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Introduction
Following a broad program of rural economic reforms

beginning in the late 1970s, great efforts have been made by the
Chinese Government to alleviate rural poverty.  Government
initiatives have led to remarkable reductions in poverty level.  Official
estimates indicate that population below poverty line (per capita daily
income of US $ 0.66 or less) in rural China has declined from 33.1%
of total population in the year 1978 to 3.4% in 2000 (National
Statistical Bureau, 2001).  In spite of such a significant decline in
relative population of rural poor over past two decades, absolute
number of the rural poor remains quite high.  Marginal return to
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poverty reduction is diminishing.  According to a report issued jointly
by the Leading Group for Poverty Reduction (LGPR), United Nations
Development Program (UNDP) and the World Bank, about 11.5%
of total population or some 106 million rural people are below poverty
line (less than US $ 1 per capita daily income) (LGPR, UNDP and
the World Bank, 2000).  The poor people are largely concentrated in
remote areas, especially the western regions with highly depleted
natural resource endowments.

Income growth has been recognized as an important factor
driving poverty reduction and an indicator of enhancement of
livelihood.   Contribution of income from off-farm activities to rural
households has risen steadily from 17% in the year 1980 to 47% in
1999.  Rural industrialization is very vital in absorbing rural labor
force.  Share of rural labor force involved in non-agricultural sector
has increased from 7% in the year 1978 to 35% in 1999.  Mobility of
rural labor characterized mainly by migration increases rural income
and reduces inequality.  It is reasonable to say that future sources of
income growth in rural households may rest mainly with structural
change in agricultural sector and development in non-agricultural
sector, especially with off-farm income generated by migration.

Zhang et al. (2004, forthcoming) discovered that increase in
rural income during 1990s was, by and large, realized from off-farm
employment.  Fan et al. (2002), de Brauw et al. (2002) and Zhang et
al. (2002) have shown that government policies, such as increase in
investment in education sector and development of infrastructure in
non-farm sectors in rural areas, have contributed significantly to rural
non-farm employment and to household income increase through
wages.  A relevant question that needs to be addressed is: how can
government provide better environment for migration, especially the
conditions serving the economic interests of the poor?  The objective
of this paper is to look into changes in market and policies in relation
to livelihoods in rural China over the last 20 years.

Economic development: the general trends in China
Changes in economic structure

China is distinguished for maintaining a high growth rate of
gross domestic product (GDP) over the last 20 years.  The economic
structure is adjusting in the process of economic growth.  In 1980,
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primary, secondary and tertiary sector accounted for 30%, 50% and
20%, respectively, of the national GDP.  By the year 2000,
contribution of primary sector to total GDP dwindled to 15% while
that of tertiary sector rose to 38%.  Contribution of secondary sector
to national GDP did not change much; it was maintained at a level of
about 47% over last two decades.  In the year 2000, 47% of national
GDP came from the secondary sector (Figure 1).
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Figure 1. Changing Economic Structure in China, 1980-2000. Source:
calculation by author based on NBS publications, various
issues.

Changes in employment pattern in rural areas
Associated with the declining share of agriculture in national

GDP is the decrease in the proportion of rural labor force employed
in agriculture. In the year 1985, 82% of rural laborers were working
in farming, forestry, animal husbandry and fishery sectors compared
to 68.4% in the year 2000.  The proportion of rural labor force
employed in industrial sector increased from 7.4% to 8.6% during
the period between 1985-2000.  The proportion of rural labor force
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employed in construction, transportation, storage, post and telecom
doubled compared to a 3-fold increase in proportion of people
employed in retail and wholesale trading (Table 1).

Table 1. Changes in proportion of rural labor force employed in
different sectors during 1985-2000

Year Agriculture Industry Construction Transportation, Retail and Others

storage, post and wholesale

telecom trading

1985 81.9 7.4 3.0 1.2 1.2 5.3
1986 80.2 8.3 3.4 1.3 1.4 5.4
1987 79.2 8.5 3.7 1.4 1.6 5.7
1988 78.5 8.5 3.8 1.5 1.6 6.0
1989 79.2 8.0 3.7 1.5 1.6 6.0
1990 79.4 7.7 3.6 1.6 1.6 6.2
1991 79.3 7.6 3.6 1.5 1.7 6.3
1992 77.7 7.9 3.8 1.6 1.9 7.1
1993 75.1 8.3 4.3 1.8 2.1 8.4
1994 73.2 8.6 4.6 2.0 2.4 9.1
1995 71.8 8.8 4.9 2.2 2.6 9.7
1996 71.2 8.9 5.1 2.3 2.8 9.8
1997 70.6 8.8 5.2 2.3 3.0 10.2
1998 70.3 8.5 5.3 2.3 3.1 10.6
1999 70.2 8.4 5.4 2.4 3.4 10.2
2000 68.4 8.6 5.6 2.4 3.7 11.3
Growth rate
1985 -0.6 0.2 3.2 5.3 5.4 3.5
-90
1990 -2.2 3.2 7.1 8.0 10.6 10.6
-95
1995 -0.8 -0.9 2.6 2.1 6.9 2.8
-2k

Source: Author’s calculation based on MOA publications.

The proportion of rural labor force working in agriculture
decreased by 2.2% annually during 1990-95 period compared to 0.6%
during 1985-90 and 0.8% during 1995-2000.  Traders grew by 10.6%
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annually during 1990-95 period compared to 5.4% during 1985-90
and 6.9% during 1995-2000 (Table 1).

Table 2. Income of urban and rural worker during 1976-2000 period
in China

Year Wage income of urban Net income of rural Urban/rural ratio
worker (1978 yuan) farmer (1978 yuan)

1978 615 134 4.6
1979 651 156 4.2
1980 691 173 4.0
1981 683 198 3.5
1982 692 234 3.0
1983 702 263 2.7
1984 806 294 2.7
1985 815 306 2.7
1986 879 307 2.9
1987 927 316 2.9
1988 920 317 2.9
1989 876 293 3.0
1990 956 294 3.3
1991 995 323 3.1
1992 1061 341 3.1
1993 1137 353 3.2
1994 1224 379 3.2
1995 1270 416 3.1
1996 1318 471 2.8
1997 1332 499 2.7
1998 1549 521 3.0
1999 1752 541 3.2
2000 1951 552 3.5
Growth rate
1978-80 -26.17% 5.98%
1981-85 -22.71% 3.91%
1986-90 9.96% 2.26%
1991-95 -1.34% 6.22%
1996-2k 12.24% 9.41%
1978-2k 4.80% 5.59%
1981-90 3.81% 5.14%
1990-2k 6.91% 6.97%

Source : Authors’ calculation based on China Statistics Yearbook various.
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Income increase in rural and urban areas
Income has been on the rise in both rural and urban China over

the last twenty years or so.  Average wage income of urban workers
increased from 615 Yuan in 1978 to 1951 Yuan (1978 price) in the
year 2000, registering an annual growth rate of 4.8%.  However,
there were a few short spells when income declined.  For example,
wage income to urban worker declined by 1.34% annually during
1990-95 period and, by more than 20% during 1978-85 period.  It,
however, increased by about 10% annually from 1985 onwards (Table
2).

Farmers’ income level has always been markedly lower than
that of urban workers. However, there has been a quite high rise in
farmers’ income in recent years.  Annual net income to an average
farmer rose from 134 Yuan in 1978 to 552 Yuan (1978 price) in 2000,
showing an annual growth rate of 5.59%.  At the beginning of the
rural reform, per capita net income in rural China grew at a very fast
pace (an increase of 10% per year), at relatively slow pace through
out the 1980s and again started growing at a very fast pace after
1990s (annual growth rate of 9.4%).  At the beginning of rural reform,
the wage income of urban worker was 4.6 times higher than that of a
farmer.  This urban – rural gap narrowed down gradually in the
following years before it rose again in 1986.  Between 1986 and
1995, the urban wage income/rural net income ratio fluctuated around
a value of 3.0 and it reached a value of 3.5 by the year 2000 (Table
2).
Off-farm employment and migration of rural labor

With a rapid growth of China’s economy, especially expansion
in the industrial and service sectors, rural residents have migrated in
large numbers, more so since last decade.  Rural people developed a
perception that working off-farm locally or outside their home village
provided better income opportunities compared to working on one’s
own farmland (de Bruaw and Rozelle, 2002; de Bruaw et al., 2002).
As migrants invariably send some of their earnings to their families
in the villages, their links with their native place/family are not
weakened (Liu and Reilly, 1999). A household survey showed that
about 20% of rural income was generated by remittances made by
migrants (de Bruaw and Rozelle, 2002).  Cases where a rural
household depends totally on remittances are not uncommon.
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Trends in off-farm employment and migration: household survey
information

In this section, I will be mainly presenting the findings of a
household survey in 6 provinces of China (for detailed description
of survey data, please see de Bruaw et al., 2002).  Consistent with
previous findings (State Statistical Bureau, 1996), this  data show
that off-farm labor force expanded steadily during 1981-2000 period.
Proportion of rural labor force employed in off-farm sector increased
from 16% in the year 1981 to 43% in 2000 (Table 3).  Assuming that
neighboring provinces were similar to those surveyed by us, 40
million farmers were employed in off-farm sector in the year 1981
compared to more than 200 million farmers in the year 2000.

Table 3. Labor participation rate by employment type 1981-2000

Employment type 1981 1985 1990 1995 2000
Off-farm employment a 16 18 23 32 43
Of which:

Full time 6 6 8 14 20
Part time-1b 3 4 5 5 7
Part time-2b 7 8 11 13 17

Farm only 81 78 72 63 48
Idle or unemployed 4 4 4 6 8
Total labor force %c 100 100 100 100 100

Note:
a. Sum of rows 2-4. The difference between row 1 and the sum of rows 2-4

are due to rounding.
b. Part time-1 refers to those who works off-farm on a seasonal basis.  Part

time-2 refers those who work on farm and off farm at the same time.
c. Sum of Rows 1 and 5.
Source: Authors’ survey.

Labor markets are developing in a way consistent with
modernization trends and providing more than just off-farm income
to rural residents (Chenery and Syrquin, 1975).  The target destination
of workers over the past 20 years has shifted from rural to urban
area.  In 1981, nearly 85% rural individuals were fully involved with
farming.  Individuals who worked off the farm were almost three
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times more likely to live at home and work within or close to the
village than to work outside of the village and live away from home.
By the year 2000, almost as many off-farm workers were living away
from their homes as were living within their native villages.

In the year 1990, over 70% of migrants worked within their
own province and remaining 30% went out of the province in search
of work.  By the year 2000, almost 40% of migrants left the province
for job, a change that was especially striking among 30 years old and
younger workers (Rozelle et al., 1999; Solinger, 1999). Sichuan is a
relatively poor province compared to Zhejiang but migrants in off-
farm employment were higher in the former compared to the latter
(Zhang et al., 2003).  Such differences reflect spatial variability in
off-farm employment potential and a greater tendency to migrate in
poorer areas compared to the richer ones (Table 4).

Table 4. Labor supply at household level 2000

Number       Among them    Of off-farm farmers
of labors Full time Off-farm Migrant Local
Person farmers farmers

Person % Person % Person % Person %
All samples 1.9 1.4 72.8 0.3 27.2 0.1 25.8 0.2 74.2
Hebei 2.0 1.4 72.2 0.3 27.8 0.0 13.0 0.3 87.0
Shaanxi 2.0 1.4 73.3 0.3 26.7 0.1 34.1 0.2 65.9
Liaoning 1.9 1.4 71.4 0.3 28.6 0.1 32.6 0.2 67.4
Zhejiang 1.8 1.2 65.2 0.4 34.8 0.1 37.9 0.2 62.1
Sichuan 1.9 1.4 76.6 0.2 23.4 0.0 10.5 0.2 89.5
Hubei 2.0 1.6 78.9 0.2 21.1 0.0 18.8 0.2 81.3

Source: Authors’ survey.

Figure 2 shows relationship between the magnitude of migration
and per capita income.  It is clear that households with more people
migrating from rural to urban areas (reflected by the migrants as %
of total household labor force) have higher income.  With decrease
in area available for farming and disadvantages faced by small
farmers, scope of increasing household income form agriculture is
getting more and more limited.  Hence, it is expected that migration
will contribute more significantly to the future increase in rural
household income.
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Figure 2.  Relationship between migration and per capita income
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Figure 3. Relationship between cropping intensity and migration

Figure 3 shows relationship between number of migrants and
cropping intensity.  If agricultural land use extension and employment
of rural people in off-farm sector are ruled out, farmers in future are
likely to secure livelihoods through agricultural land use



218   Zhang

intensification.  Land use intensification on steep slopes often involves
huge environmental costs, e.g., in Shaanxi (north China) agricultural
land use intensification on steep slopes has followed heavy soil
erosion.  Our data presented in Figure 3 suggests that if farmers are
able to find alternative means of livelihood, they will reduce
dependence on land and will help conservation and sustainable use
of natural resources.  Although it is too simple to conclude that less
intensive cultivation is the ‘best practice’, it is fair to say that it will
definitely reduce pressure on land and natural resource base.

Conclusions
Development of rural labor market has improved livelihoods

of the rural poor in China.  Economic growth in recent period has
been such that farmers have been able to benefit from off-farm
employment regardless of their gender or socio-economic status.
Improvement in education has been an important factor that has
facilitated migration of rural workers for off-farm employment.
Increased participation by rural labours in off-farm sector can reduce
their dependence on land, thus reduces pressure to natural recourse.
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