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CHAPTER THREE

Market and Gender Pay Equity:
Have Chinese Reforms Narrowed the Gap?

Philip N. Cohen and Wang Feng

In the process of creating wealth and poverty, China has also simultaneously
created a new social and economic structure under which rewards and pen-
alties are assigned. One important component of the changing social struc-
ture is the relationship between men and women. Pursuing gender equality
was one of the main goals and achievements under socialism, but it is no
longer high on the policy agenda of the postsocialist state.! Instead, alloca-
tion of resources and rewards is increasingly left to the economic market,
which many presume will result in more efficient allocation of resources as
well as a greater degree of equality in the long run. Almost three decades af-
ter the start of China’s transition away from the socialist planned economy,
the time has come for assessing changes in gender equality.

Gender inequality manifests in numerous forms, and changes in gender
dynamics should not be generalized in a simplistic way (Whyte 2000). The
focus of this chapter is economic inequality, as seen in reported income in-
equality at work, among China’s officially registered urban population.? We
first examine the trajectory of gender income inequality, and then ask what
role the emerging market economy has in the development of this inequality,
as seen in income trends on the one hand, and variation between cities at
different levels of market development on the other.

The market transition, as it has been called, does not necessarily in-
crease or decrease the level of inequality (Parish and Michelson 1996; Walder
1996). Instead, it alters the context of the production and reproduction of
inequality, which in turn results in changes in the level and trends in in-
equality. Although we will show growing gender inequality in China, several
Eastern European countries provide a counterexample, in which market re-
forms did not result in worsening gender income inequality, in part because
educational and occupational advantages women accrued under socialism
were more highly rewarded after market reforms (Heyns 2005).

Chinese society at'the turn of the twenty-first century presents an ideal
setting to examine the role of economic change in gender inequality. Eco-
nomic reforms have resulted in the coexistence of an emerging private sector
and the older, state-owned economic organizations. This hybrid provides

37




Philip N. Coben and Wang Feng

38
s between two

| experiment for comparing inequality pattern
g the same historical period. In

n the same society durin
y of a socialist stratification

other words, it allows us to observe the legac
ergence of a new system of gender inequality 1n
na, while operating

¢ and to detect the em
ning state sector in Chi
pects still rep-,

regim
the market economy. The remai
w than it did during the Mao years, in sOme res
s transition in the last two decades

differently no
resents the legacy of that system. China
thus provides an opportunity to reexamine the old claims that the socialist
state offers better protection for women and the new claims that the market
is a more equitable adjudicator. Such claims would be supported if in the re-
cently created non-state-owned sectors there is less gender discrimination.
This chapter is organized as the follows: first, we present trends in in-
er a fifteen-year period, between 1986 and 2000. Second,
{ the emerging market by focusing on gender differ-
nt contexts of gender economic inequality: OWn-
d industries. Third, we use data from a cross-
antage of variations across the country
ly, we discuss the implications of our

gender inequality.

almost a natura
economic sectors i

come inequality oV
we examine the role o
ences within three importa
ership sectors, occupations, ar
section of cities 1n 1999, taking adv
in the role of the market economy. Final
analysis for a comparative understanding of

ONE- AND ONE-HALF DECADES OF GENDER INEQUALITY
that there have been steep increases In

(e.g., Chapter 7 in this volume),
s in economic gender inequal-

rvey data collected for urban China in 1988 and
(2003) find “no jongitudinal change .nor
pin earnings.” At the same time, hOW-
and occupational segregation during

d note that such changes are, «gccurring largely only in
ots a market-driven increase

(1107). This sugge
lity, which is consistent with the evidence we

o the general consensus
in urban China after 1980
¢ with regard to change

In contrast t
income inequality
there is no agreemen
ity. Using multiprovince st
1995, for instance, Shu and Bian
ariation in the gender g2

city-level v
t increased educational

ever, they repor
this time period, an
the most marketized cities”
in economic gender inequa

present below.
We use data from China’s annual Urban Household T
A conducted by China’s National: Bureau of Stat
y data for the urban population in three provinces:
contains over 4,000 urban

uangdong. This dataset
m more than 2,500 urban households scattered

s in these provingces.

in the three provinces, t
quality in mncome. In Fi
Jty between 1986 and 2000, in

ncome and Ex-
penditure Surve istics. Spe-
cifically, we use surve
Liaoning, Sichuan, and G
employees for each year fro
more than two dozen citie

here has been

gure 3.1

across

Among urban Chinese employees
ward worsening gender ine
the gender income pena

a clear trend to
we present trends In

04
T~
i
Qo
S5 10l
8=
B E
oo
£
FE ~15
° g 15
g
g%
_= -20 4
25 +

—
1986 1987

Figure 3.1. Gendes

terms of percenta
in annual income.
on statistical anal
income determina
crimination in inc
income disadvant:
ity, same educatic
and working in th
In less than a

7.3 percent in 19
1990s, to over 1!
a gap in the degrt
income, with the
of deterioration 1
which the state us
pay as men in the
ist state had more
gender gap was «
This represents a

perfect one, given
1993, the gap in

percent, contribw
income in the 19!
a shift toward a b
in the workplace:




~ween two
period. In
atification
:quality in
operating
s still rep-
7o decades
1e socialist
-he market
fin the re-
nination.
ends in in-
10. Second,
Wder differ-
ality: own-
M a Cross-
he country
ions of our

Y

ncreases in
iis volume),
ler inequal-
n 1988 and
change nor
time, how-
tion during
gely only in
ren increase
-vidence we

me and Ex-
itistics. Spe-
2 provinces:
1‘,000 urban
ds scattered

ere has been
n Figure 3.1
ind 2000, in

39

Market and Gender Pay Equity

0

B- -5

B

g%

38

v 2 -10

2

¢ E

o [>3

=2

39 -15

o B

£

gz ;

= ~20 == Total income

—{1- Base wage

A Other labor income

994 1995 1996 1997 1998 1999 2000

1989 1990 1991 1992 1993 1

1986 1987 1988
Year

Figure 3.1. Gender penalty in income, urban China, 1986-2000 (adjusted)
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by which an increasing share of the urban labor force is now employed in

non-state-owned organizations.

CHANGING CONTEXTS OF INEQUALITY

Inequality is an outcome of socially and economically structured processes.
Institutions, not individuals, structure and sustain inequality. Individuals
participate in the process of generating and maintaining inequalities as social

actors in accordance with their personal interests and preferences (Killings- *

worth 1983). But individual actions alone, if not organized and institution-
alized, hardly matter in the long run for creating and sustaining inequalities
(Tilly 1998). This is particularly the case with the most long-lasting and
permeating form of inequality in all human societies: the inequality between
men and women (England 1992). Thus, understanding the economic and
institutional contexts of gender and work is crucial. To place the worsening
gender income inequality of postsocialist urban China in its proper context,
we briefly describe the gender composition of ownership sectors, occupa-

tions, and industries.®

Under the socialist planned economy, the state-owned sector was privi-
leged over the collectively owned and private sectors, with better rewards
for employees (Naughton 1997; Wang 2008). Throughout the decade of
our study, women consistently outnumbered men in the collectively owned
sector of the economy, where average incomes were 20,to 30 percent below
the overall mean. In contrast, the sector that had the highest average income
was that labeled “joint-venture,” in which average incomes were 40 to 80
percent higher than the overall mean—and in which women held a declining
share of positions over the 1990s. The changing gender composition across
economic sectors provides a glimpse into the emerging new contexts of gen-
der inequality in the economy.

Gender segregation across sectors contrasts with occupational segrega-
tion (Bauer et al. 1992}, which in China is low by international standards,
and remained relatively constant over the 1990s. Based on broad occupa-
tional categories, only 15 to 17 percent of men or women would have to
change occupations to achieve an equal gender distribution. In comparison,
we calculate the U.S. level of segregation in 2003, based on 10 major oc-
cupation groups, at 45 percent (U.S. Bureau of Labor Statistics 2005). De-
tailed examination of major occupations shows that women were especially
underrepresented among senior engineers and profe’ésionals, and low- and
middle-level government officials (cadres)—the three occupations with the
highest average incomes.

Finally, gender segregation by industry is persistent in urban China. Chi-
nese reforms have led to a drastic industrial reorganization, with industries
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favored under the planned socialist industrialization (such as manufacturing
and mining) no longer paying premium wages, while others (such as bank-
ing, telecommunication, and real estate) have gained prominence. Women
remain concentrated in health and social welfare services—in which incomes
fell to below the overall average in the second half of the 1990s—and under-
represented in science and technology. The science sector had no more than
40 percent female workers by the late 1990s, and workers there had incomes
more than 20 percent higher than the national average.

In some ways, this picture of economic gender segregation is familiar
to those who study gender inequality across societies, with concentrations
of women in lower-paid, lower-status positions—albeit with less segrega-
tion than was seen in capitalist market economies. However the emerging
segregation by ownership sector is particularly interesting given women’s
low representation in the highest-paid sector of joint-venture businesses. In
the next section, we assess the effect of this segregation on the income gap

between men and women.

HAVE MARKET REFORMS WIDENED THE GAP?

At the end of the 1990s, following two decades of economic reforms and
the evident rise in gender economic inequality, how can structure or context
be used to explain increasing inequality? In particular, while gender pay in-
equality has increased over the course of market reforms, have these reforms
themselves changed the structure of gender pay inequality?

To address these questions, we turn to a larger dataset, a survey of ur-
ban households in China’s 35 largest cities conducted in 1999 by China’s
National Bureau of Statistics. This survey included all provincial capital
cities of China, plus a selected few other large cities that experienced rapid
economic growth, such as Shenzhen, Xiamen, Qingdao, and Dalian. The
sample consists of 150,251 individuals from 48,801 urban households, of
which about 65,000 individuals are currently employed and are used in
our analyses of income inequality. In this section, we focus on the effects of
ownership sector, occupation, and industry contexts on gender inequality.
In the next section, we examine the effect of market economy development

by modeling city-level variation.

Ownership Sector, Occupation, and Industry
Results from the national survey of large cities mostly confirm the gender seg-
regation patterns described in the previous section based on data from three
Chinese provinces. As shown in Table 3.1, women are overrepresented in
the collectively owned sector, which also has the lowest mean earnings of all
sectors. Similarly, women are seriously underrepresented in the high-paying




TABLE 3.1

Descriptive statistics, wrban housebold survey, 1999

MONTHLY INCOME
{RMB YUAN)

N Yo Mean S.D. % Female
FEducational attainment
University 6,873 10.5 1,157 1,308 35.1
3-Year college 10,971 16.8 996 1,679 44.9
Vocational school 6,860 10.5 853 2,491 51.0
Senior high school 17,666 27.1 797 1,482 45.5
Junior high school 19,055 29.2 701 1,193 41.2
Elementary school 3,305 51 612 609 46.0
Other 493 0.8 605 760 56.0
Ownership sector
State 41,276 63. 811 752 41.8
Collective 6,469 9.9 567 595 55.6
Other organization 3,837 5.9 1,123 1,094 47.2
Individual/owner 6,999 10.7 1,184 4,050 41.9
Individual/employee 4,592 7.0 710 1,105 43.8
Post-retirement hire 639 1.0 1,056 752 43.5
Other 1,411 2.2 574 1,004  45.8
Occupation
High level official 176 0.3 1,351 627 74
Mid-level official 1,779 2.7 1,227 1,315 17.3
Low-level official 4,038 6.2 1,048 921 29.1
Senior professional 1,498 2.3 1,197 1,165 314
Mid-level professional 4,348 6.7 1,069 1,346 432
Low-level professional 3,069 4.7 909 794 55.2
Technician 4,566 7.0 388 1,054 485
Staff members 9,533 14.6 873 929 49.0
Commercefservice workers 13,955 21.4 790 1,961 55.5
Agriculture related workers 227 0.3 770 746 42.7
Industrial workers 19,484 29.9 663 1,598 37.0
Military personnel 319 0.5 1,010 461 13.8
Other 2,231 3.4 790 2,783 446
Industry
Agriculture related 532 0.8 782 751 37.8
Mining 245 0.4 725 727 36.3
Manufacturing 16,783 25.7 667 920 41.9
Power, gas and water supply 1,743 2.7 897 550 33.6
Construction 2,501 3.8 888 1,251 27.5
Geological survey/water management 484 0.7 726 513 33.1
Transportation/telecommunication 6,004 9.2 971 1,514 30.6
Commerce, food services 13,602 20.9 854 2,661 52.5
Banking, insurance 1,878 2.9 1,133 879 50.5
Real estate 694 1.1 1,123 900 38.0
Social services 4,711 7.2 784 879 48.9
Health, social welfare 2,585 4.0 861 564 61.8
Education and media 4,657 7.1 903 839 53.7
Science research 1,832 2.8 1,023 1,437 37.2
Party, government, other organization 4,825 7.4 949 682 33.5
Other 2,147 3.3 757 1,952 43.6
Total 65,223 43.7
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occupations of officials and are overrepresented in low-level professionals
and service workers, which are among the lowest-paid occupations. Women
are overrepresented in food service industries and in social welfare services,
which are low-paying industries. :

The relationship between gender composition and average monthly earn-
ings by sector, occupation, and industry is shown by the scatterplot in Figure
3.2. Occupation shows the clearest relationship between gender and earnings

(¢ = =.72), followed by sector {r = =.5 0); industry shows no overall correla-

tion. In addition, not shown in this figure, we also observe a disparity in edu-
cational attainment by gender. Among urban Chinese, the ratio of university-
educated employees between men and women is roughly two to one.
Ownership sector, occupation, and industry all serve as important con-

texts for gender pay inequality at the turn of the twenty-first century in
urban China. Across the board, female urban Chinese employees earned 22
percent less than their male counterparts. This is shown in the first model
of Table 3.2, which presents results of regression analysis, using the natural
log of income as the dependent variable (the regression coefficients can be
read as roughly the percentage difference in income). When variables rep-
resenting the contexts of genaer income stratification are introduced into
sis, we observe that combined they reduce the magnitude of the
female pay penalty by about 22 percent, from —.2198 (Model 1) to —.1735
(Model 6). In other words, about one-fifth of the overall gender inequality
in income can be accounted for by ownership sector, occupation, industry,
and personal characteristics such as age and educational attainment.
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TABLE 3.2
Effects of gender and other factors on iCOME, wrban China, 1999 (OLS results, Ln income)

J————

MODEL I MODEL 2 MODEL 3 MODEL 4 MODEL § MODEL 6
e PELE e T I S SR
b s.d. b s.d. b s.d. b s.d. b s.d. b s.d.
\\\\!\1\\\&\\1\\!\\\1\\\!\\\(\\\\\\\1\\\1\\\\
Female -.220 .006 -208 005 -.194 005 =215 005 -179 005 ~-174 005
Age 012 002 020 .002 031 002 022 002 034 002 027 002
~.00008 .00002 -.00016 .00002 -.00028 . -.00022 00002 ~.00034 00002 -.00028 .00002

Agesqrd

Education A::ZQ&QHE?RDSV

3-year college — ~135 010 -133 .010 -.084 011 -.082 011 -.064 .010
Yocational school e 248  .012 -.238 .011 - 144 012 -126 012 132 011
Senior high school —_— -.385 .010 ~.380 .009 ~206 .012 -.188 011 -.188 .010
Junior high school — ~.520  .009 -.524 010 -.307 012 -.294 012 -275 011
Elementary school e 659 014 -.695 015 -431 017 —446 016 ~439 015
Other — 742 032 777 .031 ~.515 033 ~.529 032 497 .029

)

Ownership sector (state ownership = reference

Collective — — -252 .009 — -19%4 .009 -.209 .008
Other organization — — .304 011 — 351 .011 248 .010
Individual/owner — — 254 .009 — 333 011 347 .010
Individual/employee — — 005 011 — .061 011 .063 010
Post-retirement hire — 293 .028 _— 374 027 430 .025
Other : ~.145 019 -.142 018

Occupation {high-level official = reference)

Mid-level official — — — -.092 .052 -093 .050 -135

Low-level official — — - -173 051 ~174 . .049 -.261 045

Senjor professional — —_— — -124 .053 -.130 .051 -170 047
— — -198 .051 -211 .050 -273 045

Mid-level professional —

i R

Low-level professional

Technici _ _
i - - - H..Mw wm ;wmw 050 -339 046
sl 2wk - — — 248 051 =273 .mmw ‘wwm .wum
mercelservice workers — — _365 051 469 . - .
— - - . - 050 —.564
345 068 -301 068 480 Hmmm

Ara

470 n<n 519 045




Low-level professional
Technician

Staff members
Commerce/service workers
Agriculture related workers
Industrial workers

Military personnel

Other :

\ih\l.\\\\l\\l\\\ll]lkl\\\\l\x\\\lls\‘ll\l

Industry {agriculture related = reference)

Mining

Manufacturing

Power, gas and water supply
Construction

Geological survey/water management
1?mnm_uoHSmon\ﬁm_moopdaciomn._o:
Commerce, food services

Banking, insurance

Real estate

Social services

Health, social welfare

Education and media

Science research

Party, gov., other organization
Other

Constant
City
Adjusted R?

6.283

.032

.036

.036 6.158

145

.037

—245
-245
~.248
-.365
-.346
-~ 487
-220
-497

6.625

124

.060

-.260
-252
-273
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-301
-.439
-162
-493

.044
-.034
234
098
-.023
276
057
321
311
.083
120
.088
.088
097
-.020

6.246

183
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.042
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-.376
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-480
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.076
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TABLE 3.3

Effect of gender on income by sector, urban China, 1999
MODEL I MODEL 2
e
b s.d. b s.d.
Female -194 .00S -.147 007
Age 031 .002 .030 002
Age? -.000 .000 -.000 .000
Education {university = reference)
3-year college -133 .010 -.136 .010
Vocational school -.238 011 -242 011
Senior high school -.380 .009 -.381 .009
Junior high school 524 .010 -.524 .010
Elementary school —.695 015 ~692 015
Other -777 .031 -.763 .031
Sector (state ownership = reference)
Collective -252 .009 -.188 013
Other organization 304 011 326 .01S
Individual/owner 254 .009 323 .012
Individual/employee .00S 011 .067 .014
Post-retirement hire 293 028 318 .037
Other B -.243 018 -.183 025
Female * sector interactions (state ownership = reference)
Collective -.128 018
Other organization -.052 .022
Individual/owner -170 018
Individual/employee ~.146 021
Post-retirement hire -.078 .053
Other -138 036
Constant 6.158 .037 6.153 .037
Adjusted R? 145 .147
63167 63167

N

s shown in Model 2 of Table 3.3, the mar-
ded higher incomes (as seen in Model 1 of

Table 3.3, as well as in Model 2, as “main effects”) also did so more for
men than for women. Among all sectors of the economy, those in the state-
owned sector suffered the least gender penalty. Whereas women as well as
men in the emerging private sectors mostly enjoyed higher incomes than
those in the state-owned sector, and especially more than those in the collec-
tive sector, the gender difference is smallest in the state-owned sector. Com-
pared with employees in the state-owned sector, the gender pay gap between
women and men 1 about 5§ percent more pronounced for those working in
joint-venture companies (“other organization”). The gender penalty is es-
pecially noticeable for those listed as private business owners or employees,
where the difference from those in the state-owned sector 1 17 and nearly

terms are added to the model, a
ket sectors that In general provi
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¢ results therefore suggest that among the sectors

15 percent respectively. Ou
s the least discriminatory-.

of the existing mixed economy, the state sector
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Because market economy development has been unev
mine how China’s

can take advantageé of regional variation tO further exa
development patteri might be associated with gender inequality (Shu 20053
Shu and Bian 2003). We assess the pattern of inequality across 31 of the cit-
ies in the 1999 data (four cities were excluded because of missing data). This
itly contextual approach, in that local development
ed to model gender inequality for all workerss in
directly employed by for example, joint-venture

analysis takes an explic
levels and patterns are us
the sample, not only those
organizations.

We combine data collected on individual wor
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capita foreign direct
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sion analysis
the economy (per capita gross domestic product), per
investment, and the recent rate of economic growth (1998 GDP per capita
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and given the rapid pace of urban development in the
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However, these models fix the effects of the control variables across cities.
They also permit us t0 decompose the variance in incomes into that which
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city means.?
One of the unique utilities of the models we employ here is that W€
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1. wrant to which incomes vary between rather than

Hierarch

Intercept
Population (Ln)
GDP / capita (Ln)
FDI / capita (Ln)

Gender wage effect

Population (Ln)
GDP / capita {Ln)
FDI / capita {Ln)
GDP growth 1992

Variance component

Intercept (Tp)
Female

Level-1 variance (
Intra-class correla

e —

+p<.10;°p<405;’

within cities. F
for income acr¢
cent (Cohen an:
than in the Un
her other char:
development a
(Wang and W
individual cha
remaining vari
If what cit
ers, how does
The bottom p¢
in the effect o
versus Model
discussing hos
gender gap in
men and wor
income), deri
gender coeffic
women have
low of less th



g the sectors
riminatory.

ss China, we
how China’s
iy (Shu 2005;
31 of the cit-
1g data). This
development
il workers in
joint-venture

in the regres-
ize, the size of
foreign direct
DP per capita
1 good indica-
opment in the
uately identify
s. Further, for-
1t employment
y.7 As a test of
ation in the ef-
naracteristics.

within cities—
ad Bryk 2002).
r to estimating
‘hen examining
ents that result.
£s across cities.
into that which
occurs between

here is that we
¢ between cities
I-level variance,
1e proportion of
1s the intra-class
, we calculate an
stantively impor-
ween rather than

49

Market and Gender Pay Equity

TABLE 3-4
» models for total income (Ln)
and city characteristics

on individual

Hierarchical linea

Intercept
Population (Ln) — — — .
GDP / capita {Ln) — — — 4037 397
FDI1/ capita (Ln) — — — -.005 .002 -.013
GDP growth 1992-98 — — -.081"
Gender wage effect -227 e
Ppopulation (Ln) — — —_— 0247 011 011
GDP / capita (Ln) — —_ — ~.068" -.051" ~.043*
EDI/ capita {(Ln) — — — 015 016" 015
GDP growth 1992-98 —_ — — — — -.004
Level-1 controls None  Age only All Age only All All
Variance components
Tntercept (Tg) 047 046 049 019 019 017
Female .0009 0008 0004 0002 .0002 0003
328 326 256 326 256 256
5.4% 7.0% 61%

Level-1 variance (6%
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The bottom panel of Table 3.4 shows that one

in the effect of gender 18 explained by all the individual controls (Model 3
of variance cemains.” Before

versus Model 2). Howeven a significant amount
l.}discuss'mg how the models predict that variance, let us illustrate the “net”
‘gender gap in income across cities. Figure 3.3 shows the 1€
men and women (expressed by women’s income as 2 percentage of men’s
income), derived from empirical Bayes estimates of the intercept and level-l
gender coefficient for each city, net of 'md'widual—level controls. We see that
women have a high of g7.1 percent of men’s iIncOMe in Zhengzhot, and a
low of less than 82 percent in Yinchuan and Fuzhou. In the figure, W€ plot

ome gap between




Philip N. Cohen and Wang Feng

wn
o

88

37 gZengzhou
@ Shenyang
86 W 1Chong‘qigg Kian @Shijiazhuang
@Xining ulumuogi g ... Haik . @Han zhou
85 Lan.zhoug Hefei§Tlgl]m9 g} g Dalian ©
Taiyuan ‘Wuhan ® Qingdao Jinan

Harbin® Beijing e ®s_ ¢ Guangzhou
84 Changsha® Chengdu Shanghai

@ QChangchun @ Xiamen
Huhehaote ® ®

Nanchang Nanjing }
@Ningbo

83

82

@ Yinchuan

Women’s predicted income as % of men’s

81
10.0 10.5 11.0 11.5

9.0 9.5
Per capita GDP (Ln)

{empirical Bayes estimates, with

Figure 3.3. Gender gap in income, by city GDP
person-level controlst)
noTe: Data from 1999. Samples o

iControls include age, education, occupation,

s ages 18-70 per city.

£ 890-3,897 employed worker

industry, and sector.

nst logged GDP per capita. The scatterplot suggests a
d women’s relative

between economic development an

note that three of the cities with high incomes and
bo, and Fuzhou—are “special economic
ent for market-based reforms

ts that the level of economic

that gender gap agai
negative relationship
income. It is interesting to
large gender gaps—Xiamen, Ning
zones,” areas slated by the central governm
and outside investment.'? The figure sugges
development might help explain the pattern of gender inequality.

In the final three models we test whether the level of development
(GDP), the nature of development (FDI), and the pace of development (GDP

growth) are associated with the gender gap across cities, with population
sults are quite consistent across models. The stron-
P on the intercept. This shows that average
s with larger GDP per capita. Of
¢ in cities with higher per
come. However,

size as a control. The re
gest effect in the table is of GD
incomes are dramatically higher in citie
course, it is NOt SUrprising that incomes are highe
capita GDP, since GDP is essentially a measure of average in
the effect is almost unchanged when individual controls are added to the
model (comparing Models 4 and 5). Thus, the advantage of living in more-
developed cities does not occur only because workers there are more likely
to have higher education or work in better occupations, industries, or S€¢

tors. (We note, however, that Model 6 shows that this effect is tempered in

cities with rapidly growing economies, as there is a negative effect of GDP

growth on the intercept.)

In addition
greater gender _
women receive
cal GDP. In My
increases by .5¢
of FDI is differ
models show tl

CONCLUSION

Postsocialist e
in one of the
tween female 2
growth have ¢
nese populatic
increased subs
is the income 1
Chinese emplc
sharply over r
in lower-paid
gender gap 1s ¢
more-developt
in cities with
At the sta
in China rece
ployees. By th:
percent. Some
and structural
into account
ployment, anc
penalty show:
increases in i1
female emplc
workers in ot
51 percent (L
What als
ity embedded
regime create
worsens. Woi
ranked occug
workplace by
market econc



imen

11.5

1ates, with

per city.

suggests a
n’s relative
comes and
economic
d reforms
economic

relopment
ent (GDP
cpulation
‘he stron-
t average
apita, Of
igher per
Jowever,
:d to the
in more-
re likely
5, Or sec-
pered in
of GDp

Market and Gender Pay Equity 51

In addition to raising the overall income level, GDP is associated with
greater gender inequality in income. The cross-level interactions show that
women receive approximately 90 percent of men’s benefit from higher lo-
cal GDP. In Model 6, for every one unit increase in GDP, average income
increases by .548 for men, but only .505 for women (.548-.043). The effect
of FDI is different, however. Although it has no effect on the intercept, the
models show that FDI is associated with a significantly smaller gender gap.

CONCLUSION

Postsocialist economic reforms in China have resulted in a clear reversal
in one of the proudest accomplishments under socialism: pay equity be-
cween female and male urban employees. Economic reforms and economic
growth have dramatically raised the standard of living of the urban Chi-
nese population, but have done so unevenly, as economic inequality also
increased substantially. Part of the overall increase in economic inequality
is the income inequality between women and men. In our analyses of urban
Chinese employees, we find that (1) the gender gap in income has increased
sharply over recent years; (2) women are consistently more likely to work
in lower-paid occupations, industries, and sectors of the economy; (3) the
gender gap is smallest in the state sector; and (4) the gender gap is larger in
more-developed cities. As a caveat, we note that the income gap is smaller
in cities with higher levels of current foreign investment.

At the start of full-fledged economic reforms, female urban employees
in China received on average about 15 percent less income than male em-
ployees. By the turn of the twenty-first century, the gap enlarged to about 25
percent. Some of this difference can be attributed to differences in individual
and structural characteristics of the female and male employees. After taking
into account gender differences in educational attainment, sector of em-
ployment, and occupational and industrial locations, the net gender income
penalty showed a similar rising trend, from 7 percent to 17 percent. These
increases in income inequality, while substantial, still place urban Chinese
female employees in a more favorable position in comparison to female
workers in other transitional societies, where the gap was as large as 37 to
51 percent (Domanski 2002).

What also has emerged is a new structure of gender income inequal-
ity embedded in both the old and the new. A segregation and stratification
regime created under the socialist planned economy persists and perhaps
worsens. Women concentrate in the less-privileged economic sectors, lower-
ranked occupations, and lower-paying industries. Gender segregation in the
workplace by occupation and industry is not dissimilar to that in capitalist
market economies, albeit at much lower levels.
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What sets China apart from capitalist market economies is the coex-
istence of a cemaining state sector and an emerging market sector which
structures the patterns of gender economic inequality. China’s economic
{ransition away from socialism has resulted in a hybrid economic systenm. By
the end of the 1990s, nearly 30 percent of urban employees in major Chinese
cities worked in nonstate and noncollectively owned sectors, i contrast to

rwo decades ago, when nonpublic sector employment Was virtually nonexis-

cent. Our study shows that the remaining state sectQr still serves as the most

benign and protective economic sector for women, at least regarding the
gender gap :n income. Such a patternt ;s also reported for the city of Moscow
in Russia and in 2 number of settings in Eastern European cransitional soci-
eties, such as the Czech Republic and Slovakia (Heyns 2005).

The newly emerged market sectorss contrary to the beliefs of some,
are in fact also the ones where the gender income penalty is more extreme
compared with the state-owned sector. Across major cifies in China, locales
with more vibrant cconomies and higher income levels on average also have
greater gender income inequality. Overall, these results suggest that the cre-
ation of a market economy has not been accompanied by 2 Jesser degree oOf
gender economic inequality.

It is premature for us to draw conclusions from our results in this chap-
ter about the mechanisms Or processes that led to the gender inequality pat-
tern we observe here. However, W€ consider some possibilities. Some schol-
ars have suggested that capitalism, because it rewards rational and efficient,
profit-driven decision making, is destined to undermine gender discrimina-
tion, which is based on ascriptive qualities and irrational biases (Jackson
1998). However, China has a cultural legacy of extreme gender inequality
which 30 years of socialist leadership could not hope to puree completely.
Therefore, increasing gender inequality may reflect that underlying dispo-
sition toward gender discrimination, which is only becoming more freely
expressed in the increasingly unregulated market. That argument would be
consistent with our finding that the state sector has the lowest levels of gen-
der discrimination.

Gender bias also could be expressed through an increasing tendency
to relegate women tO more nurturing roles, whether by families Of by em-
ployers.11 Increased economic uncertainty and less government assurance of
support (albeit in the context of rising incomes) could have two effects on
gender. Within urban families, some may be compelled to devote more of
their own resources to household—based care work, for example taking care
of sick family members. And in the urban labor market, a growing service
cconomy—in the nonstate sector—could pull women into nurturing roles,
where they earn lower incomes and have fewer opportunities for advance”
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ment. Our data are consistent with these explanations, but we do not have
sufficient occupation and industry detail to test this possibility.

Finally, we note that in everyday life, the reproduction of gender in-
equality in income takes place in a more confined and concrete context,
within jobs in specific establishments and labor markets. The inequality-
generating mechanisms or contexts discussed above—Iocal area, sector, oc-
cupation, and industry—only serve as the broad contours for capturing the
overall structure of gender inequality. Ideally, we would be able to study pat-
terns within specific establishments. However, without such data, we may
create a proxy for jobs by examining groups of workers at the intersection of
occupation by industry by city, as has been done for U.S. data (e.g., Cohen
and Huffman 2003). One of the defining characteristics of China’s emerg-
ing market economy is the large variation in Jocal labor markets. Rates of
foreign investment, employment, economic growth, and change in standard
of living all vary dramatically from city to city. Incorporating such local
contexts, especially at the job level, should constitute the next step in un-
derstanding the mechanisms of rising gender pay inequality in postsocialist

urban China.




