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Transitions to Non-farm Self-employment in China

Xie E

(' School of Economics Shandong University)

Abstract: Using panel data of the China Health and Nutrition Surveys( CHNS) this paper analyzes the determinants of
transitions to non-farm self-employment. The paper distinguishes the existence of different initial status ( unemployment or
paid employment) and final status ( own-account self-employed or employers with employees) furthermore transitions
within self-employment was present. The main conclusion is that intergenerational transfers of human capital play a key role
in transitions into self-employment regardless of starting status. Age and gender has a significant effect on the probability of
transition for unemployed people to self-employment. The probability of transition for unemployed people is much higher
than the ones for paid-employed. When the final states ( i. e. employers and own-account workers) are also taken into
account the probability of transition for unemployed people to employer is much smaller than the ones for paid-employed
while the probability of transition for unemployed people to own-account self-employment is much higher than the ones for
paid-employed. Higher education contributes with the job generation process.

Key Words: NonHfarm Self-employment; Occupational Choice; Informal Sector; Intergenerational Transfers of Human
Capital
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