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Abstract

The massive population migration since the 1980s has been one of the most significant
socio-economic transformations in the history of People’s Republic of China. The
floating population', especially those moving from countryside to cities, has contributed
considerably to China’s social and economic development over the past three decades.
However, in China’s urban labour market, migrants have been treated differently from
urban local residents in various aspects because of their rural or non-local household
registration (hukou) status®. The migration process and labour market differentials
between urban locals and migrant workers have drawn considerable attention from both
Chinese and international research communities. Nevertheless, the understanding of
migrants’ destination selectivity and the discrimination against migrants in employment,
earnings and welfare entitlements and benefits has remained far from adequate. This
thesis aims to investigate the effect of regional divergence in socio-economic
development on migrants’ destination selectivity and the contribution of discrimination
against migrant workers to the occupational attainment differentials, wage distribution

differentials and welfare entitlements and benefits differentials.

Based on an integrated theory of migration that synthesises the relevant elements from
the neoclassical approach, the new economics of labour migration and the structural
approach, this research investigates the effect of regional divergence in socio-economic

development on migrants’ choice of destination to developed coastal cities, such as

! The floating population is defined as individuals who have left their original hukou registration

for at least six months but who have continued to hold their original sukou registration.

% The household registration system, or kukou, is an identification system in which every Chinese

citizen is classified as either a rural Aukou resident or an urban hukou resident.
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Beijing, Tianjin and Shanghai rather than other cities. The results show that migrants’
destination selectivity is affected by both the regional divergence in socio-economic
development and the institutional barriers that generated the segmented labour market.
The hukou system and the resulting segmented urban labour market continue to function
in social and labour stratifications, which may render ineffective some push-pull factors
in migration process or may run contrary to the conventional wisdom. Migration has

accelerated rather than reduced regional inequality.

The hukou system and segmented urban labour market not only have a significant effect
on China’s internal migration but also result in severe discrimination against migrant
workers in the urban labour market. Based on an extended analytical framework that
considers both the segregation between urban locals and rural migrants and the
segregation between locals and non-locals, this study examines the extent to which the
discrimination against migrants contributes to occupational attainment differentials,
wage distribution differentials and welfare entitlements and benefits differentials
between urban locals and migrant workers. The decomposition results indicate that the
discrimination against migrant workers contributes to a large proportion of labour market
differentials not only in earnings but also in access to employment and welfare
entitlements and benefits. The extent of discrimination against urban migrants compared
with urban locals is generally greater than the extent of discrimination against rural
migrants compared with urban migrants, which suggests that the segmentation of the
urban labour market is currently dominated by the segregation between locals and
non-locals rather than the segregation between urban locals and rural migrants which was

the case in the era of the planned economic system.

The contribution of this thesis is to empirically extend the application of migration theory,

v



discrimination theory and segmented labour market theory to urban migrants in a
transitional society. The results of this study contribute a better understanding of China’s
internal migration and a clear characterization of the labour market experience of migrant
workers, which could provide evidences and recommendations for the reform of hukou

system and urban labour market.



I dedicate this thesis to my family...
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Chapter 1 Introduction



1.1 Background and Aims
The size and distribution of floating population

In the world’s industrialization and urbanization, no country has experienced such large
and sustained population migration or flow as China in such a short period of time (Fan
2005b). Since the 1980s, economic reforms have widened regional inequality, as
measured by income and job opportunities (Guo and Cheng 2010). For instance, the
urban-rural income gap widened from 2.57-to-1 in 1978 to 3.23-to-1 in 2010 (NBSC
2011c). Moreover, the household registration (hukou)® system that impeded the free flow
of the population has been loosened considerably to meet the demand for cheap labour in
the cities (Chan 2009). As a result, the floating population—defined as individuals who
have left their original Aukou registration for at least six months but who have continued
to hold their original hukou registration—has increased dramatically from nearly 7

million in 1982 to more than 221 million in 2010 (NBSC 1982, NBSC 2011a).

The distribution of the rapidly increasing growth of the floating population has tended to
concentrate in a few developed coastal cities because of imbalanced regional
development. Table 1.1 presents the distribution of the top 50 cities in which the floating
population is concentrated and the corresponding proportions of the floating population.
In 1982, there were 21 cities located in the eastern region and 20 cities in the central
region. The proportions of the floating population attracted by these two regions were
nearly the same at approximately 18%. In the reform era, the Chinese government shifted

the national development priority from inland to coastal regions. The establishment of

3 The household registration system, or hukou, is an identification system in which every Chinese

citizen is classified as either a rural Aukou resident or an urban hukou resident.



special economic zones in coastal regions and a series of spatially biased policies have
increased regional inequalities in terms of growth rates, income levels and employment
opportunities (Kanbur and Zhang 2005). The widening gap in regional socio-economic
development has motivated more population to move from less developed hinterland to
more advanced coastal areas. In 2005, 36 of the top 50 cities were located in the eastern
region and the floating population they attracted accounted for 51.26%. By contrast, only
7 cities were in the central region and the proportion of the floating population located in

that region decreased from 18.02% to 3.56% between 1982 and 2010.

Table 1. 1 Distribution of Top 50 Cities and Proportion of the Floating Population from 1982 to
2005

1982 1990 2000 2005

Number  Floating Number  Floating Number  Floating Number  Floating
of cities  population ofcities  population ofcities  population ofcities  population

(%) (%) (%) (%)
Eastern 21 18.81 25 32.74 37 43.71 36 51.26
Central 20 18.02 16 10.90 6 3.67 7 3.56
Western 9 6.02 9 7.54 7 5.83 7 5.25
Total 50 42.85 50 51.18 50 53.21 50 60.07

Source: Population Censuses of China in 1982, 1990 and 2000; China 1% Population Sample
Survey in 2005

Notes: These figures are likely to under-represent the percentages of floating population in each
region due to the nature of migrants, many of whom are mobile and undocumented (Lavely

2001).

Differentials in employment, wages and welfare entitlement between urban locals and

migrants workers®

*In this study, migrant workers include both urban-to-urban migrants (‘urban migrants’) and

rural-to-urban migrants (‘rural migrants’). Urban migrants work in a surveyed city but hold urban

3



The floating population has contributed approximately 21% of GDP growth and 75% of
urbanization growth between 1978 and 1999 (Zhang and Song 2003, Cai and Wang 1999).
However, due to their non-local Aukou status, the majority of migrant workers are treated
differently from urban locals in society in general (Keung Wong, Li and Song 2007,

Wang 2010).

Many studies show that in the urban labour market migrant workers are more likely to
end up on the bottom rungs of occupational structure and engage in “3-D” jobs (dirty,
dangerous and demeaning) that are rejected by urban locals (Guo and Zhang 2007, Smyth,
Zhai and Li2009). A survey in 2011 indicated that rural migrants were highly represented
in manufacturing, construction and service industries, accounting for more than 50%
(NBSC 2011b). In addition, the employment of migrant workers relied mainly on
individual and private economies, which accounted for 65%, much higher than the

corresponding proportion of urban locals (21%) (NBSC 2001).

Migrant workers tend to earn a lower wage than their urban counterparts, even doing
exactly the same work (Sylvie et al. 2008, Meng, Shen and Xue 2013). In 2004, the
average monthly wage of urban locals was 2.48 times that of migrant workers (Yao, Xu
and Xue 2008). The wage gap has further widened in recent years along with
socio-economic development. A survey in 2009 showed that the monthly wage of urban
locals was 6,394 yuan, which was 4.51 times higher than that of rural migrants (NBSC
2009). Wage differentials are also significant between urban migrants and rural migrants.
The income of urban migrants was 1.54 times that of rural migrants in 2009 (NPFPC

2010).

hukou from another city. Rural migrants work in a surveyed city but hold rural sukou from the

countryside.



There are also growing problems of working overload and wage arrears for migrant
workers. According to the China Urban Labour Survey in 2010, migrant workers worked
27% more hours per week than did urban local workers (Cai and Du 2011). Migrant
workers usually worked 26 days a month and 58.4 hours per week on average; 89.8% of
these migrant workers exceeded the 44 working hours per week regulated by The Labour
Law (NBSC 2010). This implies that the wage inequality between urban locals and
migrant workers might be even larger after adjusting for the difference in working hours.
Moreover, most migrants cannot draw their wages on time. One survey conducted by the
National Bureau of Statistics found that migrants in the construction sector suffered the
highest proportion of wage arrears, at 32.4%, and the corresponding proportion in
manufacturing sector was the lowest, at 12.5% (Cai, Du and Wang 2009). The payment
delay time varied from one month to eight years. The wage arrears of all migrant workers

had reached 100 billion yuan by 2004 (Lan 2009).

Several studies have shown that migrant workers have much lower participation rates
than urban locals in social insurance schemes (Akay, Bargain and Zimmermann 2012,
Fan 2008). The 1% Population Sample Survey in 2005 showed that only 7% of migrant
workers had participated in the unemployment insurance scheme, 15% in the pension
insurance scheme and 18% in medical insurance schemes. Approximately 62% of
migrant workers did not participate in any social insurance schemes (NBSC 2007). The
Investigation on Life Quality of Rural Migrants in 2006 suggested that only 12% and 20%
of migrant workers were entitled to enjoy weekend leave and paid personal leave,

respectively (NBSC 2006).

Housing difficulties, absence of labour contracts and high injury rates have also been

severe problems for migrant workers for many years (Guo and Zhang 2007). Due to their



low wages and lack of urban/local hukou, migrant workers tend to live in inferior or
deprived housing areas, such as factory dormitories and urban villages (Song, Zenou and
Chengri Ding 2008). These places are characterized by small living spaces, poor
surrounding environment and safety harzads (Wang, Wang and Wu 2009). As a
consequence, many migrants are socially and/or residentially segregated from urban
locals (Li and Huang 2006). In terms of migrants’ working conditions, nearly 60% of
migrant workers do not sign labour contracts (National Bureau of Statistics of China,
2010). Even for workers with a labour contract, one-third suggest that their labour
contracts do not specify conditions such as the length of working hours, the employer’s
contribution to social insurance premiums, or the renewal and termination of contracts
(Wang et al., 2009). In addition, migrant workers face high work-related health risks and
some of them suffer from severe occupational injuries and diseases (Tan 2004). Each year
in Guangdong province, a number of migrant workers who are not properly trained in
operating machines lose their fingers, hands or arms, and become physically disabled
(Chan 2001). A significant number of benzene poisoning and pneumoconiosis cases have
been reported in the construction and manufacturing sectors in which migrants are
concentrated, and most of these affected workers are no longer able to work (Xiang

2004).

Literature review

Large scale migration in China and the resulting inequalities between urban locals and
migrant workers are not the exception in the process of industrialization and urbanization.
Many developed economies, such as the U.S, Canada and Australia, have also shown a

similar migration pattern and significant inequalities in labour market outcomes between



immigrant workers and native workers and between racial groups (Green 1999, Forrest
and Johnston 1999). Many theories have been proposed to explain the causes and effects
of migration, such as the neoclassical migration theory (Sjaastad 1962), the new
economics of labour migration (Stark and Bloom 1985, Stark and Taylor 1991) and the
structural theory (Cain 1976). Studies have shown that migration is a complex process
affected by personal characteristics, job opportunities, socio-economic development,
culture and institutions (Buckley 1995, Schultz 1961). Migration also has the potential to
transform individuals and societies in terms of both origins and destinations (Borts and

Stein 1964).

In terms of discrimination’ in the labour market, many empirical studies find that even in
the well-developed labour markets the discrimination against immigrants and minorities
remains widespread and contributes to a large proportion of labour market differentials in
access to employment, earnings and employee benefits (Guenter 2000, Juan and César
2008, Arabsheibani and Wang 2008, Blackaby et al. 2002). For instance, the occupational
prestige for black Americans in a social-skills-oriented labour segment was still
negatively affected by their racial status even if this effect had weakened sharply since the
1970s (Kim and Tamborini 2006). Research on the Australian labour market also implied
that indigenous and Asian men suffered racial discrimination in obtaining skilled
manual/non-manual occupations and professional, managerial or technical occupations
compared with their white counterparts (Borooah and Mangan 2002). Many studies on

income inequalities in developed countries show that 10-60% of wage differentials both

> Discrimination in this study refers to the system/practice/culture/institution in which workers
who have the same capacity, education, training and experience and demonstrate the same
productivity are treated differently in terms of labour benefits, due to otherwise irrelevant

personal characteristics (such as place of birth).



between native and immigrant workers, on the one hand, and among racial groups, on the
other, might be attributed to discrimination, and the extent of discrimination is more
intense at lower income levels (Guenter 2000, Juan and César 2008, Arabsheibani and
Wang 2008). Although only a few studies have been devoted to documenting
discrimination in employee benefits, they all suggest that minorities and female workers
are less likely to be offered fringe benefits, such as pensions and health insurance (Currie
1993, Okunade 1995). All these studies suggest that racial or residential status usually

induce mistreatment and discrimination in the labour market.

Although China’s urban labour market has gone through tremendous changes over the
last thirty years’ economic reform, it is still under developed and relatively informal
(Knight and Yueh 2009). China’s unique hukou system, which links directly to the
employment, social security, public services and other interests, confines the free flow of
population and results in the disadvantaged social status of migrant workers (Fan 2008,

Naughton 2007).

Many existing studies on China’s internal migration suggest that, as with many other
countries, migration is selective of those people whose labour is demanded by the
destinations, such as young, skilled and educated migrants (Willmore, Cao and Xin 2011,
Lin, Wang and Zhao 2004). The socio-economic development divergence between
regions might affect the propensity and direction of migration (Shi and Bao 2007, Fan
2005a). However, researchers have also observed that, different from many capitalist
countries, the hukou system acts as a passport or visa in China’s internal migration (Luo
2012). It not only has a general effect on the push-pull factors, but also makes some of
these factors ineffective or even contrary to the conventional wisdom (Li 2003). There is

increasing evidence that the hukou system and the resulting segmented urban labour



market have brought about the heterogeneity in migration types and destinations (Lu and

Song 2006, Froissart 2008).

The institutional segmentation and discrimination caused by the Aukou system are also
generally believed to be some of the most important explanations for labour market
differentials between urban locals and migrants (Lu and Song 2006, Zhao 2002). The
hukou status has a negative effect on migrants’ access to prestigious jobs in the formal
sectors, wage earnings and entitlement to state-provided social services (Keung Wong et
al. 2007, Knight and Gunatilaka 2010, Démurger et al. 2009). The decomposition of wage
differentials between urban locals and migrant workers indicates that approximately
25-50% of the earnings gap is the result of discrimination (Meng and Zhang 2001,
Maurer-Fazio and Dinh 2004). Migrant workers could be treated even worse after taking

into account urban locals’ non-wage bonus and non-financial benefits (Lee 2012).

The migration process and labour market differentials among urban locals and migrant
workers have drawn considerable attention from both the Chinese and the international
research communities. However, migrants’ destination selectivity and the discrimination
against migrants in employment, earnings and welfare entitlements and benefits have
remained far beyond the outcomes of the research. For instance, the socio-economic
development has increased the regional imbalance, which has resulted in a massive
population migration from the interior to coastal cities. Despite the proliferation of
research on migration in China at a macro level, the effect of regional development
divergence on migrants’ choice of destination to a few developed coastal cities at the
individual level remains under-explored. Moreover, although the labour market
differentials between urban locals and rural migrants have drawn considerable attention

from research communities, the extent of discrimination against rural/urban migrants



across the distribution of wages, in access to employment and welfare entitlements and
benefits has not been empirically quantified. This thesis aims to investigate the effect of
regional divergence in socio-economic development on migrants’ destination selectivity
and the contribution of discrimination against migrant workers to occupational
attainment differentials, wage distribution differentials and welfare entitlements and
benefits differentials. This study aims to empirically extend the application of migration
theory, discrimination theory and segmented labour market theory to urban migrants in a
transitional society. The research on migrants’ destination selectivity and discrimination
in the urban labour market could contribute to a better understanding of China’s internal
migration and provide a full assessment of labour market inequality among workers with

different residential statuses.

1.2 Research Questions

From reviewing the existing literature, the following aspects in relation to the migration
process and the discrimination against migrant workers in employment, earnings and
welfare entitlement are identified and will be extensively investigated. The overarching
research question of the thesis is to examine the effect of regional divergence in
socio-economic development on migrants’ destination selectivity and the extent to which
the discrimination contributes to the labour market inequalities between urban locals and

migrant workers.

Most of the existing literature has examined the interprovincial migration in China at a
macro level and its effect on population distribution and regional development, but how
the regional development divergence affects migrants’ destination choice at the

individual level remains unknown. For potential migrants, there are 30 provincial cities or
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municipalities that serve as the available destination choices before migration. Many
migrants, however, only choose the most-developed cities, such as Beijing, Tianjin and
Shanghai, as their destinations instead of other cities. This study will fill this gap by
examining the way in which the divergence in socio-economic development between

regions affects migrants’ choice of destination to developed coastal cities.

The previous studies usually adopt the analytical framework of the urban-rural dichotomy
to investigate the labour market differentials between urban locals and rural migrants.
Urban migrants are simply either categorized as rural migrants or excluded in the analysis.
However, this framework fails to adapt to the changing composition of migrants, which is
more diversified than it was in the 1980s and early 1990s. In fact, the proportion of urban
migrants has gradually increased to approximately 24% of the floating population in 2000
(Zhang 2007b), and current estimates are even higher. Urban migrants have some
advantages compared with rural migrants due to their urban hukou, but some
disadvantages compared with urban locals due to their non-local Aukou. Thus, they
should be considered as an important group in studying the discrimination against
migrant workers. Nonetheless, little research has been conducted to study the labour
market differentials among the three groups, i.e., urban locals, urban migrants and rural
migrants. This thesis will adopt an extended research framework®, under which urban
migrants are included in a three-group analytical approach, to investigate the labour

market inequalities among the three groups.

Many previous studies only focus on the mean wage gap between urban locals and
migrants in China’s urban labour market (Démurger et al. 2009, Maurer-Fazio and Dinh

2004). Little research has been conducted to estimate the extent of discrimination against

% The extended research framework will be discussed in the section of research framework.
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migrant workers in wage distribution. Some scholars have suggested that rural migrants
are more qualified than urban locals and more desired by employers to undertake
low-wage jobs that are labour-intensive, low-skilled and dangerous (Meng and Zhang
2001). Theoretically, migrant workers may face less or even no discrimination compared
to urban locals with low income levels in the urban labour market. Nevertheless, this
theoretical perspective has not been tested empirically in prior studies. The present study
will extend the literature to estimate the extent of discrimination against migrants across
the distribution of wages by adopting quantile-based regression and decomposition

methods.

In contrast to the vast literature discussing the differentials and determinants in
occupational attainment and in access to a few social insurance schemes between urban
locals and migrant workers (Knight and Yueh 2004, Lin and Zhu 2009), little research has
been done to estimate the extent of discrimination against rural migrants and urban
migrants with respect to access to employment and welfare entitlements and benefits,
such as the total number and individual items of employee benefits. This study will
provide the first empirical research to estimate the extent of discrimination against

migrant workers in occupational attainment and in welfare entitlements and benefits.

The present study aims to fill these literature gaps by investigating the following

questions:

e How does the regional divergence in socio-economic development affect the

destination selectivity of migrants?

e In what ways do personal characteristics, employment status and socio-economic

development affect the occupational attainment, wage earnings and welfare
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entitlements and benefits of urban locals, urban migrants and rural migrants?

e To what extent does discrimination against urban migrants and rural migrants
contribute to occupational attainment differentials, wage distribution differentials
and welfare entitlements and benefits differentials between urban locals and migrant

workers?

1.3 Research Significance

This research has both theoretical and practical significance. From a theoretical
perspective, this study empirically extends the application of migration theory,
discrimination theory and segmented labour market theory to urban migrants and to a
transitional society. Unlike that of the developed economies, China’s experience of
industrialization and urbanization bears some unique characteristics due to its transitional
stage. China’s urban labour market has been undertaking great reforms over the last three
decades, but remains under developed. On the one hand, the Aukou system continues to
function like a passport or visa in China’s internal migration that defines the constraints
and opportunities for migration. On the other hand, this system has fostered a
multi-segmented urban labour market. The institutional segmentation, such as the
urban-rural dichotomy and the segregation between locals and non-locals, has resulted in
the disadvantaged labour market status of migrants and severe discrimination against

them.

This research contributes to a better understanding of the migration process and the
labour market experience of migrant workers in China. This is the first empirical study
that investigates migrants’ destination selectivity at the individual level and

systematically examines the role of discrimination played in migrants’
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integration/segregation in China’s urban labour market. Based on an integrated theory of
migration that synthesizes the relevant elements from the neoclassical approach, the new
economics of labour migration and the structural approach, this study investigates the
effect of regional divergence in socio-economic development on migrants’ choice of
destination to developed coastal cities, such as Beijing, Tianjin and Shanghai rather than

other cities.

Based on an extended analytical framework, this study provides a full assessment of
labour market inequality among workers with different residential statuses and
investigates the role of Aukou status in employment, wages and welfare entitlement
determination in the urban labour market. This research framework extends the widely
used urban-rural dichotomy by considering both the segregation between urban locals
and rural migrants and the segregation between locals and non-locals. Due to urban
migrants’ unique socio-economic status and increasing proportion among the population
of migrant workers, they are included in a three-group analytical approach under this
general research framework. By adopting this extended research framework, this study
provides the first empirical research to quantify the extent of discrimination against urban
migrants and rural migrants in occupational attainment, wages and welfare entitlements
and benefits. In addition, this study extends the literature to estimate the extent of
discrimination against migrants across the distribution of wages by adopting
quantile-based regression and decomposition methods, which contributes a clearer

characterization of migrant workers’ labour market experience.

As will be readily apparent, this study is not simply an issue of academic interest but one
of considerable practical significance as well, especially with regards to the reform of the

hukou system and the urban labour market. The problems of population migration and
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migrant workers’ living conditions and working status have always been issues of focus,
which have attracted the great concern of policymakers and the academic community.
The Chinese government has committed itself to formulating policies and regulations to
guide population migration and improve migrants’ socio-economic status since the 1990s;
however, these attempts have met with limited success (Meng and Zhang 2010). Due to
the institutional constraints in access to well-paid and secure jobs and public services, the
migrant labour shortage in urban areas and the labour surplus in rural areas are likely to
co-exist today and in the future (Knight, Deng and Li 2011). The social status of migrant
workers is moving from bad to worse as the labour market differentials widen between

urban locals and migrant workers (Démurger et al. 2009).

On the one hand, the institutional barriers and resulting discrimination against migrant
workers have brought about an increasing number of conflicts between employers and
migrant workers and between local residents and migrant workers, which could threaten
social stability (Chen 2010, Chan 2012). On the other hand, they have resulted in a
significant reduction of labour productivity and a waste of social resources as workers
may have been located in a position mismatching their capacity and urban locals may
receive a wage higher than their marginal productivity of labour (MPL) while migrant
workers may gain a wage lower than their MPL. Unless there is a fundamental reform of
the hukou system and the urban labour market, the problems caused by the institutional
barriers and discrimination may damage the sustainability of China’s socio-economic
development and the process of urbanization. Furthermore, the world’s economic
development would also be negatively affected because China has become an
increasingly important player on the world’s stage; by 2009, China had become the

world’s second-largest economy and the top contributor to global GDP growth by
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producing 8.6% of global GDP (Lin 2011). The labour shortage in the migrant-dominated

export manufacturing sector would slow down Chinese and global economic growth.

This research contributes to the public debate about how to continually attract and retain
migrants in large cities in the context of an emerging shortage of labour. For instance,
there is a need for further reform of the hukou system and the urban labour market to
promote equal pay and equal access to employment. As suggested by some scholars, the
reform should be directed to disconnect the hukou status from job opportunities and the
distribution of employee benefits and public services (Cai 2011, Cheng et al. 2013) and to
eliminate institutional constraints on movements between segments in the urban labour
market (Meng and Zhang 2001). Efforts also need to be made to change the economic and
employment structures in both origins and destinations to realize the optimal allocation of
human capital and other resources to reduce regional inequality. Moreover, this study
also contributes to the public debate about how to establish effective anti-discrimination
labour policies to eliminate the mistreatment for migrant workers. The results suggest that
there has been a profound transformation from a hukou-dominated urban-rural dichotomy
in China’s urban labour market in the early stages of the economic reforms to a new
present dichotomy characterized by the segregation between locals and non-locals.
Therefore, the anti-discrimination policy in China’s urban labour market should be more
oriented to eliminate the segregation between locals and non-locals rather than only the
segregation between rural migrants and urban locals. Furthermore, urban migrants should
be considered when these policies and regulations are formulated because of their unique
socio-economic status. The findings and recommendations provided by this study could
contribute significantly to socio-economic development in China and the rest of the

world.
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1.4 Research Framework

Figure 1.1 presents the framework for research in migrants’ destination selectivity. Many
theories have been proposed to investigate the migration process and its role in
population distribution and regional development. The neoclassical migration theory
argues that migration is a response to spatial disparities in socio-economic development
and the result of individuals’ rational estimation of the expected income and long-term
returns (Lee 1966, Todaro 1976). The new economics of labour migration has widened
the narrow focus of the neoclassical migration theory on labour markets and wages (Stark
and Bloom 1985, Stark and Taylor 1991). It assumes that some key markets besides the
labour market, such as futures, capital, and insurance, are imperfect, inaccessible, or
nonexistent (Massey and Espinosa 1997). People migrate to manage risk and obtain
access to capital which could lessen production and investment constraints (Taylor 1999).
However, both the neoclassical migration theory and the new economics of labour
migration ignore the institutional factors that could shape migration and the opportunity
structure in the labour market in many socialist countries, particularly in China. The
structural approach provides a valuable theoretical supplement by emphasizing the wider
institutional and market processes. It examines the interaction between labour market

segmentation and migration.
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Figure 1. 1 Research Framework for Destination Selectivity

Some scholars suggest that no single migration theory can fully explain the phenomenon
of Chinese internal migration (Chan, Liu and Yang 1999). This research therefore adopts
an integrated theory of migration by synthesizing the relevant elements from the
neoclassical approach, the new economics of labour migration and the structural
approach to investigate the migration flow and migrants’ choice of destination to Beijing,
Tianjin and Shanghai. For instance, the neoclassical perspective is adopted to examine
the effect of regional divergence in socio-economic development on migrants’
destination selectivity and the effect of migration on regional inequalities. The structural
perspective is adopted to investigate the effect of the hukou system and the resulting
segmented urban labour market on push-pull factors in destination selection. The
institutional barriers might nullify certain push-pull factors in destination selectivity or
even cause them to run contrary to conventional wisdom. The new economics of labour
migration is adopted to analyze the effect of social networks on migrants’ choice of

destination.

Figure 1.2 shows the research framework for investigating the discrimination against
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migrant workers in China’s urban labour market. The segmented labour market theory
suggests that the labour market is segmented into primary and secondary sectors by the
institutional constraints, such as the regulations on migration, ethnicity and residential
status (Doeringer and Piore 1985). The primary sector is organized in an internal labour
market and characterized by good pay, well-defined career ladders, favorable working
conditions and job security, whereas the secondary sector is characterized by low pay,
poor working conditions and a high rate of mobility (Sakamoto and Chen 1991). The
movement between the two sectors is strictly restricted (Smith 2003), which results in a
disadvantageous status of certain groups who are largely confined to the secondary labour
market (McDonald and Solow 1981). The bulk of research has found sustained
discrimination against minorities based on the segmented labour market theory

(Sakamoto and Chen 1991, Thomas and Vallée 1996, Xu, Tan and Wang 2006).
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Figure 1. 2 Research Framework for Discrimination in the Urban Labour Market
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A segmented urban labour market resulting from the Aukou system has also been
observed in China (Knight and Yueh 2009, Appleton et al. 2004). The hukou system
functions as an “invisible wall” between urban locals and migrant workers and has
resulted in the segregation between urban locals and rural migrants and the segregation
between locals and non-locals in the urban labour market (Maurer-Fazio and Dinh 2004,
Zhang 2007a). Because of their non-local hukou status, migrants are socially and
economically separated from—and considered inferior to local residents (Laurence 2002).
Typically, migrants are not allowed access to most permanent positions that are
characterized by better pay, better work environment and benefits in the formal sectors.
They are confined to private and informal sectors and engage in labour-intensive,
low-skilled and hazardous jobs that are rejected by urban locals (Knight and Song 1995,
Fan 2003). In addition, migrants have limited access to the urban social security system
and they are socially and/or residentially segregated from local residents by living in

low-income, inferior or deprived housing areas (Li and Huang 2006, Song et al. 2008).

The present study adopts an extended research framework to examine the differentials in
labour market outcomes, such as occupational attainment, wage earnings and welfare
entitlement, among the three groups. This research framework considers both the
segregation between urban locals and rural migrants and the segregation between locals
and non-locals (Guo and Zhang 2012). It argues that, on the one hand, the urban-rural
dichotomy in the urban labour market has been weakening as a result of the loosened
restrictions on rural-urban migration and rural migrants’ employment in urban cities. On
the other hand, the segregation between locals and non-locals has become increasingly
more dominant in the segmentation of China’s urban labour market because of the

growing local protectionism in favour of urban locals.
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Under this general analytical framework, urban migrants are included in a three-group
analytical approach. This approach investigates the labour market differentials among the
three groups, i.e., between urban locals and urban migrants, between urban locals and
rural migrants, and between urban migrants and rural migrants. This approach could
better reflect the reality of the two types of segregation in China’s urban labour market
and their interactions. The segregation between urban locals and rural migrants continues
to affect rural migrants, while the segregation between locals and non-locals affects both

rural migrants and urban migrants who are non-locals in their destination.

As indicated by many previous studies, the labour market differentials between the two
groups are the results of heterogeneity in productivity-related characteristics, such as
personal characteristics, employment status and socio-economic development, and the
difference in returns to these productivity-related characteristics, which is often attributed
to discrimination that is based on residential status or gender (Brown, Moon and Zoloth
1980, Solinger 1999, Sylvie et al. 2008, Borjas 1995). This study investigates the
discrimination against migrant workers in occupational attainment, wages and welfare

entitlement based on the extended research framework.

To examine which form of segregation dominates the current segmentation of the urban

labour market, we set up three hypotheses:

H1: If the labour market outcomes of urban migrants are similar to those of urban
residents, but significantly better than those of rural migrants, the segregation between

urban locals and rural migrants dominates in the segmentation of the urban labour market.

H2: If the labour market outcomes of urban migrants are similar to those of rural migrants,

but significantly worse than those of urban locals, the segmentation of the urban labour
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market is mainly determined by the segregation between locals and non-locals.

H3: Discrimination contributes significantly to the labour market outcome differentials
between urban residents and rural migrants but less significantly between urban residents

and urban migrants.

1.5 Data and Methodology
Data source

The data used in this thesis comes from the Rural Migrant Labour in Large Chinese Cities
Survey, a Discovery Project funded by the Australian Research Council. It was conducted
by Macquarie University and Nankai University in Beijing, Shanghai, Tianjin and
Guangzhou in 2008. The survey adopted a multi-stage stratified random sampling
method. All districts in the four cities were taken as a sample frame. In each city, one
urban and one suburban district were randomly selected, and two neighborhood
committees (juweihui) were randomly chosen from each district; finally, one hundred
randomly selected households in each selected neighbourhood committee (including both
local households and migrant households) were interviewed with the aid of
questionnaires to collect both individual and household data. The information collected in
this survey includes individuals’ personal characteristics, wages, employment status,
migration time, places of origin and destination. The survey finally received 1,797 valid
questionnaire responses, with a 99.6% effective rate. Among them 1,017 were rural

migrants (57%), 378 were urban migrants (21%) and 397 were local residents (22%)

The research adopts a series of econometric models, including the conditional logit model,
the multinomial logit model, the quantile regression and decomposition model, the

negative binomial distribution model and the Oaxaca-Blinder decomposition method, to
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investigate migrants’ destination selectivity and the discrimination against urban
migrants and rural migrants in employment, wage earnings and welfare entitlement in the

urban labour market.
Destination selectivity

Many previous studies have employed the pull-push model to investigate the
determinants of China’s internal migration (Chen and Coulson 2002, Wang, Yang and
Zhang 2011). However, these studies only focus on the effect of pull and push factors in
migration decision making. They neglect how the regional divergence in socio-economic
development affects migrants’ choice of destination to a few developed coastal cities
instead of other destinations. The conditional logit model is therefore adopted to examine
migrants’ destination selectivity. The conditional logit model is developed from the
multi-category logit model and is appropriate when the choice among alternatives is
modeled as a function of the characteristics of the alternatives, rather than (or in addition
to) the characteristics of the individual making the choice (Hoffman and Duncan 1988).
The multinomial logit model considers the impact of personal characteristics on the
alternatives, whereas the conditional logit model pays much more attention to the impact

of characteristics of the alternatives themselves (Liang and White 1997).

The factors determining the migration are found to be intuitively complex, multifaceted
and interactive (Wang et al. 2011, Fan 2008). A sector of socio-economic development
indicators, such as wage levels, job opportunities, industrial structure, road area per capita,
social network, distance and so on, is included in this study to investigate the divergence
of socio-economic development between regions on migrants’ destination selectivity. In
addition, research on migration mostly assumes that destination attributes do not vary

across origins and that potential migrants can equally access destinations in terms of

23



transportation and information (Liang and White 1997). However, this assumption may
overestimate migrants’ responses to destination factors and ignore the relative impact of
origin factors (Chan et al. 1999). Some studies indicate that the effects of socio-economic
development in origins and destinations on the migration propensity are asymmetrical.
The pull factors usually play a more important role in migration decision-making (Fields

1982). In light of this, most variables in this study take the form of ratios.
Discrimination in occupational attainment

In this study, occupations in the urban labour market are divided into four categories after
considering the official statistics and categorizations in previous studies (Yang and Guo
1996, Sun and Fan 2010). The four occupational categories are white-collar jobs
(including administrative and managerial jobs, professional and technical jobs), office
clerical jobs, production-related jobs (including agricultural jobs, industrial production
and transportation jobs), and service jobs (including business and service jobs, retail and
restaurant service jobs and other jobs). The rationale of classifying occupations into these
four categories is that occupations in the same category share many similarities and

receive similar treatment in China’s urban labour market.

Because the occupations are unordered categorical dependent variables with more than
two possible outcomes, the multinomial logit model is an often-used strategy to estimate
the probability that a worker is employed in one of four broadly defined categories. This
model is a straightforward extension of the logistic model and allows the effects of
independent variables to vary for different outcomes without following the multivariate
normal distribution (Press and Wilson 1978). It is appropriate for analysing the
relationships between a number of covariates and a dependent variable with more than

two possible unordered outcomes (Yang and Guo 1996, Agresti 2002).
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Based on the estimated coefficients of the three groups’ occupational attainment, the
Oaxaca-Blinder decomposition approach is employed to evaluate the extent of
discrimination against migrant workers. This method decomposes the occupational
attainment differentials into two components. The explained portion measures the
employment gap due to the difference in mean productivity-related characteristics
between two groups, and the unexplained portion measures the employment gap due
to the difference in returns to productivity-related characteristics between the members of
two groups. This unexplained portion of the employment gap is often attributed to

discrimination.

The decomposition results may differ according to which group’s occupational
attainment is chosen as the non-discriminatory norm. For instance, the extent of
discrimination might be estimated based on urban locals’ occupational attainment
determination rule or based on migrant workers’ occupational determination rule. The
results will not be identical and will be sensitive to the chosen path. To ensure the
robustness of results, this study addresses this index number problem or path-dependence

by reporting the average of both possible Oaxaca-Blinder decomposition results.
Discrimination in wage earnings

The distributional analysis of wage differentials has attracted much attention in labour
economics over the last decade due to the increasing wage inequalities in many countries.
Similar to other countries, severe inequalities were found among urban migrants and
urban locals in China who had Gini coefficients of 0.54 and 0.52 in 2008, respectively;
the Gini coefficient among rural migrants was lower but still considerable (0.43) (Guo
and Cheng 2010). The quantile-based regression and decomposition approaches are

employed to untangle the sources of wage distribution differentials between urban locals
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and migrant workers. These approaches are able to reveal details of discrimination
against migrant workers across the distribution of wage, in particular at the tails of the
distribution. As suggested by some scholars that migrant workers in China are more
qualified than urban locals in low-tier jobs (Meng and Zhang 2001), the quantile
approaches are more appropriate to analyze whether migrants with low income levels are

being discriminated against.

The previous research indicates that urban locals typically enjoy more in-kind income,
welfare entitlements and employee benefits than migrant workers in the urban labour
market (Fan 2008). However, the non-cash income is not included in this study as a result
of the lack of information in this survey. Thus, the extent of discrimination reported in
this study is likely to underestimate the actual discrimination suffered by migrant workers.
To solve this problem, we employ the method used by Yue, et a/ (2010) in decomposing
wage differentials between monopolistic and competitive industries. This method
assumes that the undervalued percentages of urban locals’ wages are identical across the
distribution of wages, while the absolute number increases with the rise of actual wages.
This assumption is reasonable because bonuses and employee benefits are also

determined by the human capital and employment status of workers.

This method multiplies the wages of urban locals by an adjustment factor larger than 1,
whereas it holds that of migrant workers constant and then decomposes the wage
differentials. Three adjustment factors are selected in this study to represent that the real
income of urban locals is undervalued by different percentages. These adjustment factors
are estimated based on information about urban locals and migrants’ earnings collected in
previous surveys, such as China General Social Survey (2008), China Urban Labour

Survey (2005) and Rural Migrant Workers in Urban Pearl River Delta Survey (2008).
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Discrimination in welfare entitlements and benefits

The welfare entitlements and benefits in this study include public holidays, weekend
leave, medical insurance scheme, pension insurance scheme, unemployment insurance
scheme, and industrial injury insurance scheme. Since the total number of employment
benefits and individual items of benefits are count data and dichotomous variables, the
present study adopts the negative binomial distribution model and the logit model,
respectively to analyze the determinants of welfare entitlements and benefits of the three
groups. Based on the regression results, the Oaxaca-Blinder decomposition method is
adopted to decompose the disparities in the total number of employment benefits and
individual items of benefits between urban locals and migrant workers into the explained
part of the benefit gap caused by the difference in productivity-related characteristics and

the unexplained part of the benefit gap that is caused by discrimination.

To examine the discrimination in more detail, this study adopts the Cotton decomposition
approach, which assumes that the non-discriminatory wage/benefit structure is the simple
weighted average of the observed structures for the two groups, i.e., urban locals and
migrant workers. Unlike the Oaxaca-Blinder decomposition, the Cotton decomposition
further divides the unexplained portion of the benefit gap resulting from the group
differences in estimated coefficients into two parts. One part captures the amount by
which the productivity-related characteristics of urban locals are overvalued (the
‘benefit’ of being urban locals), which indicates that urban locals are considered to be
“superior” to migrant workers. The other part measures the amount by which the
productivity-related characteristics of migrant workers are undervalued (the ‘cost’ of
being migrant workers), which indicates that migrant workers are considered to be

“inferior” to local residents.
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In summary, the results from the analysis using these approaches could enhance our
understanding of migration processes and the discrimination against migrants in China’s
urban labour market. This extends the migration and discrimination literature and also
provides evidence and recommendations for the reform of the hukou system, the urban

labour market and policy making.

1.6 Research Limitations

It should be noted that there are three limitations in investigating the discrimination
against migrant workers. Two potential selectivity issues cannot be addressed in this
study due to the lack of information in the survey. One is the non-random occurrence of
labour market participation, which indicates that not all people who can work are willing
to find a job in the labour market. The selectivity problem would be prominent in
populations in which the labour force participation rate is low, as was the case in
Australia and Germany in the 1980s where such rate was approximately 60% (Blau and
Kahn 2003, Miller and Rummery 1991). Since the participation rates of urban locals and
migrant workers in China are all higher than 80% (Park and Wang 2010), this selection
issue should not be too problematic. One recent study on China, which adopts the
standard Heckman selectivity correction to control for the factors potentially correlated
with the selection of working has also indicated that the participation process had no

significant effect on earnings (Lee 2012).

The other selectivity issue is that migrant workers are not random samples drawn from a
rural population. This may bias the estimation of the extent of discrimination. Rural
migrants usually have better human capital and are more motivated, resilient and have

more ambition than non-migrants in the countryside. Therefore, the extent of

28



discrimination might be even greater if rural migrants were randomly drawn into rural
areas. However, neither this nor any other studies on China has sufficient information to

address this particular selection issue.

Like many studies of discrimination in the labour market, the unexplained portion of
labour market differentials between urban locals and migrant workers cannot be fully
attributed to discrimination. Some unobservable factors, such as workers’ ability to
obtain information, adaptation to urban environments and other productivity-related
factors could not be identified and included in this study. As a result, their contribution to
the labour market differentials may be represented in the unexplained component, which
may bias the estimation of the extent of discrimination. However, it is generally accepted
that a large proportion of unexplained labour market differentials should be attributed to

the different treatment for migrant workers (Meng and Zhang 2001).

1.7 Thesis Structure

This thesis has six chapters that are structured as follows.

Chapter 2 investigates the effects of regional development divergence on migrants’
choice of destination to migrate to the developed coastal cities, such as Beijing, Tianjin
and Shanghai. It firstly introduces the scale of the floating population and its distribution
since the 1980s. Following this, the study reviews migration theories and introduces an
integrated theory of migration by synthesizing the relevant elements from the
neoclassical approach, the new economics of labour migration and the structural
approach. Then, based on data from the Rural Migrant Labour in Large Chinese Cities
Survey, this thesis examines the demographic and socio-economic characteristics of

migrants who migrated between 2003 and 2005. In the remainder of this chapter, the
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conditional logit model is adopted to analyze how the divergence in socio-economic
development among regions affects migrants’ choice of destination to Beijing, Tianjin
and Shanghai as destinations instead of other cities and the effect of migration on regional
inequality by using the data from Rural Migrant Labour in Large Chinese Cities Survey

and the macro data from provincial and municipal Statistical Yearbook.

Chapters 3 to 5 examine the discrimination against urban migrants and rural migrants in
occupational attainment, wage earnings and welfare entitlements and benefits through an
extended analytical framework that considers the segregation between urban locals and
rural migrants and the segregation between locals and non-locals. The data used in these
three chapters is from Rural Migrant Labour in Large Chinese Cities Survey. The first
two sections in each of the three chapters are an introduction of labour market
differentials in the three aspects and the extended research framework. And then,
different econometric methods are adopted to investigate the determinants of
occupational attainment, wages and welfare entitlements of the three groups and to

estimate the extent of discrimination against migrant workers.

In Chapter 3, this study investigates the discrimination against migrant workers in
occupational attainment. The multinomial logit model is employed to examine the
determinants of these four occupational categories for urban locals, urban migrants and
rural migrants. Based on the estimated coefficients, the Oaxaca-Blinder decomposition
method is then employed to estimate the extent of discrimination against migrant workers
in obtaining the four occupational categories. To address the index number problem or
path-dependence, this research reports the means from both possible Oaxaca-Blinder

decomposition results.

In Chapter 4, this research analyzes the discrimination against migrant workers across the
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distribution of wage. Since some scholars suggest that migrant workers, particularly rural
migrants, are more qualified than urban locals in doing labour-intensive and dangerous
jobs (Meng and Zhang 2001). The quantile-based regression and decomposition
approaches are adopted to untangle the sources of wage distribution differentials. These
approaches are able to reveal details of discrimination against migrant workers across the

distribution of wage, in particular at the tails of the distribution.

In Chapter 5, this study examines the discrimination against migrant workers in access to
the total number of benefits and the individual items of benefits. The negative binomial
distribution model and logit model are used to examine whether discrimination exists
against migrant workers and rural migrants in obtaining the total number of benefits and
individual items of benefits. Based on the determinants of welfare entitlements and
benefits for the three groups, the Oaxaca-Blinder decomposition method is employed to
estimate the extent of discrimination against urban migrants and rural migrants. To ensure
the robustness of the results, this study reports both the Oaxaca-Blinder decomposition

results and Cotton decomposition results.

Chapter 6 presents the main conclusions of the thesis. It summarizes the key findings and
implications. The results of the destination selectivity study indicate that the features of
China’s internal migration reflect the co-existence of China’s capitalist and socialist
systems in the decades after the reforms. The destination selectivity is affected not only
by the regional divergence in socio-economic development but also by the institutional
barriers that generated the segmented labour market. The decomposition of labour market
differentials shows that both urban migrants and rural migrants face discrimination in
occupational attainments, wages and welfare entitlements. The comparison of the extent

of discrimination against urban migrants and rural migrants confirms that the
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segmentation of the urban labour market is currently dominated by the segregation
between locals and non-locals instead of the segregation between urban locals and rural
migrants that predominated in the first 20 years or so after the economic reforms. In the
next section, the study suggests the research topics in the future. A number of areas that
are related to the present study need further research, such as the new-generation migrants
who were born in 1980 or thereafter, the social and residential segregation as well as

compensating wage differentials for migrant workers undertaking risky jobs.
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Chapter 2 The impact of regional divergence in
socio-economic development on destination selectivity of

China’s internal migrants
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Abstract: Since the 1980s in China, an increasing number of migrants have flooded into
a few developed coastal cities, although they have been treated differently from urban
locals in various aspects because of their non-local household registration (hukou) status.
Many studies has examined interprovincial migration in China and its role in population
distribution and regional development at a macro level, however, the existing literature
provides little understanding about migrants’ selective choices of destinations at the
individual level. This study investigates the effect of regional development divergence on
migrants’ choices of destinations with respect to these developed coastal cities such as
Beijing, Tianjin and Shanghai. The results show that there are significant differences in
demographic and socio-economic characteristics among migrants in the three cities.
Destination selectivity is affected not only by the regional divergence in socio-economic
development but also by the institutional barriers that generated the segmented labour
market. The hukou system and the resulting segmented urban labour market continue to
function in social and labour stratifications, which may make some push-pull factors in
migration ineffective or run contrary to the conventional wisdom. In addition, migration
has accelerated rather than reduced regional inequality, especially the imbalance between

urban and rural areas.

Keywords: destination selectivity, hukou system, migrant workers, urban labour market,

China
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2.1. Introduction

The massive population migration that began in the 1980s has been one of the most
significant socio-economic transformations in the history of China (Fan 2005b). In the
past three decades, the so-called floating population, who have left their origin of
household registration (hukou)’ for six months or more, has increased from 7 million in
1982 to 221 million in 2010 (NBSC 1982, NBSC 2011a). As an integral part of China’s
economic growth, the floating population has contributed to approximately 21% of GDP
growth and 75% of the urbanization growth between 1978-1999 (Cai and Wang 1999,

Zhang and Song 2003).

Under the planned economy regime, the Aukou system assigned every Chinese citizen
either a rural or urban hukou status and precluded rural residents from grain rations,
education, employment, housing and state-provided social services in the cities (Sun and
Fan 2011). As a consequence, rural residents were confined in the countryside and it was
almost impossible for them to migrate between urban and rural areas and across regions.

The size of the floating population was thus kept at a minimum (Wu 1994).

During the reform era, the economic reforms have widened the regional inequality in
income and job opportunities (Guo and Cheng 2010). For instance, the urban-rural
income gap widened from 2.57-to-1 in 1978 to 3.23-to-1 in 2010 (NBSC 2011Db).
Moreover, the rapid development of Special Economic Zones and the booming urban
private and informal sectors has increased the demand for cheap rural labour in urban

areas (Fan 2003). In order to propel the high rate of socio-economic development, the

7 The household registration system, or Aukou, is an identification system in which every Chinese

citizen is classified as either a rural Aukou resident or an urban hukou resident.
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hukou system has been subject to reforms to allow surplus labour from rural areas to seek
higher income by migrating and working in urban industries (Chan 2009). Figure 2.1
shows that the floating population increased from nearly 7 million in 1982 to more than

221 million in 2010.
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Figure 2. 1 Scale of Floating Population from 1982 to 2010

Sources: Population Census of China in 1982, 1990, 2000 and 2010; China 1% Population
Sample Survey in 1987, 1995 and 2005.

With the rapid increase in the size of the floating population, its distribution shows a trend
of concentrating in a few developed coastal cities because of imbalanced regional
development. Table 2.1 presents the distribution of the top 50 cities in which the floating
population is concentrated and the corresponding proportions of the floating population.
In 1982, 21 cities located in the eastern region and 20 cities in the central region. The
proportions of floating population attracted by these two regions were nearly the same,

accounting for 18%.

In the reform era, the coastal development strategy shifted the national development
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priority from inland to the coastal regions. The region-biased policies and institutions are
generally believed to be the main causes of rising regional inequality in China (Yang
2002, Fan 2005b). For instance, since the 1980s, China has established various special
economic zones in coastal region in order to attract foreign direct investment and trade.
These open zones enjoy special treatments, including considerable autonomy, superior
tax treatment and preferential resource allocations. In addition, a series of spatially biased
policies, such as investment policies, financial policies and price policies were issued to
promote the coastal socio-economic development. As a result, the income levels and
growth rates among the interior and coastal regions have diverged dramatically (Kanbur
and Zhang 2005). The widening gap in regional socio-economic development has
motivated more population to move from the less developed hinterland to the more
advanced coastal areas. In 2005, 36 of the top 50 cities located in the eastern region and
the floating population they attracted accounted for 51.26%. In Shanghai and Beijing, the
share of the floating population in the local usual residents amounted to 34% and 23%,
respectively (BMBS 2006, SMBS 2006). In contrast, only 7 of the top 50 cities were in
the central region in 2005, and the proportion of floating population in this region

decreased from 18.02% to 3.56% between 1982 and 2010.

Table 2. 1 Distribution of Top 50 Cities and the Proportion of Floating Population from 1982 to
2005

1982 1990 2000 2005

Number  Floating Number  Floating Number  Floating Number  Floating
of cities  population ofcities  population ofcities  population ofcities  population

(%) (%) (%) (%)
Eastern 21 18.81 25 32.74 37 43.71 36 51.26
Central 20 18.02 16 10.90 6 3.67 7 3.56
Western 9 6.02 9 7.54 7 5.83 7 5.25
Total 50 42.85 50 51.18 50 53.21 50 60.07

Source: Population Census of China in 1982, 1990 and 2000; China 1% Population Sample
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Survey in 2005.
Notes: these figures are more likely to under-present the percentages of floating population in
each region since the nature of migrants, many of whom are mobile and undocumented (Lavely

2001).

The massive population migration caused by the transformation of cities’ industrial
functions has been observed not only in China but also in many developed economies,
such as the U.S. and the U.K. (Massey et al. 1994a, Zhou and Logan 1989). Various
theories have been proposed to explain the causes and effects of migration. Studies show
that migration is a complex process affected by personal characteristics, job opportunities,
socio-economic development, culture and institutions (Buckley 1995, Schultz 1961). The
migration, in turn, also has the potential to transform individuals and societies in both

origins and destinations (Borts and Stein 1964).

Unlike developed economies, China’s experience of industrialization and urbanization
bears some unique characteristics due to its transitional stage (Fan 2003). China’s unique
socialist market economy has been marked by an uneasy blend of state control and market
mechanisms (Fan 2002). It differs from both socialist economies and capitalist economies
by only adopting those market practices which could promote the socio-economic
development while depending heavily on the state control (Smart 2000). One of the
effective instruments of state control is the hukou system, which was created to monitor
and control population movements. Although the hukou system has been loosened
considerably in order to meet the demand for cheap labour in the cities, it continues to act
as a sort of passport or visa system in China’s internal migration, which causes this

internal migration more to resemble an international migration from a less-developed to a
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more-developed country (Luo 2012).

The hukou system not only defines the constraints and opportunities for migration, but
also fosters a segmented urban labour market (Zhang 2004). The institutional
segmentation, such as the urban-rural dichotomy and the segregation between locals and
non-locals, has resulted in the disadvantaged socio-economic status of migrants. There is
increasing evidence that migrant workers are restricted in private and informal sectors
and that they experience discrimination in employment and wages compared to urban
locals in the segmented urban labour market (Meng and Zhang 2001, Keung Wong, Li
and Song 2007). This discrimination could have a significant effect on migration

propensity and destination selectivity (Fan 2008).

While a significant body of literature has examined the interprovincial migration in China
and its role in population distribution and regional development at a macro level, there
has been inadequate research on migrants’ destination choices at the individual level.
More specifically, there are 30 provincial capitals or municipalities that are available as
choices of destination for the potential migrants. The majority of them, however, choose
only the well-developed cities, such as Beijing, Tianjin and Shanghai, as their
destinations. In what way does the socio-economic development in these cities relative to
that of other cities affect migrants’ destination choices? In addition, to what extent can
population migration facilitate an equal redistribution of human resources and reduce the
extent of regional inequality? To better understand the migration process, this study
utilizes survey data from 2008 to investigate the effect of regional development
divergence on migrants’ destination selectivity. This study intends to improve the
explanations of migratory processes in a transitional society and to contribute to the

discussion of how to guide population migration and plan China’s continuing
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socio-economic development.

The rest of this paper is organized as follows. The next section reviews the migration
theories and introduces the research framework. Following this, we introduce the data
and explain the econometric method, and then we examine the effect of differences in
socio-economic development between regions on migrants’ destination selectivity. The

last section summarizes the key findings and offers some concluding comments.

2.2. Research Framework

A variety of theoretical approaches, such as the neoclassical approach, the new
economics of labour migration and the structural approach, have been proposed to
investigate the migration process and its role in population distribution and regional
development. The neoclassical migration theory regards migration as a response to
spatial disparities in labour market and socio-economic development (Lee 1966, Sjaastad
1962). It can adjust the inter-regional allocation of resources and even out the labour
market differentials. At the individual level, migration is understood as a process of
human capital investment and is the result of individuals’ rational estimation of costs and
benefits (or of expected income and long-term returns in later theoretical extensions)

(Schultz 1961, Todaro 1976).

The new economics of labour migration, in contrast, has widened the narrow focus of the
neoclassical migration theory on labour markets and wages (Stark and Bloom 1985, Stark
and Taylor 1991). This theory incorporates risk, diversification of income resources,
remittances and cumulative causation of through social networks in explaining migration
process (Taylor 1984, Taylor 1986). The new economics of labour migration assumes that

some key markets besides the labour market, such as futures, capital, and insurance, are
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imperfect, inaccessible, or nonexistent (Massey and Espinosa 1997). The aim of
migration is not only to gain a higher stream of lifetime earnings but also to manage risk
and obtain access to capital which could lessen production and investment constraints.
Several studies suggest that remittances from migrants have positive effect on incomes of
migrant sending households, easing credit and risk constraints on local production
(Taylor 1999, Taylor, Rozelle and Brauw 2003). Many households have gain access to
labour markets in destinations through the growth and elaboration of social networks
(Massey, Goldring and Durand 1994b). However, finding jobs through relatives or
friends actually restricts certain groups in the secondary sectors, which further reinforces

the labour sorting and occupation segregation (Fan 2003).

Both the neoclassical approach and the new economics of labour migration assume that
the free-individual migration is the norm rather than the exception, which downplays the
role of institutional factors in shaping migration and the opportunity structure in the
labour market (Fan 2002). In China, migrants, who possess non-local Aukou and have no
affiliations with states, usually have limited labour mobility and limited access to job
information and opportunities in the urban labour market. They are most likely to end up
in the bottom rungs of occupational structure and engage in “3-D” jobs (dirty, dangerous
and demeaning) that are shunned by urban locals (Guo and Zhang 2007). In addition, the
high levels of mobility of migrants mean that their rational calculations of costs and
returns are based on short term monetary gains instead of the long-term returns that are
assumed in the neoclassical theory. Therefore, the investigation on migration is
inadequate solely based on the neoclassical approach and the new economics of labour
migration. The structural approach, which emphasizes the wider institutional and market

process, could provide a valuable theoretical supplement to better understand China’s

51



internal migration.

The structural approach examines the interaction between labour market segmentation
and migration. The segmented labour market theory argues that the labour market is
segmented into primary and secondary sectors (Doeringer and Piore 1985). The primary
sector is organized in an internal labour market and characterized by good pay,
well-defined career ladders, favourable working conditions and job security, while the
secondary sector is characterized by low pay, poor working conditions and high mobility
rates (Sakamoto and Chen 1991). The institutional constraints, such as the regulations on
migration, industry- and occupation-wide internal labour market and residential status,
restrict the movement between the two sectors (Smith 2003). This results in a
disadvantageous status for certain groups who are denied access to many desirable jobs
and are more likely confined to the secondary labour market (McDonald and Solow 1981).
The bulk of research has found that the segmented labour market has a significant effect
on individuals’ decisions and migration processes (Démurger et al. 2006, Kelly and Lusis

2006).

Research on China also reveals a segmented urban labour market caused by the hukou
system (Knight and Yueh 2009, Appleton et al. 2004). Although the strict restrictions on
rural-urban migration have been relaxed considerably to meet the demand for cheap
labour in the cities, the hukou system continues to function as an “invisible wall” between
urban locals and rural migrants, which results in the segregation between urban locals and
rural migrants in the urban labour market (Maurer-Fazio and Dinh 2004). Many studies
have found that the urban-rural dichotomy has resulted in socio-economic disadvantages
for rural migrants, who are treated differently from urban locals in society in general

(Laurence 2002, Meng and Zhang 2001). For example, rural migrants are not allowed
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access to most permanent positions in the state sector, which offers a better work
environment and benefits, and they are disproportionately concentrated in the private and
informal sectors and engage in labour-intensive, low-skilled and sometimes hazardous
jobs (Fan 2003). In addition, rural migrants have limited access to the urban social
security system and they are socially and/or residentially segregated from and considered

to be ‘inferior’ to local residents (Wang and Zuo 1999).

The urban-rural dichotomy has been eradicated since the early 2000s, after the central
government’s policies concerning migrant workers were transformed from restriction to
social integration. Almost all laws and regulations that restricted rural-urban migration
and rural migrants’ employment in certain occupations were abolished after the
substantial reforms in the Aukou system. Nevertheless, the depth, scope and pace of the
hukou reform have not lived up to expectations (Liu 2005), because radical reform might
involve changes in many established systems and arrangements, such as the pension,
health care and employment systems (Cheng et al. 2013), which seems impossible at
present. Therefore, the segregation between urban locals and rural migrants is likely
linger and continue to play a role in shaping urban inequality and social stratification

(Wang, Zuo and Ruan 2002).

During the past twenty years, as the urban-rural dichotomy gradually weakened, another
type of segmentation, the segregation between locals and non-locals has become
increasingly dominant in the segmentation of China’s urban labour market because of the
growing local protectionism. The restructure of state-owned enterprises after 1997 laid
off millions of urban workers, resulting in serious unemployment and fiercer competition
in the urban labour market. As a consequence, both local governments and urban locals

regarded migrant workers as competitors to urban residents and troublemakers who
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brought instability to Chinese cities. In order to maintain socio-economic stability and in
response to the unemployment problem, local officials implemented discriminatory
policies against migrants (Appleton et al. 2004). Some cities prohibited the employment
of migrant workers in certain occupations and even forced enterprises to lay off migrant
workers in favour of urban locals (Cai, Du and Wang 2001). These regulations were
removed officially in the early 2000s after a series of laws and regulations issued by the
central government that explicitly require local governments to enforce equal pay and
equal job opportunities for migrant workers. However, the function of segregation
between locals and non-locals shifted accordingly from protecting the employment to

ensuring the welfare benefit levels and supply of public goods for urban locals.

Researchers have consistently observed that the hukou system, the resulting segmented
urban labour market and the urban-biased economic policy have combined to bring about
heterogeneity in migration types and destinations (Lu and Song 2006, Froissart 2008).
Most existing studies adopt the pull-push model to investigate the determinants of
China’s internal migration (Chen and Coulson 2002, Wang, Yang and Zhang 2011). The
general findings are that labour market differentials and differences in socio-economic
development among regions, such as wages, job opportunities, industrial structure and so
on. could directly or indirectly affect the propensity and direction of migration (Shi and
Bao 2007, Fan 2005a). However, results from other study suggest that the Aukou system
not only has a general effect on the push-pull factors, but also makes some of them
ineffective (Li 2003). Several studies also indicate that migration is selective of those
people whose labour is demanded by the destinations, such as young, skilled and
educated migrants (Willmore, Cao and Xin 2011, Lin, Wang and Zhao 2004). In addition,

the migration propensity is adversely related and sensitive to the distance (Zhang and
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Song 2003).

As suggested by some scholars, no single existing migration theory could fully explain
the special Chinese internal migration (Chan, Liu and Yang 1999). This paper therefore
adopts an integrated theory of migration by synthesizing the relevant elements from the
neoclassical approach, the new economics of labour migration and the structural
approach to investigate the migration flow and migrants’ destination choices. For
instance, the neoclassical approach is adopted to examine the effect of socio-economic
development divergence between regions on destination selectivity and the effect of
migration on regional inequalities, especially on the urban-rural disparity. The structural
approach is adopted to investigate the effects of the hukou system and the segmented
urban labour market on push-pull factors in destination selection. The institutional
barriers might make some push-pull factors ineffective in the destination selectivity or
even make them run contrary to the conventional wisdom. The new economics of labour
migration is adopted to analyze the effect of social network on migrants’ choice of

destination.

2.3. Data and Descriptive Analysis

The data used in this research is from the Rural Migrant Labour in Large Chinese Cities
Survey, a Discovery Project funded by the Australian Research Council. It was conducted
by Macquarie University and Nankai University in Beijing, Shanghai, Tianjin and
Guangzhou in 2008. The survey adopted a multi-stage stratified random sampling
method. The overall administrative regions in the four cities were taken as a sample frame.
In each city, one urban and one suburban district were randomly selected; then two

neighbourhood committees (juweihui) were randomly chosen from each district; finally
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one hundred randomly selected households in each selected neighbourhood committee,
including both local households and migrant households, were interviewed with the aid of
questionnaires to collect both individual and household data. The information collected in
this survey includes personal characteristics, migration time, origins and destinations and
so on. The ensuring valid sample size comprises 1,797 respondents, among which the
numbers of migrants in Beijing, Tianjin and Shanghai are 384 (25%), 437 (31%) and 326
(23%), respectively (see Table 2.2). The macro data used in this study is from provincial

and municipal Statistical Yearbook.

Table 2. 2 Survey Sample Distribution in Cities and by Groups

Urban locals Urban migrants Rural migrants Subtotal (%)
Beijing 112 151 197 460 (25.67%)
Guangzhou 158 120 164 442 (24.67%)
Shanghai 68 45 281 394 (21.99%)
Tianjin 59 62 375 496 (27.68%)

Subtotal (%) 397 (22.15%) 378 (21.09%) 1017 (56.75%) 1792 (100%)

Source: Rural Migrant Labour in Large Chinese Cities Survey.

In this study, we focus on the effect of socio-economic development divergence between
destinations and origins on migrants’ choice of destination to Beijing, Tianjin and
Shanghai between 2003 and 2007. The personal characteristics of migrants are traced
back to the year the migration occurred. Eligibility is limited to respondents 15 years of
age or older. Table 2.3 presents the demographic and the socio-economic characteristics
of migrants in the three cities. The conventional wisdom suggests that being male, being
young, being unmarried and having better human capital are generally correlated with
greater migration propensity (Lundholm 2009, Fan 2005a). Migrants in Beijing and

Shanghai are more gender-selective, while those in Tianjin and Shanghai tend to be more
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selected in terms of marital status. The migrants in the three cities are relatively young,

averaging 28 years old. Because of its location and socio-economic resource advantages,

Beijing is more attractive to those highly qualified migrants than the other two cities. Of

the migrants, 39% have received a university education or above and 54% have attended

training, which are significantly higher proportions than in Tianjin and Shanghai. The

migration to Tianjin and Shanghai is primarily rural-urban migration (80%), whereas

the migration to Beijing is primarily urban-urban migration (54%).

Table 2. 3 Demographic and Socio-economic Characteristics of Migrant Workers in Beijing,

Tianjin and Shanghai

Beijing Tianjin Shanghai
Mean S.D Mean S.D Mean S.D
Gender (Reference: Female) 0.55 0.50 0.50 0.50 0.67 0.47
Age 28.68 9.09 28.15 8.44 27.91 8.05
Marital status (Reference: married) 0.50 0.50 0.31 0.46 0.34 0.48
Education
College or above 0.39 0.49 0.08 0.27 0.13 0.33
Senior high school 0.27 0.44 0.10 0.30 0.17 0.38
Junior high school 0.31 0.46 0.64 0.48 0.62 0.49
Primary school and below 0.03 0.18 0.18 0.39 0.08 0.28
Training (Reference: no) 0.54 0.50 0.44 0.50 0.32 0.47
Hukou (Reference: non-agriculture) 0.46 0.50 0.82 0.38 0.83 0.38
Migration reason
Employment in industry and business 0.82 0.39 0.74 0.44 0.90 0.30
Job transfer 0.03 0.18 0.02 0.14 0.01 0.10
Job assignment 0.01 0.11 0.03 0.18 0.02 0.14
Study or training 0.06 0.23 0.01 0.11 0.01 0.07
Marriage 0.01 0.08 0.01 0.11 0.01 0.10
Joining family, friends or relatives 0.06 0.24 0.16 0.37 0.04 0.20
Other 0.01 0.11 0.02 0.14 0.01 0.07
Job searching methods
Friend/relative’s recommendation 0.27 0.44 0.47 0.50 0.47 0.50
Job searching on one’s own 0.59 0.49 0.42 0.49 0.42 0.50
Employment agency 0.13 0.33 0.09 0.29 0.10 0.30
Occupation (Reference: blue-collar) 0.23 0.42 0.10 0.30 0.08 0.28

Source: Rural Migrant Labour in Large Chinese Cities Survey.

57



Notes: The job searching on one’s own includes searching the jobs on their own, response to the
job advertisement, employer’s job fair/recruitment and others; employment agency includes

government assignment and private/government employment agency.

In response to the widening regional inequalities in economic development, the vast
majority of migrants are motivated by pursuing employment opportunities. Labour
migration indicated by the employment in industrial and business sectors accounts for
more than 70% of all types of migration. The job searches for migrants fall into two main
channels: on their own or through informal social network such as friends and relatives.
Beijing has a higher proportion of migrants who are able to get jobs on their own, 59%,
whereas those in Tianjin and Shanghai depend more on their personal relationships, 47%.
This discrepancy could be due to the fact that migrants in Beijing have better human
capital and tend to obtain more employment opportunities. More than 90% of migrant
workers in Tianjin and Shanghai engage in blue-collar occupations, the corresponding
proportion of migrants in Beijing is lower—but considerable—at 77%. This follows the
findings in previous studies that migrants are more likely to be trapped at the lower end of

the occupational stratum (Chen 2011).

The evidence presented above indicates that substantial contrasts in terms of
demographic and socio-economic characteristics exist among the migrants in the three
cities, particularly between those in Beijing and Tianjin. This may imply that the
socio-economic development in the three cities have different effects on the destination
selectivity of migrants with different personal and social endowments. To better
understand the role of regional development divergence in destination selectivity, we
employ the econometric models to quantify the effect of socio-economic development

divergence between origins and destinations on migrants’ choice of destination in the
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next section.

2.4. Model

The conditional logit model provides an effective and efficient method to analyze the
effect of socio-economic development divergence among regions on migrants’
destination selectivity. This model has been developed from the multi-category logit
model and is appropriate when the choice among alternatives is modeled as a function of
the characteristics of the alternatives, rather than (or in addition to) the characteristics of
the individual making the choice (Hoffman and Duncan 1988). The multinomial logit
model considers the impact of personal characteristics on the alternatives, while the
conditional logit model focuses on the impact of characteristics of the alternatives

themselves (Liang and White 1997).

The Conditional Logit model takes the following function form:
p“ k h
log(p_{) =a+ Zﬁka +Z?’hzh tu
ij k=1 h=1

where the dependent variable is the log odds that individuals i migrate to destination j
rather than other destinations®. X, is a sector of socio-economic development indicators.
In addition, other variables (Zy), such as the number of migrants in the last year in
destinations, the railway distance between two provincial capitals and the stock of human
capital at origins, are included in the regression to investigate the effects of social

network and distance on destination selectivity and the effect of migration on regional

¥ For example, in the Beijing model, the dependent variable is the log odds that individuals i
migrate to Beijing instead of other cities, such as Tianjin, Shanghai, Guangzhou, Jinan (Shandong

province), and so on.
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inequality. Bx and y, are sectors of estimated coefficients. p is the error term.

The data used in this study is processed as follows. First, every observation is duplicated
thirty times. These thirty duplications have the same origin but different choices of
destinations (excluding Tibet), and those who have the same origin and destination are
screened out. Second, the variables representing the socio-economic development in
origins and destinations are then added behind corresponding duplications. Third, the
dependent variable is added. For instance, in the Beijing model, the dependent variable is
coded 1 for people migrating to Beijing and 0 for people migrating to other provincial

cities.

Definitions of the variables are given in Table 2.4. The previous research on migration
mainly assumes that destinations attributes do not vary across origins, and potential
migrants could equally access to destinations in terms of transportation and information
(Liang and White 1997). However, this assumption may overestimate migrants’
responses to destination factors and may ignore the relative impact of origin factors (Chan
et al. 1999). Some studies have indicated that the impacts of socio-economic
development in origins and destinations on the migration propensity are asymmetrical
and that the pull factors typically play a more important role in migration

decision-making (Fields 1982); thus, most variables in this study take the form of ratios.
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Table 2. 4 Definition and Descriptive Analysis of the Variables

Variable Definition Beijing  Tianjin  Shanghai
Wage The ratio of average wage growth rate in the destination to that in 1.01 0.98 1.11
£ the origin. (031)  (0.26)  (0.41)
Emplovment The ratio of the growth rate of total number of employees in the 2.16 2.10 1.68
ploy destination to that in the origin. (3.40) (4.20) (4.04)
. The ratio of per capita consumption expenditure growth rate in the 0.47 0.29 0.78
Consumption . . S
urban destination to that in the rural origin . (4.93) (8.28) 0.91)
State-owned The ratio of investment by state-owned enterprises in the destination 0.95 0.81 0.80
enterprises to that in the origin®. (0.81) (0.64) (0.70)
Collective The ratio of investment by collective enterprises in the destination 2.54 2.78 1.72
enterprises to that in the origin. (3.22) (3.50) (3.26)
Joint-stock The ratio of investment by joint-stock enterprises in the destination 1.07 0.73 0.89
enterprises to that in the origin. (1.27) (0.98) (1.09)
HMT-funded The ratio of investment by Hong Kong, Macao, and Taiwan funded 2.81 2.35 1.64
enterprises enterprises in the destination to that in the origin. (3.06) (2.73) 3.71)
Foreign funded The ratio of investment by foreign funded enterprises in the 2.58 2.27 1.82
enterprises destination to that in the origin. (2.32) (2.34) (3.98)
Industrial The ratio of the proportion of non-agricultural value in GDP in the 1.01 1.00 0.98
structure destination to that in the origin. (0.10) (0.09) (0.10)
The import The ratio of total import-export volume in the destination to that in 1.15 1.13 1.01
export volume  the origin. (0.94) (0.68) (0.79)
Road The ratio of the road area per capita in the destination to that in the 0.98 0.91 0.85
origin. (0.34) (0.38) (0.37)
. . . . .3 2.09 2.10 2.06
Human capital ~ The logarithm of human capital stock in the origin’. (0.03) (0.02) (0.03)
Social network The logarithm of number of migrants in the last year in the 14.79 14.76 14.80
destination. (0.06) (0.06) (0.06)
. . . . o . 7.22 7.19 7.20
Distance The logarithm of railway distance between two provincial capitals. (0.09) (0.09) (0.09)

Source: Author’s calculation based on data of China Statistical Yearbook 2004-2008

1. The per capita consumption expenditure represents the cost of living in a locale.

2. The investment here is the investment in fixed assets.

3. The human capital stock is the accumulated years of schooling present in all working age

population.

2.5. Results and Analysis
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Although migrants cannot be treated in the same way as urban residents due to their
non-local hukou status, they continue to migrate to developed coastal cities in large
volume. In this section, we adopt the conditional logit model to estimate the effect of
regional divergence in socio-economic development on migrants’ destination selectivity.
Table 2.5 presents the parameter estimates of the impact of independent variables on the

log odds of migrating to Beijing, Shanghai or Tianjin instead of other destinations’.

? We did not run the model on each type of migrants separately (including urban migrants and
rural migrants), although the factors that affect urban migrants in choice of destination might be
very different from that rural migrants. The reason is that the sample sizes of urban migrants are
relatively small in Shanghai (45) and Tianjin (62) (see Table 2.2), which may considerably bias

the regression results.
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Table 2. 5 Conditional Logit Regression on Migration Destination

Destinations
Beijing Tianjin Shanghai
Wage 2.9769%** 1.9009%*** 2.1943%**
(0.4733) (0.6229) (0.3382)
Employment -0.0061 -0.0791*** 0.0433%**
(0.0136) (0.0196) (0.0110)
Consumption -0.4034*** -0.2441%** 0.1853
(0.0753) (0.0803) (0.2646)
Investment by ownership
State-owned enterprises -9. 1968 -1.9264* “0.9451%
(0.9503) (1.0884) (0.4672)
Collective enterprises -0.3946%+ 0.2103* -0.0975
(0.0936) (0.0283) (0.0999)
Joint-stock enterprises 3.0344%% -3.5289%% -1.263 1%+
(0.3067) (0.9272) (0.2827)
. 0.0799%*** -0.0138 -0.0088
HMT-funded enterprises (0.0196) (0.1756) (0.0463)
Foreign-funded enterprises -0.0971% 0.0263%+ 0.0327%%
(0.0464) (0.0326) (0.0101)
Industrial structure 48.9476*** 73.5582%** 37.0638***
(4.3646) (7.1700) (2.5423)
The import export volume 0.1621 -1.0837*** -0.4213*
(0.1816) (0.1921) (02172)
Road -1.1503%** 2.0841*** 1.0523**
(0.5856) (0.6504) (0.4169)
Human capital 29.6260*** 26.8929%** 11.7269%**
(4.0154) 4.2701) (2.3352)
Social network 3.7304%** -1.7681*** 1.1983***
(0.3610) (0.3453) (0.2302)
Distance -0.8377%** -3.5082%** -2.5693***
(0.2455) (0.3654) (0.1920)
Constant -167.5115%** -90.0205%** -69.6937***
(15.3308) (13.5203) (7.7428)
Observations 4495 4466 5423
Rho?2 0.7475 0.7446 0.6402

Source: Rural Migrant Labour in Large Chinese Cities Survey.

Notes: * P <0.1, ** P <0.05, *** P<(0.01

Because pursuing employment opportunities is an important motivation for most
migrants, the rise of wages in destinations could increase the incentive to migrate, while
the rise of wages in origins may decrease the migration propensity. However, the latter
might also increase the migration probability as an effective alternative, particularly for

potential migrants who could not afford a high migration cost before. Our results indicate
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that the two positive effects play a dominant role in migrants’ choice of destination to the
three cities. Holding other independent variables constant, an increase in the ratio of
average wage growth rate between destinations and origins could increase the odds of
migrating to Shanghai by 1.45%, the odds of migrating to Beijing by 0.44% and the odds

of migrating to Tianjin by 0.13%.

Nevertheless, it is worthwhile to discuss the mechanism of wage differentials on
migration. As discussed above, China's urban labour market is highly segmented in the
transitional stage. Due to the non-local Aukou status, migrant workers are highly
represented in private and informal sectors in which the economic activities are poorly
recorded (Roberts 1997). Consequently, the wage and employment information collected
in statistical yearbooks may be a more reflection of urban locals’ labour market outcomes.
In addition, results from other studies suggest that the growth rate of migrants’ wages is
significantly lower than urban locals and the wage gap between them has widened further
in recent years (Yao, Xu and Xue 2008). Therefore, it might be the increased demand,
such as greater need for commodities and services, caused by the rise of urban residents’
wages—instead of the actual rise of migrants’ wages—that has had a greater effect on

migrants’ destination selectivity.

Moreover, in the segmented urban labour market, the increase in job opportunities in
formal sectors may not exert a significant effect on migration. In extreme cases, it could
increase the cost of enterprises and institutions, which might crowd out the demand
for migrant workers and make the effect on migration become negative. This point of
view is confirmed by the estimated results for employment growth in this study. An
increase in the ratio of employment growth rate between destinations and origins only

increases the odds of migrating to Shanghai by 3.39%, but decreases the odds of
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migrating to Tianjin by 0.13%, and has no significant effect on the odds of migrating to
Beijing.

The urban-rural consumption differentials have a strong deterrent effect on migrants’
choice of destination to Beijing and Tianjin, whereas the effect on their choice of
destination to Shanghai is not significant. This could be because migrants in Beijing and
Tianjin in this study are mainly from the central part of China in which the consumption
levels and patterns are much lower than that in urban Beijing and Tianjin. Therefore, they
are more sensitive to the relative increment of the urban consumption level. An increase
in the ratio of urban-rural consumption expenditure growth rate tends to decrease the odds
of migrating to Beijing by 1.53% and the odds of migrating to Tianjin by 0.01%. In
contrast, migrants to Shanghai mainly come from the developed eastern region. The
urban-rural consumption gap is smaller than that in Beijing and Tianjin, which

dramatically declines its negative effect on the odds of migrating to Shanghai.

The investment in state-owned enterprises could significantly decrease the odds of
migrating to all three cities. This implies that the jobs created in stated-owned enterprises
are more likely to be institutionally controlled by central or local governments. It is
difficult for individuals without local Aukou to gain these types of occupations. Other
types of investment have different effects on migrants’ choice of destination to the three
cities. For instance, the odds of migrating to Beijing are positively affected by the
investment by joint-stock enterprises and Hong Kong, Macao and
Taiwan-funded enterprises, but negatively affected by the investment by collective
enterprises and foreign funded enterprises. By contrast, the odds of migrating to Tianjin
and Shanghai are positively affected by the investment by foreign-funded enterprises, but

negatively affected by the investment by joint-stock enterprises. In addition, the odds of
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migrating to Tianjin are also positively affected by the investment by collective

enterprises.

In addition to the different institutional barriers in the three cities, a plausible explanation
is the different aims of investment in the different types of enterprises. For instance, the
investment by joint-stock enterprises mainly aims to introduce high technology and
improve the labour productivity, which could greatly reduce the demand for workers with
low human capital. In contrast, the investment by foreign-funded enterprises attracted by
China’s cheap labour mostly aims to expand the production, which might significantly
increase the incentive to migrate. In addition, the conflicting signs on the coefficients of
investment by joint-stock enterprises and foreign-funded enterprises in the three models
further indicate that the investment has a significant selective effect on migrants’ human

capital in the three cities because migrants in Beijing have a better human capital.

The odds of migrating to the three cities are all positively affected by the development of
secondary and tertiary industries in destinations relative to origins. This may imply that
many industries in the three cities, especially the manufacturing, production and service
industries, remain labour-intensive and low-technology. The expansion of industry could
accelerate the demand for cheap labour. The difference in total export-import volume
between destinations and origins has a negative effect on the odds of migrating to Tianjin
and Shanghai, while the effect on the odds of migrating to Beijing is not significant. One
plausible explanation is that the imports and exports in Tianjin and Shanghai are

characterized by high-tech products, which does not absorb many manual workers.

The road area per capita' in this study is taken as a proxy for urban infrastructure.

' The information on road length per capita and road quality is not collected in the Statistical

Yearbooks of some provinces.
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Usually, the construction of urban infrastructure affects people’s migration through three
channels. First, the improvement of infrastructure in destinations may increase urban
living standards and enlarge the regional benefit gap, which might give impetus to
migration. Second, the infrastructure construction requires a large volume of workers and
the quality requirements of these workers are not strict, which is more attractive to
migrant workers and to rural migrants, in particular. Third, studies consistently
demonstrate that the public infrastructure construction might significantly promote the
productivity, which decreases the demand for workers (Au and Henderson 2006, Cohen
and Paul 2004). Our results indicate that the regional infrastructure construction
divergence increases the odds of migrating to Tianjin and Shanghai, which suggests that
the first two forces dominate the destination selectivity. In contrast, infrastructure
construction decreases the odds of migrating to Beijing, which suggests that the third

force might take a leading role in destination selectivity.

People in the provinces with higher human capital stock are more likely to migrate to the
three cities relative to other destinations. This reaffirms the results from previous studies
that the considerable brain drain from rural to urban areas and from the hinterland to
coastal areas will widen the regional inequality gap and accelerate polarization (Hu 2002).
Although the regional inequality gap can be reduced by remittances from migrants that
enable households in origins to overcome the credit constraints and invest in more
advanced agricultural technologies or other sideline production (Taylor and Martin 2001),
this effect cannot be completely eliminated (Taylor et al. 2003). In addition, the migration
will further enlarge regional disparity in the future, especially the urban-rural
disparity—because the new generation will account for an increasing share of migrants.

Compared to first-generation migrants, new-generation migrants are better educated and
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more socially connected (Ngai and Lu Huilin 2010). They have stronger aspirations to
settle in the cities, which is different from their predecessors for whom return migration
was the norm (Jacka 2006). The accumulated human capital of new-generation migrants
is mainly invested in destinations, while the origins do not benefit too much. Even if they
eventually move back to origins, these migrants will exploit skills learned in destinations
to find jobs or start their own businesses in local towns rather than engaging in

agricultural production.

This study suggests that the social network could significantly increase the odds of
migrating to Beijing and Shanghai. This result is consistent with the literature that many
rural migrants find their jobs before migration through the informal social network (such
as friends and relatives), which can provide valuable information and reduce the risk in
the urban labour market (Bian et al. 2005). However, the results of the Tianjin model
show that the impact of social network on destination selectivity is significantly negative.
A more plausible explanation is that the measure of social network is usually based upon
relatives, friends and the acquaintances from their place of origin (tongxiang or laoxiang)
(Mobrand 2007, Wang et al. 2002). The total number of migrants in the three cities used
in this study, however, may not represent a reasonable proxy to calculate a general
measure of social network. Another possible explanation is that the information gain from
early migrants in Tianjin, such as wage level and employment opportunities in labour
market, might not meet the expectations of potential migrants and motivate them to

migrate to other cities.

As expected, the distance has a consistent and negative effect on the odds of migrating to
each of the three cities. The increment in distance between origins and destinations could

increase the physical cost of migration and reduce the quality and amount of information,

68



which makes job searches more difficult (Du, Park and Wang 2005). In addition, the
distance also reduces the size of social networks of contacts and the support from family
and friends, while increasing the differentials in culture, society and language, which
aggravates the psychological burden of migrants and decreases their incentive to migrate
(Poncet 2006). The limitation of distance as an indicator is that it neglects the source of
information. If potential migrants can only obtain the information about employment
opportunities in destinations that are far away from their origins, they have no choice but

to migrate there.

The results of F-test suggest that there are significant differences in the determinants of
migrants’ choice of destination among the three cities''. The regression results indicate
that features of China’s internal migration reflect the co-existence of China’s capitalist
and socialist systems in the decades after the reforms. On the one hand, as with most
capitalist countries, the socio-economic development divergence between origins and
destinations has a significant effect on destination selectivity. On the other hand, as in
socialist countries, the hukou system, a legacy of planned economy, remains effective in
the segmentation of China’s urban labour market and in social stratification, which
determines the wages and the eligibility to access to employment and to state-provided
social services. This nullifies certain push-pull factors in China’s internal migration and
may even reverse the effects of certain of these factors compared to theoretical
expectations. In addition, the migration in China has aggravated rather than reduced the

regional inequality, especially the imbalance between urban and rural areas.

" Beijing versus Tianjin: F=241.85 (p<0.0001); Beijing versus Shanghai: F=203.25 (p<0.0001);
Tianjin versus Shanghai: F= 149.88 (p<0.0001).
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2.6. Conclusion

As a response to the widening income and job opportunity gap among regions and the
remarkable relaxation of the hukou system, there has been a growing population moving
to a few developed coastal cities since the 1980s. This study investigates the effects of
regional divergence in socio-economic development on migrants’ destination selectivity.
The research improves explanations about the migration process in a transitional society
and contributes to the discussion about how to guide population migration and plan

China’s socio-economic development.

The study suggests thatthe differences in demographic and socio-economic
characteristics are significant among migrants in Beijing, Tianjin and Shanghai. Migrants
in Beijing and Shanghai are especially gender-selective, while those in Tianjin and
Shanghai tend to be more selective about marital status. Due to the advantages in location
and resources, Beijing is more attractive to highly qualified migrants. Most migrants in
Beijing find jobs on their own, while those in Tianjin and Shanghai depend more on
informal social network. The migration to Beijing is dominated by urban-urban migration,
while the migration to Tianjin and Shanghai is dominated by rural-urban migration.
However, due to their non-local Aukou, migrant workers in the three cities are usually

restricted to the informal sectors and engage in blue-collar occupations.

The regression results indicate that there are significant differences in the determinants of
migrants’ choice of destination to the three cities. The rise in the ratio of average wage
growth rate between destinations and origins could significantly increase the probability
of migrating to the three cities. However, in view of the segmented urban labour market,
it is most likely the increased demand caused by a rise in urban residents’ wages rather

than the actual rise of the wages of migrants that has a greater effect on destination

70



selectivity. In extreme cases, the rise of job opportunities in formal sectors in destinations
may even crowd out the demand for migrant workers. This is evidenced by the negative
effect of employment growth on the probability of migrating to Tianjin. Because of
migrants come from different regions with varied levels and patterns of consumption,
migrants in Beijing and Tianjin are more sensitive to the relative increment of urban

consumption level, while migrant workers in Shanghai are not.

The investment by enterprise types have different effects on the probability of migrating
to the three cities due to the differences in institutional barriers and investment objectives,
such as aiming to improve the labour productivity or to expand the production. In
addition, the conflicting signs on the coefficients of investment by joint-stock enterprises
and foreign-funded enterprises in the three models further suggest that the investment has
a significant selective effect on the human capital of migrants. The secondary and tertiary
industries in the three cities remain characterized by labour-intensive and low-technology
industries. The expansion of industry demands more cheap labour, which could
significantly increase the probability of migrating to the three cities. The difference in
total export-import volume between destinations and origins only has a negative effect on
the probability of migrating to Tianjin and Shanghai. One plausible explanation is that the
import and export in these two cities is characterized by high-tech products, which cannot

absorb many manual workers.

The infrastructure construction might increase the incentive to migrate by enlarging the
welfare gap and increasing the demand for labour, while decrease the incentive to migrate
by promoting the productivity. The results show that the first two forces play a dominant
role in migrants’ choice of destination to Tianjin and Shanghai, while the third force takes

a leading role in their choice of destination to Beijing. People in the provinces with
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higher human capital stock are more likely to migrate to the three cities relative to other
destinations. The considerable brain drain will further accelerate the regional disparity,

especially the urban-rural inequality.

In line with neoclassical predictions, the distance could increase the physical and
psychological costs that have a negative effect on the choice of destination to the three
cities. The social network in Beijing and Shanghai could increase the migration
probability. However, the total number of migrants in the three cities may not represent a
reasonable proxy to calculate a general measure of social network, which results in the

negative effect of social network on the odds of migrating to Tianjin.

The results imply that the features of China’s internal migration reflect the co-existence
of China’s capitalist and socialist systems in the decades after the reforms. The
destination selectivity is affected not only by the regional divergence in socio-economic
development but also by the institutional barriers that generated segmented labour market.
The regional divergence in socio-economic development has both consistent and
inconsistent effects on the probability of migrating to the developed coastal cities.
Moreover, the hukou system and the resulting segmented urban labour market continue to
determine the eligibility of access to employment and state-provided social services. This

nullifies the push-pull factors or reverses them with respect to the conventional wisdom.

This study implies the need for more thorough reforms to the hukou system and urban
labour market to continually attract and retain migrants in the coastal cities. For instance,
in the context of an emerging shortage of labour, there is a need for policies that
disconnect the hukou status from job opportunities and state-provided social services to
promote equal pay and equal access to employment. The reform in labour market need be

oriented to eliminate the institutional constraints, such as the segregation between locals
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and non-locals and the segregation between rural migrants and urban locals, on
movement between segments. In addition, since the regional divergence in
socio-economic development has a significant effect on migrants’ destination selectivity,
efforts need to be made to change the economic and employment structures in origins and
destinations to realize optimal allocation of human capital and other resources so as to

reduce the regional inequality.
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Chapter 3 Employment Discrimination against Migrant
Workers in the Urban Labour Market
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Abstract: China’s urban labour market has been institutionally segmented by the
household registration (hukou) system, in which migrant workers cannot be treated
equally to urban locals due to their rural or non-local hukou status. Many studies have
examined various aspects of migrants’ occupational attainment, but a number of critical
issues related to the role of discrimination, institutional or otherwise, have not been
examined comprehensively in China’s urban labour market. This study investigates to
what extent discrimination contributes to occupational inequalities among urban locals,
urban migrants and rural migrants based on an extended analytical framework that
considers the segregation between urban locals and rural migrants and the segregation
between locals and non-locals. The results show that urban locals have better
occupational attainment than urban migrants and rural migrants. Compared with urban
locals, both urban migrants and rural migrants are subject to discrimination in obtaining
the four jobs. This implies that the hukou system continues to play a role in segmenting
China’s urban labour market. In general, the extent of discrimination against urban
migrants relative to urban locals is greater than that against rural migrants relative to
urban migrants, which suggests that the segmentation of the urban labour market is
currently determined by the segregation between locals and non-locals rather than the
segregation between urban locals and rural migrants that was observed in the earlier stage

of reforms.

Keywords: occupational attainment, discrimination, migrant workers, urban labour

market, China
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3.1. Introduction

The thirty years’ reform and opening up has witnessed the massive population migration
and its significant effect on socio-economic transformations in the history of China. By
the end of 2010, more than 221 million floating population—defined as individuals who
have left their original Aukou registration for at least six months but who have continued
to hold their original hukou registration—have lived and worked in towns and cities
(NBSC 2011). As an integral part of China’s economic growth, the floating population
have provided the cheap labour that has propelled the high rate of socio-economic
development for over three decades, accounting for approximately 21% of GDP growth
and 75% of the urbanization growth between 1978-1999 (Zhang and Song 2003, Cai and

Wang 1999).

After decades of remarkable reforms, however, China’s urban labour market remains
relatively informal and segmented caused by the hukou system (Warner 2002). The
segmented labour market has resulted in socio-economic disadvantages for migrant
workers'?, who are treated differently from urban locals in society in general (Fan 2008,
Keung Wong, Li and Song 2007). Many studies suggest that migrant workers are highly
skewed in non-state-owned economic sectors or informal sectors, such as manufacturing,
construction and service industries (Chan, Liu and Yang 1999, Fan 2002). They are more
likely to end up on the bottom rungs of occupational structures and engage in the “3-D”

jobs (dirty, dangerous and demeaning) that are shunned by urban locals (Guo and Zhang

"2 In this study, migrant workers include both urban-to-urban migrants (‘urban migrants’) and
rural-to-urban migrants (‘rural migrants’). Urban migrants work in a surveyed city but hold urban
hukou from another city. Rural migrants work in a surveyed city but hold rural Aukou from the

countryside.
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2007, Fan 2003, Knight and Song 1995). Moreover, migrant workers are not entitled to
state-provided housing, minimum living allowances and unemployment compensation in

urban cities (Sun and Fan 2011).

China is not the only country that has experienced large scale population migration in the
process of industrialization and urbanization, leading to inequalities between urban locals
and migrant workers. Many developed economies, such as the U.S, Canada and Australia,
have also shown similar migration patterns and significant inequalities in occupational
attainment and wages between immigrant workers and native workers and among racial
groups (Massey et al. 1994, Green 1999, Forrest and Johnston 1999). Based on
human-capital theory, the labour market differentials between the two groups are
assumed to be closely associated with heterogeneity in productivity-related
characteristics (Schultz 1961). However, there is a growing literature suggests that some
differentials remain even after controlling for these productivity characteristics. A more
plausible explanation is that the remaining differentials are the product of discrimination

(Brown, Moon and Zoloth 1980, Solinger 1999, Sylvie et al. 2008, Borjas 1995).

Many empirical studies find that discrimination in occupational attainment against
immigrants and minorities remains widespread even in well-developed labour markets.
For instance, in the U.S labour market, the occupational distributions of young blacks,
whites, and Hispanics would improve greatly if all were adjusted to the white
occupational structure (Gabriel, Williams and Schmitz 1990). Although the effect of race
on occupational prestige has declined sharply in the technique-oriented and
social-skills-oriented segments since the 1970s, racial status continues to have a
persistent negative effect on occupational prestige for black Americans within a

social-skills-oriented labour segment (Kim and Tamborini 2006). The research on the
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Australian labour market also indicated that compared with their white counterparts,
indigenous and Asian men faced racial discrimination in having both skilled
manual/non-manual occupations and professional, managerial or technical occupations
(Borooah and Mangan 2002). These studies suggest that racial or residential status

usually induces mistreatment and discrimination in the labour market.

In China’s transitional economy, however, the factors contributing to the labour market
inequalities show certain distinctive features from those in the developed economy (Fan
2003, Chan et al. 1999). Although China’s urban labour market has undergone
tremendous changes over the last thirty years’ economic reform, it remains
underdeveloped and relatively informal (Knight and Song 1995). The hukou system has
played an important and unique role in the segmentation of the urban labour market and
has resulted in the disadvantaged socio-economic status and identity of migrant workers
(Knight and Song 1999, Goldstein and Goldstein 1991). Studies consistently demonstrate
that the institutional segmentation and the discrimination imposed by the Aukou system
are some of the most important explanations for the labour market differentials between
urban locals and migrant workers (Lu and Song 2006, Dong and Bowles 2002, Zhao 2002,

Zhang 2006).

A number of studies on the occupational attainment differentials between urban locals
and rural migrants have been conducted in China (Solinger 1999, Roberts 2001, Li 2006).
Nevertheless, some issues with respect to the discrimination in employment against

migrant workers are still very poorly researched.

The analytical framework of the urban-rural dichotomy in the urban labour market has
inherent drawbacks when used to examine current labour market segmentation. This

framework does not distinguish urban migrants and rural migrants but simply either
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categorizes all of them as migrants or excludes urban migrants from the analysis. Thus
the changing composition of migrants is not addressed, although that composition is more
diversified now than it was in the 1980s and early 1990s. In fact, the proportion of urban
migrants has gradually increased to approximately 24% of the floating population in 2000
(Zhang 2007), and current estimates are even higher. Generally speaking, urban migrants
have some advantages compared with rural migrants due to their urban Aukou, but some
disadvantages compared with urban locals due to their non-local Aukou. Thus, they
should be considered as an important group in studying discrimination against migrant
workers. Nevertheless, very few empirical studies have been done to investigate the
occupational attainment differentials among urban locals, urban migrants and rural

migrants.

Despite the proliferation of research on the determinants of occupational attainment, job
mobility and occupational segregation and its effect on earnings (Meng and Zhang 2001,
Yang and Guo 1996, Knight and Yueh 2004), little research has been conducted to
estimate the extent of discrimination in employment against migrant workers in China’s

urban labour market.

The present study aims to fill these gaps in the literature by investigating to what extent
the discrimination against migrant workers contributes to the occupational attainment
differentials. This research provides a full assessment of occupational inequality among
workers with different residential statuses in the urban labour market, and investigates the
role of hukou status in occupational determination. From a theoretical perspective, this
study empirically extends the application of discrimination theory and segmented labour
market theory to urban migrants and to a transitional society. From a policy perspective,

this study contributes to the discussion of anti-discrimination policy in China’s urban
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labour market such as whether the policy should be oriented to eliminate the segregation
between locals and non-locals rather than only the segregation between rural migrants

and urban locals.

The rest of the paper is structured as follows. The next section reviews the changes of
China’s urban labour market and provides an extended research framework for empirical
analysis. Following this, we present the data, explain the econometric method and
examine the determinants of occupational attainment for the three groups and estimate
the extent of discrimination. The final section summarizes the main findings and offers

concluding comments.

3.2. Research Framework

Over the last 50 years, economists have developed several theoretical approaches to study
discrimination in the labour market, such as segmented labour market theory and
discrimination theory. They have provided a theoretical basis for research on
discrimination against migrant workers in China’s urban labour market. The segmented
labour market theory argues that the source of labour market discrimination is a lack of
competition due to broad social structures and institutional arrangements (Cain 1976). It
suggests that the labour market is segmented into primary and secondary sectors
(Doeringer and Piore 1985). The primary sector is organized in an internal labour market
and characterized by good pay, well-defined career ladders, favourable working
conditions and job security, while the secondary sector is characterized by low pay, poor
working conditions and a high rate of mobility. The employers exert themselves to
minimize their commitments and responsibilities to workers (Sakamoto and Chen 1991).

The institutional constraints, such as the regulations on migration, ethnicity, class
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relationships and residential status, restrict the movement between the two sectors (Smith
2003). This results in a disadvantaged status for certain groups who are largely confined
to the secondary labour market (McDonald and Solow 1981). The bulk of the research
has found sustained discrimination against minorities based on the segmented labour
market theory (Sakamoto and Chen 1991, Thomas and Vallée 1996, Xu, Tan and Wang

2006).

Research on China also reveals a segmented urban labour market (Knight and Yueh 2009,
Appleton et al. 2004). The research framework of the urban-rural dichotomy has been
widely adopted in investigating the mechanism of economic exclusion and discrimination
against rural migrants in China’s urban labour market. In this framework, urban workers
are comprised of both urban locals and rural migrants. The segregation between urban
locals and rural migrants is thought to be the source of discrimination against rural

migrants (Maurer-Fazio and Dinh 2004, Lu and Song 2006).

In the post-reform era, the strict restrictions on rural-urban migration have been relaxed
considerably in order to meet the demand for cheap labour in the cities. However, the
hukou system continues to function as an “invisible wall” between urban locals and rural
migrants, and has resulted in an urban-rural dichotomy in the urban labour market
(Appleton et al. 2004, Maurer-Fazio and Dinh 2004). Typically, without urban Aukou,
rural migrants are socially and economically separated from, and considered to be inferior
to, local residents (Laurence 2002). Many studies have found that rural migrants are
treated differently from urban locals in the urban labour market, even if they have been
working in cities for many years (Roberts 1997, Guo and Iredale 2004). Rural migrants
are not allowed access to most permanent positions in the state sector, which is the sector

that provides better pay, work environment and benefits. Rural migrants are
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disproportionately concentrated in private and informal sectors, and engage in
labour-intensive, low-skilled and even hazardous jobs that are rejected by urban locals
(Fan 2003, Knight and Song 1995). In addition, rural migrants have limited access to the
urban social security system and they are socially and/or residentially segregated from
local residents by living in low-income, inferior or deprived housing areas (Li and Huang

2006, Song, Zenou and Chengri Ding 2008).

This analytical framework, however, tends to overlook another type of segmentation in
the urban labour market, the segregation between locals and non-locals, which is based on
the hukou location and has local government as a driver. The fiscal decentralization in the
1980s endowed local governments with the right to administer local finances and the
responsibility to maintain a good momentum of socio-economic development and social
stability. The restructure of state-owned enterprises that began in 1997 laid off millions of
urban workers, resulting in a severe unemployment problem and fierce competition in the
urban labour market. As a consequence, both local governments and urban locals began
to consider migrant workers as competitors to urban residents and troublemakers who
brought instability to Chinese cities. To maintain socio-economic stability and in
response to rampant unemployment, local officials implemented discriminatory policies
against migrants (Appleton et al. 2004). Some cities prohibited the employment of
migrant workers in certain occupations and even forced some enterprises to lay off
migrant workers in favour of urban locals (Cai, Du and Wang 2001). These regulations on
migrants’ job restrictions were eradicated officially in the early 2000s after a series of
laws and regulations issued by the central government that explicitly required local
governments to enforce equal pay and equal job opportunities for migrant workers.

However, the impacts of these job restrictions are likely to continue in companies’
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recruitment practices (Chen 2011). Several studies show that the segregation between
locals and non-locals continues to negatively influence migrant workers’ employment,
earnings and their access to social insurance schemes in destinations (Zhang, Gao and

Hou 2007, Wang and Chen 2010).

In view of the changing urban labour market, an extended research framework that
considers both the segregation between urban locals and rural migrants and the
segregation between locals and non-locals has been developed to study the
socio-economic status of migrant workers (Guo and Zhang 2012). This framework argues
that the urban-rural dichotomy in the urban labour market largely came to an end since
the early 2000s, after the central government’s policies concerning migrant workers were
transformed from restriction to social integration. For instance, after the Aukou system
reforms, almost all laws and regulations that restricted rural-urban migration and rural
migrants’ employment in certain occupations have been abolished. Nevertheless, many
scholars argue that the depth, scope and pace of the hukou reform do not meet
expectations (Liu 2005). Because the reform does not involve the radical changes of
many established systems and arrangements, such as the pension system, health care
system, employment system and education system (Cheng et al. 2013). Therefore, it
appears that the segregation between urban locals and rural migrants will linger and
continue to play a role in shaping urban inequality and social stratification (Wang, Zuo
and Ruan 2002). Moreover, along with the gradual weakening of the segregation between
urban locals and rural migrants over the past twenty years, the segregation between locals
and non-locals has become increasingly more dominant in the segmentation of China’s

urban labour market because of the growing local protectionism in favour of urban locals.

Under this general analytical framework, urban migrants are also included in a

91



three-group analytical approach. This approach investigates the labour market
differentials among the three groups, i.e., between urban locals and urban migrants,
between urban locals and rural migrants, and between urban migrants and rural migrants.
This approach better reflects the reality of the two types of segregation in China’s urban
labour market and their interactions. The segregation between urban locals and rural
migrants continues to affect rural migrants, while the segregation between locals and
non-locals affects both rural migrants and urban migrants who are non-locals in their

destination.

To better understand how the segregation between urban locals and rural migrants and the
segregation between locals and non-locals affect the urban labour market and their
interactions, this study adopts this extended analytical framework to investigate to what
extent the discrimination against migrant workers, including those from rural areas and
urban areas, contributes to the occupational attainment differentials. To examine which
segregation plays a leading role in the current segmentation of the urban labour market,

three hypotheses are posited:

H1: If the labour market outcomes of urban migrants are similar to those of urban
residents, but significantly better than those of rural migrants, the segregation between

urban locals and rural migrants dominates in the segmentation of the urban labour market.

H2: If the labour market outcomes of urban migrants are similar to those of rural migrants,
but significantly worse than those of urban locals, the segmentation of the urban labour

market is mainly determined by the segregation between locals and non-locals.

H3: Discrimination contributes significantly to the labour market outcome differentials

between urban residents and rural migrants but less significantly between urban residents
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and urban migrants.

3.3. Data and Descriptive Analysis

The data used in this study comes from the Rural Migrant Labour in Large Chinese Cities
Survey, a Discovery Project funded by the Australian Research Council. It was conducted
by Macquarie University and Nankai University in Beijing, Shanghai, Tianjin and
Guangzhou in 2008"%. The survey adopted a multi-stage stratified random sampling
method. All districts in the four cities were taken as a sample frame. In each city, one
urban and one suburban district were randomly selected; then two neighbourhood
committees (juweihui) were randomly chosen from each district; finally one hundred
randomly selected households in each selected neighbourhood committee—including
both local households and migrant households—were interviewed with the aid of
questionnaires to collect both individual and household data. The information collected in
this survey includes individual members’ personal characteristics, wage earnings,
employment status and so on. The survey finally received 1,797 valid questionnaire
responses, with a 99.6% effective rate. Among them 1,017 were rural migrants (57%),

378 were urban migrants (21%), and 397 were local residents (22%) (See Table 3.1).

'3 This is one of a series of papers based on the data collected in this survey. Please refer to Guo, F.
& Z. Cheng (2010) Labour market disparity, poverty, and inequality in urban China. China
Perspectives, 16-31.and Cheng, Z., F. Guo, G. Hugo & X. Yuan (2013) Employment and wage

discrimination in the Chinese cities: A comparative study of migrants and locals. Habitat
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Table 3. 1 Survey Sample Distribution by Cities and Groups.

Urban locals Urban migrants Rural migrants Subtotal (%)
Beijing 112 151 197 460 (25.67%)
Guangzhou 158 120 164 442 (24.67%)
Shanghai 68 45 281 394 (21.99%)
Tianjin 59 62 375 496 (27.68%)

Subtotal (%) 397 (22.15%) 378 (21.09%) 1017 (56.75%) 1792 (100%)

After considering the official statistics and the categorizations in previous studies (Yang
and Guo 1996, Sun and Fan 2011), the occupations in the urban labour market in this
study are divided into four categories: white-collar jobs (including administrative,
managerial, professional and technical jobs); office clerical jobs; production-related jobs
(including agricultural jobs, industrial production and transportation jobs); and service
jobs (including business and service jobs, retails, restaurant service jobs and other jobs).
The rationale of classifying occupations into these four categories is that the occupations
in same category share many similarities and receive similar treatment in China’s urban

labour market.

Table 3.2 shows the percentage distribution of occupational attainment of urban locals,
urban migrants and rural migrants. Workers in the three groups are all highly represented
in service jobs. The proportions for urban migrants and rural migrants were 50.75%
and 60.82%, respectively, while the corresponding proportion for urban locals was only
40.18%. This high presence could be the result of the privatization and marketization of
previously state-controlled industries. In addition, urban locals and urban migrants were
more concentrated in high-wage occupations, such as white-collar jobs and office clerical

jobs, which accounted for 50.59% and 40.29%, respectively, compared with only 14.54%

International, 39, 246-255 .for details.
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of rural migrants. However, more rural migrants were found to be in production-related
jobs, accounting for 24.65%. The Wilcoxon rank-sum test further indicated that a
significant difference existed in occupational attainment between urban locals and rural
migrants and between urban migrants and rural migrants; however, there was no

significant difference between urban locals and urban migrants.

Table 3. 2 Percentage Distribution of Occupational Attainment of Urban Locals and Migrant

Workers (%)

White-collar jobs Qfﬁce clerical Productlon-related Service jobs
jobs jobs
Urban locals 22.32 28.27 9.23 40.18
Urban migrants  27.16 13.13 8.96 50.75
Rural migrants ~ 8.40 6.14 24.65 60.82
Wilcoxon A: 7z=-9.250, Prob>|zj=0.0000; B: z=-5.882, Prob>|z/=0.0000

rank-sum test C: z=-1.584, Prob>|z|=0.1133

Notes: A is the Wilcoxon rank sum test between rural migrants and urban locals, B is the test
between rural migrants and urban migrants, and C is the test between urban migrants and urban

locals.

The occupational difference between urban locals and migrant workers may indicate that
migrant workers, especially rural migrants, are not treated equally to their urban
counterparts in the urban labour market. The unfair labour market conditions support the
notions of the segregation between urban locals and rural migrants and the segregation
between locals and non-locals. Nevertheless, results from other studies suggest that some
human capital variables and other factors (such as socio-economic development and job
search methods) are important in influencing occupations and may result in occupational
attainment differentials between two groups (Zhao 2003, Gabriel and Schmitz 2006,
Dickerson 2008). In Tables 3.3 and 3.4, the summary statistics and the T-test for

productivity-related characteristics of the three groups show that, at the 5% significance
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level, rural migrants’ personal characteristics and employment environment were
significantly different from those of urban locals and urban migrants. Nevertheless,
between urban locals and urban migrants, only the differences in occupational training,
job search methods and work experience were significant. Indeed, the differentials in
productivity-related characteristics between the two groups might affect their
occupational attainment. However, it remains difficult to identify to what extent the
productivity-related characteristics differentials and the discrimination contribute to the
employment differentials. To disentangle these two components, we employ the

multinomial regression and decomposition approaches.

Table 3. 3 Descriptive Statistics for Productivity-related Characteristics of the Three Groups

Urban locals Urban migrants Rural migrants
Mean S.D Mean S.D Mean S.D
Gender (Reference: female) 0.49 0.50 0.51 0.50 0.59 0.49
Education* 13.08 2.87 13.25 3.15 9.54 291
Working experience** 96.45 104.98 39.73 37.93 52.84 54.24
Training (Reference: No)*** 0.74 0.44 0.56 0.50 0.40 0.49
Job search
Employment agency 0.27 0.45 0.08 0.28 0.08 0.27
Relatives/friends 0.21 0.41 0.27 0.45 0.41 0.49
On one’s own 0.51 0.50 0.65 0.48 0.50 0.50
City
Beijing 0.28 0.45 0.40 0.49 0.19 0.40
Tianjin 0.15 0.36 0.16 0.37 0.37 0.48
Shanghai 0.17 0.38 0.12 0.32 0.28 0.45
Guangzhou 0.40 0.49 0.32 0.47 0.16 0.37

Notes: * Education is the number of years of formal education of the respondents.
** Working experience is the number of months respondents have been working in cities.

*** Training is whether the respondents have attended a job-related formal training.
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Table 3. 4 T-test on the Differences in Productivity-related Characteristics among the Three

Groups

Rural migrants vs Urban migrants vs Rural migrants vs

Urban locals Urban locals Urban migrants

t Pr(IT|>t) ¢ Pr(T|>t) t Pr([T| > |t)
Gender -2.7702 0.0059 -0.5830 0.5603 2.0263 0.0434
Education -10.5556 0.0000 0.0492 0.9608 9.9749 0.0000
Training 9.4402 0.0000 5.0803 0.0000 -3.4511 0.0006
Experience 7.0792 0.0000 9.7509 0.0000 4.1172 0.0000
Job search -4.2870 0.0000 -5.8064 0.0000 3.5763 0.0004
City -9.7692 0.0000 1.8467 0.0652 -11.4824 0.0000
3.4. Models

The occupations in the present study are categorical-dependent variables with more than
two possible outcomes. The multinomial logit model is therefore adopted to estimate the
probability that a worker is employed in one of four broadly defined categories. This
model is a straightforward extension of the logistic model and allows the effects of
independent variables to vary for different outcomes without following a multivariate
normal distribution (Press and Wilson 1978). It is appropriate for analyzing the
relationships between a number of covariates and a dependent variable with more than
two possible unordered outcomes (Yang and Guo 1996, Agresti 2002). The multinomial
logit model takes the following function form:

PY=ilx) | Y
m{myaﬁ;ﬁ”’xﬁﬂf (1)

i=12,---ni#r

where i represents the occupational category, r is denoted as the base or the reference
occupation. The dependant is the log odds that an individual works in occupation i

relative to the reference occupation. X is a sector of productivity-related characteristics. 3
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is a sector of coefficients estimated associated with occupation i that shows the impact of
X variables on the odds of being in a specific occupation rather than the reference

occupation. ; is the error term.

The Oaxaca-Blinder decomposition method is the one of the most widely adopted
approaches to quantify the contributions of group differences in productivity-related
characteristics and discrimination to the labour market differentials (Oaxaca 1973). For a

non-linear equation, such as Y=F(X-), the decomposition equation can be written as:

_ N H Nt (2)
| SR A" ZF(Xﬂ )} {ZF(Xﬁ ) ZF(Xﬂ)

i=1 i=1

where superscripts H and L refer to urban locals and migrant workers, respectively. N is
the sample size for each group. The first term on the right-hand side of the equation is the
explained part of the employment gap that is attributable to the group difference in mean
productivity-related characteristics, and the second term is the unexplained part of the
employment gap that is attributable tothe group difference in returns to
productivity-related characteristics. The unexplained portion of the employment gap is

often attributed to discrimination.

A practical concern associated with Oaxaca-Blinder decomposition is the well-known
index number problem or path-dependence (see examples in Bourguignon and Ferreira
2005, Démurger et al. 2009, Meng and Zhang 2001). The decomposition results may
differ according to which group’s occupational attainment is chosen as the
non-discriminatory norm. For instance, the extent of discrimination in equation (2) is
estimated based on urban locals’ occupational attainment determination rule p"'. However,
it could also be calculated based on migrant workers’ occupational determination rule p".

The results will not be identical and will be sensitive to the chosen path. To ensure the
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robustness of results, this research deals with this issue by reporting the average of both

possible Oaxaca-Blinder decomposition results.

In addition, it should be noted that to be consistent with all studies of discrimination in
labour market, the unexplained portion of the occupational attainment gap that is
estimated between urban locals and migrant workers cannot be fully attributed to the
discrimination. Some unobservable effects, such as people’s abilities in accessing
information, adaptation to urban environments, or other similar productivity-related
factors, could not be identified and included in this study. As a consequence, their
contribution to the occupational attainment differentials may be included in the
unexplained component, which may bias the estimation of the extent of discrimination.
However, it is generally accepted that a large proportion of unexplained wage or
occupational differentials should be attributed to the different treatment for migrant

workers (Meng and Zhang 2001).

3.5. Results

Although China’s urban labour market has undertaken considerable reform in the last
thirty years, the legacy of the hukou system—such as the segregation between urban
locals and rural migrants and the segregation between locals and non-locals—continues
to affect wage earnings and access to employment. As a consequence, both urban
migrants and rural migrants might suffer different extents of discrimination in
occupational attainment due to the lack of local or urban hukou. In this section, we adopt
the multinomial regression and decomposition method to estimate the extent of

discrimination in occupational attainment against migrant workers.

3.5.1 The multivariate analysis
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Table 3.5 presents the maximum likelihood estimation results of occupational attainment
of urban locals, urban migrants and rural migrants. The group of service jobs is taken to
be the reference group, and the estimated coefficients are explained relative to the

reference group.

Table 3. 5 Determinants of Occupational Attainment of the Three Groups.

White-collar jobs Office clerical jobs Production-related jobs
Coefficient S:?:iard Coefficient S;f:riard Coefficient S;;l:rc:ard

Urban locals
Gender (ref: Female) 0.8546** 0.3578 0.2852 0.3105 0.8970* 0.4826
Age 0.0167 0.1283 -0.1299 0.1073 0.0051 0.1969
Age2 -0.0002 0.0016 0.0017 0.0013 -0.0007 0.0025
Education 0.3434***  0.0870 0.2658***  0.0711 -0.1139 0.0971
Experience 0.0044** 0.0021 0.0024 0.0020 0.0081***  0.0024
Training 0.8538* 0.4520 0.2204 0.3550 0.8041 0.5830
Job search (ref: on one’s own)

Employment agency 2.0144***  0.4655 0.9847** 0.4187 0.9092 0.5900

Friends/relatives -0.1626 0.4937 -0.1072 0.3822 0.5952 0.5624
City (ref: Tianjin)

Beijing 0.7535 0.5409 0.6573 0.4594 -0.0581 0.7511

Shanghai -0.4548 0.6699 -0.0866 0.5257 0.6955 0.6986

Guangzhou 0.8793 0.5880 -0.0291 0.5171 -0.3102 0.8133
Constant -8.1305%**  3.0958 -2.4244 2.5343 -1.5088 4.0984
R2 0.1750
Observations 330
Urban migrants
Gender (ref: Female) 0.6949** 0.3232 0.5108 0.3898 1.2803***  0.4797
Age -0.0498 0.1466 0.0210 0.2265 0.1022 0.1479
Age2 0.0011 0.0020 -0.0008 0.0034 -0.0011 0.0020
Education 0.4500***  0.0799 0.4436***  0.1037 -0.0355 0.0820
Experience -0.0010 0.0052 -0.0013 0.0069 -0.0098 0.0066
Training 0.4301 0.3356 0.2858 0.4016 1.1563** 0.4778
Job search (ref: on one’s own)

Employment agency -0.2694 0.5421 -0.2585 0.7417 1.1633* 0.6799

Friends/relatives -0.8114%* 0.4323 0.2811 0.4428 -0.0044 0.5026
City (ref: Tianjin)

Beijing 1.6403** 0.6794 -0.4476 0.5433 -2.0737%%*  0.6668

Shanghai 1.5436%** 0.7644 -1.2955 0.8988 -0.8894 0.6818

Guangzhou 0.8334 0.7293 -0.4778 0.5788 -0.5176 0.5880
Constant -8.1263%**  2.5431 -7.4114%* 3.5173 -3.6259 2.9165

100



White-collar jobs Office clerical jobs Production-related jobs

Coefficient S;f:iard Coefficient S;f:riard Coefficient S;f:riard

R2 0.2170
Observations 328
Rural migrants
Gender (ref: Female) 0.0620 0.2751 -1.0970%**  (0.3272 0.3406* 0.1784
Age 0.1065 0.1081 -0.0543 0.0816 0.1307** 0.0636
Age?2 -0.0016 0.0015 0.0015 0.0011 -0.0019** 0.0009
Education 0.1350***  0.0504 0.2796***  0.0672 -0.0326 0.0355
Experience 0.0020 0.0026 -0.0094***  (0.0035 -0.0040** 0.0019
Training 1.6084*** (2844 2.3564%**  (0.4056 0.5404***  (.1824
Job search (ref: on one’s own)

Employment agency 0.4351 0.4647 0.4694 0.5589 0.9001*** 03174

Friends/relatives -0.5485%* 0.3049 -0.1939 0.3468 -0.1360 0.1815
City (ref: Tianjin)

Beijing 0.4361 0.3577 -1.7547%**  (0.4787 -2.0321***  (.3351

Shanghai 0.3933 0.3643 -1.4054%**  (0.4497 -0.1786 0.1944

Guangzhou -0.2307 0.5513 -1.4518** 0.5716 -0.7020** 0.3345
Constant -6.0713** 1.9440 -4.7808***  1.6804 -2.4820%** 1.1691
R2 0.1426
Observations 904

Notes: 1. * P <0.1, ** P <0.05, *** P<0.01.

The impact of gender on occupational attainment appears significant for all three groups.
Given that all other factors are held constant, being male increases the odds of obtaining
white-collar jobs for urban locals by 10.15% and for urban migrants by 8.51%, and of
obtaining production related jobs for urban locals by 3.99%, for urban migrants by 6.48%
and for rural migrants by 6.54%. This indicates that gender discrimination in
occupational attainment is widespread and more severe in formal sectors and among
migrant workers. However, male rural migrants are less likely to be employed in office
clerical jobs (3.53% lower). This is consistent with the literature that women have a

higher probability to engage in clerking, secretarial and receptionist jobs (Huang 2001).
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Estimations show an inverted U-shape relation between age and the probability of
becoming production-related workers for rural migrants, reaching a certain threshold at
approximately age 34. This could be due to that most production-related jobs are
labour-intensive, and low-skilled, and health and physical demanding, and thus closely
correlated with workers’ age. Young rural migrants are preferred by employers to do

these jobs.

Education has a significant effect on the odds of obtaining white-collar jobs and office
clerical jobs for all three groups. Having an additional year of education, the odds of
obtaining white-collar jobs tend to increase by 3.78% for urban locals, by 6.55% for
urban migrants and by 0.8% for rural migrants; the odds of obtaining office clerical jobs
are expected to increase by 3.98% for urban locals, by 3.28% for urban migrants and by
0.71% for rural migrants. This implies that the urban local and urban migrant models
select educated workers into the high-wage occupations much more strongly than does
the rural migrant model. This result is consistent with the previous findings that the rate of
return to education is significantly higher for urban residents than for rural migrants
because of the poorer educational quality in rural areas (Maurer-Fazio and Dinh 2004).
However, education does not have a significant effect on the probability of obtaining
production-related jobs relative to service jobs. As suggested by other studies, this might
be due to that these two jobs are not significantly different in terms of education, and both

could be performed by individuals with low educational attainment (Chen 2011).

Work experience is significant in explaining the occupational attainment of urban locals
and rural migrants. One additional month of work experience increases the odds of being
in white-collar jobs and production-related jobs by 0.04% for urban locals but decreases

the odds of being in office clerical jobs by 0.02% and of being in production-related jobs
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by 0.07% for rural migrants. This result is most likely because more than 60% of rural
migrants in this study work in service jobs. These people are more likely to have similar
work experiences (as service workers), which could significantly increase individuals’
chances of being in service jobs rather than other types of jobs. The results from prior
study also suggest that rural migrants with greater city experience are more likely to be in

the self-employed group engaging in service works in informal sector (Meng 2001).

Occupational training tends to play an important role in occupational attainment in the
three groups. Having occupational training, the odds of obtaining white-collar jobs are
expected to increase by 9.6% for urban locals and by 9.37% for rural migrants, the odds
of obtaining office clerical jobs increase by 7.26% for rural migrants, and the odds of
obtaining production-related jobs increase by 6.06% for urban migrants and 4.66% for
rural migrants. One reason for the higher rewards to urban locals’ and urban migrants’
training is that, already with better human capital than rural migrants, their occupational
skills and knowledge could be improved more significantly by training than that of rural
migrants, which increases the chance to acquire other jobs relative to service jobs. In
addition, the results further indicate that occupational training remains important for rural

migrants to move out of low-wage jobs.

Job search methods exert a significant effect on the occupational attainment for all three
groups. Finding jobs through employment agencies tends to increase urban locals’ odds
of being in white-collar jobs by 27.09% and of being in office clerical jobs by 2.19%.
However, this job search method only increases the odds of obtaining production-related
jobs by 11.98% for urban migrants and by 17.43% for rural migrants. This result implies
that white-collar jobs and office clerical jobs are more likely to be institutionally

controlled by central or local governments. It is very difficult for individuals with
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non-local hukou to gain these occupations whether through employment agencies or
friends/relatives. This can be further supported by the significantly negative effect of
informal social network such as friends and relatives on job hunting in this study. There is
persistent evidence that many rural migrants find jobs through the informal social
network which can provide valuable information and opportunities in the urban labour
market (Zhao 2003, Bian et al. 2005). Nevertheless, because migrants usually have
similar socio-economic status and employment attainments, this social network only
links persons of the same hierarchical rank and thus cannot bridge interclass information
and social sources, such as power, wealth and prestige of social contacts. Therefore,
finding jobs through relatives or friends actually restricts migrants to low-wage jobs,
which further reinforces labour sorting and occupational segregation. Our results suggest
that it decreases the odds of being in white-collar jobs by 12.66% for urban migrants and

by 2.94% for rural migrants.

The socio-economic development in Beijing, Shanghai and Guangzhou only increase the
odds of being in white-collar jobs by approximately 35% for urban migrants, but decrease
the odds of being in office clerical jobs by approximately 25% for rural migrants, and of
being in production-related jobs by 14.62% for urban migrants and by 10-25% for rural
migrants. This reaffirms the fact that, in addition to economic factors, migrant workers’
occupational attainment might also be affected by the relevant employment policies

imposed by local governments in destinations.

The F-test results also indicate that there are significant differences in the determinants of

occupational attainment among the three groups'®. The structural difference in returns to

' The F-statistics are 9039.63 between urban locals and urban migrants, 3101.18 between urban

locals and rural migrants, and 16197.15 between urban migrants and rural migrants, which are
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productivity-related characteristics between urban locals and migrant workers indicates
that they might be treated differently in the urban labour market. As discussed above, the
different treatment is mostly the result of the segmented labour market and the prejudiced
attitudes of urban residents and local governments. Based on the coefficients of the three
groups in Table 3.5, we employ the Oaxaca-Blinder decomposition approach to evaluate

the extent of discrimination in occupational attainment.
3.5.2 Decomposition of occupational attainment differentials

Table 3.6 presents the decomposition results of occupational attainment differentials
between urban locals and migrant workers. The explained portion measures the
employment gap caused by the difference in mean productivity-related characteristics
between the two groups, and the unexplained portion measures the employment gap
caused by the difference in returns to productivity-related characteristics between the
members of the two groups. The results show that a considerable employment gap is
driven by the differential returns, which might be attributable to the discrimination.
Compared with urban locals, the extent of discrimination against rural migrants is
27.61%" in obtaining white-collar jobs, 33.74% in obtaining office clerical jobs, 39.11%
in obtaining production-related jobs and 25.58% in obtaining service jobs. Although
urban migrants also face discrimination in obtaining these four occupations, their labour
market status as a whole is better than that of rural migrants. The unexplained portion is
only 22.04% between urban locals and urban migrants in obtaining white-collar jobs,

30.88% in obtaining office clerical jobs, 29.63% in obtaining production-related jobs and

greater than the critical value at the 1% significance level.

"> The extent of discrimination= (the unexplained portion)/(the raw differentials) *100% =

3.84/13.92 *100%=27.61%.
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34.90% in obtaining service jobs. The greater extent of discrimination against rural
migrants reflects that they face dual discrimination arising from both segregations
between locals and non-locals and between urban locals and rural migrants, while urban
migrants only face discrimination that stems from the segregation between locals and

non-locals.

In terms of obtaining service jobs, however, our results suggest that the discrimination
against urban migrants is higher than that against rural migrants. A plausible explanation
is that in China’s urban labour market, some service jobs rejected by urban locals are
labour-intensive, low-skilled and hazardous. To reduce costs and increase efficiency,
employers prefer to employ rural migrants who are qualified and more willing to do these
jobs. As a result, urban migrants rather than rural migrants face a greater extent of
discrimination. This point of view is further confirmed by the negative discrimination in
obtaining service jobs against rural migrants when compared with urban migrants, which

accounts for 17.95% of the raw differentials.
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Table 3. 6 The extent of discrimination against migrant workers in Occupational Attainment (%).

White-collar jobs J%fbf;ce clerical fggg“"t‘on'fdawd Service jobs
Urban locals VS rural migrants
Raw differentials 13.92 22.13 -15.42 -20.64
Explained 10.08 14.66 -9.39 -15.36
Unexplained 3.84 7.47 -6.03 -5.28
Discrimination 27.61 33.74 39.11 25.58
Urban locals VS urban migrants
Raw differentials -4.84 15.14 0.27 -10.57
Explained -3.77 10.46 0.19 -6.88
Unexplained -1.07 4.68 0.08 -3.69
Discrimination 22.04 30.88 29.63 34.90
Urban migrants VS rural migrants
Raw differentials 18.76 6.99 -15.69 -10.07
Explained 17.84 6.09 -12.06 -11.88
Unexplained 0.92 0.90 -3.63 1.81
Discrimination 4.92 12.90 23.15 -17.95

The decomposition within migrant workers showed that rural migrants experience
discrimination in obtaining three occupations compared with urban migrants. The extent
of discrimination is 4.92% in obtaining white-collar jobs, 12.90% in obtaining office
clerical jobs and 23.15% in obtaining production-related jobs. Regarding the hypothesis,
our results indicate that the extent of discrimination against urban migrants compared
with urban locals is generally greater than the extent of discrimination against rural
migrants compared with urban migrants, suggesting that the segmentation of urban
labour market is currently dominated by the segregation between locals and non-locals
rather than the segregation between urban locals and rural migrants, which was dominant

in the earlier stage of reforms. The results support Hypothesis 2.

To sum up the above findings, it is clear that as a legacy of the planned economy, the

hukou system remains effective in the segmentation of China’s urban labour market and
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in creating social stratification. The segmentation of urban labour market, including the
segregation between locals and non-locals and the segregation between urban locals and
rural migrants, has resulted in severe discrimination against urban/rural migrant workers
in occupational attainment when compared with their urban counterparts. The
occupational discrimination prevents efficient labour allocation and mobility, which
could result in a significant reduction of labour productivity and a waste of social sources
as workers may have been located in a position mismatching their capacity. In addition,
as an important subset of migrant workers, urban migrants are also treated differently
from urban locals. The comparison of the extent of discrimination against urban migrants
compared with urban locals and the extent of discrimination against rural migrants
compared with urban migrants confirms that the segmentation of the urban labour market
is mainly dominated by the segregation between locals and non-locals at present rather
than the segregation between urban locals and rural migrants that dominated for many

decades previously.

3.6. Conclusion

While China’s urban labour market has undergone considerable reform in the last three
decades, and particularly since the 1990s, the hukou system continues to play an
important role in determining migrants’ access to urban employment. Migrant workers
are most likely to end up in the bottom rungs of the occupational structure and engage in
dirty and dangerous jobs. This study provides the first set of evidence about the extent of
discrimination in occupational attainment against migrant workers by adopting an
extended framework that considers both the segregation between urban locals and rural

migrants and the segregation between locals and non-locals. The investigation
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empirically extends the application of discrimination theory and segmented labour
market theory to rural migrants, urban migrants and to a transitional society; it also

contributes to a better understanding of the labour market experience of migrant workers.

The study confirms the severe occupational segregation among urban locals, urban
migrants and rural migrants in China’s urban labour market due to the two segregations
imposed by the hukou system. In addition to service jobs, urban locals and urban migrants
were more concentrated in white-collar jobs and office clerical jobs, while rural migrants

were highly skewed in production-related jobs.

A part of these disparities is caused by the group difference in returns to
productivity-related characteristics, which is attributed to discrimination. Compared with
urban locals, both urban migrants and rural migrants are subject to discrimination in
obtaining all four occupations. However, the labour market status of urban migrants as a
whole is better than that of rural migrants. The greater extent of discrimination against
rural migrants reflects that they face dual discrimination arising from both segregations
between locals and non-locals and between urban locals and rural migrants, while urban
migrants only face the discrimination arising from the segregation between locals and
non-locals. Nevertheless, our results suggest that the discrimination against urban
migrants is higher than that against rural migrants in obtaining service jobs. This could be
due to that rural migrants are more desired by employers than urban migrants to
undertake certain service jobs that are particularly labour-intensive, low-skilled and
hazardous. This viewpoint is further supported by the negative extent of discrimination in

terms of being in service jobs against rural migrants compared with urban migrants.

Compared to urban migrants, rural migrants experience discrimination in obtaining

almost all occupational categories. The extent of discrimination against urban migrants
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compared with urban locals is greater than that against rural migrants compared with
urban migrants, which suggests that the segregation between locals and non-locals has
played a leading role in the current segmentation of the urban labour market. This reflects
a profound transformation from a Aukou-dominated urban-rural dichotomy in China’s
urban labour market in the first 20 years after the economic reforms to the segregation

between locals and migrants in recent years.

The fundamental and intensive reforms in China’s urban labour market and in the Aukou
system since the 1990s have accelerated socio-economic development and improved
some aspects of the working conditions of migrant workers. Nonetheless, the present
study indicates that the hukou system continues to function in social and labour
stratifications, and plays a negative role in improving the working conditions and living
standards of workers. The discrimination imposed by the hukou system has reduced the
labour productivity and threatened the social stability. This result suggests that there is a
need to further reform the hukou system and establish effective and fair employment
arrangements for migrant workers, to continually attract and retain them in the coastal
cities in the context of emerging labour shortage. For instance, some scholars indicate
that the reform should be directed to disconnect the hukou status from job opportunities
and the distribution of employee benefits and public service (Cai 2011, Cheng et al. 2013),
and to eliminate the institutional constraints on movements between segments in the
urban labour market (Meng and Zhang 2001). The anti-discrimination policy in China’s
urban labour market should be oriented to eliminate the segregation between locals and
non-locals rather than only the segregation between rural migrants and urban locals.
Furthermore, urban migrants should be taken into the consideration when the urban

labour market policies and regulations are formulated.
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Chapter 4 A Distributional Analysis of Wage Discrimination

against Migrant Workers in China’s Urban Labour Market
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Abstract: In China’s urban labour market, migrants without a local household
registration (or hukou) are often discriminated against by urban authorities and employers.
This study examines the impact of discrimination on wage distribution differentials
among urban locals, urban migrants and rural migrants through an extended analytical
framework that considers the segregation between urban locals and rural migrants and the
segregation between locals and non-locals. The results show that, when compared with
urban locals, rural migrants with median income level and above face discrimination,
whereas urban migrants with median income level and below face discrimination but to a
much lesser extent. Because of the structural difference in employment, urban locals
rather than migrant workers with the rest of the income levels are discriminated against.
The results suggest that the hukou system continues to play an important role in
segmenting China’s urban labour market. The extent of discrimination against urban
migrants relative to urban locals is greater than that against rural migrants relative to
urban migrants, which suggests that the segmentation of the urban labour market is
largely determined by the segregation between locals and non-locals rather than the
segregation between urban locals and rural migrants, which was the case in the recent

past.

Key words: China, urban labour market, migrant workers, wage discrimination
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4.1. Introduction

A massive population migration into the cities has been one of the most significant
socio-economic transformations in post-reform China. In the past three decades, the
so-called floating population'® of migrants who have left their origin of household
registration'’ for at least six months, has increased 32-fold from 7 million in 1982 to 221
million in 2010 (NBSC 1982, NBSC 2011). The floating population in the cities contains
urban migrants and rural migrants. Urban migrants possess urban hukou in cities other

than their destinations, while rural migrants possess rural hukou from the countryside.

The floating population has contributed approximately 21% of GDP growth and 75% of
urbanization growth between 1978 and 1999 (Zhang and Song 2003, Cai and Wang 1999).
However, due to their non-local hukou status, the majority of migrant workers are treated
differently from urban locals in the urban labour market (Roberts 1997, Guo and Iredale

2004).

Migrant workers tend to earn a lower wage than urban locals even on the same jobs (Lu
and Song 2006, Sylvie et al. 2008). In 2004, the average monthly wage of urban locals
was 1,335 yuan, which was 2.48 times that of migrant workers (Yao, Xu and Xue 2008).
Although in recent years, the overall wage level has gradually increased due to
socio-economic development and urban labour market reform, the wage gap between
urban locals and migrant workers has widened. A survey of rural migrants in 2009

showed that the monthly wage of urban locals was 6,394 yuan, which was 4.51 times

' The floating population is defined as individuals who have left their original hukou registration

for at least six months but who have continued to hold their original hukou registration.

'7 The household registration system, or hukou, is an identification system in which every Chinese
citizen is classified as either a rural hukou resident or an urban hukou resident.
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higher than that of rural migrants (NBSC 2009). Wage differentials are also significant
among migrant workers. Another survey in 2009 showed that the income of urban

migrants was 1.54 times that of rural migrants (NPFPC 2010).

China is not the only country experiencing large scale migration due to industrialization
and urbanization and inequalities between urban locals and migrant workers. A similar
phenomenon has also been observed in developed economies such as the U.S. and the
U.K. They have seen inequalities in occupational attainment and wage differentials
between racial groups and between immigrant workers and native workers (Massey et al.
1994, Zhou and Logan 1989). The human capital theory suggests that these inequalities
are the result of the heterogeneity in productivity-related characteristics such as age,
education, working experience and so on (Schultz 1961). However, the literature shows
that wage differentials remain even after controlling for these characteristics. A plausible
explanation is that the remaining wage differentials are the product of discrimination
(Brown, Moon and Zoloth 1980, Gustafsson and Li 2000, Borjas 1995). Several studies
on income inequalities between native and immigrant workers and among racial groups
in developed countries showed that approximately 10-60% of wage differentials could
not be explained by the human capital gap and that discrimination is more intense at
low-income levels (Guenter 2000, Juan and César 2008, Arabsheibani and Wang 2008).
These studies suggest that racial or residential status usually induce mistreatment and

discrimination in labour market.

In China’s transitional economy, the factors contributing to the labour market inequalities
show some distinctive features compared to those in developed economies. Although
China’s urban labour market has gone through tremendous changes over the last thirty

years of economic reform, it remains underdeveloped and relatively informal. The hukou
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system has fostered a segmented urban labour market, which has resulted in a
disadvantaged socio-economic status for migrant workers (Knight and Song 1999,
Goldstein and Goldstein 1991). Researchers have consistently observed that the
institutional segmentation and the discrimination imposed by the hukou system are some
of the most important explanations for the wage differentials between urban locals and
migrant workers (Lu and Song 2006, Dong and Bowles 2002, Zhao 2002, Zhang 2006).
Several decomposition analyses have indicated that approximately 25-50% of the
earnings gap is attributable to an unexplained portion, which could include the factors
other than human capital related, such as discrimination (Meng and Zhang 2001,
Maurer-Fazio and Dinh 2004). Studies also show that migrant workers are treated even
worse in the urban labour market after taking into account urban locals’ non-wage

bonuses and non-financial benefits (e.g. Lee 2012).

Nevertheless, the empirical literature on the extent of labour market segmentation and
discrimination against migrants in China’s urban labour market is less developed. In
addition, most existing studies focus on the segregation between urban locals and rural
migrants. Little research has examined the discrimination in relation to urban-biased
economic policy, relaxation of the hukou system, and diversification in the composition

of migrant workers, especially migrants from other urban areas.

The analytical framework of the urban-rural dichotomy in the urban labour market has
been widely adopted in researching the mechanism of economic exclusion and
discrimination against rural migrants (Meng and Zhang 2001, Knight and Song 1999).
However, this framework either does not distinguish urban migrants from rural migrants
or excludes urban migrants from the analysis. Therefore, this framework fails to adapt to

the changing composition of migrants, which is more diversified than it was in the 1980s
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and early 1990s. In fact, the proportion of urban migrants has gradually increased to
23.9% of the floating population in 2000 (Zhang 2007). Current estimates are even higher.
Urban migrants have a comparatively advantageous status compared with rural migrants
due to their urban hukou but are at a disadvantage compared to urban locals due to their
non-local hukou. This has importance implications in studying discrimination against
migrant workers. However, few empirical studies have investigated the wage

differentials and discrimination against urban migrants and rural migrants.

The distributional analysis of wage differentials has attracted much attention in labour
economics over the last decade in the context of increasing wage inequalities in many
countries. In China, the overall Gini coefficient had increased from 0.30 to 0.46 between
1978 and 2006 (Chen et al. 2010). Even larger inequalities were found among urban
migrants and urban locals who had Gini coefficients of 0.54 and 0.52 in 2008,
respectively; the Gini coefficient (0.43) among rural migrants was lower but still

considerable (Guo and Cheng 2010).

Previous research, however, has mostly focused on the mean wage gap among different
groups (Démurger et al. 2009, Maurer-Fazio and Dinh 2004). Little research has been
conducted to estimate the extent of discrimination against migrant workers in wage
distribution. Some scholars have argued that migrant workers were more qualified than
urban locals within the category of low-tier jobs (Meng and Zhang 2001). Theoretically,
migrant workers may be more favored by some employers who offer low-tier jobs,
resulting in that urban locals with low income levels rather than migrants are
discriminated against in the urban labour market. Nevertheless, this theoretical point of

view has not been empirically examined in prior studies.

The present study aims to fill these gaps in the literature on migration and discrimination
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by examining to what extent discrimination against migrant workers contributes to the
wage distribution differentials. This research empirically extends the application of
discrimination theory and segmented labour market theory to both rural migrants and
urban migrants in a transitional society. From applied perspectives, the study offers
evidence-based policy recommendations to improve the labour conditions for migrant

workers.

This paper is structured as follows. The next section reviews the changes of China’s urban
labour market and provides an integrative framework for empirical analysis. Section 3
introduces the data and the descriptive analysis. Section 4 outlines the models adopted in
this study. Section 5 presents the empirical results of a quantile regression and

decomposition of the wage distribution differentials. The last section draws a conclusion.

4.2. Background and Analytical Framework

China’s urban labour market has undergone a series of remarkable changes over the last
thirty years of economic reform. Under the planned economic regime, China’s urban and
rural labour forces were isolated owing to the hukou system that prohibited migration.
While urban residents were entitled to grain rations, education, employment, housing and
social security, rural residents were confined to the countryside and it was almost
impossible for them to undertake any migration between urban and rural areas and across

regions (Sun and Fan 2011).

The emergence of a market economy witnessed a dramatic marketization in the
commodities and labour market. With the rapid development of Special Economic Zones
and the booming urban private and informal sectors, a new labour regime that minimized

cost and maximized efficiency was required to fill vacancies and help generate rapid
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economic growth (Fan 2003). In order to attract cheap labour, the central government
began to allow rural surplus labour looking for higher income to migrate and work in
urban industries. As a consequence, the number of rural migrants increased dramatically

from 30 million in 1989 to 62 million in 1993 (Li 2008).

Although the strict restrictions on rural-urban migration have been relaxed considerably,
the hukou system continues to function as an “invisible wall” between urban locals and
migrant workers, which has resulted in an urban-rural dichotomy in the urban labour
market (Appleton et al. 2004, Maurer-Fazio and Dinh 2004). For instance, without urban
hukou, rural migrants are socially and economically separated from—and considered
inferior to—Tlocal residents (Laurence 2002). Typically, migrant workers are employed in
informal sectors and in low-tier jobs, whereas urban locals not only have secured jobs
with higher wages but also enjoy better working conditions and more social services
(Meng and Zhang 2001). Moreover, rural migrants are socially and/or residentially
segregated from locals by living in low-income, inferior or deprived housing areas (Song,

Zenou and Chengri Ding 2008).

Since the late 1990s, a new type of segregation between locals and non-locals—in which
local government is a driver—has emerged. The fiscal decentralization in the 1980s gave
local governments the right to administer local finances and the responsibility to maintain
a good level of momentum for socio-economic development and social stability. The
restructure of state-owned enterprises since 1997 had resulted in millions of urban
workers being laid off and caused serious unemployment and fierce competition in the
urban labour market. As a consequence, both local government and urban locals regarded
migrant workers as competitors to urban workers and troublemakers who brought in

instability. Thus, local governments implemented discriminatory policies against
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migrants in response to the unemployment problem (Appleton et al. 2004). Some cities
prohibited the employment of migrant workers in certain occupations and even forced
some enterprises to lay off migrant workers in favour of urban locals (Cai, Du and Wang
2001). These regulations were terminated recently after a series of laws and regulations
issued by the central government that explicitly required local governments to enforce
equal pay and equal job opportunities for migrant workers. However, the local
governments’ objective of segregation between locals and non-locals has shifted from
protecting employment opportunities for urban locals to ensuring social security and

welfare benefits for urban locals at the expense of migrants.

In view of the changing labour market, an integrative framework, that considers the
segregation between urban locals and rural migrants and the segregation between locals
and non-locals, has been developed to study the socio-economic status of migrant
workers (Guo and Zhang 2012). This framework argues, first, that the urban-rural
dichotomy in the urban labour market has largely disappeared since the early 2000s
because the central government has shifted the focus of policy about migrant workers
from restriction to integration. For instance, after the substantial reforms in the Aukou
system and the associated employment and social security, almost all
previous laws and regulations that restricted rural-urban migration and rural migrants’
occupational choices were abolished. Nevertheless, the depth, scope and pace of hukou
reform have not met many scholars’ expectations (Liu 2005, Chan 1996). It appears that
the segregation will linger and continue to play a role in shaping urban inequality and
social stratification (Wang, Zuo and Ruan 2002). Second, in the past twenty years, along
with the gradual weakening of the segregation between urban locals and rural migrants,

the segregation between locals and non-locals has become increasingly more dominant in
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the segmentation of China’s urban labour market due to the growing local protectionism

in favour of locals.

Under this general analytical framework, urban migrants are also included using the
so-called three-group analytical approach. This approach investigates the labour market
differentials among three groups, i.e., between urban locals and urban migrants, between
urban locals and rural migrants and between urban migrants and rural migrants. This
approach better considers the reality of the two types of segregation in China’s urban
labour market and their interactions. The segregation between urban locals and rural
migrants continues to affect rural migrants, while the segregation between locals and
non-locals affects both rural migrants and urban migrants who are non-locals in their
destination. To examine which segregation plays a leading role in the current

segmentation of the urban labour market, our hypotheses are:

H1: If the labour market outcomes of urban migrants are similar to those of urban
residents, but significantly better than those of rural migrants, the segregation between

urban locals and rural migrants dominates in the segmentation of the urban labour market.

H2: If the labour market outcomes of urban migrants are similar to those of rural migrants,
but significantly worse than those of urban locals, the segmentation of the urban labour

market is mainly determined by the segregation between locals and non-locals.

H3: Discrimination contributes significantly to the labour market outcome differentials
between urban residents and rural migrants but less significantly between urban residents

and urban migrants.

The present study adopts this framework to investigate to what extent discrimination

against migrant workers, including those from rural areas and urban areas, contributes to
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wage distribution differentials.

4.3. Data and Descriptive Analysis

This study uses data from the Rural Migrant Labour in Large Chinese Cities Survey, a
Discovery Project funded by the Australian Research Council. It was conducted by
Macquarie University and Nankai University in Beijing, Shanghai, Tianjin and
Guangzhou in 2008. The survey adopted a multi-stage stratified random sampling
method. All districts in the four cities were taken as a sample frame. In each city, one
urban and one suburban district were randomly selected; then two neighbourhood
committees (juweihui) were randomly chosen from each district; finally one hundred
randomly selected households in each selected neighbourhood committee, including both
local households and migrant households, were interviewed with the aid of
questionnaires to collect both individual and household data. The information collected in
this survey includes individual members’ personal characteristics, wage earnings,
employment status and so on. The survey finally received 1,797 valid questionnaires
response, with a 99.6% effective rate. Among them 1,017 were rural migrants (57%), 378

were urban migrants (21%), and 397 were local residents (22%) (See Table 4.1).

Table 4. 1 Survey Sample Distribution by Cities and Groups.

Urban locals Urban migrants Rural migrants Subtotal (%)
Beijing 112 151 197 460 (25.67%)
Guangzhou 158 120 164 442 (24.67%)
Shanghai 68 45 281 394 (21.99%)
Tianjin 59 62 375 496 (27.68%)

Subtotal (%) 397 (22.15%) 378 (21.09%) 1017 (56.75%) 1792 (100%)

Considering the fact that a substantial proportion of migrant workers have to work

128



overtime with little or none extra payment (Chan 2002), we examine the hourly wage of
urban locals and migrant workers. The average hourly wage is based on self-reported data
in the survey, which excludes any non-cash income. Table 4.2 presents the mean hourly
wage and productivity-related characteristics for the three groups. The hourly wage of

urban locals was 19.84 yuan, which was 1.27 times that of urban migrants and 2.19 times

that of rural migrants.

129



Table 4. 2 Summary Statistics of Hourly Wage and Productivity-related Characteristics.

Urban locals Urban migrants Rural migrants
Mean S.D Mean S.D Mean S.D

Hourly wage (yuan) 19.84 83.57 15.63 21.77 9.06 8.28
Gender (Reference: female) 0.49 0.50 0.51 0.50 0.59 0.49
Age 39.59 11.23 36.65 102.02 34.02 9.49
Education* 13.08 2.87 13.25 3.15 9.54 291
Work experience* * 96.45 104.98 39.73 37.93 52.84 54.24
Training (Reference: No)*** 0.74 0.44 0.56 0.50 0.40 0.49
Contract (Reference: No)**** 0.78 0.42 0.57 0.50 0.37 0.48
Employer type

State agency/state-owned company 0.50 0.50 0.16 0.37 0.10 0.30

Collective company 0.08 0.28 0.05 0.22 0.04 0.20

Private company 0.22 0.42 0.43 0.50 0.37 0.48

Self-employment 0.13 0.33 0.30 0.46 0.43 0.50

Others 0.06 0.23 0.04 0.20 0.06 0.23
Occupation (Reference: Blue-collar)***** (.51 0.50 0.40 0.49 0.15 0.35
City

Beijing 0.28 0.45 0.40 0.49 0.19 0.40

Tianjin 0.15 0.36 0.16 0.37 0.37 0.48

Shanghai 0.17 0.38 0.12 0.32 0.28 0.45

Guangzhou 0.40 0.49 0.32 0.47 0.16 0.37

Notes: * Education is the number of years of formal education the respondents have had.

** Work experience is the number of months the respondents have been working at current job.
*** Training is whether the respondents have attended job-related formal training.

**%% Contract is whether the respondents have signed a formal labour contract.

**%3%% White-collar workers include administrators and managers, professionals and technicians,
and clerical and related workers, while blue-collar workers include production and operation

related workers, business and service workers and others.

Figure 4.1 presents the density and cumulative density of hourly wage distribution across
groups. The density diagram shows that the proportion of rural migrants with low and

median wages'® was higher than that of urban migrants and urban locals, while the

'8 Low wage refers to an hourly wage below the 0.3 quantile, median wage refers to an hourly

wage between the 0.3 and 0.7 quantile, high wage refers to an hourly wage above the 0.7 quantile.
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proportions of urban locals and urban migrants with high wages were basically identical
(and higher than that of rural migrants). The cumulative density diagram shows that
urban locals earned a slightly higher hourly wage than urban migrants at most income
levels, while a much higher hourly wage than rural migrants. The wage differentials
between urban locals and rural migrants increased gradually with the increase in income
levels. The results from a Wilcoxon rank-sum test (Table 4.3) further show that at the 5%
level, the wage distribution differentials were significant between urban locals and rural

migrants and between urban migrants and rural migrants.

T T T T T T T T T
0 2 4 6 8 0 2 4 6
Density Function Cumulative Density Function

T
8

Urban locals — — — Urban migrants ----=-- Rural migrants l l

Urban locals — — — Urban migrants ------- Rural migrants

Figure 4. 1 Density Function and Cumulative Density Function of Logarithmic Wage by Three
Groups.

The results indicate that migrant workers are not treated equally to their urban
counterparts in earnings, and rural migrants have the most disadvantaged wage status.
The uneven labour market outcomes seem to support the notions of the segregation
between urban locals and rural migrants and the segregation between locals and

non-locals.
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As aforementioned, however, the wage differentials between two groups may be more or
less determined by the differences in productivity-related characteristics. The statistics
and T-test for personal characteristics and employment status of urban locals and migrant
workers show that, at the 5% level, rural migrants’ personal characteristics and
employment status were significantly different from that of urban locals and urban
migrants (see Table 4.3). Nevertheless, between urban locals and urban migrants, the
only significant differences were in age, job-related training, having a labour contract or
not, type of industry and type of employer. Even if the abovementioned information were
clear, however, it remains difficult to identify to what extent productivity-related
characteristics differentials and discrimination contribute to the wage distribution
differentials. To disentangle these two components, we employ the quantile regression

and decomposition approaches, which are to be discussed in the next section.

Table 4. 3 T-test on the Differences in Hourly Wage and Productivity-related Characteristics.

Rural migrants vs Urban migrants vs Rural migrants vs

Urban locals Urban locals Urban migrants

t Pr(T[>]t) t Pr(IT|>th) t Pr(|T| > [t])
Hourly wage* 8.1560 0.0000 -0.1020 0.9190 8.6260 0.0000
Gender -2.7702 0.0059 -0.5830 0.5603 2.0263 0.0434
Age 7.2402 0.0000 11.6082 0.0000 3.5156 0.0005
Education -10.5556 0.0000 0.0492 0.9608 9.9749 0.0000
Training 9.4402 0.0000 5.0803 0.0000 -3.4511 0.0006
Contract 10.9863 0.0000 5.7618 0.0000 -3.7043 0.0002
Experience 7.0792 0.0000 9.7509 0.0000 4.1172 0.0000
Employer -13.0063 0.0000 -9.3426 0.0000 2.0626 0.0399
Occupation 9.1071 0.0000 1.7647 0.0784 -6.6333 0.0000
City -9.7692 0.0000 1.8467 0.0652 -11.4824 0.0000

Notes: * the test for wage differentials is Wilcoxon rank sum test.

4.4. Models

The Oaxaca-Blinder method is one of the most widely adopted approaches to quantify the
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contributions of group differences in productivity-related characteristics and
discrimination to the mean wage differentials (Oaxaca 1973). However, this approach is

not effective in examining the underlying wage distribution.

In recent years, to study the substantial increase in wage inequality in many countries, this
original method has been considerably improved and extended to distributional
parameters other than the mean (Fortin, Lemieux and Firpo 2011). More recently, the
quantile-based regression and decomposition approaches were developed to untangle the
sources of wage distribution differentials by Machado and Mata (2005). These
approaches are able to reveal details of discrimination against migrant workers across the
distribution of wages, particularly at the tails of the distribution. Since migrant workers in
China are more qualified than urban locals in low-tier jobs (Meng and Zhang 2001), the
quantile approaches are appropriate to analyze whether migrants with low income levels

are being discriminated against.

Based on the Mincer earning function, the quantile regression model can be expressed as

follows:
anw‘ O|x)=xp5,+¢,

where Inw; is hourly wage taking the logarithm. X is a vector of personal characteristics

and employment status. By is a vector of estimated coefficients of variables at the 6
quantile and &g is the error term.

There are two potential selectivity issues in earnings regression. One is the non-random
occurrence of labour market participation, which indicates that not all people who can

work are willing to find a job in the labour market. The selectivity problem would be

prominent in a population in which the labour force participation rate is low, such as the
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approximately 60% level that was found in Australia and Germany in 1980s (Blau and
Kahn 2003, Miller and Rummery 1991). Since the participation rates of urban locals and
migrant workers in China are all higher than 80% (Park and Wang 2010), this selection
issue should not be problematic. One recent study on China, which adopted the standard
Heckman selectivity correction to control for the factors potentially correlated with the
selection of working, also indicated that the participation process had no significant effect
on earnings (Lee 2012). The other issue relates to the fact that migrant workers are not
random samples drawn from a rural population. This may bias the estimation of wage
discrimination. Rural migrants usually have higher earning capacities because they have
better human capital and they are more motivated, resilient and ambitious than
non-migrants in the countryside. Therefore, the wage discrimination might be even
greater if rural migrants are randomly drawn in the rural areas. However, neither this nor
any other studies on China have enough information to address this particular selection

issue.

The quantile decomposition method is employed to estimate the extent of discrimination:
A, Inw, = 0,(Inw) =0, (Inw,) =[Q,(Inw,) 0, (Inw, )]+[Q,(nw, )-0,(Inw,)]
where A, In w, represents the raw wage differentials between group 1 and group j at the 0

quantile; Q,(In W) is the counterfactual wage distribution, that is, the conditional wage

distribution of group j if they had identical marginal returns on various skills as group
1. The first term on the right-hand side of the equation is the explained part of the wage
gap that is attributable to the group differences in personal characteristics and
employment status, and the second term is the unexplained part of the wage gap that is

attributable to group differences in returns on productivity-related characteristics. This
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unexplained portion of the wage gap is often attributed to discrimination.

To be consistent with other decomposition methods, a practical concern associated with
quantile decomposition employed in this study is the well-known index number problem
or path-dependence (see examples in Bourguignon and Ferreira 2005, Démurger et al.
2009, Meng and Zhang 2001). The decomposition results may differ depending on which
group’s earnings are chosen as the non-discriminatory norm, such as urban locals’
earnings, urban migrants’ earnings and rural migrants’ earnings. To ensure the robustness
of results, this paper addresses this issue by reporting a simple average of both possible

decomposition results.

4.5. Results

Although China’s urban labour market has undergone considerable reform in the last
thirty years, the legacy of the hukou system, such as the segregation between urban locals
and rural migrants and the segregation between locals and non-locals, continues to play
an important role in social exclusion and in determining earnings and eligibility for
access to employee benefits. Both urban migrants and rural migrants might suffer wage
discrimination—to different extents, as they do not have local or urban Aukou. In this
section, we adopt the quantile regression and decomposition method to estimate the
extent of discrimination against migrant workers in wage distribution in China’s urban

labour market.
Multivariate Analysis

Before proceeding to the wage decomposition, it is useful to compare the wage
determinants in different groups. Table 4.4 presents the estimated effects of independent

variables on the hourly wage of urban locals, urban migrants and rural migrants. The
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constant terms for urban locals are greater than that for urban migrants and rural migrants
at most income levels, indicating that there is a large unexplained wage premium for
urban locals. The significance of the gender variable reflects that gender discrimination
exists in China's urban labour market and it is more severe among urban locals. Holding
other factors constant, being male increases the hourly wage for urban locals with all
income levels by 24-53%, while for rural migrants with below the median income level
only by 11-35%. This result is consistent with the findings of Liu, Meng and Zhang (2000)
that the extent of gender discrimination declines substantially across ownership sectors
from the state to the private where rural migrants are disproportionately concentrated in,
as there is an increasing degree of decentralization and marketization which drives

employers to reward more to better productivity-related factors.
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Table 4. 4 Quantile Regression on Hourly Wage by Three Groups.

Quantiles
0.1 0.3 0.5 0.7 0.9

Urban locals
Gender (Reference: Female) — (0.2248%** 0.2660%** 0.2615%** 0.2131%* 0.4251 %**
Age -0.0152 -0.0140 -0.0050 0.0499 -0.0724
Age2 0.0000 0.0001 0.0000 -0.0006 0.0010%*
Education (Reference: Primary school and below)

College and above 0.4580 0.4369 1.0588%** 1.2111%%* 1.1820%#*

Senior high school 0.2250 0.0756 0.4838%* 0.5363 0.5111

Junior high school 0.1638 -0.0982 0.3636 0.6660* 0.7226*
Training (Reference: No) 0.0881 -0.0090 -0.1005 -0.2036 -0.4406**
Contract (Reference: No) 0.2025 0.0626 0.1194 0.1229 0.2108
Experience 0.0007 0.0010%* 0.0013%* 0.0008 0.0006
Employer (Reference: Self-employment)

State agency -0.3455%* -0.1639 -0.5180%* -0.5149%* -0.9968***

Collective company -0.5998** -0.3161 -0.5301%* -0.6445%* -0.9869%**

Private enterprise -0.2591 -0.1144 -0.3615 -0.3654 -0.5605

Others -0.5522% -0.3625 -0.4876 -0.4360 -0.9562
Occupation (Reference: Blue-collar)

White-collar 0.0404 0.0891 0.1255 0.0810 0.1573
City (Reference: Tianjin)

Beijing 0.3281 %% 0.3127%** 0.36227%* 0.6497%** 0.4314%*

Shanghai 0.4041%*x* 0.5293%*x* 0.4740%** 0.6603%** 0.2449

Guangzhou 0.2144 0.5926%* 0.6457%%* 0.9393 % 0.6730%%**
Constant 1.3500 1.5828%* 1.3620%* 0.3662 3.6484%**
R2 0.1496 0.2239 0.2407 0.2476 0311
Observations 326
Urban migrants
Gender (Reference: Female)  0.0838 0.0524 0.0601 0.1398** 0.0541
Age 0.0991%* 0.1269%** 0.1378%%* 0.0783%** 0.0878
Age2 -0.0013** -0.0016%** -0.0018%** -0.0009* -0.0010
Education (Reference: Primary school and below)

College and above 0.8919%* 0.4616 0.3933 0.7695%* 0.9723%*

Senior high school 0.6251 0.1145 -0.0130 0.3657 0.8465%*

Junior high school 0.4891 -0.1223 0.0317 0.1636 0.7732%*
Training (Reference: No) 0.2367** 0.2170%*%* 0.2597*%* 0.2457** 0.2951
Contract (Reference: No) 0.2533* 0.1931** 0.1984** 0.0154 -0.2508
Experience 0.0000 0.0000 0.0000 0.0000 0.0000
Employer (Reference: Self-employment)

State agency -0.0131 -0.1031 0.0499 -0.1739 -0.6039%*

Collective company 0.1385 -0.0111 -0.1024 -0.3426%** -0.8499%*

Private enterprise -0.0733 -0.0277 -0.0956 -0.3073%** -0.3484

Others 0.1607 0.0337 -0.1631 -0.1466 -0.1326
Occupation (Reference: Blue-collar)

White-collar 0.415]%%* 0.2265%* 0.1858%* 0.2357** 0.8127#%*
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Quantiles

0.1 0.3 0.5 0.7 0.9
City (Reference: Tianjin)
Beijing 0.2579 0.4721%%* 0.5818%** 0.4966%** 0.7460%**
Shanghai 0.6213%* 0.7975%%x* 0.7821 %% 0.6219%*x* 0.6731%%*
Guangzhou 0.2095 0.3290%** 0.5875%%* 0.5633%%* 0.9159%*
Constant -1.5245 -1.2379 -1.1679 -0.0096 -0.0476
R2 0.2663 0.2630 0.2228 0.2330 0.2219
Observations 324
Rural migrants
Gender (Reference: Female) — (0.2966*** 0.1600%*** 0.1090%%** 0.0558 0.0566
Age 0.0523%* 0.0268 0.0070 0.0010 0.0548%**
Age2 -0.0008%** -0.0004* -0.0002 0.0000 -0.0007***
Education (Reference: Primary school and below)
College and above 0.5745%%* 0.5878%** 0.5197%%* 0.7304% % 0.944 5%
Senior high school 0.0796 0.2545%%* 0.1894% 0.2253%* 0.2970%*
Junior high school 0.0163 0.1232% 0.0689 0.1564%** 0.1882
Training (Reference: No) 0.0564 0.1587%%*%* 0.1847%%% 0.1981%%*%* 0.1596
Contract (Reference: No) 0.1902%* 0.1140%* 0.1739%** 0.1790%** 0.1228
Experience 0.0010 0.0013%* 0.0010%** 0.0011%* 0.0005
Employer (Reference: Self-employment)
State agency -0.1204 -0.1234* -0.2568%%** -0.2834 %% -0.3619*
Collective company -0.1782 -0.2363** -0.5019%** -0.6062%** -0.4006**
Private enterprise -0.0729 -0.1398%* -0.2677*%* -0.401 1 *** -0.4594% %
Others 0.0046 -0.1694* -0.2959% -0.4685%** -0.6283%**
Occupation (Reference: Blue-collar)
White-collar 0.3604%** 0.3435%%* 0.3872%%* 0.2885%** 0.2847%*
City (Reference: Tianjin)
Beijing 0.2548%* 0.2943 %*%* 0.2928%%** 0.41927%** 0.3180%**
Shanghai 0.3883%** 0.4481 #** 0.4005%** 0.4468%** 0.3634%**
Guangzhou 0.0665 0.1034 0.1301 0.1961%** 0.3950%*
Constant -0.0087 0.7102%* 1.4254% %% 1.6864% % 1.1764%%*
R2 0.1633 0.1939 0.2139 0.199 0.1833
Observations 879

Notes: 1. * P <0.1, ** P <0.05, *** P<0.01;

2. Standard errors are omitted due to space limitations.

At most income levels, the hourly wage of urban migrants and rural migrants follow an

inverted U-shaped pattern as age increases, reaching a certain threshold at approximately

age 40 and age 30, respectively. The inverted U-shaped trend is more significant among

urban migrants than for rural migrants. This result could be due to that most jobs for rural
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migrants are labour-intensive, low-skilled, and physically demanding; thus, they are

closely correlated with a workers’ age.

Education has a significant effect on the hourly wage of urban locals and urban migrants
with high-income levels and rural migrants with all income levels. This effect reaffirms
the results from a previous study that the rate of return to education was
significantly higher for urban locals than for migrant workers because of the poorer
quality of education in the rural areas (Maurer-Fazio and Dinh 2004). Having college and
above education nearly doubles urban locals’ hourly wage, and increases the hourly wage
for urban migrants by 1.5 times and for rural migrants by 70-100%. In addition, the
increase in return to education with income levels suggests thatthe knowledge of
high-income earners can be better utilized in their work. We also run the same model on
the monthly wage and find that rural migrants have a higher return to education than

urban locals; but this is largely due to the longer hours they work.

Receiving occupational training has a positive effect on the hourly wage of migrant
workers with most income levels. Having occupation training increases the hourly wage
by 25% for urban migrants and by 20% for rural migrants. One reason for the higher
rewards to urban migrants’ training is that, already armed with better human capital than

rural migrants, urban migrants’ productivity is more significantly improved by training.

It is often believed that a labour contract can help protect workers’ lawful right and
interests. The results in this study indicate that having a labour contract only has a
significant effect on the hourly wage of urban migrants with most income levels and on
the hourly wage of rural migrants with below the median income level. Signing a labour
contract increases the hourly wage for urban migrants by 21-29% and for rural migrants

by 12-21%. This further confirms the fact that some migrant workers signed formal
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labour contracts at the cost of higher wages (Cheng, Wang and Chen 2013) or without
significant wage increases (Freeman 2013) after the implementation of Labour Contract
Law in 2008. Employers may reduce employees’ wages in order to recover the additional
non-wage benefits required by labour contracts. In addition, some employers increased
fees for dormitories, meals and the penalties for breaching rules or making mistakes at
work (Wang et al. 2009). As a result, the positive effects of labour contracts on earnings
at other income levels are offset and migrant workers’ actual hourly wage may even

decline.

Current job tenure, which reflects work experience, significantly impacts the hourly wage
of urban locals and rural migrants with the median income level. One additional month of
work experience contributes to 0.1% higher hourly wage. The type of employer has a
significant effect on the hourly wage of urban locals and rural migrants with most income
levels and urban migrants with a high-income level. Self-employed workers earn the
highest hourly wage relative to those in other employment categories. Being a worker in a
state-owned enterprise decreases the hourly wage by 30-63% for urban locals, by 45% for
urban migrants, and by 11-30% for rural migrants. Being a worker in collective-owned
enterprises decreases the hourly wage for urban locals by 40-63%, for urban migrants by
30-57% and for rural migrants by 20-45%. Being a worker in private enterprises
decreases the hourly wage for urban migrants by 26% and for rural migrants by 13-37%.
One explanation is that individuals with better endowments, particularly those among
migrant workers, are more likely to be self-employed in the informal sectors and obtain
higher wages (Meng 2001). In addition, the concept of wage in this study does not take
into account the fringe benefits that urban locals and formal sector workers are more

likely to enjoy (Knight and Yueh 2004). Occupational attainment has a significant effect
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on the hourly wage of urban migrants and rural migrants with all income levels. Being a
white-collar worker increases the hourly wage for urban migrants by 20-125% and for

rural migrants by 33-47%.

As expected, urban socio-economic development has a significant effect on each group’s
hourly wage. Workers in Beijing, Shanghai and Guangzhou—three of the most
developed cities in China—earn more than their counterparts in Tianjin. Generally, the
effect of locations on the hourly wage of urban migrants is greater than that of urban
locals and rural migrants. This implies that, in addition to the economic factors, migrant
workers’ hourly wage might also be affected by the relevant employment policies

imposed by local governments in destinations.

The results of F-tests suggest that there are significant differences in the determinants of
hourly wages between three groups at most income levels.”” The structural difference in
returns on productivity characteristics indicates that migrant workers are treated
differently in the urban labour market. As mentioned above, the different treatment may
be the outcome of labour market segmentation and prejudiced attitudes of urban residents
and local governments. Based on the coefficients of the three groups given in Table 4.4,
we employ the quantile decomposition approach to evaluate the extent of wage

discrimination.
Decomposition of wage distribution differentials

Table 4.5 presents the decomposition results of wage distribution differentials between
urban locals and migrant workers. Surprisingly, urban locals rather than migrant workers

with some income levels face discrimination. The finding of the so-called reverse

19 The results of these F-tests are available upon request from authors.
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discrimination is different from some previous studies on mean wage differentials in
China’s urban labour market. The extent of reverse discrimination against urban locals
compared to rural migrants ranges from 8.2% to 38.3% among various below
median-income levels, while the extent of reverse discrimination against urban locals
compared with urban migrants ranges from 20.9% to 154.87% among the categories at
high-income levels. One explanation is that the employment structure is different
between urban locals and migrant workers. In China’s urban labour market, most low-tier
jobs are shunned by urban locals. To reduce costs and increase efficiency, employers
prefer to employ rural migrants who are willing to do these jobs. As a result, the urban
poor or those urban residents that are not desired by employers who offer jobs below
median-income level are therefore discriminated against in the labour market. In contrast,
urban migrants with higher human capital are more qualified in the high-wage and

high-skilled jobs and are thus favoured by employers in the labour market.

At the other income levels, compared with urban locals, the extent of discrimination
against rural migrants with above the median income level varies from 31.9% to 125.78%.
The latter figure indicates that the wage gap caused by discrimination could be greater
than the raw wage gap. The extent of discrimination against urban migrants with below
the median income level varies from 16.26% to 32.52%. The greater extent of
discrimination against rural migrants reflects that they face discrimination arising from
both segregations between locals and non-locals and between urban locals and rural
migrants in the urban labour market, while urban migrants only face the discrimination
arising from the segregation between locals and non-locals. At most income levels, the
extent of discrimination against rural migrants estimated in this study is greater than that

reported in previous research on mean wage differentials varying from 20% to 50%
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(Maurer-Fazio and Dinh 2004, Lee 2012). This indicates that, after taking into account
the diversification in the composition of migrant workers and wage inequality within
each group, the extent of discrimination is higher. This might more accurately identify the

mistreatment for migrant workers.

The results suggest that the discriminatory policies by local governments aforementioned
have limited success in protecting the employment and benefits of urban locals. It seems
that the effect of these policies has been to only hurt rural migrants at the top and urban

migrants who could least afford it, while privilege those migrants at other income levels.

Table 4. 5 Quantile Decomposition of Wage Distribution Differentials between Urban Locals and

Migrant Workers.

Quantiles

0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.9

Rural migrants vs Urban locals
Raw wage differentials 0.19 0.22 0.24 0.27 0.36 0.31 0.41 0.47 0.48
Composition effects 0.20 0.28 0.32 0.35 0.34 0.35 0.37 0.31 0.38
Wage structure effects  0.18 -0.05 -0.02 -0.10 0.13 0.10 0.20 0.42 0.60
Interaction -0.20 0.00 -0.05 0.03 -0.12 -0.14 -0.16 -0.25 -0.51
Discrimination (%) 97.07 -24.80  -8.20 -38.30  37.62 31.90 48.05 88.38 125.78

Urban migrants vs Urban locals
Raw wage differentials -0.19 -0.14 -0.12 -0.09 -0.07 -0.04 -0.05 -0.05 -0.13
Composition effects 0.17 0.13 0.11 0.13 0.16 0.13 0.14 0.13 0.15
Wage structure effects  -0.04 -0.03 -0.02 -0.02 -0.02 -0.01 0.04 0.08 0.03
Interaction -0.32 -0.24 -0.21 -0.21 -0.21 -0.15 -0.23 -0.26 -0.31
Discrimination (%) 18.74 22.15 17.16 16.26 32.52 28.51 -90.61  -154.87 -20.90

Rural migrants vs Urban migrants
Raw wage differentials 0.38 0.34 0.36 0.36 0.39 0.44 0.46 0.42 0.61
Composition effects 0.41 0.36 0.39 0.40 0.38 0.38 0.44 0.46 0.49
Wage structure effects  0.02 0.06 0.05 0.04 0.11 0.18 0.10 0.03 0.16
Interaction -0.05 -0.07 -0.08 -0.07 -0.09 -0.13 -0.09 -0.07 -0.04
Discrimination (%) 6.05 16.31 13.85 9.78 27.61 41.28 21.65 7.04 26.57

Notes: 1. Composition effects indicate the explained part of the wage gap that is attributable to

group differences in mean personal characteristics and employment status listed in Table 4.2.

2. Wage structure effects indicate the unexplained part of the wage gap that is attributable to

group differences in returns on productivity-related characteristics.
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The decomposition within migrant workers shows that in comparison with urban
migrants, the extent of discrimination against rural migrants with all income levels is
positive in a range of 6.05% to 41.28%. Regarding the hypothesis, the results show that
the extent of discrimination against urban migrants compared to urban locals is greater
than the extent of discrimination against rural migrants compared with urban migrants,
which suggests that the segmentation of the urban labour market today is dominated by
the segregation between locals and non-locals, rather than the segregation between urban

locals and rural migrants which was dominant in the earlier stage of reform.

A limitation of these results is that non-cash income is not included. Urban locals
generally enjoy more income in-kind, welfare entitlements and employee benefits than
migrant workers (Fan 2008). Therefore, the extent of discrimination reported in this study
may have underestimated the actual discrimination against migrant workers in the urban

labour market.

To solve this problem, we employ the method in Yue, ef a/ (2010) that decompose the
wage differentials between monopolistic and competitive industries. This approach
assumes that the undervalued percentages of urban locals’ wage are identical across the
distribution of wages, while the absolute number increases with the rise of actual wages.
This assumption is reasonable because bonuses and employee benefits are also
determined by workers’ human capital and employment status. The procedure is to
multiply the wage of urban locals by an adjustment factor larger than 1 while holding that

of migrant workers constant and then to decompose the wage differentials.

According to previous surveys, such as China General Social Survey (2008), China
Urban Labour Survey (2005) and Rural Migrant Workers in Urban Pearl River Delta

Survey (2008), the non-cash income, including in-kind income, bonus and welfare

144



entitlements, contributed 8-25% to urban locals’ real income, while the contribution to
migrants’ real income was relatively small. Therefore, three adjustment factors 1.1,
1.2 and 1.5 are selected in this study to represent that the real income of urban locals
is undervalued by 9%, 17% and 33%, respectively.”’ In general, the results are consistent
with those based on the observed wage. The only differences are that migrant workers
with almost all income levels are discriminated against compared to urban locals and the
extent of discrimination becomes greater with the increment of undervalued degree in

wage distribution.

In summary, the decomposition results suggest that the Aukou system remains effective in
the segmentation of China’s urban labour market. The segmented urban labour market
has resulted in severe discrimination against migrant workers with most income levels
compared to urban workers; it has also resulted in reduced labour productivity because
urban locals may receive a wage higher than their marginal productivity of labour (MPL)
while migrant workers may earn a wage lower than their MPL. In addition, as an
important composition of migrant workers, urban migrants are also treated quite
differently from urban locals. A comparison of the extent of discrimination against urban
migrants compared with urban locals and the extent of discrimination against rural
migrants compared with urban migrants confirms that segmentation of the urban labour
market is mainly dominated at present by the segregation between locals and non-locals

rather than by the segregation between urban locals and rural migrants, which had been

2% For example, the adjustment factor 1.1 is estimated based on China General Social Survey data,
which were jointly administered by Renmin University and Hong Kong University of Science
and Technology in 2008. The hourly wage of urban locals is 8.39 yuan and hourly income,
including in-kind income, bonus and welfare entitlements, is 9.15 yuan, 1.1 times that of hourly

wage.
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the case in the past.

4.6. Conclusion

This study presents a comprehensive analysis of discrimination against migrant workers
in wage distribution by adopting an extended framework that considers the segregation
between urban locals and rural migrants and the segregation between locals and
non-locals. Urban migrants are included in this framework to examine the interaction
between these two segregations and their relative importance in the segmentation of the

urban labour market.

The results confirm that there are unfair labour market conditions in urban China due to
the two segregations that were induced by the hukou system. Compared to urban locals,
rural migrants with the median income level and above are discriminated against, while
urban migrants with the median income level and below are discriminated against. The
greater extent of discrimination against rural migrants reflects that they face the
discrimination arising from both segregations in the urban labour market, while urban
migrants only face the discrimination arising from the segregation between locals and

non-locals.

Contrary to some previous studies on the mean wage differentials in China’s urban labour
market, urban locals rather than migrant workers with the rest of income levels face
discrimination mainly due to the difference in employment structure. Rural migrants are
more desired by employers to undertake low-wage jobs characterized by labour-intensive,
low-skilled and hazardous work that are typically shunned by urban locals, while urban
migrants are more favoured to undertake high-wage jobs that embody human

capital-intensive and high-skilled work. In addition, at most income levels, the extent of
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discrimination against rural migrants estimated in this study is greater than that reported
in previous research. This indicates that taking the diverse composition of migrant
workers and wage inequality into account might allow for more accurate identification of

mistreatment for migrant workers.

The results suggest that the discriminatory policies by local governments have limited
success in protecting the employment and benefits of urban locals. The effect of these
policies has been to only hurt rural migrants at the top and urban migrants who could least

afford it, while privilege those migrants at other income levels.

When we compared discrimination against urban migrants and rural migrants, we found
that the extent of discrimination against urban migrants compared to urban locals is
greater than that against rural migrants compared to urban migrants, which suggests that
the segregation between locals and non-locals has played the leading role in the current
segmentation of the urban labour market. This reflects a profound transformation from a
hukou-dominated urban-rural dichotomy in China’s urban labour market for
approximately the first 20 years following the economic reforms, to the segregation
between locals and migrants in more recent years. Similar—or even
stronger—results could also be obtained if non-cash income is taken into consideration,

which are not reported in details in this study.

This study indicates that while there have been fundamental changes in the Aukou system
since the 1990s, which resulted in an increasing population mobility and significant
socio-economic development, the reform still lags far behind economic development.
The hukou system continues to affect social and labour stratifications and impose severe
discrimination against migrants. Discrimination causes large wage differentials between

urban locals and migrants and reduces the labour productivity in urban China. This study
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implies the need for further reform of the Aukou system and effective anti-discrimination
labour market policies to promote equal pay and equal access to employment. Due to the
significant transformation of China’s urban labour market, the anti-discrimination policy
should be more focused on eliminating the segregation between locals and non-locals
rather than only the segregation between rural migrants and urban locals. Furthermore,
urban migrants should be considered when urban labour market policies and regulations

are formulated.

This study empirically extends the application of discrimination theory and segmented
labour market theory to urban migrants and to a transitional economy and contributes a
clearer characterization of migrant worker experience in labour market experience. It
should be noted that, as with most studies on labour market discrimination, this study also
has some limitations in measuring the extent of discrimination. The unexplainable
proportion of wage differentials, which have been generally interpreted as discrimination
in most research on wage and employee benefit differentials, may also include such
factors as workers’ ability to access information, adapt to urban environments, or other
non-productivity related factors. The absence of these factors in the analysis may bias the

estimation of extent of discrimination.
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Chapter 5 Discrimination in Migrant Workers’ Welfare

Entitlements and Benefits in the Urban Labour Market
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Abstract: In the Chinese cities migrants have been treated differently from urban locals
in varied aspects because of their rural or non-local household registration (hukou) status.
But the existing literature provides little understanding on how migrant workers’ welfare
entitlements and benefits are affected by discrimination and institution in the urban
labour market. On the basis of an extended analytical framework that examines not only
the segregation between urban locals and rural migrants but also the segregation between
locals and non-locals, this paper investigates the discrimination against migrant workers
in employment-based benefits in four megacities. The results show that there are gradient
differences in access to overall and individual items of benefits among urban locals,
urban migrants and rural migrants. More than half of the benefit disparities between
urban locals and migrant workers are caused by discrimination against the latter,
implying that the Aukou system still plays a role in segmenting China’s urban labour
market. Urban migrants and rural migrants suffer similar extent of discrimination when
they are compared with urban locals, suggesting that urban labour market segmentation is
currently dominated by the segregation between locals and non-locals rather than by the
segregation between urban locals and rural migrants that was observed in the earlier stage
of reforms. In addition, this study suggests that previous studies focusing on the mean

wage may have underestimated the extent of discrimination against migrants.

Keywords: China; urban labour market; migrant workers; employee benefit;

discrimination
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5.1. Introduction

Since the opening-up reforms in 1978, China has gradually transformed from a planned
economy to a market economy, and in the process, the market mechanism has played an
increasingly important role in the allocation of labour and resources. Because of the
urban-biased economic policy, inequalities between rural and urban areas have increased
significantly since the 1980s (Yang 1999). For instance, the urban-rural income gap
widened from 2.57-to-1in 1978 to 3.23-to-1 in 2010 (NBSC 2011b). In the meantime, the
household registration (hukou) system which impeded the free flow of population has
been loosened considerably in order to meet the demand for cheap labour in the cities
(Chan 2009).%' As a result, the floating population—defined as individuals who have left
their original hukou registration for at least six months but who have continued to hold
their original hukou registration—has increased 32 times from nearly 7 million in 1982 to

more than 221 million in 2010 (NBSC 1982, NBSC 2011a).

As an integral part of China’s economic growth, the floating population has contributed
approximately 21% of GDP growth and 75% of the urbanization growth between
1978-1999 (Zhang and Song 2003, Cai and Wang 1999). Despite their significant
contributions, the majority of migrant workers are treated differently from urban locals
due to their hukou status, even if they have been working in cities for many years (Roberts

1997, Meng and Zhang 2001).** Several studies show that migrant workers have much

I The household registration system, or hukou, is an identification system in which every

Chinese citizen is classified as either a rural hukou resident or an urban sukou resident.

2 In this study, migrant workers include both urban-to-urban migrants (‘urban migrants’) and
rural-to-urban migrants (‘rural migrants’). Urban migrants work in a surveyed city but hold urban

hukou from another city. Rural migrants work in a surveyed city but hold rural Aukou from the
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lower participation rates than urban locals in social insurance schemes (such as
unemployment insurance, pension insurance, medical insurance and industrial injury

insurance) (Chan and Zhang 1999, Fan 2008).

China is not the only country to have experienced large scale migration due to
industrialization and urbanization, leading to inequalities between urban locals and
migrant workers. A number of studies of developed economies, such as the U.S and the
UK, have also shown similar migration pattern and significant inequalities in
employment and wages between immigrants and native workers when these countries
were experiencing the shift towards industrialization and urbanization (Massey et al.
1994, Zhou and Logan 1989). According to the human capital theory, labour market
differentials are the results of heterogeneity in productivity-related characteristics, such
as age, education, working experience and so on. (Schultz 1961, Mincer 1974, Becker
1993). However, other studies suggest that some differentials—possibly due to
discrimination in the labour market—remain even after controlling for productivity
characteristics (Borjas and Hilton 1995, Solinger 1999).2 Although an abundance of
literature is concerned with gender and racial discrimination, the lion’s share of research
only estimates the extent of discrimination in employment and wage (Bendick, Jackson
and Reinoso 1994, Firpo, Fortin and Lemieux 2007). Only several studies have been

devoted to documenting the differentials and discrimination in employee benefits. The

countryside.

 Discrimination in this study refers to the system/practice/culture/institution in which workers
who have the same capacity, education, training and experience and demonstrate the same
productivity are treated differently in terms of labour benefits, due to otherwise irrelevant

personal characteristics (such as place of birth or gender).
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results suggest that minorities and female workers are less likely to be offered fringe

benefits, such as pension and health insurances (Okunade 1995, Currie 1993).

Nevertheless, China’s experience of industrialisation and urbanisation has some
uniqueness due to its stage of transitional economy. First, after decades of remarkable
changes, China’s urban labour market is still under development and relatively informal
compared with other countries at the same level of economic development. Second, the
hukou system has induced a segmented urban labour market, and has resulted in the
disadvantaged socio-economic status of migrant workers (Meng 2001, Zhang 2004). The
institutional segmentation, such as urban—rural dichotomy and the segregation between
locals and non-locals, and the discrimination imposed by the Aukou system are generally
believed to be some of the most important reasons for labour market differentials between

urban locals and migrants (Meng and Zhang 2001, Zhang 2006).

Although the labour market differentials between urban locals and migrant workers have
drawn considerable attention from both Chinese and international research communities,
issues with respect to the welfare entitlements and benefits warrant further study for

various reasons.

Most previous studies adopt the analytical framework of urban-rural dichotomy in the
urban labour market and examine rural migrants and urban locals only. However, the
composition of migrant workers has become more diverse because of the socio-economic
changes in recent years. In particular, urban-to-urban (or inter-city) migrants, who are
different from rural migrants and urban locals in terms of types and locations of hukou but
largely ignored in previous studies, have gradually increased in proportion among the
population of migrant workers. Even as far back as 2000, the National Population Census

shows about 24% of floating population were urban migrants (Zhang 2007). Therefore,
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urban migrants should be considered as an important group in the research of migrants in
the Chinese cities. Generally speaking, urban migrants have some advantages compared
with rural migrants due to their urban hukou, but have some disadvantages compared with
urban locals due to their non-local hukou. Nonetheless, little research has been performed

to study the differentials among urban locals, urban migrants and rural migrants.

The existing studies mostly focus on the determinants and causes of discrimination
against rural migrants in access to a few social insurance schemes (Zhang and Hou 2008,
Lin and Zhu 2009). Limited insight is offered into the differentials in welfare entitlements
and benefits. In particular, the extent of discrimination against migrant workers, as
measured by their access to the total number and individual items of employee benefits,

has not been empirically quantified and compared with urban locals’ access.

To help fill these gaps in the literature, the present study estimates to what extent the
discrimination against urban migrants and rural migrants contributes to the welfare
entitlements and benefits differentials. The study empirically extends the application of
discrimination theory and segmented labour market theory to urban migrants and to a
transitional society. From a policy perspective, this study contributes to the discussion of
anti-discrimination policy in China’s urban labour market such as whether the policy
should be oriented to eliminate the segregation between locals and non-locals rather than

only the segregation between rural migrants and urban locals.

The remainder of this paper is structured as follows. The next section reviews the theories
and introduces an extended research framework. Section 3 describes the data and
descriptive analysis. Section 4 outlines the econometric methods adopted in this study.
Section 5 examines the determinants of employee benefits of the three groups and

estimates the extent of discrimination. The last section draws a conclusion.
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5.2. Research framework

The segmented labour market theory and discrimination theory provide theoretical basis
for the research on discrimination against migrant workers in China’s urban labour
market. The segmented labour market theory suggests that the labour market is
segmented into primary and secondary sectors, with little inter-sectoral mobility
(Doeringer and Piore 1985). The primary sector is organized in an internal labour market
and characterized by good pay, well-defined career ladders, favourable working
conditions and job security; whereas, the secondary sector is characterized by low pay,
poor working conditions and high mobility rate. The employers exert themselves to
minimize their commitments and responsibilities to their workers (Sakamoto and Chen
1991). The theory highlights the importance of institutions in explaining labour market
differentials. The institutional constraints, such as the regulations on migration and the
forms of segmentation, result in a disadvantageous status of women and ethnic minorities,
who are largely confined to the secondary labour market (McDonald and Solow 1981).
The bulk of research has found sustained discrimination against minorities on the basis of
the segmented labour market theory (Ashenfelter 1970, Joan Gustafson, Gwartney and

Haworth 1975).

Similarly, China’s urban labour market has been segmented owing to the Aukou system.
In the pre-reform era, this system institutionally assigns every Chinese either a rural or
urban hukou status, and precludes rural residents from employment and other benefits in
the cities (Sun and Fan 2011). Consequently, rural residents were confined in the
countryside and it was almost impossible for them to migrate between urban and rural
areas and across regions.

In the post-reform era, the rapid development of Special Economic Zones and the
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booming urban private and informal sectors has increased the demand for cheap rural
labour in urban areas. In order to boost the rapid and sound economic growth, the Chinese
central government began to foster rural surplus labour to migrate and work in urban
industries. Although the strict restrictions on rural-urban migration have been relaxed
considerably, the hukou system still functions as an “invisible wall” between urban locals
and migrant workers, resulting in the urban-rural dichotomy in the urban labour market
(Appleton et al. 2004, Maurer-Fazio and Dinh 2004). Usually, without urban or local
hukou, rural migrants are socially and economically separated from, and considered to be
inferior to, local residents (Laurence 2002). The majority of rural migrants are restricted
to informal and private sectors and engage in lower-ranked jobs, while urban locals not
only have secured jobs with higher wages but also enjoy better working conditions and
more social services in state sector (Meng and Zhang 2001). Moreover, rural migrants are
socially and/or residentially segregated from locals by living in low income and inferior

or deprived housing areas (Li and Huang 2006).

Since the late 1990s, another type of segregation between locals and non-locals in which
local government is a driver has come into being on the basis of the hukou location. The
restructure of state-owned enterprises since 1997 had laid off millions of urban workers,
resulting in a serious unemployment problem and fiercer competition in the urban labour
market. As a consequence, both local government officials and urban locals regarded
migrant workers as competitors to urban workers and as trouble makers who brought
instability to Chinese cities. In order to maintain socio-economic stability, local officials
implemented discriminatory policies against migrants in response to the unemployment
problem (Appleton et al. 2004). However, in recent years these local regulations have

largely been abolished after a series of laws and regulations were issued by the central
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government to explicitly require local governments to enforce equal pay and equal job
opportunities for migrant workers. Therefore, the function of segregation between locals
and non-locals shifted accordingly from protecting the employment of urban locals to

ensuring the welfare benefit levels and supply of public goods for urban locals.

In view of the changing urban labour market, an extended research framework that
considers both the segregation between urban locals and rural migrants and the
segregation between locals and non-locals has been developed to study the
socio-economic status of migrant workers (Guo and Zhang 2012). It argues that, on the
one hand, the urban-rural dichotomy in the urban labour market has largely come to an
end since the early 2000s, as the central government’s policies concerning migrant
workers have transformed from restriction to social integration. For instance, after the
substantial reforms in the hukou system, almost all laws and regulations that restricted
rural-urban migration and rural migrants’ employment in certain occupations have been
abolished. Nevertheless, many scholars argue that the depth, scope and pace of the hukou
reform do not come up to expectation (Liu 2005). It seems that the segregation between
urban locals and rural migrants will linger and continue to play a role in shaping urban
inequality and social stratification (Wang, Zuo and Ruan 2002). On the other hand,
during the past twenty years, along with the gradual weakening of the segregation
between urban locals and rural migrants, the segregation between locals and non-locals
has become increasingly more dominant in the segmentation of China’s urban labour

market because of the growing local protectionism in favour of urban locals.

Under this general analytical framework, urban migrants are also included in a
three-group analytical approach. This approach investigates the labour market

differentials among the three groups, such as between urban locals and urban migrants,
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between urban locals and rural migrants, and between urban migrants and rural migrants.
This approach better reflects the reality of the two types of segregation in China’s urban
labour market and their interactions. The segregation between urban locals and rural
migrants still affects rural migrants, while the segregation between locals and non-locals

affects both rural migrants and urban migrants who are non-locals in their destination.

In the present study, we adopt this integrative framework to investigate the discrimination
against migrants, including those from rural areas and urban areas, in obtaining welfare
entitlements and benefits. To examine which segregation plays a leading role in the

current segmentation of the urban labour market, three hypotheses are set up:

H1: If the labour market outcomes of urban migrants are similar to those of urban
residents, but significantly better than those of rural migrants, the segregation between

urban locals and rural migrants dominates in the segmentation of the urban labour market.

H2: If the labour market outcomes of urban migrants are similar to those of rural migrants,
but significantly worse than those of urban locals, the segmentation of the urban labour

market is mainly determined by the segregation between locals and non-locals.

H3: Discrimination contributes significantly to the labour market outcome differentials
between urban residents and rural migrants but less significantly between urban residents

and urban migrants.

5.3. Data and Descriptive Statistics
Data
This study employs original data collected through an Australian Research Council

Discovery Project entitled Rural Migrant Labour in Large Chinese Cities. In 2008
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questionnaire surveys were conducted in Beijing, Shanghai, Tianjin and Guangzhou,
guided by a multi-stage stratified random sampling technique. The overall administrative
regions in the four cities were taken as a sampling frame. First, two administrative
districts were randomly selected in each city. Then two neighbourhood committees were
randomly chosen from the selected districts. From each neighbourhood committee, one
hundred households were randomly chosen to participate in the questionnaire survey. In

each sampled household, only one adult over 18 years old was interviewed.

The questionnaire collected information on households and individuals. The sample
contained both local and migrant households. The proportion of local households did not
exceed 30%. Finally, 1,804 families were drawn from the total in the four cities, and from
that number, 1797 valid questionnaires were collected, producing a total effective rate of
99.6%*. Of these, 1017 were rural migrants (57%), 378 were urban migrants (21%) and

397 were local residents (22%).”
Employee benefits among the three groups

Since the late 1990s, a new social security system has been designed to build upon the
labour relations. The new system does not exclude migrants from the institution

perspective. Nevertheless, the urban-rural dichotomy still takes effect in the benefit

* The survey collected 197 more samples than planned.

** The proportion of urban locals in this survey is lower than the national figure of 72.59% from
China 1% Population Sample Survey in 2005. It is reasonable to assume that a similar or even
stronger level of discrimination against rural and urban migrants than later analysis may be

obtained if more samples of urban locals were collected.

This paper focuses on the segregation between urban locals and rural migrants and the
segregation between locals and non-locals. Therefore, permanent migrants who have acquired

local urban hukou were categorized as urban locals.
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inequality in the urban labour market though in a declining manner. In addition, the new
social security system, taking the form of decentralization management, has intensified
the segregation of social security system between locals and non-locals to a great extent.
As a consequence, the employee benefit differentials remain considerable among urban

locals, urban migrants and rural migrants.

Table 5. 1 Welfare entitlements and benefits among the three groups (urban locals, rural migrants

and urban migrants)

Number of items  Total Urban locals Rural migrants Urban migrants
of employee

benefits Number % Number % Number % Number %

0 522 29.66 15 3.88 422 42.07 85 22.97
1 216 12.27 15 3.88 159 15.85 42 11.35
2 228 12.95 19 491 156 15.55 53 14.32
3 130 7.39 29 7.49 72 7.18 29 7.84
4 149 8.47 51 13.18 72 7.18 26 7.03
5 144 8.18 57 14.73 48 4.79 39 10.54
6 371 21.08 201 51.94 74 7.38 96 25.95
Mean 2.62 4.74 1.65 3.00

Variance 5.46 2.92 3.70 5.51

Std. deviation 2.33 1.71 1.92 2.35
Observations 1760 387 1003 370

Wilcoxon rank-sum test:
Rural migrants compared to urban locals: z = 21.409; probability > |z| = 0.0000
Rural migrants compared to urban migrants: z = 9.618; probability > |z| = 0.0000

Urban migrants compared to urban locals: z = 10.241; probability > |z| = 0.0000

As indicated in Table 5.1, in the full sample, workers without any items of benefits and
those who enjoyed all items of benefits were the two largest groups, accounting for
29.66% and 21.08%, respectively, while those enjoyed three items of benefits accounted

for the lowest proportion of 7.39%. For the three groups, 51.94% of urban locals enjoyed
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all items of benefits, which was 2.46 times the overall average, while the proportion of
those who enjoyed fewer items of benefits reduced dramatically. The distribution of
urban migrants’ benefits was consistent with that of the total sample. Urban migrants who
enjoyed all items of benefits took the largest share (25.95%), while those who had four
items of benefits accounted for the smallest share (7.03%). In contrast, the distribution of
rural migrants’ benefits just diverged from that of urban locals. The number of rural
migrants with no items of benefits was 422, accounting for 42.07%, while those with all

items of benefits numbered only 74, accounting for 7.38%.

In comparison, the proportion of urban/rural migrants who enjoyed no more than two
items of benefits was higher than urban locals, while the proportion of those who had
three or more items of benefits was lower. The benefit gap widened as the number of
benefits increased and decreased, respectively. Comparison between rural migrants and
urban migrants showed similar situation as those between migrant workers and urban
locals, but the gap narrowed between the former two groups. As to benefits per capita, on
average, urban locals and urban migrants enjoyed 4.74 and 3 items of benefits,
respectively—both higher than the overall average, while rural migrants only enjoyed
1.65 items of benefits—considerably lower than the overall average. Results from a
Wilcoxon rank-sum test show that significant differences exist in the distribution of

benefits among the three groups.

The differences in individual items of benefits among the three groups are also significant
(see Table 5.2). The participation rates of urban locals in all individual items of benefits
were higher than the overall average, maintaining above 65%. The participation rates of
urban migrants in all individual items of benefits were also higher than the overall

average, but lower than the urban locals. The gap was the largest and the smallest in
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access to unemployment insurance and public holidays, respectively. The participation
rates of rural migrants in all individual items of benefits were the lowest. The gap
between urban locals and rural migrants was greater than that between urban migrants

and rural migrants.

Table 5. 2 Percentage of individual items of benefits received by the three groups

Public holidays Weekends  Medical Pension Unemployment  Injury

(%) (%) (%) (%) (%) (%)
Urban locals 74.57 70.69 87.01 85.26 90.44 69.06
Rural migrants ~ 38.61 32.11 20.19 18.42 9.45 24.00
Urban migrants  56.56 51.20 50.45 53.43 41.19 46.99
Total 53.24 47.18 45.11 44.74 31.12 40.72

The aforementioned analysis confirms the existence of exclusion of migrant workers
from the urban social security system, and rural migrants are in the most disadvantaged
status. The unfair labour market conditions support the notions of the segregation
between urban locals and rural migrants and the segregation between locals and
non-locals in China’s urban labour market. As aforementioned, however, the differences
in access to employee entitlements and benefits are closely associated with the
heterogeneity in productivity-related characteristics. The T-test for personal
characteristics and employment status of the three groups (see Table 5.3) shows that at
the 5% significance level, rural migrants’ personal characteristics and employment status
was significantly different from those of urban locals and urban migrants. However,
between the groups of urban locals and urban migrants, the differences were only
significant in age, occupational training, labour contract, types of industry and types of
employer. The above description of productivity-related characteristics, however, does

not provide sufficient information about how the differences in personal characteristics
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and employment status between the three groups affect their access to welfare

entitlements and benefits.

Table 5. 3 T-test on the differences in productivity-related characteristics among the three groups

Rural migrants VS Urban migrants VS Rural migrants VS

Urban locals Urban locals Urban migrants

t Pr(T|>[th |t Pr(T[>]t) |t Pr([T| > [t])
Gender -2.7702 0.0059 -0.5830 0.5603 2.0263 0.0434
Age 7.2402 0.0000 11.6082 0.0000 3.5156 0.0005
Education -10.5556 0.0000 0.0492 0.9608 9.9749 0.0000
Training 9.4402 0.0000 5.0803 0.0000 -3.4511 0.0006
Contract 10.9863 0.0000 5.7618 0.0000 -3.7043 0.0002
Industry type 7.6876 0.0000 5.2685 0.0000 1.7140 0.0868
Employer type ~ -13.0063 0.0000 -9.3426 0.0000 2.0626 0.0399
City -9.7692 0.0000 1.8467 0.0652 -11.4824 0.0000

It is also unclear that to what extent the differences in productivity-related characteristics
and the discrimination contribute to the employment benefit differentials. Therefore, in
the following sections, we econometrically decompose these two components in order to
provide a better understanding of the impacts of discrimination on people’s welfare

entitlements and benefits.

5.4. Methodology

Empirical studies have found that the determinants of employee benefits are complex,
multifaceted and interactive. Many studies indicate that the access to employee benefits is
affected by personal characteristics, employment status and institutional factors (Findeis,
Snyder and Jayaraman 2005, Mandel and Shalev 2009). Therefore, in the present study,
the key explanatory variable is the institutional factor embedded in hukou status. Other
regressors include dummy variables for gender, education, occupational training, labour

contract, city, and types of industry and employer.
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A Poisson or negative binomial regression may be used in the case when the dependant
variable is a count of the total number of employee benefits. However, the statistics in
Table 5.1 show that the variance does not equal to the mean either in the total sample or in
each group, which violates the assumption of Poisson distribution. Therefore we model

the statistical distribution assuming a negative binomial distribution.

The negative binomial distribution model is similar to the Poisson distribution model,
which also regresses on the incidence intensity A. The difference between the two models
is that the variance of events in Poisson model is equal to A, while the variance of the
events in the negative binomial model is equal to A(1 + a)), in which (1 + al) is the

variance expansion factor.

The count model is expressed as follows:

n(G)=f+ Y AX A u

where A is a vector of incidence intensity, and JX; is the vector of personal characteristics,
employment status and institutional factors.

The logit model is employed to identify the determinants of access to individual items of

benefits, which is expressed as follows:

ln(lf)p):ﬂo—'—ZlBka—'—:u )

where p is a vector of probability of the individual items of benefits gained by a single

person, and X; is the vector of person-specific explanatory variables.

To estimate the extent of discrimination against migrant workers in the total number of

employment benefits and individual items of benefits, the Oaxaca-Blinder decomposition
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approach is employed (Blinder 1973). For a non-linear equation, such as Y=F(X-$), the

decomposition equation can be written as:

3)

- = | FXpTy L F(xIp! YF(X'pT) L F(X'p-
TS (NHﬂ )_; (NLﬂ )Hz (NLﬁ )_g (NLm

where, superscripts H and L refer to the urban locals and migrant workers, respectively. N
is the sample size for each group. The first term on the right-hand side of equation is the
explained part of the benefit gap that is attributable to the group differences in mean
personal characteristics and employment status, and the second term is the unexplained
part of the benefit gap that is attributable to the group differences in returns to
productivity characteristics. This unexplained portion of benefit gap is often attributed to

discrimination.

A practical concern associated with the Oaxaca-Blinder decomposition employed in this
study is the well-known index number problem or path-dependence (see examples in
Bourguignon and Ferreira 2005, Démurger et al. 2009, Meng and Zhang 2001). The
decomposition results may differ depending on which group’s employee benefits are
chosen as the non-discriminatory norm. For instance, the extent of discrimination in
equation (3) is estimated on the basis of the urban locals’ rule of employee benefits
determination B". However, it could also be calculated on the basis of the migrant
workers’ rule of employee benefits determination B" or other rules, such as the rule p* in
Cotton decomposition. It is certain that the results will not be identical, and they will be
sensitive to the chosen path. To ensure the robustness of results, this research deals with
this issue by reporting the means from both possible Oaxaca-Blinder decomposition

results and Cotton decomposition results.
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To examine the discrimination in more detail, the Cotton decomposition approach is

adopted in the form of the following:

o = | SFX'BY L FEXES S FXp"y S FXp NMEXERY L F(X'p
Rl (Nf)—E (NL/%)H; (NHﬂ )_Zl (Nﬂﬂ)H; (NL/%)_; (NL,B)

(4)

where B*=yy B+ yL B", yu and yy are the proportions of group H and L. The first term
represents the explained part of the benefit gap due to the group differences in mean
personal endowments. To be different from the Oaxaca-Blinder decomposition, the
unexplained portion of benefit gap due to the group differences in estimated coefficients
is further divided into two parts. The second term captures the amount by which the
productivity-related characteristics of urban locals are overvalued (the ‘benefit’ of being
an urban local), and the third term measures the amount by which the productivity-related

characteristics of migrant workers are undervalued (the ‘cost’ of being a migrant worker).

Similar to other studies of discrimination in the labour market, the unexplained portion of
benefit gap between urban locals and migrant workers cannot be fully attributed to
discrimination. Some unobservable factors (such as workers’ ability to obtain
information, adaptation to urban environment, and some other productivity-related
factors) could not be identified and included in this study. The effects of these factors on
the benefit gap may be embedded in the unexplained component. Although these effects
may bias the estimated extent of discrimination, it is generally agreed that a large
proportion of unexplained wage or occupational differentials should be attributed to the

different treatment for migrant workers anyway (Meng and Zhang 2001).

5.5. Results
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5.5.1 Discrimination in total number of employee benefits

As discussed in the previous section, negative binomial regression is used to estimate the
determinants of the total number of employment benefits. Table 5.4 reports the results for
the full sample, urban locals, urban migrants and rural migrants separately. In order to
examine whether discrimination existed against migrant workers, rural migrants are set as

the reference group in Model 1 and urban locals are set as the reference group in Model 2.
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Table 5. 4 Estimated negative binomial regression coefficients of the access to total number of

employee benefits

Full sample Rural Urban
Model 1 Model 2 Urban locals migrants migrants

Identity

Urban migrants 0.3343%** -0.1969%** - -- --

Urban locals/rural migrantsl 0.5359%** -0.5281*** - -- --
Gender (reference: female) -0.0779** -0.0772%** -0.1322** -0.0732 0.0559
Age -0.0007 -0.0006 0.0018 -0.0024 0.0019
Education (reference: primary school and below)

College or above 0.3119%** 0.3077*** 0.2197 0.4950%** 0.1493

Senior high school 0.2835%** 0.2768*** 0.2298 0.5107%*** -0.0756

Junior high school 0.0947 0.0880 0.1542 0.2499%* -0.4428*
Training (reference: no) 0.2290%** 0.2326%** 0.0517 0.4574%** 0.0836
Labour contract (reference: no) 0.6139%*** 0.6137*** 0.2710%*** 0.8061**%* 0.5491***
Industrial type (reference: manufacturing)

Construction -0.1381 -0.1306 0.2074 -0.4368** -0.2048

Transportation and logistics -0.1892%** -0.1796** -0.0840 -0.2588* -0.2510

Commerce -0.2825%** -0.2765***  0.0323 -0.3946***  -0.4267***

Services -0.3242%** -0.3159***  -0.1263 -0.6449***  -0.0828

Monopoly 2 -0.1307** -0.1218** 0.0491 -0.1373 -0.2619%*

Others -0.2227%%* -0.2132%**  -0.0329 -0.5512%**  -0.2303*
Employer (reference: private enterprise)

State enterprise and agencies 0.1607%** 0.1633%** 0.1481** 0.3664*** 0.1244

Collective enterprise -0.0114 -0.0043 0.0545 -0.0812 -0.0684

Foreign-funded enterprise 0.1594%** 0.1674*** 0.1122 0.1792%* 0.0567

Individual entrepreneur (getihu)  -0.4430%** -0.4362***  -0.1088 -0.3149%**  -0.6501***

Self-employment -0.4546%** -0.4512%%*%  -0.3917¥**  -0.2429%* -0.6307%**

Others 0.0017 0.0086 -0.0122 0.2195 -0.1127
City (reference: Tianjin)

Beijing 0.1902*** 0.1898*** 0.0714 0.19151 0.3868%**

Shanghai 0.3489%** 0.3395%** 0.2480%** 0.5476%*** 0.3320%**

Guangzhou 0.2245%** 0.2255%** 0.0266*** 0.3696%** 0.4228%***
Constant 0.0270 0.5485%** 0.9078*** -0.4364%* 0.5982**
Log likelihood -2923.5888 -2925.4591  -757.6729 -1,116.2318  -583.7807
Observations 1721 395 817 324

Source: Author’s calculation.

Notes: 1. Model 1’s reference group is rural migrants and Model 2’s reference group is urban

locals.

2. The monopoly industry includes real estate management, public health, sports, culture,

education and art, research and technical services, finance and insurance, government agency and

social organizations.
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*P<0.1, ** P <0.05; *** P <0.01.

Standard errors are omitted due to space limitations

The results of Model 1 show that, after controlling for personal characteristics and
employment status, the coefficients of urban migrants and urban locals were all
significantly positive. Holding other factors constant, on average urban locals received
1.21 more items of benefits than rural migrants, and urban migrants received 0.72 more
items of benefits. It is therefore safe to suggest that the variation of access to employee
benefits was partially caused by institutional discrimination against rural migrants.
Moreover, the larger number of benefits received by urban locals may reflect that rural
migrants face a greater extent of discrimination arising from both segregations between
locals and non-locals and between urban locals and rural migrants, while urban migrants

only face the discrimination arising from the segregation between locals and non-locals.

The regression results of Model 2 show that the coefficients of urban migrants and rural
migrants were significantly negative. After controlling for other variables, on average
urban migrants received 0.37 less items of benefits than urban locals, and rural migrants
received 1.06 less items of benefits. This suggests that, similar to that experienced by
rural migrants, urban migrants also face discrimination in obtaining the total number of
employment benefits compared with urban locals. However, the degree of discrimination

experienced by urban migrants is less than that experienced by rural migrants.

For the determinants of the total number of employment benefits among the three groups,
the results of F-tests suggest that there is structural difference in the returns to

productivity characteristics, indicating that migrant workers are treated differently in the
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urban labour market.?® On the basis of the coefficients of the three groups in Table 5.4,
we employ the Oaxaca-Blinder decomposition and Cotton decomposition to evaluate the

extent of discrimination in employment benefits in the next section.

Table 5. 5 The extent of discrimination against migrant workers in access to total number of

employee benefits

Rural migrants VS Urban migrants VS Rural migrants VS Urban

Urban locals Urban locals migrants
beners % benets % benets %
Oaxaca-Blinder decomposition
Characteristics* 2.07 67.21 0.73 42.44 0.83 61.03
Discrimination** 1.98 64.29 1.01 58.72 0.15 11.03
Constant -0.97 -31.49 -0.02 -1.16 0.38 27.94
Cotton decomposition
Characteristics 1.53 49.54 0.71 41.50 1.07 78.80
Overvalued*** 0.37 11.85 0.58 33.47 0.18 13.11
Undervalued®*** 1.19 38.61 0.43 25.03 0.11 8.09
Total difference 3.08 100 1.72 100 1.36 100

Source: author’s calculation.

Notes: * “Characteristics” indicates the explained part of the benefit gap that is attributable to the

group differences in mean personal characteristics and employment status.

** “Discrimination” indicates the unexplained part of the benefit gap that is attributable to the

group differences in returns on productivity-related characteristics.

*** “Overvalued” indicates the amount by which the productivity-related characteristics of urban

locals are overvalued (the ‘benefit’ of being an urban local),

**%*% “Undervalued” indicates the amount by which the productivity characteristics of migrant

workers are undervalued (the ‘cost’ of being a migrant worker).

Table 5.5 presents the decomposition results of benefit differentials between urban locals

and migrant workers. The results indicate that differences in personal characteristics and

%6 Urban locals versus urban migrants: F = 96.70 (p = 0.0000); urban locals versus rural migrants:

F=205.14 (p= 0.0000); urban migrants versus rural migrants: F= 60.93 (p= 0.0000).
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employment status—the explained part—could only contribute to a part of the benefit
gaps. The remaining considerable benefit gaps could be discrimination, or the
unexplained part in the model. Compared with urban locals, the extent of discrimination
experienced by rural migrants (64.29%) was slightly higher than that experienced by

urban migrants (58.72%).

The similar extent of discrimination against urban migrants and rural migrants implies
that the segregation between locals and non-locals has played a more significant role than
the segregation between urban locals and rural migrants in the segmentation of urban
labour market in recent years. Compared with urban migrants, the degree of
discrimination experienced by rural migrants was a mere 11.03%. Therefore the results

support Hypothesis 2.

The Cotton decomposition results are generally consistent with those of the
Oaxaca-Blinder decomposition. Compared with urban locals, the undervalued part of
discrimination experienced by rural migrants was 38.61%, while the overvalued part of
discrimination experienced by rural migrants was 11.85%. In contrast, the undervalued
part of discrimination experienced by urban migrants was only 25.03%, 13.58 percentage
points lower than that of rural migrants. The overvalued part of discrimination
experienced by urban migrants reached 33.47%, 21.62 percentage points higher that of
rural migrants. Compared with urban migrants, the undervalued part of discrimination
experienced by rural migrants was only 8.09%, while the overvalued part of

discrimination experienced by rural migrants was 13.11%.

This strongly suggests that compared with urban locals, the discrimination against rural

b3

migrants is dominated by rural migrants’ “pure” treatment disadvantage, that is, they are

considered to be “inferior” to local residents. In contrast, compared with urban locals, the
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% <

discrimination against urban migrants is dominated by urban locals’ “pure” treatment

advantage, that is, they are considered to be “superior” to urban migrants.
5.5.2 Discrimination in individual items of employee benefits

Table 5.6 shows the logit regression results of workers’ access to individual items of
benefits including public holidays, weekend leave, medical insurance, pension insurance,
unemployment insurance, and industrial injury insurance.’’ It is evident that rural
migrants and urban migrants experienced discrimination in obtaining all individual items
of benefits compared with urban locals. However, compared with urban migrants, rural
migrants were discriminated against in their participation in medical, pension,
unemployment and industrial injury insurance schemes, but they were not discriminated

against in the entitlement of public holidays and weekend leave.

*"Due to space limitation, this paper only reports the results in which urban locals are the
reference group. The results in which the rural migrants as the reference group are available from

the authors.
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Table 5. 6 Estimated logit regression coefficients of the access to individual items of benefits

Public Weekends ~ Medical Pension Unemploy 1nf1ustrial
holidays ment injury
Gender (reference: female) -0.6684***  -0.6004***  (.1415 -0.1099 -0.2712%* 0.1723
Age -0.0151**  -0.0087 0.0039 0.0243***  0.0018 -0.0060
Education (reference: primary school and below)
College or above 0.9109***  1.0264***  0.8424***  (.8955%**  0.6900** 0.6360**
Senior high school 0.9903***  0.8724***  (0.1802 0.4228* 0.4406 0.5369%*
Junior high school 0.4465** 0.3627* -0.1375 -0.0034 -0.1641 0.1615
Training (reference: no) 0.6631%**  0.6704***  0.5521***  (0.5568***  0.4266***  (.6837***
Contract (reference: no) 0.8669***  (0.8172%**  1.5621***  1.6535%**  17290***  1.7863***
Industrial type (reference: manufacturing)
Construction -0.8522*%*  -1.0688***  (.2385 -0.2294 0.0502 -0.0525
Transportation and logistics -1.5195%**  _0.7187**  0.3375 -0.1541 0.4440 -0.1198
Commerce -1.6322%**  _1.0911***  0.1004 -0.0907 0.0288 -0.4608*
Services -1.3034***  _1.1503***  -0.1968 -0.3263 0.1384 -0.4653
Monopoly -0.7106***  -0.6407***  0.2827 0.2804 0.3291 -0.4521*
Others -1.1773%**%  -0.8239***  0.0451 -0.0562 -0.1461 -0.8123%***
Employer (reference: private enterprise)
State enterprise and agencies  0.0883 0.5491***  1.2084***  1.1546***  (0.9759%**  (.9588***
Collective enterprise -0.7767***  -0.3091 0.3979 0.0296 -0.3498 0.6751**
Foreign-funded enterprise 0.1652 0.2901 0.5831** 0.8767***  0.7294***  1.1006***
Individual entrepreneur -0.7937***  -0.7568***  -0.2577 -0.3255 -0.5880**  -0.4228*
Self-employment -0.8278***  -0.8061***  (0.2500 0.3794 -0.3152 -0.7881***
Others -0.3175 -0.3096 0.3487 0.5225 0.0089 0.4069
City (reference: Tianjin)
Beijing 0.5840***  0.5071** 0.1144 0.8269***  0.8209***  -0.4026*
Shanghai 1.3712%%*  1.4345%%*%  (.6381***  1.7229***  (.8435%**  _(0.0435
Guangzhou 0.3941** 0.4148** 0.4979%* 1.3899***  (0.3638 -0.6150%***
Identity (reference: urban locals)
Urban migrants -0.5614%**  _0.5064***  -1.5774%*%*  _1.1149%**  _(0.7982%** -0.3777*
Rural migrants -0.8900%**  -0.8145%***  -2.3027*** -2.0530*** -2.0177*** -0.9694***
Constant 0.9851** -0.0519 -0.8726* -2.4431%%*%  2.0626%*F*  -1.0044%**
Log likelihood -825.1837  -842.2432  -704.3845  -677.4142  -629.0918  -734.7291
Observations 1730 1727 1729 1729 1722 1730

Source: author’s calculation.

Notes: * P <0.1; ** P <0.05; *** P <0.01.

Table 5.7 presents the Oaxaca-Blinder and Cotton decomposition results of the

differences in access to the individual items of benefits among the three groups. The

Oaxaca-Blinder decomposition results suggest that 50-70% of the benefit differentials
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between urban locals and rural/urban migrants were due to the discrimination. Compared
with urban locals, rural migrants suffered the highest degree of discrimination (71.25%)
in access to unemployment insurance and the lowest—yet considerable—degree of
discrimination (59.53%) in access to weekend leave. The situations for urban migrants
are different. Compared with urban locals, urban migrants experienced the highest degree
of discrimination (64.40%) in access to pension insurance, while the lowest degree of

discrimination (47.59%) in access to public holidays.

The greater extent of discrimination against rural/urban migrants in access to pension and
unemployment insurance schemes could be due to the significant monetary commitments
of enterprises. The relative laws and regulations, such as Labour Contract Law and
Interim Regulation on the Collection and Payment of Social Insurance Premiums,
stipulate that the mandatory social insurance contribution rates of enterprises are about

20% in pension insurance scheme and 2% in unemployment insurance scheme.

In comparison, the extent of discrimination against rural migrants was little higher than
that against urban migrants in obtaining all individual items of benefits, except in access
to medical insurance. The gap was the largest in access to industrial injury insurance and
public holidays. The results further prove the leading role of segregation between locals

and non-locals in the segmentation of urban labour market.

180



Table 5. 7 The extent of discrimination against migrant workers in access to individual items of

employee benefits (%)

Holidays Weekends Medical Pension Erelrelrtnp loy Injury
Rural migrants VS urban locals
Oaxaca-Blinder decomposition
Characteristics 62.48 56.33 55.48 59.74 40.27 64.39
Discrimination 60.29 56.42 61.76 69.58 71.25 64.33
Constant -22.77 -12.75 -17.24 -29.32 -11.52 -28.72
Cotton decomposition
Characteristics 47.57 49.1 46.51 42.46 40.81 47.71
Overvalued 9.51 10.99 8.13 7.13 14.11 7.13
Undervalued 42.92 39.91 45.36 50.41 45.08 45.15
Urban migrants VS urban locals
Oaxaca-Blinder decomposition
Characteristics 32.16 43.72 55.92 49.28 37.59 59.43
Discrimination 47.59 52.17 58.61 64.40 63.27 53.79
Constant 20.25 4.11 -14.53 -13.68 -0.86 -13.22
Cotton decomposition
Characteristics 44.13 50.55 50.38 46.53 42.83 54.97
Overvalued 29.88 24.68 18.45 18.07 26.52 17.12
Undervalued 25.98 24.76 31.17 354 30.65 27.9
Rural migrants VS urban migrants
Oaxaca-Blinder decomposition
Characteristics 69.52 65.33 70.12 58.19 49.26 66.49
Discrimination -19.29 -11.46 4.69 25.33 28.94 37.57
Constant 49.77 46.13 25.19 16.48 21.80 -4.06
Cotton decomposition
Characteristics 110.11 102.59 88.33 68.16 65.01 62.48
Overvalued 7.42 9.81 8.06 12.15 15.58 10.19
Undervalued -17.53 -12.41 3.61 19.69 19.4 27.32

Compared with urban migrants, the extent of discrimination against rural migrants
remained at 4-38% in their participation in the four insurance schemes, which was lower
than that compared with urban locals. However, in terms of access to public holidays and
weekend leave, urban migrants were discriminated compared with rural migrants. The
degrees of reverse discrimination reached 19.29% and 11.46% for these two items

respectively. One explanation is that working overtime on public holiday and weekend

181



are more prevalent among urban migrants because they are more likely to work in highly

competitive occupations and engage in management and technical work.

A further decomposition suggests that compared with urban locals, the undervalued part
of discrimination experienced by rural migrants in all individual items of benefits
remained at 40-50%. The overvalued part of discrimination experienced by rural
migrants remained constantly at below 15%. In contrast, compared with urban locals, the
undervalued part of discrimination experienced by urban migrants in obtaining all
individual items of benefits maintained at 25-35%, which was lower than that
experienced by rural migrants. The gap was the largest in the enjoyment of industrial
injury insurance, while the smallest in access to medical insurance. The overvalued part
of discrimination experienced by urban migrants was 15-30%, which was much greater
than that experienced by rural migrants. The gap was the largest and the smallest in access

to public holidays and industrial injury insurance, respectively.

Compared with urban migrants, the undervalued part of discrimination against rural
migrants only existed in their access to the four insurance schemes. The extent of
discrimination was found to be far less than that compared with urban locals. However,
negative undervalued part of discrimination was found to exist against rural migrants in
their enjoyment of public holidays (-17.53%) and weekend leave (-12.41%). In contrast,
the extent of overvalued part of discrimination experienced by rural migrants in obtaining

all individual items of benefits was found to be positive, stabilising at 7-16%.

The decomposition results suggest that in the legacy of planned economic policy, the
hukou system continues to take effect in the segmentation of China’s urban labour market
and in social stratification. The segmentation of urban labour market has resulted in

various, sometime severe, degrees of discrimination against urban and rural migrants not
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only in wage but also in access to employee benefits. In comparison, the extent of
discrimination against urban migrants is similar (although at a lesser extent) to that
against rural migrants, suggesting that the segmentation of the urban labour market is
dominated by the segregation between locals and non-locals nowadays rather than the
segregation between urban locals and rural migrants, which was dominant at the early
stage of reforms. Moreover, the extent of discrimination in employee benefits evaluated
in this study is relatively greater than the extent of discrimination in wages estimated by
many prior studies (Meng and Zhang 2001, Lee 2012, Wang 2005). This indicates that
the actual discrimination against migrant workers is likely to be more serious in the urban

labour market due to the underestimation based solely on the mean wage.

Results from previous studies suggest that some employers provide the employee benefits
at the cost of lower wages (Cheng, Wang and Chen 2013). It could be the case that
migrants may receive compensation packages that offer lower benefits but higher
earnings. Therefore, we extend the models to include a variable representing the monthly
wage in addition to the specifications in Table 5.4 and 5.6, respectively. Nevertheless, the
results indicate that the monthly wage has a significantly positive effect on rural
migrants’ access to the total number of benefits and a few individual items of benefits.*®
This could be due to that higher wage earners usually possess better human capital which
could significantly increase their level of welfare benefits. In addition, studies on China
also show that when considering the bonus and insurance entitlement, which are mostly
received by urban locals, migrant workers are treated even worse in the urban labour

market (e.g. Lee 2012).

*® The results are not presented here due to the consideration of length of the paper but will be

available upon request from authors.
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5.6. Conclusion

This study on the employee benefit differentials among urban locals, urban migrants and
rural migrants has addressed a number of research questions regarding discrimination and
segmentation in China’s urban labour market. The investigation empirically extends the
application of discrimination theory and segmented labour market theory to urban
migrants and to a transitional society, and contributes a better characterisation of labour

market experience of migrant workers.

This study identifies the existence of exclusion of migrant workers from the urban social
security system due to the segregation between urban locals and rural migrants and the
segregation between locals and non-locals induced by the hukou system. These
segregations have resulted in the severe discrimination against rural migrant workers in

terms of access to welfare entitlements and benefits.

The results show that gradient differences are evident in access to the total number of
benefits and individual items of benefits among the three groups, and that rural migrants
are the most disadvantaged. However, the differences in productivity-related
characteristics can only explain part of the benefit gaps. More than 50% of the difference
in the total number of benefits between urban locals and migrant workers is due to
discrimination. Compared with urban locals, the extent of discrimination experienced by
rural migrants was greater than that experienced by urban migrants. This indicates that
rural migrants face dual discrimination arising from both segregations in the urban labour
market, while urban migrants only face the discrimination arising from the segregation
between locals and non-locals. In addition, rural migrants also experienced a certain
degree of discrimination compared with urban migrants, but much lower than those

compared with urban locals. A further decomposition shows that compared with urban
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locals, rural migrants experienced higher undervalued part of discrimination than urban

migrants, but lower overvalued part of discrimination.

In terms of individual items of benefits, 50-70% of the benefit gap between urban locals
and migrant workers was found to be caused by discrimination. Compared with urban
locals, the extent of discrimination against rural migrants was slightly higher than that
against urban migrants in obtaining most of the individual items of benefits. However, in
access to public holidays and weekend leave, rural migrants were discriminated only
compared with urban locals, although not compared with urban migrants. A further
decomposition shows that compared with urban locals, urban migrants experienced a
lower undervalued part of discrimination than rural migrants, but a higher overvalued part
of discrimination. Compared with urban migrants, rural migrants experienced the
undervalued part of discrimination only in access to the four insurance schemes, but
experienced the overvalued part of discrimination in obtaining all the individual items of

benefits.

The comparison of the extent of discrimination against urban migrants and rural migrants
confirms that nowadays the segmentation of urban labour market is dominated by the
segregation between locals and non-locals rather than the segregation between urban
locals and rural migrants which was the case earlier. In addition, the study points out that
the decomposition based on the mean wage might underestimate the extent of

discriminatory treatment of migrants.

Although there have been some changes in the hukou system since the late 1990s, which
resulted in the increased population mobility and the emergence of a large number of
employment opportunities in the urban labour market, its reform is still lagged far behind

the socio-economic development. The Aukou system continues to function in social and
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labour stratifications, and plays a negative role in improving workers’ working and living
standards. There is a strong need to overhaul the Aukou system and establish effective
anti-discrimination labour policies to promote equal access to the social security system
and labour benefits for both rural migrants and urban migrants. The anti-discrimination
policy in China’s urban labour market should be oriented to eliminate the segregation
between locals and non-locals rather than only the segregation between rural migrants

and urban locals.
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6.1. Conclusion

This thesis examines the effect of regional divergence in socio-economic development on
migrants’ choice of destination to developed coastal cities (such as Beijing, Tianjin and
Shanghai) and the determining factors of discrimination against urban migrants and rural
migrants regarding occupational attainment, wage earnings and welfare entitlements and
benefits. The aim of this study is to empirically extend the application of migration theory,
discrimination theory and segmented labour market theory to urban migrants in a
transitional society, and to contribute a better understanding of China’s internal migration
and a clear characterization of the labour market experience of migrant workers. The
evidence and recommendations provided by this study could contribute significantly to

the public debate on the reform of the hukou system and the urban labour market.

Chapter 2 is a quantitative study on the effect of socio-economic divergence between
regions on migrants’ destination selectivity. The study suggests that there are significant
differences in demographic and socio-economic characteristics between those migrating
to Beijing, Tianjin and Shanghai. Migrants in Beijing and Shanghai are especially
gender-selective, while those in Tianjin and Shanghai tend to be more selective by marital
status. Due to its advantages in location and resources, Beijing is more attractive to highly
qualified migrants. Most migrants in Beijing find jobs on their own, while those in
Tianjin and Shanghai depend more on an informal social network. Migration to Beijing is
dominated by urban-urban migration, while migration to Tianjin and Shanghai is
dominated by rural-urban migration. However, due to their non-local Aukou, migrant
workers in the three cities are usually restricted to the informal sectors and engage in

blue-collar occupations.
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The regression results indicate that the rise in the ratio of average wage growth rate
between destinations and origins could significantly increase the probability of migrating
to the three cities. However, in light of the segmented urban labour market, it is plausible
that the increased demand caused by the rise of urban residents’ wages rather than the
actual rise of migrants’ wages has a greater effect on destination selectivity. In extreme
cases, the rise of job opportunities in formal sectors at destinations may even crowd out
the demand for migrant workers, as the job opportunities in formal sectors may not be
available to workers without local hukou. This is evidenced by the negative effect of
employment growth on the probability of migrating to Tianjin. Because migrants come
from different regions with varied levels and patterns of consumption, migrants in Beijing
and Tianjin are more sensitive to the relative increment of urban consumption level, while

migrant workers in Shanghai are not.

The results of this study also suggest that the investments by enterprise types such as
state-owned enterprises, collective enterprises, joint-venture enterprises and so on. have
different effects on the probability of migrating to the three cities due to the differences in
institutional barriers and investment objectives (such as attempting to improve labour
productivity or to expand production). In addition, the conflicting signs on the
coefficients of investment by joint-venture enterprises and foreign enterprises in the three
cities’ models further suggest that the investment has a significant selective effect on the
human capital of migrants. The secondary and tertiary industries in the three cities remain
characterised by labour-intensive and low technology industries. The expansion of
industry in these sectors demands more cheap labour, which could significantly increase
the probability of migrating to the three cities. The difference in total export-import

volume between destinations and origins has a negative effect on the probability of
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migrating to Tianjin and Shanghai. One plausible explanation for this is that the imports
and exports of these two cities are characterised by high-tech products that cannot utilise

many manual workers.

Infrastructure construction could increase the incentive to migrate to the developed
coastal cities by enlarging the welfare gap and increasing the demand for labour while
also decrease the incentive to migrate to the coastal cities by promoting productivity. The
results show that the enlarged welfare gap and increased labour demand play dominant
roles in migrants’ choice of destination to Tianjin and Shanghai, while the promoted
productivity takes a leading role in influencing migrants’ choice of destination to Beijing.
People in provinces with higher human capital stock are more likely to migrate to the
three cities relative to other destinations. The considerable brain drain will further

accelerate the regional disparity, especially urban-rural inequality.

In line with neoclassical predictions, the distance could increase the physical and
psychological costs, negatively affecting the choice of destination to the three cities. The
social network in Beijing and Shanghai could increase the migration probability.
However, the total number of migrants in the three cities may not represent a reasonable
proxy to calculate a general measure of social network, which results in the negative

effect of social network on the odds of migrating to Tianjin.

Chapter 3 uses the multinomial logit model and Oaxaca-Blinder decomposition method
to investigate the discrimination against migrants in occupational attainment. Due to the
privatisation and marketization of some previously state-controlled sectors, workers in all
three groups are highly represented in service jobs. The proportions of urban locals, urban
migrants and rural migrants are 40.18%, 50.75% and 60.82%, respectively. In addition,

urban locals (50.59%) and urban migrants (40.29%) are more concentrated in high-wage
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occupations such as white-collar jobs and office clerical jobs, while rural migrants are

highly skewed in production-related jobs, accounting for 24.65%.

Both urban migrants and rural migrants face discrimination in obtaining the four
occupations compared with urban locals. The extent of discrimination against rural
migrants is 27.61% in obtaining white-collar jobs, 33.74% in obtaining office clerical
jobs, 39.11% in obtaining production-related jobs and 25.58% in obtaining service jobs.
The labour market status of urban migrants as a whole is better than that of rural migrants.
The extent of discrimination ranges from 20-35% in obtaining the four occupations.
Nevertheless, urban migrants face a greater degree of discrimination in obtaining service
jobs than rural migrants. This could be due to that some service jobs characterised as
labour-intensive, low-skilled and dangerous are not desired by urban locals. To reduce
cost and increase efficiency, employers therefore prefer to employ rural migrants who are
qualified and more willing to do these jobs. This point of view is further confirmed by the
negative extent of discrimination in obtaining service jobs against rural migrants when
compared with urban migrants. In addition, rural migrants are discriminated against when
seeking the other three occupations compared with urban migrants (4.92% in obtaining
white-collar jobs, 12.90% in obtaining office clerical jobs and 23.15% in obtaining

production-related jobs).

In Chapter 4, the quantile-based regression and decomposition approaches are adopted to
examine the wage determinants for the three groups and the discrimination against
migrant workers across the distribution of wage. The result shows that the hourly wage of
urban locals is 19.84 yuan, 1.27 times that of urban migrants and 2.19 times that of rural
migrants. The wage distribution differentials between urban locals and rural migrants, as

well as between urban migrants and rural migrants are significant. The structural
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difference in returns on productivity characteristics indicates that migrant workers are

treated differently from urban locals in the urban labour market.

This study categorises the hourly wage into three income levels according to the quantiles
to which they belong. Low income level refers to the hourly wage below the 0.3 quantile,
median income level refers to the hourly wage between the 0.3 and 0.7 quantiles and high
wage level refers to wages above the 0.7 quantile. The decomposition results indicate that
rural migrants with median income level and above tend to experience discrimination
compared with their urban local counterparts, while urban migrants with the median
income and below tend to be discriminated against. The extent of discrimination against
rural migrants varies from 31.9% to 125.78% and that against urban migrants varies from
16.26% to 32.52%. At most income levels, the extent of discrimination against rural
migrants estimated in this study is greater than that reported in previous research on mean
wage differentials (Maurer-Fazio and Dinh 2004, Lee 2012). This may imply that the
accuracy of measurement of discrimination could increase remarkably after taking into
account the diversification in the composition of migrant workers and the wage inequality

within each group.

In contrast with previous studies on the mean wage differentials in China’s urban labour
market, urban locals rather than migrant workers with the rest of income levels face
discrimination. The extent of reverse discrimination against urban locals compared with
rural migrants ranges from 8.2% to 38.3%, while the extent of reverse discrimination
against urban locals compared with urban migrants ranges from 20.9% to 154.87%. One
plausible explanation for this is that urban locals and migrant workers have different
employment structures. For instance, rural migrants are more desired by employers to

undertake low-wage jobs that are labour-intensive, hazardous and shunned by urban
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locals, while urban migrants with higher human capital are more favoured to undertake
the high-wage jobs characterised as human capital-intensive and requiring highly skilled
workers. The decomposition within migrant workers shows that the extent of
discrimination against rural migrants compared with urban migrants is positive at all
income levels and ranges from 6.05% to 41.28%. Similar or more pronounced results are

obtained after considering non-cash income.

Chapter 5 employs the negative binomial distribution model, logit model and
Oaxaca-Blinder decomposition method to estimate the extent to which migrant workers
are discriminated against in access to total number of benefits and individual items of
benefits. Welfare entitlements and benefits include public holidays, weekend leave,
medical insurance, pension insurance, unemployment insurance, and industrial injury
insurance. The results show that gradient differences are evident in access to the total
number of benefits and individual items of benefits among the three groups, and rural
migrants are the most disadvantaged. On average, urban locals and urban migrants enjoy
4.74 and 3 items of benefits respectively, while rural migrants only enjoy 1.65 items of
benefits. The participation rates of urban locals in all individual items of benefits
maintain above 65%. In contrast, the participation rates of urban migrants are between

40-60% and those of rural migrants are the lowest between 10-40%.

In terms of the total number of benefits, the decomposition results show that more than
50% of the difference in the total number of benefits between urban locals and migrant
workers could be attributed to discrimination. The Cotton decomposition further divides
the unexplained portion of the benefit gap due to the group differences in the estimated
coefficients into two parts. One part captures the amount by which the

productivity-related characteristics of urban locals are overvalued. The other part
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measures the amount by which the productivity-related characteristics of migrant
workers are undervalued. Compared with urban locals, the undervalued part of
discrimination experienced by rural migrants is 38.61% and that experienced by urban
migrants is 25.03%, indicating that migrant workers are considered “inferior” to local
residents. The overvalued part of discrimination experienced by rural migrants is 11.85%
and that experienced by urban migrants reaches 33.47%, suggesting that urban locals are
considered “superior” to migrant workers. In terms of individual items of benefits,
50-70% of the benefit gap between urban locals and migrant workers is due to
discrimination. Compared with urban locals, the undervalued part of discrimination
experienced by rural migrants remains at 40-50% in obtaining all individual items of
benefits, while that experienced by urban migrants maintains at 25-35%. The overvalued
part of discrimination experienced by rural migrants remains constant at below 15%,

while that experienced by urban migrants is between 15-30%.

Compared with urban migrants, the extent of discrimination against rural migrants
remains between a range of 4%-38% in their participation with the four insurance
schemes such as the medical insurance scheme, pension insurance scheme,
unemployment insurance scheme, and industrial injury insurance scheme. This implies
that rural migrants have the most disadvantaged status when accessing state-provided
social services that are strictly regulated by local governments. However, urban migrants
are discriminated against regarding access to public holidays and weekend leave
compared with rural migrants. The degrees of reverse discrimination are 19.29% and
11.46%, respectively. This could be because working overtime on public holidays and
weekends is more prevalent among urban migrants due to their highly competitive

occupations and their participation in management- and technical-related work.
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The decomposition results of occupational attainment differentials, wage distribution
differentials and welfare entitlement differentials all indicate that compared with urban
locals, the extent of discrimination against rural migrants is greater than that against
urban migrants. This may indicate that rural migrants face discrimination arising from
both segregations between locals and non-locals and between urban locals and rural
migrants in the urban labour market, while urban migrants only face discrimination
arising from the segregation between locals and non-locals. In addition, the results
indicate that the extent of discrimination against urban migrants compared with urban
locals is generally greater than the extent of discrimination against rural migrants
compared with urban migrants, suggesting that the segmentation of the urban labour
market is currently dominated by the segregation between locals and non-locals rather
than the segregation between urban locals and rural migrants which was the case in the
era of the planned economic system. Therefore, the results support Hypothesis 2, which
states that if the labour market outcomes of urban migrants are similar to those of rural
migrants but significantly worse than those of urban locals, the segmentation of the urban
labour market is primarily determined by the segregation between locals and non-locals.
This reflects a profound transformation from a hukou-dominated urban-rural dichotomy
in China’s urban labour market in the first 20 years or so after the economic reforms to the
segregation between locals and migrants in recent years. While the effect of the hukou
system on social and labour stratifications has not significantly weakened over the past
few decades, it has also diversified the types of segmentation in the urban labour market
and resulted in the disadvantaged socio-economic status of both urban migrants and rural

migrants.

6.2. Implications and reflections
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Like many developing and developed countries undergoing industrialisation and
urbanisation, China has experienced a massive population migration and increasing
inequalities in labour market outcomes between urban locals and migrant workers.
Discrimination has contributed to increasing inequalities in labour market outcomes,
especially in the urban labour market. Nevertheless, China’s population migration and the
discrimination in the urban labour market have some unique characteristics due to the

country’s transitional stage.

China’s unique socialist market economy has been characterised as an uneasy blend of
state control and market mechanisms (Fan 2002). It differs from both socialist economies
and capitalist economies by adopting only those market practices that could promote
socio-economic development while depending heavily on state control (Smart 2000). The
results shown in Chapter 2 indicate that features of China’s internal migration reflect the
co-existence of China’s capitalist and socialist systems in the decades after the reforms.
On the one hand, as in most capitalist countries, the internal migration in China is
selective for those people whose labour is demanded by the destinations. The regional
divergence in socio-economic development has a significant effect on migrants’
destination selectivity. Since the 1980s, a large number of young, skilled and educated
people have moved from western and central regions to eastern regions as a response to
the enlarged gaps in income and job opportunities. Migrant workers have contributed
substantially to China’s socio-economic development by providing a cheap labour force.
However, the flow of human resources from less developed inland regions to more
developed coastal regions has aggravated other than reduced the regional inequality,

especially the imbalance between urban and rural areas.

On the other hand, as in other socialist countries, the hukou system, a legacy of planned
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economy, is still effective in the segmentation of China’s urban labour market and in
social stratification, which determines the wages and the eligibility to access to
employment and state-provided social services. This makes some of the push-pull factors
in China’s internal migration ineffective or even contrary to the theoretical expectation.
For instance, due to the segmented urban labour market, it is plausible that the increased
demand caused by the rise of urban residents’ wages rather than the actual rise of
migrants’ wages has a greater effect on destination selectivity. The jobs created in formal
sectors by investment are more likely to be institutionally controlled by central or local
governments. It is very difficult for individuals without local hukou to obtain these
occupations; this could significantly decrease the odds of migrating to cities. These
results suggest that the synthesis of the neoclassical approach, the new economics of
labour migration and the structural approach could provide a valuable theoretical

supplement to better understand China’s internal migration.

The institutional constraints regarding access to well-paid and secure jobs and public
services have resulted in the co-existence of a migrant labour shortage in the urban areas
and a migrant labour surplus in rural areas (Knight, Deng and Li 2011). The labour
shortage in the migrant-dominated export manufacturing sector would slow down
Chinese and global economic growth. This study implies the need for further reform of
hukou system and urban labour market to continually attract and retain migrants in the
coastal cities. For instance, there is a need for policies that disconnect the hukou status
from job opportunities and state-provided social services and that eliminate the
institutional constraints on movement between segments. In addition, there should be
efforts to change the economic and employment structures in both origins and

destinations to realise the optimal allocation of human capital and other resources to
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reduce regional inequality.

The hukou system and segmented urban labour market not only have a significant effect
on China’s internal migration but also result in severe discrimination against migrant
workers in the urban labour market. The fundamental and intensive reforms of China’s
urban labour market and the hukou system since the 1990s have accelerated
socio-economic development and improved migrant workers’ working conditions in
some regards. Nonetheless, the results in Chapters 3-5 indicate that the hukou system
continues to function in social and labour stratifications and hinders the improvement of
workers’ working and living standards. The discrimination against migrant workers
contributes to a large proportion of labour market differentials not only in earnings but
also in access to employment and welfare entitlements and benefits. This indicates that
the actual discrimination against migrant workers is likely to be underestimated based

solely on the mean wage in the urban labour market.

Urban migrants, who account for an increasing proportion in migrant workers and have
some advantages compared with rural migrants due to their urban hukou, but some
disadvantages compared with urban locals due to their non-local hukou, also face
discrimination in occupational attainment, wages and welfare entitlements and benefits
compared with urban locals. This implies that only the extended research framework,
which considers both the segregation between urban locals and rural migrants and the
segregation between locals and non-locals, could provide a full assessment of labour
market inequality between workers with different residential statuses. Taking into
account the two types of segregations as well as the diversification in the composition of
migrant workers could more accurately identify the mistreatment for migrant workers.

Urban migrants (an important group in the urban labour market) should be taken into
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consideration when the urban labour market policies and regulations are formulated.

Based on the extended research framework, this thesis confirms that China’s urban labour
market has experienced a profound transformation over the past three decades. The
comparison of the extent of discrimination against urban migrants and rural migrants
indicates that the segmentation of the urban labour market is currently dominated by the
segregation between locals and non-locals rather than the segregation between urban
locals and rural migrants which was the case in the era of the planned economic system.
This could be due to the loosened restrictions on rural-urban migration and rural
migrants’ employment in urban cities on the one hand and growing local protectionism in
favour of urban locals on the other. In addition, the results suggest that the extent of
discrimination against urban migrants compared with urban locals in welfare entitlement
and benefits is greater than that in occupational attainment and wage earnings. This
implies that since the early 2000s, the function of segregation between locals and
non-locals has shifted from protecting the employment of urban locals to ensuring the

welfare benefit levels and supply of public goods for urban locals.

The Chinese government has committed itself to formulating policies and regulations to
improve migrants’ socio-economic status since the 1990s. However, these attempts have
had limited success (Meng and Zhang 2010). The study on migrants’ destination
selectivity finds that the social network could significantly increase the odds of migrating
to coastal cities. However, this social network only links those of the same hierarchical
rank and thus cannot bridge interclass information and social resources such as power,
wealth and prestige of one’s social contacts. The study on discrimination in occupational
attainment suggests that high-wage occupations are more likely to be institutionally

controlled by central or local governments. Finding jobs through the social network
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actually keeps migrants in low-wage jobs and further reinforces the segmentation of the

urban labour market and labour sorting.

The occupation segregation between urban locals and migrant workers has significantly
reduced the extent of discrimination against rural migrants with low income levels. Rural
migrants are more qualified and preferred by employers to undertake low-wage jobs
characterised as hazardous, labour-intensive, requiring a low amount of skill (which are
also shunned by urban locals). The research on discrimination in wages shows that rural
migrants with median income level and below do not face discrimination, which is in
contrary to the findings of some previous studies on the mean wage differentials in
China’s urban labour market. However, eligibility to access to welfare entitlements and
benefits remains in strict control by local governments based on the hukou status. The
study on discrimination in welfare entitlement suggests that migrant workers are
discriminated against in their access to both the total number of employment benefits and
individual items of benefits. In addition, there is no substitution between lower benefits
and higher earnings, or vice versa. The results further support the viewpoint that the
function of segregation between locals and non-locals has shifted from protecting the
employment of urban locals to ensuring the welfare benefit levels and supply of public

goods for urban locals.

The present study suggests that the Aukou system continues to function as a “Great
Wall” % , which affects social and labour stratifications and results in severe
discrimination against migrants. This discrimination has resulted in a significant
reduction of labour productivity and a waste of social resources because workers may

have been located in a position that does not match their work capacity and because urban

¥ See Wang (1997) for detail explanation of how hukou functions as a “Great Wall”.
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locals may receive a wage higher than their marginal productivity of labour (MPL) while
migrant workers may receive a wage lower than their MPL. In addition, this
discrimination has precipitated an increasing number of conflicts between employers and
migrant workers, as well as between local residents and migrant workers, which could
threaten social stability (Chen 2010, Chan 2012). This study implies a strong need to
overhaul the hukou system and establish effective anti-discrimination labour policies to
promote equal pay and equal access to the employment and social security system for
both rural migrants and urban migrants. Due to the significant transformation of China’s
urban labour market, the anti-discrimination policy should be more focused on
eliminating the segregation between locals and non-locals rather than only the

segregation between rural migrants and urban locals.

6.3. Future research

This research is the beginning of an understanding of migration selectivity and
discrimination against migrant workers in China’s urban labour market. As the most
vulnerable group, the living and working conditions of migrant workers require more
efforts and attention from academia as well as local and national governments. A number
of areas related to the present study could be explored further such as the new-generation
migrants who were born in 1980 or thereafter, the social and residential segregation as

well as compensating wage differentials for migrant workers undertaking risky jobs.

This study only focuses on urban locals, urban migrants and rural migrants in the urban
labour market and does not examine the working and living situations between different
generations of migrants. The new-generation migrants account for an increasing

proportion of migrants as the first generation ages and returns to the countryside to retire.

206



Compared with first-generation migrants, new-generation migrants are better educated,
more socially connected, and they have a stronger tendency towards individualism and
consumerism. While first-generation migrants remit more than half of their income back
to their household in the countryside, new-generation migrants remit a lower proportion
of their income. New-generation migrants also have a stronger awareness of their legal
and socioeconomic rights, which has resulted in more frequent job changes and
workplace unrest (Zhou and Sun 2010). Different from their predecessors (for whom
return migration was the norm), many new-generation migrants aspire to settle in the
cities and to be officially recognised as urban residents with the same rights as urban
locals. A further study could investigate the differentials in labour market outcomes

between urban locals, first- and new-generation migrants in urban China.

As previously mentioned, many migrant workers have experienced longstanding housing
difficulties due to low income and a lack of urban hukou status, which is a precondition to
access subsidised or public housing (Wang and Murie 2000). They have tended to live in
low-income, inferior or deprived housing areas usually in the forms of factory
dormitories, migrant enclaves and urban villages (Ma and Xiang 1998, Wu 2004).
Consequently, many migrant workers are socially and/or residentially segregated from
locals (Wu et al. 2010). There is a proven relationship between neighbourhood
characteristics and residents’ labour market outcomes (such as employment, occupation
and pay) in Western countries (Andrews 2002, Dickerson 2008). Nevertheless, it remains
unknown whether neighbourhood characteristics affect migrant workers’ labour market
outcomes (in particular their wages) in China. Further research could examine the extent

to which neighbourhood characteristics affect the wages of migrant workers.

The results of this study and many previous studies have found that most migrant workers
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have not been covered by an urban social security system despite the fact that many of
them work in dirty and dangerous jobs (Roberts 2001, Chan and Zhang 1999, Fan 2008).
A survey in six cities in the Pearl River delta in 1994 suggested that one third of migrant
workers believed that their health had been affected by their working conditions,
particularly noise, dust and poison (Tan 2004). Some reports noted that in many parts of
southern China, migrant workers became physically disabled at work or suffered from
chronic diseases due to exposure to hazardous dusts and toxic chemicals (Chan 2001,
Lam 2000, Xiang 2004). In addition, the official number of fatalities in mining accidents
in China has reached approximately 10,000 per annum since 1990, accounting for 60% of

the fatalities due to mining accidents worldwide (SSB 2004, Nielsen et al. 2005).

The compensating wage differentials theory suggests that wage premiums are paid to
compensate workers who work in undesirable conditions with higher health and safety
risks (Rosen 1974). Nevertheless, migrant workers in China have fewer job alternatives
than those with an urban household registration. Thus, they may be willing to accept less
compensation for risk on the job. This raises the following questions. First, are migrant
workers compensated for undertaking jobs that carry significant occupational and health
risks? Second, if so, to what extent, and in what form, are migrant workers in risky jobs
compensated by monetary premiums or other benefits? Third, if so, is there any
inequality between migrant workers in compensation for this risk? A study could further
investigate these questions by analysing the wage distribution differentials between

migrant workers in risky and safe jobs.

This study has laid a solid foundation for further research in the areas of new-generation
migrants, social and residential segregation and compensating wage differentials for

migrant workers in risky jobs. The significance of this thesis is to empirically extend the
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application of migration theory, discrimination theory and segmented labour market
theory to the study of urban migrants in a transitional society. The results of this study
contribute to a better understanding of China’s internal migration and a clear
characterisation of the labour market experience of migrant workers. Moreover, this
study provides evidence and recommendations for reforming the hukou system and the
urban labour market. With further understanding of migrant labour in China’s urban
labour markets, one would hope that the improvement of working and living condition of

migrant workers will take place in the near future.
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Appendix Questionnaire (in English)

Institute of Population and Development, Nankai University
Macquarie University, Australia

“Rural Migrant Labour in Large Chinese Cities” Project

Individual Questionnaire
(discussion draft)

(Introduction: read to the respondent):

We are researchers from the Institute of Population and Development of Nankai University and
Macquarie University of Australia. We’d like to take some of your time to fill out a questionnaire
about your household. This is an important survey to gain an understanding of how people from
different places are living together in this city. Your information is very valuable to us. We promise
that any information provided by you will not be disclosed to anyone else except for the researchers of
this project. Other researchers who wish to use the data for research purpose will only be granted
access to aggregated data. Your name, address, and any information that can be used to identify you
and your family member will not be used in any forms of publication. If you agree to participate in the
survey, please place a check here:

Date Month Year 2008
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City: 1. Beijing, 2. Shanghai. 3. Guangzhou 4. Tianjin

Community

code

Respondent’s code

Name of the respondent

Gender of the respondent

DoB of the respondent

Name of interview

Date of interview

Starting time of the interview

Visiting record

First visit

Second visit

Third visit

Date

Time

Results of visit

1. interviewed

2. refused

3. no at home, notes left

Other notes
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A. Members of household currently living with you

Al

A2

A3

A4 A5

15 years old and above

6-15 children

A6 A7 A8 A9 A10 All Al2
HH serial | Name Sex Relations DoB Hukou Education Marital Types  of | Type of | Typeofmajor | Attending local
No. 1 m| hip with status level status employmen | sector occupation school or not?
2. F| HH Year Month t
| 1| O [] [] [] [] L0 | OO []
> 1 O [] [] [] [] 0| O []
3 L1 O [] [] [] [] 0| oo []
4 L1 O [] [] [] [] 0| OO [
5 1| O [] [] [] [] L0 | OO []
6 1 O [] [] [] [] 0| O []
7 L1 O [] [] [] [] 0| oo []
8 L1 O [] [] [] [] 0| OO [
(15 years old migrants answer A13 to A17) Code
Al Migrants 15 years and above A4 Relationship with HH A7 Education level A8 Marital status
IR VIP N IN 1 RERKREULE 1 ARG 45
Al3 Al4 AlS5 Al6 Al17 2 P Al 2 P EH 2 T ER G
HH serial | If migrants, place | Occupation | Year of first | Year of moving to | Year of moving to 3KHy 3WT 3Eﬁ§ CHETH AL
no. of origin at place of | migration this city this community 4 ¥L‘ 4 ’Jf? . 4 %ﬁ&
origin 5 o UR Lk 5 SCHBIRFR 5l
6 HoAt oK Jm
7 HAb AR
1 D |:| 4 i F ’
A10. Type of sector All,Al4
D |:| LR bRy M KDL Tyl_lpe 0; ;f;cchati%rlﬁeu
: : SR b R 3t 57 R 1 EZRHLK. SERAZL
2 * i i A9 Type of employment izﬁziﬁﬂk P A 2 AR5 N
1 EZEHG kg, ¥ | 4 @50k 2 HAR N R
3 L1 o & E R A S A, B, W EIRL | 3 TARRIE AR
2 EEAA 6k, PR, BfbRafg | 4Tl IOIEA R
4 D |:| & i i 3Rl N4 54, wRy i KRN A

215



I

i 7 ¢
LI 4# 4# P
10 4 i e
L1 i ¢ e

4 =g
5 el 4ol
6 FhE Al
TAME LR
8 FFRJEM
9 HgkA

7 st g

8 i BN AR %% B s 1 e 55
b CRLEE & Fh A28 H g
)

9. PAMAH LB L ARG
10 BHIF KA RS

11, 4l B AR Rl

12 BURFHLR Skt 22 B4
13 JHeirlk

14 AHniE

PR

6 A7 SER A AN
VEEIN

7 AEAHREIIEA A
Af
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B. Dwelling

(o
Bl Type of dwelling LM 26K 5 R 3AER S 4 MGV S HE B 6. AREM 7. []
B2 Material of dwelling LANG R EEL 2 /500 3 RIR 4 HE ]
B3 If purchase, cost JG i) OO0
B4 If purchase, year of purchase A ey OO0 /00
B5 Number of bedroom (0]
B6 Square meters (Sq m) 000
B7 gfxzﬁirg of people living in the minln
B8 Tap water LENEH 22 335 8 4 55MEH S EARK ]
B9 Kitchen LENEH 2.=N3H 355 A 4558 S ]
B10 | Type of cooking facility LIRS 2008 3. sk 4. e []
Bll | Type of heating facility LIRS 2477 3.HE 4. BERR& ]
B12 | Toilet LENBH 2ZNHEH 354 EH 4. F5MEH 5. TR ]
B13 | Bathroom LENBH 22 WA 3240 EH 4./ 5.0k ]
Bl4 | Public garbage disposal facility LA 20 AL 3. A4T4LE 4. HE ]
B15 | Length of residence at this dwelling | 1./>F 2R 2R R —4F 3 —F | =4F 4 =FF1FE S HFLUE H
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B16

Type of dwelling before moving to
this city

LD 203K 55 )2 3 MGG 4 L5515 s BT 55 6. A M 7.4 8.
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C. Income and Expenditure

tZA | A | T|lE|® | T

C1. Estimated monthly income (yuan)

C2. Estimated monthly expenditure on food (yuan)

C3. Estimated expenditure on clothing (yuan)

C4. Monthly rental (yuan)

C5. If purchase, monthly re-payment (yuan)

C6. Estimated monthly saving (yuan)

D. Household appliances (1: yea; 0: no)

D1 TV D7 Electric Fan

D2 Refrigerator D8 Washing machine

[] [
[] []
D3 VCD L] D9 Telephone or Cell phone L]
D4 Tape-recorder |:| D10 Air-con |:|
D5 Camera |:| DI11 Motorcycle |:|
D6 Micro-wave oven |:| D12 Computer |:|

E. Individual Characteristics

[]

El. Please tell me where your hukou is registered?

1. City/town in this city

2. Countryside in this city

3. Other city/town in this province
4. Other countryside in this province
5. City/town in other province

6. Countryside in other province

E2. Where exactly is your hukou registered? (notes to interviewer: write the exact name of province
and city/county)

province city/coounty I:' |:| |:|

[]

E3. When did you move to this city? I:I |:| I:l |:| / |:|
[]

1. Born in this city (skip to ES)
2. Migrated to this city in year month
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E4. Why did you move to this city? |:|

. Seeking for job /business opportunities

. Was transferred by the employer

. Recruited/assigned

. Attending school/training

. Moving because of my original dwelling was demolished by construction project
. Moving into spouse’ household

. Moving with other family member

. Moving with other relatives

. Other reasons, please specify
ES. Could you please tell me your marital status?

[]

O 01N NP WN~—

1. Single. (skip toF1)
2. Married.

3. Divorced.

4. Widowed

5. De facto

E6. Is your spouse living with you in this city?

[]

1. Living in this city
2. Not living in this city (skip to ES)
E7. Is your spouse living in this dwelling with you?

[]

1. yes
2. no
ES. If your spouse is not living with you in this dwelling, why?

[]

1. Staying at the place of origin
2. Working at other part of the city
3. Working outside of this city
4. Living in a collective dorm
5. Couldn’t afford renting together
6. Other reasons, please specify

E9. How many children do you have? (including those children who are not currently living with you).

E10. Do you have any school-age children? |:|

1. Yes
2. No (skip toF1)

E11. How many of your school-age children are not currently living with you in this city?

[]
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E12. Why are some of your school-age children not living with you in this city? D

1. Attending school at place of origin, living with other relatives
2. Working at other places

3. Living with other relatives, but are not attending school

4. Other reasons, please specify

E13. Among those school-age children living with you in this city, are they all attending school here in

this city? |:|

All attending school in this city
Some attending school in this city
None is attending school in this city
Not applicable

L=

E14. If you have at least one child attending school in this city, how much do you pay for their school
tuition, fees and other school costs each year?

yuan L0 O O O

(7o)
E15. If some of your children are not attending school in this city, why?

[]

School fees are too high
Not allowed to attend school in this city

Not wiling to attend school

Need to help family business or finding a job
No school admits my child(ren)

Other reason, please specify

A

F. Employment status

F1. How did you get your current job? I:'

1. Assigned by the government agency

. Referred by private recruitment agency

. Referred by government-run recruitment agency

. Introduced by friends or relative

. Landed by oneself without any agency

. Through recruitment advertisement (newspaper or other forms of media)
. Recruited directly by employer

. Other channel, please specify

0NN AW

F2. In the last month, how many jobs did you do

[]

F3. In general, how many hours did you work everyday?
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1. First job (major) hours
2. Second job hours
3. Third job hours

[]

F4. Have you signed any contract with your employer?

[]

. didn’t sign any contract
. signed a contract of six months or less
. one year contract

. two to five years contract
. five years or above

. Other type, please specify

AN N AW =

F5. A number of employment-related benefits or welfare is listed in the following table, could you

please tell me whether you are entitled to any of the following?

1. Are you entitled to the paid public holiday e.g. the National Day, | 1. Yes 2.No.

the May Day, etc.?

3. uncertain or unclear

2. Are you normally off from work on weekend (Sat and Sun.)? 1.Yes 2.no 3. uncertain or unclear

3. Are you entitled to public medicare program or medical | 1. Yes 2.no 3. uncertain or unclear

insurance program?

4. Do you have any forms of pension insurance? L2 2.8 3. A—EsAmE
5. Do you have any forms of unemployment insurance? 152 2.8 3. A—gEAiE
6. Do you have any forms of insurance that covers the | 1.2 2.7 3. ~— @il A%
work-related injuries?

7. If females, are you entitled to any forms of paid maternity leave? | 1.2 2.75 3. AN —EBAHIE
8. Have your employers often delayed paying your | 1.2 2.5 3. A—EBAHIE
wages/salaries?

9. If you work overtime, are you entitled to overtime payments? 172 2.5 3. A—EWAHIE

F9. How much do you earn from your current job(s) (all jobs)?

yuan/month

HIRIEInnEs

F10. How long have been working on your current job?

year month

oo/
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[]

F11. In the past six months, how many times have you changed your jobs? times

L0

F12. Is your current job your first job in this city?

[]

1. Yes (skip toG1)
2. No.

F13. Which one of the following describes the type of employer of your first job?

[]

Government organization and related work unit

State-run enterprise

Collective run enterprise

San Zi enterprises (share-holding, foreign invested, and joint-venture)
Privately-run enterprise
Small business owner
Self-employed

Other type, please specify

PNAN R WD

F14. How did you get your first job in this city?

[]

Assigned by the government agency

Referred by private recruitment agency

Referred by government-run recruitment agency

Introduced by friends or relative

Landed by oneself without any agency

Through recruitment advertisement (newspaper or other forms of media)
Recruited directly by employer

Other channel, please specify

PNAIN B WD

F15. Do you think your current job is better than your first job in this city?

[]

1. Much better 2. A little bit better. 3. More or less the same. 4. A little bit worse. 5. Much worse.

G. Living Conditions, Consumptions and related issues
G1. Why do you want to live in this community?

[]

No where else to go

low rental cost here

close to friends and relatives

suitable for doing small business or finding a job
handy location

safe place

AN DN B W
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7. other reasons, please specify

G2. How did you find this dwelling in this community?

[]

Assigned by city housing management organization
introduced by friends or relatives

from commercial advertisements

provided by employer

provided by friend/relatives

found it by oneself
others, please specify

Nk WD -

G3. Have you ever thought about moving to other places?

[]

1. yes, have thought about it
2. no, haven’t thought about it (skip to G5)

G4.If you have ever thought about moving to other place, why you are still living here in this dwelling?

[]

Too costly elsewhere
elsewhere not handy for doing business/working

not close to friends and relatives

Being afraid of not being able to get long with locals.
no services available for us elsewhere

Not familiar with other places

other reasons, please specify

A

G5. In this dwelling, is there any adult living with a married couple in the same bedroom?

[]

1. Yes
2. No.

G6. Where do you normally buy food and clothes for you and your family member? (only check one
major type)

1 2 3 4 5 6
street departm super- street open | self other
vender ent store market market made

1.Food

2.clothes and
daily necessities

G7. If you or your family members are slightly sick, what do you do?

[]

1. see a doctor
2. Do not see a doctor, just take some medicines
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3. others, specify

G8. If you or your family members are very sick, what do you do?

[]

1. Go to see a doctor
2. Not to go to see a doctor, just take some medicines
3. others, specify

(9. Have you and your spouse had your physical check-ups done regularly at a hospital or a clinic?

[]

G10. Have your children had their immunization and regular vaccines done? I:'

1. Yes.
2. No

G11. If your children have never had their immunization/vaccines at a local hospital/clinic, did they

get their immunization in another hospital/clinic? |:|
1. Yes.
2. No

G12. Have any of your children ever been diagnosed as malnourished (e.g. poor physical
development) by their doctors?

[]

1. Yes
2. No.
H. Relationship with the Host Community and Its Members

H1. In the following questions, could you tell me whether you have visited any of the following places,
and how many visits in the past month?

0.Never l.visited | 2. Visited | 3. Visited | 4. More than
visited once twice three times | three times

1.Library

2.Bookstore

3.Movie theatre

4.Dancing hall

5.Video theatre

6.Community
centre

7.Park
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H2. Could you tell me who are the three best friends of yours in this city?

1.None | 2.Local 3.local
co-worker neighbour

4.fellow migrant | 5.others
worker

1. First friend

2.Second friend

3. Third friend

H3. If you encounter any of the following situations, whom would you turn to for help FIRST?

1. Financial Difficulties

2.Personal safety

1.Familay members living in
this city

2.Relatives living in this city

3 People from my place of
origin

4.Local friend

5.Employer

6.Community cadre

7.Police

8.Local government office

9.Government office at place of
origin

10.No one

11 Other people, specify:

(code)

[]

[]

H4. Are you satisfied about the community you are currently living in?

1. Very satisfied 2. Satisfied 3. Just so so. 4. Dissatisfied 5. Very dissatisfied

(H5 — H14to be answered by migrants only)

HS5. How do you feel about the attitudes of local residents toward you?

1. friendly

2. fair and equal

3. Don’tcare

4. Not friendly

5. Look down upon
6. dislike

7.

8.

No contact with local residents
Have some contacts with local residents, but don’t know their attitude

H6. How many times did you visit your place of origin?

[]

None
once
twice
once each month

Nk W=

other frequency, specify

[]

[]
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H7. Do you care about what is happening at your place of origin? |:|

1. Yes, I care
2. No, I don’t care

HS. If you do care, what specifically do you care about? Could you tell me some details?

HO. If you don’t care, why not?

H10. Do you care about what is happening in this city?
1. Yes, I care
2. No, I don’t care

H11. If you do care, what specifically do you care about? Could you tell me some details?

H12. If you don’t care, why not?

H13. If your hukou is not registered in this city, do you regard yourself as a resident of this city? |:|

1. Yes
2. No

H14. If your hukou is not registered in this city, would you like to become a resident of this city?

[]

1. Yes, I’d like to become a resident of this city
2. No, I don’t.

227



(H15 — H20 to be answered by local residents only)

H15. How do you feel about the attitudes of migrants toward you?

9. friendly

10. fair and equal

11. Don’t care

12. Not friendly

13. Look down upon

14. dislike

15. No contact with migrants

16. Have some contacts with migrants, but don’t know their attitude

H16. What would be your attitude toward migrant workers coming to the cities?

1. support
2. oppose (skip toHIS)
3. don’tcare (skip toHI19)

H17. If you answered “support” in H16, is this because you think that:

1. migrants make contribution to the local economy
2. migrants provide services to local community

3. Migrants bring economic benefits to local residents
4. Other reasons, please specify

H18. If you answered “oppose” in H16, is this because you think that:

1. Migrants create troubles in the society

Migrants take job opportunities from local residents
Migrants make community living conditions worsening
Migrants burden public transportation system

Migrants have bad influence to my children

Other reasons, please specify

AN o

H19. Have you or your family members ever derived any benefited from migrants?

1. Yes
2. No
H20. If H19 answer is “yes”, what are the benefits?

[]

Rental income from migrants

Employ migrant workers

Employed by migrants

Enjoyed services provided by migrants
Other benefits, specify

AW =

Thank you very much for your time!

Interview ending at: year month day hour minute
Cooperation of the 1. Very cooperative 2. cooperative
respondent 3. Not so cooperative
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Signature of
interviewer

Other notes
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Appendix Questionnaire (in Chinese)

RIFFR A 15 R TR T

“BRMRAFT AL T ERKTHLR”
Bt SR

HEIEE

PRI R AN S RSEDT S HIEFON 5o FATAE G A8 — i e, 15 3R
A REMERRER G ERIEZEX AR EE, RARIE, KHE
RS S AR A 2t B 45 FATX LA FEN G2 AMOAEM A . 81445 bR
EAG B HRIIANEME N EN, REHFA S DR K.

INREEESINXOOH A, HEIX T2

2008 4 f H
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Wi 1. dtm 2. Bl 3. KE 4 N

[]

#1IX Y |:| |:|

R I

e Nk 44

Wevs N 15 2% iy []

DN o R R A— i HiEIn D/D [ ]

W R Gkt |:| |:|

Vi H Cw on om0

[ T 4r i 1] IS o

ZIENES

B B0 B
F
i 4]
7 1 4%

1 RIUiA 2384 3AER, BEE

Fohid s

231



A BRERGRSBEE RN RR ErWER: HAELUTER, BAE0EE—1HE)

A6 A7 15 5 LL B NIEE 6-15 % )LEIAE
Al A2 A3 Ad A3 A8 A9 A10 All Al2 Al3
FEEW R | WA P51 H5#UiN | HAEEA FHER FUOPR | BERE | SR | RERE | EETE | E B | BEEABAY
Frs 15 (PSS LARALH TEH e s B 25 (12, 27%)
2% | (ARE) ES | e LA LRI OLRES) ) OURE) | oufe) | Rk
| ] O [] ) O [] | O | O []
> L] O [] ) O [] | O | O []
3 L] O [] ] O [] | OO | OO []
4 ] O [] ] O [] | OO | OO []
5 ] O [] ) O [] | O | O []
6 L] O [] ) O [] | O | O []
7 L] O [] ] O [] | OO | OO []
8 ] O [] ] O [] | OO | OO []
(G BFEBFRHN OB 15 2 L LR R T/ A4 ZYA1T)
A TR A4 ERU A KRG AS BE BRI A9 BRI AHE
1 AN L kB R L 1 IR ZE LI
Al4 AlS Al6 Al7 Al8 2 1% 2 RS T o 2 AR
FERA | EBMRN S | R E 0 | BKIBEN | SAKRTER IENAAE XAy i? i'fjlj igg (HRHAR)
8oL | ORTE iAg[4 Ao SRS,
0 L) Zﬁgﬁk}; 5 CHBATRAD 545
@
1 l:‘ I:' oy sy I ’
* * * ALl 7RAREY Al12, A15 BRALAREY
LR R B kR ECENE VR
2 L]0 . o 2 AR B B R e N
A0 R RTRID 3 2R B
3 1] 4 VEFBLG, g, | 4 @50k 3 BN SAH KA R
S A2, JEH . WSRUEIE | 4. IRIA S

232



I

i 7 ¢
L1 e t ¢
10 4 i e
L1 i ¢ e
HIE i 7 e

4 =Bl
5 oA il £l
6 FAE Al
TAME LR
8 HIRJEM
9 HEk

6 Tk Al B fik
Mk

7 e E

8 Ji RN AR %S Je s i g5
b CRLEE & Fh ARV s
piiip)

9. DAMKRH LH S ZARF

10 R K H AR 55

11 G S ARl

12 BURHLIE S Ak 2 B ik

13 el

14 RHni&

SR AR M KRR
PN

6 L7 B ERAEA
Y EEEINA

7 AT FEIFAR AL
N

233



B. B EMN #rmzs

: BELITZEKE, BHAXEOTRAFE—11E8)

(4w
Bl JE 2R %Q ERED 200K 5 R 3T 55 4 RIS s ST 6. B E AN 7R 4R AL 8K ]
B2 s R R HUA R VAN EE L 26550 3 AR 4 HE ]
B3 R G5, B &Et (o) (55) OO0 0O00
B4 R 55, T 5 e (] I - = CE/ 10000 D/D ]
B5 iR, AEEA? 1 AR 2 S A2 3 s SR AL b UG ]
B6 BILNEFE (1]
B7 R CEITK) minln
B8 CIEEXPNEE 10000
B9 EEPAER/SIN LENEMH 22N 355 EH 4E=4MEH 5. T0EKRK ]
BI0 | J5f)5 8t LENEM 25N 3550 E M 450 5.5 ]
BIl | #RLEM LIRS 20008 3. 826 4.3 e ]
BI2 | Huiig st LIRS 2477 3.HE 4 CHUR B % ]
BI3 | Jipy LENEM 25N 355 E M 4 =4MEH 5. B ]
Bl4 | BLigA LENEM 28R 385 E M 45580 5088 []
BIS | JE{EX N A SIS A LAEWIALE 2 oA 3. 5ATALEE 4. g []




B16 | FEIUAE A i) fi A A ] L Fopap 2 RER|—4F 3 ER| Z4F 4 =R S MR
B17 | fEAHBUE I Z A RO B3 262

LHEEE 205 E 3 MG 4MEF5s S AR TS 6. HEEMN 7.8 R34t 8.
=




C.WANMH (BB BER: HELTHKE EAEORITE— 18

F R 5 — RIS I +r | Al T B| | ©
CL BT ER P BN O

C2. i A & i (o)

C3. AhTH R H RS Go)

C4. B AMHEMHEZ D> O

C5. R — Wb, k> Go)

Co. R4 M5, HHMMREZD Go)
C1FHIRASFE 2 HH8ED GO

C8. & H KA 2 /D3R (o)

D. REEXHEHRMN (1: H; 0. A

S LR (EH PR
DI HLAEAL O O
D2 HLUK AR KA O O
D3 VCD #l O O
D4 WAL O O
D5 HEAHAL O d
D6 T O O
D7 FH XL O O
D8 PeAHL 0 O
D9 HL i B 0 0
DIO | ¥ O O
DIl | EEE% 0 O
DI2 | HLf O O
D13 | "% O] O

E. MAZEAER
E1. 1 i @10 IE3 P FIAEE L

[] L AT AR

2. A TARAS

3. AE I AR
4. A W AN
5. JLAh A fr IR
6. LAt tr AT

236




B2 S8 S VR RIE 0 7 e eI (B R BB G RIEE TEE, HETTH)

% 7k B HEEEE

[]
E3. {62 A1 AR A T 2 OO04dO/0
[]

1. H Hit A 2. HAETEARTE (B2 ES)
Ed. (9 H- A BAKANINT? (R E R BRI B O IR P B 18) []

10. T4

11. TAERsh

12. SricH

13. Z 2551

14. PREME

15. IS

16. XA

17. BoEfEK

18. Hifih, i B AR
ES5. i 8 S R RIS A R

]

KIS (BEFIFI1)
CLUs
S5 (BEFEI)
9. i (BEFEIO)
10. R4S IF) = (BEFIE9)
E6. & P BCAB AL 5 48 R A g2

[]

® N o

1. FMfEAT
2. ANFEMERT (BEE/ES)
E7. % B AR AR 5 18 [R) A3 72 X ME i 2

[

1. & (k% E9
2. AN
ES. W B IARIAE R A 5B —kE, ZFA:

[]
7. BRATEIREE
8. TEARWHEHIT TIE
9. TEATZANTAE
10. (FEEMTE &
1. BEAME
12. e R, Bk

B9, 5 (B) BEMENFERRE (M) BENER 2 L1

E10. %5 (BUERAE) 2754 fit? []
1. Fid 2. KRAEFWE BEH/FI1D

E11. BT R 2
| B ] HEAEAR RS 5 R |

237



ﬁ (S 2 S e | A FEfE 2 ANFEED
HL\
k/\- — HL\
St #HL\
HIUR

E12. W BNl AAFME T &, 35 BIE AT A0 0T LOHERA 5B EE Rz

[

HHAR R, fEJREE Lo
fEH e T TAE
%ﬁ@%ﬁﬂﬁ ERAT AR SR o
HERE, iR

®© =W

m3%“HEKW%?@%%@mEﬁ%%éEKﬁL%?

]

AFBIEARTE L2
A TEARTE 2%
EATEARTE 2
ANEH (BEZ/FD

El14. TEAT AR 2Em F 252
1. ASEEES
2. IEMRAST R
3. ARIEMALSL R
E15. MR AEART LN F &, H¥HHEE MBI g%

© N o w»

JC

(7o)
EL6. MBATERNR LSR8 TF 4, A2
[]

7. FEHKE

8. AE=ELEH*

9. BAFRBEFE BT
10. ZERARHRIL

11, oA, 5B A0

R, A, LUK

RN EENEN

F. B AIAR 5% 15

F1. & H A4 TAE?
L EEHK RN k. Flsfi st A
BALFARN 5
PIE YNGEIESPINA
[ERIN: &2 I N
PN NN OV 2 S N
CENS S i3 ecE S (INAVEEP PN
- MBS E I A LA 5y

R

F2. 4 H RI7EH-4 B T4 i 5 B B ) []

[ N7 N G-V & | N4
2. RIEMY Kt B
3. il

4. @

238



. ACE. B WR A T
ComEk. k. Rt e

o N

. ERANANRS SR ARSS b CREE SR A S s
9. PAKELH L ZART

10. BH K H A MRS

11, &efb S ARKY

12. BURHLIE Bt o A4

13. Heirlk

14. ANF1iE

F3. 457 T 10 20 37 R 25 45700 2 []
1. B AR AR 55
2. — HLE S R E AR 55
3. HE A GE H S Ak 55
4, HAth
F4. VI TAE) & 3 &M —252

]

0 N N W

RNEZE 1SN Y2 SR AN 2 /A i G EX A

. EE A

E Sl

=B

ANTE Al

AMELR

MEE AL

CHERA, U AU
ERAAGEHTRXM TE (EETE K2

=
Fm

R
RPN

o3
W

2
&

©

BN 43I

10. @ FAN A

1. EFBUFH

12. W SERANH

13. K@, HORM

14, @I TS @REEFH EEAN)
15. AL HER LT

16. HAth, 5EARUH

Fo. B TAF B fr L2 L]
1. 10 AR
2. 10-50 A
3. 50-300 A
4. 300-1000 A
5. 1000 A LA &

F7. € EANH, BEES T U TAE?
[]

F8. 1&

>

R TR S A /N
9. BT N []
[]

239



10. 848 TIE N L]
[]

11, =4 TAE AN [l
[]

FO. 5 e 32 B8 T 5 A H?

[

7. %7
8. WA (BkFIF14)

F10. AT 38 E T, G AR REISR? []
1. RWIFFIRIX A TAER iR
2. AAEAEH] (2008 FELLE) /T
3. HAhEE

FIIL {6 5 £ T IR ah 4 2 []
1. FELEFEUT
2. —4
9. T4
10. 5L
11 R E R s & (KA
1258, iHAARuE

F12. B RT 55 3 4 [ U5 A Tk 2 []
1. THEEHIF
2. JRFEABEBEE MR
3. BEAIRARCRIS AN AL RS
4. EBHHAIFA (#F13)
5. FHih

F13. Wt AN T S & A A A0 4k ?

% B
Fld BB A 2T &, AR 2T 42 []
1. JEFRER
2. ANEIERZZEETE
3. FERFRM
4. WHWE
5. ARNERN, {HEFAEMN
6. FHih
FIS. ARG EE F U T8 534 ) 192 []
1. HiE
2. ANuE (BEHIFIS)

Fl6. #ilh (Faad smemersnzr rzsp OO OOH O]
[]

1. FNBAL IS 55 sl AT 51 57 3 5 [F)
2. S5 Bl (AL AU AR SRR AN 55 Sl 4

240



- RN AL EEO 55 Bl e SRAt 2 PR

O 0 N N L AW

F17. X RXAHH) CGishaRE) At aBik?
1 AT R 5730 B ok
2 $w T 5 EhE AL
3 VAT REARAETE S
4 FREREMERR TAE T
5 HAh

- N AN S8 B AR A 338 55 50 I
- FNBRIABERE(ERFIR 5730, ke, AURKIEIR e G b

CIE2P;

- A= RN A — 57 30 F B A A — ), i KA <A
A TS A AR T R T ARAEAN & [F) T35 /9 80%
- NG 57 B . WSO S AN R AR
- BRI S AR E DTSN, RIS ANG ZOR 55 3 AR 2 &

.

F18. &2 sz it #5512
1. ¥l
2. WH (BEFIF20)

F19. i@t 2 2 70 ?

[

1. T
2. BUF
3. AL
4. Hifth

F20. T 3R& 24 KRtk 37 B 57 SlAs AR 55 sl i i i) 7L,

HiEpN

THE SRR R T S AR A

A . (B R: FHN A E LU T8 2 EREEE)

LA EA I —+— kR TIRE? L2 2.8 3. A g iag
2. A NECE A H — RREIRE? L2 2.8/ 3. A—@ahmE
3R B R A RIS MBEST IR ? L& 285 3. A—gsiAkiE
4. TRAEBZIN AL FREARR 2 1L 275 3. A @A KiE
5. RBSIT RALARR? L2 2.7/ 3. A —@EEAhmmE
6. R TARE:? L& 2.5 3. A—@EAmIE
TR L, BREEZ RS RAEF R EMRH? L& 285 3. A—gsiAkiE
8. R MA TR L H R T 55? 1L 275 3. A @A KIE
9. IRBINPE, L) N BALERE 2 5 ST BE 3 ? L2 2.8 3. AR—gadi i

F21. R Lot 702
1R g
2. PG
3. H AL
4. PG,
5. HAELES

241




6. —4ELL Lk
F22. B A MNERT A TEh#E bk o6

[]
F23. I BRI F B TAET 7 2 Kita)?

i H

L]
F24. 73t £, T LA H
L]

F25. 7E$k 3 TAERE AR, B2 a A A IE AR ?
121 288 (BEEIF27)

F26. AT A2 BIEALSA A IERFE? (T2 T0

[]

e 1
PR
WS SR A
HoAt

F27. it —FH, HRAZKHH HEA TE?
1. 1HAUT
2. 13 H
3. 36H
4, PERE
F28. A4 H TAE?

bl S

HENNEN

Oo/0

I

F29. T LAERANE], A2id 3 2R
1. 1%

HRATfE Y

P &)

PRUZ NS

(RFS

HAth

F30. &4 H A TAE = 2
1. W& (BEFEIF32)
2. NHE

F3L AW, Jttar (2T
L]

AN

TARASALF

AR D

S HAT AR

N

B EE AR R BT SE —f TAES?

SN W N —
o

F32. HHij

[

3. & (BEEIGI)

I

242



4. 5K
F33. SEAEATH 158 —fn LAE I J 32 2 Wk — 22
[]

RS E )] 5 SO AN VAN =2 /-2 0 K A
2. HEZEA

3. BRI

4, =HEAe

5. RE

6. ML P

7. HERJEH

8. Mg A, AW

F34. &2 EFSRIBAEART S —0 TAEM?
[]

B4 e
L FAN A
L BUF A
AR RAH
K@ A, B ORI
AT (@RI T A
SN VA<
HAth, EHEAABHA

e G o

F35. B HI B TAF B LA AT (055 — TR
[]

1. 8%
2. f—uk
3. EARZ/I—FF
A
5. #8%

G AWEFM, W EAKAE
G 3 P (AR S A ) T B IR AT 42

[

(B g : EWIr N HEEE RsHEER)
8. PHAbH T AT LA
9. EM/EMK
10. Z2#N%
1. A A S 58
12. A3 8
13. Fak
14. #&F 5 55
15, JEFHt
16. He, i HAA B

G2, 145 12 JE R 5 (T 102

8. JEEHRML
BAANH

10, FLBEE R

243



11.
12.
13.

PRI R
Ef=ks4:h]
oAt ¥R

G3. B RAEH e 3 pr?

[

3.
4.

F et
B8 (BEFYG5)

G4. W2 e W AT B, A #

[]

8.
9

10.
11.
12.
13.

14

GIENZEi N7 N
A E AT (E

JE R 2

FER FA B ROARAN LS
BOA NBA AR S5 1Bt
ARSI e HTT IR
Hofty, T HLAR B

GS. 7Ei% (A, RAA A5 R P AR 5 CL R 10 (A ) 492

[

1

]
G6. EEZEAENE FON IR NI 3%

2. WH
(B R T4, BT HE—1

1 2
kAN | B

3
7

4
KA T

5
i 1

@)}

h
o)

L&

2 HREEATH H

H. ST X 8 R A2 B 5 B R &

HI. PUR AT R RN R AR L — DA NEEE L LU T N

(BrHBER: 74, BT

0% %L | 1.

2. "Ik

3. =k

4. ZIRLL L

1. E 4

2.5

3R

4 TET

5.%%)T

6.4 DX 3 Z L

7.5

H2. JAR A — MR =N R RR BB K S BRI ARA?

(HERIET 1T4, FITRZE—N

1.E | 2. K707/ N

3R

4.5} Jq] £

5. AN

=

w8

A
A

H3. 4 SR8 B2 5 R AE, 688 Feml iR Bh?

244



- AT SR A
FNES
k7

AHL A
JEE

- AEXE

BE

- U AR
- X BRI
- AR

11, HoAth, 5 E ARG

R I

—

Ha4. S0 18 P Ja A3 A DX 75 12

[

1. R
2. WHE
3. — %
4. NKE

5. RANHE
(H5 — H16 R FHFRAN I /E5)
H5. B\ At g BRI A B 2

]

17. 2EiE
18. P&
19. EAHE
20. KT
21. BEAE
22, HRIK

23, A ANERRE
24, HARAAHUALF
H6. R EARAHFR, B L—FER, FZEXPIKRE

[]

wEE
LK
WK
AR

6
7
8
9
10, HdAt, FEAAWH

H7 fE R —FH, BME 2R EET

1. Mg
2. 5
3. IR
4. Hih
HO. fEd 0, HBHK 2B RKHR
1 & 2. F I 3R 4. B

H10. &0 F K AR FHE 2
[]

1. =0 2RI, CBEFIHI2)
H11 43Rk, BOROLERREMAHE? (R0 34
1. i e

LI

245



EREH
U AN

FER Bt 15
PRI F B
AR AR
KN IR
MK
HoAth i H A4 i B

P oo whwn

H12. R, a2 (BAEREE)

HI13. {72 B Bt 5K 2 HAl NRA T LA ?

1. 2K 2. &H (BEE/HIS)

H14. B H S 2 /D N CRATT TR ?
10 ABLF

10 A—20 A

20 A—50 A

50 A—100 A

100 ALk

HI15. &R OAR T R A EE?

L. 2. 2. .

HI16. QR H)  DASEAI), I8 B SRAT E RS2

3. fE. 2. 7.

H17. iR DA R AR, 5 KA 4T 52
1. AHE &
2. FIZFR
3. F AR IR
4, HBREATHE

H18. B EAE RS RE (A LE—T0D
1. #ih
2.
3. BRE
4, HAh

nokwh

H19. SN FESR T A3 1) o KR A2 A4 2

i

(H20 — H24 (RIR FA£H 5 I E)
H20. ARSI BN D B S

[

+
4 &

246



2. EPrid
3. AR
4. FAE
5. AR
6. ShMAERIE
7. BRAEEUWALF

H2 1 AR AT A TR L T 0 K A S T2
L]

1. IEHE R K
2. T E K
3. EA %
4 ANH
mz4m%m%A 25T NI

[

3.
4.

o Fo

S (BEFIH24)
H23. 1 H22 &4, Bk 42 (af£25)

[

e 53 Al

JEF AN
ZHETAMBA
AN SR ALK R S5
0. HAth, 5 H A0

= 0 0 N

H24. N AIAEE XTI T )77 6 IBUSR B. 1% 1 #E 0 2
1. B RERRsh A0
2. XA BN A
3. BT AMRIREIN DT RS
4. HERFPLR, EEIA TR

R SR

OO

7] 2 235 AR 1] i H

B Z

Pl NS LafE 2.

3.AKREE

WA RET

e

247




