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Abstract

The economic growth of China continuously relies on investment, which cau-
ses a fast increase of the capital-labor ratio, along with an increase of the capital-
output ratio. As a result, the continuous decline of income on investment makes
the capital formation insensitive to the economic growth, and makes the employ-
ment growth significantly lag behind the economic growth. So how to coordinate the
relationship between the economic growth and the employment growth is always a
main content in macroeconomic control of Chinese government and a hot issue dis-
cussed in theory circle,

Since long ago, the theory circle had a wrong idea that employment is deriva-
tive and subordinate and attached to the economic growth | paying less attention to
employment and labor market, so the ultimate way to solve the employment prob-
lem is to speed up economy. This point of view is one-sided because there is a
problem of how much it can be realized. Employment problem has to be solved
fundamentally by its development. We cannot discuss the relationship between em-
ployment and economic growth by separating it from the stage of social develop-
ment. This book comes to a conclusion on adequate analysis of theories and empir-
ical research that China should advance economy by promoting employment through
adjusting economic growth pattern on the foundation of good interaction of capital
and labor force.

The book discusses changing mode of economic growth aimed at problems a-
bout capital deepening, underemployed, domestic demand weakness, employment
growth and employment structure lagging behind the economic growth and econom-
ic structure, and economic growth rate declining heavily under the background of
economic system reform and economic development transition.

It deduces the development of employment during economic transition of Chi-
na according to the operations of labor market since reform and opening to the out-
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Abstract

side and dynamic analysis about employment growth, employment structure and
changing of labor productivity; and then it discusses that the type of economic
growth change from capital driving to employment promeoting upon condition of su-
perabundance of both capital and labor combining “3 - section” on transition of
employment system and labor market ; thus the new relation mode between employ-
ment and economic growth and some corresponding countermeasures and sugges-
tions are put forward.

On the basis of dynamic analysis, math modal and statistics, this book resear-
ches the relationship between the functions of employment and economic growth on
employment quantity, employment structure and labor productivity, then proves
the relevance of employment and economic growth and proclaims that flexibility of
economics growth to employment increase is very small while flexibility of employ-
ment increase to economics growth is very large, and will be much larger in the fu-
ture.

Then the book will put the labor into a compound - factor framework, begin-
ning with the factors which take part in the development of the economy, such as
system, capital, construction, labor, consumption, foreign trade, etc. forming an
index system including flux index, capital deposit index, human capital deposit in-
dex, industry construction changing index, employment construction changing in-
dex, changing of the workers population, productivity changing index, total retail
sales of consumer good index, export changing index, etc, and constructing an e-
conometric model. From the analysis and the contribution rate of these factors by
operation and testing, we can educe that labor plays an important factor in the de-
velopment of china’s economy. The flexibility coefficient of labor productivity to e-
conomic growth is 0. 88, it means that if the labor productivity increase 1% , the
economy will have a 0. 88% growth. China’s labor productivity rises 6.71% . per
year in average; with the rate of contribution to the economy of 62.93% during
1978 —2003. It’s on the top of other factors, next is substance capital (investing
factor) , with contribution rate of 31.95% , and a lower flexibility rate of 0. 16;
the third one is workforce factor, with contribution rate of 6. 69% but lower aver-
age labor productivity growth rate of 2. 5% per year and a higher flexibility coeffi-
cient of 0.25. Workforce factor is more important to the development of economy.
So we shall make full use of the abundant resource of work force in China to pro-
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mote economic growth by enlarging employment scale.

According to the analysis above, economy has entered the later stage of trans-
formation, on the basis of prediction of supply and demand of labor market, the
change of economic growth form, and the analysis of time series on rates of labor —
output, capital — output, and capital — labor. The amount of new position of work
has come to exceed the old, more and more new labors get these jobs, most of the
unemployed enter such new fields, the rate of unemployment begins to fall down.
This book also sets forth the tendency and the demand about the change from in-
vestment — promoting economic growth to the employment — promoting economic

growth under the new period. Work out the frame of economic form accelerated by

employment stating from the major factors of economic growth, guided by gov-
emment macro — control, aiming at economic growth, composed mainly of employ-
ment service and employers, and centered by employment, the fast development
can be achieved, supported by other related factors, under the condition of fine la-
bor market, and then with the push of investment, it accelerates and protects its
fast growth ; finally it presents the strategic thoughts and policy choices. In conclu-
sion, the key strategy is encouraging full employment, making and carrying out al-
location both in amount and quality, and protecting the rights of labor force, in-
creasing the amount of positions and propelling economic growth, on the condition
of the increase of productivity.

The main views and innovations of this book are as follows:

1. Making a break through of the idea that employment is attached to eco-
nomic growth, putting forward the possibility of solving employment problems by e-
conomic growth, expressing explicitly the positive influence of employment on eco-
nomic growth.

2. Basing on the time array regression and elasticity analysis of the relation
between Chinese labor employment and the stage of it economy development, it
points out that there is highly connection between each aspect of labor employment
and economy development, and come to that both of them have entered in the later
stage of shunt.

3. By constructing multi ~ factors economy growth model, it points out the e-
lasticity and of each economical influence factor, and labor employment has stron-

gest effect on the growth of Chinese economy, especially from the part of labor pro-
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ductivity and employment amount.

4. Tt proposes the view and the model that increasing the labor employment
will enhance the economy growth of China. '

There are still much relative but uninvolved study in this book because of the
limitation of available data, the emphases and length of this book, as well as the
huge amount of the questions.

1. It ought to enhance the systematic theory of Employment — Growth model.

2. There is a possibility to further study on interact mechanism of investment

and ‘employment on economical growth.

Key Word: Employment Promotion ; Economical Growth; Model Choice
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