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Abstract

Economic growth is the premise of employment. The famous
“Okun’s Law” shows that there is a reversed change, that is, nega-
tive relativity between unemployment rate and GDP growth rate,
high economic growth rate will be accompanied by low unemploy-
ment rate and vice versa. However, the situation in our country fails
to follow this law. Since the reform and opening of the country, es-
pecially since the latter years of 1990s, high economic growth doesn’t
bring high employment, on the contrary, unemployment rate re-
mains at a relatively high level. This phenomenon attracts the focus
of domestic academic circles and in recent years, some scholars
make some research on it, which lacks deepness and system. This
thesis believes that the insufficiency of effect of economic growth on
employment is significantly due to the fact that our country stands in
a specific reform and development period currently, and the acceler-
ation of our economic reshuffle and structure adjustment is the major
reason to result in insufficiency of employment effect.

In the introductive section, it reviews economic growth accom-
panied by unemployment growth of our country briefly, hence estab-
lishing the practical significance of the theme of the thesis. Then, it

offers the research method and basic outline of the thesis.
.1
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Section One is literature summary, including summary of study
on western employment theories and the relation between employ-
ment and economic growth, and summary of study on employment
insufficiency problem of the transition period by domestic academic
circles.

Section Two is an overall positive analysis of the low employ-
ment effect of China economy. Firstly, it reviews the changes in the
relation between economic growth rate and employment growth rate,
between economic growth rate and unemployment rate and between
economic growth and employment elasticity of our country, and nar-
rates the fact of insufficiency of effect of economic growth on employ-
ment of our country directly. Then, it erects macro production func-
tion and makes evaluation and validation, and finds that the contri-
bution of labor factor to economic growth reduces greatly in the peri-
od of the sampling, contribution of capital input to economic growth
is on the rise but contribution of labor input to economic growth is
going down, which shows employment effect of economic growth is
decreasing. And the poor paranieter stability means that factors out-
side of production function have greater effect on economy, such as
structure adjustment and institutional reform. Further analysis be-
lieves that the factors influencing the employment elasticity change of
our country mainly include five aspects of economic structure, insti-
tutional of systematic policy, factor condition, technological progress
and income level. Considering that technological progress is the
common factor in all economies, and effect of technological progress
on employment is realized through industrial structure adjustment to

. 2.
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a large extent, and it is closely related to scientific system and micro

innovation mechanism, this thesis makes a separate analysis of it in
Section Five. Regression and quantitative validation show that cur-
rent economic development status of our country determines that res-
ident income factor will generally produce no negative effect on labor
supply, factor condition is mainly shown as the scarcity of capital
and labor. There is an abundant labor resource in our country, and
capital scarcity is considerably alleviated, thus, the core problem of
focus shall be the extent of convenience for businesses of different
ownership to access capital resource and inducement of capital and
labor propensity in the development process. The positive result of
the model shows that the decrease in effect of economic growth on
employment of our country is greatly related to current economic
structure adjustment and institutional changes in the transition peri-
od.

Section Three discusses the effect of structure adjustment on
employment. On the basis of summarizing the general trend of eco-
nomic structure and employment structure changes, the thesis sur-
véys the structural changes in employment during the economic
structure vicissitude. Through analyzing the change relation between
ownership structure and employment structure, it finds that decrease
in employment elasticity in state — owned economic sections in towi-
ship economies and employment absorption capability of village en-
terprises in village economies is an important reason for the decrease
in overall employment demand of our country.

From the change relation of industrial structure and employment
‘3.
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structure and the changes in GDP composition and employment dis-
tribution, the result of industrial structure adjustment of our country
since the reform and opening has been very obvious, and the indus-
trial structure is on the road to rationalization. However, in general,
the percentage of industrial sections is still relatively high. Especial-
ly in the recent 10 — odd years, the changes in output composition of
secondary industry are unobvious, however, investment growth in
the secondary industry surpasses investment growth in the primary
industry and tertiary industry greatly. As industry is relatively cap-
ital intensive and technology intensive industry, the higher of its
percentage in national economy, the more difficult employment in-
crease under the condition of high economic growth will be. In order
to further explain this judgment, the thesis subsequently calculates
output structure, employment structure and industrial deviation of
each industry, compares the contribution of produétivity and each
industry to GDP and employment, and finds that the employment
structure transition of our country mainly occurs between the primary
industry and the tertiary industry, output of the secondary industry
surpasses 1/2, but its employment contribution accounts for only
1/5. This kind of deviation is caused by differences in productivity
of each industry.

From township and village economic structure, the gap between
towns and villages of our country is not narrowed, but on the contra-
ry, it has a widening tendency, which can be reflected from the trail
of township and village household average income level and Engel
coefficient changes. Due to the backward economy and long - exist-

e 4.
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ing scarcity of average tillable land resource in rural area, it leads to

great redundancy of agricultural labor. In the process of transferring
labor to township enterprises, the institutional advantage and market
environment at the beginning of the rough operation no longer exist,
the factor substitution of capital and labor becomes more and more
difficult, and the substitution elasticity is on an apparent downward
trend, weakening the employment absorption expansion capability of
township enterprises. And the transfer of redundant agricultural la-
bor to towns and cities relies on the process of industrialization and
urbanization. The urbanization process of our country is still at a rel-
atively low level, and the employment pressure of city population is
also considerably heavy, thus, hoping to depend on urbanization to
absorb agricultural redundant labor in large number in the short run
is unrealistic.

Section Four discusses the effect of economic reshuffle on eco-
nomic growth and employment effect. The thesis believes that the
effect of economic reshuffle on employment can be mainly realized
by resorting to change in resource allocation effect. According to
market rule, the reasonable factor mix and output decision of micro-
economic entity shall be subject to or meet a certain condition, that
is, enterprise production and factor ratio shall be within economical
section. However, there are great numbers of redundant staff in
state — owned enterprises under traditional system, that is to say,
the labor employment exceeds the reasonable ratio of labor and cap-
ital mix, thus resulting in inefficient or vain labor, marginal product

revenue of labor is lower than labor wages, which is a typical soft
. 5.
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binding form of enterprise budget. This thesis uses the analysis
frame of two — division model, analyzes the moving of employment
demand curve of state — owned sections in the transition period, and
believes that the lay — off and unemployment caused by state —
owned reshuffle is only the expression of the recessive unemployment
forming under the old system for a long time and is only temporary.
In the long run, after modern enterprise system is really established
in state — owned enterprises, the market behavior of such enterprises
has no difference from that of private sectors, production scale ex-
pansion for the purpose of profit maximization can also increase em-
ployment demand.

From the angle of labor supply, in order to maximize the utility
level of its own, the laborer shall face the choice of work and leisure
time make reasonable mix. In the transition period in our country,
and due to effect of many uncertain factors, the income expectation
and budget expense curves of a large majority of residents in our
country change greatly. The utility function always diverts to income
increase instead of leisure time increase. The labor supply curve
leans right upward steadily. For those “parvenus” who make instant
wealth whether through proper means or through improper means,
consumption utility obtained from labor income is extremely low and
even zero, and their labor supply leans left upward. The indigence
group arising from the reform of the country will also, under the con-
dition of low wage rate and wage decrease, increase labor supply,
and their labor supply curve leans right downward.

Labor supply relation has to rely on labor market to be realized

-6 -
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finally. The labor market of our country has its flexibility, simulta-

neously, it is also segmented. The segmentation of the labor market
of our country is different from the naturally formed segmentation in
common market economies, but is shown as administrative segmen-
tation. Hukou system leads to the segmentation of towns and villa-
ges, making the transfer of agricultural laborers to towns and cities
in great difficulty. Business ownership segmentation leads to differ-
ent labor employfnent system and wage ( welfare) decision mecha-
nism, the distortion of labor price ( wage) greatly pinions the close-
ness to the equilibrium point. The effect of monopoly and quasi -
monopoly sections on employment mainly lies in that market access
obstacle makes economic growth below potential level and the labor
demand curve of firms in monopoly sectors below that of firms in
competitive sectors. '

In this section, the thesis also surveys why there also exists the
phenomenon of “ migrant worker scarcity” under the condition of
great employment pressure in our country. That the lack of trade
unions and their duties makes wage decision manipulated by employ-
er is the fundamental reason for the change of labor supply behavior
of migrant workers and the occurrence of “migrant worker scarcity”
phenomenon. Furthermore, unemployment insurance and profes-
sional training system are also of great significance for increasing em-
ployment.

Section Five studies the effect of technological progress on em-
ployment of our country. It firstly briefs and summarizes the employ-

ment effect of technological progress theoretically. The effect of tech-
7.
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nological progress on total employment relies on the consideration of
capitalization effect and destruction effect of technological progress,
meanwhile, the effect of technological progress on employment struc-
ture is consistent and long — term. The positive section establishes
metric model and applies relatively advanced validation means to
judge the effect of technological progress on employment, and con-
cludes that the effect of technological progress on employment of our
country lies mainly in employment structure, and no effective evi-
dence is obtained concerning the effect on total employment.

Section Six bases itself on related study in Section Two, Section
Three, Section Four and Section Five and learns from the basic ex-
perience of promoting employment of western countries, and makes
brief analysis of policy direction of governing unemployment and pro-
moting employment.

Main contribution and innovation of this thesis; It studies the
reason of the problem of employment effect insufficiency of economic
growth of our country considerably systematically from the angle of
economic reshuffle and structure adjustment, uses a great many data
to make statistical analysis and metric analysis, sets a foundation for
further study of this subject, and designs normative analytical frame

of labor supply and demand behavior of economic transition period.



