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A Study on the Measurement of China’s Wage

Marketization and Its Influencing Factors
FANG Fugian', SHAN Shuang”

(1. School of Economics, Renmin University of China;

2. Policy Research Center, Ministry of Housing and Urban-Rural Development of the People’s Republic of China)

Abstract: The marketization of labor market, which is measured by wage marketization, is an im-
portant benchmark of that of an economy. This paper uses the CFPS data in 2014, 2016, and 2018
to estimate the degree of China’s wage marketization as well as its distortion through stochastic
frontier analysis (SFA), and analyzes the factors affecting China’s wage marketization. The results
show that the degree of wage marketization in China is about 64% in this period, and it is lower in
low-income groups and higher in the groups of male worker, non-agricultural registered resident,
non-state-owned sector, and employee in the eastern part of China. Of the factors of gender, house-
hold registration type, employment sector, and working location, employment sector has the lar-
gest impact on the degree of wage marketization.

Key words: Degree of wage marketization; Distorted wages; Influencing factors; Employment sec-

tor; Stochastic frontier model
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