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ABSTRACT

In the pre-reform period, the planning system was
born and served as a tool implementing heavy in-
dustry-oriented strategy. As the result of the re-
forms undergone in rural and urban sectors, labor
market matures, labor mobility has augmented,
and larger and larger part of workforce has been al-
located through market forces. During the reform
“period, however, the uneven political influences
between rural and urban residents keep alive the
hukou system and segmentation of the labor mar-
ket, and thus the appearance of this divide in China
today is the inequality of resources possessions,
which leads to the disparity in income and welfare
between the two sectors. Since sustainable eco-
nomic growth, social harmony and political stabili-
ty are dependent of the narrowing of rural-urban
gap, the hukou system reform has been initiated
by governments at every level in the early of the
new century. After over 20 years of economic re-

form, especially in the area of labor policies, to what



extent is labor in China allocated by market forces,
why are the institutional obstacles impeding labor
mobility remained, in what areas are further re-
forms urgent, how should China undergo hukou
system reform and related reforms? This book, by
providing an analytical framework of political econ-
omy and empirical studies, intends to answer those

questions.

Chapter 1 reviews how the planning system
before reform restricts labor mobility and what
changes happen during the reform period, describ-
ing the current trend of labor migration and the
characteristics of migrants. Labor mobility in Chi-
na was strictly controlled by the authorities before
the 1980s when central planning had typically im-
plemented. Public security departments controlled
place-to-place migration through the hukou system
(Household Registration System), a unique insti-

tutional arrangement that segregates rural and ur-



ban areas strictly. Since the very beginning of Chi-
na’s economic reform, reformation of the hukou
system has been quietly in process. As a result, a
large amount of labor force released from agricul-
ture by the household responsibility system trans-
formed to non-agricultural industry in rural areas.
Then tens of millions of rural population moves into
cities seeking for better jobs. And the 21 century

sees the reformation going on with unparalleled

speed.

A host of unfinished tasks remain for labor
market development in rural and urban China. The
remaining hukou system is the legitimate base of
all obstacles preventing labor market from develop-
ing. This remaining of hukou system has its eco-
nomic and political reasons. This chapter then dis-
cusses the effects of migration on san-nong issue
(three dimensions of agriculture-related issues) and

sustained economic growth, arguing that more free



