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China’s hukou system reform: 

Endogenous evolution and 
adaptive efficiency

Kunling Zhang

Introduction
China’s National Development and Reform Commission released the implementation 
scheme for new urbanisation under the Fourteenth Five-Year Plan in late June 
2022, proposing to deepen the reform of the hukou (household registration) 
system, making hukou a hot topic once again (NDRC 2022). The plan envisages 
abolishing hukou restrictions in cities with a residential urban population of less 
than 3 million, while for cities with 3–5 million people, hukou regulations will be 
relaxed. In addition, the points system operating in cities with a residential urban 
population of more than 5 million will be improved to emphasise migrants’ local 
social insurance contributions and length of residence. Although this appears to be 
a big step forward, the ideas in this round of hukou reform are not altogether new, 
as several previous documents made similar proposals. In recent years, the Chinese 
Government has indicated its intention to reform the hukou system by promoting 
‘new-type urbanisation’,1 the development of urban–rural integration (State Council 
2019a) and establishing a high-standard market system (State Council 2021). At the 
end of 2019, the central government issued its guidelines on promoting institutional 
reform of the social mobility of labour and talent, promoting hukou reform in the 
big cities, enlarging the coverage of basic public services and deepening supporting 
policies (State Council 2019b). These policy ideas were also set out in the Fourteenth 
Five-Year Plan in early 2021 (Government of the PRC 2021). While these are all 

1  See NDRC (2020, 2021).
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good signs for promoting urbanisation, the government remains circumspect about 
promoting hukou reform in megacities, which are the most favoured destinations 
for migrants.2

If the Regulations on Household Registration released in 1958 are considered the 
origin, contemporary China’s hukou system has existed for more than 60  years 
and undergone drastic changes during the past 40 years of reform. It still has 
considerable institutional legitimacy, administrative effectiveness and influence 
on today’s China (Zhang et al. 2019). Migrants’ access to hukou-based welfare is 
substantially constrained under the regulations, which has seen the system criticised 
for promoting social stratification (Wu and Treiman 2004), inequality (Afridi et al. 
2015), discrimination (Song 2014) and social exclusion (Zhang et al. 2014).

Since the early 2010s, China’s rapid economic growth has stalled. Especially after 
2012, its GDP growth rate slowed to less than 8 per cent and decreased to less than 
7 per cent after 2015 (NBS 2020). Additionally, since 2020, China’s economy has 
been hit hard by the Covid-19 pandemic, making it even more difficult for China 
to revive its past economic growth glories. The economic slowdown has generated 
increasing concern that China is confronting the ‘middle-income trap’. As an 
institution that deeply affects labour mobility and residents’ welfare, the hukou system 
needs further reform to adapt it to the new economic environment, including the 
rising costs of labour, weak domestic consumption and social inequality. Although 
there is consensus on the need for hukou system reform, progress has been slow. 
To explain this apparent contradiction, an in-depth examination of the evolution 
of the hukou system and its interaction with economic transformation is necessary.

China’s hukou system is a set of government regulations that affects labour mobility 
and functions as the foundation for residents’ rights and resource allocation. 
The system’s institutional attributes make the adoption of an institutional perspective 
advantageous for studying its evolution. Related studies have produced mixed 
explanations. Considering the hukou system as a formal institutional arrangement, 
some studies have argued that the key to hukou reform is strong advancements of 
government policies, and that the process should be exogenous and mandatory 
(for example, Chi and Yang 2003; Peng et al. 2009). Increasingly, however, scholars 
have realised that exogenous institutional change theories have impediments when 
attempting to gain a better understanding of institutional dynamics (Aoki 2001, 
2007; Greif 2006). Although very few studies have focused on the endogenous forces 
in hukou system reform, some are inspirational. For example, Solinger (1999) holds 
that under the power of the market, rural migrants and their ‘contesting’ behaviours 
in urban areas are a major force of urban institutional change. Young (2013) argues 

2  According to the Floating Population Dynamic Monitoring surveys, of the rural migrants who want to obtain 
urban hukou, about 68 per cent prefer large cities (Chen and Fan 2016).
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that hukou system reform is the result of the development of marketisation and 
internal migration, which forced the government to reform the hukou policy to 
promote economic development. 

From the institutional efficiency perspective, an extensive literature has proved that 
the hukou system has played both negative and positive roles in China’s economic 
transformation. On the one hand, many scholars have regarded the hukou system 
as an institutional obstacle that impedes structural transformation (Cai and 
Wang 2010), population agglomeration (Au and Henderson 2006) and domestic 
consumption (Song et al. 2010); on the other, the system has been considered 
a pillar of China’s model for rapid industrialisation and development, especially 
regarding circumvention of the Lewis transition (Wang 2005), maintaining levels 
of human capital (Fan and Stark 2008) and capital accumulation (Vendryes 2011). 

These studies have improved the understanding of the evolution of the hukou system; 
however, they also have their shortcomings. First, scholars have often considered the 
hukou system as exogenously instituted by the government and have overemphasised 
the role the central government plays in its reform because of its reputation as a ‘strong 
state’. Although a limited number of scholars have realised the role of endogenous 
forces in hukou system reform, theoretical improvement is still necessary to improve 
the explanation of the institutionalisation and reform of the hukou system. Second, 
studies of the efficiency of the hukou system have mostly concentrated on the research 
framework of neoclassical economics from a static or at best comparative static 
analysis, and the literature that has used the framework of institutional economics 
under a dynamic perspective has been limited. This limitation severs the link 
between institutional change and institutional efficiency, which can hinder proper 
understanding of institutional change under economic dynamics.

Against this background, this chapter first establishes a theoretical framework of 
endogenous institutional change to analyse the evolution of the hukou system. 
More broadly, this framework also helps to improve the understanding of general 
institutional change and offers policymakers a better understanding of decision-
making processes in dynamic contexts. Second, it uses the concept of adaptive 
efficiency to evaluate the evolution of China’s hukou system. This attempt provides 
an alternative approach to institutional efficiency evaluation and bridges the theories 
of endogenous institutional change and adaptive efficiency.

Theoretical framework

Endogenous institutional change

Works on institutional change have considerably advanced the understanding of 
this topic, but no consensus has been reached (Kingston and Caballero 2009). 
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Exogenous versus endogenous
North (1990) considers institutions to be the ‘rules of the game’, which are 
exogenously imposed. Scholars have tended to treat the state sector as having 
a central role in initiating and guiding institutional change, because the ‘free-rider’ 
problem always exists in the provision of public goods (institutions) (Lin 1989; 
Nee and Opper 2012). Moreover, the exogenous ‘shock’ seems necessary to break 
societies out of suboptimal scenarios caused by the path dependence of specific 
institutional arrangements (Boettke et al. 2008). 

However, this perspective could have an infinite regression problem, such as 
who enforces the enforcer(s) (Aoki 2001, 2007) or ‘who watches the watchman’ 
(Greif 2006: 8). Second, informal institutions are the result of ‘unintentional and 
decentralized patterns of behavior and processes of learning’ (Brousseau et al. 
2011: 11) that are ‘not only slow to change, but also beyond the reach of [the] 
political elite’ (Nee and Opper 2012: 4). Theories of exogenous institutional change 
cannot be applied to study formal and informal institutional change in the same 
framework, which dramatically weakens their explanatory power. Third, supporters 
of exogenous institutional change can oversimplify complex nonlinear aspects 
of economic systems and overlook the bounded rationality of human behaviour 
(Chen 1993). 

Thus, the idea of institutions-as-rules could be inadequate for defining institutions. 
It should therefore be complemented by another branch of thought—namely, 
‘institutions-as-equilibria’ (Greif and Kingston 2011), which argues that institutions 
are the equilibria of the game. Institutions are thus identified as equilibrium patterns 
of behaviour rather than the rules that induce behaviour (Kingston and Caballero 
2009). In this regard, an institutional change can result from a change in shared 
belief and the behaviour associated with it, which is endogenously generated from 
a repeated game through the feedback mechanism. A prevailing institution can be 
undermined when previously shared beliefs no longer allow adequate understanding 
and prediction of the actions of others (otherwise it will be reinforced; Greif and 
Laitin 2004; Greif 2006). 

Ideas of institutional change are relevant because different theories induce different 
practical implications. Exogenous institutional change theory tends to overemphasise 
the role of politics, and the change of its interests and knowledge contribute to 
institutional change. In this view, one country or organisation could easily change its 
institutions to promote its development by simply copying some ‘good’ institutions. 
However, this has proved practically infeasible according to international experience 
(Chang 2011). Moreover, the exogenous model regards ordinary individuals as 
passive ‘institution takers’ who find challenging a given institution difficult or 
even impossible. By contrast, endogenous institutional change theories hold that 
individuals within a given society can contribute to the development of institutions 
and not just the state sectors, as traditionally assumed. They emphasise that local 



7. CHINA’S HUKOU SYSTEM REFORM

141

knowledge, information, thoughts or ideas can affect institutional change because 
societal development requires creative thinking and innovation, both of which 
thrive on decentralised decision-making processes (North 1990).

The perspective of endogenous institutional change is increasingly popular because 
of its powerful explanatory advantages and useful implications. Greif and Laitin 
(2004) and Greif (2006) investigated institutional change and persistence in the 
same framework, finding that quasi-parameter shifts were the key condition for 
institutional self-undermining or self-reinforcing, which led to institutional change 
or persistence, respectively. The introduction of a quasi-parameter makes their 
analysis framework more tractable and better able to solve the transformation 
problem between endogenous and exogenous analysis than other related theories 
(Aoki 2001, 2007).

Conceptual framework
Quasi-parameter identification is the key to Greif ’s endogenous institutional 
change  theory. Parameters are often treated as exogenously given in a game. 
A change in parameter implies a new equilibrium set of the game and hence the 
possibility for new institutions (institutions-as-equilibria). By contrast, variables are 
endogenously determined by the game. Variable change does not necessarily induce 
a new equilibrium; the precise distinction between a parameter and a variable 
is flexible (Greif and Laitin 2004). For example, technology is usually regarded as 
exogenously given when studying economic performance in a certain period but as an 
endogenous variable when studying long-run economic development. Such factors 
should be treated differently according to different empirical tasks: as parametric 
when studying institutional self-enforceability, which requires static analysis, but 
as variables when studying long-run institutional dynamics (Greif  2006). Such 
parameters are endogenously changed in this manner and with this effect are 
considered quasi-parameters according to Greif ’s framework. 

An institution can change its self-enforceability and further reinforce or undermine 
itself through the influences of endogenous quasi-parameter shifts. However, how 
the change of a quasi-parameter impacts the self-enforcing range of the institution 
and in what condition the associated behaviours self-enforce in a larger or smaller 
set of situations remain unsettled in Greif ’s framework. Although they incorporate 
a feedback mechanism into their work, a better delineation is necessary regarding 
the mechanism taking place. Nee and Opper (2012) and DellaPosta et al. (2017) 
offer sound theoretical contributions that complement the endogenous theory. They 
hold that an endogenous institutional change starts with random deviation from the 
former stable institution. Although the deviation could also be intentional (because 
of the negative feedback caused by quasi-parameter shifts) rather than random, their 
framework provides a useful complement to Greif ’s theory in bridging microlevel 
behaviour and macrolevel institutional change. 
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They believe the vulnerability of a stable institution depends on the relative benefits 
of compliance versus deviation. If the benefit gained from a deviation fulfills or 
outstrips the initial deviator’s expectations, risky deviations3 would reproduce 
themselves and diffuse in the population through network externalities (Nee and 
Opper 2012; DellaPosta et al. 2017). This implies that the beliefs and associated 
behaviours of an existing institution are self-enforcing in a smaller range of 
situations. The behaviour associated with the institution would not be self-enforcing 
even in situations in which this previously would have been the case. When more 
individuals in more situations find it best not to adhere to the existing institution, 
it will undermine itself by this successful deviation until the ‘action group’ (usually, 
the state sector) finally exercises its responsibility to formalise the institutional 
change, because the cost of enforcing the previous institutions has become too high 
(Nee and Opper 2012; DellaPosta et al. 2017).

Institutional dynamics rely on the self-enforceability of beliefs and associated 
behaviours. An institutional change is a change in beliefs, including individual mental 
structures and collective ideology, and the beliefs undermining processes can lead 
the associated behaviours to cease being self-enforcing, further leading individuals 
to act in a manner that does not reproduce the associated beliefs. Endogenous 
institutional change can be expected when the institutional implications constantly 
undermine the beliefs and associated behaviours because of quasi-parameter shifts. 
Conversely, institutional persistence can be expected when the self-enforcing range 
of the associated behaviours does not decrease. Institutional change endogenously 
occurs when the self-undermining process reaches a critical juncture, which 
implies that the cost of institutional enforcement increases to a level at which the 
action group must adaptively accommodate the existing institution, such that 
past patterns of behaviour are no longer self-enforcing. Hence, ‘institutions can 
be self-undermining, and the behaviors that they entail can cultivate the seeds of 
their own demise’ (Greif and Laitin 2004: 634). The opposite holds in the case 
of institutional reinforcement. 

The conceptual framework of endogenous institutional change is summarised in 
Figure 7.1. Given the institutional environment, an existing institution cumulatively 
induces one or more quasi-parameter shifts through a feedback mechanism. To adjust 
to the new circumstances, individuals adaptively accommodate their beliefs and 
associated behaviours based on weighing the relative gains of compliance with or 
deviation from the existing institutions. Through network externalities, the self-
enforceability range of the current institution subsequently changes. After a relatively 
long period of reinforcing or undermining, endogenous institutional persistence or 
change can be expected, respectively, when the cost of institutional enforcement 
reaches a critical level and the action group makes institutional accommodations. 
The process will then restart again and again.

3  Usually, the deviation occurs through informal institutions.
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Figure 7.1 Conceptual framework of endogenous institutional change
Source: Author’s own schema.

Notably, the processes of institutional change and persistence can be overlapping, 
and the result is determined by the side that is dominant. This usually leads to the 
evolution of an institution in a path-dependent manner. Furthermore, endogenous 
change need not necessarily go through all the processes described; it depends on 
the nature of the quasi-parameters. When the quasi-parameters can be recognised, 
anticipated, directly observed, understood or considered by individuals ex ante, 
intentional or designed institutional change can occur. Moreover, institutional 
change can be generated through endogenous, exogenous or combined ways (Greif 
and Laitin 2004). What is important is not whether the institutional change is 
endogenous or exogenous, but whether the institutional change is efficient.

Adaptive efficiency

When an institution has changed or is changing, how can we know whether it is 
good or bad for economic development? Many criteria have been used to evaluate 
institutional efficiency, however, most have limitations in their practical applications. 

Pareto optimality has often been used to analyse institutional change because it 
provides a basis on which institutions can be grounded. However, Pareto optimality 
is a fundamentally short-term static rather than long-term dynamic criterion, which 
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does not fit the idea that an institution and its change exist in uncertain circumstances 
(Brousseau et al. 2011). Thus, the allocative efficiency criterion, which assumes 
zero transaction cost and unbounded rationality, could be misleading (North 1990; 
Ma and Jalil 2008). 

Another neoclassical method in institutional efficiency evaluation is cost–benefit 
analysis, which emphasises that the choice of an institution is based on the 
comparison of costs and benefits. As Lin (1989: 12) points out, ‘given production 
and transaction costs, one institutional arrangement is more efficient than another 
whenever it provides more services’. However, the quantity of services an institution 
provides is not equal to the efficiency of the institution because institutions provide 
not only services but also, more importantly, incentives. 

The emergence of transaction cost theory is revolutionary in institutional 
economics. Many scholars have used transaction costs in institutional efficiency 
evaluation (Song and Simpson 2018). However, empirically, transaction cost 
theory also has limitations (Huang 2017). First, it is challenging to eliminate the 
technological impact from institutional efficiency evaluation. Second, it is difficult 
if not impossible to identify the transition costs for a specific institution because 
of the co-relationship between institutions. Third, we cannot scale the costs of a 
transaction that does not occur—for example, when the transaction cost is almost 
infinite in theory, it appears to be close to zero in reality (Zhou 2013).

Adaptive efficiency—first introduced by Marris and Mueller (1980)—as a more 
critical factor in long-run growth (North 1990, 1994), is a better concept with 
which to evaluate institutional efficiency dynamics (Brousseau et al. 2011). North 
(2005: 169) proposes that adaptive efficiency is ‘an ongoing condition in which the 
society continues to modify or create new institutions as problems evolve’. It is ‘the 
ability of some societies to flexibly adjust in the face of the shocks, disturbances, 
and ubiquitous uncertainty that characterize every society over time and evolve 
institutions that effectively deal with an altered “reality”’ (North 2005: 6), and ‘the 
capacity of the institutions to efficiently evolve over time to better adapt to ever-
changing environments (both endogenous and exogenous)’ for better economic 
performance (Song and Simpson 2018: 552). Therefore, to evaluate the efficiency 
of institutional change, we apply the concept of adaptive efficiency. 

Endogenous institutional change theory stresses the roles of the key players such 
as government officials or private firms and effective government in institutional 
development. Through the interactions between an institution and ever-changing 
environmental (quasi-parameter) interactions, the institution adaptively adjusts and 
endogenously coordinates itself to the environment to generate adaptive efficiency. 
Adaptive efficiency’s fundamental emphasis on institutional experimentation, 
innovation and creative destruction lends it to the reliable evaluation of endogenous 



7. CHINA’S HUKOU SYSTEM REFORM

145

institutional change. The key players and effective governance are centred on and 
bridge endogenous institutional change and adaptive efficiency. Additionally, 
an effective government can adaptively react to quasi-parameter shifts and make 
institutional adjustments that reduce institutional enforcement costs, thereby 
increasing institutional efficiency.

Thus, it is important to ask: how is adaptive efficiency generated? Using a series 
of studies by Douglas North, this chapter proposes that there are at least five 
fundamental principles for evaluating adaptive efficiency: 

1. efficiently specified property rights that ‘encourage productivity will increase 
market efficiency’ (North 2005: 1)4 

2. a decentralised decision-making process that ‘allows societies to maximize the 
efforts required to explore alternative ways of solving problems’ (North 1990: 81) 

3. low transaction costs that facilitate innovation and experimentation-related 
transactions 

4. ‘competition in open access orders to address major social problems’ (North et al. 
2009: 133) 

5. institutional flexibility that fosters innovation and experimentation (North 1990, 
2005; North et al. 2009). 

Each of these five principles is a necessary rather than a sufficient condition for an 
adaptively efficient institution. For example, even if the decision-making process is 
decentralised, an institution is not necessarily efficient with a high transaction cost 
or suppressed competition. Therefore, adaptive efficiency cannot be guaranteed by a 
simple aggregation of the five factors; rather, they should necessarily work together, 
and any shortfalls will jeopardise that goal. Moreover, the existence of a capable and 
credible government is a necessary precondition for such efficiency. Government 
usually is in the position and has the power to enforce contracts and safeguard fair 
competition. Especially when it comes to institutional flexibility, a capable, credible 
and effective government should seek to encourage institutional innovation and 
experimentation, reward success and eliminate failures. Ideally, the government 
should try to not do too much, to maintain institutional flexibility, while not doing 
too little—that is, to be prepared to try, fail, learn and change.

4  Here, the use of ‘efficient property rights’ rather than ‘well-specified property rights’ is inspired by Hu (2007: 
17), who states that ‘efficient property rights are the foundation of efficient economic organizations’ in summarising 
North’s major arguments about institutions and economic performance. If the property rights system is efficient, 
whether it is well-specified or ambiguous becomes less important to economic performance in transitional 
economies—that is, efficient property rights can be de facto property rights, not necessary de jure property rights 
under consideration of an imperfect institutional environment. This is also part of institutional flexibility.
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Empirically, however, measuring adaptive efficiency is a challenging task in 
institutional economics, and too few quantitative studies of the adaptive 
efficiency of specific institutions have been conducted. This study believes that 
coupling—a concept originating in physics that describes a phenomenon in which 
two or more systems influence each other through various interactions—could 
be useful. The concept has been introduced to the social sciences because of its 
useful physics metaphor (Li et al. 2012). Because adaptive efficiency is generated 
from interactions between an institution and its ever-changing environment, it has 
theoretical consistency with the concept of coupling, which could provide a possible 
approach for evaluating adaptive efficiency.

The evolution of China’s hukou system
The hukou system has long been practised in Chinese history, although it was not 
until the founding of the People’s Republic of China (PRC) that its various functions 
were nationally restored and greatly enhanced.

Exogenous hukou system institutionalisation

During the first three years of the PRC (1949–52), the hukou system was quite 
relaxed (Solinger 1999). Enterprises were largely allowed to continue operation 
in the market and individuals could freely choose their jobs and enjoyed freedom 
of movement and residence (Cheng and Selden 1994). The government was still 
attempting to strengthen urban–rural interaction in terms of market transactions. 
Market mechanisms played a critical role in resource allocation in this period. 

To fulfill the dream of national prosperity, the Chinese Government introduced—
if not simply copied (Lin et al. 2003)—the economic planning system of the 
Soviet Union. In 1953, the central government initiated the first Five-Year Plan 
with a strategy orientated towards the development of heavy industry. To accelerate 
industrialisation under the conditions of a labour surplus and a capital shortage in 
a predominantly agrarian society, the government compulsorily allocated resources 
into and artificially reduced the development costs of heavy industry, including 
reducing the prices of capital (interest), foreign exchange, energy, raw materials, 
labour and agricultural products (Lin et al. 2003). Thus, a series of policies and 
regulations was implemented in both rural and urban areas covering the agricultural 
and industrial sectors. This led to the gradual emergence of the migration control 
and resource allocation functions of the hukou system (Figure 7.2), which were 
modelled on the idea of the Soviet internal passport (propiska) system (Cheng and 
Selden 1994). 
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Figure 7.2 Path of institutionalisation of the rigid hukou system
Source: Author’s own schema.

With these urban-biased rules and regulations established,5 the institutional 
incentives implied that moving to urban areas would be the natural benefit 
maximisation choice for rural residents under the market mechanism. In practice, 
however, this would induce urban unemployment and put pressure on resource 
consumption (such as housing, education, public services and food), further 
jeopardising industrialisation under the planned economy. In response to the 
negative feedback from all walks of life, including governments and residents, the 
central government relaxed the hukou system and reduced its enforceability. From 
1953, the government consecutively issued several documents aimed at preventing 
farmers from migrating to urban areas. The government also paid a high price 
in labour and material resources for rural migration control, indicating the high 
enforcement costs required to maintain the relaxed hukou system. Therefore, the 

5  See Young (2013) for the rights and privileges linked to agricultural hukou and non-agricultural hukou in pre-
reform China.
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government increased the pace of its implementation of laws to regulate population 
mobility. In 1958, it implemented its Regulations on Household Registration in the 
PRC to strictly regulate population migration and, in 1975, the article on citizens’ 
freedom of residence and movement in the PRC Constitution was abolished. 

Although China’s development strategy received people’s support at the time, the 
rigid hukou system was an exogenously generated institution (Table 7.1). The heavy 
industry–oriented development strategy did not fit the facts of China’s comparative 
advantage of abundant labour resources (Lin et al. 2003). After this strategy 
was implemented, the centrally imposed rigid hukou system was compulsorily 
institutionalised to serve the planned economy because the enforcement cost of the 
relatively relaxed hukou system was too high. Thus, the original relaxed hukou system 
was enforced in a smaller range of situations and the institutional arrangement was 
undermined. 

Table 7.1 Exogenous institutionalisation of the hukou system

Existing institution Relaxed hukou system

Exogenous shock Heavy industry–oriented development strategy

Positive or negative feedback Negative (high level of urban unemployment and 
overconsumption)

Deviation or compliance Gainful deviation (farmers persuaded to not move into cities 
and migrants persuaded to move back to the countryside; 
migration permission)

Self-enforceability Decreasing

Government accommodation Increasingly tightened migration control and the hukou–
welfare binding relationship

Undermining or reinforcing Undermining 

Institutional change Rigid hukou system

The rigid hukou system in the pre-reform era fundamentally affected China’s 
socioeconomic development. Notably, as a de facto agrarian economy, China’s 
agricultural productivity was deeply constrained by the system. In the agricultural 
sector, as more and more variable factors (labour) are employed with the fixed factors 
(land), the marginal product falls and the law of diminishing returns applies, thus a 
low level of agricultural productivity occurs (Sheng and Song 2018). In pre-reform 
China, the population growth rate was relatively high, especially in rural areas. 
Under the rigid hukou system, the rural population could not freely migrate to urban 
areas, which increased the labour–land ratio. In addition, suppressed agricultural 
prices and the commune system deprived farmers of production incentives. All these 
factors contributed to the relatively low level of agricultural productivity in pre-
reform China (Figure 7.3). 
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Figure 7.3 Labour–land ratio and agricultural productivity in pre-reform China
Source: USDA (2022).

Endogenous hukou system reform

Since the beginning of reforms in 1978, China’s hukou system has undergone 
significant adaptations in response to the new realities of de-collectivisation, 
marketisation, decentralisation and globalisation. To better understand the changes 
in the system, we look at its two institutional functions.

Population mobility regulation
There are two potential approaches to managing the problem of low agricultural 
productivity: release the resource-shifting effect or increase production incentives. 
The former entails reducing the rural labour–land ratio—that is, relaxing the rigid 
hukou system and allowing rural labour to migrate to urban areas. This would 
release the resource-shifting effect by moving labour from low-productivity sectors 
to high-productivity sectors, according to the dual-structure theory. However, 
this is a potentially risky approach because it could cause urban unemployment 
and overconsumption in an underdeveloped urban economy. The other approach 
would be to rebuild farmers’ production incentives, to which the commune system 
and price-depression policy were two main obstacles.

Therefore, household responsibility system reform, which began at the bottom 
through innovations by village famers, was gradually implemented to manage the 
insufficient incentives of the commune system in the agricultural sector from the 
late 1970s; this process was characterised as de-collectivisation. Additionally, in 
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1979, China began to reform its price system to adjust the long-depressed state-
controlled prices of agricultural products—a policy that was extended to industrial 
goods in 1984 (Guo 1992). Consequently, the role of market forces in the economy 
was enhanced substantially and the role of state forces weakened dramatically. The 
expanding role of the market and the formation of market price signals have had 
a pervasive influence on decision-making and resource allocation and noticeable 
effects on the growth of productivity in the agricultural and industrial sectors. 

After the land and price reforms, agricultural productivity was substantially 
enhanced, which improved the supply of agricultural products, especially grain, and 
released a lot of surplus rural labour that had been administratively confined to 
the communes. The surplus rural labour had great incentives to move because of 
the rural–urban and regional income differences. Moreover, the development of 
township and village enterprises and the export-led growth strategy in the 1980s 
generated major demand for unskilled labour. Informally, an increasing number of 
rural labourers undertook off-farm work and nonstate enterprises recruited rural 
labour in cities and towns through personal guanxi (‘kinship or friendship’) and 
tongxiang (coming from the same village) networks (Nee and Opper 2012; Young 
2013), against the rigid hukou system. Institutional deviations started with the 
movement known as ‘leaving the land without leaving the countryside’ (litu bu 
lixiang), which broke the rules that fixed farmers to the land in the hukou system, 
and then spread to urban areas. According to the 1982 census, two years before the 
official hukou system reform began, the inconsistency in the population residence–
registration numbers was 11.33 million, of whom 6.36 million had not resided in 
their registration place for more than one year. 

In response, in the mid-1980s, the government undertook several reforms to 
deregulate the hukou system—for example, self-supplied food (zili kouliang) hukou 
reform6 and the introduction of a temporary residence permit (zanzhuzheng) 
and national ID card (shenfenzheng). After this deregulation, and especially after 
the 1990s, large numbers of rural surplus labour migrated to urban areas. This 
considerably reduced the labour–land ratio in rural areas, which further improved 
agricultural productivity (Figure 7.4), increased farmers’ income levels and corrected 
the labour market mismatch.

6  Peasants are allowed to get a type of urban hukou, called ‘self-supplied food’ hukou, in small towns when 
they meet the requirements of either running businesses or being employed in enterprises, and having their own 
accommodations in towns. They must also self-provide their own food, rather than enjoy food subsidies from the 
government.
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Figure 7.4 Labour–land ratio and agricultural productivity in reform era
Source: USDA (2022).

Table 7.2 shows the endogenous logic of the hukou system reform regarding its 
function of population mobility control.

Table 7.2 Endogenous evolution of the hukou system (population mobility)

Existing institution Rigid hukou system

Positive or negative 
feedback 

Negative (low agricultural productivity, high income differences 
and mismatch of labour supply and demand)

Quasi-parameters Agricultural productivity, rural–urban and regional income 
differences and balance of labour supply and demand

Deviation or compliance Gainful deviation (move to increase farmers’ wealth; recruit 
rural labour at low cost)

Self-enforceability Decreasing

Government 
accommodation 

‘Zili kouliang’ hukou reform, ‘zanzhuzheng’ introduction and 
‘shenfenzheng’ system introduction

Undermining or reinforcing Undermining 

Institutional change Relatively relaxed hukou system
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Hukou–welfare binding relationship
More than one quasi-parameter can change spontaneously, which can complicate 
institutional evolution.

Self-undermining process

Since the early 1980s, China has experienced decentralisation through its 
implementation of various programs aimed at devolving fiscal and administrative 
powers to local governments. Further, tax-sharing reform in 1994 specified the 
corresponding division between the central and local governments regarding 
financial rights and responsibilities.7 Because of the binding relationship between 
hukou and welfare, the hukou system determines the population base, the size of 
which determines a local government’s budget for public services provision.8 Local 
governments had more power to decide hukou policies in their administrative 
jurisdiction (Chan 2009). Additionally, after hukou deregulation, population 
mobility became increasingly common. The booming exchange of information 
and knowledge gradually promoted the formation of product and labour markets 
(Solinger 1999). With the deepening of marketisation, local governments found 
the cost of the hukou system was too high and it was increasingly unnecessary to 
provide financial subsidies for food to urban hukou holders. Thus, the government 
abandoned the ration system and gradually cancelled the grain coupon (liangpiao) 
and other coupons. The link between hukou and food rations ended and financial 
subsidies to maintain urban food security were further decreased. The establishment 
in 1992 of the goal of creating a socialist market economy further weakened the 
hukou–welfare relationship, including in housing security, employment and social 
insurance, with these welfare services becoming gradually marketised as commodities 
and more accessible for migrants in open markets. 

In this process, marketisation can be considered a quasi-parameter. The hukou 
reform that deregulated labour mobility control promoted the development of 
marketisation and marketisation then undermined the hukou–welfare relationship 
(Table 7.3). 

Self-reinforcing process

The emergence of what was called the ‘migrant workers tide’ (mingong chao) in the 
1990s further promoted hukou reform; however, this round of reform was relatively 
minor. In 2001, China fully reformed the hukou regulation in small cities and towns 
where hukou entitled individuals to much less social welfare, which was an easy 
change to make as it did not put much fiscal pressure on those local governments. 
In contrast, the hukou system in big cities remains potent and intact.

7  The rights to tax collection and responsibilities for providing public services.
8  Local fiscal expenditure is based on the registered hukou population.
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Notably, after the tax-sharing reform that increased the responsibility of local 
governments, hukou became an effective tool for city governments to control local 
fiscal expenditure and expand fiscal revenue. In the 1980s, many local governments 
benefited directly by selling urban hukou to raise funds for city construction (Chan 
and Zhang 1999). Subsequently, in local hukou reform, especially in big cities, 
innovations were implemented one after another, including the blue-stamp (lanyin) 
hukou reform in the 1990s, the current points system (jifenzhi) and the recent ‘War 
for Talent’ policy (rencai zhengduozhan).9 However, these reforms unsurprisingly 
favour the high-skilled migrants who are most likely to benefit the local economy and 
exclude most low-skilled migrants. To some degree, acquiring hukou in these cities 
has become more difficult than before. In 2014, the central government continued 
to enforce strict control of population size in megacities through hukou reforms 
(State Council 2014). In recent years, although hukou reform has targeted big cities, 
the government remains cautious about promoting such reform in megacities. 

Therefore, the economic benefit from the current hukou system means local 
governments are reluctant to fundamentally change the system, because of the 
gainful compliance (Table 7.3). In this sense, the hukou system is reinforcing. 
If local governments conduct radical hukou reform without the breakdown of the 
hukou–welfare binding relationship, this will jeopardise the local fiscal situation. 
This is why hukou reform in the city of Zhengzhou in the early twenty-first century 
failed10 and why most city mayors are opposed to hukou reform, according to an 
official survey in 2012 (Zhou 2012). 

Table 7.3 Endogenous evolution of the hukou system (resource allocation)

Existing institution Relaxed migration control and tight hukou–welfare relationship
Quasi-parameters Marketisation; decentralisation
Positive or negative 
feedback

Negative (high cost of providing 
subsidies to urban hukou holders)

Positive (protecting vested 
interests of insiders and 
attracting talent and investment 
for local economic development)

Deviation or 
compliance

Gainful deviation (detach some 
welfare from the hukou system)

Gainful compliance (maintain 
the hukou–welfare binding 
relationship)

Self-enforceability Decreasing Increasing
Government 
accommodation

Abolition of the unified 
procurement and marketing system 
and phasing out of ration system

Blue-stamp hukou reform, the 
points system reform and the War 
for Talent

Undermining or 
reinforcing

Undermining Reinforcing

Institutional 
persistence

Comprehensive hukou system

9  Since the first half of 2018, many big cities have begun to introduce a series of preferential hukou conversion 
policies to compete for talent to enhance their economic vitality.
10  In the early 2000s, Zhengzhou, the capital of Henan Province, implemented radical reform to grant hukou to 
qualified migrants, but the change was soon withdrawn. 



CHINA’S TRANSITION TO A NEW PHASE OF DEVELOPMENT

154

In summary, the evolution of institutional change is intertwined with institutional 
undermining and institutional reinforcing during the given period. Ultimately, 
institutional change or persistence relies on the relative power of that undermining 
and reinforcing, which can partially explain the persistence of the hukou system in 
modern China.

Adaptive efficiency of the evolution of the 
hukou system

Adaptive efficiency comparison of the evolution of China’s 
hukou system

Table 7.4 provides a summary of the adaptive efficiency comparison of the hukou 
system in the pre-reform and reform eras, according to the aforementioned five 
elements.

Table 7.4 Adaptive efficiency of the hukou system in the pre-reform and reform eras

Pre-reform era Reform era

Property right Not well-
specified 

Relatively effective in terms of property 
rights of labour and rural land

Decision-making process Centralised Decentralised 

Transaction cost Considerably 
high 

Low in labour mobility but relatively high 
in hukou-based land transactions and 
welfare accessibility

Competition Suppressed Boosted 

Innovation and experimentation Low level Relatively high level

In the pre-reform era, labourers did not fully own the property rights of labour. 
First, they had no right to freely choose their occupation. Second, the property 
rights of ‘welfare’ (including rural land and urban welfare) were separated between 
rural and urban residents by the hukou system. Hukou system reform returned the 
property rights of labour from the state to individuals. The property rights of hukou-
based welfare also experienced significant reform. The rights to access hukou-based 
urban welfare were still owned by residents with local hukou, but the range of urban 
welfare was substantially reduced under marketisation. The ownership of rural land 
was still collective, but rights of usage, income and transfers were gradually specified 
to individual rural hukou holders.

Under the pre-reform centralised decision-making system, individual decision-
making rights were suppressed, the type of hukou determined the types of job 
available to the holders and the government controlled decisions about rural–urban 
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migration. After the reform, migrants started to make their own migration decisions 
based on market information. Hukou became a less important factor in migration 
and occupation decision-making. Moreover, local governments worked actively 
in hukou management, which promoted reform of the system. The decentralised 
decision-making processes at the individual, household, enterprise and local 
government levels allow the economy to maximise the efforts required to explore 
alternative means to improve institutional efficiency.

Beginning in the 1950s, the implementation of hukou regulations that controlled 
internal migration substantially increased the transaction cost of labour mobility. 
Hukou reform dramatically reduced these costs in two ways. First, rural hukou 
holders could migrate to and work in urban areas much more easily than they could 
in the pre-reform era. Second, the development of both the product and the labour 
markets weakened the hukou–welfare relationship, which also contributed to the 
reduction in the transaction costs of labour mobility.

The labour and product markets existed to a very limited extent in pre-reform 
China, and competition was considerably suppressed under the planned economy. 
First, product market competition was distorted by the unified procurement and 
marketing system and the price scissors between the agricultural and non-agricultural 
sectors. Second, urban and rural labour were allocated into non-agricultural and 
agricultural sectors, respectively, according to their hukou type, which considerably 
suppressed intersectoral labour competition. The hukou reform that facilitated 
labour mobility brought marketised competition to the product and labour markets. 
Labour mobility expanded the scale of the product market and increased the supply 
level on both the product and the labour sides, which further facilitated hukou–
welfare decoupling. Lifetime employment for urban hukou holders was eliminated 
and employment policy shifted in a more market-oriented direction.

The pre-reform centralised hukou system provided no conditions for innovation 
and experimentation that could eliminate the failed institutional elements. 
The  decentralisation in the reform era at the individual and government levels 
contributed to the improvement of the kind of institutional flexibility that 
could reward successes and eliminate failures in the hukou system. For example, 
Zhengzhou’s failed case in the early 2000s can also be identified as an adaptive hukou 
system reform in which a local government trialled various methods of reform to 
identify which choices would be successful or which could be eliminated.

However, additional improvements are still necessary, especially in terms of hukou-
based rural land and urban welfare. Reform efforts should reduce the cost of rural 
land transactions and welfare accessibility.
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Measurement of adaptive efficiency of the evolution 
of the hukou system

To better understand the concept of adaptive efficiency, I divide the term into 
two parts: adaptation and efficiency. Adaptation is generated from the process of 
interaction between an institution and its environment, which can be captured by the 
concept of coupling (Li et al. 2012). I assume that a situation in which an institution 
and the environment coordinate well with each other means the institution is well-
adapted to the environment. The higher the degree of coordination, the higher 
is the degree of adaptation. To make it more tractable, I further assume the term 
of efficiency is an economic concept, which emphasises economic development 
efficiency.

Method and variables
Based on what has been specified and the coupling model in the literature 
(see Li et al. 2012), this chapter proposes an adaptive efficiency evaluation method. 
Xt represents an institutional arrangement in time t and Yt represents the economic 
development level in time t. First, to eliminate the influence of magnitude, Xt and 
Yt are standardised values using Equation 7.1, in which X ’

t and Y ’
t are the original 

values of the two indicators; X ’
max and Y ’

max are the maximums.

Equation 7.1

⎩
⎪
⎨

⎪
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𝑋𝑋#$%"
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Second, AD in Equation 7.2 is the adaptation degree of an institution to the economic 
environment. The author assumes that the smaller the statistical dispersion between 
Xt and Yt, the higher is its adaptiveness. 

Equation 7.2

𝐴𝐴𝐴𝐴 = $
𝑋𝑋! ∙ 𝑌𝑌!

(𝑋𝑋! + 𝑌𝑌!2 +
",

"

 

Third, AE, which represents the level of adaptive efficiency of an institution, 
is calculated using Equation 7.3.
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Equation 7.3

𝐴𝐴𝐴𝐴 = $𝐴𝐴𝐴𝐴 ∙ '
𝑋𝑋! + 𝑌𝑌!
2 ,  

I use GDP per capita (at 1952 constant price) and the hukou-based urban population 
rate (HUPR) to represent the economic development and the hukou system, 
respectively. The data were collected from the National Bureau of Statistics of China 
and the Almanac of China’s Population for various years. The indictor of HUPR 
is used to represent the hukou system for two reasons.11 First, it can capture the 
migration control function of the system: the higher the rate, the more restrictive 
is the regulation on population mobility in the urban area, and vice versa. Second, 
this indicator reflects the degree of rural–urban division in urban areas: the lower 
the rate, the larger is the rural–urban division in the urban area. This division is also 
the division of welfare received by holders of different types of hukou. The lower 
the rate, the larger is the relative number of rural hukou holders who cannot access 
urban welfare. HUPR is calculated based on Equation 7.4.

Equation 7.4

𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻 =
𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻𝐻 − 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵	𝐻𝐻𝑈𝑈𝑈𝑈𝐵𝐵𝑈𝑈	𝐻𝐻𝐻𝐻𝑃𝑃𝐻𝐻𝑃𝑃𝐵𝐵𝑃𝑃𝑃𝑃𝐻𝐻𝑈𝑈
𝑇𝑇𝐻𝐻𝑃𝑃𝐵𝐵𝑃𝑃	𝐻𝐻𝐵𝐵𝐵𝐵𝑃𝑃𝐵𝐵𝐵𝐵𝑈𝑈𝑃𝑃𝑃𝑃𝐵𝐵𝑃𝑃	𝐻𝐻𝑈𝑈𝑈𝑈𝐵𝐵𝑈𝑈	𝐻𝐻𝐻𝐻𝑃𝑃𝐻𝐻𝑃𝑃𝐵𝐵𝑃𝑃𝑃𝑃𝐻𝐻𝑈𝑈

 

Results
In Figure 7.5, the degree of adaptation and the adaptive efficiency of the hukou 
system in pre-reform China are substantially low. Although the hukou system was 
created to adapt to the planned economy, it was not well-adapted to economic 
development because the system did not fit the facts of China’s comparative 
advantage of a labour surplus. Thus, its institutional efficiency was considerably 
constrained. After the reform in the late 1970s, and especially the hukou reform 
in the 1980s, the degree of adaptation and adaptive efficiency of the system began 
to increase, and increased still further after the early 1990s, possibly because of the 
‘mingongchao’ hukou reform that opened up small cities and towns and local hukou 
system innovations. Massive labour mobility and proper hukou reform were well-
adapted to the requirements of economic development in the context of China’s 
integration into the global market. 

11  This indicator could be imperfect and not capture the complexity of the system but it does capture some of its 
essential elements, including inequality in welfare accessibility.
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Figure 7.5 Adaptive efficiency of China’s hukou system, 1961–2020
Source: Author’s own calculation.

However, since 2008, the adaptiveness and adaptive efficiency of the hukou system 
have displayed a marginally decreasing trend. The adaptiveness of the system 
eventually began to decline (a trend that continues today), indicating that the 
system is having difficulties adapting to the new economic environment, including 
an ageing population, weak domestic consumption and rising social inequality. 
The adaptive efficiency of the system is still increasing, but its growth rate exhibits 
a downward trend. The decreasing adaptiveness of the system is dragging down its 
adaptive efficiency. This suggests that China’s hukou system reforms and the current 
hukou system do have adaptive efficiency, but the system is also facing difficulties. 
Since the GFC in 2008, hukou system reform in China has not been well addressed 
to fulfill the demand for further economic development. For example, the crisis 
exposed China’s over-reliance on international markets and insufficient domestic 
demand. The hukou system is one of the most important barriers to increasing 
domestic demand (Dreger et al. 2015; Song et al. 2010)—a problem that has 
not been well addressed by reforms. The hukou system is also one of the most 
critical factors in China’s spatial and social inequality and impedes the country’s 
further economic transition. It now faces even more difficulties, especially with the 
increase in labour costs and China’s transformation to the ‘New Normal’ stage of 
economic development.

Summary and policy implications
Understanding institutional change is a critical task in the study of economic 
dynamics, especially for a transitional economy. This chapter uses the evolution 
of China’s hukou system as a case study to illustrate institutional change and its 



7. CHINA’S HUKOU SYSTEM REFORM

159

interaction with economic dynamics. The findings draw a seemingly tautological 
but profound conclusion: the hukou system significantly affects China’s economic 
development and, in turn, the transformation of China’s economy has deeply shaped 
the evolution of the hukou system. 

First, based on a theoretical framework of endogenous institutional change, the 
different ways of the evolution of the hukou system in the pre-reform and reform eras 
are analysed, from which two conclusions are proposed: 1) the institutionalisation 
of the rigid hukou system was mainly an exogenous change process implemented 
from the top down, in which central government enforcement played a dominant 
role and the roles of individual and local governments were largely neglected; and 
2) the rigid hukou system eventually hindered economic transformation, thereby 
inducing its own reform. Reform has fundamentally been an endogenous change 
process, in which spontaneous market forces and the role of local governments have 
bounced back through a rebalancing of the powers of the state and market and 
between central and local governments. However, institutional undermining and 
reinforcing processes are intertwined, which complicates hukou system reform. The 
hukou–welfare binding relationship, set against the backdrop of decentralisation, 
has slowed the reform of the system. 

Second, based on the theory of adaptive efficiency, five elements are investigated to 
articulate how the exogenous institutionalisation of the hukou system constrained its 
adaptive efficiency and how the endogenous reform generated adaptive efficiency. 
The findings demonstrate that the reform of the system clarified the property 
rights of the labour force and rural land, promoted the formation of a decentralised 
decision-making mechanism, strengthened the role of competition in both the 
labour and the product markets, reduced the transaction costs of labour mobility 
and maintained a degree of institutional flexibility that rewarded success and 
eliminated failures in the system. All these aspects have played critical roles in 
improving the adaptive efficiency of the hukou system. Empirically, the results show 
that the adaptive efficiency of the system in the reform era is much higher than that 
in the pre-reform era but has had a marginally decreasing trend since 2008. This 
finding suggests that China’s hukou system reforms and the current hukou system do 
have adaptive efficiency, but the system is facing difficulties. 

To further reform the hukou system and promote its adaptive efficiency, decision-
makers should respect the endogenous forces and the logic of adaptation in 
institutional change. The transaction costs of population mobility must be 
reduced—not just the transaction costs of migration per se, but also the availability 
of the ‘welfare’ attached to the hukou system. Fair competition is necessary to 
eliminate hukou-based discrimination in both the labour and the land markets. 
Furthermore, the safeguard of institutional flexibility is conducive to fostering 
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institutional innovation and eliminating institutional failure. In this regard, giving 
local governments some autonomy and leaving sufficient room for competition and 
innovation are necessary to improve the institutional efficiency of the system. 

References
Afridi, F., S.X. Li and Y. Ren. 2015. ‘Social Identity and Inequality: The Impact of China’s 

Hukou System.’ Journal of Public Economics 123: 17–29. doi.org/10.1016/j.jpubeco. 
2014.12.011.

Aoki, M. 2001. Toward a Comparative Institutional Analysis. Cambridge, MA: MIT Press. 
doi.org/10.7551/mitpress/6867.001.0001.

Aoki, M. 2007. ‘Endogenizing Institutions and Institutional Changes.’ Journal of Institutional 
Economics 3(1): 1–31. doi.org/10.1017/S1744137406000531.

Au, C.C. and J.V. Henderson. 2006. ‘How Migration Restrictions Limit Agglomeration 
and Productivity in China.’ Journal of Development Economics 80(2): 350–88. doi.org/ 
10.1016/j.jdeveco.2005.04.002.

Boettke, P.J., C.J. Coyne and P.T. Leeson. 2008. ‘Institutional Stickiness and the New 
Development Economics.’ American Journal of Economics and Sociology 67(2): 331–58. 
doi.org/10.1111/j.1536-7150.2008.00573.x.

Brousseau, E., P. Garrouste and E. Raynaud. 2011. ‘Institutional Changes: Alternative 
Theories and Consequences for Institutional Design.’ Journal of Economic Behavior and 
Organization 79(1-2): 3–19. doi.org/10.1016/j.jebo.2011.01.024.

Cai, F. 2011. ‘Hukou System Reform and Unification of Rural–Urban Social Welfare.’ 
China & World Economy 19(3): 33–48. doi.org/10.1111/j.1749-124X.2011.01241.x.

Cai, F. and M. Wang. 2010. ‘Growth and Structural Changes in Employment in Transition 
China.’ Journal of Comparative Economics 38(1): 71‒81. doi.org/10.1016/j.jce.2009. 
10.006.

Chan, K.W. 2009. ‘The Chinese Hukou System at 50.’ Eurasian Geography and Economics 
50(2): 197-221. doi.org/10.2747/1539-7216.50.2.197.

Chan, K.W. and L. Zhang. 1999. ‘The Hukou System and Rural–Urban Migration in 
China: Processes and Changes.’ The China Quarterly 160: 818–55. doi.org/10.1017/
S0305741000001351.

Chang, H.J. 2011. ‘Institutions and Economic Development: Theory, Policy and History.’ 
Journal of Institutional Economics 7(4): 473–98. doi.org/10.1017/S1744137410000378.

Chen, C. and Fan, C.C. 2016. ‘China’s Hukou Puzzle: Why Don’t Rural Migrants Want 
Urban Hukou?’, China Review 16(3): 9–39.

http://doi.org/10.1016/j.jpubeco.2014.12.011
http://doi.org/10.1016/j.jpubeco.2014.12.011
http://doi.org/10.7551/mitpress/6867.001.0001
http://doi.org/10.1017/S1744137406000531
http://doi.org/10.1016/j.jdeveco.2005.04.002
http://doi.org/10.1016/j.jdeveco.2005.04.002
http://doi.org/10.1111/j.1536-7150.2008.00573.x
http://doi.org/10.1016/j.jebo.2011.01.024
http://doi.org/10.1111/j.1749-124X.2011.01241.x
http://doi.org/10.1016/j.jce.2009.10.006
http://doi.org/10.1016/j.jce.2009.10.006
http://doi.org/10.2747/1539-7216.50.2.197
http://doi.org/10.1017/S0305741000001351
http://doi.org/10.1017/S0305741000001351
http://doi.org/10.1017/S1744137410000378


7. CHINA’S HUKOU SYSTEM REFORM

161

Chen, P. 1993. ‘China’s Challenge to Economic Orthodoxy: Asian Reform as an Evolutionary, 
Self-Organizing Process.’ China Economic Review 4(2): 137–42. doi.org/10.1016/1043-
951X(93)90014-Q.

Cheng, T. and M. Selden. 1994. ‘The Origins and Social Consequences of China’s Hukou 
System.’ The China Quarterly 139: 644–68. doi.org/10.1017/S0305741000043083.

Chi, J. and J. Yang. 2003. ‘An Analysis of the Supply and Demand of the Changes in China’s 
Hukou System: An Explanation from the Perspective of Rural Economic Reform.’ 
[In Chinese]. Reform of Economic System 3: 70–73.

DellaPosta, D., V. Nee and S. Opper. 2017. ‘Endogenous Dynamics of Institutional Change.’ 
Rationality and Society 29(1): 5–48. doi.org/10.1177/1043463116633147.

Dreger, C., Wang, T., and Zhang, Y. 2015. ‘Understanding Chinese Consumption: 
The Impact of Hukou’, Development and Change 46(6): 1331–44.

Fan, C.S. and O. Stark. 2008. ‘Rural-to-Urban Migration, Human Capital, and 
Agglomeration.’ Journal of Economic Behavior and Organization 68(1): 234–47. doi.org/ 
10.1016/ j.jebo.2008.04.003.

Government of the People’s Republic of China (PRC). 2021. ‘The 14th Five-Year Plan 
for National Economic and Social Development of the People’s Republic of China and 
Outline of the Vision for 2035.’ [In Chinese]. Xinhua News Agency, [Beijing], 12 March. 
Available from: www.gov.cn/xinwen/2021-03/13/content_5592681.htm.

Greif, A. 2006. Institutions and the Path to the Modern Economy: Lessons from Medieval Trade. 
New York, NY: Cambridge University Press. doi.org/10.1017/CBO9780511791307.

Greif, A. and C. Kingston. 2011. ‘Institutions: Rules or Equilibria?’ In N. Schofield and 
G. Caballero (eds), Political Economy of Institutions, Democracy and Voting, pp. 13–43. 
Berlin: Springer. doi.org/10.1007/978-3-642-19519-8_2.

Greif, A. and D.D. Laitin. 2004. ‘A Theory of Endogenous Institutional Change.’ American 
Political Science Review 98(4): 633–52. doi.org/10.1017/S0003055404041395.

Guo, J.J. 1992. Price Reform in China, 1979–86. London: Palgrave Macmillan. doi.org/ 
10.1007/978-1-349-11681-2.

Hu, B. 2007. Informal Institutions and Rural Development in China. London: Routledge. 
doi.org/10.4324/9780203947449.

Huang, S. 2017. ‘The Origin and Present Situation of Institutional Economics.’ [In Chinese]. 
Reform 1: 132–44.

Kingston, C. and G. Caballero. 2009. ‘Comparing Theories of Institutional Change.’ 
Journal of Institutional Economics 5(2): 151–80. doi.org/10.1017/S1744137409001283.

Li, Y., Y. Li, Y. Zhou, Y. Shi and X. Zhu. 2012. ‘Investigation of a Coupling Model of 
Coordination between Urbanization and the Environment.’ Journal of Environmental 
Management 98: 127–33. doi.org/10.1016/j.jenvman.2011.12.025.

http://doi.org/10.1016/1043-951X(93)90014-Q
http://doi.org/10.1016/1043-951X(93)90014-Q
http://doi.org/10.1017/S0305741000043083
http://doi.org/10.1177/1043463116633147
http://doi.org/10.1016/j.jebo.2008.04.003
http://doi.org/10.1016/j.jebo.2008.04.003
http://www.gov.cn/xinwen/2021-03/13/content_5592681.htm
http://doi.org/10.1017/CBO9780511791307
http://doi.org/10.1007/978-3-642-19519-8_2
http://doi.org/10.1017/S0003055404041395
http://doi.org/10.1007/978-1-349-11681-2
http://doi.org/10.1007/978-1-349-11681-2
http://doi.org/10.4324/9780203947449
http://doi.org/10.1017/S1744137409001283
http://doi.org/10.1016/j.jenvman.2011.12.025


CHINA’S TRANSITION TO A NEW PHASE OF DEVELOPMENT

162

Lin, J.Y. 1989. ‘An Economic Theory of Institutional Change: Induced and Imposed Change.’ 
Cato Journal 9(1): 1–33.

Lin, J.Y., F. Cai and Z. Li. 2003. The China Miracle: Development Strategy and Economic 
Reform. Hong Kong: Chinese University Press. doi.org/10.2307/j.ctv1fj84hd.

Ma, Y. and A. Jalil. 2008. ‘Financial Development, Economic Growth and Adaptive Efficiency: 
A Comparison between China and Pakistan.’ China & World Economy 16(6): 97–111. 
doi.org/10.1111/j.1749-124X.2008.00140.x.

Marris, R. and D.C. Mueller. 1980. ‘The Corporation, Competition, and the Invisible 
Hand.’ Journal of Economic Literature 18(1): 32–63.

National Bureau of Statistics of China (NBS). 2020. China Statistical Yearbook 2019. Beijing: 
China Statistics Press.

National Development and Reform Commission (NDRC). 2020. Key Tasks for New-Type 
Urbanisation Construction and Urban–Rural Integration Development in 2020. Development 
and Reform Planning [2020] No. 532, 3 April. Beijing: NDRC. Available from: www.gov.
cn/zhengce/zhengceku/2020-04/09/content_5500696.htm.

National Development and Reform Commission (NDRC). 2021. Key Tasks for New 
Urbanisation and Urban–Rural Integration Development in 2021. [In Chinese]. Development 
and Reform Planning [2021] No. 493, 8 April. Beijing: NDRC. Available from: www.gov.
cn/zhengce/zhengceku/2021-04/13/content_5599332.htm.

National Development and Reform Commission (NDRC). 2022. The 14th Five-Year Plan 
for the Implementation of New Urbanisation. [In Chinese]. Plan [2022] No. 960, 21 June. 
Beijing: NDRC. Available from: www.gov.cn/zhengce/zhengceku/2022-07/12/content_ 
5700632.htm.

Nee, V. and S. Opper. 2012. Capitalism from Below: Markets and Institutional Change in China. 
Cambridge, MA: Harvard University Press. doi.org/10.4159/harvard.9780674065390.

North, D.C. 1990. Institutions, Institutional Change and Economic Performance. New York, 
NY: Cambridge University Press. doi.org/10.1017/CBO9780511808678.

North, D.C. 1994. ‘Economic Performance through Time.’ The American Economic Review 
84(3): 359–68.

North, D.C. 2005. Understanding the Process of Economic Change. Princeton, NJ: Princeton 
University Press.

North, D.C., J.J. Wallis and B.R. Weingast. 2009. Violence and Social Orders: A Conceptual 
Framework for Interpreting Recorded Human History. New York, NY: Cambridge 
University Press. doi.org/10.1017/CBO9780511575839.

Peng, X., D. Zhao and X. Guo. 2009. ‘The Reform of China’s Household Registration System: 
A Political Economics View.’ [In Chinese]. Fudan Journal (Social Sciences) 3: 1–11.

http://doi.org/10.2307/j.ctv1fj84hd
http://doi.org/10.1111/j.1749-124X.2008.00140.x
http://www.gov.cn/zhengce/zhengceku/2020-04/09/content_5500696.htm
http://www.gov.cn/zhengce/zhengceku/2020-04/09/content_5500696.htm
http://www.gov.cn/zhengce/zhengceku/2021-04/13/content_5599332.htm
http://www.gov.cn/zhengce/zhengceku/2021-04/13/content_5599332.htm
http://www.gov.cn/zhengce/zhengceku/2022-07/12/content_5700632.htm
http://www.gov.cn/zhengce/zhengceku/2022-07/12/content_5700632.htm
http://doi.org/10.4159/harvard.9780674065390
http://doi.org/10.1017/CBO9780511808678
http://doi.org/10.1017/CBO9780511575839


7. CHINA’S HUKOU SYSTEM REFORM

163

Sheng, Y. and L. Song. 2018. ‘Agricultural Production and Food Consumption in China: 
A Long-Term Projection.’ China Economic Review 53: 15–29. doi.org/10.1016/j.chieco. 
2018.08.006.

Solinger, D.J. 1999. Contesting Citizenship in Urban China: Peasant Migrants, the State, and 
the Logic of the Market. Berkeley, CA: University of California Press.

Song, L., W. Jiang and Y. Zhang. 2010. ‘Urbanization of Migrant Workers and Expansion 
of Domestic Demand.’ Social Sciences in China 31(3): 194–216. doi.org/10.1080/0252
9203.2010.503080.

Song, L. and C. Simpson. 2018. ‘Linking “Adaptive Efficiency” with the Basic Market 
Functions: A New Analytical Perspective for Institution and Policy Analysis.’ Asia and the 
Pacific Policy Studies 5(3): 544–57. doi.org/10.1002/app5.249.

Song, Y. 2014. ‘What Should Economists Know about the Current Chinese Hukou System?’ 
China Economic Review 29: 200–12. doi.org/10.1016/j.chieco.2014.04.012.

State Council. 2014. Opinions of the State Council on Further Promoting the Reform of the 
Household Registration System. National Law [2014] No. 25, 30 July. Beijing: State Council 
of the People’s Republic of China. Available from: www.gov.cn/zhengce/content/2014-07/ 
30/content_8944.htm.

State Council. 2019a. ‘Opinions of the Central Committee of the Communist Party of China 
and the State Council on Establishing and Improving the Institutional Mechanism and 
Policy System for Urban-Rural Integrated Development.’ [In Chinese]. Xinhua News 
Agency, [Beijing], 5 May. Available from: www.gov.cn/zhengce/2019-05/05/content_ 
5388880.htm.

State Council. 2019b. ‘The General Office of the Central Committee of the Communist 
Party of China and the General Office of the State Council Issued the “Opinions on 
Promoting the Reform of the System and Mechanism of Labour and Talent Social 
Mobility”.’ [In Chinese]. Xinhua News Agency, [Beijing], 25 December. Available from: 
www.gov.cn/zhengce/2019-12/25/content_5463978.htm.

State Council. 2021. ‘The General Office of the CPC Central Committee and the General 
Office of the State Council Issued the Action Plan for Building a High-Standard Market 
System.’ [In Chinese]. Xinhua News Agency, [Beijing], 31 January. Available from: www.
gov.cn/zhengce/2021-01/31/content_5583936.htm.

United States Department of Agriculture (USDA). 2022. International Agricultural 
Productivity. [Online]. Washington, DC: Economic Research Service, USDA. Available 
from: www.ers.usda.gov/data-products/international-agricultural-productivity/.

Vendryes, T. 2011. ‘Migration Constraints and Development: Hukou and Capital 
Accumulation in China.’ China Economic Review 22(4): 669–92. doi.org/10.1016/ 
j.chieco.2011. 08.006.

Wang, F.L. 2005. Organizing through Division and Exclusion: China’s Hukou System. Stanford, 
CA: Stanford University Press. doi.org/10.1515/9780804767484.

http://doi.org/10.1016/j.chieco.2018.08.006
http://doi.org/10.1016/j.chieco.2018.08.006
http://doi.org/10.1080/02529203.2010.503080
http://doi.org/10.1080/02529203.2010.503080
http://doi.org/10.1002/app5.249
http://doi.org/10.1016/j.chieco.2014.04.012
http://www.gov.cn/zhengce/content/2014-07/30/content_8944.htm
http://www.gov.cn/zhengce/content/2014-07/30/content_8944.htm
http://www.gov.cn/zhengce/2019-05/05/content_5388880.htm
http://www.gov.cn/zhengce/2019-05/05/content_5388880.htm
http://www.gov.cn/zhengce/2019-12/25/content_5463978.htm
http://www.gov.cn/zhengce/2021-01/31/content_5583936.htm
http://www.gov.cn/zhengce/2021-01/31/content_5583936.htm
http://www.ers.usda.gov/data-products/international-agricultural-productivity/
http://doi.org/10.1016/j.chieco.2011.08.006
http://doi.org/10.1016/j.chieco.2011.08.006
http://doi.org/10.1515/9780804767484


CHINA’S TRANSITION TO A NEW PHASE OF DEVELOPMENT

164

Wu, X. and D.J. Treiman. 2004. ‘The Household Registration System and Social Stratification 
in China: 1955–1996.’ Demography 41(2): 363–84. doi.org/10.1353/dem.2004.0010.

Young, J. 2013. China’s Hukou System: Markets, Migrants, and Institutional Change. New York, 
NY: Palgrave Macmillan. doi.org/10.1057/9781137277312_2.

Zhang, K., C. Chen, J. Ding and Z. Zhang. 2019. ‘China’s Hukou System Reform and City 
Economic Growth: From the Aspect of Rural–Urban Migration.’ China Agricultural 
Economic Review 12(1): 140–57. doi.org/10.1108/CAER-03-2019-0057.

Zhang, M., C.J. Zhu and C. Nyland. 2014. ‘The Institution of Hukou-Based Social 
Exclusion: A Unique Institution Reshaping the Characteristics of Contemporary Urban 
China.’ International Journal of Urban and Regional Research 38(4): 1437–57. doi.org/ 
10.1111/j.1468-2427.2012.01185.x.

Zhou, B. 2013. ‘Adaptive Efficiency: The Deficiency of North’s Theory and the 
Reconsideration.’ [In Chinese]. Research of Institutional Economics 3: 204–25.

Zhou, K. 2012. ‘Why Do Mayors around the World Oppose Household Registration 
Reform?’ Sohu Finance, [Beijing], 20 August. Available from: business.sohu.com/s2012/
weiguan48/.

http://doi.org/10.1353/dem.2004.0010
http://doi.org/10.1057/9781137277312_2
http://doi.org/10.1108/CAER-03-2019-0057
http://doi.org/10.1111/j.1468-2427.2012.01185.x
http://doi.org/10.1111/j.1468-2427.2012.01185.x
http://business.sohu.com/s2012/weiguan48/
http://business.sohu.com/s2012/weiguan48/


This text is taken from China’s Transition to a New Phase of Development, edited by 
Ligang Song and Yixiao Zhou, published 2022 by ANU Press, The Australian 

National University, Canberra, Australia.

doi.org/10.22459/CTNPD.2022.07

http://doi.org/10.22459/CTNPD.2022.07

