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Abstract 

Rural migrants normally earn less than urban workers in China. A large part 
of this earnings gap is attributable to discrimination. The question is why? 
The standard literature on the economics of discrimination attributes 
discrimination to employers or customers’ personal taste. This study develops 
an alternative interpretation. It is argued that one of the main contributing 
factors to the earnings gap between urban workers and rural migrants is due to 
profit-sharing behaviour of the mainly state owned urban enterprises. When 
urban workers are insiders of firms who share in profits while rural migrants 
as outsiders do not, a noticeable earnings gap may be observed. The empirical 
findings of this paper support this interpretation. It is found that firms’ 
profitability is highly correlated with the earnings of urban workers but not at 
all with those of rural migrants. In addition, while over 80 per cent of the 
earnings gap for firms with positive profits is unexplained by the difference in 
the productivity related attributes between the two groups of workers, this 
ratio is just a little over 25 per cent for firms with negative profits. 
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PROFIT SHARING AND THE EARNINGS GAP BETWEEN 
URBAN AND RURAL-MIGRANT WORKERS IN CHINESE 

ENTERPRISES 

 

1. Introduction 

In most countries, migrants earn less than natives and this earnings gap is 

usually interpreted to be a result of either a lack of relevant skills or discrimination 

against migrants by employers. Many researchers have investigated the considerable 

earnings differentials between rural migrants and urban workers in urban Chinese 

labour markets (Knight, Song, and Jia; 1999; Zhao, 1999; Meng, 2000, Meng and 

Zhang, 2001). The overwhelming conclusion indicates that a large portion of this 

earnings gap is due to discrimination against rural migrants, where discrimination is 

defined as the portion of the earnings gap which cannot be explained by differences in 

individual productivity related characteristics between urban and rural workers. The 

question remains unanswered as to why rural migrants are discriminated against? 

The first complete economic analysis of discrimination is Becker’s (1957) 

interpretation of discrimination as a result of personal taste. If a group of workers are 

paid less than their equally productive counterparts because of gender, race, or 

resident status, discrimination may be identified. Such discrimination, according to 

Becker, is due to employers’ or consumers’ dislike (for simplicity it will be stated as 

employers’ dislike hereafter) of that group. Becker’s discrimination theory would 

hypothesise that rural migrants are paid less than urban workers because of urban 

employers’ dislike of rural migrants.  

Another important economics explanation of discrimination is statistical 

discrimination theory (see, for example, Arrow, 1973; Phelps, 1972; Lundberg and 

Startz, 1983). This theory suggests that if assessing the productivity of potential 

employees is costly, in the hiring process employers may rely upon indicators, which 

are cheaper to obtain and are believed to convey reliable information about the 

expected productivity of potential employees. For example, race or gender may be 

used to assess the productivity of potential employees. Under these circumstances, 

employees with certain personal characteristics may earn less purely because of a 
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belief that there is a negative correlation between these characteristics and 

productivity. In our case, if labour productivity is difficult to assess and employers 

believe that rural migrants are more likely to be less productive than urban workers 

then statistical discrimination would be observed.  

There is a body of literature, which has not been applied to the issue of 

discrimination but may shed light on why migrants are paid less. This literature 

encompasses insider-outsider and profit sharing theories (see, for example, Lindbeck 

and Snower, 1987; Weitzman, 1985) and labour managed firm theor y (Ward, 1958; 

Domar, 1966; Vanek, 1970). These theories predict that insiders will share in the 

profits of firms while outsiders will be paid a market-clearing wage. Under these 

circumstances, a wage differential will be observed between insiders and outs iders. 

This differential, however, is not due to employers’ personal dislike of outsiders but 

to the special institutional settings of the labour market that divides labour into two 

groups and offers profit sharing to one but not to the other. 

The importance of the distinction between these interpretations may be two-

fold. First, if discrimination is due to special labour market institutions, as the labour 

market moves towards a competitive environment such discrimination may be 

eliminated. However, if the personal taste of employers or consumers is the main 

reason for discrimination, its alleviation may take longer.  

Second, policy implications of the different interpretations may also differ. 

Where discrimination occurs as a result of employers’ or consumers’ personal taste, 

government intervention may be the cure. In most developed countries equal pay for 

equal work legislation has been introduced at some stage of the development process 

to eliminate various types of discrimination. However, where discrimination is due to 

firms’ discriminatory profit sharing behaviour the remedy may be less government 

intervention and more market competition.  

In the case of China’s urban labour market, it is likely that the earnings gap 

between urban and rural workers and the discrimination against rural workers are the 

result of both special labour market institutions and personal taste of the employers or 

consumers. This paper, therefore, utilises a new survey conducted in 1999 to provide 

evidence that the observed earnings differentials between rural migrants and urban 
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workers is partly a result of the special labour market institutional setting. It is shown 

that urban employees share in firms’ profits while rural migrants do not and that firms 

with higher levels of profit discriminate more against rural migrants. 

The paper is structured as follows. The next section briefly describes the urban 

labour market institutional setting. Section 3 develops a simple model and discusses 

the data. Sections 4 to 6 present the empirical results. Conclusions are given in 

Section 7.  

2. Background 

Rural-urban migration in China was restricted during the centrally planned era 

(West and Zhao, 2000; Knight and Song, 2000; and Meng, 2000). It was not until the 

mid-1980s that restrictions on rural-urban migration were gradually relaxed. In 

response, the inflow of rural migrants to the urban sector had reached more than 50 

million by the mid-1990s (Zhao, 1999).  

Although the restrictions on migration have been relaxed, urban state, 

collective, and sometimes even large private firms are still restrained from freely 

hiring rural migrants. Knight, Song, and Jia (1999) find that Chinese urban firms 

employ too few migrant workers. In a 1995 firm level survey more than 75 per cent of 

firms report being restricted from hiring more rural migrants, while a firm level 

survey conducted in 1999 also reveals that more than 50 per cent of firms still face 

restrictions in freely hiring rural migrants. 1  

Not only are firms restricted from freely hiring rural migrants and are rural 

migrants paid lower wages, but, once hired, rural migrants do not share the same 

working conditions or enjoy the same level of benefits as their urban co-workers. This 

situation is widely discussed in the literature (Wu and Li, 1996; Knight et al, 1999; 

Meng, 2000; Meng and Zhang, 2001). Although enterprises are restricted in the 

                                                 
1 The 1995 survey was conducted by the Ministry of Labour and Social Security in early 1996. The 
survey covers 118 enterprises located in four cities (see Knight, Song, and Jia, 1999). One of the 
questions in the enterprise questionnaire asks if there are government restrictions on hiring rural 
migrants. 89 firms responded yes. The 1999 survey was conducted by the Department of Sociology at 
Beijing University in early 2000. It surveyed 121 firms in 6 cities (the detailed survey description will 
be given in the next section). A similar question asked “Do managers of the enterprise have the 
decision making power to decide how many rural migrants it can hire?” Of the 105 firm that responded, 
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number of rural migrants they can hire and the type of job contract they can offer, 

there are no restrictions on the earnings of rural migrants. The question then naturally 

arises as to why enterprises pay rural workers lower wages than their urban co-

workers? 

Perhaps this can be explained by the wage setting system in urban enterprises. 

Many studies have investigated the behaviour of Chinese state owned enterprises 

(SOEs) and large collectives, and concluded that these firms pursue some variant of 

income per capita maximisation rather than profit maximisation (Walder, 1987, 1989; 

Byrd, 1992; Sicular, 1994). Walder (1987) describes urban SOEs as co-operative 

firms, where managers represent workers and act to maximise the benefits of workers. 

Sicular (1994) states that “China’s so-called ‘state -owned’ enterprises are now owned 

(or partly owned) by their employee communities…When residual earnings remain 

with the enterprise community the interest of that community will drive enterprise 

behaviour”. This motivation is likely to maximise compensation per employee. 

Empirical evidence supports these descriptions. A large number of studies 

have found that the average income of employees in SOEs has grown much faster 

than the marginal product of labour (Woo, 1994; Woo, Fan, Hai, and Jin, 1994; 

Minami and Hondai, 1995; Bouin, 1998). Others have found strong evidence of profit 

sharing behaviour in SOEs as well as in the collective owned enterprises (Hussain and 

Zhuang, 1994; Zhuang and Xu, 1996; Meng and Perkins, 1998).2  

Migrant workers, entering urban enterprises, could be treated either as 

corporate members who share profits with urban workers or as outsiders who can only 

earn market wages. The urban biased development strategy and the rural-urban divide 

policy, implemented during the planned economy era and extended to the reform era, 

gave urban workers exclusive rights to urban assets and all the entitlements that go 

with those assets (Zhao, 2000; Meng, 2000; Knight and Song, 2000). Thus, urban 

workers have the exclusive right to choose whether rural migrants should be treated as 

insiders or outsiders. From the point of view of urban workers, however, it is clearly 

                                                                                                                                            

56 answered no. 
2 Even though the late 1990s saw a radical reform of the SOEs, such reform did not fundamentally 
changed ownership. It may have increased the competitiveness of SOEs but not weakened their profit -
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optimal for rural workers to be treated as outside wage earners. This may be 

illustrated by a modified version of combined insider-outsider, profit-sharing, and 

labour managed firm theories. 3 

3. Model and data 

Assume that the objective function of urban firms and workers (insiders) is 

either to maximise their own per capita income (W1) or total workers’ per capita 

income (W2): 

U
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where L=LR+LU, and LU is the number of urban workers, LR the is number of migrants. 

 ω is the market wage,  λ is the  share of profit which goes to insiders, F(L) is the 

production function, and [R(F(L))-ωL] is gross profits. Thus, equation 1 treats rural 

migrants as outsiders because profit sharing is only relevant to LU workers. Equation 

(2) treats rural migrants as insiders as profit is shared among all workers, L. Holding 

everything else constant, W1 is greater than W2, and is, therefore, preferable to W2
 from 

the point of view of urban workers. 

Under these circumstances, rural migrants will be treated as outsiders and paid 

a market wage ω, whereas their urban co-workers will be paid the market wage ω plus 

a profit share. The difference in the earnings of rural migrants and urban workers, 

therefore, is due to the profit sharing behaviour of the urban firms. 

Assume that urban firms are free to choose LU and LR. Maximise equation (1) 

with respect to LU and LR leads to the following first order conditions: 

SF
UL +=′ ω  (3) 

                                                                                                                                            

sharing objective. 
3 Sicular (1994) and Meng and Perkins (1998) developed similar models but did not make a distinction 
between insiders and outsiders. Although Graham (2000) takes into account such a distinction, he treats 
the number of insiders as a constant. 
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ω=′
RLF  (4) 

where S=
UL

]L))L(F(R[ ωλ − . Thus, at the optimum, firms will hire urban workers up 

to the point where their marginal product equals a market clearing wage plus a per 

urban worker profit share and rural workers up to the point where their marginal 

product is equal to the market clearing wage. 

Figure 1  Employment and earnings for urban workers and rural migrants 

MPLR, WR MPLU, WU

LR LULR0, LU0 LU1 LU*LR1
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MPLU1

ω+S=WU=MPLU*MPLR
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d
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Howeve r, in urban China, firms are not free to choose L U and LR. As 

mentioned above, firms are restricted in the number of rural migrants they can hire. In 

addition, up until the late 1980s and early 1990s, urban state enterprises were 

restricted from firing urban workers (Meng, 2000). Since the early and mid -1990s, a 

large number of urban state owned and collective firms have begun to make 

substantial losses and central and local governments were unable to provide adequate 

financial support to subsidise these firms. To vitalise the Chinese economy, a radical 

enterprise reform was introduced. Many loss-making firms were bankrupted. Those 

not bankrupted were allowed to fire redundant workers. Nevertheless, due to their 

ownership nature and income maximisation behaviour the extent to which these firms 

have fired redundant workers may have not yet reached the optimal level. Under these 

restrictions, it may be observed that F’LR>ω, and F’LU<ω+S. This situation may be 

depicted by Figure 1. 



 7

In Figure 1, the two Y-axes represent the marginal product of labour and 

earnings for rural migrants and urban workers. The X-axis indicates the employment 

of rural migrants, measured from left to right, and urban workers, measured from right 

to left. The two schedules, marked as DLU and DLR, are demand for urban workers and 

rural migrants, respectively. It is assumed that there is an unlimited supply of rural 

migrants (a horizontal supply curve) and that rural migrants and urban workers are 

homogenous but differ in household registration status.  

In a competitive market, urban firms will hire LRLR0 amount of rural migrants 

and LULU0 amount of urban workers and pay them both a market-clearing wage, ω. 

However, due to their income-maximising objective, urban workers are sharing a 

proportion (λ) of profit. This profit sharing behaviour increases the earnings of urban 

workers from ω to ω+S. Assuming the initial employment level is fixed at LRLR0 and 

LULU0, the area ab (ω+S)ω is the amount of profit shared by urban workers. Thus, even 

though the marginal product of urban workers (F’LU) at LU0 is equal to ω, urban 

workers are paid at  ω+S.  

An optimal urban employment level for an income maximising economy faced 

with an urban wage of ω+S  should be at LU* where the new level of the marginal 

product of urban worker (F’LU) equals the market clearing level wage (ω) plus per 

capita profit (S) as long as firms are allowed to choose the employment level. 

Nevertheless, in the case where restrictions on firing exist firms will have LU0LU
* 

amount of urban surplus labour. Thus, at LU0 level of employment, the earnings of 

urban workers exceed their marginal product of labour (F’LU<ω+S).  

Recent radical SOE reform has seen a significant level of urban retrenchment. 

It is possible, however, that the level of redundancy has not yet reached the optimal 

point (from L U0 to LU*) but is at a point in between, say LU1. At this point the marginal 

product of urban labour is at MPLU1, which is still less than the earnings of urban 

workers (F’LU<ω+S). 

Turning to the situation of rural migrants, because of the unlimited supply of 

migrant labour their earnings are determined by the market clearing level, ω. At this 

level, the optimal level of employment for rural migrants should be LR0. However, 
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government restrictions prevent firms from hiring rural migrants at this optimal level. 

Rather migrant employment in urban firms is at LR1. At this level of employment, the 

marginal product of rural migrants is equal to MPLR, which is higher than the earnings 

of migrant workers (ω). 

According to this simple descriptive model, the following propositions may be 

derived: (1) The earnings of urban workers should be positively related to firms’ 

profitability while the earnings of rural migrants have no relationship with firms’ 

profitability. (2) The earnings of urban workers should be higher than their marginal 

product of labour while the earnings of rural migrants should be lower than their 

marginal product of labour. (3) Urban workers who work in firms with positive profits 

should earn more than rural workers and a large proportion of the earnings gap can be 

attributed to discrimination against rural migrants. On the contrary, urban workers 

who work in firms with negative profits may earn less than rural workers due to loss 

sharing of firms with their urban workers.  

Of course, the simple model presented here assumes that the market wage (ω) 

is the same for urban and rural workers. In other words, there is no other type of 

discrimination, such as employers’ prejudice against rural migrant workers. In reality, 

however, it is possible that this type of discrimination exists. If so, the market wage 

(standardised for individual characteristics) for urban workers (ωU) may be higher 

than that for rural workers (ωR), where ωU-ωR=d , which indicates the degree of the 

employer discrimiation.  

Under this situation, one may observe that even in firms with negative profits 

the standardised earnings of urban workers are higher than those of rural workers and 

this gap may be attributed to other types of discrimination against rural migrant 

workers. This situation is depicted in Figure 2, where the ωU+S  schedule indicates the 

relationship between profits and earnings of urban workers and the distance between 

ωU and ωR (d ) indicates the extent of the discrimination due to urban employers’ 

dislike of rural migrants. When firms make positive profits the profit-sharing 

component of earnings is positive whereas when firms make negative profits this 

component is negative. However, the existence of the other type of discrimination (d) 

enables urban workers to earn more than rural workers even when firms make losses. 
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Figure 2: Relationship between pr ofitability and discrimination 

Thus, proposition 3 may be modified: (3’) firms with positive profits may 

have a greater standardised earnings gap in favour of urban workers (profit-sharing 

plus employers’ prejudice) than firms with negative profits. When f irms make 

negative profits employers’ prejudice and loss-sharing behaviour may, to some extent, 

offset each other. Of course, the incentive for urban firms as “employee communities” 

to protect urban workers benefits may be so strong that when the firm makes negative 

profits the profit sharing rule may be disbanded or modified to reduce the wage 

reduction of urban workers. In this instance the ωU+S  schedule in Figure 2 may be 

kinked at the zero profit point. This is shown by the schedule (ωU+S )ωU0(ωU+S’). The 

reduced slop of the dotted line ωU0(ωU+S’) indicates a weaker profit-sharing rule for 

firms with negative profits. 

To investigate the three propositions presented above, the 1999 Survey of 

Urban Labour Market Integration (SULMI) is employed. The survey was conducted 

by the Department of Sociology at Beijing University in six urban cities in 1999. The 

cities surveyed include Beijing, Changchun, Nanjing, Wuhan, Tianjin, and Xian. Four 

survey instruments were employed including: Questionnaire for employed urban 

workers, Questionnaire for employed rural migrants, Questionnaire for laidoff urban 

workers, and an Enterprise Questionnaire.  

The survey covers only industrial enterprises. Industry type was the primary 

selection criteria for inclusion of an enterprise in the survey process in order to 
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produce a representative industry-mix in each city. Within each industry the selection 

criteria is to provide firm-mix with regard to scale, measures of economic prosperity, 

and ownership. In addition, firms known to have laid -off workers or to have both laid -

off workers and hired migrants, were deliberately over sampled. Once an enterprise 

was chosen for inclusion in the sample, approximately 15 workers of each type 

(employed urban resident, laid -off urban resident, and migrant) were selected. The 

employed urban residents and migrant workers were randomly chosen from those 

present at the job site at the time of the survey (Maurer-Fazio, 2002).  

Although the survey comprises urban workers and rural migrants from 121 

firms, only 118 firms completed the Enterprise Questionnaire. Around 78 per cent of 

the firms are state -owned, collectives, or joint-ventures.4 As the model developed in 

this study is mainly relevant to state, collective, and perhaps, joint venture firms, only 

workers belonging to these firms are included.5 There are a total of 3242 individual 

observations, including 1859 urban workers and 1383 rural migrants. Among them 

1383 migrants and 1258 urban workers are from enterprises which have both urban 

and rural worker samples. Depending on the exact set of variables chosen for analysis, 

this study is confined to a sample of between 989 to 1393 urban workers and 1012 

rural migrants. 

In addition to the normal human capital and demographic variables used in 

earnings equation estimation, profitability is one of the main variables used to test the 

propositions listed earlier. Enterprises were asked to provide quantitative information 

on total output, total sales, value added, total profits or losses, total wage bill, fixed 

assets, and total labour hired for the 1995 to 1998 period. Among the 118 enterprises 

who completed the Enterprise Questionnaire, 117 reported their profit/loss level in 

1998, 114 reported in 1997 and 1996, and 117 in 1995. The quality of the profit 

reporting seems to be good. To test the relationship between the earnings and 

                                                 
4 There appears to be some confusion over the definition of joint-venture firms. Although 7 firms in our 
sample stated that they are joint ventures, more than 80 per cent of workers who work in those firms 
stated in the Employee Questionnaire that they work in state or collective firms. The reason for this 
confusion may be that most joint venture firms were previously state or collective owned and only 
recently merged with some other firms. In this paper these firms are grouped together with state and 
collective firms. 
5 The sample is too small to conduct separate analysis for private firms. 
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marginal product of labour for both rural and urban workers requires information on 

value added, capital, urban and rural labourers to enable a production function to be 

estimated. These data, however, are not as well reported. There are many missing 

values. Fortunately, the survey asked for four years information and thus an 

unbalanced panel of 127 observations is constructed for the production function 

analysis.  

Another data related issue is that while 1999 information on employee 

characteristics is obtained, the firm le vel information is for the period 1995 to 1998. 

To make the two sets of information more compatible, the focus is mainly on the 1998 

firm level information.  

Summary statistics of both employee and employer surveys are reported in 

Tables A1, A2, and A3 of A ppendix A. On average, rural migrants earned 87 per cent 

of the monthly earnings of urban workers. They have 2 years less education, more 

than 10 years less firm tenure, and 2 years more other job experience. They are more 

likely to be healthy. In addition, there is around 20 percent more male workers in the 

rural migrant group than in the urban worker group.  

4. The relationship between firms’ profitability and earnings  

The simple model presented in Section 2 predicts that the earnings of urban 

workers should be positively related to the profitability of the enterprises in which 

they are employed, whereas firms’ profitability should have little to do with the 

earnings of rural migrants. To test this proposition, earnings equations of urban 

workers and rural migrants are estimated separately with the firm’s profit per worker 

as one of the independent variables.6 The issue of endogeneity of the profit variable 

naturally arises. To minimise this problem, the profit variable used to “explain” 

earnings is one year lagged (profits in 1998) on the argument that earnings of this year 

do not affect the profits of last year. Furthermore, the estimated results presented 

below uses a two-year-lagged profit per worker variable as an instrument for 1998 

profit per worker and the results are consistent with the OLS results.  

                                                 
6 An F -test for structural difference is conducted before separating the sample. The result indicates a 
statistically significant difference of wage structure between urban workers and rural migrants.  
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The dependent variable used is the logarithm of hourly earnings. Other 

independent variables in addition to the profit per work include years of schooling, 

firm tenure, other job experience and its squared term,7 a dummy variable for being 

healthy, a dummy variable for party membership, and a dummy variable for males. 

The equation is estimated for both unrestricted and restricted samples, where 

unrestricted is the full sample and restricted includes only employees who belong to 

firms where both urban workers and rural migrants samples are observed. The results 

are reported in Table 1. 

Table 1  Regression results from earnings equation with profit per worker  
(IV estimates) 

 Urban workers Rural migrants 
 Full sample Restricted sample  
 Coef. T-ratio Coef. T-ratio Coef. T-ratio 
Constant 0.6539 6.94 0.5721 5.34 1.0190 9.51 
Profit per worker (10 thsnd. yuan) 0.0050 3.42 0.0038 2.53 -0.0016 -0.59 
Years of schooling 0.0373 6.85 0.0465 7.39 -0.0004 -0.05 
Firm tenure 0.0037 0.74 0.0013 0.22 0.0165 2.16 
Firm tenure2 0.0001 0.62 0.0002 1.46 -0.0006 -1.83 
Other job experience 0.0116 1.97 0.0157 2.31 0.0115 1.99 
Other job experience2 0.0000 -0.16 -0.0002 -0.53 -0.0004 -2.07 
Dummy for party member 0.1191 2.67 0.1062 2.02 0.0660 0.66 
Dummy for being healthy  0.0970 3.62 0.1058 3.44 -0.0492 -1.25 
Dummy for male 0.0384 1.49 0.0052 0.17 0.1437 4.11 
Dummy for Tianjin -0.1936 -4.25 -0.2180 -4.34 -0.1855 -3.17 
Dummy for Nanjing -0.2061 -4.55 -0.1715 -3.24 -0.1228 -2.04 
Dummy for Xian -0.6063 -12.93 -0.6464 -12.90 -0.4832 -7.73 
Dummy for Changchen -0.6323 -13.82 -0.7305 -11.81 -0.5603 -8.81 
Dummy for Wuhan -0.3527 -8.00 -0.3694 -7.39 -0.4481 -7.41 
Number of observations 1393 989 1012 
Adjusted R 2 0.24 0.29 0.14 

Note: The dependent variable is the 1999 ‘log hourly earnings’ while the ‘profit per worker’ is 1998 
data. In addition, the profit per worker is instrumented by the profit per worker in 1997. 

Before proceeding to discuss the effect of profits on earnings, it is worthwhile 

describing the differences in the general patterns of earnings determination between 

the two groups. The following main points may be of interest.  

First, the rate of return to schooling is much higher for urban workers than for 

rural migrants. In fact, years of schooling has no impact on the earnings variation of 

                                                 
7 Other job experience is defined as total experience minus firm tenure. The reason that other job 
experience is used rather than total experience is that the main part of the other job experience for rural 
migrants is agriculture experience, which is different from that for urban workers.  
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rural migrants. This result is consistent with Knight et al. (1999). This is perhaps 

related to the skill level required for the type of jobs they possess. In our sample, 90 

per cent of rural migrants have production, service, or other labourer jobs, whereas 

only 47 per cent of urban workers are in these occupational categories.  

Second, when firm tenure is included as a quadratic function there is no 

statistically significant impact on the earnings of urban workers. When the squared 

term of firm tenure is deleted from the earnings equation, however, the variable 

becomes significant with a t-ratio of 4.7 and 5.3 for unrestricted and restricted 

samples, respectively. This suggests a linear seniority related wage structure for urban 

workers. For rural migrants, the inverse U-shaped tenure relationship is similar to that 

found in western labour markets.  

Other differences of earnings determination include party membership, health 

condition, and gender. While the dummies for party member and healthy individual 

contribute positively and significantly to the earnings of urban workers, the effects are 

insignificant for rural migrants. Male workers earn more than female workers for both 

urban and rural workers according to the full sample, while there is no detectable 

gender bias for urban workers when using the restricted sample. 

Turning to the most important findings of these estimations, Table 1 indicates 

that the level of firms’ profits per worker is positively and significantly related to the 

earnings for urban workers. Every 100 thousand yuan increase in profit per worker 

will increase the hourly earnings of urban workers by 4 to 5 per cent. Such a 

relationship, however, does not exist for rural migrants.8  

A different way of looking at the importance of profit on the earnings 

variation of urban workers may be to examine its contribution to the adjusted R2 from 

the earnings equation. The presence of multicollinearity between profitability and 

other explanatory variables makes it difficult to find a unique decomposition of the 

                                                 
8 One might argue that the positive relationship between firms’ profitability and the earnings of urban 
workers but the lack of the relationship for the earnings of rural workers may be because that most 
urban workers are permanent while rural workers are temporary. To investigate this possibility the 
earnings regressions are estimated for permanent and temporary urban and rural workers separately. 
These results indicate that permanent or  temporary work status does not affect whether earnings are 
related to profits or not. It is residential status that matters.  
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explained sum of squares. However, following Dickens and Katz (1987) a bounded 

range for the contribution of profit to the earnings can be derived. The lower bound is 

given by the extra explanatory power the variable ‘profit’ contributes to the total 

variation of log hourly earnings, and the upper bound of the range is found by the 

regression of the log hourly earnings on the ‘profit’ variable alone.  

Table 2  The bounded range of the contribution of profit to earnings variation 

 Unrestricted 
sample 

Restricted  
sample 

Adjusted R2 from model with full set of variables (1) 0.221 0.277 
Adjusted R2 from model without profit variable (2) 0.215 0.272 
Extra contribution of the profit variable (1)-(2) (lower) 0.006 0.004 
Adjusted R2 from model with profit alone (upper) 0.018 0.019 

Table 2 reports the ranges for the unrestricted and restricted samples, showing 

that for the unrestricted sample, the contribution of the ‘profit per worker’ variable 

ranges from 0.6 to 1.8 per cent, and for the restricted sample from 0.4 to 1.9 per cent 

of the earnings variations of urban workers. In comparison the range for years of 

schooling is 0.3 to 1.3 per cent, for party membership 0.5 to 3.4 per cent, and for both 

firm tenure and other job experience, 1.1 to 1.2 per cent. This suggests that firms’ 

profit has a similar contributing power to earnings variations of urban workers as 

other productivity related variables. 

Another exercise is carried out to reinforce the findings of the different effect 

of profitability on earnings of urban and rural workers. Recently, along with the 

increased availability of employer-employee linked data, the role of wage policy at 

the enterprise level in the determination of employees’ earnings has begun to attract 

attention. Many studies have found that firms pay a premium to their workers 

(Groshen 1990, Bronars and Famulari 1997, Abowd, Kramarz and Margolis, 1998, 

Salvanes, Burgess, and Lane, 1998; Crossley, 1998). Several hypotheses have been 

advanced to interpret this firm wage premium, such as firms sort workers by 

unmeasured productivity, compensating wage differentials, information costs, 

efficiency wages, and profit-sharing (see Groshen, 1990 and Crossley, 1998).  

One way to test the reason for this premium is to adopt the hierarchical linear 

modelling approach (Bryk and Raudenbush 1992). This approach involves two 
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sequential stages. Consider the following the earnings equations for urban workers 

and rural migrants where there is a firm wage premium paid to each group of workers: 

U
ij

U
j

U
ij

UU
ij XW ενβ ++=  (5) 

R
ij

R
j

R
ij

RR
ij XW ενβ ++=  (6) 

where the superscripts U and R represent urban and rural workers, respectively, and 

the subscripts i and j represent individuals and firms, respectively. X is a vector of 

human capital variables and other individual characteristics, ν is the unit-specific 

residual, which differs across firms but is constant within each firm, and ε  is an 

individual residual with normal properties. Thus, the fixed firm effect, ν, can be seen 

as the premia firms pay to their workers. 

The procedure for the hierarchical linear modelling approach is to estimate 

equations 5 and 6 first using a fixed effects model.9 The fixed firm effects (ν) from 

both urban worker and rural migrant regressions are then retrieved for each firm. By 

controlling for individual characteristics, these fixed-effects are estimates of the 

premia paid by each firm to their urban and rural employees.  

The second step is to explain what causes firms to pay a premium to urban 

workers and rural migrants. Thus, the following equations are estimated using 

Weighted Least Squares estimation10 to allow for the unbalanced nature of the 

hierarchical data (Bryk and Raudenbush, 1992): 

U
jj

UUU
j OFˆ υµτν ++=  (7) 

R
jj

RRR
j OFˆ υµτν ++=  (8) 

where U
jν̂  and R

jν̂  are estimated fixed firm effects obtained from the estimated urban 

and rural employee earnings equations (equations 5 and 6), τ  is an intercept term, OF 

is a vector of observable characteristics of firms, µ  is a vector of coefficients for 

observable firm characteristics, and jυ  is the error term.  

                                                 
9 The independent variables are those included in Table 1 except for the level of profit of the firms the 
individuals work for. 
10 The weight used is the number of employees included in the sample for each type of worker. 
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To test the profit-sharing proposition, the level of profit per worker is included 

as one of the independent variables in equations 7 and 8. In addition, available 

information such as firm size, ownership, proportion of output exported, firm age, 

industrial affiliation, and location are also included. Many studies have indicated that 

these variables are important determinants of firm wage premia (Groshen 1990, 

Abowd, Kramarz and Margolis, 1998, and Crossley, 1998). The results from 

equations 7 and 8 are presented in Table 3 which show that the level of firm profit per 

worker is a significant determinant of the firm wage premium paid to urban workers 

but is not related to the premium paid to rural migrants.  

Table 3  The determinants of firms’ premium paid to urban workers and rural 
migrants 

 Urban workers Rural migrants 
 Full sample Same firms as rural  
 Coef. T-Ratio Coef. T -Ratio Coef. T-Ratio 
Constant 0.2119 1.19 0.1025 0.32 0.3376 1.1 
Profit per worker  0.0986 3.38 0.1582 2.90 -0.0349 -0.68 
Firm size (employment) 0.0000 2.38 0.0000 1.84 0.0000 -0.12 
Age of the firm -0.0001 -0.71 0.0000 0.02 0.0001 0.49 
Dummy for state owned 0.0786 1.04 0.0869 0.90 -0.0244 -0.27 
Proportion of export -0.0001 -0.04 -0.0061 -1.63 0.0012 0.35 
Textile and clothing 0.2543 1.11 0.6822 1.86 0.0997 0.29 
Other light industry 0.3368 1.57 0.7832 2.06 0.1483 0.41 
Heavy industry 0.3870 1.51 0.5288 1.29 -0.3017 -0.78 
Construction 0.0034 0.02 0.2674 0.75 -0.0632 -0.19 
Electronic & consultancy 0.2969 1.32 0.5892 1.61 -0.1531 -0.44 
Machinery 0.0198 0.10 0.3502 0.99 -0.4108 -1.23 
Chemistry 0.2848 1.36 0.6888 1.83 0.0278 0.08 
Transport 0.0131 0.06 0.2070 0.58 -0.0383 -0.11 
Dummy for Tianjin -0.4571 -3.34 -0.5704 -3.06 -0.2073 -1.18 
Dummy for Nanjing -0.2840 -2.25 -0.3019 -1.80 -0.0175 -0.11 
Dummy for Xian -0.8841 -5.80 -1.0219 -5.03 -0.4156 -2.16 
Dummy for Changchen -0.6430 -4.63 -0.9198 -4.47 -0.4814 -2.47 
Dummy for Wuhan -0.5321 -3.86 -0.6180 -3.31 -0.3315 -1.88 
Number of observations 89 63 63 
Adjusted R 2 0.43 0.41 0.37 

Apart from the positive and significant effect of profitability, large firms and 

firms that belong to textiles, clothing, and other light industries pay a relatively higher 

premium to urban workers. In addition, firms in Beijing pay a higher premium to both 

urban and rural workers. This may be attributed to the effect of different living costs 

across different regions. 
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The direct estimation of the earnings equations with profit per worker as one 

of the independent variables and the results from the hierarchical linear modelling 

approach both confirm that there is a strong positive relationship between firms’ 

profitability and the earnings for urban workers but no relationship is found for rural 

migrants. 

5. Relationship between marginal product of labour and the earnings  

The second proposition presented in Section 2 is that the marginal product of 

labour for urban workers should be lower than their earnings whereas for rural 

migrants marginal product should be higher than their earnings. This arises because of 

the urban enterprise profit-sharing behaviour and the treatment of rural migrants as 

outsiders, together with government restrictions on hiring rural migrants and urban 

firms’ reluctance in firing urban workers. 

Findings from Knight et al. (1999) lend strong support to this prediction of our 

simple model. Their estimation shows that for the sample of firms in their data, the 

marginal product of labour for rural migrants and urban workers in 1995 was 20,706 

and 5,597 yuan, respectively, while the average earnings of the two groups of workers 

was 5,368 yuan and 6,959 yaun, respectively.  

Following Knight et al. (1999), to further test the prediction from the model 

and investigate if there have been any changes over the period 1995 to 1998, the 

following Cobb-Douglas production function11 is estimated.  

κδγβα ++++= lKlLlLlvad RU  (9) 

where vad  is value added, LU and LR are the number of urban and rural employees, 

respectively, and K is net fixed capital. These four terms are all expressed in 

logarithmic form. κ  is the residual. Equation (9) is estimated utilising the 1998 data 

(30 observations) as well as a panel of 126 observations over the 1995 to 1998 

period12:  

                                                 
11 A more flexible translog production function is also estimated but the test that the coefficients for all 
the cross- and squared-terms are zero is accepted. Thus, the Cobb-Douglas functional form is 
preferable to the translog functional form. 
12 These are firms that hire both urban workers and rural migrants. 
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Table  4. Marginal product of labour and average wages  
for urban workers and rural migrants 

  
1998 data 

Panel with 
time 

Panel without 
time 

Panel without 
1996 data 

Marginal product of rural labour 49289.7 40345.6 40674.1 41313.1 
Marginal product of urban labour 9973.1 9693.0 9586.4 7281.761 
Average wages for rural labour 9814.7 9814.7 9814.7 9814.7 
Average wages for urban labour 10559.5 10559.5 10559.5 10559.5 

Knight et al. (1999) argue that employment of migrant labour is endogenous in 

their sample. Due to the limited information available from our survey, it is 

impossible to conduct an endogeneity test. The results, therefore, are from OLS 

estimation. The results for 1998 data and the panel data are reported in Appendix B.  

The model fits very well. The adjusted R2s for the 1998 data is 0.60 and for the 

panel with and without time dummy variables, 0.38 and 0.37, respectively. The better 

fit for the 1998 data may indicate that the quality of data for 1998 is better. Further 

investigation identifies that data for 1996 seem less reliable and after excluding the 

1996 data the adjusted R2 for the panel data increased to 0.51. The estimations using 

1998 data and the panel without 1996 data show that all three inputs have positive and 

statistically significant coefficients.  

Based on these estimations and the mean values of the inputs at 1998, Table 4 

reports the marginal product of urban labour and rural labour, as well as their average 

wages in 1998. The figures clearly indicate that the marginal product of rural labour is 

greater than their average wages, whereas the marginal product of urban labour is 

below their average wages. Using 1998 data, the rural migrant average earnings is less 

than one quarter of their marginal product of labour, whereas the average earnings of 

urban workers is around 1.06 times their marginal product of labour. If the panel 

without 1996 data are used, the average earnings of urban workers is around 1.45 

times their marginal product of labour. 

Note that the measure of average wages for urban workers may be much lower 

than the average cost of urban labour while this may not be the case for rural labour. 

The reason is that enterprises provide many other fringe benefits and subsidies to 

urban workers but not to rural migrants. These fringe benefits are not included in 

firms’ reports for the total wage bill. To indicate how significant this is, Table 5 

reports the responses to questions on whether the enterprise provides medical, 
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pension, and unemployment insurance from the survey of urban and rural employees. 

In all three cases, more than half the urban workers receive such benefits from the 

enterprises whereas only about one fifth or less of rural workers is similarly entitled. 

Considering the difference between the fringe benefits paid to urban and rural 

workers, the gaps between the marginal product of labour and the total compensation 

for urban and rural workers may be considerably larger than that presented above. 

Table 5  Does your enterprise pay the following insurance?  

 Medical Pension Unemployment 
 Rural Urban Rural Urban Rural Urban 
Yes  20.34 50.33 14.06 87.9 7.8 58.97 
No 79.66 49.67 85.94 12.1 92.2 41.03 

6. Effect of profitability on the earnings gap and earnings discrimination  

The third proposition presented in Section 2 states that when the profitability 

of a firm changes from positive to negative, the standardised earnings gap against 

rural workers should reduce. To test this proposition the sample of employees is split 

into two groups: those who work in firms with positive profits and those who work in 

firms with negative profits. The earnings equation is then estimated for the two groups 

separately.13 The dependent and independent variables used are the same as those 

used in Table 1. The estimated results for the restricted sample together with summary 

statistics of the variables included are presented in Appendix C. The results show that 

firms with positive profits exhibit a strong profit sharing rule with their urban 

workers. Firms with negative profits adopt a weaker sharing rule. Urban wages only 

fall marginally when losses increase. These results indicate that the ωU+S  line in 

Figure 2 is kinked at the zero profit point. For rural migrant workers profitability does 

not affect their earnings in firms with either positive or negative profits. 

To investigate the difference in discrimination between firms with positive and 

                                                 
13 The issue of selectivity bias may arise when the earnings equations are estimated separately for 
workers who are employed in firms with positive and negative profits. This is because more productive 
workers are more likely to work in profitable firms and hence earn higher earnings. However, in our 
sample, only less than 30 per cent of urban workers were hired through their own efforts. About 60 per 
cent obtained jobs through the government assignment or by filling their parents’ old jobs. Another 10 
per cent obtained jobs through introduction of their relatives and friends. Similarly, nearly 80 per cent 
of rural migrants obtained jobs through introduction of their relatives and friends. Under these 
circumstances sample selection may not be a serious issue. 
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negative profits, the decomposition approach developed by Blinder (1973) and 

Oaxaca (1973), and extended by Cotton (1988) is employed. 14 This approach 

separates the total earnings differential into an explained difference (human capital 

and other individual characteristics) and an unexplained difference, of which 

discrimination is a significant component. 

The decomposition results for the restricted sample are shown in Table 6. The 

first column shows the decomposition of the earnings differentials between total 

urban and rural samples, and the second and the third columns present the 

decomposition for individuals in firms with positive and negative profits, respectively. 

The log hourly earnings differential between urban and rural workers in the total 

sample is about 0.13. More than 60 per cent of this differential can be explained by 

differences in their personal endowments while 39 per cent may be attributed to 

discrimination. Note that as on average the sample firms made losses in 1998, the 

contribution of the profit sharing to the total earnings differential is negative. This 

suggests that firms with negative profits in fact share losses with urban workers and 

this effect helped to reduce the total discrimination effect. As discussed in Figure 2 of 

Section 3, there may be two different components of discrimination: the insider-

outsider discrimination and discrimination due to employers’ prejudice. When firms 

make losses their profit/loss sharing behaviour may offset the discrimination due to 

employers’ prejudice, and hence, reduce the degree of the net discrimination.  

Table 6 Cotton’s decomposition of the earnings gap between urban and rural workers,  
by profitability of firms 

 Total sample Positive profits Negative profits 
 Value % of total Value % of total Value % of total 
Total differential 0.131 100.00 0.125 100.00 0.149 100.00 
Explained 0.080 61.40 0.024 19.38 0.111 74.47 
Unexplained 0.051 38.60 0.101 80.62 0.038 25.53 
Contribution of profit sharing -0.006 -4.88 0.081 64.41 -0.020 -13.32 

Investigation into firms with positive and negative profits confirms the third 

proposition. For firms with negative profits only 26 per cent of the earnings 

                                                 
14 There is a well-known index number problem associated with the standard Blinder/Oaxaca 
decomposition. Cotton (1988)  suggests to use a weighted average of the male and female coefficients 
as the non-discriminatory wage structure, *β̂ , which is defined as ffmm* ˆfˆfˆ βββ += . In this study, 
Cotton’s (1988) decomposition is adopted. 
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differentials between urban workers and rural migrants is attributed to discrimination, 

whereas this ratio for firms with positive profits is above 80 per cent. More 

importantly, for firms with positive profits the contribution of profit sharing 

accounted for 64 per cent of the total earnings gap between the two groups of workers 

while for firms with negative profits the loss-sharing component contributed a smaller 

negative 13 per cent to the total earnings gap. In other words, had there been no profit 

sharing, the degree of discrimination in firms with positive profits would have been 

reduced significantly whereas in firms with negative profits it would have been 

increased marginally. 

The above results strongly indicate that observed earnings differentials 

between urban workers and rural migrants are highly correlated with the behaviour of 

urban firms. Urban firms share profits with their urban workers but treat rural 

migrants as outsiders. Hence, for firms with a positive profit we observe a higher level 

of earnings unexplained earnings gap than for firms with a negative profit, where due 

to the loss sharing the actual level of discrimination is reduced. 

7. Conclusions 

Many studies have investigated the earnings discrimination against rural 

migrant workers in China’s urban labour market. This study examines one of the 

possible reasons for this discrimination. The simple analytical model developed 

indicates that to a large extent earnings discrimination against rural migrants may be 

due to the discriminatory profit sharing behaviour of urban firms. 

Three propositions are derived from the simple model and empirical tests are 

carried out which confirm the following points. First, urban firms share profit with 

urban workers but not with rural migrants. Second, as a result of this discriminatory 

profit sharing behaviour and other labour market restrictions, the earnings of urban 

workers are higher than their marginal product of labour while the earnings of rural 

workers are lower than their marginal product of labour. Finally, as predicted by the 

simple model, the earnings discrimination against rural migrants are higher in firms 

which have positive profits than in firms which have negative profits. 
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There is an important policy implication in these findings. As discrimination 

against rural migrants in urban China is partly due to the discriminatory profit sharing 

behaviour of urban firms, which in turn is related to the income maximisation 

objective of these firms, further reform of urban state firms and integration of urban 

labour markets may contribute to the reduction and the final elimination of this 

discrimination against rural migrants.  
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Appendix A: 

Table A1 Summary statistics for individual variables 
 Urban workers Rural migrants 
 Full sample Restricted sample  

 Mean SD Mean SD Mean SD 
Hourly income 3.02 2.02 3.03 1.54 2.71 1.82 
Log hourly income  0.97 0.53 0.98 0.53 0.85 0.53 
Years of schooling 11.68 2.59 11.58 2.61 8.95 2.10 
Firm tenure 16.31 9.11 15.52 9.04 4.90 4.87 
Firm tenure2 348.79 314.80 322.39 309.05 47.66 107.91 
Other job experience 3.38 5.51 3.19 5.44 5.96 7.32 
Other job experience2 41.75 114.99 39.76 115.42 88.94 192.97 
Dummy for party member 0.11  0.10  0.02  
Dummy for being healthy 0.62  0.64  0.80  
Dummy for male 0.50  0.51  0.70  
Dummy for Tianjin 0.17  0.20  0.22  
Dummy for Nanjing 0.17  0.16  0.18  
Dummy for Xian 0.15  0.20  0.15  
Dummy for Changchen 0.18  0.10  0.14  
Dummy for Wuhan 0.16  0.17  0.20  

Number of observations 1393 989 1012 
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Table A2 Summary statistics of some firm level variables 

 Urban Rural 
 Full sample Restricted sample  
 Mean SD Mean SD Mean SD 
Firm size (employment) 1746.33 2050.75 2023.92 2297.82 2023.92 2297.82 
Profit per worker (10 thousand yuan) -0.51 1.79 -0.39 1.46 -0.39 1.46 
Proportion of export 6.09 16.29 6.22 15.43 6.22 15.43 
Age of the firm 19.33 191.99 11.98 228.16 11.98 228.16 
Dummy for state owned 0.64  0.60  0.60  
Textile and clothing 0.09  0.13  0.13  
Other light industry 0.12  0.10  0.10  
Heavy industry  0.06  0.03  0.03  
Construction 0.16  0.19  0.19  
Electronic & consultancy 0.07  0.08  0.08  
Machinary 0.33  0.25  0.25  
Chemistry 0.11  0.13  0.13  
Transport 0.04  0.06  0.06  
Dummy for Tianjin 0.16  0.19  0.19  
Dummy for Nanjing 0.19  0.19  0.19  
Dummy for Xian 0.12  0.17  0.17  
Dummy for Changchen 0.19  0.08  0.08  
Dummy for Wuhan 0.18  0.19  0.19  
Number of observations 89  63  63  

Table A3 Summary statistics of variables for production function analysis 
 1995 1997 1998 

 Mean SD Mean SD Mean SD 
Value added (10 thousand Yuan) 3963.8 8627.5 3085.5 4849.2 3537.1 4643.3 
Urban labour (Person) 297.8 687.8 168.6 308.3 281.5 659.1 
Migrant labour (Person) 1870.8 2564.7 1977.0 2702.8 1683.8 1976.1 
Net capital (10 thousand Yuan) 6870.4 9624.4 6475.7 8717.1 5917.0 6916.8 
Average wage for urban workers (Yuan) 8540.7 8660.0 10167.9 10715.2 10559.5 11957.5 
Average wage for rural migrants (Yuan) 6136.6 8386.2 8019.4 10716.2 9814.7 17546.9 

Number of observations 29 35 31 
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Appendix B: 

OLS estimation of the production function  
 1998 data Panel with time 

dummies  
Panel without time 

dummies 
Panel without 

1996 data 
 Coeff. T-Ratio Coeff. T -Ratio Coeff. T -Ratio Coeff. T-Ratio 
Constant -1.074 -0.87 1.058 1.45 1.229 1.77 0.330 0.47 
Log migrant labour 0.392 2.83 0.321 3.63 0.324 3.66 0.329 3.78 
Log urban labour 0.475 1.75 0.461 2.79 0.456 2.75 0.347 2.20 
Log net fixed capital 0.414 1.70 0.177 1.18 0.181 1.21 0.364 2.54 
1996    0.597 1.66     
1997    -0.011 -0.03   -0.009 -0.03 
1998    0.135 0.37   0.128 0.42 
Number of observations 31 128 128 95 
Adjusted R2 0.60 0.38 0.37 0.51 
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Appendix C: 

Positive Profit Negative Profit 

Urban Rural Urban Rural 

 

coef t-ratio coef t-ratio coef t-ratio coef t-ratio 
Constant  0.9900 6.55 1.0163 7.16 0.3132 2.12 0.9566 6.19 
Profit per worker (10 thd) 0.2743 2.17 -0.0283 -0.24 0.0034 2.35 -0.0042 -1.58 
Years of schooling 0.0207 2.31 0.0172 1.52 0.0574 6.54 -0.0111 -0.99 
Firm tenure 0.0018 0.22 -0.0011 -0.10 0.0065 0.83 0.0159 1.56 
Firm tenure2 0.0001 0.30 -0.0002 -0.32 0.0002 1.08 -0.0006 -1.31 
Other job experience 0.0144 1.39 -0.0054 -0.71 0.0189 2.16 0.0219 2.38 
Other job experience2 -0.0003 -0.62 0.0001 0.25 -0.0002 -0.57 -0.0010 -2.72 
Dummy for party member 0.1836 2.44 0.0476 0.34 0.0185 0.26 0.1109 0.83 
Dummy for being healthy 0.0327 0.70 -0.0796 -1.50 0.1440 3.62 0.0358 0.64 
Dummy for male 0.0213 0.50 0.0561 1.09 -0.0071 -0.18 0.2437 5.06 
Dummy for Tianjin -0.2164 -2.56 -0.0272 -0.32 -0.2828 -4.18 -0.3128 -3.50 
Dummy for Nanjing -0.1214 -1.62 0.1505 1.81 -0.2610 -3.61 -0.3010 -3.31 
Dummy for Xian -0.6269 -8.95 -0.3479 -4.27 -0.8206 -11.04 -0.6605 -6.69 
Dummy for Changchen -0.6091 -4.40 -0.1126 -0.96 -0.7321 -10.17 -0.6361 -7.46 
Dummy for Wuhan -0.5395 -6.96 -0.3894 -4.49 -0.2728 -4.05 -0.4280 -4.69 
Number of observations 481  523  508  489  
Adjusted R2 0.25  0.15  0.37  0.19  
 Mean SD Mean SD Mean SD Mean SD 
Log hourly earnings 1.10 0.52 0.94 0.51 0.89 0.53 0.74 0.52 
Years of schooling 12.01 2.72 8.91 2.00 11.20 2.44 9.06 2.22 
Firm tenure 14.90 9.11 4.55 4.47 16.03 8.94 5.22 5.24 
Firm tenure2 304.85 305.79 40.66 90.39 336.71 309.86 54.66 122.95 
Other job experience 3.11 5.42 6.53 7.68 3.25 5.41 5.31 6.75 
Other job experience2 39.01 110.96 101.57 216.04 39.75 118.15 73.69 158.24 
Dummy for party member 0.10  0.02  0.10  0.03  
Dummy for being healthy 0.68  0.80  0.60  0.79  
Dummy for male 0.52  0.69  0.50  0.70  
Dummy for Tianjin 0.18  0.24  0.22  0.19  
Dummy for Nanjing 0.17  0.17  0.14  0.17  
Dummy for Xian 0.27  0.19  0.13  0.10  
Dummy for Changchen 0.03  0.05  0.18  0.25  
Dummy for Wuhan 0.20  0.24  0.17  0.19  

 


