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Review Article

ABSTRACT

China has experienced unprecedented economic growth for more than three decades now and this
is presumably attributed to the reforms and openness started in 1978 by Deng Xiaoping. However,
in recent times some issues have been raised by policymakers on whether the economic growth
has contributed to poverty alleviation or not. This paper therefore examines how economic growth
and farmer entrepreneurial activities influence rural poverty in China using national and rural
household survey data. Based on capability approach and structural equation modeling, the paper
identifies socio-culture, education and economic capabilities of farm entrepreneurs as key
influencing factors on rural poverty. The results showed that socio-cultural capabilities (democratic
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decision-making, social ties, open expression of ideas) by farmers exerted greater influence on
rural poverty than education (access to education, improved school conditions, higher education
level) and economic (higher earnings, access to market, technology and management information)
capabilities. This finding is based on the social and cultural embeddedness of Chinese business
relations. We suggest government promotes inclusive and pro-poor growth in rural areas by
empowering the poorest to participate in farmer entrepreneurship to alleviate rural poverty than
relying merely on economic growth as a panacea.

Keywords: Economic growth; farmer entrepreneurship; rural poverty; China.

1. INTRODUCTION

With the rapid economic growth in China, and
following seminal works on the relationship
between economic growth and poverty by Dollar
and Kraay [1], there has been widespread
debates over whether economic growth really
has impacted on the poor in developing
economies [2] and China for that matter or not.

Earlier research findings have indicated that
sustained economic growth can benefit the poor
in various dimensions [3]. However, others
stipulate that unless the economic growth is said
to be broad-based in nature and more pro-poor, it
does not always appear to be the case that
economic growth alone is an effective solution to
poverty but rather other factors including
entrepreneurship [4]. This is probably because
many poor people live in deprived communities
and villages that they are unable to fully share
the benefits of economic gains resulting from
increased economic growth rate within a country,
making the fight against poverty far from being
over, especially in developing economies such as
China.

Yet, it is an undeniable fact that the performance
of China’s economy in the past three decades
has been impressive with an annual average per
capita growth rate of about 8% [5,6], following
the introduction of market reforms and opening-
up of the economy in 1978. The overall living
standards of the people have therefore improved
markedly with rapid poverty reduction. However,
the growth is said to be uneven with rising rural-
urban inequality and wide coastal-inland gaps
[7-9]. It is believed that not everyone has shared
the economic successes equally. The breakdown
of the commune system in rural areas and the
large scale economic restructuring of state and
collective sectors in urban areas changed the

foundations of the Chinese social welfare system.

The benefits of new mechanisms to ensure
social equity and stability are therefore yet to be
harnessed. The understanding of the influence of

economic growth in China's economic successes
towards reducing poverty within the current
generation is of great interest to many scholars
and policy makers.

Whilst there is a growing body of literature on
China’s economic growth and issues related to it,
most of such studies focused on income
redistribution, inequality between rural and urban
areas and between coastal and inland areas
[10-16]. Some other studies in the field have
examined the impact of government policies on
inequality [17,18] and quite recently attention is
being given to drivers of China’s economic
growth [19], and the relative importance of
regional poverty and inequality trends [20].

Thus, what is the relationship between economic
growth and poverty in rural China? From
previous studies, it is noted that efforts to reduce
poverty have received much attention in global
development policy discussions in recent years
which necessitated the promulgation of the eight
Millennium Development Goals (MDGs) in 2000.
In that regard, attaining the first goal of halving
extreme poverty and hunger (the proportion of
people living on less than 1US$/day)
undoubtedly became one of the most important
international development policy targets for both
the developed and developing economies.

This paper therefore, examines the relationship
between economic growth and poverty reduction
through farmer entrepreneurship in China and
found that more youth have been engaged in
farmer entrepreneurship by creating jobs for
themselves and others and this has improved
their living conditions markedly and slowed down
rural-urban migration.

The remainder of the paper is as follows: Section
2 presents literature review, section 3 gives
theory and hypotheses. Section 4 presents
methodology based on a new data gathered.
Section 5 discusses the results, while section 6
gives the conclusions and policy implications.
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2. LITERATURE REVIEW
2.1 Meaning of Poverty

Poverty is viewed as a multidimensional
phenomenon [21] and it is understood to mean a
person’s inability to meet minimum international
standard indicators related to the Millennium
Development Goals and core functions in human
life [22]. Although poverty is defined to include
lack of food, income, shelter, clothing, it does not
only encompass material deprivations measured
by the concept of income or consumption but low
attainment in education and healthcare needs as
well, including vulnerability and exposure to risks
and voicelessness and powerlessness [23,24].
Most of these resources are outside the reach
and control of the rural poor in China. Living in
poverty is therefore seen as the most distasteful
aspect of human life.

Poverty in China is considered primarily as a
rural phenomenon due to the huge per capita
income disparity between the rural and urban
population. Historically, Chinese peasants have
been disadvantaged by an urban-biased policy
called the hukou system which formerly restricted
rural-urban migration and provided subsidies to
the urban population at the expense of the rural
dweller [25].

The issue of welfare of the rural poor is therefore,
critical and depends on various aspects other
than direct investments in support of agriculture,
schools, clinics and civil order. Nevertheless,

poverty reduction does depend in part on
adequate share of public spending and
international aid devoted to economic

development in major sectors such as rural
agriculture, industry and services. This makes
the fight to alleviate rural poverty in China
seemingly still far from being over as new groups
of poor populations emerge day in, and day out,
making rural poverty reduction efforts more
difficult.

2.2 The Incidence of Poverty

Several surveys have shed light on the nature,
causes, and incidence of global poverty. It has
been estimated globally that close to 2.47 billion
people live in poverty with income of 2US$ or
less per day [4]. In China, with a population of
over 1.3 billion, it is believed that most of the
world’s poor reside in this region. For example,
an estimated 15 million people are trapped in
poverty in the rural areas, depending mostly on
agriculture, forest resources and fishing for their

livelihoods. These people have lower levels of
education, sanitation and healthcare problems,
and scarce food and clothing for their general
wellbeing, compared to their well-to-do
counterparts in the urban centers. Therefore,
issues on poverty have very far-reaching
consequences on the affected people and their
communities. This is one of the reasons for
which poverty issues have appeared in the
literature of other disciplines such as
entrepreneurship, economics, and many more
with revealing empirical findings, with ways and
means being sought to effectively solve it. In
recent years, rural poverty reduction in China has
been uneven across the provinces [26]. Using
headcount index of poverty, it is found that
negative trends in poverty exist in both rural
areas and municipalities like Beijing, Tianjin and
Shanghai, showing that there is not much
tendency of rural poverty reduction while urban
poverty also appears to rise [26]. In Guangdong
for example, the rate of rural poverty reduction
was about 28.5% per annum, and in Shanghai,
there was no significant reduction in poverty.
With a generalized methods of moments used to
investigate how public goods supply such as
roads impact on rural poverty, it was noted that a
positive relationship existed between public
goods supply and poverty reduction in fifteen
Ethiopian villages [27]. Further still, economic
growth through liberal policies have been found
to often help the poor, despite some instances
where it did not benefit the poor enough [28].

With evidence from Indonesia, using national
data, it is found that location and sectorial
components of economic growth impacted on
poverty in which rural people helped to reduce
poverty in all sectors and locations with urban
locations having greatest effect on poverty while
agriculture contributed more to reduce rural
poverty [29].

Goh et al. [30] employed health and nutrition time
series data for fifteen years to show how income
of the rural poor grew in all sectors resulting in
poverty reduction. The drop in poverty rates was
attributed to returns in education as well as
employment growth in both the secondary and
tertiary sectors of the rural economy. Ferreira et
al. [31] studied the Brazilian economy, with GDP
data for twenty years. The authors found
variations in poverty reducing-effectiveness of
the growth of the economy where other factors
aside economic growth showed positive effect on
poverty. In a study of China’s economic growth
and rebalancing, Dorrucci et al. [32] found that
key drivers of economic growth remain relevant
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in the medium-term by helping reduce poverty.
However, delays in taking major policy actions by
the Chinese Government could increase the risk
of middle-income trap and erode gains already
chalked in the past decades.

2.3 Methods of Measuring Poverty

Several methods have been used by different
researchers to measure poverty. However,
according to Alkire et al. [33], there are basically
two ways of estimating poverty namely direct and
indirect methods. The direct method indicates
people’s satisfaction of specific basic needs or
their rights and this method is said to be in line
with what is termed the capability approach [34].
The income method is the most widely used and
it is employed by most scholars to measure
poverty in many countries as it mainly estimates
people’s income to be either above or below a
certain poverty line set by that country or the
international community, otherwise called the
‘dollar-a-day’ poverty measure used by the World
Bank. The method used in China is the
household consumer survey conducted annually
by the National Statistics Bureau (NSB). This
method uses headcount poverty index. The
NSB’s annual reports indicate that using the
international poverty line of persons living on less
than 1.25US$/day as extreme poor, and 2US$-a-
day as poor makes the incidence of income
poverty in rural China to be extremely high
although overall poverty levels appear to be
declining. Thus, poverty measures should not be
restricted only to income but should include lack
of capabilities by individuals to take advantage of
available opportunities to improve their wellbeing.

2.4 Estimation of China’s Poverty Line

The Chinese official poverty line is 6.3
RMB/person/day (or 2,300 RMB/person/year)
which translates into 1US$/person/day (or 371
US$/person/year). By this, about 98 million rural
people, representing 10% of the total population
of China in 2012 lived below the poverty line.
Currently, accordingly to world standard, a
person is poor if he/she consumes goods and
service worth less than 1.25US$/day. However,
by China's poverty line a person is poor only and
if only he/she earns less than what 6.3 RMB
could buy per day. This turns out that 6.3 RMB
spent in China could actually purchase items
more than 1.83US$ will do in America. Therefore,
China's adopted poverty line is somehow
appreciably higher compared to the international
standard.

2.5 Relationship  between  Economic
Growth and Rural Poverty

Most macroeconomic policies of national

governments targeted at reducing inflation,

downsizing government, promoting rule of law
and openness of economy for trade tend to
reduce poverty through economic growth [16].
Although scholars have criticized this line of
thought basing their augment on weak
methodology and dataset, inappropriate theory
employed in the analysis [35-38], the findings of
such surveys remain relevant till date, serving as
litmus paper test for various works that show that
growth generally benefits the poor [39].

Ravallion and Chen [3], employed cross-country
data for study in income poverty reduction and
realized that growth in incomes reduced poverty
to a large extent. Ferreira et al. [31] found that
variations occur across regions on how poverty
reduction is affected by economic growth and
two of such variations are the sector output
growth composition, initial asset distribution and
level of urbanization on one hand, and human
capital level and technology availability on the
other hand.

Globally, the proportion of the population living in
extreme poverty of less than 1.25US$ per day
has experienced a drastic reduction of about half
from 40% in 1990 to about 20% in 2010 [40].
China alone accounts for about 85% of poverty
reduction in East Asia [41], where the percentage
of people living below the extreme poverty
line dropped from 54.7% in 1990 to 16.8% by
2005 (37.9 percentage points reduction).
Government’s expenditure on poverty alleviation
programs in rural China has played a role in
reducing the incidence. For instance, in 2013, the
central government spent about 39.4 billion RMB
on poverty reduction, an increase of 6.2 billion
RMB over the previous year, resulting in about
17 million rural residents escaping from poverty,
and per capita net income for rural residents
living in poverty-stricken counties also reached
867.7US$ (5,389RMB), an increase of nearly
126.73US$ (787 RMB) over 2012, or 13.8%
increment in real terms [42]. Thus, China has
had a fall in extreme poverty rate by almost
three-folds since 2007, with statistics indicating
that poverty reduced to about 7% in 2012 [43]. It
is intimidated that such a fast drop in poverty rate
is in direct relationship to higher GDP per capita
growth rates over the same period. Thus,
economic growth does appear to have impacted
significantly on poverty in China.
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3. THEORY AND HYPOTHESES

In this section, we developed a research model
linking rural poverty and farmer entrepreneurship
based on capabilities of farm entrepreneurs and
then proposed four testable hypotheses.

Development practitioners and researchers have
begun turning attention to entrepreneurship as
potential solution to rural poverty in developing
countries [4]. Farmer entrepreneurship is akin to
self-employment, and it enables individuals to
accumulate wealth, expand their social networks
and facilitate social and economic wellbeing. It is
argued that people’s entrepreneurial potentials
are directly linked to their capabilities. The
capabilities of farm entrepreneurs which refer to
individual’s skills and abilities to proactively
initiate and own a business are therefore vital in
overcoming poverty in rural settings. According to
Sen [44], the capability approach is focused on
the functioning or living conditions of individuals
and defines them as “what people can do or
cannot do, or what they can or cannot be”. It is
basically concerned with the ability or capacity of
persons to achieve freedoms and justice. Since
its introduction into mainstream poverty research,
the capability approach has been used in other
disciplines and by institutions such as the United
Nations to produce the annual Human

Entrepreneurs’
capabilities

Education
capability

Economic
capability

Socio-cultural
capability

Development Reports (HDR) that measure the
wellbeing of persons or nations. In this paper,
three human capabilities namely education,
economic  and socio-culture of  farm
entrepreneurs are identified as critically important
in influencing rural poverty as shown in Fig. 1
below.

Previous findings on the relationship between
entrepreneurship and poverty show that
entrepreneurs  with weak ties tend to
demonstrate higher commitment in the welfare of
their local communities and this has impacted
significantly on innovations and job creation
which yielded higher economic growth [45-48].

Entrepreneurship is defined as the creation of
new economic entities which are central to the
evolution of organizations and economies [49].
According to Ferreira et al. [31] and Xavier et al.
[50], entrepreneurship is the engine of economic
growth. Farmer entrepreneurship on the other
hand is defined as a venture that employs
individuals either on full time or part-time basis in
farming activities such as in crops growing and
livestock rearing to earn income [51]. Farmer
entrepreneurial activities are key components of
rural economic growth and development because
they promote job creation, innovation and
improve local competitiveness in firms’ output.

= Farmer entreprencurship 3 Rural poverty

Quantitative
growth of farmer
entrepreneurship

>\H4a
/

Rural poverty

Qualitative growth H4b
of farmer

entrepreneurship

Fig. 1. Research model
Source: Authors’ construct, 2015
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Generally, education plays a pivotal role in
helping lift many people out of poverty. For
example, Verheul et al. [52] indicated that
education facilitates the accumulation of human

capital for development and it leads to
differences in entrepreneurial exploits by
individuals. In rural China, education

infrastructural development are lacking due to
inadequate public funding to supply these basic
goods. However, through entrepreneurial
activities in the private sector, a number of
schools and clinics have been built to provide
access for children in deprived communities to
education and healthcare. It has been found that
improved financial literacy of farm entrepreneurs
contributes managing their farm and non-farm
businesses better. Birthal et al. [53] assessed
the impact of crop diversification on poverty in
India, and found that incomes from high-value
crops (HVCs) are a better strategy towards
improving livelihood outcomes of farmers.

Based on the research model in Fig. 1, the
following hypotheses are developed:

Hypothesis 1a: There is a positive
relationship between educational capabilities
of farm entrepreneurs and the quantitative
growth of farmer entrepreneurship.

Hypothesis 1b: There is a positive
relationship between farm entrepreneurs’
educational capabilities and qualitative
growth of farmer entrepreneurship.

Hypothesis 2a: There is a positive
relationship between farm entrepreneurs’
economic capabilities and quantitative
growth of farmer entrepreneurship.

Hypothesis 2b: There is a positive
relationship between farm entrepreneurs’
economic capabilities and quantitative
growth of farmer entrepreneurship.

Hypothesis 3a: There is a positive
relationship between farm entrepreneurs’
socio-cultural capabilities and quantitative
growth of farmer entrepreneurship.

Hypothesis 3b: There is a positive
relationship between farm entrepreneurs’
socio-cultural capabilities and quantitative
growth of farmer entrepreneurship.

Hypothesis 4a: Quantitative growth of
farmer entrepreneurship significantly affects
rural poverty.

Hypothesis 4b: Qualitative growth of farmer
entrepreneurship significantly affects rural
poverty.

4, METHODOLOGY

This section describes the methodological
approach employed to gather and analyze the
data, including a brief description of the study
area.

4.1 Study Area

This study was conducted in Wenzhou town
which is located in the north of Zhejiang province
(Fig. 2). The area was purposively selected
because it had previously been considered as
one of the poorest areas in eastern China [54].
However, living conditions in the area have
improved markedly due to the evolution of
entrepreneurial activities, dominated by migrant
workers [55], with many residents taken out of
poverty. For instance, the annual per capita GDP
of Wenzhou was about 42,000 RMB in 2011,
which is twice more than the national average
[56]. Wenzhou is currently regarded as the
economic nerve center of Zhejiang Province,
enjoying the reputation as the birthday place of
China’s private economic growth. Wenzhou has
two cities namely, Rujan and Yue’'ging, three
districts, and six counties with a total population
of 7.99 million people as in 2008. The land area
is about 11,784 Km?, annual rainfall of 1,800 mm
and mean temperature of 18°C [57]. Residents in
Wenzhou town are mostly engaged in growing of
crops, fruit trees such as organic mangoes,
gourd plants and rearing of birds such as ducks
and chickens. They also have start-up
businesses dealing in fresh sea foods such as
fish, crabs, and sharks because it is a harbor city
and also endowed with beautiful environment
that attract tourists.

4.2 Data Collection, Sample Size and
Procedure

Purposive sampling technique was used to select
Zhejiang province and Wenzhou, followed by
snowball sampling to select the respondents for
the interviews. The data was obtained using 5-
point Likert scale on 19-item semi-structured
questionnaires ranged from 1=Strongly Disagree
to 5=Strongly Agree. A total of 54 farm
entrepreneurs were interviewed during summer
2015. Although large sample size is usually
preferred in SEM analysis [59], the use of low
samples may not negatively affect results [60].
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Fig. 2. Map of study area
Source: China-map-guide.com

4.3 Data Analysis

We used AMOS version 21.0 in structural
equation modeling (SEM) alongside SPSS
version 20 to analyze the data. Historical
antecedence of development on SEM is centered
on factor and path analyses. The SEM method
enabled  confirmatory, measurement  and
structural or ‘cause-effect’ analysis to be
conducted on data without difficulties [58], hence
its choice.

5. RESULTS AND DISCUSSION

5.1 Economic Growth and Rural Poverty

Fig. 3 shows that increase in economic growth
corresponded with decrease in the rate of rural
poverty from 1978 to 2009. However, the sharp
increase in rural poverty in China is thought to be
the result of the change in the minimum poverty
line from 1,274 RMB/year to 2,300 RMB in
2009/2010. Hence, it reveals that economic
growth impacted significantly on rural poverty
although a study by Ravallion and Chen [61]

indicated that economic growth has been uneven
in many regions with rising rural-urban inequality
and wide coastal-inland gaps in China. This
finding is also in line with Dollar and Kraay [1] in
which GDP growth rate and poverty reduction in
developing countries are shown to be correlated
to some extent, dispels doubts about if
developing countries can escape from poverty
[62].

It is important to state further that the cause of
the fast decline in rural poverty during the
reforms was led by high productivity growth in
the agriculture sector, which in recent years have
witnessed a decline in contributing about 10% of
GDP growth rate to the national economy (see
Appendix A).

5.2 Descriptive Statistics

Using additional data from Wenzhou, we
analyzed how farmer entrepreneurial activities
which play important role in economic growth
helped to reduce rural poverty. Table 1 depicts
the  socio-demographics of respondents.
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Accordingly, 69% are males and 31% are
females. Maijority of respondents (43%) attained
primary level of education, 33% at the Junior
High level, 13% at College/University level and
11% for Senior High/technical education status.
Also, 96% of respondents are married and nearly
41% of them were actively engaged in farming
only, 33% were self-employed, 20% do part-time
jobs only and 6% take farming and part-time job
activities at the same time.

These findings show that most of the youth
are involved in entrepreneurial activities and
that can help reduce rural-urban migration in
the countryside of China. As more women
are involved in farmer entrepreneurship,
improvement in household living conditions can
be achieved since women are known to be better

home managers. The higher education levels of
respondents will help them adopt improved
farming practices faster.

Table 2 also shows the means, standard

deviation and Cronbach’s values of the construct
which are acceptable according to Cronbach’s
criteria [64]. The highest means is from the
farmer entrepreneurship quantitative growth
(FEQG1) construct with 4.13. In evaluating the
constructs’ internal consistency, the Cronbach’s
alpha values range from 0.76 to 0.93 and
these satisfy the criteria where Cronbach’s
alpha values not less than 0.5 are acceptable
[65].

Table 1. Socio-demographic characteristics of

respondents
Variable Description Sample
statistics
(%)
Age (years) 16~39 17
40~59 35.6
60~79 43
80~99 4.4
Gender Female 31
Male 69
Education Primary or less 43
level
JHS 33
SHS/Technical 11
College/University 13
Marital Married 96
status
Not married 4
Income/year  1000~10K RMB 223
101K~400K RMB  48.1
401K~800K RMB 7.1
801K~1200K 15.4
RMB
1201K~10000K 71
RMB
Occupation Farming Only 41
Farming and Part- 6
time work
Part-time only 20
Self-employed 33

N=54; Source: Authors’survey, 2015
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Table 2. Means, Standard Deviations (SD),
and reliability tests

Construct Item Mean SD CA(a)
FEQG1 b1 413 0.97 0.79
b2 3.67 0.99
FEQG2 b3 3.83 123 0.88
b4 3.96 1.06
EC1 b5 4.26 0.89 0.76
b6 4.31 0.88
b7 4.33 0.75
EC2 b8 3.61 1.16  0.93
b9 3.39 1.14
b10 3.24 1.39
SCC b16 3.85 1.27  0.91
b17 3.82 1.29
b18 3.89 0.97
RP b12 3.32 1.29 0.86
b13 3.37 1.42
b15 3.85 1.12
b19 1.07 4.02

N=54; Note: FEQG1=farmer entrepreneurship
quantitative growth; FEQG2=farmer entrepreneurship
qualitative growth; EC1=educational capabilities;
EC2=economic capabilities; SCC=socio-cultural
capabilities; RP= rural poverty; SD= standard
deviation; CA= Cronbach'’s alpha (a)

5.3 Measurement Model

Confirmatory factor analysis (CFA) on the
constructs was conducted to test convergent
factor validity of the research model and
Cronbach’s alpha was applied to test the
reliability of each construct in the model. The
CFA model included six constructs, namely
economic capability (EC1), education capability
(EC2), socio-economic capability (SCC) of
farm entrepreneurs, farmer entrepreneurship
quantitative growth (FEQG1), farmer
entrepreneurship qualitative growth (FEQG2),
and rural poverty (RP). Table 3 outlines the
results of the factor loadings, the composite
reliability (CR), average variance extracted
(AVE), p-values and selected fit indices for the
study.

Results of the factor loadings are all high and
met the benchmark prescribed by Carmines
and Zeller [66]. The constructs convergent
validity indicate the extent to which all the
items in a construct measure the same
concept as determined by the average variance
extracted (AVE). The results of AVE which

measures the extent to which all the items
in a construct measure the same concept
are also within the permissible threshold of
0.5 [67], and the composite reliability (CR)
values are not below the cut-off point of 0.7
[68].

5.4 Structural Model

The result of the structural model is shown in Fig.
4. As can be seen, the results of fit indices are:
x/df =4.61; GF1=0.65; AGFI1=0.52; RMSEA=0.18;
CFI1=0.77; and NFI=0.68 for education, economic
and socio-cultural capabilities constructs, while in
the case of growth of farmer entrepreneurship,
the fit indices are )(2 /df =4.82; GFI=0.73;
AGFI=0.62; RMSEA=0.13; CFI=0.67; and
NFI=0.69. The rural poverty (RP) construct has
fit indices scores as )(2 /df =5.27; GFI=0.55;
AGFI=0.53; RMSEA=0.15; CFI=0.78; and
NFI=0.57.

All the indices, except the RMSEA are within
their respective ranges (See Appendix B for more
on the indices), hence making the model fit. Fig.
4 further shows the effect of capabilities of the
respondents on farmer entrepreneurship and the
impact of the latter on rural poverty. The results
show that farmer entrepreneurial activities which
increase economic growth significantly affect
rural poverty.

5.5 Hypotheses Testing

In examining how economic growth impacted
on rural poverty in China, farmer
entrepreneurship is used to test four hypotheses.
Clearly, from Table 4, all but the link between
economic capability (EC2) and the qualitative
growth of farmer entrepreneurship (FEQG2) are
supported.

As whether the earnings of farm entrepreneurs
really impact on rural poverty, Fig. 5 shows that
51.24% of the respondents, comprising 34.71%
for “Agree” and 16.53% for “Strongly Agree”
answered in the affirmative when they were
asked if: “farmer entrepreneurship helps to
alleviate rural poverty”.

Farmer entrepreneurship can therefore help
alleviate rural poverty, provided constraints in the
agriculture sector in the form of farming
technologies are improved as in other developing
countries [69].
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Table 3. Measurement model

Item Construct Factor loading S.E. p-value CR AVE x2/df GFI AGFI RMSEA CFI NFI
z5 <EC1 0.61 0.79 0.58
z6 <EC1 0.64 0.41 o
z7 <EC1 0.57 0.2 i
z8 <EC2 0.92 0.08 i 0.93 0.82
z9 <EC2 0.91 0.07 o 4.61 0.65 0.52 0.18 0.77 0.68
z10 <EC2 0.88
z16 <SCC 0.75 0.21 e 0.92 0.79
z17 <SCC 0.93 0.22 i
z18 <SCC 0.96
z1 <FEQGH1 0.58 0.48 0.32
z2 <FEQGH1 0.53 0.27 i 4.82 0.73 0.62 0.13 0.67 0.69
z3 <FEQG2 0.74 0.35 b 0.91 0.84
z4 <FEQG2 0.62
z12 <RP 0.63 0.35 o 0.89 0.68
z13 <RP 0.80 0.37 o 5.27 0.55 0.53 0.15 0.78 0.57
z15 <RP 0.86 0.29 o
z19 <RP 0.95
N=54
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Education capability

Quantitative growth
of farmer
entrepreneurship

N

Rural poverty

Economic capability

Qualitative growth of
farmer
entrepreneurship

Socio-cultural
capability

Fig. 4. Structural model with standardized path coefficients
Source: Authors’ construct 2015. Note: *** p < 0.01; ** p <0.05

Table 4. Results of hypotheses testing

Path of Hypothesis Estimate (3) C.R. P-Value Hypothesis support/not
supported
H1a: EC1 == FEQG1 0.19 4.22 0.000 Supported
H1b: EC1 =3 FEQG2 0.16 412 0.000 Supported
H2a: EC2 =3 FEQG1 0.10 3.42 0.000 Supported
H2b: EC2 —) FEQG2 0.09 1.83 0.045 Not supported
H3a: SCC =) FEQG1 0.46 8.23 0.000 Supported
H3b: SCC === FEQG2 0.40 8.14 0.000 Supported
H4a: FEQG1 === RP 0.17 4.20 0.000 Supported
H4b: FEQG2 =3 RP 0.96 20.15 0.000 Supported
H Strongly
Disagree
B Disagree
@ Neutral
B Agree
H Strongly
Agree

Fig. 5. Farmer entrepreneurship helps to alleviate rural poverty
Source: Field data, 2015
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6. CONCLUSIONS AND POLICY IMPLICA-
TIONS

In general, poverty reduction trends to move
along with high GDP growth rates in China.

However, while economic growth has been
largely responsible for the people’s moving out of
poverty, this has mainly been done through
trickle-down effects. Thus, economic growth
alone is not enough to reduce rural poverty in
some cases unless the growth is pro-poor in
nature involving farmer entrepreneurial activities.
Compared with other developing countries,
China has achieved a great deal in rural poverty
reduction although much still needs to be done.
The study found that improving the capabilities of
farm entrepreneurs in rural areas will be a step in
the right direction towards achieving China’s
national goal of eradicating poverty before 2020.

Increased public and private investment in rural
agriculture can help transform the livelihoods of
many rural people. Government policies should
therefore be geared towards creating enabling
environment for private enterprises to flourish, to
create jobs for the youth that will reduce rural-
urban migration in the country.
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APPENDIX

Composition of China's GDP in 2012
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Appendix A. Composition of China’s GDP growth
Source: National Bureau of Statistics of China, 2012

Appendix B. Selected goodness-of-fit indices, meanings and cut-off criteria

Fit index Description Cut-off
value

X Assesses the magnitude of discrepancy between sample and fit NA
covariance matrices

df Measures of how many values can vary in a statistical calculation NA

X /df Minimizes the impact of sample size on the model x° <3

GFI Estimates the proportion of variance accounted for by estimated >0.90
population covariance, and it increases as the number of parameters
increase

AGFI Adjusts the GFI subject to the degree of freedom in the specified model, >0.90
with more saturated models reducing fit

RMSEA Tells how well the model, with unknown but optimally chosen parameter  <0.08
estimates would fit the populations covariance matrix or>0.1

CFI Assumes all latent variables are uncorrelated, and compares sample >0.90
covariance matrix with null model.

NFI Assesses the model by comparing the x° value of the model to the x° of >0.90
the null model

Cronbach’s  Gives an estimate for the reliability based on interrelationship of the 20.5

alpha measuring items

CR It takes into account the fact that indicators have different factor loadings =0.07

AVE It captures the variance of its indicator >0.05

Source: Hooper et al., 2008
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