have found a significant difference 
between urban and rural areas in terms of returns to 
education - the returns to education in rural areas are 
much lower than those in urban areas after 1990s.

� There are arguments that attribute all the discriminations 
against rural immigrant labors to “prejudice”, which 
means an antipathy based on faulty and inflexible 
generalization and might be directed toward a minority 
group or an individual of that group.

� Some economists, on the other hand, pointed that wage 
discrimination might be based on reasons other than 
prejudice and personal characters such as gender, age 
and race. It might be a costless way to separate those 
employees with higher productivity and human capital.

Questions:
� Do the returns to education play a role in explanation of 

this wage disparity based on hukou status? 
� Which theory, the scapegoat theory or information 

economics, is more preferable in explaining China’s 
wage disparity based on hukou status?
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Figure 1. The location map of studied areas

Figure 2. Indication map for three geographical variables
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Figure 3. Relative returns to education at different educational levels 
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Figure 4. Returns to education after controlling geographical factors

Results- returns to education and China’s dual labor market

Figure 5. LISA Cluster Map for log wage after purging person-level effect
Notes: A is calculated from the overall samples; 
B is calculated from people with non-agricultural hukou in urban areas (N= 135,693); 
C refers to people with agricultural hukou in urban areas (N= 186,195); 
D refers to people with agricultural hukou in rural areas (N= 307,483).

Note: N=145. Model 1 and 2 refer to people with non-agricultural hukou in urban areas; model 3 and 4 refer to people with agricultural hukou in urban 
areas, a: Person-level’s within effect is purged from each model using the coefficients generated by centering person-level independent variables around 
their group means. b: This variable is computed from people located in urban areas in that region. c: Moran’s I is a statistic used to depict degrees of 
spatial autocorrelation (see Anselin, 1995). The z-value of Moran’s I is generated from randomization with 9999 computations to achieve a robust 
estimation (Anselin, 2005).

� Theories of information economics, rather 
than prejudice, are preferred to explain 
the wage disparity based on hukou status. 
Agricultural hukou might serves as a 
signal for lower quality of education 
received, due to the unequal educational 
investment and policy in urban and rural 
areas. 

� The gap of returns to education is a way 
to explain wage discrimination against 
rural immigrants, rather than prejudice. 

� The hypothesis that education may 
engender wage disparity in the dual labor 
market with “primary” and “secondary”
sectors was proved in explaining China’s 
rural-urban migration and related 
bewildering phenomenon. 

Conclusions
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