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Abstract

Purpose — There is a recent growing interest to find a lasting intervention to rural poverty (RP) in developing
countries based on farmer entrepreneurship and innovation. The purpose of this paper, therefore, is to
examine the relation between entrepreneurship and RP alleviation in two resource-constrained provinces of
China. This paper assesses the influence of three capabilities of farm entrepreneurs — educational, economic
and socio-cultural — on farmer entrepreneurship growth and how these, in turn, impact alleviation of RP.
Design/methodology/approach — Household survey data comprising 363 respondents were taken from
four deprived communities in two provinces of China. The paper employed structural equation modeling
(SEM), using AMOS 21.0 alongside SPSS 20.0 to test the relations between the constructs.

Findings — The results show that a statistically significant and positive relation exists between
entrepreneurship and RP alleviation in China. The findings of the study further reveal that qualitative growth
of entrepreneurship has a stronger positive influence on RP alleviation than on quantitative growth, and
socio-cultural capabilities of respondents significantly and positively affect entrepreneurial growth of
farmers, rather than education and economic capabilities.

Research limitations/implications — The use of data from four communities in two provinces tends to
limit the ability to generalize the findings of the study. Furthermore, the survey did not collect information on
non-farm entrepreneurs, making it impossible to compare the findings from farm entrepreneurs with
non-farm entrepreneurs.

Practical implications — The findings have practical implications for policy makers in rural China toward
addressing targeted RP. This paper, therefore, suggests that entrepreneurship should be pursued vigorously
among farmers in rural areas of China to help solve poverty. The paper also presents a useful lesson for
various stakeholders in poverty alleviation programs in other developing countries.

Originality/value — This paper contributes to the academic literature on the entrepreneurship-RP
alleviation nexus by combining the theory of capability and SEM in the analysis of an emerging economy
such as China.

Keywords China, Structural equation modelling, Capability approach, Rural poverty,
Farmer entrepreneurship
Paper type Research paper

Introduction

Recent years have been witnessing a growing interest in finding a lasting intervention to
rural poverty (RP) alleviation in developing countries and in entrepreneurship, which is
regarded as one of the most important drivers of economic growth in many nations
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(Acs et al., 2005; Gomez-Grass et al., 2010; Seuneke et al., 2013; Shane and Venkataraman,
2000; Thurik et al., 2008) and appears to have positively impacted poverty reduction and
sustainable development (Dhahri and Omri, 2018; Yanya et al., 2013). The role of agriculture
in sustainable economic growth and rural development in developing economies, including
China, also cannot be overemphasized as more farmers are engaged in entrepreneurial
activities through innovation, to create employment opportunities for themselves and rural
communities (Ge et al., 2015; Syed et al., 2012; Zhao and Tang, 2018). Thus, entrepreneurship
has often been an integral part of the agriculture sector to increase returns and reduce
poverty in developing countries (Van Rooyen, 2014).

Meanwhile, farmer entrepreneurship (measured by newly founded farm enterprises) has,
in recent times, been found to have positively impacted conflict resolution and poverty
reduction in developing nations (Bruton ef al., 2013; Hoang et al., 2014; Tobias et al., 2013).
For instance, according to Fitz-Koch et al. (2018), entrepreneurship in the agricultural sector
needs to be given much attention due to the promising opportunities it has contributed to
the theoretical and empirical analyses of entrepreneurship research. Carter et al. (2017) also
emphasized that farmer entrepreneurship research should focus more on household
activities of individuals and their communities.

Although there exists a large body of scholarly work on entrepreneurship and poverty in
China (Cai et al., 2018; Li and Wu, 2014; Zheng and Zhao, 2017), empirical findings on the
relationship between farmer entrepreneurship and RP alleviation still appear to be scant.
This paper thus focuses mainly on the emerging trend of many rural farmers becoming
entrepreneurs and how RP is being effectively addressed. The paper, therefore, mainly
examines how three capabilities of farm entrepreneurs, namely, educational, economic and
socio-cultural, impact the growth of farmer entrepreneurship (quantitatively and
qualitatively) and to what extent the growth of farmer entrepreneurship has affected RP
alleviation in China, using the capability theory. This study is important because RP in
China continues to be a critical challenge facing the central government and its quest to
improve the living conditions of many rural dwellers, and it is worth exploring this new
phenomenon of farmer entrepreneurship. Currently, as the second largest economy in the
world, China’s level of RP appears to be on the increase, and this affects millions of people,
especially rural farmers and their families. China has made tremendous contributions to
global poverty reduction, where the national poverty rate dropped from 88 percent in 1978
to approximately 6.5 percent in 2012, as measured by the percentage of individuals living
on the equivalence of $1.90 or less per day in terms of 2011 purchasing power parity
(World Bank, 2013). This remarkable progress in poverty reduction in China can be
attributed to the government’s commitment and emphasis on ensuring sustainable
economic growth through agricultural activities over the last three decades, making the
agriculture sector play a key strategic role in reducing RP (Montalvo and Ravallion, 2010;
Ravallion and Chen, 2007). However, there are still approximately 70m people living below
the national RP line of CNY 2,300/year or US$376/year (Xinhua News, 2015). Several
attempts have been made to alleviate RP in China. These include the National Poverty
Reduction Program initiated for implementation from 1994 to 2000 (Wang et al., 2004); the
Entire-Village Advancement or the Targeted Poverty Alleviation strategy, which ran from
2001 to 2010 (Wang and Chen, 2016); and, currently, the Development-Oriented Poverty
Alleviation Program in Rural China (2011-2020). It is under this new pro-poor program that
entrepreneurship has been highlighted as part of the strategies targeted at reducing RP.
Therefore, despite attempts to alleviate RP in China over the years, the problem persists,
giving rise to stakeholders who wonder what the cause might be since the economic gains of
the country appear not to have been evenly distributed.

RP is a multidimensional phenomenon and cannot be solved using a single strategy. RP
includes not only income poverty but also limited access to quality education, healthcare,



potable water and energy supply, and most of the rural poor in China live in remote and
mountainous areas. Meanwhile, entrepreneurship is viewed as a tool for boosting economic
growth in developed and developing countries, which can impact poverty reduction (Bruton
et al., 2013). However, there is little investigation of the role of farmer entrepreneurship on
RP alleviation in China. Researchers in entrepreneurship and poverty studies have focused
on mature economies that have fewer issues involving RP.

Therefore, this paper employs the capability theory of Sen (1981), which emphasizes the
importance of human capabilities on poverty alleviation, to investigate the link between
farmer entrepreneurship and RP in China. The main objectives are: to determine which
capabilities of farm entrepreneurs greatly affect the growth of farmer entrepreneurship; to
assess how farmer entrepreneurship impacts RP; and to make policy recommendations to
China’s Government for a sustainable pathway to RP alleviation. This paper will make a
modest contribution to the literature on RP and farmer entrepreneurship in China by
combining the capability approach (CA) and structural equation modeling (SEM).
Furthermore, the experience of China in RP alleviation can be a lesson for other developing
countries toward achieving the first target of the sustainable development goals, ending
poverty in all its forms everywhere by 2030.

This paper is organized into six sections. Following the introduction, the review of
relevant literature is next, while the theory and hypotheses development is presented in the
third section. This is followed by the methodology, which includes the study areas, sample
size and sampling techniques employed in the data collection and method of analysis. The
fifth section contains the results and detailed discussions, while the final section presents
the conclusions, study limitations and suggestions for future research.

Review of related literature

According to the Global Entrepreneurship Monitor studies, entrepreneurship has become an
essential tool for job and wealth creation, which highlights the relationship between
economic growth and entrepreneurship (Acs et al., 2005; Gémez-Grass et al., 2010; Seuneke
et al., 2013; Shane and Venkataraman, 2000; Thurik et al., 2008). Entrepreneurship is defined
as a multidimensional concept (Verheul et al., 2002), involving a range of business activities
from the process of “creative destruction” (Schumpeter, 1934) to innovative creation of
additional value for an existing or “new organization” (Harbi and Anderson, 2010).
Entrepreneurship is also defined as an attempt at new business or venture creation, such as
self-employment, new business organization, or the expansion of an existing business, by an
individual, a team of individuals, or an established business (Global Entrepreneurship
Monitoring Report, 2014). More importantly, in recent times, entrepreneurship is seen as a
pathway to reducing poverty and conflicts in developing countries (Bruton ef al., 2013;
Sutter et al., 2018; Tobias et al., 2013). This underscores the need for investigation of the
relationship between farmer entrepreneurship and RP.

In the conceptualization of farmers as entrepreneurs, farming is no longer regarded as a
way of life but a business enterprise capable of transforming rural living conditions.
A farmer who starts a business in addition to the main on-farm work, where the activities
are different from the traditional farming activities of cultivating the soil, growing crops and
rearing livestock as the main source of income and livelihood, is regarded as a farm
entrepreneur (McElwee, 2004).

With many studies on entrepreneurship as an academic field (Shane and Venkataraman,
2000; Walter and Block, 2016), research on farmer entrepreneurship is still largely new to many
scholars. As a relatively new concept, farmer entrepreneurship has varied definitions. It is often
linked with self-employment and/or farm and non-farm activities that people undertake to earn
a living. In this paper, farmer entrepreneurship is defined based on the value addition of farm
products by farmers engaged in other non-farm business to augment earnings.
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For the literature on poverty, various meanings and dimensions exist, which can either
be RP or urban poverty (Alkire and Santos, 2014; Venot, 2016). In China, studies show that
the poor are predominantly located in the rural areas and poverty is more pronounced
among ethnic minority groups. The poor are characterized by extreme social exclusion and
lack of human capabilities to enable them access to job opportunities within their localities.
RP may also be persistent in China due to limited infrastructural development in education,
healthcare, access to roads, potable water and electricity in the deprived and mountainous
regions (She et al., 2018; Tortajada, 2016; Wan and Zhang, 2018). According to She ef al.
(2018), lack of optimal infrastructural development in mountainous townships in Southwest
China has affected economic performance to a large extent over the years. The exodus of
young people from rural communities to larger cities in search of higher-earning jobs also
leaves much to be desired, leading to a shortage in human capital development and fewer
resources for investment (Meng and Zhao, 2017). Furthermore, although it may be too early
to assess the impact of China’s “One Belt One Road” initiative on economic development in
the rural areas that the initiative passes through, it appears there is less involvement of rural
communities along the “Belt and Road” regions to turn their underdevelopment into new
vibrant economic societies through infrastructural investments (Huang, 2016; Zhai, 2018).

As a multidimensional concept (Chowdhury and Mukhopadhaya, 2012; Ravallion, 2011),
poverty is considered a condition in which people are economically, culturally, educationally
and environmentally disadvantaged. Rowntree (1901) defines the poor as people whose
daily income expenditure fell below a calculated weekly sum of money required to enable
their families to secure the necessity of a healthy life. Hunter (1904), who also studied
poverty in the USA, argued that there were more than 10m persons in America living in
poverty, and attempted to define and measure poverty.

Research has widened the meaning of poverty to include non-income factors required to
maintain a minimum standard of living. The multidimensionality of poverty is therefore no
longer debatable (Aaberge and Brandolini, 2015) but is a concept that incorporates
economic, social, cultural and human capability theory. According to May (1999), poverty is
the inability of individuals, households or an entire community to command sufficient
resources to satisfy a socially acceptable minimum standard of living. Among all these
definitions, it is the understanding of poverty by Sen (1981) that this paper adopts because it
is widely linked to human development activities prescribed by UNDP annual reports.
Poverty also refers to the lack of human capabilities or entitlements to ensure that freedom
and justice are attained (Sen, 1981). RP, on the other hand, refers to human deprivation that
takes place in nonmetropolitan areas with a population below 50,000 and where there are
more single-guardian households, less access to public service and support for disabilities,
and limited education and healthcare opportunities. In this paper, we define RP as the lack of
economic, socio-cultural and educational capabilities of farmers to be able to convert
opportunities into profitable business ventures to improve their living conditions.

Role of farmer entreprencurship in vural development and poverty alleviation. The
development or revitalization of rural areas in many countries has become a new growth
point of rural economies in China and other regions. Under the new normal in China, farmer
entrepreneurship is a new strategy meant to advance rural urbanization, revitalize the rural
economy and solve poverty. This is because it has been found that farmer entrepreneurship
is capable of effectively stimulating rural industrialization since it is able to help farmers
increase their incomes and improve their standard of living. Farmers involved in
entrepreneurial activities are therefore more likely to overcome RP faster than non-farm
entrepreneurs in developing countries (Nagler and Naudé, 2017). As a result of the above
phenomenon, most Chinese agricultural policies have strongly focused on the development
of entrepreneurship in the countryside with the aim to reduce poverty. For instance, village
enterprise programs over the years have encouraged the growth of entrepreneurship and



innovation as a means of addressing extreme poverty in deprived areas. Even though the
persistence of RP in China is a multifaceted issue, the Chinese rural poor basically have
limited access to public goods such as education, healthcare, housing, roads and meaningful
employment to improve their living conditions.

At present, some scholarly works on farmer entrepreneurship in China and other
countries exist (Bao et al., 2016; Carter, 1999; Kahan, 2012; McElwee, 2006; Pyysiiinen et al.,
2005; Rudmann, 2008; Sharma et al., 2010), and the findings of these studies have shown that
farmer entrepreneurship has the potential to improve the living conditions of resource-poor
farmers in rural areas. For instance, Saxena (2012) intimated that farmer entrepreneurship
in India plays a key role in increasing per capita income through the creation of rural jobs.
The study found that farmer entrepreneurship has helped to achieve higher productivity in
farm and non-farm businesses and assisted in reducing the migration of young people from
the rural areas to urban centers. Although the literature on farmer entrepreneurship in
China is still growing, a recent study by Yuan et al. (2017), using 219 observations taken
from Zhejiang Province and based on Grounded Theory, revealed that many Chinese
farmers have been turning to entrepreneurial activities as an alternative way to earn higher
incomes to improve their living standards.

Therefore, farmer entrepreneurship is now becoming accepted as a rural economic
development strategy, helping communities and small towns to design and implement
mechanisms aimed at reducing poverty. This role played by farmer entrepreneurship to
transform rural economies presents a unique opportunity to local governments, researchers
and other stakeholders in China to consider pooling scarce resources to confront the status
quo of the “top-down” approach to RP alleviation and help rural farmers develop and own
businesses that will help create jobs, increase rural economic growth and help lift many
more people off the bottom of the economic ladder in the country.

Theory and hypotheses development

The concept of the CA, according to Robeyns (2005), is a broad normative framework used
for evaluating, measuring and assessing the well-being of individuals in order to help
formulate policies and programs to effect the socioeconomic transformation of societies. The
causes of RP can be varied and wide, but many scholars attribute the incidence of RP to lack
of basic human capabilities to convert opportunities by “smart” individuals (entrepreneurs)
into profitable business ventures. The CA was developed by Sen (1981), and it seeks to
measure human well-being from the perspective of expansion of people’s capabilities and
not just the maximization of utility or income.

The CA mainly focuses on the functions or living conditions of individuals and defines them
as “what people can do or cannot do, or what they can or cannot be” (Sen, 1985). This is
concerned with the ability of persons to achieve freedom of development. Since its introduction
into mainstream research as a method for measuring poverty, inequality and distribution justice
in social theory, the United Nations has adopted it for the annual Human Development Reports
(HDR) since 1990 (UNDP, 2010). Shepherd (2015) identifies the need to explore entrepreneurial
opportunities that build on identifying people’s capabilities to create businesses to help alleviate
poverty. Greco et al. (2015) evaluated a community-based participatory intervention that sought
to improve maternal health in rural Malawi using the CA. They realized that the quality of rural
women’s lives is shaped by social relations and norms of society. Based on the wide use of the
CA, this paper adopts the approach to examine how farmer entrepreneurship affects RP in China.

In this paper, three capabilities of farm entrepreneurs, namely, education, economic and
socio-cultural, are used to develop and test four hypotheses.

First, the role of education in helping lift residents from RP cannot be overemphasized
(Mohapatra et al., 2007). The acquisition of knowledge and skills through education helps
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equip individuals for life-long improvement. Entrepreneurship and poverty are two
important research areas where research findings show a strong link between education and
poverty reduction. Verheul et al. (2015) indicate that education facilitates the accumulation
of human capital for development and can also lead to improvement in entrepreneurial
exploits by individuals. In rural China, poverty appears to be linked with the quality and
level in education one attains. This is because education serves as one of the means through
which people acquire knowledge, skills and experiences to gain employment for higher
earnings. According to Mihai et al. (2015), the level of education and people’s welfare are
correlated with the latter improving substantially as the former increases. Aterido and
Hallward-Driemeier (2011) examined the gender gap in entrepreneurship using data from
Sub-Saharan Africa. They found that education had a positive link with higher productivity,
which then influenced a reduction in poverty. Gokovali (2013) found that the welfare of
households increases especially where mothers have formal education, with the impact
being larger as the level of education increases. In this paper, educational capabilities of
farm entrepreneurs refer to the availability of schools in the village, children’s access to
schools and farm entrepreneurs’ willingness to contribute to the supply of public goods such
as schools in their communities. Hence, we hypothesize the following:

Hila. There is a positive relation between educational capabilities of farm entrepreneurs
and quantitative growth of farmer entrepreneurship.

HIb. There is a positive relation between educational capabilities of farm entrepreneurs
and qualitative growth of farmer entrepreneurship.

Second, the literature on the relation between economic factors and entrepreneurship
growth is found to be positive. For instance, Hoang et al. (2014), in a study on non-farm
activities, household expenditure and poverty reduction in Vietnam, found that increased
economic activities from non-farming activities help to reduce RP. China’s experience of the
transition from a command economy to a market-oriented economy following reforms and
open-door policies (Tisdell, 2009) has enabled the people to overcome economic poverty to a
large extent. However, farmers are still poor in the rural areas due to lack of enhanced jobs
from the government. The private sector is one of the partners helping farmers in the rural
areas to create jobs through support services to increase crop growing and rearing of
animals. The need to engage farmers in vibrant economic activities requires the acquisition
of economic skills by farmers. Economic capabilities of farm entrepreneurs are vital in
determining the impact of farm activities on household well-being. These capabilities
include marketing skills, management strategies and the use of modern technology to
improve sales (Martin and Javalgi, 2016). Weaver et al. (2014) investigated the influence of
four capabilities on stages of the innovation process using 264 survey data in China and
realized that firms typically adopt management innovations facilitated by socioeconomic
capabilities to improve a firm’s performance. From the above, it is assumed that farm
entrepreneurs’ economic capabilities can help boost farm earnings. Based on this, this paper
proposes the following:

H2a. There is a positive relation between economic capabilities of farm entrepreneurs
and quantitative growth of farmer entrepreneurship.

H2b. There is a positive relation between economic capabilities of farm entrepreneurs
and qualitative growth of farmer entrepreneurship.

Third, it is known that the social and cultural environments of individuals can affect
innovation and entrepreneurial growth (Shane, 1993). According to Appadurai (2004),
culture and traditions are rooted in society, and efforts to alleviate RP should consider the
culture of the people. Social capabilities refer to the social structures in society such as the



ability to have strong or weak networks with family members, friends, and peers at
workplaces, while culture is the way of life of a group of people in a particular place at a
particular time. Cultural values reflect how individuals interact with one another (Hofstede,
1980), and this affects human behavior. In China, culture is more collectivism than
individualism, and this can have a great influence on entrepreneurial activities. Yuan and
Zhou (2015) studied the effects of culture on group creativity, and they found that culture
impacts group creativity by influencing individuals’ cognitive tasks in management.
Furthermore, Baron et al. (2016) examined how self-control in a socio-cultural context affects
business performance. They found that self-control encourages entrepreneurs to set
attainable goals. According to Ferreira ef al. (2015), social networks and cultural values
serve as drivers of innovation in business growth. The socio-cultural capabilities (SSC) of
farm entrepreneurs examined in this paper include a democratic environment (freedom of
expression), transparency in the management of village issues, and openness in
decision-making processes. To enhance human well-being, freedom and improved culture,
participation in open decision-making, can promote farm entrepreneurial activities.
Therefore, we hypothesize the following:

H3a. There is a positive relation between SSC of farm entrepreneurs and quantitative
growth of farmer entrepreneurship.

H3b. There is a positive relation between SSC of farm entrepreneurs and qualitative
growth of farmer entrepreneurship.

Fourth, there is a strong evolving link between entrepreneurship and poverty reduction in
developing countries (Martinez et al, 2015; Ngoasong and Kimbu, 2016). Although
existing literature does not have enough empirical evidence establishing a relationship
between farmer entrepreneurship and RP, it is expected that the two issues could be
related since the majority of the world’s poor live in rural areas, subsisting on agriculture
as their mainstay, which involves entrepreneurship (Birthal ef al, 2015). In China,
Montalvo and Ravallion (2010) discovered that agriculture is the main contributor to
poverty reduction. Démurger and Fournier (2011) studied the relationship between rural
households’ economic wealth and firewood consumption in northern China and found
that household economic wealth negatively impacts firewood consumption. Ansoms
and McKay (2010) analyzed poverty and livelihood profiles in post-conflict rural Rwanda
and found that RP can be approached through combined factors of natural, physical,
human, financial and social resources/skills of farming household groups to improve
their livelihoods.

In this paper, quantitative growth of farmer entrepreneurship refers to the number of
farmers who become entrepreneurs, as well as the number of farm enterprises founded in
the village. The qualitative growth of farmer entrepreneurship refers to how proceeds from
farmer entrepreneurship are used to benefit individuals, households and communities. The
quality of farmer entrepreneurship growth, therefore, is attributed to the kind of services
rendered to the community by farm entrepreneurs. When farm entrepreneurs give back to
their communities, it helps improve the living conditions of the entire community. For
example, Li ef al. (2014) examined how community-based land helped support agricultural
villages in Henan Province of China. They realized that through community-based business
practices, rural living conditions improved markedly. Based on the above, this study
hypothesizes the following:

H4a. The quantitative growth of farmer entrepreneurship has a positive influence on
RP alleviation.

H4b. The qualitative growth of farmer entrepreneurship has a positive influence on
RP alleviation.
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Methodology

Sample and data collection

This study mainly examines the relation between entrepreneurship among farmers and
RP alleviation in China using a total of 363 primary data from Guangxi and Zhejiang
provinces. A semi-structured questionnaire was used to conduct the interviews in 2016.
With a total of 416 questionnaires administered, 363 were returned, representing a
retrieval rate of 87.26 percent. While purposive sampling was used to select the two
provinces and four farming communities, snowball sampling was used to choose the
363 employees for face-to-face interviews. A five-point Likert scale was used to measure
the quality of life satisfaction and the contribution of the farmers toward the improvement
of their living conditions (Table Al).

Study sites

In Guangxi Province, data was collected from Baise, Guilin and Liuzhou communities.
Guangxi Province has a land area of 236,700 km? with approximately 12 indigenous
ethnic groups. The region has a hot summer and cold winter coupled with dry and rainy
periods, which make the place suitable for the cultivation of tropical and subtropical fruit
crops such as gourd, mango, and banana, as well as vegetables such as tomato and
eggplant. Annual temperature and rainfall average between 17°C and 23°C, and 1,000 mm
to 2,800 mm, respectively (Wen et al, 2012). The data from Zhejiang Province were
obtained from Wenzhou, which lies in the southeastern coast of the province and has
many start-up businesses in seafood. Although Zhejiang is economically buoyant,
Wenzhou was selected because it was one of the poorest communities in eastern China,
dominated by migrant workers (Lin and Gaubatz, 2015). However, Wenzhou has
developed to become an economic nerve center of Zhejiang Province due to the
proliferation of farmer entrepreneurial activities. It had a population of approximately
7.99m people in 2008 and a land area of 11,784 km? with an annual rainfall of 1,800 mm
and a mean temperature of 18°C (Ma et al., 2015).

Data analysis method

Based on the SEM, we employed SPSS 20.0 and AMOS 21.0 to conduct exploratory factor
analysis (EFA) and confirmatory factor analysis (CFA) to obtain the reliability, validity,
measurement and structural models.

Results and discussion

Socio-demographic characteristics of respondents

Table I shows the socio-demographic profile of the respondents. The results indicate that
82.64 percent of the respondents are young adults aged between 16 and 59 years. This is
indicative that rural agriculture still serves as a major source of employment for the teeming
youth in China. This finding is in contrast with that of Kong et al. (2015), who found that
many rural areas in China have been deserted by the youth due to rural-urban migration.
This finding, therefore, implies that farmer entrepreneurship can help reduce youth
unemployment. In terms of gender, more males (62.26 percent) participate in farmer
entrepreneurship, while the remaining 37.74 percent is female. This shows that although
farmer entrepreneurship is still a male-dominated sector, feminization in agricultural is
gradually taking place in China (de Brauw et al., 2008).

More women are being gainfully employed in farmer entrepreneurship, and this can
lead to significant improvement in household living conditions because women are said to
be better home managers. Further still, the education level of respondents shows that
51.79 percent of respondents reached the Junior High School level, 23.97 percent had



Variable Description Frequency Percentage (%)
Age (years) 16~39 148 40.77
40~59 152 41.87
60~79 58 1598
80~99 5 1.38
Gender Male 226 62.26
Female 137 3774
Education level <Primary 87 2397
JHS 188 51.79
SHS/technical 68 18.73
College/university 20 551
Marital status Married 319 87.88
Not married 44 12.12
Income/year 1,000~10K RMB 54 14.88
101K~400K RMB 203 55.92
401K~800K RMB 13 3.58
801K~1,200K RMB 72 19.83
1,201K~10,000K RMB 21 5.79
Occupation Farming only 112 30.85
Farming and part-time work 94 2590
Part-time only 25 6.89
Self-employed 132 36.36

Notes: n=363. US$1 = 6.2 RMB
Source: Authors’ survey, 2016
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Table L.
Socio-demographic
characteristics of
respondents

primary education, 18.73 percent reached the Senior High School or technical education
level and 5.51 percent had college or university education. These findings confirm that
education for Chinese rural residents has improved over the years, following the
introduction of the nine-year compulsory universal basic education policy. The high levels
of education mean new agricultural technologies can easily be adopted by farmers to
improve agricultural productivity.

Farm entrepreneurs’ incomes have also increased. For instance, 5592 percent of
respondents earn between US$16,290 and US$64,516 per annum. Additionally, 87.88 percent of
respondents are married while 12.12 percent are unmarried. Self-employment is the dominant
form of occupation by the people (36.36 percent), followed by farming only (30.85 percent).
Rural incomes of respondents are in the ranges of 101,000-40,000 RMB per annum.

Descriptive statistics
Table II presents the results of the EFA using principal component and common factor
analysis CFA.

EFA was performed to determine the factor loadings of the constructs and to estimate
the reliability and validity of the data based on the results of the Cronbach’s a coefficients.
Following the EFA, three items (11, 14 and 20) were dropped due to their poor factor
loadings. The Cronbach’s a values ranged from 0.75 to 0.91, and were applied to test the
reliability of each construct (Nunnally, 1978).

Structural model
Figure 1 shows the structural model, which displays the effects of the relationship among
the latent variables and the constructs.

It can be seen that all the estimates are positive and significant, except the effect of
education capabilities (EC1) on the quantitative growth of farmer entrepreneurship (FEQG1).
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Table II.

Means, standard
deviations (SD) and
reliability tests

Construct Item Mean SD CA (a) Factor loadings
FEQG1 vyl 391 112 0.89 0.96
y2 354 1.24 0.84
FEQG2 y3 285 1.33 0.75 0.77
y4 343 1.14 0.74
EC1 v5 391 114 0.80 0.67
y6 391 1.05 0.87
y7 396 1.05 0.76
EC2 v8 322 121 091 0.85
v9 317 117 0.89
y10 295 1.28 0.85
SCC yl6 3.35 1.18 0.85 091
y17 335 1.17 091
y18 354 1.07 0.64
RP y12 3.28 112 0.83 091
y13 3.22 111 0.89
y15 364 1.00 0.65
y19 375 1.07 0.58

Notes: FEQG], farmer entrepreneurship quantitative growth; FEQG2, farmer entrepreneurship qualitative
growth; ECI1, education capabilities; EC2, economic capabilities; SCC, socio-cultural capabilities; RP, rural
poverty; CA, Cronbach’s alpha (a)

Figure 1.
Structural
equation model

Quantitative growth
of farmer
entrepreneurship

Rural poverty

Qualitative growth
of farmer
entrepreneurship

Socio-cultural
capability

Notes: *p<0.05; **p<0.01; ***p<0.001
Source: Authors’ construct, 2016

Thus, the effect of EC1 on FEQGI is negative (= —0.31) and that of EC1 on FEQG2 is
positive (f = 0.22), while the effect of EC2 on FEQGL is positive (5 =0.10) and the effect of
EC2 on FEQG2 is positive as well (= 0.28). The impact of SCC on farmer entrepreneurship
quantitative growth (FEQG1) is positive and significant (5 = 0.42, p < 0.01), and the effect of
SCC on FEQG?2 is also positive and statistically significant (= 0.39, p < 0.01). The results
indicate that SCC of farm entrepreneurs have a stronger positive impact on farmer
entrepreneurship growth than education (EC1) and economic capabilities (EC2). Second, the
qualitative growth of farmer entrepreneurship (FEQG2) positively and more significantly
impacts (= 0.70) RP than quantitative growth (FEQG1) impacts RP (= 0.12). This finding
is also in line with Kantur (2016), who found that there is a positive relationship between
entrepreneurial orientation and performance. It further indicates that the willingness of farm
entrepreneurs to contribute toward the supply of essential public goods and services helps to
alleviate RP rather than merely the proliferation of farm enterprises. The education



capabilities of farm entrepreneurs also have a significant positive effect on the qualitative
growth of farmer entrepreneurship and this impacts positively on RP. This finding is in line
with Tarabini and Jacovkis (2012), who found that there is a link between education and
poverty reduction. There also exists a significant and positive relation between the
quantitative and qualitative growth of farmer entrepreneurship (= 0.62). Thus, care needs to
be taken when implementing policies meant to improve farmer entrepreneurship growth, to
avoid trade-offs between quantitative and qualitative growth benefits.

Measurement model

The model was tested according to Gerbing and Anderson (1988), and with the results of the
CFA, the standardized coefficients and other fit statistics were used to assess the model.
Table III shows the findings, where all the factor loadings except items y5 (0.67) for
education capabilities construct, y15 (0.63) and y19 (0.58) for RP construct exceeded
0.7 (Carmines and Zeller, 1979). The convergent validity indicates the extent to which all
items in a construct measure the same concept as determined by the average variance
extracted (AVE). The results of AVE for the constructs are also within the threshold of
0.5 (Fornell and Larcker, 1981), while the composite reliability values are within the
acceptable range of 0.7 (Hair ef al, 2006), which indicates a good measure of internal
consistency of the constructs (Bagozzi and Youjae, 1988).

The fit indices were within acceptable standards (*/df = 2.63, GFI=0.85, AGFI =091,
RMSEA =0.04, CF1 =0.89 and NFI=0.85) for the three capabilities’ constructs (EC1, EC2
and SCC). For the farmer entrepreneurship quantitative and qualitative growth (FEQG1 and
FEQG2), the fit statistics are »*/df =252, GFI=093, AGFI=091, RMSEA =0.05,
CFI=0.84 and NFI = 0.77. For the RP constructs, the fit indices are y*/df = 2.71, GFI = 0.85,
AGFI=0.89, RMSEA = 0.04, CFI=0.90 and NFI =0.80. According to Bentler (1992), GFI,
AGF], CFI and NFI should not be less than 0.90, and RMSEA < 0.05 is acceptable (Bentler,
1990). The overall model fit is therefore satisfactory.

Construct Item  SE p-value CR AVE J%df GFI AGFI RMSEA CFI NFI

ECl— Vo 020  0000*%= 081 059 263 08 093 0.04 087 085
ECl- y6 020 0.000%**
ECl- y7 020  0.000%**
EC2— v8 035  0000%= 089 074 252 082 081 0.05 093 090
EC2— v9 035 0.000%#*
EC2— yl0 035  0.000%**
SCC— yle 028 0.000%* 087 069 264 078 074 0.05 082 088
SCC— y17 028  0.000%**
SCC— yl8 028  0.000%**
FEQGl- vyl 039  0000%= 088 082 265 093 091 0.04 080 091
FEQGl- y2 039 0.000%**
FEQG2—  y3 023  0000%= 067 051 275 073 084 0.05 075 084
FEQG2— y4 023 0.000%**

RP— yl2 034 0000%* 08 059 271 08 076 0.04 081 080
RP— v13 034 0.000%**
RP— y15 041  0.000%**
RP— y19 046  0.000%**

Notes: CR, composite reliability; AVE, average variance extracted; GFI, goodness-of-fit index; AGFI, adjusted
goodness-of-fit index; RMSEA, root mean square error of approximation; CFI, comparative fit index; NFI,
normed fit index are statistically significant at 0.05 level. Cut-off criteria: CR > 0.07; AVE > 0.5; f/df <5
GFI > 0.90; AGFI > 0.90; RMSEA < 0.08; CFI > 0.90; NFI > 0.90; CA > 0.5. *p < 0.05; **p < 0.01; **¥*p < 0.001
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Table IV.
Results of
hypotheses testing

Test of hypotheses
After the overall model indices were approved, hypotheses were tested via SEM, with the
results shown in Table IV.

The results indicate that every path was significant at the p = 0.000 level. Apart from the
education capabilities, which had a negative effect on farmer entrepreneurship quantitative
growth (f=-0.31, t=-1249), all the other paths had positive and significant effects.
Therefore, all the hypotheses have been supported.

To further determine the overall impact of farmer entrepreneurship on RP alleviation,
respondents were asked if they now earn more income from their activities than they did
previously. The findings in Figure 2 show that 17.91 percent “Strongly Agreed” and
4463 percent “Agreed,” representing a total of 62.54 percent, which is evidence of improved
earnings resulting from respondents’ participation in farmer entrepreneurship. This finding
is supported by Ying and Min (2011), who found that earnings from self-employed
individuals help to improve the living conditions of rural farmers.

Again, respondents were asked how their earnings impacted their general living
conditions, and Figure 3 shows that approximately 34.71 percent of respondents indicated
“Agreed” and 16.53 percent “Strongly Agreed.” This confirms that earnings from farmer
entrepreneurship help the majority of farmers (51.24 percent) experience better living
conditions by reducing poverty, and this is consistent with the tested hypotheses:

Do your earnings help to improve your living conditions?

Path of hypothesis Estimate () t-value p-value Support/not supported

Hla: EC1-FEQG1 -0.31 —12.49
HI1b: EC1-FEQG2 0.22 5.29
H2a: EC2-FEQG1 0.10 245
H2b: EC2-FEQG2 0.28 6.10
H3a: SCC-FEQG1 042 10.75
H3b: SCC-FEQG2 0.39 8.26
Hd4a: FEQG1-RP 0.12 2.32
H4b: FEQG2—-RP 0.70 1953

Notes: *p < 0.05; **p < 0.01; **¥p < 0.001

0.0007##*
0.0007##*
0.000%*

0.0007##*
0.0007##*
0.000%**
0.0007%*

0.0007%**

Supported
Supported
Supported
Supported
Supported
Supported
Supported
Supported

Figure 2.
Farmer
entrepreneurship
increases earnings

4.13%

| Strongly disagree
W Disagree

¥ Neutral

B Agree

M Strongly agree




W Strongly disagree
W Disagree
 Neutral

M Agree

M Strongly agree

Conclusions, study limitations and future outlook

Despite the fast growth of the Chinese economy in the past several decades, leading to many
villages and small towns becoming more urbanized, the effect of RP on the living standards
of many rural dwellers continues to attract attention for the central government and other
stakeholders in the country on how to solve it. This paper, therefore, examines the relation
between entrepreneurship among farmers and RP alleviation in China, using 363 survey
data from Guangxi and Zhejiang provinces. SEM using AMOS 21.0, and Statistical Package
for Social Sciences (IBM SPSS) version 20.0 was employed for the data analysis. Three
capabilities of farm entrepreneurs, namely, educational, economic and socio-cultural, were
identified and used to measure the quality of human life of respondents on a five-point
Likert scale, based on four tested hypotheses.

The findings show that SSC have the strongest effect on growth of farmer
entrepreneurship (=042, t=10.75 and $=0.39, +=826), followed by economic
capabilities (#=0.10, =245 and p=0.28, {=6.10), while education capabilities
negatively impacted the quantitative growth of farmer entrepreneurship (f=-0.31,
t=-12.49) but positively impacted qualitative growth (= 0.22, = 5.29). The effect of the
qualitative growth of farmer entrepreneurship on RP is significant and positive (4= 0.70,
t=19.53), as is the effect of the quantitative growth of farmer entrepreneurship on RP
(=012, t=2.32). Furthermore, the study reveals that approximately 83 percent of the
youth aged between 16 and 59 years are engaged in farmer entrepreneurship; this is an
indication that youth employment opportunities exist in rural China. In summary, the study
found that there is a significant relationship between farmer entrepreneurship and RP
alleviation in China. This finding, although its main focus is on the relation between
entrepreneurship among farmers and RP, appears to be similar to the finding of Li ef al.
(2016), who studied on how to alleviate targeted poverty in China.

The main policy implication of the study is that RP as a multidimensional phenomenon
in China requires a multitasked approach to solve it sustainably. Therefore, the Government
of China should make great efforts to promote farmer entrepreneurship in the rural areas
where the majority of the populace are farmers. This can serve as a “bottom-up” approach
toward complementing the targeted poverty alleviation strategies that already exist. In
addition, the government should lay more emphasis on promoting national farmer
entrepreneurship policy to promote farmers’ skills training programs, to help the rural
farmers themselves create more agricultural jobs that will then impact positively on
poverty. This can help China deepen rural reforms by strengthening rural farmers’
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capabilities in education, economic, and socio-cultural values, to increase farmer
entrepreneurial activities, achieve the goal of alleviating poverty and improvement of
rural living conditions and finally help attain China’s dream of having a moderately
prosperous society with Chinese characteristics in the nearest future.

This study has some limitations. First, the use of data from four communities in two
provinces tends to limit the ability to generalize the findings of the study. Second, despite
the usefulness and strength of the data, which presents an improvement in data collection
and analysis, the survey did not collect information on non-farm entrepreneurs, preventing
the opportunity to compare findings of both farm and non-farm entrepreneurs. In the future,
studies should include more poverty-stricken provinces in China, and both farm and
non-farm entrepreneurs, in order to compare the findings and reach a generalized conclusion
based on nationally representative data.
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Appendix
Item Definition Source
vl More farmers are becoming entrepreneurs Sen (2000)
y2 More enterprises are being founded by villagers
v3 Enterprises founded by villagers offer more funds to support the development
of the village
v4 Enterprises founded by villagers are getting better every time

y5 More children now go to school
y6 Children’s education condition is getting better

y7 The education children receive is increasingly high
y8 I have more access to high market knowledge/information
v9 I have access to more knowledge in technology Nussbaum (2011)

y10  Ihave access to more knowledge in management

y11 I have the opportunity to receive more training

y12  The medical facilities in the village are improving

y13  The medical attention level in the village is getting higher all the time

y14 I have more chances to make more money in the village

y15 I feel that the family income is getting higher than before

y16  Village management affairs are becoming more open and transparent Aryee et al. (2002)

y17  Village decision-making affairs are becoming more democratic

y18  Community members are increasingly willing to express their ideas about the
affairs of the village

y19  Villagers’ leisure activities are becoming more abundant
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