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Abstract

This paper contributes to the assessment of China’srural labor markets. According to our
data, the increase in off-farm employment that China experienced during the 1980s and
1990s continued during the 2000s. Our analysis showsthat migration has become the most
prevalent off-farm activity, although the destination of migrantsis shifting from outside of
one’s province to destinations closer to home. The present paper findsthat large shares of
male and female individuals, especially those under 40 years, are working off the farm.
These findings represent an important contribution to the labor economicsfield. Firgt, the
results of the present paper reveal that the labor transition from the agricultural sector to
the non-agricultural sector for key segments of China’srural labor forceisnearly complete.
Second, although a large share of China’s rural labor force work in agriculture, most of
these workersare older men and women (and likely would not be willing to take low-wage,
labor-intensive jobs). Third, therising unskilled wageratein Chinais partially a result of
thetightening of thelabor forcein theyoung age cohorts. Finally, dueto factorsassociated
with the one child policy and other demographic transition forces, successive age cohorts
will continue to fall in absolute number in the coming decade. Assuming China’s growth
continues, we expect to see further wage increases since it will take higher wages to coax
more workers to work off the farm.
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China’sRural Labor Transition

I. Introduction

Since the economic and palitical reformsbegan in Chinain the late 1970s, the nation has
experienced rapid economic growth. The expansion of therural economy hasdriven much
of this growth (Putterman, 1992; Perkins, 1994). Rural labor markets have changed
dramatically over the past 20 years and their emergence has contributed to the success of
therural economy (Solinger, 1999; West and Zhao, 2000; World Bank, 2001). Many observers
of China agree that the success of rural labor markets in helping to raise incomes and
productivity has been instrumental in therisein rural welfare (Parish et al., 1995; Rozelle,
199%).

However, the growth of rural labor marketsis important beyond itsrole in providing
rural residents with a meansto raise income (Stark, 1976; Todaro, 1976). For Chinato
modernize, the nation must rely on labor marketsto facilitate the shift from alargdy rural
popul ation to an urban population. Without well-functioning labor markets, it will bedifficult
for the primary mode of production to be shifted from agriculture to industry/service.
Hence, the question of whether or not rural labor markets have emerged in away that will
allow them to facilitate more effectively the transformati on of China’s economy isimportant
beyond the fact that off-farm jobs contribute to rural income.

Although many researchers have contributed to the debate, scholars do not agree on
therolethat rural labor markets have played in contributing to China’s economic growth.
Some researchers believethat significant barriers gill exist in China’s economy, and that
the absence of well-functioning rural labor markets has hindered growth (e.g. Meng, 1990,
1996; Benjaminand Brandt, 1997; Liu etal., 1998; Mallee, 2000). In contrast, othersbelieve
that rural 1abor markets are spearheading China’sdrive towards modernization (Cook, 1999;
Lohmar, 1999; Maurer-Fazio, 1999; Rozdleet al., 1999; Knight and Song, 2001; de Brauw
and Rozelle, 2008). The disagreement may exist, to some extent, because most previous
analyses consider only part of the labor market, focus on only part of the country or are
limited to a subset of questions about labor market performance. Perhaps due to the
magnitude of the questions, the bits and pieces that are found in the published literature
seem inconsistent or contradictory.

Oneof thereasonsthat we need toinvestigate how well China’srural labor marketsare
working is to help us understand another more immediate debate that israging in China:
Why is the unskilled wage rate rising? On the one hand, there are scholars who say that
thereare hundreds of millionsof “surpluslaborers” in rural Chinawho would be ready and
ableto enter thelabor market if |abor marketsjust worked better (Rawski and Meade, 1998;
Golley and Meng, 2011). According to thisargument, if China could just get labor markets
functioning well, in the coming years, wagesin Chinawould not necessarily rise that much
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and indugtrial restructuring would not have to occur in theimmediate future. In contrast,
there are others who say that the problem is not the absence of well-functioning labor
markets (Du and Park, 2006; Cai et al., 2008, Cai and Wang, 2010). According to these
researchers, rural wages arerisng primarily because a large share of those in the prime-
aged cohorts (from 16 to 35 years) are already employed in the off-farm sector. Moreover,
because of anumber of demographic forces, in the coming decades there will befewer and
fewer people entering thelabor force. From a poverty alleviation point of view, thisisgood
news. almost anyone in China who wants a job off the farm can obtain one. In fact, the
“problem” isthat labor markets are working too well.

Which set of researchersis right about whether or not China has abundant surplus
labor? While, as discussed above, there are several papers that attempt to address the
issue, few are systematic. Almost no paper seeksto provide acareful disaggregated account
of what segments of the rural labor market are working off the farm and where they are
working (at least not papers that are based on a national representative sample). Most
empirical work on thissubject isdated.

The overall goal of the present paper isto contribute to the ongoing assessment of
China’srural labor markets, paying special attention to the employment patternsin rural
China. Our ultimategod isto hdp answer the question of whether therecent risein China’s
unskilled wageisrelated to the underlying fundamental s of supply and demand (i.e. because
China’slabor market istight) or isduetoingitutional barriers. With thisknowledgewewill
seek tointerpret the recent trends and to assess the implications for future rural wages and
employment.

In the present paper, we have three objectives. First, we will provide an update of the
trends in off-farm labor participation. We will estimate the nation’s aggregate off-farm
participation rates, focusing on the performance of rural labor market participation rates
over al7-year period between 1995 and 2011. Second, wewill decompasethegrowth in off-
farm employment, searching for clues about whether or not markets are developing in ways
that will support China’s modernization. Finally, wewill usefindings from thefirst two
substantive parts of the paper to make an assessment of future labor market and wage
trends.

Il. Data

The data for the present study were collected from three separate rounds of household-
level surveys. Our three surveys were conducted in 2005, 2008 and 2012. Thethree data
surveys collect |abor and wage data for three periods of time. Thefirst survey (2005) covers
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atime period that spansfrom 1995 to the year before theimplementation of the first wave of
the survey (2004). The second survey (2008) covers atime period that spansfrom 2005 to
the year before the implementation of the second wave of the survey (2007). The third
survey (2012) coversatime period that spansfrom 2008 to theyear before theimplementation
of thethird wave of the survey (2011).

The sample frame of all three surveysisthe same. Thefirst round of the survey was
conducted in April 2005 using arandomly sd ected, nationally representative sample of 100
rura villagesin 5 provinces (Jangsu, Sichuan, Shaanxi, Jilin and Hebe). For moredetailson
the exact method of sample selection, see Zhang et al. (2006). In the second and third
rounds of the survey, the enumeration teams visited the same provinces, counties,
townships, villages and households that had been sampled and surveyed in 2005. During
all of the rounds, the enumeratorsimplemented a household survey that was given to 20
households per village. In total, each round of the household survey covered more than
2000 householdsand 8700 individuals. In 2008, thenumber of householdswas 2028 and the
number of individualswas 8471.

The survey team gathered detailed information on household demographic
characteristics, wealth, agricultural production, non-farm activitiesand investment. Several
parts of the survey were designed to learn about the household’s migration decisions as
wel| asits participation in other labor market activities over time. For all of the households
in the first wave of the survey, a 9-year employment history form was completed for each
household member and each child of the household head, even when they were no longer
considered household members. For each year between 1995 and 2004, the questionnaire
tracked each individual’s partici pation in the off-farm empl oyment market, the main type of
off-farm work performed, the place of residencewhileworking (within or outsidethevillage),
the location of off-farm employment (which county/province), and whether or not each
individual was sdf-employed or earned wages.! In the 2008 (2012) wave of the survey, we
tracked the employment histories for the same individual s and households, collecting the
samedata, for the yearsfrom 2005 to 2007 (2008 to 2011).

1Enumerators attempted to seek the employment histories from each individual themselves. If a household
member or one of the children of the household head was not present, the respondent (which was almost
always the household head or spouse of the household head) answered. Extensive pre-testing determined
that the data are fairly accurate. In addition, we conducted a practical test to see whether or not a
respondent bias problem exists in the employment history part of our data. We replicated the analysis
after excluding observations on individuals whom we did not interview directly and found that the results
did not change. This same method for collecting data has been used by de Brauw et al. (2002) in China.
In fact, those authors ask households for 20-year employment history and believe they have high quality
data.
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Table 1. Descriptive Statistics for Selected Variables

Variagble Mean Standard deviation
Age (labor force) (2011) 41 13

Gender (1 =male) 0.51 0.50

Y ears of education 7.6 37
Household’s responsibility land area, 2011 (mu) 6.4 7.3

Value of durables, 2011 (RMB1000) 174 34.5

House value, 2011 (RMB1000) 1429 207.3
Household’s labor force 2.8 14
Household size 4.2 17

Source: Authors’ survey.

Us ng the employment history data, we classified al thelabor forceinto three types of
individuals: farmers, off-farm workers and those that did not work. Farmers refer to those
whoworked on the farm but did not have ajob off thefarm. Off-farm workersrefer to those
who had sometype of off-farm job (either wage-earning or self employment). Someoff-farm
workers also worked on the farm; somedid not. We do not distinguish in this paper if an off-
farm worker worked on thefarm or not. If an individual “did not work,” it means that the
individual did not work either on farm or off-farm but was searching for ajob. A measure of
the size of the household |abor force was created by aggregating all individualsin the
househol ds between 16 and 65 yearsold when they indicated that they were either working
asafarmer or an off-farm worker or were searching for employment. If aperson over 16 years
indicated that they had retired, could not work for health-rel ated reasons or were enrolled
in school full-time, they were not included in thelabor forcetotal. Descriptive statistics for
selected variablesareincluded in Table 1.

Ill. The Evolution of Rural Labor Markets in China

Consistent with previousfindings of other national studies of rural off-farm employment
(e.g. deBrauw et al., 2002), datafrom our survey show that the off-farm labor force expanded
seadily between 1995 and 2011 (the period covered by our employment history data). From
approximatdy 31 percent in 1995, our survey estimatesthat by 2004 more than 50 percent of
therural labor force had found some employment off-farm (Figure 1, Panel A). In other
words, 2004 can be thought of as awatershed year because (according to our data) it isthe
first year that morethan half of therural labor force were engaged in somekind of off-farm
work (either earning wages or self-employed, or both). By assuming that neighboring
provinces, Smilar to those surveyed, haveidentical rates of off-farm labor participation, we
estimatethat off-farm rural employment in Chinarose from lessthan 150 millionin 1995 to
morethan 250 million rural resdentsin 2004, agrowth in off-farm empl oyment of morethan
100million.

Although based on arelatively small sample, these numbers also demonstrate the
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Fgure 1. Percentage of Rural Labor Force Engaged in Off-farm and On-farm Employment:
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Source: Authors’ survey.
Note: Each line shows percentages of all individuals, men, or women in the labor force.

consistency of our data with the much larger (although less detailed) national studies by
the Chinese National Bureau of Statigtics (NBS, 1996), de Brauw et al. (2002) and the 1995
national community survey described in Rozd leet al. (1999). The estimate from our survey
datafor the 1995 off-farm employment rateis amost the same asthe NBS’s estimate of the
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off-farm labor force (31 percent), that of the 2002 study by de Brauw et al. (32 percent) and
a1995 community questionnaire-based estimate of rural off-farm employment (34 percent)
that was published in 1999 (Rozd leet al., 1999).

Despitethe largeinvestment in rural areasduring the years of theWen—Hu regimethat
some believed would stem the flow of workersout of rural areas, our data show that rural
off-farm employment growth continued to expand between 2004 and 2011 (Figure 1, Pand A).
By 2011, 61 percent of rural individual s were participating in off-farm work, arise of
approximately 10 percentage points (or 20 percent) between 2004 and 2011. If thisis
representative of the entire country, this means that nearly 310 million rural individuals
worked off thefarm in 2011, arise of almast 60 million workersduring the2000s. In 2011, an
individual in the rural economy was more than twice aslikely to work off the farm as an
individual in 1995. Such alargeincreasein labor flow would be oneindicator that China’s
labor market isfunctioning well.

1. Disaggregating the Evolution of Rural Labor Markets

By disaggregating China’s labor trends, our data demonstrate that l|abor markets are
providing rural residentswith choices to move into different locations of employment.
Interestingly, the flow of labor out of rural areasto different destinations has evolved over
time. For example, between 1995 and 2007, migrants were venturing further from home
(Table2). In 1995, approximatey 65 percent of migrantsworked within their own province
(row 1, columns 1 and 2), while only approximatey 35 percent went out of the provincein
search of work (row 1, column 3). By 2007, nearly half (46 percent) of migrantstook jobs
outsdetheir home province(row 2, column 3). Significantly, however, after 2007, thetrends
changed. By 2011, more than half (57 percent) of the migrants took jobswithin their own
county (row 3, column 1); only 22 percent went out of the province (row 3, column 3).

Although the pattern of these destination shiftsis similar for all workers, both young
(under 30 years of age; henceforth, younger workers) and older (over 30 years of age;
henceforth, older workers), there arefundamental differencesby 2011 (Table 2, rows 6 and
9). In 2011, morethan 60 percent of younger workers were working outside of their own
county (31 percent outside of the county but inside the province; and 31 percent outside of
the province, row 6). In contrast, in 2011, nearly 70 percent of older workers (69 percent,
row 9) worked inddether county. Therest of the older workers (14 percent outside of the
county but inside the province; and 17 percent outside of the province) were working in
destinations farther from home. These observations are consistent with the trends that
were just emerging in a 2009 survey taken after the global financial crissand collapse of
part of China’s export sector (Huang et al., 2011).

Thelabor movement contourscreated from the off-farm empl oyment historiesof different
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Table 2. Comparison of Location of Migrant Employment
(In Percentage of Migrants Working in Specific Locations by Age in 1995, 2007 and 2011)

China’sRural Labor Transition

Off-farm job location

Within own county

Within province, but outside

Outs de own province

own county
All off-farm workers
1995% 36 29 35
2007 30 24 46
2011 57 21 22
Workers under 30 years old
1995 31 31 38
2007 21 25 54
2011 38 31 31
Workers over 30 yearsold
1995 40 32 28
2007 35 35 30
2011 69 14 17

Source: Authors’ survey.
Note: aFor example, the table compares workers who were 25 years old in 1995 with workers who were
25 yearsold in 2007.

age cohorts add more detail to the characteristics of these trends. Our data demonstrate a
striking characterigtic of China’s changing employment pattern: the youngest age cohorts
(i.e. thoseunder 30 years) have amost completely shifted the focus of their employment to
the off-farm sector (Table 3). Workersin all age cohort categories participated at similar
ratesaslateas 1990. In 1990, participation rates of all age cohortsfell intoanarrow range
from 21 to 34 percent (Table 3, column 1). There was no clear progression when moving
from the oldest to the youngest cohorts.

However, by 2004, the rise in the off-farm participation rates of younger workers had
greatly accelerated relative to ol der workers, and a digtinct ranking appeared as one moved
from the youngest to the oldest cohorts (Table 3, column 2). In 2004, young workersin the

Table 3. Comparison of Labor Participation Rates (In Percentage of Individuals that

Participate in the Off-farm Labor Force by Age Category, 1990, 2004, 2007 and 2011)

11

Percentage with off-farm work

Age cohorts
1990 2004 2007 2011
(from de Brauw et al ., 2002) (our data) (our data) (our data)
16-20° 24 74 81 88
21-25 34 82 84 90
26-30 29 73 82 88
31-35 27 68 74 84
36-40 21 53 69 74
41-50 21 41 50 61

Source: Authors’ survey.
Note: 3or example, the table compares workers who were between ages 16 and 20 in 1990 with workers who
were ages 16 to 20 in 2007.
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16 to 20-year-old cohort participated at rates morethan threetimes (74 percent) those of 16
to 20 year oldsin 1990 (24 percent). The off-farm participation rates of thosein the21to 25
year-old cohort (82 percent in 2004) and thosein the 26 to 30-year-old cohort (73 percent in
2004) morethan doubled those of their 1990 cohorts (34 and 29 percent, respectivdy). In
contrast, older workers (e.g. those over 40 years), while gtill increasing their participation
rates (by 20 percentage pointsfrom 21 to 41 percent), worked off thefarm at aratethat was
nearly half the rate of thosein the 16 to 30-year-old cohorts.

The rate of increase of off-farm participation accelerated even further between 2004
and 2011 for all age cohorts (Table 3). According to our data, almost all of thosein the
youngest cohort (who werenot in school or who were nat sick) were employed and working
off thefarm. Indeed, in 2011, lessthan 12 percent of 16 to 20 year oldsthat werein thelabor
force did not have an off-farm job. The rate was higher for the 21-25-year-old cohort;
90 percent of theserura individualshad an off-farm job; 88 percent of thosein the 26-30-
year-old cohort also had a jaob off the farm. Even for the older workers (e.g. thosein the 40
to 50-year-old cohorts), therate of off-farm participation was morethan 60 percent in 2011,
increasing dramatically over theratein 2004.

Thework behavior of younger workersalsoillustratestheir increasing specialization in
the off-farm sector (Li et al., 2010). For example, in 1990, of thase in the younger cohorts
who had off-farm jobs (which was only 20 percent), more than half worked on the farm
either part time or at least some time during the busy season (de Brauw et al., 2002). By
1995, the first year of our data, already less than 20 percent of the youngest cohort who
worked off-farm spent any time in agriculture. By 2007 (when almost all of those in the
young cohort worked off the farm), only approximately 15 percent of the youngest cohort
only worked on the farm. Clearly, this generation is very unlike those of the past. In fact,
according to interviews with their parents, few among this cohort have any significant
experience working in farming at all (except perhaps as children helping out during the
harvest or other busy times).

2. Effects of the Emergence of China’s Labor Markets on Women
While emerging rural labor markets may have numerous effects on the fabric of rural and
urban economies, we limit our descriptive analysis in this subsection to a subset of the
many possible effects. Specifically, we examine how the deve opment of labor markets has
affected thelevel of participation of women in off-farm activities. We al so examinethe effect
it hashad on the participation of women in farming.

Off-farmParticipation
Emerging labor markets have already begun to positively affect the off-farm participation
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rates of women. Although women have participated at rates be ow thase of men throughout
the entire study period, participation rates have risen steadily snce 1995 (Figure 1, Pands
B and C). In fact, during our sample period, the participation rate of women in the off-farm
sector rose faster than that of men.

The participation by women in the youngest cohorts demonstrates the most striking
gender effects of thegrowth of China’srural 1abor markets (Table4). Inthe 16-20 and 21—
25-year cohorts, therates of participation arefairly smilar; both arevery high and increased
rapidly from previouslevess, especially in 2007 (rows 1 and 2). By the timewomen reach the
26-30-year cohort, however, the rates of participation, while still high (approximately
70 percent), are beginning to dow, and a gap between men and women starts to appear.
Even with this slow down, when taken as agroup (i.e. when looking at the participation of
those in the 16 to 30-year-old cohort), more than seven out of ten women are working off
the farm. The rates of participation, as might be expected, fall in the female age cohorts
above 25 to 30 years, as women begin to have children. Men between the ages of 30 and
50 years participate in the off-farm labor force at rates more than 40 percentage points
higher than women.

Therates of femal e participation continued to grow between 2007 and 2011 (Table 4,
columns 3to 6). In the 16-20-year cohort, the rate of participation of women reached
86 percent, very close to the rate of men (88 percent). From 2007 to 2011, the average
participation rate of women in the 16 to 30-year cohorts rose more than 10 percentage
points, from approximatdy 70 percent in 2007 to morethan 80 percentin 2011. Theaverage
participation rates of men in the same cohort roselessthan 5 percentage points. Similarly,
the rates of increase of off-farm participation by women in the 30 to 40-year cohorts are
much higher than the rates of increase of off-farm participation by men in these cohorts.

Table 4. Comparison of Labor Participation Rates
(In Percentage of Individuals that Participate in the Off-farm
Labor Force by Age Category and Gender, 2004, 2007 and 2011)

Percentage with off-farm work

Age
cohorts 2004 2007 2011
Male Female Male Female Male Female

16-20 86 64 86 7 88 86
21-25 88 65 94 70 94 83
26-30 84 45 88 70 93 81
31-35 78 28 90 44 92 72
36-40 49 19 64 28 87 59
41-50 39 11 46 16 79 41

Source: Authors’ survey.
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Are Wbmen Taking Over the Farm?

Whileour current dataset does not allow usto analyzethis question for therural individuals
using our 100 village study (since we did not collect information on hoursin the farming
sector), in aprevious paper (deBrauw et al ., 2008), we show that, surprisingly, the common
perception that women aretaking over thefarm (as men push intothe off-farm sector) isnat
literally true. In an environment in which a cons derable amount of labor is moving off the
farm, epecially in the young male cohorts, it isnot surprising that there should be growing
attention to the study of thoseleft behind. However, while other factors (e.g. composition
of the labor force) are not held constant, the CHNS (Child Health and Nutrition Data,
collected by the School of Public Health in North Carolina) and the data used in de Brauw
et al. (2002: henceforth, CNRS) a so demongtrate that according to the hoursmeasurethere
islittle support for thelabor feminization hypothesis (Table 5).

During the 1990s, the average number of hours worked by men on their farmsfel, as
one might expect given the huge shift into the off-farm employment sector and the overall
fall in the number of hoursworked on the farm (by 46 percent from 1585in 1991t0 918 in
2000). Surprisingly, however, the number of hoursworked by women on the farm not only
fell, but fdl faster than those of men. According to the CHNS data, between 1991 and 2000,
the number of hoursworked by women fell from 1943 in 1991 to 1058 in 2000, a decline of
46 percent, 4 percentage points more than the average hours worked by men on the farm.
Between 2000 and 2009, the number of hours worked on the farm, including those for
women, continued to fall (by approximately 30 percent, Table5, row 1). Clearly, according to
the“hourscriteria,” thereis no evidence of agricultura feminization.

The participation of women in agriculture also declined faster than that of men during
the 1990s (and during the early 2000s). This can be seen by measuring the shaded white

Table 5. On-farm Participation by Men and Women, China Health and Nutrition Survey,

1991-2000

1991 1993 1997 2000 2004 2006 2009
Average total reported 3528 2743 2356 1976 1756 1557 1399
hours of farm work (174.3) (133.1) (127.4) (145.6) (145.2) (120.3) (126.3)
Share of households 0.89 0.87 0.81 0.75 0.70 0.65 0.65
reporting positive hours
of farm work
Average hours of farm 1943 1431 1192 1058 927 867 748
work done by women (96.7) (69.2) (63.7) (76.4) (75.7) (63.5) (63.7)
Number of 2290 2236 2393 2389 2338 2355 2385
observations

Source: CHNS, 1991-2009; de Brauw et al. (2013).
Notes: Standard deviations are in parentheses. Year refers to the year survey was completed. Farm work is

defined to include time spent “gardening” and “cropping,” and omits time spent tending livestock or
fishing.
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part of thegraph between thetrend line and the 100 percent linein Figure1 (Pand C). While
the participation rate of men working full-time on the farm islower throughout our study
period, duetotheir earlier and larger shift into the off-farm sector, the participation rate of
women as full-time farm workers declines faster. Since this measure of participation isthe
complement of the off-farm participation rate, thisfinding isnot surprising, asthe off-farm
participation raterises faster for women during the 1990s.

When we examinethe proportion of farm work done by women over timein the CNRS
(alsofor the 1990s), wea so donot find evidence of [abor feminization. Using theemployment
history data, we created a measure of the proportion of farm work done by women in years
prior to 2000. To do so, we estimated the fraction of afull-time worker that a part-time or
busy season worker represents, for both men and women.? By aggregating the dataup to
the household level and measuring the proportion of farm work done by women in each
household, we can estimate how the share of farm work done by women changed between
1990 and 2000.2 We account for househol ds that areformed after 1990 and for members of
the household alivein 2000 that |eave or return to the household. To generate a confidence
interval around the mean, each point was estimated using a simple bootstrap 1000 times.
Using this method, de Brauw et al. (2008) estimated the change in the proportion of the
household farm workforce that is female over time. As suggested by the literature (e.g.
Rawski and Mead, 1998), the proportion of farm work done by women increases dightly
during the early 1990s. However, it peaksin 1995 and then declinesthereafter, falling by
nearly 5 percentage points between 1995 and 2000. A drop in the percentage of farm work
being done by women, on average, is certainly not consistent with a story of agricultural
feminization in China. In fact, contrary to the common perception, according to this
household share measure of labor feminization, agriculture is gradually defeminized after
1995.

2In order to extrapolate the percentage of farm work done in each household by women back in time, we
make some assumptions about these fractions. First, we assume that men and women work equal humbers
of hours if they work full-time on the farm. If they work part-time on the farm, we assume that they are
equivalent to two-thirds of a full-time worker, regardless of their gender (which is the fraction that is
worked by part-time workersin 2000). Finally, men who work only in the busy season are assumed to be
equivalent to one-third of a full-time worker, whereas women who work only in the busy season are
assumed to be equivalent to one-third of a full-time worker (which is also based on the 2000 Iabor
allocation data in the CNRS sample). We further assume that the fractions do not change over time.
3We only analyze the percentage of farm work done by women between 1990 and 2000, instead of over
the whole period (1980 to 2000), because some individuals who may have worked on these family farms
during the 1980s may have died. Since the share of respondents that were alive and for whom data were
reported in 1990 is higher than in 1980 (since there was more time for an individual to have died), this
problem is not as substantial during the 1990s.
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Whilethe conclusion from an analysis of survey datafrom the 1990sis that there was
little evidence of feminization, recent surveys of farming areas in north China cotton-
producing regions and coastal horticulture-producing regions suggest that after 2000 the
gender share of on-farmwork may have started risng again (asit did in the early 1990s). To
show this we examine information about the share of men/women who were interviewed
during our survey. According to the rules of the survey, our questionnaire (which was
targeted at cotton-produci ng households) was supposed to be answered by the “person
whowasin charge of thefarming operations.” In 2000, men answered the questionnaire
morethan 70 percent of thetime. In 2007, women answered 65 percent of thetime. Thesame
wastruein asurvey of Shandong appl e and grape farmersin 2005. Women al so were shown
to contribute the most labor on the family orchardsin 2005. Unfortunatdy, these surveys
are not nationally representative and they do not contain the complete set of variables (e.g.
over time and on all farming enterprises) that are needed to answer the question. Therefore,
more research is needed on this question of the participation of women in on-farm labor
activities, but the possibility remainsthat feminization isoccurring again in agriculture.

3. Summary of the Empirical Findings on Rural Labor Markets
According to our household survey data, the rapid increase in off-farm employment that
Chinaexperienced during the 1980sand 1990s has continued and may have even accel erated
among certain subgroups during the 2000s. Our analysis shows that the rate of off-farm
participation hasreached ahigh level. Interestingly, whilethereare ill tens of millions of
rural off-farm workersthat live and work outsde their own province, by 2011 most of the
off-farm workers, especially those over 30, were finding jobsin either their own county or
province.

We believe, however, the most important contribution of this section of the paper is
revealed by analyzing the labor force participation rates by age cohort. According to our
anayss, 88 percent of 16 to 20 year olds (whoare not in school); 90 percent of 20to 25 year
olds; 88 percent of 25to 30 year olds; and 84 of al 30 to 35 year oldsin therural |abor force
now work in the off-farm sector. Increasingly, these cohorts are working full-time off the
farm.

The role of women in the labor force is aso changing dramatically. Therisein the
participation ratesisfaster than that of men (although starting from alower base). In some
of the lower aged cohorts, there islittle difference between the participation rates of men
and women. One interpretation of thisrisein the participation of women isthat, as labor
markets have become more competitive, the scope for managers to exercise their
discriminatory preferences has declined, therefore opening up new employment
opportunities for those who had previoudy not been able to participate. Alternatively, a
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risein women’swork could have occurred as the types of industriesthat have a preference
for the kills of women have expanded. It isalso possible that employers are searching for
all types of workers (either male or female) and since a smaller share of females were
employed in thelate 1990s and early 2000s, they have been the ones drafted into the labor
force most often in recent years. To the extent that working off the farm increasesincomes
and raises status, women have benefited.

lll. Implications for Future Rural Wages and Employment

In the previous section, we provided evidence showing how labor markets are performing
in away cond Sent with an economy that isin trangtion from agriculture to non-agriculture.
The population is shifting from rura to urban. Moreover, therising unskilled wageratein
China, which increased by morethan 10 percent a year between 2005 and 2006 (Cai et al.,
2008), appearsto be related to the tightening of thelabor force, at least among the younger
age cohorts. Following thislogic, it would appear asif one could safely predict that there
was no reason to forecast anything but tighter labor markets and increasingly rising wages.

Whilethis may beoneinterpretation, despite the enormous shift of labor from farm to
non-farm employment over the past decade, it isalso truethat thereare alot of peopleleft
intherura areas. If onevisitsvillagesthereare still asmany towns, villagesand hamletsas
therewere 30 years ago (adminigtrative mergers aside). Farm size, snce 2005, isbeginning
to increase after falling for more than 40 years (NBS, 2008), but thelabor to land ratiois
among the highest in the world. Our own graphs show that there are large numbers of
laborersill in China’s villages, with many of them gill engaged in farming (see thewhite
parts of the figures). Hence, while our evidence is helpful, we till need to reconcile our
arguments with the fact that therearealot of personsin rural China.

In therest of this paper we are not going to dispute thefact that therearealot of people
dtill living in rural areas (as stated, our own figures support this assessment). Instead, what
we are going to do isto show that an expectation of rising wagerates in the future and the
fact that thereis still alarge number of laborersin rura areasof Chinaare not inconsistent.
Indeed, in therest of thissection wewill show that Chinawill have plenty of labor tofill its
factory floors and satisfy the demand from the service sector. However, these new entrants
will likely only emerge from China’s villages and shift into the off-farm sector if they are
enticed out by either higher nominal wagesor higher “real” wages (i.e. thewage plusthe
services provided to workers and their familiesin the destination communities into which
the new entrantswill be moving). In fact, there are at least three large subsets of rural
residents that are available for recruitment into the off-farm labor market: (i) younger/
middle-aged men that are still working in agriculture, but who are engaged in activitiesthat
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are relatively high valued; (ii) middle-aged/older men who are engaged in off-farm self-
employed activities; and (iii) young/middle-aged women who areraising their children in
their family’s villages and have made the decision to stay in the village because of the
expense or difficulties of accessing social servicesin the city (who often are also currently
engaged in farming and non-farming labor activities).*

1. Finding Higher Value in Farming

In our discussionsabout the transition of labor out of agriculture into the off-farm employ-
ment sector, historically the story was one around getting access to the job in an off-farm
enterprise (either by working for someone or by starting one’s own non-farm firm). The
assumption often was that an individual with employment off the farm job would aways
earn more than he or she could when working on the farm. This was especially true for
young, able-bodied laborers who were endowed with entrepreneurship. Indeed, in most
economic models of devel opment, it is assumed that the wage rate in the non-agricultural
sector isalways higher than in the farming sector and it isthe number of jobsthat iskeeping
peopleonthefarm (Gilliset al ., 1996).

However, Huang et al. (2008) present empirical evidence to challenge this. The
agricultural sector has not been gtatic during the past two decades (during the timethat off-
farm employment has been growing). There has been arisein the livestock and fisheries
sectors, commercialized farming in the poultry, hog and dairy sectors, athough sow to
takeoff, areshown to be gradually emerging (Raeet al., 2006; Bi et al., 2007). Theriseinthe
horticultural sector in Chinaisunparalleled anywherein theworld (Huang et al., 2008).

Out of thisstructural change haveemerged opportunitiesfor thoseinterested in farming
and who have access to the necessary amounts of capital and management skills to invest
in a number of the newer higher valued enterprises. According to a study in Shandong
Province’s horticultural belt, rural residents (especially younger ones, both males and
females, with relatively higher levels of human capital) face areal tradeoff (Huang et al.,
2008). They can search for off-farm employment (and almost alwaysfind ajob) or they can
gointo the production of high-valued fruit and/or vegetables. According to our data, there
is absolutely no income penalty for doing so. The average grape-producing and apple-
producing households (selected from a provincial representative sample) had assets that
were statistically indistinguishable from the average rural resident earning awagein the

41t is also highly likely that this situation is caused by the fact that China’s urban environment is not
particularly welcoming to urban migrants. Brandt and Rawski (2008) show that there are many ingtitutional
constraints, such as: (i) an unwelcoming education system; (ii) restrictions against use of urban health
facilities; and (iii) high housing prices.
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off-farm market. Evenwhen all other factorswere held constant using multivariate analyss,
it was found that the average horticulture-producing family in Shandong made amaost the
samelevel of earningsasafamily that had chosen to work off thefarm (Huang et al., 2008).

What does this mean for future wages? There are alot of these young/middle aged
farmerswho have decided to gointo the production of high-valued agricultural commodities.
They are not getting rich, but they are earning the equivalent of what they would off the
farm. Soif thereisany benefit toworking and living at home (in one’sown village), itisclear
that while many of these farmers could be enticed to leave farming and join the off-farm
labor market, it isalmost certain that for most it would take a higher re ative wageto induce
themtoleave. Therearealot of laborerstill 1eft in rural China, and to tap into this part of
the labor force, therural off-farm wage will haveto rise even higher than it isnow.

2. China’s Army of the Self-employed

Fundamentally, thesame story istruein the case of the (hon-farm) sdf-employed. Although
the migrant segment of the rural labor force has grown rapidly since the early 1980s, the
second fastest growth rate was registered by the self-employed migrant living in therural
areasat home. In 1980, according to de Brauw et al. (2002), only 4 percent of rura laborers
were engaged in running their own small businesses. Our data show that by 2007 the share
of therural labor forcethat were self-employed (and living at home) roseto 15 percent. In
other words, thereareapproximatey 75 million personsin rural Chinawho are sdlf-empl oyed.
Asshown in Zhang et al. (2006), the enterprisesin which self-employed persons work
might best be described as micro-enter prises. On average, including the entrepreneur himself/
herself, each enterprise has fewer than 1.5 employees. Although the capitalization rates
have been rising and firms have been gradually evolving towards more sophisticated
business activities, these are still best characterized mostly as service-oriented, labor-
intensvefirms.

The nature of the firm, however, does not reduce the ability of the firm’s “owner” to
generate earningsthat are above the unskilled wage rate. According to a dataset analyzed
by Zhang et al. (2006), in 2000 the average wage-earning worker was earning approxi mately
2 yuan per hour. The hourly earnings of the self-employed who wereliving and working in
the same villages/townships as their wage-earning counterparts were 7.8 yuan. Of course,
the hourly earnings of the self-empl oyed were not only the return to his/her labor, but also
part of the earnings wasthe return to the owner’s capital and entrepreneurship. Indeed, the
higher earnings were also needed to offset the much higher level of risk (the standard
deviation of thewage earner’s hourly earningswas 3.9 versus 36.9 for thosewho were self-
employed, as shown in Zhang et al., 2006).
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So how can labor marketsin the future tap this ssgment of the rural labor force? There
are likely many farmers currently engaged in horticultural (and dairy and commercial
livestock) production who could beinduced into the off-farm market if the wagewere high
enough; thisislikely to be equally truein the case of the non-farm self-employed. Since
earning awageislessrisky (and there would be no need to invest into the capital stock/
inventory of one’sown firm), afourfold increasein thewageis nat likely needed. However,
it isalmost certain that ahigher wage isgoing to be needed to convince many of these small
entrepreneursto stop working for themsd ves and shift into the moreformal, wage-earning
labor market.

3. Women and Their Families

Finally, asour data show, in the case of those workersin cohortsthat exceed 25 to 30 years
of age, the proportion of men working out of thevillage in the migrant labor force exceed
that of women. Of course, the reason for thisisthat many women in age cohorts above
25 years of ageleave theoff-farm labor force and the city and return to their home villageto
begin toraisetheir family. However, likemost peopleinrural China, therearefew who leave
the labor forceentirely. Except for during the periods of timeimmediately before and after
thehbirth of their children, women usually continue towork. Because they areliving in their
village, work during thistimeof their livesismogt likely either on afarm, in alocal factory
or service-oriented enterprise, or in their family’sown sdf-run microfirm.

Why do women decide to return to the village to have their babies and raise their
children?In many societies, women from migrant families continueto livein the city. Many
can continue to work. In China, whilethere are somewomen (and increasingly so) that do
not move back to the villageto raise ther families, during interviews most women stated
that raising their family in rural areaswas much easier and more cost-effective. Accessto
health services, educational facilitiesand child careare all much more convenient and less
expensive (or free) when the family isin thevillage. In recent years, particularly asrural
e ementary and junior high schoal tuition have been free (while migrant schools still charge
tuition) and rural health insuranceis beginning to become universal, there have been non-
wage incentives to leave the migrant work force and return to the village.

S0, how could thetens of millions of women who areliving and working (and farming)
in villages be encouraged to (re)enter the migrant labor force? In the case of women with
young children, in addition to offering a real wagethat ishigher than what they are making
inthevillage, theemployer (or city in which the employer islocated) will either haveto offer
educational, health and other social services or an even higher wageto compensatefor the
inconveniences and additional costs of living in and using the more expensive social
sarvicesin thecity. Therefore, asin the case of men who are self-empl oyed both on and off
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thefarm, therearealot of women who would be willing to enter thelabor force, but only at
ahigher real wage.

4. Final Word: Higher Wages and Lots of Labor

So who is correct? Are there tens of millions of peopleliving in the countryside who are
willing to enter the non-farm labor force, or are wages in the future destined to rise?
According to our findings, we believe that it might best be said that both “schools of
thought” areright. Thereareamyriad of economic and demographi c forcesthat are coming
together to tighten labor markets. These are the forces that have hel ped push up wages
over the past several years. Yet, wages arerising at atime when there areliterally tens of
millions of able-bodied men and women inrural areas. Thisisnot asign that labor markets
are not working, however. These men and women are in thevillage for areason. They are
making awage, earning through their self-employment activities and taking advantage of
social servicesthat make it more attractive for them to live in the village. Some of them
(whichin this case could gill bealarge number) will undoubtedly bewilling to movetothe
city and join the migrant labor force. The wagethat will draw them out, however, will need
to be increased gradually over the coming years (assuming the economy keeps growing).
Of course, thereare still ingtitutional congtraints (e.g. high housing prices, lack of accessto
education and discriminatory licensing requirements) that may be keeping wage earning
migrants and the self-employed from moving into cities (even at the current wage rate).
Thisisnot to say that wages would not riseif theseingitutional constraints were removed.
Even if the constraints wererdaxed, it islikely that the rate at which they could politically
be relaxed would not exceed the rise in the demand for labor. 1t would only slow the rate of
wage increases.

Arehigher wages a bad thing? In fact, arising wagerateis good for therura economy.
It will benefit those that areendowed primarily with labor, which is typically the poor. Higher
unskilled, low-skilled wages are effectivein reducing inequality. Of course, higher wageswill
not come without a cost. Many of China’s industries were established on the basis of the
nation’s low wage rates. The technologies and management strategies of many of China’s
factories and industries depended on low wages. When wages rise (and they will, according
to our analyss), it will be necessary for firms that want to survive and thrive to change their
technol ogies and management approaches to accommodate higher wages. The key to firm
survival isto increase labor productivity. Often this involves training workers to use new
technologies, giving workers moreresponsbility and relying on theenterprises|abor forceto
adapt to the demands of marketsthat require moreflexibility and demand higher quality.
Workersin theseindustries often haveto betrained to perform relatively more sophisticated
tasks. Thisisancther challenge for the state in the coming years.
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Thereisan alternative scenario, of course, in which wagesdoriserapidly in thefuture.
If China’s economy wereto 9 ow down, the demand for | abor would diminish. Low demand
would mean lower wages. The future growth rate of Chinaisa source of great debate. The
overall assumption inthispaper isthat, at least in the short run, growth will continue. If that
assumption were not true, the casefor rising wages would be fundamentally different.

References

Benjamin, Dwayne and Loren Brandt, 1997, “Land, factor markets, and inequality in rural China
Historical evidence,” Explorationsin Economic History, Vol. 34, No. 4, pp. 460-94.

Bi, Xiang, Jikun Huang and Scott Rozelle, 2007, “Livestock, commercialization and marketsin
China: Results from survey data,” Working Paper, Center for Chinese Agricultural Policy,
Institute for Geographical Sciences and Natural Resources Research, Chinese Academy of
Sciences, Beljing, China

Brandt, Loren and Thomas Rawski, 2008, China’s Great Economic Transformation, Cambridge:
Cambridge University Press.

Cal, Fang, Albert Park and Yaohui Zhao, 2008, “The Chinese labor market in thereform era,” in Loren
Brandt and Thomas Rawski, eds, China’s Great Economic Transformation, Cambridge:
Cambridge University Press, pp. 167-214.

Cai, Fang and Meiyan Wang, 2010, “Growth and structural changes in employment in transition
China,” Journal of Comparative Economics, Vol. 38, No. 1, pp. 71-81.

Cook, Sarah, 1999, “Surpluslabor and productivity in a Chinese agriculture: Evidencefrom household
survey data,” Journal of Development Studies, Vol. 35, No. 3, pp. 16-44.

de Brauw, Alan, Jikun Huang, Scott Rozelle, Linxiu Zhang and Yigang Zhang, 2002, “The evolution
of China’s rural labor markets during the reforms,” Journal of Comparative Economics,
Vol. 30, No. 2, pp. 329-53.

de Brauw, Alan, Jikun Huang, Linxiu Zhang and Scott Rozelle, 2013, “The feminisation of agriculture
with Chinese characteristics,” Journal of Development Studies, forthcoming.

de Brauw, Alan, Qiang Li, Chengfang Liu, Scott Rozelle and Linxiu Zhang, 2008, “Feminization of
agriculture occurring in China? Myths surrounding women’s participation in farming,” China
Quarterly, Vol. 194, pp. 327-48.

de Brauw, Alan and Scott Rozelle, 2008, “Reconciling the returns to education in off-farm wage
employment in rural China,” Review of Development Economics, Vol. 12, No. 1, pp. 57-71.

Du, Yang and Albert Park, 2006, “Blunting razor’s edge: Regional economic development in China
since the reform,” Jingji Xuebao (China Journal of Economics), Vol. 1, No. 2, pp. 149-59.

Gillis, Malcom, Dwight H. Perkins, Michael Roemer and Donald R. Snodgrass, 1996, Economics of
Development, 4th edition, New York: W.W. Norton.

Golley, Jane and Xin Meng, 2011, “Has Chinarun out of surplus labour?’ China Economic Review,

©2013 The Authors
China & World Economy ©2013 Institute of World Economics and Politics, Chinese Academy of Social Sciences



China’sRural Labor Transition

Vol. 22, No. 4, pp. 555-72.

Huang, Jikun, YunhuaWu, Huayong Zhi and Scott Rozelle, 2008, “Small holder incomes, food saftey
and producing, marketing China’ sfruit,” Review of Agricultural Economics, Vol. 30, No. 3,
pp. 469-79.

Huang, Jikun, Huayong Zhi, Zhurong Huang, Scott Rozelle and John Giles, 2011, “Theimpact of the
globdl financial criss on off-farm employment and earningsin rural China,” World Development,
Vol. 39, No. 5, pp. 797-807.

Knight, John and Lina Song, 2001, “New urban labor market study,” Paper presented at CERDI
Conference on Emergence of Markets in China, Claremont-Ferrand, France.

Li, Xiaofei, Chengfang Liu, Renfu Luo, Linxiu Zhang and Scott Rozelle, 2010, “The challengesfacing
young workers during rural labor transition,” China Agricultural Economic Review, Vol. 2,
No. 2, pp. 185-99.

Liu, Shouying, Michael Carter and Yang Yao, 1998, “Dimensions and diversity of property rightsin
rural China: Dilemmas on the road to further reform,” World Development, Vol. 26, No. 10,
pp. 1789-806.

Lohmar, Bryan, 1999, “The role of institutions in rura labor flow in China,” Unpublished PhD
Dissertation, Department of Agricultural and Resource Economics, University of California,
Davis, CA.

Mallee, Hein, 2000, “Agricultural labour and rural population mobility: Some observations,” in
LoraineA. West and Yaohui Zhao, eds, Rural Labor Flows in China, Berkeley: University of
California Press, pp. 34-66.

Maurer-Fazio, Margaret, 1999, “Earnings and education in China’s transition to a market economy
Survey evidence from 1989 and 1992, China Economic Review, Vol. 10, No. 1, pp. 17-40.

Meng, Xin, 1990, “Therurd labor market,” in William A. Byrd and Qingsong Lin, eds, China’s Rural
Industry: Structure, Devel opment, and Reform, New York: Oxford University Press.

Meng, Xin, 1996, “Regionad wage gap, information flow, and rural-urban migration,” Paper presented
at the 1996 Conference on Rural-Urban Labor Migration, Beijing, Ching, 25-27 June.

NBS (National Bureau of Statistics of China), 1990-2008, China Satistical Yearbook, Beijing: China
Statistical Press (in Chinese).

Parish, William, Xiaoye Zhe and Fang Li, 1995, “Nonfarm work and marketization of the Chinese
countryside,” China Quarterly, Vol. 143, pp. 697—-730.

Perkins, Dwight, 1994, “Completing China’s moveto the market,” Journal of Economic Perspectives,
Vol. 8, No. 2, pp. 23-46.

Putterman, Louis, 1992, “Duaism and reform in China,” Economic Development and Cultural
Change, Vol. 40, No. 3, pp. 467-93.

Rae, Allan N., Hengyun Ma, Jikun Huang and Scott Rozelle, 2006, “Livestock in China: Commaodity-
specific total factor productivity decomposition using new panel data,” American Journal of
Agricultural Economics, Vol. 88, No. 3, pp. 680-95.

Rawski, Thomas G. and Robert W. Mead, 1998, “On the trail of China’s phantom farmers,” World

©2013 The Authors
China & World Economy ©2013 Institute of World Economics and Politics, Chinese Academy of Social Sciences

23



24

Qiang Li etal. /4-24,\ol. 21, No. 3, 2013

Development, Vol. 26, No. 5, pp. 767-81.

Rozelle, Scott, 1996, “Stagnation without equity: Patterns of growth and inequality in China’s rural
economy,” China Journal, Vol. 35, pp. 63-96.

Rozelle, Scott, Guo Li, Minggao Shen, Amelia Hughart and John Giles, 1999, “Leaving China’s
farms: Survey results of new paths and remaining hurdlesto rura migration,” China Quarterly,
Vol. 158, pp. 367-93.

Solinger, Dorothy, 1999, Contesting Citizenship in Urban China: Peasant Migrants, the State, and
the Logic of the Market, Berkeley, CA: University of California Press.

Stark, Oded, 1976, “Rurd to urban migration and some economic issues: A review utilising findings
of surveys and empirical studies covering the 1965-1975 period,” Working Paper, World
Employment Programme Research Series, International Labour Organization, Geneva,
Switzerland.

Todaro, Michael, 1976, Internal Migration in Developing Countries: A Review of Theory, Evidence,
Methodology and Research Priorities, Geneva, Switzerland: International Labor Office.

West, Lorraine and Yaohui Zhao, 2000, Rural Labor Flows in China, Berkeley, CA: University of
California Press.

World Bank, 2001, China: Overcoming Rural Poverty, Washington, DC: World Bank.

Zhang, Jian, Linxiu Zhang, Scott Rozelle and Steve Boucher, 2006, ““Self-employment with Chinese
characterigtics: The forgotten engine of rural China’s growth,” Contemporary Economic Policy,
Vol. 24, No. 3, pp. 446-58.

(Edited by Xiaoming Feng)

©2013 The Authors
China & World Economy ©2013 Institute of World Economics and Politics, Chinese Academy of Social Sciences



