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The Social Capital and Wage Income Differentials between Urban Workers and

Rural Migrants: Based on Improved Oaxaca-Blinder Decomposition

CHENG Cheng ZHANG Shun
(School of Humanities and Social Science Xi’ an Jiaotong University Xi”an 710049 China)

Abstract: Based on Jsnet 2009 dataset this paper points out that social capital can also
determines the wage income differentials between urban workers and rural migrants in China.
Using Oaxaca-Blinder decomposition technique we found that the wage gap between these two
groups can be totally explained while taking social capital index variable into Mincer wage income
functions. Rural migrants are often with relative poor social capital which can explain a quarter of
wage income differentials between these two groups. But migrants could also get more wage income
than urban workers because of higher return of social capital to migrants. Some advices of easing
wage gap are proposed after explained the dual phenomenon of lack of social capital and high

return of it.
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