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Abstract

The Impacts of Agricultural Trade Liberalization l

on Poverty in China

The understanding of the impacts of agricultural trade
liberalization on China’s rural poverty is essential to
policy makers in poverty alleviation, agricultural policy
and international organizations. There has been strands
of literature supporting the claim that trade liberalization
has played a positive overall effect on the employment
and income of the poor. However, it has also been
argued that there is no strong concensus on whether
trade liberalization will benefit or hurt the poor. The
impact of agricultural trade liberalization on China’s
rural poverty has not been free of controversy either.
The goal of the book is to evaluate the impacts of
agricultural trade liberalization on rural poverty in
China. This book first examined the impacts of
agricultural trade liberalization on farmer’s agriculture
income, and then examined the impacts on non-
agricultural employment, which is the main source of
rural farmer’s non-agricultural income.

The main findings are; China’s agricultural trade
liberalization may raise national welfare, but agriculture
income of the poor and the near-poor tends to decline.

Secondly, being lack of human, social and physical
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capital, the rural poor are thus less likely to capture the non-
agricultural employment opportunities that maybe created by
trade liberalization and conversely, the non-agricultural
employment gains from trade liberalization may go
disproportionately to the already better-off groups and resulted
negative effects on rural poverty.

In order to assess the effects of agricultural trade liberalization
on rural poverty via agriculture income, a multi-product Spatial
Equilibrium Model (SEM) was constructed. Markets in the
model follow the rules of spatial arbitrage: trade between two
regions occurs when the price difference between them reaches
the transfer cost. In the SEM, Agricultural price, production,
consumption, trade volume and direction (intern-regional and
international trade) are specified as endogenous in SEM, which
composes of 5 block equations. The 5 block equations are
equations of regional supply, demand, outflows, inflows, price
arbitrage, respectively. GAMS tool was used to conduct
simulations of agricultural trade liberalization.

The simulation demonstrated that the under agricultural trade
liberalization, the rural poor in China’s Southwest, South and
East area will suffer the decline in agricultural income. Among
most of the provinces in the three areas, some near-poor rural
households will fall into poverty since the agriculture-dominated
household will also suffer the decline of agriculture income. It is
expected that the agriculture income of rural poor lived in North,
Northeast and Northwest will rise as the results of agricultural
trade liberalization. However, the growth rate in agriculture
income for the rural poor is lower than that for the other rural
households, which indicates that although the rural poor will
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benefited, but only absolutely, not relatively. The research also
conducted simulations of scenarios of the impacts of deep inter-
regional agricultural trade reform and international trade
liberalization on rural poverty. The findings also confirm that
agricultural trade liberalization will hurt the poor and the near-
poor households.
In order to investiagte the impacts of trade liberalization on non-
agriculture employment, economic theories are firstly reviewed,
and their implications for understanding the impacts on China’s
rural poverty are discussed. To examine the features and
microeconomic determinant of non-agricultural employment for
the rural poor, the research used probit model and CHNS survey
data. The macro analysis implied that China’s trade liberalization
might not benefit the rural poor regarding to their non-
agricultural employment. Conversely, the non-agricultural
employment gains from trade liberalization may go
disproportionately to the already better-off groups and resulted
negative effects on rural poverty.
The micro findings are: The possibilities of engaged in non-
agricultural employment for the rural poor is significantly lower
than that of higher income groups. Moreover, the comparisons
between year 1989 and 1997 demonstrated that the non-
agricultural employment ratio increased rapidly nationally, while
the rural poor has not seen improvement in non-agricultural
employment. The low probability of rural poor non-agricultural
employment implied that their non-agricultural employment was
more randomly microeconomic determined and more easily
affected by changes in economic environment,
Moreover, the results also suggested that the rural poor lack human,
e 3.
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social and physical capital and are therefore less possibly to capture
the opportunity of non-agricultural employment generated by trade
liberalization. Education is found to play an increasing important role
in promoting the nomagricultural employment for the rural poor,
which implies the significance of government investment in
compulsory education. The results also show that the access to job
opportunities in local TVE is very limited for the poor compared with
higher income group people. The finding implied that supposed
China’s trade liberalization may promote TVE growth, however the
poor will not share the assuming job opportunities.

Two other findings of the research are also reported. One is that
the rural poor benefits from the investment in rural
infrastructure investment, such as road construction to promote
agriculture products exchange and availability of consumer goods
and services. But again, the rural households with higher level
of assets, education, migration experience, high ratio of non-
agricultural income benefit more from road construction than
their rural poor counterparts. This strongly suggested physical
investment in poor area will automatically alleviate poverty,
human capital investment to the rural poor are very important for
the poor to reap the benefits. The other finding related to gender
issue. Being a female reduces the probability of non-agricultural
employment, holding other things constant, the probability was
24%. The probit estimation shows that education promotes non-
agricultural employment for female more evidently than for
male. The findings imply that great efforts are called for to
improve human capital in poor rural area, especially poor rural
households with high percentage of female members.

China’s rural poverty alleviation policy, agricultural technology
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and industry adjustment policy need to take into account the
regional differences of agricultural trade liberalization on rural
poverty, and should be more targeted to the rural poor. Special
measures need to be taken to create more non-agricultural
employment opportunities for the rural poor independently.
More investment in human and social capital for the rural poor,

especially for the female, is more and more important.

Key words: trade liberalization, rural poverty, agriculture, and

non-agricultural employment



REABRRKYHR, WY ~E/RETE.,

LW 204FE, JAREFERMERH®S
—#, ERNTFHARRRBEIEY, HBTRE
Bh, ERPESNEGRETERKRRKEM,
EE-LRERXHATABME SR, By E, &
ME 254, RNREATAKI78 FWH 2.5, TH
7| 2004 £ 92 6105 A; REABT ERHA T HANR
307N THE 2.8%. KEERBERKEBAEXR1 £
TR E&FE, PERAABEA DK 1990 £ 2.8
LTFHBHEEWN 12412, SATHRHFNRILINTHE
213.5%, YEARR LARGHELRE B KRR L
BREMAL, BEWEAEREEAFAT, KH
ERHELKAWHETE,

PEHRIRANRRE K L BRETFENEZ
FHKk, AXEW2054E, PELSF-—EREHF
HENU Lt HER K, AHEEEHRRREROL &
LtHRBHFERS., PEHRREFERKRIEEAN
ADRE, SIRTERASHBEXE, XHAXAEY
BFWOHERERE M, ik, BERESRKER
2, EXZ-NAHERRXEFER—WE, K20
L T0ERKUK, G—ERFFANELENRE W




KRS Bl P ERH R BN

BHEHEKEE., YERHLBEEEMRE. BHT. LXBL,
RMRARBREFTERE - FRFFGTREAERH B HH
K#EE., BREFTE. GE. BEET. MRE, EEFLE4Y
WRARVPERNEELFHK, OBCDERL R T —HINE
BREFNERPHEERETHR! TEHXIHATERELE2 %
EWRELHWEALT! REHRF 4 ¥ Goldman Sachs F i,
AAKRK 0%, FEZFLERSLXE, KEHRE—.

TERENHELFHKIRTERELHNEE X T,
ERGHELAENNFEARBETERNHELFHK, XEA
Y, AHEFRKREVWEFR LHKALNEFEAR. &
BHRMR0WEFERLE, KRR, EANKEH
P, AMRAFLERZHXESR, FTHREAFEILFRLTH
WERT, EERHESE, THEAFE, FXEFEH, ®HF
7. PEAEHREFPERRARBREET. BFHEKX
BEEERERTERE - LA NH 2, FTUARABERE
REFER, NERZFEERE®E, AEBEREB¥XK,
MABEFIHLIM, RERAMNRBRERE “FE” ®
N, EEENR, AEWTHRXFFRRWEERE W E K,
EAHBAMNIANFRENEERE KT, RR. #%,
TERR, URETHXETEFPR.

PEEERBKRREBA! ENERELVECHE R
BENRRTRE ER, REARXZEARSRP L. &
BiE, YREALFE-ANNFAERNI R FR4LS, X
FRENEBFUMBLEZREY, AL FEeBHTHALEA
AIFPE. FAUHLSRENCHFIZFRRBHLA
AL EEN,

REZA&, BREFRRMNFTAENEE. EFHEARF
RLEZFHRKERGFLAYER, REARABNEFTHEER

2 .



_F

KEEHEUFFIT. £FAELXRBELTHRBEAR, T
MUPBASBEREAEIRRERUABRABER; &
BUCH AR EETAEBETE, PHEFEFRIETF
BUARKRHFR, AR TEQLEZTELFHKF RN HF
o RNZHEHEYITH, 193 FESRMAN “NL” HR
KRR P SRR R B A 7 £ EAERE000F RE AT KIE
WEE; HEXAAR, 9543 A6 HEAXZERANRGESL
KL REEELS L, HETERENFREAFERAE 20
HLEKHBRANBERRE, 2R, €441, 21 #LEL
HETIUAEX, HERIRBEEANESRKERE,

BRERLABEFELERA, XAWE “BHERE, ¥k
BAF” MEBRAEFTHH R LK, PEFAERE. 3
A2l 4, REMKRE-—NMERLRWEAFNE., PEEH
MAEL2610F ABMAT M KRBREMEE; TRZERL
HRAWEASXl LA BEEKREITE, REZXAH1CA
B TRERE., EAAHERNWRE, XERBATHHZR
BEBRERARK., SUNITHEML, #RrX—-—FBLREACH
BAMEEEEA; TANLRAREHEARRABERAD,
A AL - BomTAETETAGHABRANERLE, &
BERARENRINIRRE, BHZBEBARE.

2001 R FEMANHRHAZALR, HREFFESSTK
EABEREAKRMBEAHEETHRE, HH 8 bt
AL FHH., BREHN, WA WTO P EHEZITENH
MW KK NTEE, £FERFN AR N RER
Embm,. ARAENBEXRE, TREUAFRAREF 4L
EEABRERE B RNER,

AHEETEEFRER KN - NEFRERTERAZH
BEMK, 20044, PEHOMKEZFARLT 40%! ARE

3



AR5 B s ERNRENER

WLEE, PENHOR S 252 GDP W 35% M £, %A
#HHUHZ EZEGDP 7000 L. PERSZAEHRAH S 4
BHMTHAE, BRASHRHAZEBEN 6. AHEZXES
GDP R EWARKREE, AENWTERYF LI ANEFT
BEFAKNEET! XEHAREZHARELEE.

ELFRRRFTBEFHTE, HENARRES AR
BAUWRE, REQREFNAB? 2RNHZERER
AMl, BT ZREAZGFRAWEK, ER, ZRFZER
BEFRN, —BNLFABAEKAFTENRERFHAER
WEAHK, BRLEXEHNZEHFRELABIRNA,
BHRUG - BAHBREREANRN. XBARBR? FX
R RABELFARREANA; FATRRBLRE —FF
RRHEHAT UMY A ERBRLHA; FATHENL
BKRBIRERBTERBITINA; EFATRHREREWA,
EAAREWALBERRREZ ZE X E. TRAH, AR
AMEEESTHAT, TAMLEHEHT 5 THHER
-, EBXEREELSTAT.

HREREEN, XTREZSABELR-MEA S NHE
B, BERMARUHEZEA. RBEA. ZERFA, £
BHEFEE, FANERERZETR, XEXTHRLA
R, M THLZ? A THARBRERZELRALLFX
— IR,

ERKBWE, ANTHELFFPHERERN T ERRKHT
%, FHAERKXETHLWIRE. N 2004 £ FF 44 th 3%
EHRMEKE, ABRFH “+—-H5” ANE, RINUFRE
FETHALEBAEARANGTA, EEABRRN AR, 2R
R By E bk — 261

FEARNMWXBAR RS RLELFER.

o 4.



