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ABSTRACT 

 

 China’s household registration system (hukou) has been regarded as one of the main 

causes of the income gap in China. Despite the economic reforms and many changes to hukou 

regulations since the 1980’s, formidable barriers between the rural and the urban segments of 

society persist. In this paper, I use longitudinal data from the China Health and Nutrition Survey, 

which is a multistage, random sample of households from nine provinces in Southeast China. I 

find rural hukou status, which is how migrant workers in urban areas are classified, is associated 

with the lower income even controlling for gender, age, education, marital status and region. 

Despite reform efforts, I also find that the income gap between urban and migrant workers in 

urban areas gradually increases over the two decades from 1989 to 2009. Furthermore, this data 

shows the income gap between migrant and urban worker in urban area becomes larger in reform 

activist states than in reform conservative states. This sheds some light on how policy reforms 

should be better designed in the future to closing the urban-migrant income gap. 
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I. Introduction 

Since 1990, the annual per capita growth rate of the Chinese economy has been 

consistently high, averaging about 9%. Overall living standards in China have improved 

significantly, with rapid poverty reduction (Chen & Ravallion, 2007, 2008). However, the 

growth has been unevenly distributed among the population, and rising rural-urban 

inequality has been documented in many studies (c.f. Chan, 2010; Sicular, Yue, 

Gustafsson, & Shi, 2007; Lee & Meng, 2010). Understanding the roles of economic 

growth and income distribution in China's success in reducing poverty within a 

generation is of great interest. One of the fundamental mechanisms that may be driving 

the changes in labor and income distribution in China is the household registration 

system, also known as the “hukou” system.  

The hukou system is a system of internal migration control. Set up in 1958, 

system has served three purposes: 1) government welfare and resource distribution, 2) 

migration control, and 3) criminal surveillance. Citizens are assigned to either a rural or 

an urban hukou based on their place of residence. After registration, the households are 

issued a hukou certificate, in which all members of the family are listed in detail as legal 

residents. As a result, people can be more controlled by the local street offices in urban 

area, and village committees in rural areas (Huang, 2000). The hukou system also 

restrains migration by linking access to public services such as health care, children’s 

education and other social services to the place where a person's hukou is registered. This 

policy has contributed to the creation of an underclass of migrant workers, who are 

defined as people who choose to leave the impoverished countryside to work in the more 

urban and mostly coastal region of China.  
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Since 1979, China has introduced sweeping reforms to the structure of its 

economy to combat rural-urban inequality. Early reforms focused on addressing regional 

inequality between urban and rural area by implementing policies favoring the 

agricultural sector in rural area. However, with China entering the world economy, 

reversing almost 30 years of isolation, the government then quickly shifted the focus of 

reducing the income gap towards boosting the development of the costal and urban areas 

(Naughton, 2008). The rapid increase in productivity has resulted in higher incomes and 

an ample food demand affecting not only urban area but also rural area citizens. 

However, income disparities have increased as coastal areas have become wealthier while 

the 300 poorest counties remain economically stagnant. Such increasing regional income 

disparity drives labor migration from rural into urban areas, raising the problem of 

growing population of migrants in the city and increasing income gap between migrants 

and their urban counterparts in urban area.  

According to the China Labor Bulletin Report, there were approximately 30 

million migrant workers in China in 1989. The current estimate of China’s migrant 

workers has reached a historical peak of 150 million. This number is expected to reach 

200 million in 2012 and grow to 400 million by 2025 (Ministry of Labor, 2010). Migrant 

workers typically are not unionized, and most workers work in low-pay, low-skill sectors 

such as manufacturing or construction, and suffer from unfair labor practices by 

corporations, such as lower pay and limited or even no medical coverage. The Ministry of 

Labor has estimated that 72.2% of current migrant workers work in the construction 

industry, and the estimated amount of unpaid wage to China’s migrant labor was as much 

as10 billion yuan (approximately $1.6 billion) annually (Ministry of Labor, 2010). 
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Furthermore, many workers send back a large proportion of their earnings to their home 

villages, leaving themselves very little for housing, food, etc. Nevertheless, migrant 

workers are not eligible for government social welfare programs in urban area, because 

these programs are linked to the service providers from where their hukou are registered. 

Thus they become even more vulnerable to health problems and social exclusion, since 

they do not have any proper health insurance provided by their employers in urban area.  

China's response to these evolving problems is expected to include ongoing policy 

adjustments, and especially to the hukou system. Therefore, the hukou system has been 

reformed incrementally in the past two decades, and it has relaxed restrictions on 

migration from rural to urban and gradually equalized rights and benefits between 

migrants and urban residents. Thus, we might be curious as to whether these reforms 

have been working to eliminate inequality between urban and migrant workers. Because 

the current policy-making process in China functions from the top down, and policies 

have not adequately taken regional diversity into account, some policies may have shown 

positive results in some regions while being ineffective in others. Some scholars claim 

that hukou reforms in China are just a transfer of power from the central government to 

the state level. (Chan, 2010) Even with unified central government policies on hukou 

reforms, provincial officials have their own agendas. Provinces with abundant migrant 

workers that face pressure from local urban residents wishing to protect their own 

interests, may take slower steps forward. Local residents of these states believe that 

migrant workers are not only competitors for jobs and state-sponsored benefits, but also 

responsible for higher crime rates and overloaded infrastructure in cities (Messner et al., 

2008; Jiao, 2002). Therefore, local governments have repeatedly tightened employment 
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restrictions on migrant workers when local employment conditions were tough, and 

ignored violations of labor laws by local employers (Zhao, 2000). Employers, in turn, are 

unlikely to provide the requisite welfare insurance and working conditions for migrants 

as long as they are able to avoid serious scrutiny from the local government. All of these 

factors, have resulted in migrants being paid less than minimum wages, receiving no 

social security contributions from their employers, and working extremely long hours.  

On the other hand, provinces that want to attract more labor in order to boost 

Foreign Direct Investment (FDI) or encourage big development projects may push these 

reforms forward by eliminating barriers to migrant workers working in urban areas. 

Furthermore, even with a more friendly provincial government, different provinces may 

use different policy instruments across the country, such as promoting the transfer of 

migrant workers from rural to urban hukou status, increasing and better enforcement of 

the minimum wage, and providing a better health care package for migrant workers. 

However, it is unclear how effective these reforms have been in closing the income gap 

between the local and migrant workers in urban areas.  

This study begins by determining the presence and magnitude of the income 

disparity between migrant and local workers in China’s urban areas. Then it tries to 

determine how much of the gap can be explained by the hukou system, as a 

discriminatory factor against migrant workers compared to other factors, such as 

individual characteristics. Furthermore, it examines the effectiveness of policy reforms by 

grouping provinces into reform activists and reform conservatives, and compares the 

result of reducing the income gap between migrants and locals between the groups. 
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II. Literature Review 

Many existing studies focus on regional inequality between rural and urban areas 

or between coastal and inland areas (c.f. Gustafsson & Li, 2002; Kanbur & Zhang, 1999; 

Lu, 2002; Renard, 2002; Sicular, Yue, Gustafsson, & Shi, 2007; Tsui, 1991, 2007; Yu, 

Luo, & Zhang, 2007). Other studies examine the impact of governmental policies on 

inequality and found a significant relationship between these policies and inequality (Fan, 

Zhang, & Zhang, 2002; Heerink, Kuiper, & Shi, 2006). Cai (2002) observes that hukou 

artificially depresses wages of rural migrants and increases wages of local labor. 

Similarly, Yu (2002) points out that hukou undermines the market principle that links 

rewards and performance. He contends that restrictions over migrants’ access to jobs 

weaken a city’s ability to self-regulate and slow the pace of urban development. Other 

studies have shown that the dualistic hukou system (urban vs. rural) has exacerbated the 

social and economic segregation of migrants in the urban labor market (c.f. Alexander & 

Chan, 2004; Cai, 2002; Cao, 1995; Chan, 1999; Cheng and Selden, 1994; Fan, 2002; Gu, 

1992; Li, 1995; Solinger, 1999; Yu, 2002; Zhou, 1992).  

Lee and Meng (2010) found that on average, migrant starting salaries are much 

lower than those of urban workers, while they work some 58 hours per week on average, 

compared with 43 hours per week for their urban counterparts. They also found that 

urban workers tend to receive higher in-kind payment in the form of employer insurance 

coverage, which further widens the gap between migrant and urban workers. To 

illustrate, they point out that hourly pay of a migrant worker is 45% that of an urban 

worker, but, when in-kind payment is included, the total hourly compensation of a 

migrant worker drops to 37% compared to his or her urban counterpart. Arreola (2009) 
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found that the overall average wage of migrants in the nine Southeast states is only 75% 

of the average wage earned by local residents, that migrants are more likely to have no 

health insurance or limited coverage, and that migrants are more likely to live under the 

poverty line defined as $2/day or less. However, she found that the hukou system has no 

significant impact on explaining the income disparity controlling for other individual 

characteristics. Although she used the CNHS as I intend to use, her study only included 

data in 2006, and so did not examine possible changes over time due to changing 

macroeconomic factors or government reforms. 

Decomposition analysis (Lee & Meng, 2010) shows that demographic variables 

explain over 50 percent of the basic hourly remuneration difference between migrant and 

urban workers, mainly due to the much lower levels of experience and education among 

migrants. The difference in experience may be caused by restrictions on migrants staying 

in the cities.  Studies also found differentials in labor income in different areas, which 

suggests that there is a regional effect on the income disparity between urban and rural 

migrants in the cities (Kong, 2010). In cities such as Bengbu and Wuxi, migrant workers 

receive roughly the same level of total compensation as an urban worker with the same 

characteristics. Yet in Shenzhen, Guangzhou, Shanghai, and Dongguan, migrants are paid 

less than half the total compensation of their urban counterparts. These patterns suggest 

large policy difference between cities, with some cities actively competing for migrants 

and others trying to keep them out. The patterns also suggest that there could be 

significant heterogeneity across provinces in the effectiveness of the ongoing reforms to 

the hukou system. 

 Despite all the drawbacks of the hukou system, however, some critics recognize 
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the benefit of the central planning of the hukou system to the local government. Keeping 

the hukou system protects the provincial governments from bankruptcy, as they are 

financially incapable of extending urban benefits to all rural migrants (Wang, 2003). 

Scholars also contend that some degree of migration control is necessary to prevent large 

cities from growing too rapidly (Cai, 2002; Wan, 2001; Wang, 2003). 

As stated earlier, most of existing literature examines the urban-rural income gap 

instead of income gap between local and migrant workers living in the cities. This study 

builds on the existing literature by looking directly at migrant worker data, and 

considering the effects over a longer time span of two decades. It also adds to the existing 

literature by looking at the effectiveness of different policy instruments implemented by 

nine provinces for hukou reforms, such as relaxing migration restrictions and increasing 

wage benefits protection to migrant workers in urban areas. 

 

III. Conceptual Model and Hypotheses 

This analysis tries to understand the income gap between local and migrant 

workers in urban areas. When migrant workers go to a city to find a job, they may have 

more limited resources than locals to get a good job. Even when applying for the same 

jobs and possessing similar qualifications, employers may discriminate against them 

based on their rural hukou status. 

Figure 1 in the appendix depicts my conceptual model for this study. At the 

micro-level, demographic or individual characteristics play an important role in earning a 

paycheck that is commensurate with the individual’s qualifications. Studies show that 

migrant workers tend to have lower educational level and less professional trainings than 
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the local workers, though migrant workers are more educationally competitive compared 

to other rural hukou holders who stay in villages (Li, 2008). Gender is another factor to 

be considered in measuring the income gap. The widely held notions that men are more 

mobile than women, and that men move primarily for economic reasons and women for 

social reasons explain scholars’ greater attention on male migrant workers than on female 

ones (c.f. Gu & Jian, 1994; Liu, 1990; Wang & Hu, 1996; Xu & Ye, 1992). In rural 

China, most young women do not pursue education beyond junior secondary and many 

withdraw from school after completing the primary level, and this cultural norm greatly 

weakens the bargaining power for female migrant workers during job hunting.  

Age and physical attributes are also among the most important criteria used by 

urban employers to recruit workers. Younger workers are attractive to urban employers 

because youth correlates with physical ability, low seniority, and low wages. Younger 

workers are also less likely to have a family, which better fits the demand for long hours. 

A Shenzhen electronic factory refuses to renew contracts with workers older than 20 

because the management believes that by that age the worker’s eyesight has already 

deteriorated (Tam, 2000). In addition, unobservable factors, such as personal networks in 

the job market, may help people gain access to better jobs or promotion opportunities. 

Employers may also use experienced migrants to recruit workers from the migrants’ 

home villages, who are young, hard-working, and cheap. The newly added migrant 

workers, not surprisingly, will enter the similarly lower-paid positions. Personal 

preference, which is difficult to measure, may also be a factor. People may self-select 

into short-term, lower-paying jobs as a stepping stone to a better position in the future, or 

single parents may choose a more flexible working schedule in order to take care of their 
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children. 

At the macro level, government policies heavily influence the job market and 

wage levels for these two groups.  One of the main determinants is hukou status, since it 

is easy to identify rural migrants and local workers by hukou certificate, employers can 

easily discriminate against rural migrants by offering lower wages. In 1997, the State 

Council (central government) approved a pilot scheme to grant urban hukou to rural 

migrants who have a stable job and have resided in selected cities and towns for more 

than two years (Chan and Zhang, 1999). However, provincial governments have different 

reactions towards the central government directives. Between August 2001 and June 

2003, Shijiazhuang in Heibei approved 450,000 migrants to transfer from rural hukou to 

urban hukou (Wang, 2003). Yet in most large cities, hukou reform is minimal. Many 

enterprises in Beijing restrict hiring to individuals who have Beijing hukou (Fazhi 

Wanbao, 2006), but Beijing city hukou transfer requires a university diploma and is 

available only to those who wish to work in the public sector. In 2002 and 2004, 

respectively, Guangzhou and Zhengzhou reversed their hukou reforms on the grounds 

that migrants overloaded the urban infrastructure (Chian Daily, 2004). Therefore, the 

view that hukou-based barriers continue to exists remains strong among scholars (e.f. 

Chan & Buckingham, 2007; Wang, 2005).   

Other factors such as minimum wage laws
1
, which do not cover migrant workers 

with rural hukou, also contributes to the income gap between the two groups in urban 

areas. Employers tend to underpay migrant workers because of this institutional void.   

Drawing upon this conceptual model and previous studies, I hypothesize that 

urban hukou holders are more likely to earn a higher wage than rural migrant workers in 

                                                 
1 Each province sets its own minimum wage standard. 
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the same area. However, I expect the effect to be relatively small, since a significant 

portion of the income gap will likely be explained by group differences in demographic 

characteristics, such as gender and education level, and regional factors. Since employers, 

despite any discrimination attributes, tend to hire based on this information. While I 

hypothesize that a gap exists between the two groups, I also expect a widening gap in 

earlier years when there is minimal hukou reforms. As economic development leads to 

increases in income level, it drives migrants moving into cities seeking for better jobs. 

Yet provincial government, facing pressure from urban residents, has little incentives to 

implement reforms benefiting migrant workers. Nevertheless, the gap should gradually 

diminish as the central government begins to pay more attention to hukou system 

reforms, and local governments start to address the increasing labor shortages in their 

respective regions.  

Based on the Chinese history of hukou reforms, I have grouped the nine provinces 

in the study into two groups: reform activists and reform conservatives. Liaoning, Hunan, 

Henan, and Jiangsu are categorized as reform activists because of their progressive hukou 

reform policies and actions. Take Liaoning province as an example, it started hukou 

reforms in the 1980’s, with Dalian city as an experimental region to test its temporary 

residence permits known as the “blue stamp”. Migrant workers could transfer to an urban 

hukou or enjoy welfare benefits as urban hukou holders by purchasing, inheriting, and 

self-constructing real estate properties. The policy also stated that it was illegal for 

employers to fire or discriminate against rural hukou holders in Dalian city. The Dalian 

policy has been implemented in other cities in Liaoning province since 2003 (China 

South-North News, 2007). Among the group of more conservative provinces are 
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Heilongjiang, Shandong, Guangxi, Hubei, and Guizhou. Heilongjiang province has made 

its promise to implement a policy granting temporary residency to migrants since year 

2001. However, policy observers and reform activists continue to criticize the provincial 

government’s lack of enforcement of the policy (China City News, Heilongjiang Daily 

2008). Table 1. in appendix shows some of the policy instruments implemented in the 

past two decades by each province to facilitate hukou reforms. 

With this reform history in mind, I hypothesize the effects of hukou reform on the 

income gap between urban and migrant workers in urban area to be more prominent 

among the reform activist provinces than the conservatives provinces. Although the 

central government might mandate the same hukou reforms in all provinces, local 

governments’ lack of enforcement or changing of the local policy agenda may affect 

reform results significantly across the country. 

  

IV. Data  

CHNS 

I use data from the China Health and Nutrition Survey (CHNS). CHNS data were 

collected through an independent survey conducted by an international team of 

researchers and sponsored by the Carolina Population Center at the University of North 

Carolina at Chapel Hill and the National Institute of Nutrition and Food Safety at the 

Chinese Center for Disease Control and Prevention
2
. Data are available for eight years, 

1989, 1991, 1993, 1997, 2000, 2004, 2006, and 2009. The survey was designed to 

examine the effects of health, nutrition, and family planning policies, and has a 

                                                 
2
 Under the Ministry of Health of the People’s Republic of China. 
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multistage, random cluster sample of about 4400 households with a total of 26,000 

individuals in nine provinces that vary substantially in geography, economic 

development, public resources, and health indicators. This panel data covers nine 

provinces in the Southeast region of China, which is shown on Figure 1 in appendix. 

Counties in the nine provinces were stratified by income (low, middle, and high), and a 

weighted sampling scheme was used to randomly select four counties in each province. 

In addition, the provincial capital and a lower income city were selected when feasible
3
. 

Villages and townships within the counties and urban and suburban neighborhoods 

within the cities were selected randomly.
4
   

The CHNS survey data use identical survey questionnaires for all households 

across the years.  This guarantees that the incomes between urban and migrant workers 

are comparable. The individual Income variables were inflated to year 2009 using the 

Inflation Index constructed by the survey team. The survey data also included detailed 

information on incomes and hours worked in different occupations as well as on a wide 

range of relevant individual, household and community characteristics. In addition to the 

income level and the registry status, each individual has a set of background variables 

such as gender, education, region of residence that can be used as covariates in the 

analysis to allow for greater precision in the estimates. 

When the survey was planned and implemented, the State Statistical Office of 

China would not share their sample frame with the CHNS team. Although the sample 

was claimed having been weighted by the sampling statisticians in the survey team, 

                                                 
3 Two of the provinces surveyed larger cities instead of the capital city for unspecified reasons. According to 
Article 4 of the City Planning Law of the People’s Republic of China (1989), “large city” is defined as one, which 
has a non-agricultural population of 500,000 or more in its urban and inner suburban districts. 
4
Detailed information about the CHNS is available at the website www.cpc.unc.edu/china/home.html.  

http://www.cpc.unc.edu/
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procedures were not disclosed to the general public. Consequently, although the original 

sample using extant census data for a multi-level random sample in 1989 may be 

representative of the population in the nine provinces in my study, the sample that I 

examine may no longer be representative in later years, which leads to threat of external 

validity. 

 

Descriptive Statistics 

Since this study focuses on the income gap between the urban residents and 

migrant workers working in the urban areas, 94,169 observations residing in rural 

locations were dropped. Furthermore, 22,122 observations were dropped either because 

they are not in the 16 to 75 age range, or they do not earn a positive income during the 

survey. Another 6.86 percent was dropped due to missing individual income information, 

since it is the dependent variable, imputation was not conducted. Nevertheless, there are 

no significant differences between those who have income information and those who 

have missing. Gender variable has almost 20 percent of the missing value in overall 

sample, and it came down to 0.4 percent missing after dropping out observations in rural 

area, not in the 16 to 75 age range, do not earn a positive income, or missing income 

information; 0.19 percent were recovered by tracing back to records from previous years, 

while the rest was dropped. I end up with a sample of 19,225 observations from 2,437 

households. Average income for the full sample is 9,780 yuan a year, with average 

income level for urban residents and migrant workers in urban areas being 10,800 and 

7,450 yuan respectively. Jiangsu Province has an average income of 12,910 yuan, which 

is the highest among all provinces in the sample. Guangxi Province has the lowest figure 
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with 6,910 yuan per year. Therefore Guangxi province is used as the baseline category in 

my analysis.  

In terms of the key independent variables, 70 percent of the individuals are urban 

residents, and 30 percent are migrant workers living in urban areas. Table 2 and 3 in the 

appendix provides additional descriptive statistics by year and province, and Figure 3 and 

4 depicts the annual income by hukou status graphically for each year and province. The 

overall sample has an average education of nine years, with urban residents having an 

average of 10 years of education, and rural migrants in the city having only 6 years. In 

terms of education attainment, almost 45 percent of the urban workers in the sample 

graduated with a high school diploma, while only 12.7 percent of the migrant workers in 

urban areas have the same qualification. Figure 5 in the appendix depicts statistics on 

education attainment for urban and migrants in more detail. 

V. Empirical Strategy 

To address my first hypothesis, I estimate two models using annual income and 

the log form of the annual income as my dependent variable.  

Model 1.a. Yi = β0+ β1*urban + εi. 

Where Yi is the annual income of each individual, and the independent variablee 

urban is a binary variable measuring one’s hukou status. Urban is equal to 1 if the 

individual is registered as an urban hukou, and is equal to 0 if they are registered as a 

rural hukou. Since I only include those who work in urban or suburban areas, those 

individual with a urban value of 0 are essentially migrant workers. I also estimate this 

model separately for each year in the sample to see if and how the income gap between 

urban and migrant workers change over time. An analogous model will be run with log of 
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annual income as the dependent variable (Model 1.b).  

After confirming my first hypothesis, I estimate how much of the wage gap is 

attributable to the urban hukou status holding other factors constant. Model 1.c. shown 

below adds in factors including demographic variables, such as age, education, gender, 

etc.  

Model 1.c. Ln(Yi) = β0+ β1*urban + β2* demographics + εi;  

The dependent variable in this model is the log of annual income, and urban again 

is the independent variable of interest; it equals 1 when an individual holds urban hukou 

status, and it equals 0 when an individual is migrant. Demographic variables include the 

following: age, age squared, male dummy, years of education, and dummies for 

province. Considering the convenience of interpretation, I use Guangxi as the baseline 

province since the province has the lowest overall income level among all provinces. 

Guangxi province has a mean individual income of 6,910 yuan over the years for all 

individuals in this sample. Most control variables are recorded during the survey, while 

there is a potential threat of omitted variable bias, such as experience and personal 

network
5
, which will be addressed in later sections. 

The last model I estimate includes a time effect, which captures the change in 

individual annual income before and after reforms. The nine provinces in the analysis are 

grouped into two categories as described earlier (conservative vs. activist). The strategy 

for estimating reform effect is difference-in-difference (DID). 

 

                                                 
5
 Guanxi, as personal ties or network known in the Chinese culture, as one of the ways to get a job by 

simply knowing someone from a company. 
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Where T1 indexes provinces before and after reforms, respectively, ln(YM )  and 

ln(YU) indicate the log of annual income for migrants and urban workers respectively. 

The DID approach can be implemented with linear regressions shown as Model 1.d.  

Model 1.d. Yi = β0+ β1*urban + β2* demographics + β3 * T1 + θ*T1*urban + εi;  

Built on the previous models, this regression simply adds an interaction term of 

the time and the urban dummy. T1 is a dummy that equals 1 if time is before reform, and 

it equals 0 if after. Details on major reform time and policy instruments can be referred to 

Table 1 in the appendix. Considering the effect of time lag, the year that coincides the 

reform year is coded as before reform. For example, Henan and Hunan province both had 

reforms in year 2004. Therefore year 2004 is considered as before reforms to account for 

the time lag. The interaction term shows whether the urban residents gain more or less 

after the reform than migrant workers living in the same urban area. I expect coefficient θ 

on the interaction to be negative, which means that urban residents gain less in income 

than migrants. In other words, migrant workers will gain more in annual income after 

hukou system reforms. 

For the two groups of provinces, I run two separate regressions with the same 

setting as Model 1.d. Liaoning, Jiangsu, Henan, and Hunan are in regression one as 

reform activists, while Heilongjiang, Shandong, Hubei, Guangxi Guizhou are in 

regression two as reform conservatives. Liaoning is considered the baseline category in 

the activist group; Guangxi continues to be the baseline category in the general regression 

and conservative group. As mentioned above, I expect the conservative group to have a 

smaller effect on reducing the income gap between urban and migrant workers than the 

activist group. Therefore, the coefficient on interaction term for the conservatives should 
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be smaller in magnitude compared to the coefficient for the activists, since all being 

equal, we should expect a higher increase in annual income for migrants than their urban 

counterparts in reform activist provinces. 

 

VI. Results 

 Results of Model 1a, which includes only the key independent variable of interest 

hukou, with no control variables, are shown in appendix Table 4. For all years, 

coefficients on urban are highly statistically significant and positive, which indicates that 

urban hukou status is associated with higher levels of individual income. On average, 

urban workers earn 3,458 yuan more annually than their migrant counterparts across all 

years. A widening income gap between migrant workers and their urban counterparts is 

observed in the sample over the past two decades; however, such increase may be 

explained by overall rising levels of income over time. Looking at Table 5, with the log 

of individual income as the dependent variable, urban is again highly statistically 

significant through all years, while the biggest gap is in year 2004. On average, urban 

workers earn 1.5 times
6
 more annually than migrant workers working in the same urban 

area. The findings in Table 4 and 5 confirm that income inequality between migrant and 

urban workers increased substantially, both in absolute and relative terms between the 

1990s and 2000s. 

 Model 1c, shown in Table 6 in the appendix, has all the demographic controls 

added to the regression. Similar results are observed for the urban variable as the last two 

models. Urban coefficients are highly significant and positive across all years, with the 

                                                 
6 Use exact effect when interpreting the coefficient of semi-log model:  %change in y = exp(β)-1, 
Introductory Econometrics: A Modern Approach, Wooldridge. (2005) 
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highest point in year 2004, and a decreasing trend follows. In 2004, urban residents earn 

an average of 73% more annually than migrant workers in the same urban area holding 

all constant. In 2009, the effect drops to only 34%.  

One concern among the control variables is the absence of experience, which may 

be more likely to be correlated with hukou status. Although an experience variable can be 

constructed using potential years of experience
7
, education and age variables are included 

in my study in lieu of a constructed experience variable. Coefficients on age and age
2
 

variable are mostly statistically significant except for the last three years, while 

coefficients on the education variable are all highly significant across the years. Male 

variable, as another important control, has highly significant coefficients positive signs 

across all years as expected. Holding all constant, Males earn 13.9% more than female, 

on average. This result confirms that the Chinese labor market continues to be male 

dominant in terms of higher pay with an increasing gap between male and female 

workers through the years in my sample. Coefficients on marital status are mostly 

insignificant across time, while the effect appears to be positive where it is significant. 

Holding all constant, married workers earns an average of 16.9% higher income than 

people who are not married (single/divorced/widowed) in year 2000. This result 

contradicts my theory of companies favoring those who are young and single, especially 

with all significant coefficients on age being positive. Since there is no experience 

variable included in my model, the unexpected result on age may be due to omitted 

variable bias. 

                                                 
7 PWE, which is defined as age, less age at completion of full time education (years of schooling plus 
5, assuming that schooling begins at the age of 6), Introduction to Econometrics, Christopher 
Dougherty, Oxford University Press, 2007. 
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Results for the first three models show consistency on urban variable in terms of 

significance and sign. Although coefficient on urban gets smaller with all the controls in 

the Model 1c, which implies that a lot of the income gap can be explained by 

demographic difference among urban and migrant workers, urban coefficient continues 

to be positive and statistically significant. This suggests there is still a significantly 

different income gap between urban and migrant workers in urban area. Surprisingly, the 

income gap increased substantially in the 200s relative to the 1990s even controlling for 

all factors in the sample. 

 Model 1d includes the time variable in the full control variable model, where 

coefficients on urban stay highly statistically significant and positive. Unsurprisingly, T1 

coefficients are highly significant and positive, showing migrants earn an average 89.7% 

more in their annual income than before reforms. However, coefficients on the interaction 

term are highly statistically significant and positive, which contradicts my hypothesis. 

Such results indicate that urban residents gain more from reforms than migrant workers 

in urban area.  

The two group regressions show similar results to the regression on the full 

sample, with coefficients on the urban, T1 and interaction term all highly significant and 

positive, which means both urban and migrant workers experience increase in annual 

income after hukou reform. Nevertheless, neither the more rapid increases in annual 

income among urban residents than migrants, nor the greater increase in reform activists 

than conservatives were expected. Coefficient on the interaction term for reform activists 

is 0.4052, which shows almost 50 percent
8
 increase in urban workers’ annual income 

relative to migrants after reform. Coefficient on the interaction term for reform 

                                                 
8 Semi-log model exact effect = exp(β)-1 
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conservatives is 0.1863, implying about 20 percent increase in urban workers’ annual 

income relative to migrants after reform.
9
 The first contradiction of increasing income 

gap may also be due to the following factors: 1) local provincial governments neglect on 

implementation of the hukou system reforms; 2) effect of economic development 

outweighs the marginal effect on hukou system reforms. Especially after China joined the 

WTO in 2001, increasing foreign investment coming into the country may have 

surpassed the effect of sluggish hukou system reforms. Foreign companies may also be 

more inclined to urban citizens who have language skills or better quality education than 

migrant workers. Therefore, part of the differences between my hypothesis and the results 

may be slightly attributable to missing controls due to data availability.  

The second contradiction is that urban workers’ annual income increase more 

than migrants’ after reforms. Despite higher economic development in activist provinces 

compared to conservatives, which refers to the second argument offered above, I would 

also argue that the effectiveness of the policy instruments implemented by these 

provincial governments remain ambiguous. It is possible that the policy instruments have 

been counterproductive on closing the income gap. For example, temporary residency 

granted to migrant workers similar welfare benefits to their urban counterparts, such as 

housing subsidies and health care covered by the employers. This imposes additional 

costs on hiring migrant workers compared to urban workers, because the latter may not 

need housing subsidies as they live in the cities. 

                                                 
9
 A ttest was conducted to compare the two groups, and result suggests they are statistically significantly 

different.      
       

    

  
  

 

  
   

  
 

  
 

 ≈ 3.012. 
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VII. Discussion 

 This paper explores China’s urban-migrant worker income gap in urban areas and 

its relationship to the hukou status and hukou system reforms. Several key findings 

emerge. First, China’s urban-migrant income gap in urban areas continues to exist in the 

nine provinces in this study. With respect to trends over time, I find the relative gap 

widened across the last two decades. Such results echo other research in widening 

relative income gap (c.f. Chan, 2010; Sicular, Yue, Gustafsson, & Shi, 2007; Lee & 

Meng, 2010), however, the income gap observed in this study is comparatively bigger in 

magnitude than previous studies. Figure 3 in the appendix depicts graphically the trends 

of the income gap in my sample. 

 Second, the contribution of the discrimination factor hukou status to the income 

gap between urban and migrant workers has been highly significant in all models in my 

study. Nevertheless, coefficient on urban gets smaller when controlling for other 

factors, suggesting there is lot of the income gap can be explained by demographic 

difference among urban and migrant workers, which matches Lee and Meng’s 

research in 2010. Moreover, hukou status being significant could also be due to other 

group differences that are unobservable or for which I have no data to include as controls 

in this study. 

 Third, regional differences in China’s rural-migrant income gap in urban areas are 

similar among the nine provinces I examine. Unlike conventional studies that divide the 

country by region (Sicular, Yue, Gustafsson, & Shi, 2007), I have grouped the provinces 

using hukou reform enforcement initiatives. My study finds a larger gap increase among 

reform activist provinces than among conservatives. This may be attributable to higher 
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economic development in these regions, in which effects may have surpassed the effort 

on hukou system reforms. Nevertheless, the finding sheds some light on the effectiveness 

of these reforms. Not only limited resources and attention may have devoted to reducing 

the income gap through eliminating discrimination factors such as the hukou status, the 

reform instruments and policy implemented may have been ineffective or even 

counterproductive in reducing the income gap. While economic development has 

contributed to the increase in overall income levels, urban residents have gained 

substantially more than migrant workers (Figure 3 in the appendix), resulting in an 

unbalanced economic growth. Although further information on economic development is 

needed to fully explore and isolate the impact on the urban-migrant income gap in urban 

areas, policymakers should take more initiatives not only to implement policy reforms, 

but also in to test their effectiveness on improving migrant workers’ conditions in urban 

areas.  

 

VIII. Caveats and Further Considerations 

As is the case with all studies, this study has its share of possible limitations. This 

section addresses a few such worries, and proposes solutions to deal with them. It also 

briefly mentions some directions for future research, which are not explicitly considered 

in this study.  

One major concern is that the existing panel data comes from only nine provinces. 

Though the data represent a good proportion of the migrant labor force, it can be 

improved in terms of representativeness and sample size by adding areas such as Guang 

Dong province, Shanghai and Beijing, which are the regions mostly favored ley the 
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hukou system reforms due to their high concentration of manufacturing industries. 

Furthermore, unweighted sample and lack of documentation on how new households 

were selected to replace those who have dropped out, causing possible attributes in the 

selection scheme may all lead to bias in representativeness of the overall population. 

Another concern is unobservable factors that may contribute to discrimination, 

such as personal preference in choosing an industry, individual skills and potentials, and 

personal networks. Unfortunately there are no appropriate proxies available for these 

factors that can be used in the dataset, and therefore may create biased coefficients in 

terms of estimating the effect of hukou system discrimination on the urban-migrant 

worker income gap. For example, personal connections and network is essential in 

Chinese culture. Know as “guanxi”, it can help people get things done, such as finding a 

job (Gold, Guthrie, and Wank, 2002). However, I assume such effects are different for 

rural versus urban resident. Since rural workers tend to have fewer contacts and networks 

in the city, omitting the guanxi variable due to data limitation may result in an 

overestimation of the discrimination effect in my study. Furthermore, including the type 

of company variable (foreign vs. local, private vs. state-owned) in analysis may help 

controlling for sector specific effect. Although I have included industry variable in my 

study, it does not capture all the group differences. For example, state-owned companies 

often require employees to have urban hukou status and personal contacts in the 

companies. 

VIII. Conclusion 

Continued relaxation of eligibility for employment is ongoing, and labor market 

in China has become increasingly free in most cases. However, progress in other aspects 
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of equalizing treatment and benefits has been less evident or consistent to date. The 

ability for migrant workers who are living and working in urban areas to obtain rights and 

benefits associated with urban hukou is a priority for more reforms. Further hukou 

reforms could contribute to alleviating some of the key challenges China is facing today. 

Furthermore, the ability for migrant workers to “set up roots” in urban areas can stimulate 

urbanization. Transferring to urban hukou status and associated benefits effectively 

lowers the economic entry barrier for migrants moving to the urban areas. This can 

stimulate more labor inflow into urban areas, and therefore help boosting the economic 

development in the region. 

 

 



 

 

 

25 

Appendix 
 

 

FIGURE 1: CONCEPTUAL MODEL  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

26 

FIGURE 2: MAP OF CHINA 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Note: The darker shaded regions in this map are the provinces in which the survey has been conducted. 

Source: http://www.cpc.unc.edu/projects/china/proj_desc/chinamap 
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FIGURE 3: INDIVIDUAL ANNUAL INCOME BY YEAR (IN THOUSANDS OF YUAN)  

 

 
 

 

 

FIGURE 4: INDIVIDUAL ANNUAL INCOME BY PROVINCE  

(IN THOUSANDS OF YUAN) 
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FIGURE 5: GRAPH BY EDUCATION ATTAINMENT 
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Table 1. SELECTED SAMPLE HUKOU SYSTEM REFORM INSTRUMENTS BY PROVINCE 

Province Year of major reform  Policy Instrument 

Reform activists:   

Liaoning 2003 “Blue Stamp”, urban hukou granted by ownership of 

property
10

, immediate relatives of an urban resident and 

skilled labor
11

. 

Jiangsu 2003 Temporary residency
12

, policy on universal hukou for 

all residents living in urban area, urban hukou granted 

by ownership of property and to immediate relatives of 

an urban resident, and students with university or higher 

degree and working experience in cities for two years or 

longer. Capital investment will be considered on a case-

by case basis.
13

 

Henan 2004 Temporary residency, urban hukou granted by 

ownership of property and to immediate relatives of an 

urban resident.  

Hunan 2004 Temporal residency, urban hukou granted by ownership 

of property and immediate relatives of an urban 

resident, and skilled labor. 

 

 

 

 

                                                 
10

 From year 1997 to 1998, 400 towns and small cities underwent the hukou reform. This reform allowed 

urban hukou to be granted to migrants with legally obtained property, stable income or who were living 

with immediate relatives in the urban areas. Northeast News, 2007 
11 This reform granted temporary residence to those skilled laborers with regular employment, 
priority was given to those with technical certificates or degrees or working at one of the three forms 
of direct foreign-invested enterprises (san zi qi ye), the official Chinese definition incorporates three 
forms of direct foreign-invested enterprises (sanzi qiye) — equity joint ventures (EJVs), contractual 
joint ventures (CJVs) and wholly foreign-owned ventures (WFVs) — as well as joint exploration of 
resources. < Government Policy and the CompetitiveAdvantages of Foreign-financed Firms in 
Guangdong Province of Southern China, Yeung, Mok, 2002). 
12 This policy is essentially the same as “blue stamp” in Liaoning province, which is a temporary 
residence permit granted to migrants working in urban area.  
13 Major hukou reform implemented by Jiangsu State Government, 2003 
http://news.xinhuanet.com/legal/2003-03/28/content_803619.htm 

http://news.xinhuanet.com/legal/2003-03/28/content_803619.htm
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Reform conservatives   

Guizhou 2000 Reforms only being implemented in smaller and median 

cities, while restrictions continue to exist for migrant 

workers in major cities in Guizhou province.
14

 

 

Heilongjiang 2001 Temporary residency, urban hukou granted by 

ownership of property, although policy directive has 

been release in 2001, implementation has been slow and 

limited.
 15

 

Shandong 2004 Temporary residency for Talents residence registration 

system of towns across limited regions and cities
16

 

Hubei 2005 Temporary residency, urban hukou granted by 

ownership of property and immediate relatives of an 

urban resident, reforms experimented in Huhan city.
17

  

Guangxi 2005 Temporary residency, urban hukou granted to 

immediate relative of an urban resident, health care 

reform, but limited implementation
18

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
14 Stalled Reform Programs Need to be Pushed. Guizhou City Journal, 2012 
http://gzdsb.gog.com.cn/system/2012/02/27/011355167.shtml 
15 Heilongjiang universal hukou reform warm up, Heilongjiang Daily (2008). 
16 Shandong State Government Directive on hukou reform, 2004 
http://www.qdedu.gov.cn/renshi/renshi/article/ShowArticle.asp?ArticleID=850 
17 Hubei Province hukou reform, CNHubei, 2003. 
http://www.cnhubei.com/200308/ca323008.htm 
18 Guangxi Autonomous State Government Recommendation on hukou reform, 2010. 
http://www.gxzf.gov.cn/bsfw/zhutfw/liudrk/xcbz/201106/t20110630_331459.htm 

http://gzdsb.gog.com.cn/system/2012/02/27/011355167.shtml
http://www.qdedu.gov.cn/renshi/renshi/article/ShowArticle.asp?ArticleID=850
http://www.cnhubei.com/200308/ca323008.htm
http://www.gxzf.gov.cn/bsfw/zhutfw/liudrk/xcbz/201106/t20110630_331459.htm
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TABLE 2: DESCRIPTIVE STATISTICS BY YEAR 

Variable  Total  Urban Migrant 

Total Observations 19,225 

 

70.3% 29.6% 

Year 1989 2146  69.0% 31.0% 

Average Individual Income 4.21  4.45 4.10 

Average age 39  40 37 

Male 52.2%  54.2% 48.0% 

Education (years) 7  8 4 

Year 1991 2257  67.6% 32.4% 

Average Individual Income 4.41  4.41 4.39 

Average age 40  41 38 

Male 51.7%  53.6% 47.6% 

Education (Years) 7  9 6 

Year 1993 2414 

 

67.3% 32.7% 

Average Individual income 5.48 

 

5.57 5.29 

Average age 41 

 

43 38 

Male 50.9%  52.7% 47.3% 

Education (Years) 8  9 6 

Year 1997 2687 

 

64.9% 35.1% 

Average Individual income 6.59 

 

6.84 6.11 

Average age 42 

 

44 39 

Male 51.6%  52.0% 51.0% 

Education (Years) 8  9 6 

Year 2000 2746 

 

69.8% 30.2% 

Average Individual income 

(Thousands of Yuan) 9.05 

 

10.18 6.43 

Average age 45 

 

46 41 

Male 51.7%  52.3% 50.1% 

Education (Years) 9  10 7 

Year 2004 2319 

 

76.5% 23.5% 

Average Individual income 12.1 

 

13.5 7.80 

Average age 49 

 

50 44 

Male 50.5%  50.6% 49.8% 

Education (Years) 9  10 7 

Year 2006 2261 

 

74.6% 25.4% 

Average Individual income 15.4 

 

16.9 10.78 

Average age 50 

 

51 45 

Male 51.1%  50.4% 53.3% 

Education (Years) 10  10 7 

Year 2009 2419 

 

73.6% 26.4% 

Average Individual income 21.0 

 

22.86 15.89 

Average age 51 

 

53 45 

Male 50.7%  50.6% 51.5% 

Education (Years) 10  10 7 

Note: Average Individual Income measured in thousands of Yuan. 
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TABLE 3: DESCRIPTIVE STATISTICS BY PROVINCE 

Variable  Total  Urban Migrant 

Total Observations 19225 

 

70.3% 29.7% 

Average Individual Income 9.78  10.80 7.35 

Average age 45  46 41 

Male 51.3%  52.0% 49.8% 

Education (Years) 9  10 6 

Married 83.4%  83.2% 83.9% 

Liaoning 2040  92.8% 7.2% 

Average Individual Income 10.36  10.44 9.32 

Average age 46  47 36 

Male 51.0%  51.4% 45.2% 

Education (years) 11  11 9 

Married 87.0%  86.7% 90.3% 

Heilongjiang 1517  54.6% 45.4% 

Average Individual Income 12.46  15.34 8.97 

Average age 43  45 42 

Male 50.7%  50.5% 50.8% 

Education (Years) 10  13 7 

Married 88.9%  88.3% 89.6% 

Jiangsu 2578 

 

77.8% 22.2% 

Average Individual income 12.91 

 

13.90 9.44 

Average age 46 

 

48 41 

Male 50.1%  50.0% 50.3% 

Education (Years) 8  9 5 

Married 83.5%  83.5% 83.6% 

Shandong 1805 

 

99.0% 1.0% 

Average Individual income 10.25 

 

10.26 8.76 

Average age 48 

 

48 44 

Male 53.0%  53.0% 50.0% 

Education (Years) 8  8 8.3 

Married 80.0%  80.0% 88.9% 

Henan 2184 

 

58.0% 42.0% 

Average Individual income 8.67 

 

10.57 6.06 

Average age 42 

 

44 40 

Male 53.5%  53.9% 49.6% 

Education (Years) 9  10 7 

Married 84.2%  84.0% 84.4% 

Hubei 2394 

 

68.2% 31.8% 

Average Individual income 8.15 

 

8.74 6.88 

Average age 44 

 

44 43 

Male 51.6%  50.5% 49.8% 

Education (Years) 8  9 5 

Married 84.9%  83.2% 88.7% 
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Hunan 2021 

 

87.0% 13.0% 

Average Individual income 11.30 

 

12.10 11.18 

Average age 45 

 

45 41 

Male 53.6%  53.6% 53.4% 

Education (Years) 10  10 9 

Married 85.0%  84.4% 89.2% 

Guangxi 2275 

 

54.0% 46.0% 

Average Individual income 6.91 

 

7.42 6.30 

Average age 45 

 

49 39 

Male 47.5%  48.3% 46.7% 

Education (Years) 7  8 7 

Married 76.7%  75.7% 77.8% 

Guizhou 2411  46.1% 53.9% 

Average Individual income 7.96  9.79 6.37 

Average age 43  45 41 

Male 51.6%  53.1% 50.4% 

Education (Years) 7  10 5 

Married 81.9%  84.1% 80.9% 

Note: Average Individual Income measured in thousands of Yuan. 
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TABLE 4: MODEL 1a - INDIVIDUAL INCOME, NO CONTROL 

Variables Total Year 

1989 

Year 

1991 

Year 

1993 

Year 

1997 

Year 

2000 

Year 

2004 

Year 

2006 

Year 

2009 

Urban 3.458*** 0.346** 0.222** 0.280*** 0.726*** 3.741*** 5.666*** 6.152*** 6.965*** 

 (0.209) (0.209) (0.133) (0.121) (0.279) (0.388) (0.596) (0.861) (1.028) 

R-Square 0.014 0.0009 0.0001 0.0005 0.0025 0.0327 0.0376 0.0221 0.0188 

Observations 19,225 2,146 2,257 2,414 2,687 2,746 2,319 2,261 2,395 

Note: Robust standard errors in parentheses. Statistical significance is noted with asterisks (***=significant at 1% level. 

**=5% level. *= significant at 10% level. Urban is a binary variable equal to 1 if one has a urban hukou status. No 

controls were used in this analysis.  

          
 

 

 

 

 

 

TABLE 5: MODEL 1b – LOG OF INDIVIDUAL INCOME, NO CONTROL 

Variables Total Year 

1989 

Year 

1991 

Year 

1993 

Year 

1997 

Year 

2000 

Year 

2004 

Year 

2006 

Year 2009 

Urban 0.565*** 0.128** 0.324** 0.283*** 0.350*** 0.719*** 0.924*** 0.698*** 0.616*** 

 (0.0167) (0.040) (0.037) (0.038) (0.040) (0.040) (0.048) (0.045) (0.041) 

R-Square 0.0563 0.0046 0.0332 0.0224 0.0281 0.1072 0.1394 0.0959 0.0885 

Observations 19,225 2,146 2,257 2,414 2,687 2,746 2,319 2,261 2,395 

Note: Robust standard errors in parentheses. Statistical significance is noted with asterisks (***=significant at 1% level. 

**=5% level. *= significant at 10% level. Urban is a binary variable equal to 1 if one has a urban hukou status. No 

controls were used in this analysis. 
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TABLE 6: MODEL 1c – LOG OF INDIVIDUAL INCOME BY REGION, WITH CONTROL 
Variables Total Year 1989 Year 1991 Year 1993 Year 1997 Year 2000 Year 2004 Year 2006 Year 2009 

Urban 0.149*** 0.048** 0.216** 0.183*** 0.185*** 0.434*** 0.548*** 0.348*** 0.293*** 

 (0.018) (0.026) (0.0408) (0.0432) (0.0446) (0.0456) (0.0518) (0.0450) (0.0484) 

Male  0.130*** 0.165*** 0.155*** 0.176*** 0.260*** 0.165*** 0.20*** 0.288*** 0.187*** 

 (0.014) (0.0368) (0.0328) (0.0346) (0.0362) (0.0348) (0.0375) (0.0365) (0.0345) 

Age  0.048*** 0.073*** 0.077*** 0.049*** 0.066*** 0.036*** 0.0048 -0.0069 0.0093 

 (0.00003) (0.0094) (0.0082) (0.0084) (0.0079) (0.0078) (0.0082) (0.0081) (0.0073) 

Age
2 

-0.0004 

*** 

-0.00086 

*** 

-0.00086 

*** 

-0.00057 

*** 

-0.0008 

*** 

-0.0004 

*** 

0.00001 0.00010 -0.00004 

 

 (0.00003) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) 

Education  0.078*** 0.012*** 0.020*** 0.016*** 0.030*** 0.051*** 0.063*** 0.073*** 0.059*** 

 (0.0018) (0.0044) (0.0044) (0.005) (0.005) (0.0046) (0.0049) (0.0046) (0.0044) 

Married  0.0158 0.0120 0.0199 0.155*** 0.0857 0.156*** 0.0689 0.0318 0.162*** 

 (0.0220) (0.0539) (0.0539) (0.055) (0.0551) (0.0529) (0.0562) (0.0573) (0.0517) 

Liaoning 0.138*** 0.086 0.0916 -0.132** NA 0.1082 0.701*** 0.252*** 0.189*** 

 (0.031) (0.0719) (0.065) (0.067) - (0.0794) (0.0809) (0.0827) (0.0734) 

Heilongjiang 0.455*** NA NA NA -0.013 0.0134 0.904*** 0.194** 0.205*** 

 (0.033) - - - (0.0720) (0.0722) (0.0812) (0.0832) (0.706) 

Jiangsu 0.641*** 0.421*** 0.601*** 0.496*** -0.5135 0.381*** 0.921*** 0.454*** 0.489*** 

 (0.00283) (0.0712) (0.0656) (0.067) (0.0720) (0.0696) (0.077) (0.0821) (0.0699) 

Shandong 0.330*** 0.182** 0.164** 0.199*** 0.513*** 0.153* 0.709*** 0.283*** 0.250*** 

 (0.032) (0.0801) (0.0735) (0.075) (0.0696) (0.0834) (0.0853) (0.0882) (0.0771) 

Henan 0.0607*** 0.165** 0.130** -0.30*** -0.151** -0.23*** 0.620*** 0.257*** 0.190** 

 (0.029) (0.0689) (0.0625) (0.065) (0.0670) (0.0766) (0.0852) (0.0857) (0.0745) 

Hubei 0.208*** 0.286 0.424*** 0.0637 0.0533 -0.165** 0.467*** 0.0544 0.248*** 

 (0.029) (0.0674) (0.0613) (0.064) (0.071) (0.0736) (0.0816) (0.0837) (0.7222) 

Hunan 0.366*** 0.419*** 0.537*** 0.345*** 0.253*** 0.216*** 0.722*** 0.333*** 0.293*** 

 (0.0304) (0.0670) (0.0653) (0.067) (0.0763) (0.079) (0.087) (0.0875) (0.772) 

Guizhou 0.127*** 0.0095 0.198*** 0.0320 -0.0676 -0.24*** 0.486*** 0.0569 0.262*** 

 (0.029) (0.0709) (0.0632) (0.064) (0.0689) (0.0712) (0.0808) (0.0837) (0.0706) 

R-Square 0.2085 0.0955 0.1696 0.144 0.1839 0.2341 0.2852 0.2598 0.1976 

Observations 19,225 2,146 2,257 2,414 2,687 2,746 2,319 2,261 2,395 

Note:  Robust standard errors in parentheses. Statistical significance is noted with asterisks (***=significant at 1% level. **=5% level. *= significant at 

10% level. Dependent variable is the logged form of annual individual income. Key independent variable of interest is Urban, which is a binary variable 

equal to 1 if one has an urban hukou status. Controls were added in this analysis, including male dummy, age, age
 
squared, years of education, married 

dummy, and provincial dummies. The baseline comparison group in the regression is single female migrant (with urban hukou status) from Guangxi 

Province. Liangning Province dropped out for year 1997, and Heilongjiang province did not join until year 2000.  
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TABLE 7: MODEL 1e – LOG OF INDIVIDUAL INCOME BY REFORM, WITH CONTROL 
Variables Total Reform 

Activist 
Reform 

Conservatives 
Urban  0.1428*** 0.1836*** 0.1137*** 

 (0.0254) (0.0375) (0.0353) 
T1 0.6403*** 0.6414*** 0.6260*** 

 (0.0351) (0.0710) (0.0410) 
Urban*T1 0.2946*** 0.4052*** 0.1863*** 

 (0.0385) (0.0742) (0.0477) 
Male 0.1448*** 0.1767*** 0.1165*** 

 (0.0147) (0.0209) (0.0204) 
Age 0.0756*** 0.0882*** 0.0682*** 

 (0.0040) (0.0062) (0.0053) 
Age2 -0.0008*** -0.0010*** -0.0007*** 

 (0.00004) (0.0001) (0.0001) 
Education 0.0339*** 0.0393*** 0.0300*** 

 (0.0024) (0.0034) (0.0033) 
Married -0.0166 -0.0266 -0.0106 

 (0.0233) (0.0327) (0.0322) 
Senior professional/ 

Technical worker 0.1268*** 0.1481** 0.1352*** 
 (0.0478) (0.0673) (0.0683) 

Junior professional/ 
Technical worker 0.0316 0.1127* -0.0433 

 (0.0465) (0.0655) (0.0664) 
Administrator/executive/manager 0.1034** 0.1736*** 0.0467 

 (0.0455) (0.0643) (0.0641) 
Office staff 0.0614 0.1501** -0.0248 

 (0.0450) (0.0632) (0.0640) 
Farmer, fisherman, hunter -0.5517*** -0.5058*** -0.6070*** 

 (0.0472) (0.0753) -0.0592 
Skilled worker -0.0552 -0.0286 (0.0596) 

 (0.0430) (0.0616) 0.0564 
Non-skilled worker -0.1596*** -0.0747 -0.2309*** 

 (0.0428) (0.0621) (0.0585) 
Army officer/police officer 0.1731 -0.0178 0.6321*** 

 (0.1552) (0.1664) (0.2705) 
Ordinary soldier, policeman -0.2463** -0.0455 -0.4917*** 

 (0.1143) (0.1476) (0.1766) 
Driver  0.3157*** 0.4103 0.2188*** 

 (0.0625) (0.0843) (0.0920) 
Service worker -0.0819* -0.0374 -0.1254*** 

 (0.0447) (0.0646) (0.0613) 
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Athlete/Actor/Musician 0.1429 0.0407 0.3091*** 
 (0.1819) (0.2111) (0.2773) 

Liaoning (Activist) -0.0797** Omitted - 
 (0.0313) - - 

Jiangsu (Activist) 0.4792*** 0.5647*** - 
 (0.0294) (0.0261) - 

Henan (Activist) 0.0052 0.0976*** - 
 (0.0329) (0.0297) - 

Hunan (Activist) 0.2031*** 0.4667*** - 
 (0.0336) (0.0284) - 

Heilongjiang (Conservatives) 0.2632*** - 0.2957*** 
 (0.0358) - (0.0371) 

Shandong (Conservatives) 0.2031*** - 0.2108*** 
 (0.0336) - (0.0339) 

Hubei (Conservatives) 0.1539*** - 0.1623*** 
 (0.0304) - (0.0308) 

Guangxi (Conservatives) Omitted - Omitted 
 - - - 

Guizhou (Conservatives) 0.0029 - 0.0139 
 (0.0308) - (0.0311) 

R-Square 0.3621 0.3994 0.3244 
Observations 19225 8737 10488 

Note : Robust standard errors in parentheses. Statistical significance is noted with asterisks (***=significant at 1% 

level. **=5% level. *= significant at 10% level.) Dependent variable is log of individual income. Key independent 

variables are urban and T1. Urban is a binary variable equal to 1 if one has an urban hukou status. T1 equal to 1 if 

years are after reform. Controls were added in this analysis, including male, age, and age
2
, which capture potential 

nonlinearity, education variable indicates the years of education, married equal to 1 if one is married, occupation 

dummies were added to capture industry effect, and provincial dummies were also added to capture the effect of 

location. 
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