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A Study on the Impact of Nonfarm Employment on Rural
Households’ Risky Financial Market Participation

— An Analysis Based on China Household Finance Survey Data
ZHOU Zhou, CHEN Xi

Abstract: Based on the data of China Household Finance Survey (CHFS) in 2015, this paper examines
the impact of nonfarm employment on rural households” financial market participation by using instru-
mental variables to overcome the endogeneity problem. The findings indicate that nonfarm employment
can significantly increase the likelihood of rural households participation in risky financial markets, and
the finding still holds after robustness tests. The results of the mechanism test indicate that the increase
is achieved by affecting wage income, social network size, internet use, and land transfer. Further re-
search shows that the boosting effect of nonfarm employment on rural households’ risky participation is
more significant in areas with more developed financial markets and rule of law environments. Further-
more, nonfarm employment has a significant boosting effect on the breadth of rural households risky fi-
nancial market participation, but the effect on the depth is not significant. The research findings have
implications for alleviating the “limited participation” in financial markets and achieving financial inclu-
sion in rural areas

Key words: nonfarm employment; rural finance; risky financial market participation; land transfer
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