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TRANSFER OF EMPLOYMENT
STRUCTURE IN COURSE OF ECONOMIC
MODERNIZATION IN CHINA

Abstract

The modernization of labors’ occupation is the
essence and an important symbol of economic moderni-
zation in the process of economic development, The
modernization process of labor’s occupation can be de-
fined as that of motion of labors from agriculture to
non-agriculture sector, As far as dynamics concérned,
such a motion is manifested both speed and scale, while
statics,the change in employment structure. This paper
will analyst experiential and positively the course of
labor transfer in China, and forecast circumstantial the
futural possibilities of labor transfer, We are confro-
nted by on the basis of the actual condition and inte-
rnational experience,so as to find out the predicament,
We are faced with and put forward some specific deci-

sion making orientation of precautionary significance,

I. Theory Background

In the process of modernization of national economy,

the transfer of labor is affected by a series of factors.
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In general,the major variables affecting long term tra-
nsfer of labor in one country may include scale of
population and its increasing rate, scale and rate of
capital accumulation, capital efficiency, technological
level and model to distribution of capital,labor and other
resources, primary industrial structure in sectors such
as industry and agriculture, demand scale and its expa-
nsion rate, coordinative follow up of increasing core
of urbanization in the process of labor transfer and
etc.

The above variables effecting the cause of labor
transfer are neither completely independent nor ultima-
te. In other words, these variables relate to each other
and influence each other, Moreever, they are influenced
by other variables like the institution and the strategy.
Therefor it is rather difficult to clarify completely the
cause and effect of those variables. More important
thing, which is also possible, is to distinguish the stru-
cture among them and to define the relative importance
of variables, through positive analysis.So as to deepen
the research and understanding of labor transfer.

It is evident that negative effects of over fast incre-
ase of labor supply on labor transfer is increasingly
accepted by economists and policy-makers. The fact
that labor supply is mainly influenced by population
scale shaped in history and current population policy is
also commonly understood in China.

It is commonly embraced in China that scale and

rate of capital accumulation are the key variables affe-
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cting transfer of labor,However, there is still a consi-
derable divergence of views on model difference and
different influence on labor transfer accumulation. Ca-
pital accumulation is mainly affected by consuming de-
mand and efficiency of capital utilization. In general.
there are two models of capital accumulation, namely
intensional accumulation and extensional accumulation®
Realization of intensional accumulation principally rely
on raising efficiency of capital utilization. While exte-
nsion one, reduction of consumption.Even at the same
rate of capital accumulation which affection on transfer
of labor differs according to accumulation model, The
major factors affecting accumulation model of capital
may include enterprise stimulation mechanism,competing
-pressure, model of consumption and demand, policy of
distribution and option of industrial deveolpment strat-
€gye

Impact of option of technical standard of resource
allocation on labor transfer has been accepted by, foll
owing Mr.Mabro R,and Sen A-K, a quite number of
development economists. However, there are still many
- understanding barriers owing to lack of positive
research in this field in China, what we mean by opti-
on of technological standard here is the average propo-
rtion of capital to labor disposition in micro-economi-
cs, which imply that technological option is to econo-
mize capital or labor. Experience extracted from deve-
lopment shows that select such technological model as

economizing labor, in early stage of modernization,
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often leads to deterioration of labor transfer and its
development. Wrong selection of such technical standa-
rd in early stage often can be attributed to market
barrier of factors flowing, strategy laying particular
stress on development of heavy industry and policies
restricting specially investment and employment and so
‘on,

Influence of urbanization level on labor transfer
usually indicate two aspects namely direct influence and
indirect influence.Difect influence is resulted from di-
rect attraction of gathering of industry in urban area
to employment, while indirect one manifested deepen-

ing of division of work of both industry sector ‘and
‘region caused by urbanization, hence, the interlocking
expansion of employment in necessary sectors serving
to lading sector. Coordinating follow up of urbanization
level is decided by government’s strategic consideration,
mechanism of city forming, employment institution and
etc.

We would like to analysis on such theoretical basis
relationship between labor transfer and modernization
since 19507s.

Il.Transfer Hystereﬁis and Structure Unbalance

Study on labor transfer in the process of economic
development of many industrialized countries shows;

1.The transfer of labor from agricultural sector to
nonagricultural sector has a hysteresis of percentage

comparing to the transfer of GNP proportion from
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agricultural sector to nonagricultural sector.Such a
tendency can not tend to be reversed and balanced in
structure untill late stage of industrialization.

2.Capital generating structure obeys the sequence

of*Infrastructure service manufacturing industry
primary industry”.35-40 per cent of net capital generated
is concentrated in infrastructure and 30 percent in se-
rvice sector,

3.The sector structure of the capital per worker le-
ans to the field of infrastructure. The intersectoral di-
fference of net capital per worker assumes tendency of
“gradual convergence”’, Among which deviation of net ca
-pital per labor in manufacturing industry from acreage
sector value present the tendency of“Con vergence at fi-
rst and then divergency”.It means, the capital structure
per worker of manufacturing industry closes up to ave-
rge value while national income per capita ranges from
100 to 300U.S, $,while national income per capita exce-
eds 300 U.S.$, or rather, 500 U.S.$ ,the capital stru-
cture per worker of manufacturing indus try will evide-
ntly deviate from average sector value.

4.Income distribution and demand by population gr-
oup caused by labor sector structure transfer is corres-
pond to(Kuznuts/)inverted®U” shape law of“divergency
at first and then convergence”.

In comparison with this, the laber transfer from
1950’ s to late 1970’s in China has its unique Characte-
ristic, which was manifested mainly,

1. Sector transfer of labor, relative to GNP stru-
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cture, was not only hysteresis but much more conside-
rable in terms of level of hysteresis than average level
of hysteresis>of international multinational model.

The maximum hysteresis coefficient with average
national income of 70 to 300 U.S.$ will account to 54
per cent, 8 per cent higher than average value of mu-
ltinational model,

2. Structure of capital generating which was embo-

died the structural older of*manufacturing industry

se

-rvice primary industry-infranstructure?differed gre-
atly from that of ‘multinatioal model.In late 70’s, about
40 per cent of net capital was allocated in the field of
manufacturing industry, while infrastructure sector sha-
red less than 15 percnt.

3. The capital composition per worker inclined
evidently towards the sector of manufacturing industry,
The capital composition per worker of manufacturing
industry sector is 10 time sas much as that of agricultural

sector.The multiple even registered 20 times once in
1960’s. Apparently it assumed in conventional feature of
“4divergency at first and then convergence”.

4. A considerable income difference between rural
population and the urban,

Although distribution of income within urban popu-
lation group and rural population group presented such

feature of equalization as “convergence at first”, the
difference of average income between urban population
group and rural population group was enlarged since

rural population could not, through employment shift,
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share the gains brought about by industrialization due
to restriction of shift of agricultural labor and populat
oin.Hence resulted in pecularity of demand and for mo
-tion over that period in China it is the poverty of rur
-al population restrict the expansion of domesticmarket.

Then what are the reasons to cause unconventiona-
lity and hysteresis of labor transfer in comparison with
international experience, our trial explaination is.

1. Because we adopted at that time the developing
strategy of giving priority to manufacturng industry and
heavy industry in particular and made investment lean-
ing to industry and heavy industry paricularly, we have
adopted such concealed tax levy policy as fixing price
in primary industry by government. The policy not
only restrained the capability and incentive to develop
primary industry, but also due to the recessive subsidy
for manufacturing industry, weakened thd efficiency of
those sectors,

2.Adoption of the policy of recessive cost subsidy
over long period, at one hand, encouraged the demand
by manufacturing industry for investment, hence results
in overextended capital construction line which make
primary industry and infrastructure industry become a
bottle neck of development, at the other hand reduced
the competitive pressure over enterprises.Simply because
of that, the capital output coefficient of enterprise over
that period amounted only 0.277, 40 per cent less than
that of multinational model in the world which registe-

red some what 0.45. This making capital accumulation is

.70



of extension type charactor-relying chiefly on the redu-
ction of consumption,

3.Long term continuation of extensional capital ac-
cumulation restrained normal expansion of market con-
tain, weakened vitality of creation of opportunity for
labor transfer and increasing of economy. The annual
growth rate of non-agricultural employment opportunity
registered in 1970’s was even 50 per cent less than that
of annual growth of labor,

4,Caused by elimination of factor market, the factors
were splitted and kept in many narrow regions,Thus the
opportunity to rectify micro economicly the error of macro
investment strategy was missed because every microecon
-omic investor like to put into more capital rather than
labor, the option of technical standard of resource
allocation diverged from such actual condition of “su-
rplus labor and short capital” in China and employment
clasticity of accumulated capital was also reduced.Over
the period of 1957 to 1977 the employment elasticity of
accumulated capital was only 0.436. It was in turn
magnified the unfavorable {faults of investment strategy
for transfer of labor,

5. The faults ¢f technical standard option sharpe-
ned the employment contradiction between demand and
supply of non-agricultural labor.In order to alleviate
the contradiction and uphold stability, we had to put
into effect a series of policies of blockading cities from
countrysides, settling down of education youths in cou-

ntryside,special household registration and etc. As the
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difference between urban and rural area enlarged,accum
-ulation slowed, market shricked and labor transfer ho-

gged down.

III. Institution Reform and

Acceleration of Labor Transfer

As a result of acceleration of labor transfer, Nonagr-
icultural employment increased by 7.4 per cent annually
over the period of 1977 to 1988, 81 per cent faster than
that of 1957 to 1977.Hence relaxed considerably hyste-
resis of labor transfer, While the portion of nonagricu-
ltural employment went up from 25 per cent to 40 per
cent and hysteresis coefficient of agricultural emplo-
yment portion relative to that of net agricultural output
value reduced from 54 percent of prereform to 42 per
cent., With reduction of agricultural employment oprtion
the deviation of inter-sectorial capital composition per
worker has also reduced., The hysteresis coefficent of
average capital of per agricultural labor reduced by 5
per cent and extra coefficient of average capital of per
industial labor reduced about 50 per cent, so that indu-
strial structure tend to be coordination.

The visible direct cause leading to acceleration of
labor transfer in past 10 years included mainly,

1.The output efficiency of capital increased conside-
rably although accumulation rate decreased in co- mpar
-ison with original one.The average efficiency coefficie
-nt which amounted from 0.277 before 1978 to 0.345 af
ter 1978, Which has raised 0,439 since 1985. It showed
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that accumulation had been changed from extensional
model relying on reduction of consumption to intensional
model depending on efficiency. Apparently it is extrem-
ely beneficial to the transfer of labor.

2.Fluidity of the factors had been enhanced, thus
the option of technical standard tended further to labor
intensive model and employment elasticity coefficient of
capital increased from 0.435 registered over 20 years
before 1978 to 1.345 after 1978 which will surely be
favorable to labor transfer,

3.Blockade to prevent nonagricultural employment
in urban area from that in rural area had been broken
through evidently. So that distribution model of income
and demand between urban and rural was reversed to be
beneficial to transfer of labor i.e.Gini coefficient of i-
ncome distribution both in the rural and urban area ex
panded., However average income of population group
in the rural and the urban as well as, the differences
in their demand had presented the tendency of converg-
ence.Consequently the poor situations of rural populati-
on alleviated greatly., The contribution of countryside
to expansion of market from 30 to 40 per cent of prerefo
rm to 50 to 60 per cent. It is of vital importance to the
development of industry and commerce as well as tra-
nsfer of labor.

Readjustment of developing strategy and reform of
economic institution were farther reasons to cause acce-
leration of labor transfer. Readjustment of developing

strategy was manifested the rectification of strategy to
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give priority to the development of heavy industry, wh
-ile instituional reform manifested a multiple reform in
investment subject and partial introduction of factor
market, So as to intensify competition environment and
speed up flow of factors.

However transfer of labor in this period in China
was of an cvident uncommon character of i, e, the tra-
nsfer of labor was mainly realized through rural ente-
rprises which served as carrier.As far as newly transfe-
rred labor concerned, the contribution coeffient even
registered 61 per cent. By contrast the contribution co-
efficient of urban collector together with state run
enterprises was only 39 per cent. Since, in comparison
with state owned enterprise, the rural enterprise had
better competition environment and resource fluidity,
it is of the characters of higher capital effciency and
lower technical standard option.,Hence cut down the
marginal cost of labor transfer and accelerated the tra-
nsfer of labor, Especially in such state as unbalanced
structure caused by long term restrict in farmers to ent
er the investment field of nonagricultural sector,rise of
rural enterprise attached great significance to rectifyi-
ng deviation of technical standard option and accelera-
tion of labor transfer, However from long term a point
of view, Labor transfer had already been faced a clash
between structure function of rural enterprise and that
of urban enterprise, which was principally indicated in
a chase of rapid development of rural enterprise and

hysteresis of urban“increasing nucleus”,Such a hysteresis
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