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Abstract

The urban — rural labor market integration is an integrant stage of develop-
ment that the modernization of the economy must go through. It’s also the realis-
tic problem that affects the stable development of our country’s economy and so-
ciety in the present stage.

Within the theoretical framework of institutional change, the paper com-
bines the use of documentary, comparative static analysis, game analysis,
field study and regression model analysis, etc..The author makes systematic
study about the change mechanism, the course, the achievement we has been
made, the problem still exists, the causes of the problem and responses strate-
gies, and so omn.

Three basic concepts that the study on urban - rural labor market integra-
tion in this regard: institutional change, rural labor market segmentation, uni-
fied labor market, urban - rural labor market integration. The labor market is
composed of the labor market system and the labor market mechanisms. The la-
bor market system is guarantee of efficient and operational labor market mecha-
nism. It is of decisive role in the labor market, and it decides the characteristics
of the labor market and the labor efficiency in allocating resources. In theory, a
unified labor market is perfectly competitive labor market equilibrium. But in re-
ality, the labor market is often segmental. The labor market integration is the
process of labor market from the partition to unification. In our country, the ur-
ban — rural labor market segmentation is institutional. It will decide our coun-
try’ s urban and rural labor market integration which is first and foremost a
process of institutional change. It includes the integration of urban and rural la-

bor market system and resources allocation.
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Because of institutional change with the characteristics of path dependence,
and therefore the integration of urban and rural labor market studies of the labor
force must be based on the traditional system of resource allocation, with config-
uration pattern as the starting point. The traditional system of labor resource al-
location is the labor resource planning system biased towards urban areas and i-
solated urban and rural areas. Formation mechanism of this system is: the clas-
sical Marxist theory of the rigid understanding and the experience of the Soviet
socialist construction superstition, thus the idea that the government builds a la-
bor resource planning system are formed. That priority are given to the develop-
ment of heavy industry and resource endowments structure of the contradictions
of government envisaged to enable the twist happened, eventually formed the la-
bor resource planning system which biased towards urban areas and isolated ur-
ban and rural isolation configuration. The system consists of four parts: the ur-
ban - rural .dual structure of household registration system, areas employment
system completely isolated from urban and rural areas and the employment sys-
tem, the equalitarianism wage system and enormous contrasts of urban and rural
social security and welfare system. As a result of this system, flow of China’s
rural labor force in urban and rural areas was subject to strict restrictions before
the reform and opening up. Urban and rural employment structure and output
structure are of a significant departure. National labor is inefficiency, the hid-
den unemployment is serious and the income gap between urban and rural resi-
dents is at a high level for a long time.

With the deepening of reform and opening up, the level of integration of
China’s urban and rural labor market continues to improve. As for as system of
urban and rural labor market integration is concerned, the main achievements
has been made: the reform of household regisiration system continued to deepen,
implementation of the rural labor force between urban and rural areas at the free
movement of non — residence, and the formation of four pattern employment which
constitutes of rural traditional industries sections, rural non - agricultural sec-
tions, the urban informal sections and urban informal sections. In addition to the

traditional rural industries, other departments have established system of self -
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employment, wage system of individual consultations with the nature of a typical
market economy. In addition, whether in rural or urban, we have begun to set
up the social security system reform in order to build the modern social security
system as the goal, and have begun to implement their own system of minimum
living insurance, medical insurance system, etc. .

However, the equal labor market system in urban and rural areas has not
yet formed. In the employment system, the signing rate of labor contracts is low
and the quality is not high, labor relations are unstable, the flow rate of the la-
bor is high. There is no guarantee of the income and the erosion of wages is very
serious at the rural labor market in the wage system. As to the social security
system, the social security system supply for the rural traditional industries isn’
t enough which leads to the insufficiency of the guarantee of the existing social
security system. In rural non — agricultural sections and the urban informal sec-
tions, the government ~ promulgated social security system has not been effec-
tively implemented. As to the household registration system, because of strict
restrictions in large and medium - sized town, the flow of rural labor in urban
and rural areas are the most of temporary transferring. Without rural citizenship,
the majority of rural migrant workers in cities are excluded from the urban social
security system and welfare system.

In different sections, there are different reasons in the essentiality and the
formation of urban — rural inequality in the labor market. For the traditional in-
dustries in the rural sections, the essence of the urban — rural inequality in the
labor market system is that some of the labor market supply becomes vacant.
there are three reasons: The development economics theory and the developed
market economies experience made the government believe that a country in the
early stages of industrialization should be biased towards the urban labor market
system; The path dependent made the original labor resource allocation system
of urban — rural segmentation unable to be completely eliminated; Cities and
towns class have more influence upon government decision-making in our coun-
try which causes urban bias of the labor market system after reform and opening

up; In non - agricultural industries sections and the urban informal sections in
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rural areas, the essentiality of urban — rural inequality in the labor market sys-
tem is that some of the labor market system the government issued has not been
effectively implemented. The reasons: The incomplete implement of the labor
market system in non — agricultural industries sections and the urban informal
sections in rural areas, local governments and employers’ risk preference, the
lack of the central government punishment to the local governments who don’t
enforce the supervision the lack of local government punishment to the employers
who don’t enforce the labor market system and the employers’ costs of enforcing
the labor market system, all of which will affect the implementation of the labor
market system.

As for the urban - rural labor market integration, the main achievements
since the reform and opening up are: The flow scale of rural labor in urban and
rural areas is expanding, the field of urban and rural labor employment contin-
ues to amalgamate, the proportion of employment of the rural labor in agriculture
continues to decline and the distortion of the employment structure in urban and
rural areas is smoothing down a bit. However, the phenomenon of urban - rural
segmentation and urban - rural labor resources allocation is still in a very serious
situation in China. Compared with the output value structure, the structure of
employment in urban and rural areas still has a lot of deviations. The income
gap between urban and rural residents has not been narrowed in accordance with
the flow of rural labor in urban and rural areas. Flow of rural labor in urban and
rural areas is of temporary transferring. China’s urban — rural segmentation of
labor resource allocation system have maintained for long time because the ine-
quality of the system in urban and rural labor market. In addition, the survey
shows that urban - rural labor market integration has been affected by a number
of non - institutional factors which are: the fragmentation of rural land brought
about inadequate employment, the wish of the rural labor to settle in the city is
not strong, migrant workers are separated, and the socialization degree of em-
ployment channels is still low, etc. .

The current labor resources endowments and the pattern of the allocation of

urban —rural labor resources require the characteristics of goal model of China’s
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integral urban — rural labor market should be: keeping competitive edge in order
to maintain the development of labor resources, setting up the equal employment
system in order to ensure equal employment opportunities for both urban and ru-
ral residents, establishing a “wide coverage rage, low - level” social security
system in order to stimulate the enthusiasm of workers in employment. We will
continue to follow a proactive employment policy among the rural labor in order
to promote the free flow of labors between urban and rural areas.

To further promote the integration of urban and rural labor markets, we
need to reform the existing system of inequality in the urban and rural labor mar-
ket. In rural traditional industries sections, emphasis should be on the reform of
pension insurance system, unemployment insurance system and the improvement
of the level of medical care insurance system. In non ~ agricultural industries
sections and the urban informal sections in rural areas, emphasis should be on
the reform of the rural — urban labor market system that government issued.
Therefore, local government must take a variety of measures to reduce the risk of
employer preference, which require the central government to increase the pun-
ishment to the local governments who don’t enforce the supervision an innovate
employment system to reduce the employers’ costs by enforcing the equal em-
ployment system on the urban and rural residents. Local governments should in-
crease punishment upon employers who don 't implement and improve rural la-
bors’ organizing degree to increase their influence upon the modification of em-
ployments system. As far as the household registration system is concerned, the
key of the reform is to eliminate the discrimination in the urban household regis-
tration.

Given the established system in the labor market, the expansion of the flow
of the rural labor force in urban and rural areas can further promote China’s ur-
ban and rural labor market integration. The current non — institutional measure
to increase the flow of rural labor force in urban and rural areas are: the con-
centration of arable land in rural areas to ensure full employment of rural labor
force in rural traditional industries sections, the creation of opportunities for the

migration of rural labor family, the improvement of the degree of socialization for
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the employment of rural labor and the reduction of the cost of living in cities and

towns in order to increase their willingness to enter the urban life, etc. .

Keywords ; institutional change; labor market segmentation; unified labor

market; Urban - rural labor market integration
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