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Abstract

It is not only an important theoretic question to make the
relationship between investment, economic growth and employment
clearly, but also a practice question with realistic significance. We once
thought that high investment and high economic growth are the most
effective and direct way to solve unemployment. In the course of
industrialization, a large number of rural laborers had transferred to the
city, from agriculture to industry, from covert unemployment to normal
employment. But now the situation is changing, economic growth and
unemployment coexist in Chinese present economic development. High-
speed investment and economic growth have not brought a large amount
of employment, but instead made the job more unstable, unemployed
people include ones who are experienced or had higher education.
According to National Bureau of Statistics, in the 1980s, a percentage
point of economic growth, can make out 2.4 million posts, but since
1990, can only increase 0.7 million posts, the pulling effect of economic
growth to employment obviously dropped. According to another
research of International Monetary Fund, after controlling the effect by
increasing wage, the GDP elasticity of employment in China was 0.52 in
1978-1993, and 0.20 in 1993-2000. Before the 1993, GDP grew a
percentage point, employment increased 0.52 percentage point, while
only 0.2 percentage point after the 1993. The ability of investment to
improve employment also dropped. In 1980, the total investment in
fixed assets in the whole municipality grew 16.6 percentage points on
average annually, the investment elasticity of employment is 0.286; from
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the year 1990 to now total investment in fixed assets in the whole
municipality grows 21.2 percentage points on average annually, but the
investment elasticity of employment lower to 0.09.

The investment elasticity of employment declines, which means
that if we want to increase one unit employment, we need to add more
extra units investment. But it's unpractical to improve employment only
by investment, the rate of investment exceeds 40% after all, which
already is very high, we can't expect the rate of investment of China to
have larger ascending space. Then, how much the gap between
employment opportunity and people uneniployment on earth at
present? Now there are 14 million urban laid-off workers, about 10
million workforce of the right age every year, and about 150 million
spare countryside workforce who have to shift out. If we want to finish
this transfer in the following 20 years, we need to shift 7. 5million
people every year, but the society only create about 8 million posts
every year in recent years. The gap is so big.“ Hot potato of obtaining
employment ” and investment with high-speed coexist in China, which
can not be well explained by the existing economic theory obviously.
Before probing into the Chinese economic growth and employment
question, we need to analyze basic impetus, growth mode of Chinese
economic growth, etc. on the basis of reality that investment is the main
impetus to economic growth, this paper regards investment and the
change of investment structure as main explanation variables to the
employment issue in China, carries on systemic analysis to the effects
of investment of different industries, different subjects and different
capital sources to employment, and then studies the realistic
contradiction between Chinese employment growth and structural
adjustment, its restraining terms and how the function to come true .

For a long time, economists have paid attention to the relation and
effects of investment and economic growth all the time. While the
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relation of investment and employment, the role of investment and
investment structure in improving employment have been ignored by
macroeconomics all the time. This paper tries to do preliminary
theoretic analysis and take check up the relation of investment with
demonstration, changes of investment structure and employment. On the
basis of introducing change index of investment structure, this paper
examines the influence of change of Chinese investment structure on
employment since the reform and opening-up with demonstration, and
obtains conclusions: regarding the beginning of 1990s as the watershed,
before this, the change of Chinese investment structure had a positive
influence on domestic employment, after this, the positive influence
disappear.

The results of demonstration analysis are as follows, when the
proportion of primary industry, secondary industrial investment
enhances, the entire society work force drops; while ascends when the
tertiary industry proportion enhances. Developing the tertiary industry
to-solve employment question is a general choice for all countries, but
the Chinese tertiary industry development greatly falls behind the
countries on same development level, the labor force shift to the tertiary
industry slowly, the proportion of the tertiary industry employment is
obvious somewhat low. The capital deepening and the technical choice
way of capital substituting work force is the main reason why industry
has smaller labors; The changes of element structure is the main reason
why the structure of interior output value and employment in service
industry are asymmetrical; Service industry development do not
balance, which is the depth reason why the employment distribution is
uneven.

The distinction of the investment elasticity of employment
between different investment subjects is obvious, the results manifest
that the state-owned investment elasticity of employment is 0.258, the
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folk investment elasticity of employment is 0.754.The state-owned
investment elasticity of employment is not high, the main reason is that
the state-owners enterprises release redundant employment with reform
deepening. As a result, the increment of the state-owned investment can
't bring a great deal of employment, by contrary, even laid-off people
possibly increase. Another result is, the investment and laid-off quantity
in state-owners enterprises exist the positive relation, related coefficient
comes to 0.939. From the comparison between regions, the rate of
employment is higher in the region which folk invest flourish, such as
Guangdong, Zhejiang and Jiangsu. This also indicates, the folk economy
is main economic type that absorbs employment, if want to resolve the
employment problem in China, need to encourage strongly and support
the folk investment.

The flexibility of investment of different funds sources to
employment from big to small one by one in order is: the business
enterprise raising by oneself and others, domestic budget, domestic loan
and foreign capital. Under the policy direction that prefer to economic
growth, increasing investment from financial budget has the tendency of
negative influence to employment, so its influence to employment is
very limited. The results of demonstration analysis manifest, in 1998-
2000, active financial policy in China promoted the employment except
employment in agriculture to increase 0.57%,0.73% and 0. 70%
respectively, thereinto, national debt investment promotes 0.36,0.47 and
0.38 percentage points respectively. Obviously, the pulling function of
through active financial policy to improve employment is relative
limited, depending on enlarging the government budget to invest can't
solve the employment problem in China. FDI not only have direct
pulling effects to employment and but also have indirectly negative
influence by extruding domestic investment and promoting the rate of
production level. The results of analysis shows, the FDI increasing one
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percentage point will cause the employment to directly increase 0.052
percentage point, indirectly lower 0.044 percentage point employment
opportunities at the same time, thus arouse the employment to actually
increase 0.008 percentage point. To sum up, contribution of FDI to
domestic employment is relative limited. At the same time, the result of
demonstration analysis expresses, the FDI is not the reason why
domestic employment grows.

In summary, as the investment elasticity of employment gradually
drops and the ability of investment creating employment opportunity
unceasingly weakens, it is very important to adjust investment structure
to increase employment openings. However, this paper finds that since
the 1990s, the change of investment structure in China has been
disadvantageous to the entire social employment quantity growth.
Therefore, it appears important and urgent to transit investment growth
way, to adjust and optimize investment structure, and to enlarge the
investment elasticity of employment. On the basis of the analysis
before, this paper gives policy suggestion as follows: the first is to
establish investment pattern that focus both on economic and
employment growth. On the one hand, because Chinese population is
large, the economic basis is thin, economic development is relatively
behind, in order to surpass the step of developed country, and achieve
our country's long term strategic target, we must vigorously develop
economy, make the national economy to maintain the necessary high
developing speed. At the same time, only has maintained the high
developing speed, can we expand the employment scale at a higher level.
On the other hand, we must also fully consider the reality that the
contradiction between supply and demand of our country labor force is
extremely prominent, and put promotion employment and
reemployment on a more important position, even under peculiar
circumstance (for example when employment contradiction affects social
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stability), we'd rather sacrifice the economy developing speed, and
guarantee enough employment posts, control unemployment rate in
reasonable limit. Under this request, we should choose the most
potential investment strategy to create employment: In the economic
type, pay attention to develop the nonpublic-owned economy; in
industrial type, pay attention to devclop tertiary industry; in the
financing way, pay attention to open up the capital source channel; in
enterprise scale, pay attention to support middle and small-scale
enterprise. The second is to expand tertiary industry investment, adjust
and optimize investment industrial structure, the paper suggests policy
measures underlying: bringing effective industrial policy into effect,
being clear about the goal of service industry development, adjusting
internal structure of service industry; create good economic environment
for service industrial vigorously development from financial and taxation
policy; greatly supporting service industry especially for the service
industry in community from the financial and credit policy; speeding up
the urbanized course, encouraging small ciiy moderately to expand;
develéping vigorously service industry, increasing the capacity of
employment in production service industry; relaxing service industry
market to enter, eliminating the system barrier which obstructs tertiary
industry development. The third is to encourage and support folk
investment, adjust and optimize the structure of investment subject. The
paper suggests policy measures underlying relaxing the investment
domain; eliminating policy discrimination; expanding financing channel;
lightening unreasonable burden; perfecting social service system. The
fourth is to speed up the financing organizational reform, adjust and
optimize the structure of capital source. This paper suggests policy
measures underlying: liberating thought transiting ideas; speeding up the
reform step, strengthening enterprise's investment status; standardizing
government ' s investment behavior, consummating macroscopical
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regulation and control system; further deepening the bank organizational
reform, fully displaying the function of commercial bank in the new
financing system; cultivating and developing complete agency,
consummating the financing market system and legal system, optimizing
environment, consummating the financing service system.

Key wordS. Investment, the Structure of Investment,
Fluctution, Employment Effects, Demonstration Analysis



