_P‘hrspective of Modern
Employment Issue

o FiEFE #F

& 5F £ % HH AR &







oA AL i jE =M
Perspective of Modern
Employment Issue

PHE %/

Z 5 R ¥FH KA



FiTHE: B ¥ THER F #
FAERA : b=
mR Bt AT

BiRGHE . BIEH
LRt o) T
Perspective of Modern Employment Issue
FHER *E

ZHREBBGLER . BT FEBELH
ok dbEEBREXBMAME 285 HRg: 100036
MAREHETE, 88191217 AfTERHTE: 88191540
Risik: www. esp. com. c1‘1
HFHR{: esp@ esp. com. cn
B K IR EDR
=EEIT)KIT
880 x 1230 32 JF 8.375 Higk 220000 =%
2005 £9 AR 2005 £ 9 HE—WKEIR
ER¥. 0001—3000 A%
ISBN 7 —5058 ~5142 - X/F - 4414 Eff: 16.00 7§
(BHHRMEDFEE, HitHREEH)
(RBLEE B|EOSHR)



Acknowledgment

This book is mainly from the research project “Comparative Analy-
sis of Employment Institution in US and China”, which was sponsored
by Fulbright Program during 2004 ~2005. Also, other views of my for-
mer research results were included to form the system of the book, such
as “The Employment Issues in New Economy” , which was sponsored by
the Ministry of Education of PRC during 2001 ~2003 etc.

My special thanks to Roger G. Noll, Director of Stanford Center for
International Development (SCID) and Nicholas C. Hope, Deputy Di-
rector of SCID who is my advisor during the program. I would also like to
thank Professor John Pencavel who gave me advice on doing research af-
ter his labor economics class. I would also like to thank Ms. Helen Mc-
Mahon and Ms. Yo-ling Ma who did a perfect job for all visiting scholars
at SCID.

I would also like to extend my thanks to my graduate students Lou
Shiyan, Du Deming, Zhang Peng and Zhao Peng who translated and

collected some data for the book.



Preface

As we know, at the turn of the new century, employment institu-
tions in many countries have met a lot of problems and needed re-
forms. The process began in early 1980s when employment policy met
“welfare crisis” especially in Europe. By contrast, the US moved from
relatively high to relatively low unemployment country during
1990s. Some researchers have found that labor market institution is the
most important factor explaining the decrease of US unemployment. These
findings suggest that US relative unemployment has fallen because its
more flexible labor market institutions allow shocks to affect real and rela-
tive wages to a greater degree than is true in other countries. Now, re-
searchers and policy-makers in developing countries, especially in Chi-
na, are considering such serious questions; How can we reform our em-
ployment and security system so that they can increase the economic
growth? How can we have a employment system of reconciling economic
efficiency and social welfare in the ever-enlarging international economic
competition? In a wofd, in the era of globalization and technological
change all countries are trying to find a new model of employment institu-
tion to balance the multiple goals in their development. Under such cir-
cumstances, China should learn more from US employment institution
rather than from European countries because of Chinese reform goal of

reinforcing economic competitiveness, so it is necessary to conduct a
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comparative study on employment institution between the US and China,
which is not only beneficial to China but also to all other developing
countries.

In recent years, Chinese economists have got more interests in US
model because it is regarded as a more suitable or survivable one in the
new century, which offers successful experience for China in dealing
with the unemployment problems. The study of US employment policy in
China began about many years ago, and there have so far been some
books and papers on it. But it is still not enough because of the follow
reason: First, the comparative perspective is insufficient, especially
the impacts of institutional factors on economic growth has not been ana-
lyzed, which is very important for us to understand the US employment
institution; Second, there are more descriptions, which just outline the
general situations, and less in-depth analysis to explain the differences
and similarities between the two countries, either theoretically or empiri-
cally; Third, most of the studies in this field have so far been in US
flexible labor market, and the studies in other sub-fields, such as social
security act, unemployment insurance, trade union etc. has less developed
in China; Finally, most importantly, the latest development of US em-
ployment policies since the mid-1990s has not been sufficiently reflected
in Chinese publications. For the above-mentioned reason, I hope to do
an in-depth research on US employment institution and conduct a com-
parative research between the two countries.

The general goal of this visit research project is to examine US em-
ployment institution comparatively and theoretically. The research will
cover a wide range of policy fields in US labor market, as well as the in-
stitutional arrangement of employment. The main development stages of
the Social Security Act after 1935, especially the reform and develop-
ment after the mid-1990s will be examined. The emphasis will be on the
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institutional level. The most important result will be the theoretical expla-
nations about the US employment institution and its lessons for China.
Since there are different definitions of “employment institution” , it
is necessary to define it for this project. In this project, the concept of
employment institution is defined as any institution, either formal or in-
formal, which affects labor employment behavior and economic growth,
such as labor market flexibility, social security laws, unemployment in-
surance ( Ul ), trade union, discrimination etc are all includ-
ed. According to the definition, the research on employment institution
can be arranged into two levels; First, on the theoretical-level, pure
economic theories which affect labor market flexibility will be discussed,
such as Classical and Neo-classical employment theory, Keynesian em-
ployment theory, New-economic growth theory etc. It is not the most im-
portant part, but it is necessary for a comparative analysis; Second, on
the policy level, the employment institution in US and China will be
thoroughly dealt with, which mainly cover the following sub-fields:
(1) Labor Market (LM): including flexibility and rigidity of LM,
government regulation of LM. (2) Social Security (SS): including
employment laws, unemployment compensation, unemployment insur-
ance, etc. (3) Trade Union (TU): including the involvement of u-
nions in wage-setting, collective bargaining and their impacts on em-
ployment rate. (4) Discrimination: including all factors that cause dis-
crimination in labor market such as the employment opportunity for farm-
ers especially in China (5) Mobility: labor mobility in national and in-
ternational wide. Pursuing the general goal of studying US employment
institution in the above-mentioned fields, different approaches will be
pursued in this project. For one thing, comparative approach ~ US expe-
riences will be discussed in comparing with China’ s experiences to find

the distinctive characteristics of the US employment institution, and to
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discuss what are the lessons to China and other developing countries. For
another, descriptive approach — To describe and summarize the US em-
ployment institution, especially its changes and development for the time
being. Finally, policy implication approach - policy implication- will be
proposed for the policy-makers in China’ s labor market reform.
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