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Chinese Employment Strategy Report
in 2005—2006: Research on the
Market-oriented System Construction
of Employment and Unemployment
Measurement

Xiangquan Zeng

Renmin University of China, Beijing

1 Background

Since 1990s, some bewildering phenomena

have come out in Chinese labor market. On one

hand, within the period of rapid economic growth,

the number of employee should remain increasing

Abstract
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in normal speed. But the estimation, came from the traditional meas-
urement system, is decreasing year by year. In 2003, the number of
employee estimated from urban household survey is 256. 39 million,
whereas the number of employee estimated from labor statistical re-
port is 109. 698 million. Obviously, the current system of employ-
ment measurement has already failed in reflecting the change of em-
ployee numbers in Chinese labor market.

On the other hand, in the middle and late period of 1990’s, the
state -owned companies carried out labor contract regulation, parts
of workers faced the problem of laid-off and reemployment. The un-
employment problem of the state-owned companies became acute.
The government is confronted with greater pressure of employment.
While, according to the urban registered unemployment rate which
we use all along, Chinese unemployment rate only ranges from 3. 0%
to 4.0%. This rate is far less than 5%, the natural unemployment
rate under full employment situation in some countries. The unem-
ployment rate published is often criticized for it is much lower than
the real level of Chinese labor market.

Otherwise, due to the transitional characteristics of Chinese e-
conomy, in the labor market, people often use two categories to
judge employment and unemployment, which are so-called hidden
unemployment and hidden employment. According to the measure-
ment of hidden unemployment, companies have a lot of surplus
workers, so the unemployment rate should be very high. Thereout,
Chinese unemployment rate is often considered the highest all over
the world. But, the level of Chinese social security is so low that it is
hard to image a person without any job can make a living. More ac-
curately speaking, there is no one gets paid by working or other

means in a family. The definition of “working” conforms to the
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standard of 1LO, “one-hour criterion in reference period”, and also
conforms to the characteristics of flexible employment encouraged by
Chinese government. Based on the definition. the unemployment lev-
el in Chinese labor market may be surprisingly low. Moreover, there
are people neither employed nor unemployed in the labor population.
Some prolong their education period, some quit from the labor mar-
ket. The phenomena arise the analysis and level judgment of non-la-
bor.

What's the root of the above problems? The basic reason is the
lack of a scientific measurement standard, methodology and system
for employment and unemployment in China. Thereout, a lot of par-
adoxical descriptions and opinions emerge in all kinds of news and
nonprofessional reports, which exert bad influence on macroeconom-
ic research in economics academia and macroeconomic decision of the
government, also lead to the public's wrong conception and recogni-
tion of employment and unemployment situation in Chinese labor
market.

The employment and unemployment measurement reflects the
micro-operation of labor market objectively, also concerns the accu-
rate judgment over the macroeconomic situation. A comprehensive
measurement system of employment and unemployment can reflect
the dynamics of labor market and the adjustment of labor market
from various aspects, such as labor supply, labor demand, labor
price, labor make-up, labor flow, labor source utilization, and so
on. Employment measurement and statistics should be used as a
weatherglass to monitor the situation of labor market and national e-
conomy development, and also should be the base of macro-control
and micro-instruction nationwide. Chinese reform of marketization is

far from realization. Influenced by the characteristics of labor rela-
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tion, such as registered permanent residence, enterprise attachment
and implicit labor contract, Chinese labor market has the distinctive
features of transitional economy. The labor relation is much com-
plex, and this situation will go on for a certain time. However, with
the development of market economy, especially with the deep reform
of labor market, the qualifications, needed for constructing the mar-
ket-oriented modern measurement system of employment and unem-
ployment, are developed preliminarily. We should research deep into
the theory, methodology and indicator of employment and unemploy-
ment measurement, construct measurement standard and measure-
ment system of employment and unemployment for the current labor
market. These can greatly promote Chinese academia of labor eco-
nomics to study or analyze the employment and unemployment of
Chinese labor market. And also, the government can make macro-
decisions about employment and unemployment on a scientific basis,

which will produce better policy effect.

I Current Research

i Measurement of Employment

Since 1980s, international researches on employment measure-
ment have focused on two aspects. One aspect is the comparative re-
search on employment estimation. Employment data are widely used
in assessing current economic conditions and short-run prospects for
the economy, while employment data from different surveys are al-
ways diverging. Current population survey (CPS) and current estab-
lishment survey (CES) are the main sources of employment data.
The employment data from the above two surveys are different but
complementary. CPS emphasizes particularly on the labor supply

measurement, provides data by employment status., demographic
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characteristics, social and economic characteristics. CPS measures

employment, also measures unemployment which is more important.
CES is quite different with CPS. CES focuses on the measurement of
labor demand, providing-data on non-farm jobs, working time and
income. Divergences between the above two measurements arise
from several sources, such as conceptual differences in the measure-
ments, differences in coverage, and differences in how the data are
collected and estimations are made. The two measurements are com-
plementary, as each attempts to represent different aspects of the
employment situation (Glenn H. Miller, Jr., 1987). They form a
comprehensive review of supply and demand in the labor market.
CES provides data on jobs, and reflects the change of labor demand,
so most economists favor the data from CES. The regressions of
measurements of economic activity on employment measurements in-
dicate, compared with CPS survey, the employment data from CES
is the better indicator of changes in economy activity over short peri-
ods (Glenn H. Miller, Jr., 1987) . Another aspect is the evalua-
tion and improvement of employment measurement project. The ac-
curacy of data and bias of methodology are the important points in
the evaluation. Experts carry out theoretic analysis and experimental
test on the employment measurement problems from several aspects,
such as questionnaire design, sample selection, indicator design, da-
ta collection, bias control and adjustment, survey implementation
and administration, data analysis and publication, etc. (Robert
L. Stein, 1980; Harvey R. Hamel and John T. Tucker, 1985; Patri-
cia M. Getz, 2000).

The definition of employment used in our country is quite differ-
ent with the international standard. There is no comparability in the

statistical indicators with the same name. Employment population in-



