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Abstract

The traditional Human Capital Theory represented by Schulz and Beker has
been recognized in economics, but it is still facing many challenges One of them is
how can the Human Capital Theory to explain the gender difference in human
capital investment. They are many questions that the traditional Human Capital
Theory couldn’t answer clearly, the first set of questions including: Why human
capital invest more in man than in women? for example, parents usually willing to
sent son other than daughter to go to school. Why the average educational level of
man is higher than that of women in every country in the world? Why the scope and
the distance of mobility of man is wider and longer than that of women? The second
set of questions including: Why women tend to earn less than man within each
educational category? The third set of questions including: Why the earning gap
between man and women are different from occupation to occupation? for example,
the gap between the blue collar worker 1s wider than the gap between the white
collar worker. Why the gap and the returning of the human capital investment
berween man and women is narrowing in the process of social development from the
early industry society to modern industry society?

The traditional Human Capital Theory couldn't provide a clear consistent
theoretical explanation for the gender difference due to 1ts inobservant of * the
Object of Human Capital Investment” and “the Environment of Human Capital
Investment”. The Human Capital Theory of Gender can explain the gender
_ difference. The Human Capital Theory of Gender is a new model which divide the
Object of Human Capital into man and women and study the gender difference.

The Human Capital Theory of Gender to answer the series of questions
about the gender difference

1,The reason why human capital invest in man more than in women 1s the
return of the investment of man is higher than that of women. According to the
common knowledge of economics we can judge that the return of the human capital
of investment of man is higher than that of women. Firstly, that the investor (family,
enterprise, country and individual) is willing to invest in man more than that of
women means the return of the investment of man is higher than that of women, if
not, it will be inconsistent with the hypothesis of humadn nature in economics.
There are many evidence to show that the majority of the famnily will sent boy other
than girl to go to school constrained by a limited family financial resource; that the
majority of the enterprise are willing to offer on-job training to man; man usually
take more advantage of national education resource. Since the education level of
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man is higher than that of women, the rate of illiteracy of women is higher than that
of man, the retun of the human capital investment of man must be higher than that
of women. Secondly, the scope and the distance of mobility of male-worker is wider
and longer than that of female-worker. Thirdly, the labor participation rate of man is
igher than that of women , even within the same educational category. Fourthly, the
earning of man is higher than that of women within each educational category.
Fifthly, the depreciation rate of human capital of women is higher than that of man,
the decline rate of the marginal return of the human capital investment of women is
faster than that of man. Finally, the Human Capital Theory have a hypothesis that
women's opportunity cost of education is lower than man's, it means that the return
of the human capital investment of women is lower than that of man..

2, That the eamings of man is higher than that of women in the same
educational category is there are “ Gender Rent ”. To answer “the second set of
questions ”, we should study “ the Gender Object of Human Capital Investment” and
* the Human Environment ™. It is a new issues of the Human Capirtal Theory. So far,
the Human Capital Theory believe that the object of human capital investment is
homogenous before the investment, that anybody can get the return of the
investment, ziso, that the quantity of retum is only correlative with the quantity of
investment, not correlative with the quality of the object of human capital
investment. but the Human Capital Theory of Gender believe not. The object of
investment can be divided into the human object and material object. To invest in
material object, the investor will choose a better object of investment, different
object will bring different return of the mvestment, so do the human capital
investment. The object of human capital investment is people . People are different,
they have different nature of sex, age, appearance, health and intelligence, etc. they
also have different social characteristics, such as occupation, nation, faith and
education, etc. Actually, the quantity of return is not only correlative with the
quantity of investment, but also correlative with the quality of the object of human
capital investment. The traditional Human Capital Theory represented by Schulz and
Beker didn't pay attention to the object of human capital investment, while the
Human Capital Theory of Gender is very interested in the object of human capital
investment, especially , in the human nature of sex. '

Man and women are different physically and mentally. In order to show the
new thought of the Human Capital Theory of Gender, let's assume that man and
women have no difference mentally. We only focus on the difference of man and
women in body structure , physical mechanism, reproductive mechanism, caloric
effect and toxin effect. Physical difference is only mean difference, not mean
superior or inferior, Whether the difference mean superior or inferior should be
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judged-under the circumstance of certain * Human Environment ”. “ the Human
Environment ” is the environment under which the value of human capital be
realized, it include “the environment of labor tool”, “the environment of working
surrounding”, “the environment of working institution”, “the environment of
occupation and industry” and “the environment of reproduction ”. For example, only
in the working environment that need physical power, the physical power can turn
into working capacity. Only in the “working institution” that the worker have to
work consecutively and synchronously, the maternity leave of women can be a
negative effect t0 the employer. the working capacity which turned from physical
power can be named “innate working capacity”, whereas, the working capacity
which come from education can be named “acquired working capacity”.

With the same “natural gift” of women, for example, their “innate working
capacity” compare with that of man will be higher in the office than in the coal mine.
To evaluate the “natural gift” and the value of human capital under the circumstance
of certain * Human Environment ” is a new idea of the Human Capital Theory of
Gender.

As a common knowledge, man's physical power is higher than women's.
Under the present * Human Environment 7, the physical difference of man and
women will become the difference of working capacity, it means that man’s innate
working capacity will be higher than women’s. the compensation of man of course
will be higher than that of women. The gap benween man and women can be called
*“ Gender Rent ”. Thus, we can answer the * the second set of questions ”: that man
tend to earn more than women within each educational category is because of the
*“ Gender Rent .

The * Gender Rent ” reflect the average gap of the “innate working capacity”
between man and women.

3, Because change of the “ Human Environment ” the gap of human capital
investment between man and women is narrowing. From agriculture society to
industrial society, from traditional industrial society to modem industrial society,
from modern industrial society to post- industrial society, the “ Human
Environment ” is impi‘oving. Firstly, labor tool is changing from stone implement to
ca{rpentry, bronze ware and ironware, manual labor tool have been instead by
steamer and computer. Secondly, the structure of industry is changing from
agriculture to manufacture and service industry. Thirdly, The working surrounding is
improving, the working surrounding is comparatively bad in the early industrial
society, along with the changing of product, equipment and technology, along with
the improving of the labor protection institution, the working surrounding become
better. Fourthly, working institution become more flexible, intermittent working
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become more acceptable especially in the model of “informal employment”.
working day and working hour is shortening” Furthermore, the equipment of
“Small Office and Home Office” appear in the market recently, internet become
popular i the developed countries, accordingly, working at home become a possible
selection. Finally, big family have been replaced by small family, the member of
family and the hour of housework is decreasing. The changing we mention here
make the physical power and the *“four period” (the period of menstruation,
pregnant, reproduction and lactation) of women lost its economical significance
gradually, sothe gap ofthe “innate working capacity” between man and women is
narrowing, the “ Gender Rent” of man is lessening. So, that narrowing of the gap of
human capital investment between man and women is because changing of the
“Human Environment ”

From the angle of the Object of Human Capital Investment to prove the
Human Capital Theory of Gender.

From the angle of the object of human capital investment also can prove the
Human Capital Theory of Gender. The education (human capital investment) is not
ke only way 10 determine the working capacity or the samings. Physical power,
mentality and the value of working are also the elements to determine the working
capacity or the eamings besides the education, Man and women are different in
physical power, mentality and the value of working. so man and women are different
‘as the object of human capital investment. Even in the same educational category,
women will earn less than man since they are different in “ comprehensive
WOrKing capacity”.

Other paradigm about the gender difference in economics

Before the Human Capital Theory of Gender, there are many paradigms on
gender difference in economics, such as the Theory of Labor Supply and Demand,
the Human Capital Theory, the Theory of Gender Discrimination, the Theory of
Market and Occupation Segregation. the Marxism Economics, the Feminism
Economics and the Comparative Worth.

‘There are some misunderstanding 1o the Marxism Economics on the issue of
women's employment in the circles of women's study in China. Along with the shift =
from central planning economy t6 marketing economy in China, it is nature that
some redundant female employees Wwill

* come back home” and retreat from the labor market. It did not conﬂlct with
the principle of the Marxism.



Women's Employment in China

The gender gap of the labor participation rate and wage rate in China is much
smaller than the average level in the world. Women's labor participation rate is
much higher than the average level in the world. The reason is not that the “ Human

Environment ”, such as “the environment of labor tool”, “the environment of

working surrounding”, “the environment of working institution”, “the environment
of occupation and industry” and “the environment of reproduction 7, in China is
*“ better” than it is in the most of the country in the world. It is the system of the
central planning economy and the life long employment that make the women’s
labor participation rate in China be such high.

Along with the shift from central planning economy to marketing economy,
especially the change of the life long employment system, the situation of women's
employment are different now. We have seen that ** Women come back home” in
Dagiu Village, that women are more difficult than men to find job in city,
“Intermitted employment of women”, the higher percentage of women in laid-off
workers, and that the gap of wage between man and women become wider. From
many investigations on the event of laid-off female worker, we didn't find the
gender discrimination in evidence.

Women's employment m China will still be hard in 20-30 years. Expert
- forecast: there will be extra 2-3 millions employment opportunity every year after
we join in the WTO. But at the beginning 2-3 years, some industries will have a hard
time, the rate of structural unemployment will increase, alongside of the new labor
in the city, laid-off worker and the surplus labor from the rural area, employment
problem in cities will be very hard. In the period of “the Tenth Five”, the gross labor
supply m city will probably be 52 millions, there are large number of surplus labor
from the rural areas in addition. On the demand side, there are only 40 millions of
job. The registered rate of unemployment in urban areas may exceeded by 5%.Since
the labor supply , especially the female labor supply is higher than the labor demand
in China, along with the deepening of the economic reform, the improving of the
institution in modem enterprises, the disappearing of the labor market segregation
between urban areas and rural areas and the establishing of the social security, -the
unemployment rate of women will be higher than that of man, and the wage gap
between man and women will become wider.

In the process, the government should guarantee the fair competition between
man and women in the labor market, ensure the social security to women. It will rely
on the institution of distribution to realize the individual economic value, it will rely
on the institution of redistribution to realize the individual social value. The social
security is the institution of redistribution. The government should establish a good
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institution of social security to realize women's social value and to ensure the basic
living for women. -

Social Security for Women

The institution of social security for women include the Maternity Insurance,
the Regulation on Labor Protection for Female Worker, gender relation in the
pension insurance, etc. |

As a developing country, the maternity insurance in China is good, especially in
the early establishing of the People's Republic of China. The maternity insurance
in China is changing from the enterprise insurance to the social insurance of polling
the cost, in the process, there are some problems, the government may loosen its
supervision to enterprise insurance since the government pay close aitention to
extend scope of coverage of the new matemity insurance; the enterprises mav
neglect the maternity insurance since the enterprise have been independent from the
government and they will take the financial responsibility for themselves. The main
problem in the matemity insurance of China at present is below: some old
enterprises have cancelled the maternity insurance; some new enterprises didn't set
up the 1‘.131*31'1:&3' insurance; the female worker who bearing baby have 1o ke long
maternity leave: some female workers  couldn’t get the full maternity insurance, etc.
so the govermment should strengthen the supervision. The institution of matemnity
insurance for worker involve the relations berween women and man, women and
enterprise, women and government, pregnant women and non- pregnant women.
The aim of the maternity insurance for worker is to ensure the right of fair
employment, is not for “mother and baby”. The maternity insurance for worker is
different from the maternity insurance for all citizens. That the people covered by
the maternity insurance for worker of course include male workers is often ignored.
“Parental Leave” and “Patemity Leave” are popular in OECD country, man should
take more responsibility in taking care of children and undertaking the sterilization.
The maternity insurance should also concern the interest of the enterprise and the
country, as well as the interest of the women, so the regulation in matemity
msurance should formulate obligations for women, should formulate reasonable
qualification of paying. The level of the maternity insurance should acconimodate to
the situation of our country, and be balanced to the level of the pension insurance, to
the level of the unemployment insurance and to the level of the minimum livelthood
security. . _
The Regulation on Labor Protection for Female Worker in China protect female
workers effectively. Along with the maternity insurance ,the Regulation have a
positive function in raising the women's labor participation rate in China. The
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Regulation on Labor Protection for Female Worker in China had been destroyed
during the period of *the Culture Revolution”, the Regulation on Labor Protection
for Female Worker in China is facing challenge in the period of shifting the
economic system from the central planning economy to marketing economy. China
is a developing country, the level of the Protection should accommodate to the level
of the economic development in China, we suggest that the welfare facilities for
mother and children ( such as nursery and kindergarten) should be socialized; that
pooling the cost of the Labor Protection for Female Worker, just like pooling the
cost of the maternity insurance, or pooling the cost of the Labor Protection for
Female Worker and the cost of the maternity insurance together.

The regulation in pension insurance should also pay attention to the benefit for
both man and women. Since the man's labor participation rate is higher than the
women's labor participation rate, the-man's eaming is higher than women's earning,
and the women's life expectancy is longer than the man's life expectancy, when the
regulation in pension insurance be re-designed the government should give full
consideration to the interest of both man and women. There are two criteria to judge
the regulation in pension insurance 1f it is just in the area of gender equality, firstly,
the pension insurance should undertake the risk of longevity for both man and
women, secondly, the gap of the pension between man and women should be smaller
than the gap of the earning between man and women. The pension insurance of
China didn’t in accordance with the criteria we mentioned before, it has to be
revised. At present, the reform of the organ of the government is in progress
nationally, that “ the gap of the statutory retirement age between man and women”
invoke a sympathetic response among the female officials, they are afraid it has a
negative effect to women. The statutory retirement age of man is at least 5 years
longer than that of women in China, but the condition for the full pension which ask
for 35 years of the employfnent age, is the same regardless of man or women., it is
unfair to the female officials. The condition should be revised by the government.
The statutory retirement age of man and women is related to the interest of man and
women, the government, the enterprise and the individual, it is also related to the
social justice and the economic development. The government and some female
employees will take the advantage of raising the statutory retirement age of women,
while it is to the disadvantage of the enterprise and other female employees by
raising the statutory retirement age of women, thus, whether the statutory retirement
age of women should be raised or not, the government should ask for the enterprise
_ and some women who are not willing to raise the retirement age.
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