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Abstract: Citizenization of rural migrants is considered as a labeling urbanization goal in develop-
ing countries. Homeownership has always been regarded as the most important cornerstone of cit-
izenization for individuals and families in China. Despite the existence of plenty of literature on
migrants” homeownership, some critical influencing factors are still under-investigated. On the ba-
sis of the large nation-wide micro data of the China Migrant Dynamic Survey (CMDS), this study
investigates the correlations among economic potential gain, income uncertainty, and rural mi-
grants’ homeownership propensity in their host cities. The empirical results suggest that economic
potential gain is positively correlated with the likelihood of rural migrants” homeownership in their
host cities, whereas there is negative association between income uncertainty and urban homeown-
ership propensity among rural migrant households. In addition, we found that larger income un-
certainty lowers the positive association between economic potential gain and rural migrants” home-
ownership propensity in their host cities. Furthermore, the heterogeneity of these correlations across
demographic characteristics and regions were investigated. We conclude this paper by making sev-
eral suggestions, including offering a level playing field for rewarding migrants” human capital en-
dowment reasonably in terms of income, accelerating the hukou system reform, and eliminating
institutional discrimination imposed on rural migrants to increase income stability.
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1. Introduction

Large-scale rural-urban migration constitutes a central feature of social transition as
well as a key force of economic development in China since the economic reform and
openness in the 1980s. The current lack of urban housing security for rural migrants in
China constitutes an important barrier to their citizenization [1]. Owning a house in urban
China is an important influencing factor for migrants” sense of happiness and subjective
well-being [2,3]. Along with housing purchase restriction policies for rural migrants is-
sued in most Chinese cities, the homeownership possibilities for rural migrants in their
host cities are still very low. According to a survey report on migrant workers released by
the National Bureau of Statistics of China (NBSC), only 19% of rural migrants owned a
home in their host cities in 2018, which was in sharp contrast to the level of local residents
which was approximately 80% [4]. Furthermore, the home ownership rate of rural mi-
grants in host cities is much lower than that of urban migrants. According to statistical
analysis of the CMDS 2017, the homeownership rate (18.43%) of rural migrants in the
destination area was approximately half that of urban migrants (37.80%).
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The migrants” homeownership decision represents not only their personal economic
prosperity but also their social inclusion to local community, as well as the usual key to
access to a wide range of facilities and social services [5,6]. This concern is especially rele-
vant in China, where owning a home has been traditionally considered as the most im-
portant cornerstone of economic—social security for individuals and households [7]. In ad-
dition, at the city level, the heterogeneity for the housing ownership rate of rural migrants
affects the “viscosity” between rural migrants and the destination cities, to a certain extent.
Meanwhile, with the fast deepening of aging of local residents in Chinese cities, the pro-
spect of the Chinese real estate market is, to a large extent, contingent on the chances of
rural migrants to purchase housing in the cities. Thus, over last few years, there are grow-
ing interests on investigating what are key determinants of homeownership propensity of
Chinese rural migrant in their host cities [8-10].

Despite the fast-growing literature on the topic of rural migrants” housing tenure
choice, we observe that two important factors are still missing in the previous research.
One is the economic potential gain in the host cities, and the other is income uncertainty,
which are both highly relevant to rural migrants. First, classical migration theory has pre-
dicted that rural migrants are more likely to settle down in the cities where they have more
income improvements [11]. Economic potential gain, which measures the ratio of mi-
grant’s income in the host city relative to his or her expected income in the home county
if remaining there, combines the “pull” incentive of the host city with the “push” factor of
migrant’s hometown. Meanwhile, economic potential gain has been verified to be posi-
tively associated with rural migrants’ settlement intentions in the host cities [12]. Thus, it
may be expected that economic potential gain is one of crucial economic factors that in-
fluence migrants’ housing tenure choices. However, so far, the existing literature has not
investigated whether and how economic potential gain affects migrants” house purchas-
ing behavior in the host cities. Second, the literature has suggested that Chinese rural mi-
grants still face labor market discrimination in urban areas, resulting in greater volatility
and instability regarding their income [13]. Due to the unstable economic status of rural
migrants in the destination cities, their housing purchase behaviors are different from
those of local residents [14]. In the research on the influencing factors of homeownership,
there already has been considerable attention paid to studying the role of income uncer-
tainty [15-17]. Nonetheless, research on how income uncertainty affects rural migrants’
homeownership decisions is still rare. These unique institutional setting and economic
characteristics of Chinese rural migrants can offer an ideal context to investigate the im-
pact of economic potential gain, income uncertainty, and their joint effect on migrants’
homeownership.

This study aims to extend the literature with regard to the following non-negligible
aspects. First, this study, for the first time, investigates the effect of economic potential
gain on rural migrants” homeownership possibility. Following a recent work [12], we con-
struct micro-level potential income gains by comparing rural migrants” income in the host
cities with their expected income if still staying in their hometowns. Second, this study
also explores how income uncertainty may change the impacts of potential income gains
on the chance of owning a home in the host city. That is, we examine how an increase in
income uncertainty may weaken the positive impact of economic potential gain on home-
ownership. Such an analysis can provide knowledge on the spillover of labor market fluc-
tuations on the housing market in China. Third, this study examines how the impacts of
these factors on migrants’ homeownership vary across different subgroups, especially,
different migrant cohorts and various sizes of cities. These explorations would be useful
for improving the effectiveness of policies that aim to promote rural migrants’ homeown-
ership rate in the cities.

The remainder of the paper is structured as follows. Section 2 provides a literature
review of relevant studies. Section 3 discusses the data and selection of variables. Section
4 presents our empirical results and discussions of findings. Heterogeneity investigations
are presented in Section 5, and influencing mechanism is discussed in Section 6. Finally,
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Sections 7 and 8 conclude this paper with discussions and policy implications, respec-
tively.

2. Literature Review and Theoretic Framework

Housing tenure choice is a significant decision made by households when house-
holds are mature enough to choose a certain type of tenure to maximize a multi-period
utility within a given budget constraint [18], no matter whether it is in China or in other
countries, for both in-border migration and international migration [19]. Increasing atten-
tion has been paid by existing works in the literature to low-income households” home-
ownership vulnerability, e.g., African-Americans in the U.S., residents in Africa, or immi-
grants in the Middle East region [20-22]. Both potential earnings and fluctuations in in-
come have been identified to affect the tendency to own a home, respectively [15,23]. How-
ever, how these economic factors interact in the mechanism of housing tenure decision
has not yet been fully subject to empirical investigation.

2.1. The Role of Income in Homeownership

Homeownership attainment is often seen as the key step in capturing the rewards of
climbing the housing ladder and critical in the build-up of family wealth through acqui-
sition of housing equity, e.g., in China or Japan [1,24,25].

Family income has been identified as the most important factor of housing ownership
decision [18,26,27]. Specifically, observed household income or computed permanent in-
come has been widely considered as the primary predictor in explaining households’ ten-
ure choices [15,16,28,29]. It has also been repeatedly found for Chinese rural migrants that
their personal or household income is strongly and positively associated with the propen-
sity of their homeownership likelihood in their host cities [30-33], suggesting that their
housing tenure choices are similarly governed by economic reasons as those observed on
other groups.

However, according to the “push—pull” migration theory, which was proposed by
Lee, migrations are governed by both “push” and “pull” factors: “push” factors are those
discouraging migrants from remaining at their origins, while “pull” factors are those at-
tracting migrants to their destinations or inflow areas [11]. Migrants would hesitate to stay
in urban regions when their living conditions do not improve or when there are better
rewards in their hometown [34].

Unfortunately, surveyed income or regression-fitted permanent income can reflect
only the “pull” incentive derived from the host city but can not take the “push” factor of
migrant’s origin county into consideration. To understand housing tenure choices of rural
migrants more deeply, there is a need to take the balance of the relative strength of push-
pull factors into account. Following the method proposed in the previous literature [12],
the key variable “economic potential gain”, which measures the migrant’s income in the
host city relative to their expected income in the home county, is constructed in this study.
This indicator can help to identify the role of household income in rural migrants” home-
ownership in urban destination through not only its absolute term but also its value rela-
tive to alternative possibility of their origins. The “economic potential gain” received by
rural migrants in their destinations can be regarded as the recognition of their working
ability and the sense of economic gain in the inflows.

2.2. The Role of Income Uncertainty in Homeownership

Migrants often have to face labor market uncertainty, whether in developing coun-
tries or in developed countries [35,36]. Their integration in the formal local labor market
of their host areas continues to be a challenge [37]. The variability or uncertainty of income
has been long found to be an important factor that affects the likelihood of homeowner-
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ship [26,27]. For instance, the higher the levels of employment insecurity and income un-
certainty, the lower the chances of being a mortgage holder for homeownership in France,
the U.K,, Spain, and Poland [38].

Previous studies have generally suggested that income uncertainty reduces the like-
lihood of owning homes [15,27]. Meanwhile, the large earnings disparities between rural
migrants and local workers in urban China’s labor markets have also been widely identi-
fied in the literature [33]. Such disparities can be partly ascribed to the effect of non-local
rural hukou [39,40]. The hukou-based wage discrimination not only depresses rural mi-
grants” income level [13,41] but also leads to shorter employment contracts and incomes
that are more vulnerable to firm-level risks and aggregate economic shocks [28,42]. Be-
cause of their uncertain and precarious positions in the host city, as well as their country
life experience and consumption habits [43], rural migrants” housing behaviors are found
systemically different from those local hukou holders [14].

Therefore, considerable attention should be paid to income uncertainty when analyz-
ing rural migrants’ homeownership in urban China. Substantively, income uncertainty
can be seen as another “push factor” for rural migrants” housing tenure choice. Within the
analysis framework of rational humans proposed by Coleman, migrants would take the
above two key factors into consideration when making housing purchase decisions. None-
theless, to the best of our knowledge, only a few studies have explored the role of uncer-
tainty in migrants” housing tenure choices. For example, Zhou found that an increase in
income uncertainty decreased the migrants’ homeownership rate in urban China [44].
However, the behavioral mechanisms of rural migrants’ housing tenure choice might have
changed over time, especially after implementation of the “New-Type Urbanization” pol-
icy in China since 2014. For comparative analysis, two years of cross-sectional data (CMDS
2014 and CMDS 2016) are used in this study to examine whether key factors (economic
potential gain and income uncertainty) affecting rural migrants’ home ownership rates
have changed after the “New-Type Urbanization” policy was issued. Furthermore, this
study not only uses the newly available data to identify how the latest trend of how in-
come uncertainty affects rural migrants” housing tenure choices but also explores how the
income uncertainty affects the impact of micro-level economic potential gain on rural mi-
grants’ homeownership propensity in urban China.

2.3. Other Determinants of Rural Migrants’ Homeownership

In the literature, determinants of rural migrants” homeownership propensity in ur-
ban China can be classified into two categories: micro-level factors and institutional fac-
tors. Micro-level factors, including rural migrants’ marital status, educational level, occu-
pational category, employment status, and mobility range, as expected, are found to be
closely associated with migrants” homeownership likelihood in China [8,9,31,45,46]. On
the other hand, the institutional factors, including housing market condition, access to
social security system, and particularly the hukou system (urban registered residence sys-
tem, which was established in 1951), have also been focused by studies on migrants” hous-
ing tenure choices in China [32,46-48]. The hukou system has been verified to hamper
rural-urban migration by imposing migration friction [49,50] even though hukou reform
has been launched in small and mid-sized cities to make granting of local resident status
to migrants easier, e.g., hukou registration restriction on new migrants in cities with pop-
ulations between 3 million and 5 million would be relaxed [51]. Hukou-based policies,
which might include allocation of public services and the right to purchase houses, would
delay migrants’ benefit growth and aggravate spatial hukou segregation [52,53]. In addi-
tion, the urban hukou accessibility has been verified to exert significant effect on migrants’
long-term settlement intention and even psychological well-being in urban areas [54,55].
Therefore, the hukou system still functions as an impediment for rural migrants’” home-
ownership decisions [9].

These factors will be also modelled in the regression equation as control variables
when analyzing rural migrants’ housing tenure behaviors. On the other hand, in the past
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decade, to curb soaring housing prices, the Chinese government introduced a series of
restriction policies by administrative method [56]. The housing restriction policy may af-
fect the local housing markets and migrants’ settlement decisions [57,58], which would be
included in the empirical regression.

In addition, the tendency of being a homeowner increases with the proportion of
housing costs that can be mortgaged [18]; thus, the availability of housing credit is crucial
in determining housing tenure choice (e.g., [30,59,60]). Especially for developing coun-
tries, the performance of housing finance institutions and finance affordability have been
identified to have a direct effect on low-income earners’ homeownership [20]. In China,
with rising housing prices, increasingly more households have to borrow mortgages to
acquire a home in urban areas [29]. There are two approaches for Chinese urban house-
holds to access mortgage finance for housing purchase: commercial bank mortgage loan
and the Housing Provident Fund (HPF), the latter of which is a type of preferential home
loan issued by the fund pool collected through contributions from both employers and
salaried employees [61]. HPF is a compulsory saving system that is legally enforced on
employers and employees of formal sectors but optional for small private firms; thus, its
participation rate varies significantly across industries and cities [61-63]. Individual-level
HPF participation has been verified to be significantly positively related to rural migrants’
urban settlement intentions [10]. With the unique availability of data in the CMDS, we are
able to construct city-level rural migrants’ participation rates of HPF for each inflow city
as a key contextual control variable, with the aim to measure how “housing financing-
friendly” the urban destinations are for rural migrants. The analytical framework is shown in
Figure 1.
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Figure 1. Analytical framework of rural migrants” housing tenure choices.

3. Data and Variables
3.1. Data

The data used in this paper are from the 2014 and 2016 waves of the China Migrant
Dynamic Survey (CMDS), which is conducted annually by the National Health Commis-
sion of the PRC. The survey interviews members of migrant population aged 15-59 who
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had resided in the host city for more than 1 month in that year. The Probability Propor-
tionate to Size (PPS) sampling method was used for the sampling of interviewees, and the
sample covered all 31 province-level region units of mainland China. As there was no
information on migrants” housing ownership in the 2015 wave of the corresponding ques-
tionnaire, the 2015 wave of the CMDS was not used in empirical analysis in this study. In
addition, since there was no relevant information about the housing provident fund paid
by the rural migrants in the 2017 wave of the corresponding questionnaire, which was
used to construct the key control variables for empirical analysis, the 2017 wave of the
CMDS was not used in empirical test in this study.

In this paper, rural migrants who were younger than 18 or those staying in the host
cities for less than 6 months in the corresponding survey year are not suitable for the anal-
ysis and were, thus, excluded from the sample data. To make the computation of home-
host income differentials possible, we also excluded migrants with intra-provincial migra-
tion. This is because in the CMDS database, we knew only from which province the mi-
grants originated but not from which city. Following the previous literature [12], we at-
tributed the provincial capital city as being the hometown for all migrants who originated
from the same province, and then estimated the host-home income ratio (economic po-
tential gain) for inter-province migrants. However, due to the data restriction, we could
not compute the host-home income ratio if the migrants migrated within the same prov-
ince. After data screening and cleaning, the final data of the 2014 wave/2016 wave used in
this article contained samples of 70,198/55,390 observations, respectively, which cover in-
ter-provincial rural migrants from all 31 province-level region units of mainland China.

3.2. Variables

The key variables used in our analysis include homeownership, economic potential
gain, income uncertainty, and control variables, as suggested by the previous literature.
In addition, as explained above, we added the interaction item between economic poten-
tial gain and income uncertainty into the regression. The definition and summary statistics
of key variables are provided in Table 1.

Table 1. (a) Definition and descriptive statistics of key variables (Dummy/Categorical variables).
(b) Definition and descriptive statistics of key variables (Continuous variables).

(a)

Dummy/Categorical Variables CMDS2014 CMDS2016
Variable Description Freq. Percent Freq. Percent
=1 if Yes to owning housing in the current city; 5348 7.62% 10,406 18.79%
Homeowner .
=0 if No. 64,850 92.38% 44,984  81.21%
Female =1 if female; 29,038 41.37% 25,920  46.80%
=0 if male. 41,160 58.63% 29,470  53.20%
. =1 if married; 56,757 80.85% 46,582  84.10%
Married . .
=0 if not married. 13,441 19.15% 8808 15.90%
=1 if graduated with primary school degree or below; 11,627 16.56% 9872 17.82%
Edu level =2 if graduated with junior middle school degree; 41,320 58.86% 27,943 50.45%
- =3 if graduated with high middle school degree; 12,891 18.36% 8677 15.67%
=4 if graduated with associate degree or above. 4360 6.21% 8898 16.06%
Child =1 if have children, no matter where; 67,067 95.54% 52,196 94.23%
=0 if do not have children. 3131 4.46% 3194 5.77%
Childlocal =1if have children and living together in the local area; 35,859 51.08% 28,392 51.26%
=0 if without children in the local area. 34,339 48.92% 26,998  48.74%
East_origin =1 if outflowing from eastern China; 15,542 22.14% 12,195  22.02%
- =0 if outflowing from mid-west regions of China. 54,656 77.86% 43,195 77.98%
Self-employed =1if self-err'lployed or employer; 27,854 39.68% 19,949  36.02%
=0 if employed. 42,344 60.32% 35,441 63.98%
Seconary_indu =1 if working in secondary industry; 22,373 31.87% 16,285 29.40%
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=0 if not working in secondary industry. 47,825 68.13% 39,105  70.60%
. . =1 if working in tertiary industry; 46,321 65.99% 37,933  68.48%
Tertiary_indu . S S
=0 if not working in tertiary industry. 23,877 34.01% 17,457 31.52%
Businessman =1 if doing business or trade; 12,745 18.16% 9066 16.37%
=0 if otherwise. 57,453 81.84% 46,324 83.63%
Service-staff =1 if working at service-staff position; 53,496 76.21% 41,887 75.62%
=0 if otherwise. 16,702 23.79% 13,503  24.38%
LIPE =1 if paying housing provident fund in host cities; 3452 4.92% 4051 7.31%
=0 if not paying housing provident fund in host cities. 66,746 95.08% 51,339  92.69%
PensionU =1 if paying pension insurance in host cities; 13,450 19.16% 27,493  49.64%
=0 if not paying pension insurance in host cities. 56,748 80.84% 27,897  50.36%
MedicareU =1 if paying medical insurance in host cities; 15,157 21.59% 8768 15.83%
=0 if not paying medical insurance in host cities. 55,041 78.41% 46,622  84.17%
Purchase_ =1 if housing purchase restriction policy is implemented,; 39,257 55.92% 39,257 55.92%
restriction =0 if no housing purchase restriction policy is implemented. 30,941 44.08% 30,941 44.08%
(b)
Continuous Variables CMDS2014 CMDS2016
Variable Description Mean S.D. Min. Max. Mean S.D. Min. Max.
The household head’s age
Age in the year surveyed 34.7 9.05 18 59 35.95 10.05 18 59
(unit: year)
Years of migration by the
Moveyears end of the year surveyed 5.31 4.76 1 45 6.50 5.62 1 43

(unit: year)

hometown

Geo-distance from current
Distance to  city to the provincial capital
of the residential province

6.70 0.71 4.87 8.49 6.70 0.74 4.86 8.39

(unit: km, in log)

LN_POP

The population of current

city in 2013/2015 *
(unit: 10,000 persons (in
log))

5.87 1.17 0.99 8.12 5.95 1.18 1.13 8.12

LN_PERGDP

GDP per capita of current

city in 2013/2015 * 2.13 0.75 0.17 3.84 2.32 0.67 0.01 3.89

(unit: 10,000 yuan (in log))

House price per square me-

LN_HPrice

ter of current city in
2013/2015 * 2.01 0.58 0.49 3.15 2.18 0.67 0.61 3.52
((unit: 1000 yuan/m? (in
log))

Percentage of paying hous-

H_FinanceAC

ing provident fund at the 0.05 0.05 0 0.5 0.07 0.06 0 0.48

host city level

* The control variables with a lag time of one period are added in the empirical test in order to avoid
endogeneity that may be caused by bidirectional causality.

3.2.1. Migrants’ Homeownership in Urban Destinations

The CMDS survey asked rural migrant respondents whether they have bought hous-
ing in their host cities, and those who answered yes were treated as homeowners in our
analysis. That is, the dependent variable of homeownership regression was a dummy var-
iable, which was 1 for homeowners and 0 otherwise.

3.2.2. Measuring Economic Potential Gain

As mentioned above, the concept of economic potential gain was induced in home-
ownership regression to take both the “pull” incentive of the host city and the “push”
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factor of migrant’s hometown into consideration. Following the literature [12], we em-
ployed the counterfactual method to estimate the rural migrant’s expected income by the
human capital regression if they were to remain in the hometown. In order to capture the
variations on returns to rural migrants’ human capital in different cities, we constructed
interaction items of human capital variables, such as education attainment, employment
status, and occupational groups with city-level attributes when predicting the economic
potential gain. The empirical result indicated that these interaction items are mostly sta-
tistically significant, suggesting the effects of human capital on rural migrants” economic
earnings do vary substantially across different cities.

Then, to control the difference of living cost between host cities and originate
hometowns, we defined measurement of economic potential gain with the micro-specific
predicted ratio of the current net income in the host city and the expected net income in
the hometown from where the migrant originated by deducting the city-level average liv-
ing expense from both incomes Living expense used in this study refers to the expenses
related to daily consumption, including clothing, food, transportation, education, com-
munications, health care, entertainment, etc., and excluding productive outlays or bor-
rowing expenses. Note that the first-stage income model’s estimated coefficients, as re-
ported in Appendix A Table Al, were used to construct counterfactual levels of the rural
migrants” expected incomes in their hometowns.

3.2.3. Measuring Income Uncertainty

According to the literature, income uncertainty can be measured by three ap-
proaches: variance of actual income [64], variance of the transitory income [65], and vari-
ance of unemployment rate [44,66]. In this paper, the measurement of income uncertainty
was household-specific estimate. Following the approach used in the previous literature
[16,44,67], we decomposed migrants’ families” income in the host city into permanent and
a transitory components. The estimate of permanent income was derived from a cross-
sectional estimation of household income on a vector of household characteristics and
city-level attributes [68]. In addition, the measure of permanent income (PERM_INC) was
the predicted values of a migrant’s household income [27]. The regression residual was
taken as the transitory income (TRANS_INC). In this paper, variation in transitory income
was used to represent income uncertainty in rural migrant’s homeownership regression.
As noted above, migrant’s family income in the host city was decomposed by the follow-
ing equation:

T_INC; = a; MHC; + a, HCA; + ¢;, (1)
PERM_INC; = ay MHC; + a, HCA;, (2)
TRANS_INC; = ¢; 3)

where the subscript i refers to the migrant. The variable T_INC; is the migrant’s household
income, and MHC; is a vector of migrant’s household characteristics (including age, gen-
der, household size, educational level, the duration of migration, the industry involved
in, occupation type, and social security participation). HCA; is a vector of city-level at-
tributes of the migrant’s host city, and ¢; is the residual item. The estimation result of
permanent income regression is shown in Appendix A Table Al.

For the calculation of variation in transitory income, note that since the mean of tran-
sitory income was zero, the square of transitory income was an unbiased estimator of its
variance [44]. Thus, the degree of migrant” household income uncertainty INC_UNC; was
estimated by Equation (4) below. Following the previous literature (e.g., [44]), the sign of
INC_UNC is positive when TRANS_INC is greater than zero and is negative when
TRANS_INC is less than zero.
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INC_UNC; = (TRANS_INC;)? = &2 @)

4. Empirical Analysis and Findings
4.1. Econometric Methodology

On the basis of the measurements of key independent variables (economic potential
gain, income uncertainty) as defined above, we proceeded to examine how these key de-
terminants affected rural migrants’ homeownership propensity in their urban destina-
tions. Our empirical models are presented below.

Given that the dependent variable in our paper is a binary outcome of rural migrants’
homeownership in host cities, we used the standard probit model to identify the effect of
economic potential gain (Econ_gain;) and income uncertainty (INC_UNC;) on migrants’
homeownership. Assuming that the error term followed a normal distribution, we applied
the following model:

Homeownership; = a + 5, Econ_gain; + 5, INC_UNC;

+p5 Econ_gain; X INC_UNCi+Zﬁk Control; + ¢; ®)
where Homeownership; in Equation (5)—which is the latent variable equation—is a
dummy variable (1 if a homeowner in the host city, 0 otherwise), which can be written as
a linear function of the covariates. As mentioned in Section 3.2.3, Econ_gain; refers to the
ratio of the rural migrant’ observed household earning in the host city and the predicted
income if remaining in the hometown. INC_UNC; refers to the degree of migrants” house-
hold income uncertainty.

Control; contains a set of micro-level attributes (demographics, migration character-
istics, and occupational information of rural migrants), city-level attributes (such as GDP
per capita, population size, and purchase restriction policy), and geographic factors (dis-
tance from the host city to hometown). Finally, &; denotes a random error term. We ex-
plored how income uncertainty affects the impact of economic potential gain on migrants’
homeownership by analyzing the interaction terms of economic potential gain with in-
come uncertainty. All the empirical results were estimated by probit regression model.

4.2. Descriptive Analysis

The statistical descriptions of the sample data are reported in Table 1, showing that
the representativeness of our sample was sound. However, as shown in Table 1, home-
ownership rate for rural migrants, though rising from 2014, was still only 18.79% in 2016,
which is lower than the finding of 19% in the NSFC survey report of migrant workers in
2018 [4]. This discrepancy may be attributed to the fact that the sample in the previous
literature covered both inter-provincial and within-provincial rural migrants, whereas
this study focused only on inter-provincial rural migrants, who may suffer more economic
hardships and receive less family support in achieving their homeowner ambition. The
CMDS 2016 reported that the homeownership ratio in the host cities was 18.79% for inter-
provincial rural migrants but 25.47% for within-provincial rural migrants. A similar pat-
tern was found from CMDS 2014 but with lower levels, respectively.

4.3. Full Sample Result

In the first stage, we discuss the impact of economic potential gain and income un-
certainty on rural migrants’ homeownership in their host cities. Model 1 and Model 2 in
Table 2 show the regression results using the 2014 and 2016 waves of the CMDS, respec-
tively. Table 2 reports that the coefficient of economic potential gain was consistently pos-
itive and statistically significant. Specifically, a one-unit increase of the individual-level
host-home income ratio will be associated with an approximately 4.7% higher likelihood
of owning home in the host city, which is more than twice as much as the marginal effect
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for CMDS 2014. In a sense, the economic potential gain for rural migrants could be con-
sidered as ability identity or sense of gain from economic achievement in host cities, which
may make rural migrants more motivated to think of ways to realize identity transfor-
mation and integrate themselves into the local society so that the economic potential gain
could be ensured or even further improved in future. In the context of the household reg-
istration system in China, obtaining homeownership could be an important approach to
realize identity transformation from migrant to local urban resident in the short term
[2,3,5]. Thus, the probability of rural migrants” acquiring homeownership in host cities
could increase when rural migrants have higher economic potential gains in these cities,
whether from the point of view of objective conditions or from the perspective of subjec-
tive psychology.

Moreover, not surprisingly, income uncertainty (INC_UNC;) was negatively corre-
lated with rural migrants” homeownership in host cities for CMDS 2014, whereas it was
not statistically significant at the 10% level for CMDS 2016. In other words, income uncer-
tainty had an adverse impact on housing purchases, which is in line with previous re-
search on uncertainty [15,26,27,68]. However, after the implementation of the new urban-
ization policy, with housing credit support implemented in parts of the inflow areas, the
negative impact of income uncertainty on the rural migrants” home ownership rate was
no longer statistically significant.

More importantly, we found that the coefficient of the interaction term Econ_gain; *
INC_UNC; was significantly negative for CMDS 2014/2016, indicating that the increase of
uncertainty of household income will have not only a direct negative effect on migrants’
homeownership tendency but also an indirect negative effect through lowering the posi-
tive impact of economic potential gain on rural migrant’s homeownership likelihood in
urban areas. According to rational choice theory, rural migrants make their rational
choices of housing purchase taking into full consideration their own conditions and re-
sources. Rational choice theory emphasizes that people make decisions by calculating
costs and benefits to maximize their benefits [69]. The so-called “rationality” means that
in order to meet someone’s certain needs or achieve certain goals by social behaviors, such
as personal resources or social exchange, it is necessary to rationally consider various in-
fluencing factors that affect the realization of their goals [70]. Economic potential gain,
which combines the “pull” incentive of the host city with the “push” factor of migrant’s
hometown, actually reflects migrants’ sense of gain in terms of income derived from the
host city, whereas income uncertainty in the host city is essentially the measurement of
stability or future expectation of this sense of income acquisition for rural migrants. When
making home purchase decisions in the host cities, rural migrants, as “rational social per-
sons”, would consider the balance of these two factors. The increase of uncertainty of
household income, which may show a fluctuating sense of income acquisition in the fu-
ture, was empirically tested and shown to have an indirect negative effect through lower-
ing the positive impact of economic potential gain on rural migrant’s homeownership
likelihood in urban areas.

In the second stage, as shown in Table 2, empirical findings for control variables (mi-
cro-level characteristics of rural migrants, city-level attributes of host city, and geographic
factor of migration) were in line with theoretic forecasts and consistent with the previous
empirical literature [8,9,48,71,72]. It is important to note that the city-level indicator of
rural migrants” accessibilities to HPF was shown to have a significantly positive effect on
migrants” homeownership propensity. In addition, the positive marginal effect of HPF on
homeownership was shown to be rising from 2014. This finding echoes the existing liter-
atures that housing finance accessibility matters for homeownership tendency [31,40,73]
and supports a recent finding that HPF plays an active role in China’s housing finance
system [43,74]. Moreover, the marginal effect of city-level HPF participation rate on mi-
grants’ homeownership acquisition (e.g., 0.241 for CMDS 2016) was more than four times
that of individual-level HPF participation (0.057 for CMDS 2016). In other words, even if
rural migrants could not participate the HPF system at the present stage, due to economic
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or institutional restriction, relatively high city-level HPF participation rate for rural mi-
grants in the host cities could be seen as a positive signal of “financing-friendly” environ-
ment towards rural migrants and, thus, associated with higher homeownership likelihood

of rural migrants.

Table 2. Probit regression of rural migrants” homeownership in host cities.

Full Sample 2014 CMDS 2016 CMDS
Model 1 Model 2
Variables Coef. Marginal effect Coef. Marginal effect
Econ_gain 0.213 *** 0.019 *** 0.203 *** 0.047 ***
(0.018) (0.002) (0.010) (0.002)
INC_UNC -0.009 ** —0.001 *** -0.006 -0.001
(0.004) (0.000) (0.004) (0.001)
Econ_gain x INC_UNC —0.020 *** —0.002 *** —0.011 *** —0.002 ***
(0.003) (0.000) (0.001) (0.000)
Micro-level attributes
Age -0.001 -0.000 -0.038 *** -0.009 ***
(0.008) (0.001) (0.005) (0.001)
Age_sqr 0.000 0.000 0.001 *** 0.000 ***
(0.000) (0.000) (0.000) (0.000)
Female 0.164 *** 0.015 *** 0.108 *** 0.025 ***
(0.016) (0.001) (0.014) (0.003)
Edu_level 0.321 *** 0.028 *** 0.176 *** 0.041 ***
(0.011) (0.001) (0.009) (0.002)
Married -0.015 -0.001 0.272 *** 0.057 ***
(0.031) (0.003) (0.026) (0.005)
Child -0.461 *** —0.057 *** —0.355 *** -0.096 ***
(0.040) (0.007) (0.030) (0.009)
Childlocal 0.647 *** 0.057 *** 0.339 *** 0.078 ***
(0.022) (0.002) (0.015) (0.004)
East_origin 0.219 *** 0.021 *** 0.273 *** 0.068 ***
(0.018) (0.002) (0.016) (0.004)
Self-employed 0.026 0.002 0.014 0.003
(0.021) (0.002) (0.018) (0.004)
Businessman 0.080 ** 0.007 ** -0.169 *** -0.037 ***
(0.038) (0.004) (0.030) (0.006)
Service-staff -0.082 ** -0.007 ** -0.296 *** -0.074 ***
(0.033) (0.004) (0.024) (0.006)
Moveyears 0.057 *** 0.005 *** 0.083 *** 0.019 ***
(0.004) (0.000) (0.003) (0.001)
Moveyears_sqr -0.001 *** —0.000 *** -0.001 *** -0.000 ***
(0.000) (0.000) (0.000) (0.000)
PensionU 0.046 0.004 -0.109 *** -0.025 ***
(0.029) (0.003) (0.015) (0.003)
MedicareU 0.385 *** 0.041 *** 0.475 *** 0.128 ***
(0.026) (0.003) (0.021) (0.006)
HPF 0.312 *** 0.035 *** 0.222 *** 0.057 ***
(0.032) (0.004) (0.028) (0.008)
City-level attributes
LN_PERGDP 0.234 *** 0.020 *** 0.103 *** 0.024 ***
(0.016) (0.001) (0.014) (0.003)



Sustainability 2023, 15, 7407

12 of 22

LN_POP 0.042 *** 0.004 *** 0.025 *** 0.006 ***
(0.009) (0.001) (0.007) (0.002)
LN_HPrice -1.012 *** -0.088 *** -0.789 *** —-0.183 ***
(0.027) (0.002) (0.021) (0.005)
H_FinanceAC 2.006 *** 0.174 *** 1.041 *** 0.241 ***
(0.191) (0.017) (0.145) (0.034)
Purchase_restriction 0.435 *** 0.037 *** 0.046 0.011
(0.022) (0.002) (0.029) (0.007)
Geographic factors
Distance to hometown -0.068 *** -0.006 *** -0.012 -0.003
(0.012) (0.001) (0.010) (0.002)
Constant —1.745 *** -0.128
(0.184) (0.125)
Pseudo R? 0.1926 0.1926 0.1508 0.1508
Observations 70,198 70,198 55,390 55,390

Note. ** p < 0.05. *** p <0.01. Robust standard errors are shown in parentheses.

4.4. Robustness Tests

In this section, we tested the robustness of our findings by experimenting with alter-
native measurements of economic potential gain in two ways. First, we followed the pre-
vious studies in the literature to use city-level GDP per capita, rather than an individual
migrant’s estimated income in the origin, to calculate the economic potential gain with
deducting the city-level living cost in corresponding cities. Second, exactly following the
literature [12], another alternative measurement of economic potential gain was the indi-
vidual-specific predicted ratio of the current income in the host city and the expected in-
come in the hometown from where the migrant originated without deducting the city-
level living cost in corresponding cities. The results in Table 3 shows that all the regres-
sions with alternative specifications produced consistent findings and suggest that our
benchmark findings are robust. In addition, we also applied the standard logit mode to
the empirical regression for robust test, assuming that the error term followed a logistical
distribution. The regressions with logit mode produced consistent findings and suggests
that our benchmark findings are robust. Due to limited space, the robustness results of
logit mode are not presented in this paper.

Table 3. (a) Robustness test with Alternative Measures I (CMDS 2014/2016). (b) Robustness test
with Alternative Measures II (CMDS 2014/2016).

(@
Full Sample CMDS2014 CMDS2016
Alternative Measures I Alternative Measures I
Variables Coef. Marginal effect Coef. Marginal effect
Explanatory variables
Econ_gain 0.146 *** 0.013 *** 0.174 *** 0.040 ***
(0.012) (0.001) (0.010) (0.002)
INC_UNC -0.002 -0.000 -0.002 -0.000
(0.005) (0.000) (0.004) (0.001)
Econ_gain x INC_UNC -0.014 *** -0.001 *** -0.009 *** -0.002 ***
(0.002) (0.000) (0.001) (0.000)
Micro-level controls Y Y Y Y
City-level controls Y Y Y Y
Geographic controls Y Y Y Y
Constant -1.626 *** 0.000
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(0.183) (0.125)
Observations 70,198 70,198 55,390 55,390
Pseudo R? 0.1884 0.1884 0.1486 0.1486
(b)
Full sample CMDS2014 CMDS2016
Alternative Measures II Alternative Measures II
Variables Coef. Marginal effect Coef. Marginal effect
Explanatory variables
Econ_gain 0.378 *** 0.032 *** 0.252 *** 0.058 ***
(0.022) (0.002) (0.011) (0.003)
INC_UNC -0.018 *** -0.002 *** -0.012 *** -0.003 ***
(0.003) (0.000) (0.003) (0.001)
Econ_gain x INC_UNC  -0.040 *** -0.003 *** -0.014 *** -0.003 ***
(0.005) (0.000) (0.001) (0.000)
Micro-level controls Y Y Y Y
City-level controls Y Y Y Y
Geographic controls Y Y Y Y
Constant -1.626 *** 0.259 **
(0.183) (0.126)
Observations 70,198 70,198 55,390 55,390
Pseudo R? 0.1884 0.2046 0.1544 0.1544

Note. ** p < 0.05. *** p <0.01. Robust standard errors are shown in parentheses.

5. Heterogeneity Investigations

In this section, we further investigated how the correlation between key explanatory
variables (economic potential gain, income uncertainty) and rural migrants’” homeowner-
ship in their host cities varied across migrant cohort and in different cities. To allow the
analysis to capture the time varying features, the 2014 and 2016 waves of the CMDS were
combined into pooled data for heterogeneity analysis. The dummy variable Year 2016;
was added to the regression model in order to capture the difference between the two
years.

5.1. Cross-Generational Difference

Table 4 presents the cross-generational differences of the impact of key explanatory
variables on homeownership: the older generation (rural migrants born before 1980) and
the new generation (those born after 1980). The coefficients for all key explanatory varia-
bles were all significant, and their signs were consistent with those of the full sample. First,
it is worth noting that the marginal effect of economic potential gain for the older-gener-
ation (0.034) was 1.10 times the corresponding value for the new-generation rural mi-
grants (0.031). That is, compared with the new-generation rural migrants, the older-gen-
eration migrants were more sensitive to economic potential gain. Moreover, the marginal
effect of interaction term Econ_gain; X Year 2016; for the older-generation migrants
(0.006) is one and a half times that of the effect for the new-generation migrants (0.004),
indicating that the degree of sensitivity to economic returns for the older has been ob-
served to increase more than that for the new generation between 2014 and 2016. The lit-
erature from the socio-demographic perspective has long suggested that the housing ten-
ure choice is inherently linked with the life course (e.g., [75]). The older cohorts generally
entail a wider range of responsibilities, not only providing for their children’s education
but also supporting their aged parents [32]. In contrast, the younger cohorts bear relatively
fewer economic responsibilities. Therefore, the older-generation rural migrants are ex-
pected to be more influenced by potential economic gains when considering the home-
ownership plan in the urban area.
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Second, for these two cohorts of rural migrants, there was no difference in the mar-
ginal effect of income uncertainty and its corresponding interaction item on rural mi-
grants’ housing ownership. That means, throughout rural migrants’ life cycle, income un-
certainty is always one critical determinant when making a housing choice.

In addition, we note that the marginal effect of city-level the Housing Provident Fund
participation on homeownership for the older-generation rural migrants (0.169) was 1.88
times of that of the effect for the new-generation counterpart (0.09). This indicates that the
older-generation rural migrants, who are more experienced and, thus, have better credit
records, are expected to benefit more from an improvement in housing support in aspiring
to own a home in the city.

Table 4. Probit regression of rural migrants” homeownership in host cities (by cohort).

Cohort Heterogeneity New Generation Older Generation
Data CMDS 2014 and 2016 Pooled Data
1 (2) (3) 4
VARIABLES Coef. Marginal effect Coef. Marginal effect
Explanatory variables
Econ_gain 0.246 *** 0.031 *** 0.204 *** 0.034 ***
(0.015) (0.002) (0.018) (0.003)
INC_UNC —0.014 *** —0.002 *** —0.014 *** —0.002 ***
(0.003) (0.000) (0.003) (0.000)
Econ_gain x INC_UNC  -0.016 *** -0.002 *** -0.014 *** -0.002 ***
(0.002) (0.000) (0.002) (0.000)
Year 2016 0.602 *** 0.081 *** 0.610 *** 0.108 ***
(0.023) (0.003) (0.024) (0.005)
Econ_gain x Year 2016 0.031 *** 0.004 *** 0.038 *** 0.006 ***
(0.013) (0.002) (0.015) (0.002)
Micro-level controls Y Y Y Y
Geographic controls Y Y Y Y
H_FinanceAC 0.709 *** 0.090 *** 1.027 *** 0.169 ***
(0.149) (0.019) (0.162) (0.027)
Other City-level controls Y Y Y Y
Observations 67,308 67,308 58,280 58,280
Pseudo R? 0.2173 0.2173 0.1905 0.1905

Note: *** p <0.01.

5.2. Regional Heterogeneity

In China, large cities and megacities are generally associated with much higher price-
to-income ratios that make home purchase much more difficult than small and medium-
sized cities. The impacts on housing tenure decisions of key interest variables were inves-
tigated to see how they varied with the size of destination cities. As shown in Table 5, rural
migrants in big cities or megacities were more sensitive to economic potential gains when
making housing tenure choice in host cities. By contrast, rural migrants placed a higher
value on non-economic components with respect to the aspiration to own a home in
smaller cities. Furthermore, the coefficient of interaction item Econ_gain; X Year 2016;
was significantly positive for big cities or megacities but insignificant for migrants in small
or medium-sized cities. In other words, compared with those in smaller cities, the rural
migrants in bigger cities become more sensitive to potential economic returns in host cities
when making homeownership decisions after the New-Type Urbanization policy was im-
plemented in 2014.
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Secondly, income uncertainty is found to be negatively and significantly associated
with rural migrants” home ownership likelihood in big cities or megacities but insignifi-
cant for rural migrants in small or medium-sized cities. This implies that income uncer-
tainty would be a critical issue when rural migrants make homeownership decisions in
big cities or megacities but much less important for rural migrants in small or medium-
sized cities. This finding is reasonable: purchasing a home in big cities is very costly so
purchasers must be very cautious of income fluctuations, but purchasing a home in small
cities requires much less financial input so buyers do not need to be as cautious regarding
uncertainty. Meanwhile, the coefficient for the interaction term Econ_gain; X INC_UNC;
is still significantly negative in all types of cities.

Lastly, compared with those migrants residing in big cities or megacities, where the
housing price is beyond migrants” payment ability, a more city-level “friendly financing”
environment supported by the Housing Provident Fund has a more positive effect on
boosting rural migrants” homeownership in small or medium-sized cities. From the per-
spective of housing affordability, small or medium-sized cities could be the preferred set-
tlement for rural migrants. According to the empirical result, more attention should be
paid to economic stimulus and housing financing support if local authorities aim to en-
hance rural migrants” homeownership rate in small or medium-sized cities.

Table 5. Probit regression of rural migrants in host cities across city sizes. The classification criterion
of 5.2 in heterogeneity analysis is the standard “Notice of The State Council on Adjusting the Stand-
ards for Dividing the size of Cities” (document 2014, 51 issued by The State Council of China. URL
http://www.gov.cn/zhengce/content/2014-11/20/content_9225.htm (accessed on 20 November 2014)).

Regional Heterogeneity Small and Medium City Big City and Megacity
Data CMDS 2014 and 2016 Pooled Data
(1) ) 3) @
VARIABLES Coef. Marginal effect Coef.  Marginal effect
Explanatory variables
Econ_gain 0.175 *** 0.031 *** 0.252 *** 0.034 ***
(0.028) (0.005) (0.012) (0.002)
INC_UNC -0.005 -0.001 —0.017 *** —0.002 ***
(0.006) (0.001) (0.002) (0.000)
Econ_gain x INC_UNC  -0.021 *** —0.004 *** —0.017 *** —0.002 ***
(0.004) (0.001) (0.001) (0.000)
Year 2016 0.837 *** 0.162 *** 0.532 *** 0.076 ***
(0.041) (0.009) (0.018) (0.003)
Econ_gain x Year 2016 0.001 0.000 0.045 *** 0.006 ***
(0.029) (0.005) (0.010) (0.001)
Micro-level controls Y Y Y Y
Geographic controls Y Y Y Y
H_FinanceAC 2.217 *** 0.386 *** 0.469 *** 0.064 ***
(0.253) (0.044) (0.129) (0.017)
Other City-level controls Y Y Y Y
Observations 19,975 19,975 105,613 105,613
Pseudo R? 0.2481 0.2481 0.2035 0.2035

Note: *** p <0.01.

6. Discussion on Influencing Mechanism

Economic potential gains, which combine the “pull” incentive of the host city with
the “push” factor of migrant’s hometown, have been empirically verified to have a signif-
icant positive impact on the probability of rural migrants” urban settlement intentions [12].
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On the other hand, there was a significant connection between rural migrants” homeown-
ership and their urban settlement intentions [76,77].

On the basis of the above analysis, one can see that economic potential gains are likely
to further affect the rural migrants’ homeownership in urban areas by influencing their
intention to settle in cities as an intermediary variable. The following is an empirical test
of the above conjecture through the mediation effect test procedure. The specific steps are
as follows:

Step 1: On the basis of Equation (5), the positive impact of economic potential gains on
rural migrants” homeownership in urban areas was identified (Shown in Column 2/5 of Ta-
ble 6).

Step 2: To test the effect of economic potential gains on rural migrants’ settlement
intention in host cities, probit regression was used following Model (6) below:

Settlement_Intention; = d + y; Econ_gain; +y, INC_UNC;

+y3; Econ_gain; X INC_UNC;+ Z ¥, Control; + ¢; ©)
where the subscript i refers to the migrant. The variable Settlement_Intention; refer to
rural migrants’ willingness to settle down in the inflow areas, and ¢; is the residual item.

As shown in Column 3/6 of Table 6, controlling for micro-level and city-level control
variables, economic potential gains had a significant positive impact on rural migrants’
willingness to settle down in the inflow areas. Furthermore, when economic potential
gains increased by one unit, the willingness of rural migrants to settle down in the inflow
areas increased by 5.2%.

Step 3: Economic potential gains, together with the variable Settlement_Intention,,
were used in the empirical model of rural migrants’” homeownership in urban areas.
Model (7) is shown as follow:

Homeownership; = ¢ + u; Econ_gain; + u, INC_UNC;
+us Econ_gain; X INC_UNC;+ Settlement_Intention; ?)

+ Z Uy Control; + ¢;

The mediating effect of rural migrants’ willingness to settle down in the inflow areas
in the impacts of economic potential gains on rural migrants’” homeownership in urban
areas was identified, as shown in Table 6. Table 6 shows that the positive effect of economic
potential gains on rural migrants” homeownership in urban areas can be partially realized
through their urban settlement intentions.

Table 6. Test for influencing mechanism (CMDS 2014/2016).

Test Step 1 Step 2 Step 3 Step 1 Step 2 Step 3
Data CMDS 2014 CMDS 2016
Dependent Settlement Settlement
. Homeowner . Homeowner Homeowner . Homeowner
Variable Intention Intention
Empirical
mprrica Probit Probit Probit Probit Probit Probit
Method
Model Equation (5) Equation (6) Equation (7) Equation (5) Equation (6) Equation (7)
Variables Coef. Mar. * Coef. Mar. Coef. Mar. Coef. Mar. Coef. Mar. Coef. Mar.
Econ_gain  0.213 ** 0.019 ** 0.132** 0.052 *** 0.191 ** 0.011 *** 0.203 *** 0.047 *** 0.133 *** (0.052 *** 0.185 *** 0.037 ***
(0.018)  (0.002) (0.009) (0.003) (0.018) (0.001) (0.010) (0.002) (0.009) (0.004) (0.010) (0.002)
INC_UNC -0.009 *** -0.001 *** -0.001 -0.000 -0.009 ** -0.001 ** -0.006 -0.001 -0.003 -0.001 -0.006 -0.001

(0.004)

(0.000)  (0.003) (0.001) (0.004) (0.000) (0.004) (0.001) (0.003) (0.001) (0.004) (0.001)

Econ_gain *

INC_UNC

(0.003)

-0.020 *** -0.002 *** =0.009 *** —0.004 ***-0.017 ***-0.001 ***-0.011 ** -0.002 **-0.007 ***-0.003 ***-0.010 ***-0.002 ***
(0.000)  (0.001) (0.000) (0.003) (0.000) (0.001) (0.000) (0.001) (0.000) (0.001) (0.000)

Settlement In-

tention

1.076 *** 0.067 ***
(0.026)  (0.002)
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Micro-level At-

. Y Y Y Y Y Y Y Y Y Y Y
tributes
Clty-.level At- N N N N Y Y Y N Y Y
tributes
—1.745 *** —0.699 *** —2.376 *** -0.128 0.291 *** —0.894 ***
Constant
(0.184) (0.108) (0.193) (0.125) (0.105) (0.131)
Pseudo R2 0.1926  0.1926  0.1084 0.1084 0.2570 0.2570 0.1508 0.1508 0.0850 0.0850 0.2254 0.2254
Observations 70,198 70,198 70,198 70,198 70,198 70,198 55,390 55,390 55390 55,390 55,390 55,390

* Marginal effect. ** p < 0.05. *** p < 0.01.

7. Discussion

The belief that owning one’s home in the inflow area is the foundation of upward
mobility that has been strongly held by migrants, which can be seen not only in China but
also in other countries [78]. Home ownership indicates successful integration in the host
areas [79]. Home ownership is also one key factor of the principles of livability towards
achieving a livable city [80].

Thus, the decisions “whether to own or rent a home” and “where to buy” for mi-
grants are of significance, but all are risky [22]. In this risky-behavior housing purchase,
the factors that cannot be ignored include income and its uncertainty. The correlation be-
tween household real income and homeownership has been examined by statistically em-
pirical tests (e.g., [22,81-84]) or through case study (e.g., [84]). In addition, the real income
segregation has been verified to have a significant positive effect on homeownership seg-
regation [78]. However, different from local residents, migrants discussed in our paper
take into account economic factors from the origin when making housing tenure choice, a
topic which has not been fully studied in the exiting literature. Our research, therefore,
contributes to a body of literature that studies relative income, which is a comparison be-
tween income from destination and that from the origin (economic potential gain). While
it has been testified that the homeownership gaps between rural-urban migrants and ur-
ban—urban migrants vary by real income [82], we further explored that economic potential
gain, which indicated the sense of gain in terms of income, positively affecting rural-urban
migrants” home ownership.

On the other hand, while income uncertainty has been shown to exert a negative ef-
fect on home ownership [16,85], most of the relevant research focused on labor income
uncertainty for local residents, most of whom are employed in a working environment
with a relatively sound labor system [86]. Facing unstable employment environment and
being exposed to greater occupational risk, migrants would be more concerned with in-
come risk when making the decision “whether to own or rent a home”. Furthermore, how
income uncertainty affects the effect of economic potential gain on home ownership is also
investigated in our study. Of course, due to limitations in the form of survey data used,
we admit that using cross-sectional data in empirical regression makes it impossible to
track changes in home ownership for the same migrant household over time.

8. Conclusions and Policy Implications

It has been emphasized in the people-oriented new-style urbanization strategy in
China that the local integration of rural migrants in the host cities is a top priority issue to
achieve inclusive social development [87]. Assuring stable residence in the city is one of
the major challenges of rural migrant life in the host city. As the transition into homeown-
ership would signal a critical progress in the migrants” economic and social assimilation
process, analyzing the determinants of rural migrants” homeownership carries important
policy implications.

On the basis of the Chinese nationwide micro-level data collected in 2014 and 2016
by the CMDS, this article contributes to the literature of migrants’ housing choices by
showing that rural migrants’ homeownership likelihoods in their host cities would in-
crease when they expect high income growth relative to their hometowns and less income
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uncertainty in the urban destinations. Further, our empirical results also showed that the
increase of income uncertainty would reduce the positive impact of economic potential
gain on rural migrants’ tendency to become homeowners in urban areas. It is also found
that an improvement of city-level housing finance accessibility can spur rural migrants’
housing consumption in urban destinations. Moreover, this paper also explored the dis-
parities of the associations among income potential gain, income uncertainty, and mi-
grants” housing tenure choices across cohorts and regions.

Our findings have some important policy implications. First, the evidence here sug-
gests that there are higher potential income gains from settling down in host cities as com-
pared with hometowns. Inducing more attractions to be integrated in the host cities is
crucial in affecting whether rural migrants wish to own a home in the urban destinations.
Thus, rural migrants are rational in making housing tenures, and only cities with booming
economic potential can encourage rural migrants to become homeowners. It will be fruit-
ful to encourage rural migrants to buy homes in the cities with brighter economic outlooks
that cater to their human capital endowments, but it would be much less fruitful to pro-
mote homeownership if rural migrants feel less confident with their future income path
in the cities. If a level playing field can be provided for the rural migrants in urban areas
so that their human capital endowment can be reasonably rewarded in terms of income,
then the urban homeownership rate of rural migrants will be improved further.

Second, the significant adverse impact of income uncertainty on rural migrants’
homeownership reminds us that assuring household income stability and job security
should be one of key focus if local authorities aim to raise rural migrants’ homeownership
rates in urban areas. As the hukou system creates wage discrimination in the labor market,
difficulty in accessing local public service systems and the welfare system exacerbates ru-
ral migrants’ income uncertainty. Accelerating the hukou system reform and eliminating
institutional discrimination imposed on rural migrants can help them increase their in-
come stability and, subsequently, have higher aspirations to strive for homeownership
dreams. Third, the strong interaction between income uncertainty and potential income
gains suggests that extending social security system on rural migrants can have a double
effect on their homeownership tendency. One is the direct effect through reducing income
uncertainty, and the other one is the indirect effect through the amplification of potential
income gains with reduced income uncertainty. These findings are useful for both design-
ing inclusive urbanization strategy and predicting the city-specific trend of the real estate
market in China. With increasing availability of data in the future, we can extend the re-
search to the housing tenure decisions of rural migrant workers with intra-provincial mi-
gration. In addition, future research can also be proceeded to quantify how social security
coverage extension may affect rural migrants’ homeownership propensity in the urban
destinations.
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Appendix A

Table A1. OLS regression result of rural migrants’ income (Y1) determinants.

Full Samples CMDS 2014 CMDS 2016
Variables Coef. Robust SE Coef. Robust SE
Age 0.004 * (0.002) 0.012 *** (0.003)
Age_sqr -0.000 *** (0.000) -0.000 *** (0.000)
Female 0.017 *** (0.004) 0.009 * (0.005)
Edu_level 0.046 *** (0.009) 0.014 *** (0.010)
Married 0.424 *** (0.007) 0.331 *** (0.009)
Child 0.030 *** (0.010) -0.018 * (0.010)
East_origin 0.034 *** (0.005) 0.032 *** (0.006)
Self-employed 0.112 *** (0.017) 0.103 *** (0.022)
Secondary_indu 0.220 *** (0.017) 0.446 *** (0.019)
Tertiary_indu 0.103 *** (0.017) 0.354 *** (0.019)
Businessman 0.098 ** (0.031) 0.228 *** (0.040)
Service-staff -0.113 *** (0.027) 0.010 (0.033)
Moveyears 0.015 *** (0.001) 0.014 *** (0.001)
Moveyears_sqr -0.000 *** (0.000) -0.000 *** (0.000)
HPF 0.047 *** (0.009) 0.123 *** (0.010)
PensionU 0.031 *** (0.009) 0.034 *** (0.005)
MedicareU 0.056 *** (0.008) 0.061 *** (0.007)
LN_PERGDP 0.030 * (0.015) 0.155 *** (0.017)
LN_POP 0.015 *** (0.002) 0.054 *** (0.002)
Edu_level* LN_PERGDP 0.013 *** (0.004) -0.000 *** (0.004)
Self-employed* LN_PERGDP 0.031 *** (0.007) 0.019* (0.010)
Businessman* LN_PERGDP -0.013 (0.014) -0.064 *** (0.017)
Service-staff* LN_PERGDP 0.008 (0.011) -0.047 *** (0.013)
Constant 0.900 *** (0.054) 0.446 *** (0.059)
Observations 70,198 55,390
R-squared 0.162 0.160

Note. Y1 represents the sample migrant’s annual total household income in the current city; the
reference group for occupation dummies is the worker group. * p <0.1. ** p <0.05. ** p <0.01.
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