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Can Rural Industrialization Keep Working in China?

-- An Empirical Study on TVEs’ Effects in Reducing Urban-rural Income Inequality
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Abstract: Using data of 28 China’s provinces during the period of 1987-2008, this paper
studies effect of Township-and-Village Enterprises’ (TVEs’) development in reducing China’s
urban-rural income inequality. A significantly positive effect is found, which supports the idea
that, through the movement of its productions, TVES can compensate partly for the welfare
losses caused by Hukou restrictions on the movement of labor force between rural areas and
urban areas. However, a more important finding is, the yearly effects are decreasing, with
very small values after the year 1998. This result suggests that TVEs’ compensation effects
may have already been fully utilized. This is due to significant disadvantages of factories
located in rural areas on the highly competitive China’s manufacturing product markets. The
policy implication of this paper is, only by reforming the current Hukou system and
strengthening the movement of labor and other factors, rather than by furthering rural

industrialization, can China finally reduce its urban-rural income inequality.
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[0.000] [0.000]
Constant 0.473*** 0.504*** 0.482*** 0.507***
[0.021] [0.006] [0.019] [0.006]
Year Dummy Yes Yes Yes Yes
Observations 584 609 584 609
R-squared (within) 0.818 0.791 0.818 0.789
R-squared (between) 0.137 0.327 0.166 0.418
H (B 28 28 28 28

FESHEUE R EZE . >, *x o0 AR 10%. 5%. 192 K1

BAMER 8 (FE) WA, AT RICIRTER 2 o, Brf A RIAEA L
#7E 580 LA E. (1) (3) FIAN T ERFrA R HIAL R, M (2) (4 FFRT tve 4b, R
Pt 1R R e KT () GDPpercapita, 5 R B AR TRURERY iexport. SR1T, W2 EIHAS
FI tve B EHTI RBERF Ha, Y BHFRATHIEDA LS R T A FE G AR B N H A R . X
AR B T8 R e N T R B 2 R, A SHES A E R m AT EE .

32 FERFALR:

tveagriemploy FJ[EIH 45 FCHRAE (1. (2) Flt. A FIA#EE R, 280k 5
FEOF AR R DR B S0l 3t v oM e R S5 I RN L e [B1VA I R EE 3% e, & L
N A5 S A NEL B — P AR SR = 10%,  ARA S E RIS ELAR
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N HE 2] 0.3%. tveindratio f[RI)T45 FYCIRAE (3). (4) Fildr, [ REAE 0.9% A 4. H
TN, BN TE 5 A P E R EE B B 10%, RA S5 IR RO ELAH
R4 0.09% 72 44

TEH A6 AR & B 1A GDP #iE, WNZEREROR; 2,58 == AR 9 K T4/
N ZBEIPER AN B3 . 3 B EF A RE . 4.3 DUE%05 GDP (1L 5k s,
N ZEBERRK . ST A I moxt TR ZBEIE R AN B35 . 6. BB R Mm%
E G MINERRER .

3.3 FEHPAETT:

DAAS [R) IR FIAS [R] A8 f 20 A AR A HE 4508, 2 B IN R B B 3 14/ T 2 I\ 22
PR FEAREEA b, FRATHE — AR LR AR B S 2 BV AR B A8 HAH SRR A THZ A
HIEEEAAL . FRATUPRAE F [ 52 RN ) 7792, FERIAFR I T tveagriemploy 5% /ANFE R
VA B A TR I IR B AR T P (4 P KR AR B P A T AR IR, RATER 3 F R
JL A% tveagriemploy FIAE ELIG [A] )5 45 LA S bl 22 o

%3 S HER R

tveagriemploy 0.131*** | tveagriemploy*1995 -0.071** | tveagriemploy*2003 -0.104***
[0.037] [0.029] [0.034]
tveagriemploy*1988  -0.015 | tveagriemploy*1996 -0.091** | tveagriemploy*2004 -0.111***
[0.017] [0.036] [0.035]
tveagriemploy*1989  0.030* | tveagriemploy*1997  -0.099** | tveagriemploy*2005 -0.133***
[0.015] [0.046] [0.033]
tveagriemploy*1990 -0.02 tveagriemploy*1998  -0.101** | tveagriemploy*2006 -0.132%**
[0.026] [0.047] [0.033]
tveagriemploy*1991 0.013 tveagriemploy*1999  -0.140*** | tveagriemploy*2007 -0.134***
[0.032] [0.035] [0.032]
tveagriemploy*1992  -0.027 | tveagriemploy*2000 -0.139*** | tveagriemploy*2008 -0.136***
[0.024] [0.032] [0.033]
tveagriemploy*1993  -0.048 | tveagriemploy*2001 -0.137*** | Observations 616
[0.034] [0.031] R-squared (within) 0.803
tveagriemploy*1994  -0.083** | tveagriemploy*2002 -0.098*** | R-squared (between) 0.598
[0.036] [0.035] | 44 (#) % 28

TS BB PR AEZE . >, **, 200 10%. 5% 19%H) 22 VKT

1E3 3+, tveagriemploy S ()2 AF A FEHER) 1987 4E 2 s IIER, HIGRERTE
R &AE 205 1987 4E 2 BUHINITE R ME . 1987 fEI R EUN 13.1%, H& R, 24
A N B 58 — Pl sl N EUAE SR R 10%, AT S5 3 BN B AR RE 3 s 2
1.31%. 1988-1993 - [{1 58 TLI0 [1] R EUR /N HAN R 3, RIFIXLLAE 4y 2 B E R 5 1987
ERAREFENES. 1992 Fit, SEMMGTHEEZE . E8AL, S8R
KX T4/ 2 N ZE BE A FEAE ] i 3 . X — 25 R 5N B —8, 5137,

N GDP M43 Lu (2002) A—3, SRR T T4 R S R% . BRE (2004) A—F. ARSCZATHIMRAR
A IR E 2004 AR EE, LAY GDP Hi i REUR S NIE, WK B s R AN 2 WO ZEFEROAE T, T
55 =P A Rt B 3 i K T RN 5B . XSS AR NN T 2005-2008 FIEHE G HA FIet s . X AT AT,
2005 4EAC A S R B T3S RN E B PE A R AE T S5 PRI AR AL, AR Tt — oL,
12 FEIX A A1) AR 45 GDPpercapita. iexport 2545 &, /EfTA A2 R, GDPpercapita X T 45 R FIRIAE K, NS,
97. 98 LA K 02-04 4EMI38 B B EVERRAR. 5] 5FhATiR, 2 8a i fE Aok 5 2% AN R K& L, — 25730
FTRENIEIE K, R S BT S BE / N . T—4 A3 GDP 1R AT BE 5 1%48 HEWI AT 95 3 J1 AR LA B3 T Tolk A
I FE 5 RE SRR R BEAR DG . BRIk, [EIE ] 7 35 GDP BRAR 7 3R LeAR 45 i i 1 o
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FARHE (2003) FIRFFEE R —5L.

WETES| & iRk i, 284G N2 N ZIERIE SR, G R EAH A
JER . H— R s H 2 K, X EESEIW S I ZEEi N 2 2 s
1E T T3 E3a g DR R %, B VAT Tk Ak 3E 4 (3658, [ BLAE £ Bl Rl %
(AR b A Z TN T4 55 30 ) RS R G R I ge it 7RIk, AT THI 2 A
WAEFEAE S 2 AL PRI R (BRI E BT 2 B ]) e %%,
Wk 7 Fios.

Wi 2 1) o T AR L B -
#o KRR S BN FRES LT | o s
S SE S I T AR S o 25, M e s
B R, PR RSB R 8 ™
P SRR R ST AR ERIE RS | o
A EEEIG) PN TV RN 3 CEE T
1997 )5, ZHEANFARE %N A FFPF IS LSS
4%-6%; 1M 1998 F 5, LI T45/ SHBUTHAME (£
SR 2 WA 2 B B0 30 B A PR B A A ——SULUERARS CANEE BERIR(E (B
-19%1] 3% AL /INI X 8] N2 E . BB F7: 208720005 WAL S BOJESEp 57E1

IR 2 B AR T 38 AR N AR X
WHITE I REC 2R T I T .

. St RBORE X

HEE () i BEBR A 1 57 3 J14E30 2 18] 1 Bt sl BEAS 1 AR CE N B AR 77 R 5y
AR 7 M ) AR o AR — I LIRR , 2 8das T VRN E RTa I B AR 27
77 XS SR TAVE 1A L, FRE P EAR “RRTIEE " HE I 7 — AR Tkt
g, AR T SR 2 R B s, 2B L iR R R 4e N 130 2 I\ 23
3£11987-20084F-28 M8 I HH, AU TH 1 2 BAAE S /N 2 N Z B O E R . (819
RS TR BN G 3 BLUEFHE R EE BN 2 B b AR 3 AR R bl i 1
A ER AR . B2, FAME T 7T ARR A 5 2 B A R AR
a8, ZEA AL NR 2 NI O B bRt 2BV R A N s JFH, £
19982 J5, ZAF ML THEARH /N

W5 2 B R R B LI T TR, ARSI SR RS, B DR S
WANZRE, B B ER T IS R BRI 2 (8] (sl 2 e 2 26 AF, LRIt ATy
21 B s R B . RN E R s R RS R R E R, A el & BRI 2
TIREE . BN, RIS E A E S Db T b, A2 TR B Tl AR A U 2
GAOLE o AREEIRTT Dok Ak, SRR AT RE £ AR T 28 5L AR M, AR
IV E o RO EAIHEGE R, th SRS R 3 ORI 2 (s . fE— 2 T
W b, SN ATREB AT IES I SRIM, B2 BAL A T RIS e LR T4
HAMY A= P ) S TR M AR AL BT T N B RRAS (A S o A BLARKS, 30738 A 36 S
FEE R BRMARGOREE TA{5Ye . FARANETE. I, ARG RM A, £R T
£, 2B S TR B E IS . &)a, £ -S5A, RREFRERTIL, B
B b, 2B EEMRARTF . TR R R i 2 T BARSE R B SRR AL
B2, FaBEREB G SRR, & ZIUCURS WA SAT L I SCRF . MIAEIX LT3 T, HHLL
3T, AR REAENBR . KRR BB T R AR PR AR AT E .

ET UL R, ASCRIBCR UG VAR =B 70 B4 R 3 A T3 7 P DA &
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JAIX, PAMORHESEIRBEAL O HERE o [, N SR VF ARSI SE 22 AR A 55 8l 0 BE NI Tk
PRI JRUR P EEE H, HORTR IS T DA K SR RS [ DI & . 0 T
PREAAT B, AT TSN KT RO g MR AR B 75 5 1k A B RIS 22 B RSB 48
DRasf I sE R, 25 REs SN 78 0 M R FEAS R DX AR LU D 3, il — S REWS e 4 i R 2 T
FIRFEE RS 5 O MR SN RS BT ez, AR AR N VRS IR BIAE AT, T T
IRFIRIANU LR IRBUR RS T AR Tk i85, H T4k 2 [N Z2 B R £ AT REREAN
SLEES, WARRERA.
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