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Abstract

The year of 2012 is important for furthering reform of Chinese economic system.
China is facing a critical period with the fast demographic transition, withering
demographic dividend, labor market pressure and transfer of manufacturing industries.
Thus, in this volume, we will mainly discuss about China’s economic transition in three
topics.

Topic one will talk about demographic transition. Both the Sixth Population
Census of China and the UN’s projection show that China is moving rapidly to an
ageing society. The Total Fertility Rate is already very low for a long time, which
means the high possibility of “Low Fertility Trap”. What is more, the analysis of macro
and micro data illustrates the fertility as well as women’s ideal and intended number of
children is highly related to fertility of last generation and that this intergenerational
relation is monotonously declining, so there is a possibility and space for further fertility
drop.

Topic two focuses on rebalancing China’s economy. The demographic dividend
has boosted the fast growth of Chinese economy, but the delay of economic institution
reform and structural challenges have led to China’s internal and external imbalance and
the “investment driven” GDP growth pattern. These have resulted in the over-capacity
production and hindered further development of Chinese economy, so the economic
structure change and rebalance are extremely urgent. On the other hand, the working-
age population will reach the peak in 2013. Afterwards, the natural growth rate of
output begins to decrease and the potential employment rate will become negative in the
period of “13% Five Year Plan”, so the economic growth will rely on the increase of
total factor productivity and labor participation rate, and the accumulation of human
capital. The growth rate of unit labor cost is higher than that of productivity in
manufacturing industries. This proposes critical question to industrial upgrade and
transformation, and productivity increase. Enterprises in the east coast start looking for
low cost areas and the central-west regions still have advantage of industrial
agglomeration, so the transfer of labor intensified manufacturing industries from east

coast to inland China is the main trend.
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Topic three will discuss employment and income distribution. From the aspect of
employment pattern, the speed of non-agriculture employment is much faster than that
of waged employment, so a large amount of migrant workers have to be self employed.
The differences of migrant workers and urban workers in social protection increase the
vulnerability of employment of migrant workers. In manufacturing industries, export
can increase employment, but its proportion begins to shrink, comparing with internal
demand dominated sectors, which echoes the structural transition from investment
driven to consumption driven. While the barriers to population mobility have been
disappearing, the flow of population is playing a more and more important role in
decreasing regional disparity. For the income distribution, the serious problem is the
reduction of general wage level of waged workers, while the main reason is the slow
wage Increase rate of low-income labor. Meanwhile, the reform of social security does
not have a significant role in the process of income redistribution. Thus, the critical
problem of income distribution is how to obtain a reasonable wage raise for low-income

workers.
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