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Abstract

With the reform on labor market and corporations, a series of
changes has happened in the field of wage distribution in China.
One of the most interesting phenomenons is the broadening of the
wage differentials between state and non-state enterprises, which
have become the issue being concerned both socially and academi-
cally. Research shows that non-state enterprises’ employees are
found to have earned a substantial wage premium over workers
employed in SOE after standardizing by worker characteristics
since the end of 1980s.

As a result, the young and the highly skilled have shifted
quickly and extensively to the non-state sector. Average worker
skills and output per worker have dropped in the state sector un-
der the impact of wage differentials. At the same time, organiza-
tional performance has improved in the non-state sector not only
because they attracted the most skilled workers but also because
of the efficient wage effects. Moreover, since wage is the crucial
composition of personal income, increasing of wage gap between
different sectors has enlarged the income differentials in urban
China. Under such circumstances, it is essential to consider how

wage differentials are generated between state and non-state en-
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terprises in China.

Based on the decomposition of the wage differentials between
state and non-state firms, researches has drawn to a conclusion
that the observed differences in mean wage between ownership
categories is mainly due to differences in returns to endowments
rather than differences simply in endowments, which means non-
market forces are driving a wedge between employer categories in
pay levels for workers with the same productivity-related charac-
teristics. However, literatures haven’ t illustrated which factor
has caused the differences in returns to endowments clearly. Some
scholars argued that it is institutional barriers that severely re-
stricted mobility across enterprises and sectors, such as housing,
pension and health insurance system. Therefore, wage differenti-
al among homogeneous workers can’t disappear. The opinion is
reasonable partially in my point of view because institutional bar-
riers will be lack of strengths as far as skilled workers are con-
cerned. In effect, labor market reform including the introduction
of labor contract system and commercialization and socialization of
housing, ’social pooling’ schemes for pension system, has weak-
ened greatly the restriction on skilled workers’ mobility across
sectors. That’s why turnover keep increasing in state enterpri-
ses. Nevertheless, wage gap across different sectors hasn’t disap-
peared with the increase of labor mobility. Meanwhile, state en-
terprises haven’t taken any measures to improve internal wage
structure in the face of the crisis. Wage differentials among hom-
ogeneous workers have remained in a high degree for a long time.

Aiming at solving the puzzle, this book focuses on how wage dif-
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