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Abstract

Since the inauguration of the reform and open policy in China
more than 20 years ago, the Party and the Central Government
have been pushing out a series of new policies to allow rural popu-
lation to get richer. The policies have resulted in more and more of
the surplus labor from the rural area migrating to the urban cen-
ters. It is the so-called Rural Migrant Workers (RMW) who has
become a large and distinct social and demographic group. While
the RMW group has made significant contributions to China’s eco-
nomic growth and social development, it encounters increasing so-
cial and economic difficulties. These include difficulty in finding
employment, low income, no wage increase for many years and e-
ven worse-frequent delays in receiving payments, the lack of basic
social security, high costs for child education, experiencing many
restrictions and prejudices living in cities, etc. These problems
have become a major factor in affecting social and political stability
and continual economic growth. Although the Party and the Cen-
tral Government have already begun to pay attention and take
measures to address these problems, there are lack of understand-
ing and consistency in dealing with the problems from the regional
and local governments. Given this background, the purpose of this
paper is to attempt to provide some insights into the problem situa-
tion through research and analysis and to help various levels of gov-
ernment achieve some common understanding to address the RMW

problems.
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This paper describes five accomplishments of an innovative re-
search: (1) It established a new theoretical model based on the neo-
classical growth theory and the endogenous growth theory to meas-
ure the RMW's contribution to the overall economic growth; (2) It
analyzed the RMW's income share under the framework of the na-
tional income distribution; (3) It analyzed the factors that contrib-
ute to the RMW's income by introducing such variables as minimum
wage and employment time; (4) It established an income-shock e-
conometric model to estimate the consumption rate and the capital
formation rate; and (5) It constructed a method to calculate the
GINI coefficient by including both urban and rural residents’ income
levels and estimated how the RMW's income variable affects the GI-
NI coefficient. Based on the research the paper has reached the fol-
lowing conclusions:

First, the RMW's contribution to economic growth is signifi-
cant. Between 2001 and 2005, it is approximately 22% every year,
and respectively it is 21.’8‘1%,. 21.85%, 21.89%, 21.91%, and
21.94%. , '

~ Second, the RMW's income share is low. Between 2001 and
2005, it is 3.6%, 3.5%, 3.7%, 3.8% and 3.9% respectively. If
deducting the number of the RMW addition, based on year 2000, it
will be respectively 3.4%, 3.0%, 2.9%, 2.8% and 2. 7%, which
shows the income share is even lower.

Third, the RMW’s wage income is affected by many factors.
Among them, minimum wage is a significant factor; however, be-
cause the policy is r{10t well implemented, its impact has been sig-
nificantly reduced. ‘Employment time is also an important factor.
With employment time increased by a month, the individual RMW’

s income would raise 729 RMB yuan.
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Fourth, the increased RWM's income can raise the consump-
tion rate and lower investment rate. This will help correct the un-
balanced current structure of investment and consumption, and is
to the benefit of economic continual growth.

Fifth, increasing RWM's income will decrease GINI coeffi-
cient, reduce income gap, and therefore, promote social stability
and social development.

In conclusion, the RMW group has been treated unfairly seri-
ously considering its contribution to GDP vs. its income share.
Raising the RMW'’s income will not only improve their quality of
life, narrow the income gap between urban residents and rural resi-
dents, but also reduce social conflict, and contribute to the eco-
nomic and social development. Finally, some constructive sugges-

tions have been put forward.

Key words: The Rural Migrant Workers, Contribution, Share
of Economic Growth Fruit, Economic Development, Social Devel-

opment
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