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The Impact of Education on Income Difference in
Urban China

Changjun YUE

(Peking University)

Abstract: Based on Mincer Income Function and Chinese Urban
Household Survey data, which cover 29 provinces and cities in 1991 and
2000, this study investigates econometrically the main factors that had
significant impacts on the enlarging income gaps among Chinese urban
labors. The regression results and statistic estimates show a few findings:
First, the Mincerian rate of return to education has a remarkable rising
trend in the 1990s. The higher the education level is the bigger the rate of
return education is. Second, the education has remarkable impacts on
individual income, but it is not the key factor. Besides the education,
other factors such as industry, region, and so on, are also playing very
important roles on income. Third, only the graduates of higher education
have significant capacity of inter-region occupational mobility, and
through which individual income could be increased. Finally, under the
current level of tuition, the net revenue of investment on higher education
IS positive, and the total revenue could reach a very high level if the
indirect revenue of higher education is also considered.
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