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City Size and Wage Premium for College Graduates
Guojun Cai  Guoying Deng

Abstract: Cities with different size usually have different wage levels which may stems from ability sorting
living cost differences or urban agglomeration economy. Using a survey data of Placement and Ability of
Chinese College Graduates graduated in 2008 this paper empirically analyzes the wage differentials between
different levels of cities and tests the reasons for that. We find that the above hypotheses can to different
degrees explain the wage premia in municipalities and sub — provincial cities compared to prefectures
especially the agglomeration economy and the living cost difference which is different from the facts that
ability sorting and urban agglomeration effects are important in developed counties. The robustness checks
further support the above arguments.
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