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Human Capital and Huji Discrimination.
An Analysis Based on Enterprise Employee Data in Zhejiang
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2. College of Economics, Zhejiang University, Hangzhou 310027, China)

Abstract: This paper uses the latest enterprise employee data of Zhejiang Province to examine the
impact of human capital on the huji discrimination. We find that 80% of the total urban-rural
wage differentials can be interpreted by the differences of individual characteristics and 20% by
the effects of the discrimination. We also divide our samples into three groups. which are
secondary school, high school and college workers, to find out which group is prone to
discrimination in the labor market. We find that discrimination mainly occurres in the high school
worker group, for which the discrimination portion is up to 45. 9%, while the numbers for the

secondary school and college groups are —2. 0% and 29. 5% respectively. So the assumption that
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education can reduce the unexplained gap is not approved well in China’s urban-rural labor
market. We propose another compensation supposition that high school workers are faced with
more occupational competition in the labor market and some of them have to accept wages lower
than the local residents. Because of migrant worker shortage, migrant workers with lower
education do not have to experience fierce competition and are not deeply affected by
discrimination. Furthermore, this finding indicates that to establish equal environment is the key
measure to eliminate the huji discrimination and wage differentials.

Key words: human capital; huji discrimination; wage differentials
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