Employment Strategy Papers

Employment in China: recent trends and
future challenges

By Ajit K. Ghose

Employment Analysis Unit
Employment Strategy Department

2005/14



Employment Strategy Papers

Employment in China: recent trends and
future challenges

By Ajit K. Ghose
Senior Economist

Employment Analysis Unit
Employment Strategy Department

2005/14



Preface

This paper has two objectives. The first is to develop a dataset that can be used to analyse
employment and labour market trends in China. This is necessary because the statistics
available from the published sources are difficult to use for analysis. Data from different
sources are often mutually inconsistent. Besides, because China's statistical system uses non
standard categories, data are sometimes difficult to interpret and cannot be easily compared to
those for other countries. One part of this paper, therefore, is devoted to a serious scrutiny of
the available statistics in an effort to develop an appropriate dataset for the period 1990-2002.
This dataset is appended to the paper so as to make it available to other researchers.

The second objective of the paper is to use the dataset to study the employment and labour
market trends in a period when China achieved a growth miracle and emerged as a global
economic power. The main findings are as follows. During 1990-96, employment conditions
showed significant improvement in both rural and urban areas. In the subsequent period
(1996-2002), rural employment conditions continued to improve but urban employment
conditions substantially worsened. The basic reason lay in the growing inability of
production units (family farms in rural areas and state-owned erterprises in urban areas) to
carry the surplus labour that past policies had forced them to accumulate. The process of
shedding of surplus labour by production units, triggered by the reforms of state-owned
enterprises and the relaxation of control over rural-urban migration in the second half of the
1990s, had radically different consequences for urban and rural areas. In urban areas, formal
employment declined, unemployment emerged as a magjor problem and there was rapid
growth of irregular employment (of both rural migrants and workers laid-off from state-
owned enterprises). In rural areas, employment in township and village enterprises (which
had not accumulated surplus labour) continued to grow while out-migration reduced surplus
labour in family farms.

Rizwanul Islam
Director
Employment Strategy Department
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1. Introduction

The growth performance of China's economy in the 1990s has been extraordinary by any
standard. Between 1990 and 2002, GDP per capita grew at a rate of 8.3 percent per annum.
This phenomenal growth was driven by an industria revolution that has made China a
manufacturing powerhouse. The industrial revolution, in turn, was made possible by China's
huge success in expanding trade with the external world. The share of exports in GDP
increased from less than 18 percent in 1990 to nearly 29 percent in 2002 and the share of
manufactures in total merchandise exports increased from 72 percent to 90 percent.

What have been the effects of such rapid industrialisation and economic growth on
employment in the country? No widely accepted answer to this question is available from the
existing literature. Indeed, there are not many studies that even ask the question. There are
good reasons for this; the most important is that the available statistical data on employment
suffer from a number of important limitations and are rather difficult to interpret. Recent
studies, therefore, have been more concerned with scrutinising the available statistical data
than with using them for analysis.! In fact, establishment of a consistent set of employment
statistics is an objective that we too cannot help pursuing in this paper.

Despite the difficulties, however, it is obviously worthwhile to try to understand how China's
extraordinarily rapid economic growth affected the growth and structure of employment in the
country. This is not just because employment has long been a mgor concern for China's
policy makers and will remain so in the foreseeable future. It is also because China's
experience is of much interest to other labour-abundant developing economies that face major
challenges in the area of employment.

The objective of this paper is to analyse the available statistical data in an effort to assess the
employment trends during the period 1990-2002. The paper is organised as follows. In the
following section, the available statistical data are scrutinised so as to develop a usable
dataset. The reforms that had a bearing on the evolution of employment conditions, and hence
help interpretation of the statistical data, are also briefly considered. Given that China's
employment statistics use categories that are not directly comparable to those commonly used
in the literature, a classification scheme for organising the data into standard categories is also
developed in this section. The database thus developed is used, in section three, to analyse the
main trends in employment, unemployment and wages. The main conclusions and the
challengesthey imply for China's policy maker are stated in the final section.

! Even the scrutiny has tended to be rather narrowly focused on deriving acceptable estimates of the rate of
unemployment in urban areas. See, for example, Knight and Xue (2004) and Giles, Park and Zhang (2005). The
few studies with a broader focus include Fang (2004), Rawski (2002) and Brooks and Tao (2003).



2. Thepreiminaries

The data

There are two main sources of statistics on employment in China. The labour force survey
(LFS), redesigned as the Sample Survey on Population Changes in 1996, provides data on
economically active population and employment for the whole country (excluding Hong
Kong, Macao and the Taiwan province) as well as on distribution of employment by broad
sectors.? It defines economically active persons as those aged 16 years or more who had
either engaged or been available for engagement in gainful activities for at least an hour
during the reference week. The establishment survey (ES), now called the Comprehensive
Labour Statistics Reporting System, provides detailed data on employment in urban
independent accounting units including officially recognised and registered private and
individual businesses.® It defines employed persons as those who work in various urban
establishments on a regular basis and receive wages and/or other forms of income as
remuneration for work. The National Bureau of Statistics (NBS) directly conducts the LFS
and collaborates with the Ministry of Labour and Social Security (MOLSS) in conducting the
ES.

There are two other sources of data that must also be taken into account in any anaysis of
employment in China, even though the data from these are not aways easily reconciled with
the data from the LFS and the ES. The population census of 2000 generated some broad
aggregates on employment that substantially differed from the aggregates emerging from the
LFS, which had hitherto used the 1990 census as the benchmark. Using the information from
the census of 2000, the NBS has recently published “adjusted” estimates of labour force and
employment for the period 1990-2002. The method of adjustment, however, is not known and
it remains unclear as to how these “adjusted” totals are to be made consistent with the detailed
“unadjusted” statistics from the LFS and the ES. The second source is the Ministry of
Agriculture (MOA), which produces annual statistics on employment in “township and
village enterprises’ (TVES). These data aso appear to be inconsistent with the statistics on
rural employment generated by the LFS.

These problems of inconsistency of data must be resolved in some manner before any analysis
of the evolving employment situation can be attempted. With respect to the problem of
inconsistency between LFS and census statistics, our judgement is that the “unadjusted” LFS
data essentialy leave out of account two categories of workers: (i) the rural migrant workers
who find irregular employment mainly in urban areas but also in rural areas outside the places
of their long-term residence; and (ii) the urban workers who, having been laid off from state
and collective enterprises, find irregular employment in urban areas.* This judgement, the
basis for which is elaborated in Appendix 1, guides the use of the “adjusted” and the

2 These surveys have been conducted four times a year till 1996, three times a year from 1996 to 2001 and twice
ayear since then. The data are published on an annual basis.

3 The survey is conducted four times a year and the data are published on both annual and quarterly basis.

4 Fang (2004) also makes a similar judgement.



“unadjusted” LFS data for analysis in this paper. As for employment in TVEs, the figures
provided by the MOA appear to be serious overestimates; if we take them as correct, the
estimates of total rural employment, generated by the LFS, would have to be serious
underestimates, a possibility that we reject.® Our judgement is that the overestimation occurs
because of confusion over the definition of urban areas. The MOA probably counts the
collective-owned enterprises, located in large county towns, as TV Es while the ES count them
as urban collective enterprises; the result is double counting. This judgment allows us to
derive estimates of employment in TVESs that are consistent with the “unadjusted” estimates
of rural employment generated by the LFS.

There are two other problems with the data that need to be sorted out before analysis can be
attempted. First, from 1994 onwards, a substantial number of persons from Hong Kong,
Macao and Taiwan province as well as from foreign countries have lived and worked in
mainland China. We need to exclude such persons from the estimates of the employed
persons since our objective in this paper is to study the trends and patterns of employment of
the mainland Chinese workers. As it happens, the ES data can be used to estimate the number
of persons from outside mainland China who, we can safely assume, work in formal
enterprises in urban areas.® We are thus able to work out estimates of employment of
mainland Chinese persons in different segments of the economy and these are the estimates
that we use for our analysis. Second, a fairly large and growing number of persons in rural
areas are shown by the LFS to be engaged in unspecified activities called “others’. They
apparently include persons engaged as teachers in schools run by local communities, persons
engaged in religious occupations, etc. For lack of a better alternative, we regard these persons
as self-employed in services.

The dataset that emerges after dl the adjustments have been made is set out in Tables A2.1 —
A2.8in Appendix 2.” Much of the analysisin the paper is based on this dataset.

The regulatory reforms

Prior to the onset of economic reforms in 1978, labour policy in China had the explicit
objective of guaranteeing employment to all workers. The objective was pursued through
direct alocation of jobs, administrative control of remuneration and severe restrictions on
migration. In rural areas, al workers were members of production teams and were assigned
either to agricultural work at the team level or to nonagricultural work at brigade or
commune level.® In urban areas, al workers were assigned jobs in units and enterprises,
which were either state-owned or collective-owned (private enterprises were not alowed); the
employing units themselves had very little control over recruitment or the wage hill just as the
job-seekers had very little say in where they worked. These methods of assigning workers to

® Rawski (2002) states that the 1995 industrial census revealed very serious overestimation of employment and
output by the MOA.

® The data on “ persons employed in various units” include persons from outside mainland Chinawhile the data
on “staff and workers” exclude them.

" Apart from the adjustments mentioned above, afew other minor adjustments were also necessary to ensure full
consistency. These adjustments are explained in the notes to the TablesA2.1 — A2.8.

8 See Ghose (1984), Khan (1984) and L ee (1984) for detailed discussions of work organisation under the
commune system.



jobs were combined with strong measures for controlling migration in search of work. Each
person was registered as aresident of a particular locality, rural or urban, and the registration
status could not be easily changed. Migration without change of registration status was not
possible because the registration status was the basis for a person’s access to locally provided
food rations, education and health services, and social security.

These systems of job alocation and migration control effectively prevented open
unemployment from emerging but led to steady accumulation of surplus labour in production
units in both rural and urban areas with unfavourable consequences for work-effort, labour
productivity and output growth. The reforms initiated in 1978 created conditions for gradual
dismantling of both systems. In rural areas, a new “responsibility system” was introduced to
reorganise agricultural production. This effectively brought back family farming under what
could be characterised as a fixed-rent tenancy system, the rent being collected by the
production team (or village) authorities on behalf of the state. As a natural consequence, the
nontagricultural units at brigade and commune levels, renamed “township and village
enterprises’ (TVEs), gained the right to directly recruit labour on a contract basis and to
determine wages.® Moreover, a variety of non-state enterprises were allowed to emerge and
these too could directly recruit labour on a contract basis.

In urban areas, the reforms began with the granting of some measure of autonomy to both job
seekers and enterprises.’® In the early 1980s, job seekers were allowed to look for work in
state, collective or newly recognised private enterprises. At the same time, the state and the
collective enterprises were granted limited rights to directly recruit labour and to adjust wages
by instituting bonus and piece rate systems. Starting in the mid-1980s, the state and the
collective enterprises were alowed to offer fixed-term contracts to new recruits. But the real
impetus for replacement of lifetime tenure by contracted tenure came from fresh reforms
introduced in 1994.** A minimum wage legisation was aso introduced in 1994 and
minimum wage standards have since been established in all provinces. Starting in the mid-
1990s, the state-owned enterprises were allowed to lay off workers with lifetime tenure,
subject to the condition that “re-employment centres” (RECs) were established to provide the
laid-off workers with unemployment benefits, retraining and assistance in job search.*? At the
same time, the government began to eliminate or substantially reduce subsidies to state-
owned enterprises and to allow bankruptcies.

As the economic reforms progressed, the registration system became increasingly unworkable
as a mechanism for controlling migration. With the eimination of food rations and free
education and health services, the economic constraints on migration dsappeared. On the
other hand, given the large inequalities between urban and rural areas as also between regions,
there were strong incentives for migration in search of work and the administrative authorities
initially turned a blind eye to such movements. Beginning in the mid-1990s, migration for
work began to be officially regarded as permissible and a system of granting urban
registration to rural migrants was introduced. The official system still remains restrictive but,

% See Ghose (1987) for a detailed discussion of these points.
10 A discussion of the reformsis available in Brooks and Tao (2003).
11 See Woo (2002) and Brooks and Tao (2003) for discussions and data.

12 More recently, an unemployment insurance fund for urban workers has been established and the RECs are
being phased out. See Fang (2004) for a discussion.



in practice, people are no longer prevented from living and working in places other than those
of thelr registered residence.

Categories of employment

A major consequence of the reforms was a rapidly growing diversification of enterprises and
forms of employment. Even as late asin 1990, bulk of the urban employment was in state and
collective enterprises and bulk of the rural employment was in TVEs and in small family
farms that emerged under the “responsibility system”. Through the 1990s, a wide variety of
enterprises and work-units emerged and grew in both urban and rural areas. By the end of the
1990s, apart from state and collective enterprises (which had ceased to be the dominant
employers), there were “cooperative enterprises’, “joint ownership enterprises’, “limited
liability corporations’, “share holding corporations’ and enterprises owned and operated by
investors from Hong Kong, Macao, Taiwan province and foreign countries. Besides, sizeable
numbers of small-scale private enterprises and individual businesses, officially recognised
and registered, had emerged in both urban and rura areas. As aready noted, moreover,
irregular employment became substantial as a result of labour migration and employment
contraction in state and collective enterprises.

For analytical purposes, as also for facilitating comparison with employment trends in other
countries, it is helpful to classify this wide variety of forms of employment into categories
commonly used in the literature. A careful scrutiny of the official definitions of enterprises
and of types of employment leads us to distinguish between formal and informal sectors in the
following manner. The urban formal sector is taken to be composed of state and collective
enterprises, “cooperative enterprises’, “joint ownership” enterprises, “limited liability”
corporations, “share holding” corporations and “foreign-funded” enterprises. The TVES
congtitute the rural formal sector. The urban informal sector is defined to include the
registered small-scale private enterprises and individual businesses while the rural informal
sector is defined to include the registered small-scale private enterprises, the registered
individual businesses and the family farms operating under the “responsibility” system.

Employment in the formal sector is regular wage-paid employment. Employment in the
informal sector falls into two categories: regular wage-paid employment (in registered small-
scale private enterprises) and self-employment (in registered individual businesses and in
family farms). We thus get three categories of employment: regular wage-employment in the
formal sector (henceforth forma wage-employment or simply formal employment), regular
wage-employment in the informal sector (henceforth informal wage-employment) and self-
employment. Together, these three categories make up what we call regular employment.
Then there is the additional category of irregular employment (of migrant workers and urban
laid-off workers). Irregular employment includes both casual wage-employment (in
construction or in domestic service, for example) and self-employment (in street vending or in
repair services, for example), but lack of adequate information prevents us from isolating
these two types. Aggregate employment in the economy, then, is the sum-total of regular and
irregular employment.



3. Employment, unemployment and wages. the main trends

Growth of employment

During the period 1990-2002, aggregate employment in the Chinese economy grew at an
average annual rate of 1 percent (Table 1). This growth is entirely accounted for by the
growth of urban employment, which was 3.5 percent per annum; rura employment showed
zero growth. The employment growth in urban areas, on the other hand, is attributable wholly
to the very rapid growth of irregular employment; regular employment recorded zero growth.
It thus appears that employment conditions in urban areas actually deteriorated. In contrast,
employment conditions in rural areas improved; regular employment grew while irregular
employment declined.

Tablel: Employment growth (per cent per annum), 1990-2002

Rural Urban Total
Formal 3.3 -3.0 -0.6*
Regular 11 -0.4* 0.8
Irregular -2.3 185 3.2
Total 0.1* 35 1.0

*not significantly different from zero. The growth rates are estimated by fitting trend equations to annual data.

Source: Author’s estimates based on the datain Appendix TablesA2.2 and A2.3.

These broad trends essentially reflect the dramatic changes that occurred in the urban
economy between 1996 and 2002 (Table 2). During 1990-96, employment conditions
generaly improved in both rural and urban areas. In this period too, the growth of
employment in the economy was accounted for entirely by the growth of urban employment,
but the growth of urban employment largely meant growth of regular employment. During
1996-2002, however, employment growth was due entirely to the phenomenal growth of
irregular employment in urban areas. Formal employment in urban areas showed a steep
decline and the growth of informal employment was not sufficient to prevent a rapid decline
in regular employment. The decline in formal employment, in turn, was due entirely to the
decline in employment in state and collective enterprises; employment in emerging private
enterprises in the formal sector was growing at a rapid rate. These trends in urban areas stand
in sharp contrast with what happened in rural areas, where employment conditions improved
quite substantially during the same period. This seems attributable to the healthy growth of
employment in TVEs on the one hand and to out migration of workers, which reduced
irregular employment, on the other.



Table2: Employment growth (per cent per annum) in sub-periods

1990-96 1996-2002
Rural Urban Total Rural Urban Total

State and collective enterprises - -0.2* - - -9.7
Emerging formal enterprises - 323 - - 16.3
TVEs 4.5 - - 3.2
Formal wage-employment 45 0.8 2.0 3.2 -6.2 -2.3
Informal wage-employment 134 227 15.6 45 9.0 5.9
Employment under “responsibility”

system -1.0 - - 0.0
Regular employment 12 2.6 1.6 12 -3.0 0.1*
Irregular employment -1.6 7.3 -4.9 -3.0 239 9.0
Total employment 0.1* 3.0 0.9 0.0 3.7 11

* not significantly different from zero. The growth rates are estimated by fitting trend equations to annual
data.

Source: Author’s estimates based on datain Appendix Tables A2.2 and A2.3.

The brief story of employment growth in urban China in the 1990s, then, is as follows. In the
first half of the 1990s, no serious reforms of state and collective enterprises were attempted
while private enterprises, formal and informal, were alowed to emerge. So the state and the
collective enterprises continued to carry the surplus labour they had accumulated over the
years and the growth of non-state enterprises (formal and informal) and individual businesses
generated new regular employment in the urban economy. Even in this period, irregular
employment was growing as rural surplus workers had begun to move to urban areas in
search of work; but both migration and irregular employment, given their small scale, could
be seen as norma features of development rather than as problems. The patterns changed
radically once reforms of state and collective enterprises were implemented and the control
over rura-to-urban migration was officialy relaxed in the mid-1990s. The state and the
collective enterprises embarked on speedy shedding of surplus labour and migration of rural
surplus workers to urban areas accelerated. Between 1996 and 2002, employment in state and
collective enterprises declined by a staggering 59 million (by 42.5 per cent). During the same
period, employment in newly emerging urban formal sector enterprises increased only by 16
million, so that forma employment in the urban economy declined by 43 million. Informal
employment was growing rapidly but this was not enough to prevent a decline in urban
regular employment by 23 million. Some of the urban job-losers joined the rural migrants to



swell the ranks of workers seeking irregular employment®3; the number of workers in
irregular employment in urban areas grew by 71 million between 1996 and 2002. Thus the
unfavourable employment trends in urban China during 1996-2002 seem to have resulted
largely from a process of elimination of the huge stock of surplus labour that production units
in both urban and rural areas had steadily accumulated over the years.™

How do these developments relate to the growth process? Table 3 sets out the estimates of
aggregate and sector-level growth of output and regular employment. Only regular
employment is considered since reliable estimates of irregular employment by sector are not
available. But a focus on regular employment also seems justified on a priori grounds. For, it
is arguable that growth of regular employment is a true indicator of growth of labour demand
while growth of irregular employment is a symptom of growing excess supply of labour.

Table 3: Output and employment, 1990-2002

Average annual rate of growth (%)

1990-96 1996-2002 1990-2002

Output

GDP 113 75 9.3
Agriculture 4.1 2.7 3.6
Manufacturing 14.6 8.7 11.2
Other industries 20.0 8.3 14.0
Services 9.4 7.9 8.5
Employment

Total 1.6 0.1* 0.8
Agriculture -0.9 -0.2* -0.4
Manufacturing 2.1 -3.1 -1.1
Other industries 35 0.4* 15
Services 7.2 24 4.6

Note: Growth rates are estimated by fitting a trend equation to annual data. Other industriesinclude “mining
and quarrying”, “electricity, gas and water” and “construction”. * indicates that the valueis statistically
equivalent to zero.

Source: Author’s estimates based on data from World Bank, World Development Indicators, 2004 (CD-ROM)
and from Appendix TablesA2.4—A27.

13 Some of the urban job-losers did find employment in the emerging informal sector, some became unemployed
and some withdrew from the labour force. Fang (2004) shows that the labour force participation rate of urban
residents fell from 72.9 per cent in 1996 to 66.5 per cent in 2002.

1 1n rural areas, migration was the mechanism par excellence for reducing surplus labour, which essentially
existed in farming households.



During 1990-96, when economic growth was spectacularly rapid, the growth of regular
employment (1.6 percent per annum) exceeded the growth of the labour force (1.1 percent per
annum). The pattern of employment growth was also what we would normally expect to
observe in a developing country context; agricultura employment declined and nornt
agricultural employment expanded. After 1996, economic growth slowed down quite
substantially (even though it still remained high). This slowdown coincided with the process
of shedding of surplus labour by production units (as discussed above); it is conceivable, even
likely, that the former induced the latter. The growth of regular employment in the economy
as awhole fell to zero in a period that witnessed acceleration in labour force growth (to 1.3
percent per annum). The process of labour transfer from agriculture to non-agriculture
virtually came to a halt. Regular employment in non-agriculture actually declined because of
a sharp decline in manufacturing employment.

A remarkable aspect of the growth process is that it has been associated with very high
growth of labour productivity in industry. Particularly noteworthy is the spectacular growth of
labour productivity in manufacturing in both sub-periods, during 1996-2002, when
manufacturing employment declined at a rate of more than 3 percent per annum, the growth
of labour productivity was nearly 12 percent per annum, only marginally lower than what it
had been in the preceding sub-period. These facts suggest that the poor employment effect of
growth during 1996-2002, particularly in manufacturing, is explained not only by the process
of shedding of surplus labour (crucially important though this was) but also by a process of
rapid technological change (involving growth of capital and skill intensity of output).®

In short, there were multiple factors simultaneously at work in the post 1996-period — the
urgency of shedding of surplus labour by state and urban collective enterprises, the
acceleration in migration of rural surplus workers, the slowdown in economic growth and the
process of rapid technological change in industry — that combined to produce worsening
employment conditions in urban China.

Changes in the structure of employment

It is aready clear that China's employment structure changed substantively and in somewhat
nontypical ways during the period under review. Here we take a closer look at these changes.

The data in Table 4 show the changes in the industrial distribution of employment.
Agriculture still remains by far the most important employer, though its importance has been
declining. On the other hand, the importance of services, the second most important
employer, has been rising. These are features that are quite typical in the context of
developing economies. There are two other changes, however, which are quite nontypical.
The first is that, despite the industrial revolution, the share of manufacturing in total
employment grew smaller between 1996 and 2002. The second is that, throughout the 1990s,
there was industrialisation of rural areas and de-industrialisation of urban aress.

15 The only sector where growth was empl oyment-intensive was services, but it was not the sector that recorded
the fastest growth.
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Table 4. Structure of employment (percentage distribution) by industry

1990 1996 2002
Total
Agriculture 52.7 (60.1) 47.8 (52.5) 442 (51.2)
Manufacturing 133 (15.2) 14.2 (15.6) 112 (23.0)
Other industries 5.7 (6.5) 6.5 (7.1 6.4 (7.4)
Services 15.9 (18.2) 225 (24.8) 24.6 (23.9)
Unspecified 124 - 9.0 - 13.6 -
Rural
Agriculture 68.8 (79.4) 65.9 (71.3) 65.4 (66.0)
Manufacturing 6.7 (7.7) 8.2 (8.9 9.1 (9.2
Other industries 3.6 (4.2 4.6 (5.0 6.0 (6.0)
Services 75 (8.7) 13.7 (14.8) 18.6 (18.8)
Unspecified 134 - 7.6 - 0.9 -
Urban
Agriculture 4.8 (5.3) 3.2 (3.6) 1.8 (2.9
Manufacturing 331 (36.6) 29.1 (33.1) 15.3 (25.1)
Other industries 12.1 (13.9) 114 (13.0) 7.2 (11.8)
Services 405 (44.7) 4.1 (50.3) 36.7 (60.2)
Unspecified 9.5 - 12.2 - 39.0 -

Note: Figuresin parentheses show the distribution of regular employment.

Source: Author’s estimates based on the datain Appendix TablesA2.1, A2.4 - A2.7.

Asin most developing countries, self-employment is the predominant form of employment in
China (Table 5). But, unlike in most developing countries, forma wage-employment is the
second most important form of employment. In terms of time-trends, however, the relative
importance of self-employment has remained stable, forma wage-employment has been
declining in importance and informal wage-employment has been rising in importance. The
most remarkable fact, once again, is that the change in the structure of employment was
healthier in the rural economy; the relative importance of self-employment declined while that
of formal and informal wage-employment increased, and irregular employment virtually
disappeared. In urban areas, in contrast, self-employment, informal wage-employment and
irregular employment have all grown in importance while the relative importance of formal
wage-employment declined. These changes, of course, were far more pronounced after 1996
than before.
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Table5: Structure of employment (percentage distribution) by status

1990 1996 2002

Total

Self-employment 56.1  (64.0) 56.3  (61.9) 545  (63.1)

Regular wage employment 315 (36.0) 34.7 (38.1) 319 (36.9
(Formal sector) 312  (35.6) 330 (362 273  (3L6)
(Informal sector) 0.3 (0.9) 17 (1.9 4.6 (5.3)

Irregular employment 124 - 9.0 - 136 -

Rural

Self-employment 73.7 (85.]) 75.3 (81.5) 769 (77.6)

Regular wage employment 129 (149 17.1 (18.5) 222 (2249
(Formal sector) 126 (145 16.0 (17.3) 193 (195
(Informal sector) 0.3 (0.4) 11 (1.2 2.9 (2.9)

Irregular employment 134 - 7.6 - 0.9 -

Urban

Self-employment 3.7 (4.1 89 (102 9.6 (15.7)

Regular wage employment 86.8 (95.9) 789 (89.9) 514  (84.3)
(Formal sector) 865 (95.6) 758 (86.4) 432  (70.9)
(Informal sector) 0.3 (0.3) 3.1 (3.5) 82 (134

Irregular employment 9.5 - 12.2 - 39.0 -

Note: Figuresin parentheses show the distribution of regular employment.

Source: Author’s estimates based on the datain Appendix TablesA2.1, A2.4 - A2.7.

These devel opments have brought about an important change in the rural-urban distribution of
nontagricultural employment; rural areas now account for a maority of regular non
agricultural jobs (Table 6). More significantly, in al nonagricultural sectors, the share of
rura areas in forma employment has been rising while that in informal employment has been
falling. In manufacturing and in “other industries’, rural areas aready account for the
majority of the formal jobs.
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Table6: Share (%) of rural areasin regular non-agricultural employment

1990 1996 2002

Manufacturing 375 414 54.7
Formal 35.0 36.4 52.3
Informal 80.9 71.2 61.7
Other industries 46.6 50.3 63.1
Formal 46.3 497 64.1
Informal 100.0 714 48.3
Services 359 437 50.2
Formal 212 25.4 36.6
Informal 78.2 70.0 63.5
Non-agriculture 383 440 534
Formal 317 345 47.8
Informal 78.7 70.3 62.8

Source: Author’s estimates based on the datain Appendix TablesA2.5-A2.7.

Unemployment

A mgor consequence of the reforms of the 1990s has been the emergence of open
unemployment in China's urban areas.’® The official estimates of registered unemployment,
based as they are on a narrow definition, seriously understate the magnitude of the problem.*’
However, the “adjusted” data on labour force and employment, recently published by the
NSB, alow estimation of unemployment rates according to internationally accepted
definition. Besides, independent surveys, analyses of data from the 2000 population census
and a fair amount of research effort have now made fairly reliable estimates of urban
unemployment available. These estimates are presented in Table 7.

18 |n rural areas, the household responsibility system ensures that each household has access to some land, so that
there is underemployment rather than open unemployment. However, rapid expansion of towns and cities has
led to conversion of rural agricultural land into urban real estates, thereby generating landlessness of sizeable
sections of rural population. These persons, who cannot really be called rural migrants, have no option but to
join the urban labour force and some of them could conceivably have become unemployed.

17« Registered urban unemployed persons refer to the persons with non-agricultural household registration at
certain working ages (16-50 years for meles and 16-45 years for females), who are capable of work, unemployed
and willing to work, and have been registered at the local employment service agencies to apply for ajob.” NSB,
China Statistical Yearbook, 2004 (CD-ROM), Explanatory Notes.
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Table 7. Urban unemployment rate (%)

All workers Workersregistered as urban residents Migrant
workers
“Adjusted” GPZ Population GPzZ Population HS Population
LFSdatal estimates? census of estimates? census of estimates* census of
2000° 2000° 2000°
1990 33
1991 34
1992 35
1993 35
1994 57
1995 6.0 4.0 6.1
1996 5.7 45 6.8 9.6
1997 6.1 5.0 77
1998 7.8 5.6 85
1999 7.3 5.9 9.0 11.6
2000 8.9 6.5 8.3 10.0 12.7 47
2001 6.9 7.0 10.8
2002 7.3 7.3 12.4

! Author’s estimates based on the datain Appendix Table A2.1.
2 Giles, Park and Zhang (2005) and Fang (2004).

3 Cited in Giles, Park and Zhang (2005).

4Household survey results cited in Knight and Xue (2004).

The estimates based on “adjusted” LFS data are derived by using the standard methodology.
The number of unemployed persons is estimated by subtracting the number employed from
the number in labour force. On the assumption that al unemployed persons are in urban aress,
the number in urban labour force is then estimated by adding the number unemployed to the
number employed in urban areas. The unemployment rate is the number unemployed
expressed as a percentage of the urban labour force. The “GPZ estimates’ are derived by
using data from China Urban Labour Survey, conducted by the Institute of Population and
Labour Economics (Chinese Academy of Social Sciences) in 2001, and from its follow-up
survey conducted in 2002 together with the detailed data available from the 2000 population
census. The “HS estimates” are based on data from household surveys, which cover only six
provinces.

The estimates suggest two main conclusions. First, urban unemployment really emerged as
problem only after 1993; the unemployment that existed during 1990-93 could be regarded as
frictional. Secord, urban unemployment has undoubtedly grown into a serious problem. For
workers who are long-term urban residents, the unemployment rate was 11-13 percent by
2002. The unemployment rate among rural migrants was much lower. This is not particularly
surprising; the fact that most rural migrants are in irregular employment means that they are
likely to face underemployment rather than unemployment. Moreover, when faced with
unemployment, rural migrants can be expected to move, either back to rural areas or to other
urban aress.
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Wages

Only limited data on wages are available. There are no published data on wages in informal
sector and the available data on wages in TVEs are sketchy. For the urban formal sector, wage
data are available for the whole period br state and collective enterprises; for the period
1993-2002 for “joint ownership” enterprises, “shareholding corporations’ and “foreign
funded” enterprises; and for the period 1998-2002 for “cooperative’ enterprises and “limited
liability corporations’.

The estimates of real wage growth, presented in Table 8, bring out two striking facts. Firgt,
real wage growth in urban formal sector enterprises was much faster during 1996-2002, a
period of worsening employment conditions, than during 1990-96, a period of improving
employment conditions. Second, during 1996-2002, real wage growth was fastest in state
enterprises, which were reducing employment at arapid rate.

Table8: Growth (per cent per annum) of real wagesin urban formal sector

1990-96 1996-2002 1990-2002

Average 5.7 11.8 7.9
State enterprises 4.8 120 7.5
Collective enterprises 3.2 9.7 5.9
Joint ownership enterprises - 10.6

Share holding corporations - 105

Enterprises funded by residents of Hong Kong, Macao

and Taiwan province - 8.0

Foreign funded enterprises - 10.7

Note: Money wages are deflated by the consumer price index for urban areasto estimate real wages. The
growth rates are estimated by fitting trend equations to annual data.

Source: Author’s estimates based on the datain Appendix Tables A2.9 and A2.10.

What explains these seemingly paradoxical developments? It is to be noted that consumer
prices in urban areas, which had grown at arate of 13.7 percent per annum in the first period,
remained virtually unchanged in the second period. The question, therefore, is. why did
money wages grow at such high rates in the second period despite price stability and a
growing dack in the labour market? It is not possible to seek an empirica answer to the
guestion, as adequate evidence is not available. But a plausible explanation could run as
follows. The observed combination of high growth of labour productivity with declining
employment during 1996-2002 strongly suggests that a process of rapid technological change
was under way in the urban industrial sector. This means that the average skill level of the
workforce in modern sector enterprises was rising rapidly. It is possible to imagine, then, that
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competition among enterprises for skilled labour led to rapid growth of wages of skilled
labour in al enterprises. In the case of state enterprises, the process of increasing the average
skill level of the workforce would have involved simultaneous laying-off of unskilled workers
and hiring of skilled workers, and this could explain why wage growth in state enterprises was
higher than in other newly emerging enterprises (which were in a position to ensure a desired
skill composition of the workforce right from the start). Thus skill-biased technological
change is the most likely explanation for the rapid growth of wages in the urban formal sector
during 1996-2002.18

The data in Table 9 show the relative wages across different types of enterprises. There are
three noteworthy facts. First, “foreign-funded” enterprises pay substantially higher wages than
state enterprises’®, though the wage gap has narrowed over time. Second, within the formal
sector, urban collective enterprises and TVES pay the lowest wages, indicating that these
enterprises employ rlatively less skilled labour than other formal sector enterprises. Third,
during 1996-2002, wage growth in urban collective enterprises and in TVES appears to have
been slower than that in state enterprises.®® This indicates a widening of the wage gap
between skilled and unskilled labour, which, of course, should be expected in a period of
skill-biased technological change.

Table9: Relative wages

1990 1993 1996 1998 2002
SOE 100.0 100.0 100.0 100.0 100.0
COE 73.6 734 68.5 69.5 59.6
Coop - - 78.9 73.7
JOE 105.9 109.2 109.9 96.8
LLC - - 101.1 93.2
SHC 146.4 1214 115.2 107.6
HKMT 145.7 132.7 130.8 106.9
FFE 150.5 1494 153.5 139.0
TVE 533 - - 65.0

Note: SOE — state-owned enterprises, COE — collective-owned enterprises, Coop — cooperatives, JOE — joint ownership
enterprises, LLC — limited liability corporations, SHC — shareholding corporations, HKMT —owned by residents of Hong
Kong, Macao and Taiwan, FFE — foreign-funded enterprises, TVE — township and village enterprises.

Source: Author’s estimates based on the datain Table A2.9.

18 Thisimp lies awidening wage-gap between skilled and unskilled |abour, between formal and informal sectors
and between urban and rural areas. For a discussion of the behaviour of skilled-unskilled wage differential in
manufacturing during 1980-95, see Woo (2002).

¥ Thisisin line with what has been observed in other countries. See Lipsey (2004) for some evidence.
20 The average wage in TVESs as percentage of the average wage in state enterprises was 53.3 in 1990, 60.8 in

1995, 66.3 in 1997, 65.0 in 1998 and 60.8 in 1999. Thus the indications are that wage growth was faster in TVES
than in state enterprisestill the mid-1990s but the pattern was reversed in the subsequent period.



16

4. Concluding observations

Urban employment conditions in China substantially worsened in the post-1996 period. The
average quality of employment declined (there were large declines in forma employment and
large increases in irregular employment), unemployment emerged as a serious problem, and
labour force participation fell as discouraged job seekers stopped searching for jobs. These
trends stand in sharp contrast with those observed in the first half of the 1990s as also with the
trends observed in the rura economy. Urban employment conditions had shown significant
improvement during 1990-96. Rural employment conditions improved throughout the period
1990-2002 as employment in TVES grew and irregular enployment declined.?*

The basic explanation for the trends lies in the growing difficulty of economic units in both
urban and rura areas in carrying the huge stocks of surplus labour that they had accumul ated
over the years as a result of past policies of administrative control over job allocation and
severe restrictions on migration. When, in the mid-1990s, state and collective enterprises were
allowed to shed surplus labour and rural surplus workers were allowed to move to urban areas
in search of work, formal employment rapidly declined and irregular employment rapidly
increased.? In rural areas, surplus labour existed in household farming rather than in TVEs
(which continued to increase employment), so that out migration of surplus workers had the
effect of reducing irregular employment.

The period 1996-2002 was also characterised by a slowdown in economic growth and arapid
process of skill-biased technological change in industria enterprises in the urban formal
sector. However, the rate of economic growth, despite the slowdown, remained high and the
skill-biased technological change is more relevant in explaining the pace and pattern of wage
growth (the rapid growth of average rea wage and the rising skill premium) than in
explaining the decline in employment in the formal sector.?® Thus these factors could only
have had minor influences on employment trends; nevertheless, they clearly contributed to the
worsening trend in urban employment conditions.

It is perhaps worth pointing out that the observed changes in employment conditions do not
have straightforward implications for poverty or income inequality. Our conclusions are based
on the judgement that formal employment is superior to informal employment, which in turn
IS superior to irregular employment. We also judge unemployment and non-participation in
the labour force as undesirable. These judgements have wide acceptability, but they do not tell
us much about incomes. There are no a priori grounds for supposing, for example, that
persons in irregular employment necessarily earn below-poverty-line incomes or that the rura
migrants, who engage in irregular employment in urban areas, earn less than what they could

21 The labour force participation rate in rural Chinawas also rising.

22 Unemployment increased mainly because many of the workers laid-off by the state and the collective
enterprises lacked the skills required to find new jobsin the emerging informal sector.

23 Skill-biased technological change can be expected to lower the employment intensity of output growth, but
thereis no reason why it should reduce employment while output is growing.
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have earned in rural areas. Similarly, while our evidence on wage movements does indicate
growth of inequalitzy, wage inequality is not the most important determinant of income
inequality in China.**

The challenge confronting China' s policy makers is clear: the rising trend in unemployment
and in irregular employment must be reversed without restricting rural-to-urban migration.?
This requires accelerated growth of regular employment. It is likely that state and collective
enterprises have by now completed the process of shedding surplus labour so that future
economic growth should increase formal employment in both rural and urban areas. This will
be helpful but, in al likelihood, will not be enough, particularly since the process of skill-
biased technological change can be expected to continue and China's accession to WTO is
expected to bring some disruptions in the urban formal sector.?® Attention, therefore, will
need to be focused on facilitating growth of informal enterprises. It is in this context that the
possibility of reorienting the growth strategy towards greater reliance on expansion of the
domestic market will need to be seriously considered. Policies designed to reduce China's
high domestic saving rate have to be high on the agenda.

24 The available direct evidence shows that the incidence of poverty (Headcount Index) in rural China declined
from 29.2% in 1990 to 13.8% in 1996 but then stopped declining. In urban China, it declined from 2.5% in 1990
to 0.6% in 1996 but then, once again, stopped declining. In both rural and urban China, income inequality was
rising throughout the period 1990-2002. See Chen and Ravallion (2004). It does seem, therefore, that the
worsening employment conditions in urban China halted the declining trend in poverty in both urban and rural
areas but did not affect the course of income inequality. However, thisis only an impression and not a result of
rigorous analysis. It is also important to note that the household surveys, which are used to measure poverty and
inequality, leave out the migrant population and hence give biased results.

% Therural sector still holds alarge number of surplusworkers. Restriction of rural-to-urban migration will
only exacerbate rural-urban and interregional inequalities.

26 On the possible consequences of China’s accession to WTO, see Bhallaand Qiu (2002), lanchovichinaand
Martin (2003), and Zeng (2005).
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Appendix 1: The problem of consistency between the “adjusted” and the
“unadjusted” estimates

The population census of 2000 showed China's labour force and employment to be
substantially larger than the estimates produced by the LFS, which used 1990 census as the
benchmark. This prompted the National Bureau of Statistics (NBS) to produce new
“adjusted” estimates of labour force and employment (total and its distribution between urban
and rural areas as well as over three broad sectors — agriculture, industry and services) for the
period beginning with 1990. These “adjusted” estimates, of course, are much higher than the
“unadjusted” estimates directly available from the LFS. Unfortunately, the method of
adjustment is not known and we must speculate on possible sources of discrepancy.

We know of two major changes that occurred in the period between 1990 and 2000. The first
was the change in the employment system that spurred growth of informal and irregular
employment in both rural and urban areas. The second was a progressive relaxation of control
on rural-to-urban migration in search of work opportunities. Given these changes, aplausible
explanation for the discrepancy between the “adjusted” and the “unadjusted” estimates that
suggests itself is that the LFS failed to cover the migrants from rural areas, who find irregular
wage employment in urban enterprises (e.g. casual work n construction, in cleaning and
maintenance of premises, in retail trade, in catering services, etc.) or engage in irregular self-
employment (such as street vending, domestic service, etc.) in towns and cities. This would be
the case if the urban sample in the LFS were drawn from the population officially registered
as urban residents and the rural sample were drawn from the population both officially
registered and actually resident in rural areas.

This explanation does seem to recelve some support from the data presented in the Table
below. These data, which show the positive deviations of the “adjusted” estimates of
employment from the “unadjusted” estimates, highlight one striking fact: the deviation for
rural employment steadily declined and that for urban employment steadily increased over
time. This is what we would expect to observe if we suppose the LFS to have left out of
account the rural migrants working in towns and cities. For it is plausible to suppose that,
initialy, rural migrants found work mainly in TVES or private enterprises located in smaller
towns, which would have counted as rura areas, and later began to move to large towns and
cities, i.e., to proper urban areas. The table suggests, moreover, that migration to large towns
and cities (i.e., urban areas) really began to grow after 1995, which seems quite plausible
since it was around 1995 that restrictions on migration began to be officially relaxed. An
analysis of data from the 2000 population census has shown that there were 85 million
persons who lived and worked in urban areas but had remained registered as rural residents.
More recent estimates suggest that the number of such persons reached 100 million by 2004.%°

27 See Fang (2004).
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Table Al1.1: Excessof “adjusted” estimates of employment over “unadjusted” estimates
(in millions)

Rural Urban Agriculture  Industry Services Total
1990 64.9 15.3 47.9 155 16.8 80.2
1991 57.5 137 41.4 138 16.0 712
1992 53.0 14.1 39.0 12.6 159 67.1
1993 43.2 226 371 13.1 15.6 65.8
1994 414 183 324 12.0 15.4 59.8
1995 39.9 17.0 25.1 12.1 19.7 56.9
1996 374 239 19.1 17.3 24.9 61.3
1997 30.9 305 17.4 22.1 219 61.4
1998 25.9 56.8 195 383 24.9 82.7
1999 20.8 68.2 28,6 383 27.9 89.0
2000 9.7 813 26.8 36.4 27.8 91.0
2001 8.3 914 37.1 35.7 28.6 99.7
2002 4.2 95.3 438 26.3 29.4 99.5

Source: Author’s estimates from the data available in NBS, China Statistical Yearbook, 2004 (CD-ROM),
Tables5-2, 54 and 5-6.

However, the explanation runsinto two difficulties. The first difficulty is that if we accept the
explanation, we would also have to accept that the total number of rural migrants was already
large in 1990, that it declined till 1995 and that it then rose. However, it is also noticeable that
the number of persons in irregular employment in urban areas apparently increased very
sharply in the period after 1997, when there was a sharp decline in urban formal employment.
This suggests that, at least from 1998 onward, not all those in irregular employment were
rural migrants. There is some independent evidence to show that some of the workers, laid off
by the state-owned and the collective-owned enterprises, also found irregular employment.?®
It seems, therefore, that the annual flow of rural migrants may well have been declining, but
irregular employment nevertheless kept growing because of large-scale lay-offs by state and
collective enterprises. However, it remains unclear why the LFS should have failed to cover
the laid-off workers, who obviously are registered urban residents.

The second difficulty is apparent from the data on sector-level differences between “ adjusted”
and “unadjusted” estimates of employment. These data seem to suggest that irregular
employment in agriculture has been and remains very substantial (it had declined till 1997 and
increased thereafter). This seems highly implausible. It is possible to imagine a process in
which workers in prosperous rura areas move out of agriculture into non-agricultural jobs
and migrant workers fill the space vacated thereby. But it is hard to imagine a Situation where
both rura migrants and urban laid-off workers move to agriculture when formal employment
declines in urban aresas. It is also difficult to see how, in the period since 1997, workers could
have moved to agricultural jobs without moving to rural areas.

28 See Fang (2004).
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These puzzles, unfortunately, must remain unresolved in this paper. We regard the “ adjusted”
data on employment in sectors — agriculture, industry and services — as unreliable and do not
use them. Our working hypothesis in this paper is that the “excess’ workers are essentially
rural migrants and urban laid-off workers who have found irregular employment in towns and
cities. The confirmation or rejection of the hypothesis must await further clarifications from
the NBS.
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Table A2.1: Labour force and employment (in millions)

Appendix 2: Statistical tables

25

Labour
force Employment (adjusted) Employment (unadjusted)
adjusted

Total Rural Urban Total Rural Urban
1990 653.3 647.5 484.8 162.7 567.3 419.9 147.4
1991 660.9 654.9 488.5 166.4 583.7 431.0 152.7
1992 667.8 661.5 491.1 1704 594.4 438.1 156.3
1993 674.7 668.1 486.0 182.1 602.3 442.8 159.5
1994 681.4 670.4 488.2 182.2 610.7 446.8 163.9
1995 688.6 676.8 490.4 186.4 619.9 450.5 169.4
1996 697.7 685.8 490.0 195.8 624.5 452.6 171.9
1997 708.0 694.8 490.7 204.1 633.4 459.8 173.6
1998 720.9 702.9 490.3 212.6 620.2 464.4 155.8
1998 727.9 710.5 490.0 220.5 621.5 469.2 152.3
2000 739.9 717.6 489.6 228.0 626.6 479.9 146.7
2001 744.3 726.9 491.0 235.9 627.3 482.7 144.6
2002 753.6 734.3 486.9 244.4 634.8 485.7 149.1

Note: The estimated employment of persons from Hong Kong, Macao and Taiwan province of China as also of
foreigners (these estimates are presented in Table A2.8) is subtracted from total and urban employment. Also,
for the years 1990-93, some adjustments of the “unadjusted” rural and urban employment had to be made in
order to make them consistent with the data on employment by type (see Tables A2.4 — A2.7 below). These
adjustments called for corresponding adjustments in the “adjusted” estimates for the years 1990-93 since, for
any given year, the “adjusted” estimate must equal the sum of the “unadjusted” estimate and the corresponding
excess (Table Al.1).

Source: NBS, China Statistical Yearbook, 2004 (CD-ROM), Table 52; Table A1.1 above; Tables A2.2 and

A2.3 below.
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Table A2.2: Rural employment by type (in millions)

TVEs EP ES RS IRR Total
1990 61.3 11 26.5 331.0 64.9 484.8
1991 61.8 1.2 285 339.5 575 488.5
1992 66.6 1.3 324 337.8 53.0 491.1
1993 70.7 1.9 404 329.8 43.2 486.0
1994 74.0 3.2 457 323.9 414 488.2
1995 76.3 4.7 50.2 319.3 39.9 490.4
1996 78.2 55 51.2 317.7 374 490.0
1997 79.5 6.0 54.8 319.5 30.9 490.7
1998 78.0 7.4 58.5 320.5 25.9 490.3
1999 79.8 9.7 56.7 323.0 20.8 490.0
2000 85.2 114 60.2 3231 9.7 489.6
2001 89.9 119 60.3 320.6 8.3 491.0
2002 94.8 141 60.5 316.3 4.2 489.9

Notee TVE — employment in township and village enterprises, EP — employment in registered small private
enterprises, ES — registered self-employment, RS — employment under rural responsibility system and IRR —
irregular employment. The figures on employment in TVEs are the author’ s estimates based on the estimates of
sector-specific employment in TVEs presented in Tables A2.4 — A2.7 below. The method of estimation of RS
isexplained inthe noteto Table A2.4.

Source; Table Al.1 above; TablesA2.4— A2.7 below.




Table A2.3: Urban employment by type (in millions)
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TF EF EP ES IRR Total
1990 139.1 1.6 0.6 6.1 153 162.7
1991 142.9 2.2 0.7 6.9 13.7 166.4
1992 145.1 2.8 1.0 7.4 141 170.4
1993 143.1 5.2 1.9 9.3 22.6 182.1
1994 141.0 7.4 3.3 12.3 18.3 182.2
1995 140.4 8.7 4.9 15.6 17.0 186.4
1996 139.0 9.4 6.1 174 239 195.8
1997 135.9 10.8 7.5 194 30.5 204.1
1998 107.2 16.3 9.7 22.6 56.8 212.6
1999 99.9 17.8 105 241 68.2 220.5
2000 93.3 193 12.7 21.4 813 228.0
2001 86.5 21.4 153 21.3 91.4 235.9
2002 79.9 25.7 20.0 235 95.3 244.4
Note TF — employment in traditional formal enterprises (state-owned and collective-owned), EF —

employment in emerging formal enterprises (cooperative enterprises, joint ownership enterprises, limited
liability corporations, shareholding corporations and foreign-funded enterprises including those funded by
residents of Hong Kong, Macao and Taiwan province of China), EP — employment in registered small-scale
private enterprises, ES— employment in registered individual businesses, and IRR — irregular employment.

Source: Table Al.1 above; TablesA2.4— A2.7 below.
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Table A2.4: Regular employment in agriculture by type (in millions)

Urban Rural Total
TF EF El Total TVEs El RS Total

1990 7.8 0.0 0.0 7.8 2.4 0.0 3310 3334 341.2
1991 7.7 0.0 0.0 7.7 2.4 0.0 339.5 341.9 349.6
1992 7.6 0.0 0.0 7.6 2.6 0.0 337.8 340.4 348.0
1993 7.1 0.0 0.0 7.1 2.8 0.0 329.8 332.6 339.7
1994 6.8 0.0 0.0 6.8 2.6 0.6 323.9 326.5 333.9
1995 6.6 0.0 0.1 6.7 3.1 1.1 319.3 3235 330.2
1996 6.2 0.0 0.2 6.4 34 1.6 317.7 322.7 329.1
1997 6.1 0.0 0.3 6.4 2.8 2.3 319.5 324.6 331.0
1998 55 0.0 0.4 5.9 2.7 3.2 320.5 326.4 332.3
1999 52 0.0 0.4 5.6 25 3.8 323.0 329.3 334.9
2000 49 0.0 0.4 53 2.2 3.0 323.1 328.3 333.6
2001 4.6 0.0 0.4 5.0 2.0 2.1 320.6 324.7 329.7
2002 43 0.0 0.4 47 2.1 1.8 316.3 320.2 324.9

Note: El is employment in emerging informal enterprises and equals (EP + ES). The acronyms are explained
in notes to Tables A2.2 and A2.3. Data on agricultural employment in TF, EF and El are directly available.
We also assume the directly available data on agricultural employment in TVESs to be valid. Since data on
agricultural employment in rural areas are aso directly available, we estimate employment under
“responsibility system” as residuals (agricultural employment in rural areas — agricultural employment in TVEs

— agricultural employment in rural EI).

Source: NBS, China Statistical Yearbook, 2004 (CD-ROM), Tables 56, 57, 5-10, 5-12, 5-16 and 5-17; and
NBSand MOLSS, China Labour Statistical Yearbook, 2003 (CD-ROM), Tables 1-18 and 7-3.




Table A2.5: Regular employment in manufacturing by type (in millions)

29

Urban Rural Total
TF EF El Total TVEs El Total

1990 517 1.3 0.9 539 285 3.8 323 86.2
1991 52.6 1.8 1.3 55.7 285 4.2 3R7 884
1992 52.8 2.3 1.3 56.4 30.2 45 347 o1.1
1993 50.3 4.3 1.8 56.4 315 5.1 36.6 93.0
1994 484 5.9 2.7 57.0 312 7.3 385 955
1995 475 6.9 34 57.8 30.6 9.1 39.7 975
1996 45.7 7.2 4.0 56.9 303 9.9 40.2 97.1
1997 425 8.3 45 55.3 29.6 10.7 40.3 95.6
1998 26.2 115 5.6 433 27.2 121 39.3 82.6
1999 27 12.3 6.0 41.0 26.2 133 395 80.5
2000 19.3 131 6.3 387 28.1 13.0 411 79.8
2001 16.2 139 7.2 373 304 12.6 43.0 80.3
2002 133 15.8 8.2 373 319 132 45.1 824

Note: The acronyms are explained in notes to Tables A2.2 — A2.4 Persons from Hong Kong, Macao and
Taiwan province as also from foreign countries, who are employed in China's manufacturing industries, are

excluded from the estimates of urban manufacturing employment.

Data on manufacturing employment in

TVEsaredirectly available but are not consistent with the data on rural manufacturing employment and rural El
employment that are also directly available. So we have estimated manufacturing employment in TVES as

(rural manufacturing employment — rural El in manufacturing).

Source: NBS, China Statistical Yearbook, 2004 (CD-ROM), Tables 5-6, 57, 510, 512, 5-16 and 5-17; NBS
and MOLSS, China Labour Statistical Yearbook, 2003 (CD-ROM), Table 1-18.
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Table A2.6: Regular employment in other industries by type (in millions)

Urban Rural Total
TF EF El Total TVEs El Total

1990 19.7 0.0 0.0 19.7 17.0 0.2 17.2 36.9
1991 205 0.0 0.1 20.6 17.1 0.2 17.3 37.9
1992 21.0 0.0 0.1 21.1 185 0.2 18.7 39.8
1993 230 0.0 0.2 232 19.9 0.5 20.4 436
1994 220 0.2 0.2 24 20.3 0.3 20.6 430
1995 220 0.2 0.4 226 21.1 0.9 220 446
1996 215 0.4 0.4 223 21.6 1.0 226 449
1997 209 0.5 0.5 219 27 1.0 237 456
1998 16.6 18 0.7 19.1 22,6 1.3 239 43.0
1999 14.9 2.2 0.8 17.9 24.0 1.3 25.3 432
2000 13.6 25 0.9 17.0 25.7 1.2 26.9 439
2001 125 3.1 1.0 16.6 26.7 13 28.0 44.6
2002 11.2 4.6 15 17.3 28.2 1.4 29.6 46.9

Note: The acronyms are explained in notes to Tables A2.2 - A2.4. Other industries include “mining and

quarrying”, “electricity, gas and water” and “construction”. In rural areas, however, other industries essentially
mean “construction”. For the years 1990-93, urban employment in other industries derived from separately
available data on employment in TF, EF and El sectors fell short of urban employment in other industries
available elsewhere. Rural employment in other industries, therefore, had to be adjusted upwards. Employment
in TVEsisderived as “rural employment in other industries’” — “rural EI” in other industries.

Source: NBS, China Statistical Yearbook, 2004 (CD-ROM), Tables 5-6, 57, 510, 512, 5-16 and 5-17; NBS
and MOLSS, China Labour Statistical Yearbook, 2003 (CD-ROM), Table 1-18.




Table A2.7: Regular employment in services by type (in millions)
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Urban Rural Total
TF EF El Total TVEs El Total

1990 59.9 0.3 5.8 66.0 16.2 20.8 37.0 103.0
1991 62.1 0.4 6.2 68.7 16.9 22 30.1 107.8
1992 63.7 0.5 7.0 712 18.3 26.0 443 1155
1993 62.7 0.9 9.2 728 16.5 36.7 53.2 126.0
1994 63.8 13 12.6 77.7 19.9 40.7 60.6 138.3
1995 64.3 1.6 165 724 215 438 65.3 147.7
1996 65.6 1.8 18.9 86.3 229 442 67.1 153.4
1997 66.4 2.0 216 90.0 24.4 46.8 712 161.2
1998 58.9 3.0 25.6 875 255 49.3 74.8 162.3
1999 57.1 3.3 274 87.8 27.1 48.0 75.1 162.9
2000 55.5 3.7 26.5 85.7 29.2 54.4 83.6 169.3
2001 53.2 4.4 28.0 85.6 30.8 56.2 87.0 172.6
2002 51.1 5.3 334 89.8 P26 58.2 90.8 180.6

Note: The acronyms are explained in notes to Tables A2.2 — A2.4. For the years 1990-93, estimates of urban
employment in services derived from the data on employment in TF, EF and El sectors fell short of the
estimates of urban employment in services directly available elsewhere. We judged it appropriate to adjust
upwards the estimates of rural employment in services for these years so as to keep the estimates of total
employment in services unchanged. The estimates of employment in TVESs are derived as. rural employment
in services — rura El (which includes rural employment in “others’) in services. For the years 1990-93, the
additional employment in services resulting from the upward adjustment was equally split between TVE and EI.

Source: NBS, China Statistical Yearbook, 2004 (CD-ROM), Tables 5-6, 57, 510, 512, 5-16 and 5-17; NBS
and MOLSS, China Labour Statistical Yearbook, 2003 (CD-ROM), Table 1-18.
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Table A2.8: Persons from Hong Kong, Macao, Taiwan province and foreign countries
working in mainland China (in millions)

Agriculture  Manufacturing Other Services Total
industries
1990 0.0 0.0 0.0 0.0 0.0
1991 0.0 0.0 0.0 0.0 0.0
1992 0.0 0.0 0.0 0.0 0.0
1993 0.0 0.0 0.0 0.0 0.0
1994 0.0 0.6 2.0 15 4.1
1995 0.0 0.5 1.9 1.4 3.8
1996 0.0 0.5 2.2 1.0 3.7
1997 0.0 0.5 1.7 12 3.4
1998 0.0 0.6 1.6 1.4 3.6
1999 0.0 0.6 1.6 12 34
2000 0.0 0.6 1.5 11 3.2
2001 0.0 0.5 1.7 11 33
2002 0.0 0.7 15 0.9 31

Note: These are estimated as residuals: the directly available estimate of urban regular employment minus
“staff and workers’ in TF and EF enterprises plus urban El. It is assumed that persons from outside mainland
Chinawork only in urban areas.

Source: NBS, China Statistical Yearbook, 2004 (CD-ROM), Tables 56, 57, 510, 512 and 517; NBS and
MOLSS, China Labour Satistical Yearbook, 2003 (CD-ROM), Table 1-18.




Table A2.9: Average money wage (Yuan per annum) of staff and workers

SO CO Coop JO LLC SHC HKMT FFE TVE

1990 2284 1681 - - - - - - 1217
1991 2477 1866 - - - - - -

1992 2878 2109 - - - - -
1993 3532 2592 - 3741 - 5171 5147 5315

1994 4797 3245 - 4982 - 6383 6376 6533
1995 5625 3931 - 6056 - 7277 7484 8058 3419
1996 6280 4302 - 6856 - 7623 8334 9383

1997 6747 4512 - 7310 - 7693 9329 10361 4476
1998 7668 5331 6054 8431 7750 8833 10027 11767 4988
1999 8543 5774 6709 9501 8632 9720 10991 12951 5193
2000 9552 6262 7473 10663 9766 11131 11914 14372
2001 11178 6867 8398 11887 10993 12385 12544 16101
2002 12869 7667 9484 12451 11997 13850 13756 17892

Note: SO - state owned, CO — collective owned, Coop — cooperatives, JO — joint ownership, LLC — limited
liability corporations, SHC — shareholding corporations, HKMT — owned by residents of Hong Kong, Macao
and Taiwan, FFE — foreign-funded enterprises, and TV E — township and village enterprises.

Source: China Statistical Yearbook, 2003 (CD-ROM), Tables5-21 and 5-33; OECD, China in the World
Economy: the Domestic Policy Challenges (Paris, 2002), Table 16.5
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Table A2.10: Average money wage of staff and workersin urban formal enterprises
and consumer priceindices

Consumer priceindices
Money wage
(average)
Urban Rural All
1990 2140 165.4 165.1 165.2
1991 2340 173.8 168.9 170.8
1992 2711 188.8 176.8 181.7
1993 3371 219.2 201.0 208.4
1994 4538 274.1 248.0 258.6
1995 5500 320.1 291.4 302.8
1996 6210 348.3 314.4 327.9
1997 6470 359.1 322.3 337.1
1998 7479 356.9 319.1 334.4
1999 8346 352.3 314.3 329.7
2000 9371 355.1 314.0 331.0
2001 10870 357.6 316.5 333.3
2002 12422 354.0 315.2 330.6

Note: Inthe available data series, the baseyear is 1978 for the urban index and 1985 for the other two indices.
We have converted the avail able urban index seriesto a series with base year 1985.

Source: NBS, China Statistical Yearbook, 2004 (CD-ROM), Table 9-2.




2004/1
2004/2

2004/3

2004/4

2004/5

2004/6
2004/7

2004/8
2004/9

2004/10

2004/11
2004/12

2004/13

2004/14

2004/15

2004/16

2004/17

EMPLOYMENT STRATEGY PAPERS

Macroeconomic reforms and a labour policy framework for India, by Jayati Ghosh

Macroeconomic reforms, labour markets and labour policies. Chile, 1973-2000, by
Guillermo Campero

Employment and labour market effects of globalization: Selected issues for palicy
management, by Haroon Bhorat and Paul Lundall

Successful employment and labour market policies in Europe and Asia and the Pacific, by
Claire Harasty (ed.)

Global poverty estimates and the millennium goals: Towards a unified framework, by
Massoud Karshenas

The labour market effects of US FDI in developing countries, by Robert E. Lipsey

Industrial relations, socia dialogue and employment in Argentina, Brazil and Mexico, by
Adaberto Cardoso

Global employment trends for women, 2004, by Sara Elder and Dorothea Schmidt

Agricultural productivity growth, employment and poverty in developing countries, 1970
2000, by D.S. Prasada Rao, Timothy J. Coelli and Mohammad Alauddin

Efectos de la apertura comercial en € empleo y e mercado laboral de Méxicoy sus
diferencias con Argentinay Brasil (1990-2003), by Enrique Dussel Peters

Capita inflows and investment in developing countries, by Ajit K. Ghose

Reaching Millennium Goals. How well does agricultura productivity growth reduce
poverty?, by Nomaan Mgjid

Labour market policies and regulations in Argentina, Brazil and Mexico: Programmes and
impacts, by Adriana Marshall

Estimating growth requirements for reducing working poverty: Can the world halve
working poverty by 2015?, by Steven Kapsos

Insights into the tenure-productivity-employment relationship, by Peter Auer, Janine Berg
and lbrahima Coulibaly

Imputation, estimation and prediction using the Key Indicators of the Labour Market
(KILM) data set, by Gustavo Crespi Tarantino

Employment, productivity and output growth, by Oliver Landman



2005/1

2005/2
2005/3
2005/4

2005/5

2005/6

2005/7

2005/8
2005/9

2005/10

2005/11

2005/12

Protected mobility for employment and decent work: Labour market security in a
globalised world, by Peter Auer

Mercado de trabgjo juvenil: Argentina, Brasil y México, by Maria Cristina Cacciamali
Productivity growth and poverty reduction in developing countries, by Andrew Sharpe

Towards a national action plan for youth employment in the Azerbaijan Republic, by
Martin Godfrey

Caractéristiques et déterminants de I'emploi des jeunes au Cameroun, by G.B Njike
Njikam, R.M. Lontchi Tchoffo and V. Fotzeu Mwaffo

Chdmage et employabilité des jeunes au Maroc, by Noureddine El Aoufi and
Mohammed Bensaid

Characteristics and determinants of youth unemployment, underemployment and
inadequate employment situations in Ethiopia (forthcoming)

Chomage et conditions d'emploi des jeunes au Mdi, by Fousseini Traoré

Y outh employment in Vietnam: Characteristics, determinants and policy responses, by
Dang Nguyen Anh, Le Bach Duong and Nguyen Hai Van

Towards a new balance between labour market flexibility and employment security for
Egypt, by Maria Sabrina de Gobbi and Alena Nesporova

Macroeconomic policies for higher employment in the era of globdization, by Amit
Bhaduri

The employment intensity of growth: Trends and macroeconomic determinants, by
Steven Kapsos



