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Township Enterprises’ Tax Burden, Profitability and Non-agricultural

Employment: A Cointegration Analysis
SUN Jian, ZHANG Chun-hai, LI Peng

Abstract: The paper selects rural enterprises data from 1978 to 2009 and uses cointegration test, error correction model and
Granger causality test to study the relationship among the township enterprises’ tax burden, profitability and non-agricultural
employment. The results show that there is significant long-term equilibrium relationship among the three factors; job place-
ment and tax burden have a short-term impact on profitability; job placement and profitability have a mutual Granger causality
in a long term. Therefore, government should adopt comprehensive tax incentives, financial support and government training
policy to improve rural enterprises profitability and expand non-agricultural employment.

Key Words: non-agricultural employment of farmers; tax burden; profitability; cointegration analysis; township enterprises;

the transfer of countryside surplus labor
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