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1. Meeting the Challenge of Employment by Sustaining the Macro Foundations of
High Growth in China, especially in the Context of the Current Financial
Crisis
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The Highest GDP Growth in the World still Poses Employment

Challenges
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3. Macro Drivers of GDP Growth for China

Macro Drivers of Growth
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Estimating the macro drivers of GDP growth for China
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4. Investment and Savings

Investment

( #3$*
e

/ 81

3 2 =
5
F
:9% % i85 #9395, (
15 #$S.
( - @ I( -@1
8 / 815
:9% $
8 / 81 t%9  #$$*
1%9 3 3 8 t 1*
HT T, 10°"
! #$$*
E 3
:$ ’ $
E 3 8 (R
10 AT 5
-%9
( 2%9 %
pxe E 8 (
8 3 8
-%9
:9%
:9%
TH !
#1r" 8
.0""
#$35$ $ "



Savings
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S. Consumption
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The First Reform Period — a Supply Constraint on Output
SOEs and TVEs
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Income Inequality
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This gives a Macro Imbalance between the Drivers of Growth, Investment,
Consumption and Exports is based on Employment and the Real Wage.
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The Impact of the Global Financial Crisis on the Labour Market in China and Policy
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Tables

Table 1a. Growth of Output,China (average annual % growth)

2000-

1990-2000 06

$0 19

< 4.1 4.2
( 13.7 11.2
7 12.9 11.1
5 10.2 10.1

Table 1b. Structure of Output, China (% of GDP)

1980 1990 | 1995 | 2006
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Table 2. China’s Employment composition
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Table 3: Labour Market Trends 1995-2004

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Population (million) 1211.2 | 1223.9 | 1236.3 | 1248.1 | 1259.1 | 1265.8 | 1276.3 | 1284.5 | 1292.3 | 1299.9
Rural 859.5| 864.4| 866.4| 868.7| 870.2| 8074 | 7956 | 7824 | 7685 | 757.1
Urban 351.7| 359.5| 369.9| 379.4| 3889 | 4584 | 480.6 | 502.1 | 523.8| 542.8
Economically active
population(million) 687.4 | 696.7| 705.8| 714.1| 719.8 744.3 | 753.6 | 760.8
Total employed
(million) 679.5| 6885| 696.0| 699.6 | 7059 | 7115| 730.3| 737.4| 7443 | 752.0
By Sector(%)
Agriculture 52.2 50.5 49.9 49.8 50.1 50.0 50.0
Industry 23.0 23.5 23.7 23.5 23.0 22.5 22.3 27.2 27.1
Services 24.8 26.0 26.4 26.7 26.9 27.5 27.7
By area (%)
Rural (%) 71.9 71.2 71.0 70.4 70.2 70.1 72.3 64.8
Urban(%) 28.1 28.8 29.0 29.6 26.8 29.9 27.7 35.3
Urban (million) 190.9 | 198.2 | 202.1| 206.8| 210.1| 212.7| 202.3 264.8
Urban
unemployment(million)
Registered as
unemployed 5.2 5.5 5.7 5.7 5.8 6.0 6.8 7.8 8.0 8.3
Unemployment rate(%) 2.9 3.0 3.1 3.3 3.1 3.1 3.6 4.0 4.3 4.2
Laid off(xiagang)
workers(million) 9.9 9.0 9.4 8.6 7.1 13.0
Laid off workers
remaining
unemployed(%) 40.0 50.0 60.0
Laid off workers
remaining 4.0 5.6 6.4 1.5
unemployed(million)
Laid off workers as %
of total urban
employment 2.0 2.7 3.0
Adjusted
unemployment rate(%) 8.5 8.5 8.2
Urban job
seekers(million) 24.0
Unemployed 15.0
Farmers shifting to
Demobilised army 0.5
Jobs shortfall(million) 14
Rural unemployment
(estimated, million) 100.0
Rural surplus
labour(million) 150.0
5 h 2=5 #$3$$ #$$ #I$H < =#$$. 2=5 #$$* 7 —,55 #$$*
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Table 4: Mean Share in Growth for 1980-1990, and 1990-2004

Country GDP growth Consumption/ Government Investment/GDP Exports/GDP Imports/GDP
(%) GDP spending/GDP growth(%) growth(%) growth(%)
growth(%) growth(%)

1980- | 1990- | 1980- | 1990- | 1980- | 1990- | 1980- | 1990- | 1980- | 1990- | 1980- | 1990-
1990 2004 1990 2004 1990 2004 1990 2004 1990 2004 1990 2004

999 :0 1 9# 1 0# idid ] V#: ..$ # #1 1 %% 0% 1*0
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Table 5: The Contributions of Factors of Production to the GDP Growth

authors period Growth  Capital Labor TP
rate

Maddi son 1978- 7.5 49 21 30

-1998 1995

Chow and Li (2000) 1978- 9.3 55 13 32
1998

W (2002) 1980- 9.5 52 11 37
2004

Hi and Khan(1997) 1979- 9.3 46 13 41
1994

Swany( 2003) 1980- 10 39 16 45
1997

Vér | d Bank(1997) 1978- 9.4 37 17 46
1995

Bosworth and @l |i ns(2003 1980- 9.2 23 31 46
1990

Bosworth and @l i ns(2003 1990- 10.1 32 18 50
2000

Zhang and Shi (2003) 1978- 28.9
1989

Hi (2003) 1995- 57. 6- 4.39- 3.9
2001 86.3 2.93[1 27.8

J < 8 » #3311 19 %

> D) (#$$Y) 1%9; 2% % *:  254[2

5 @ /#$$*1 9 1.0
#Ho$#

@ /#$$01 1978 29
2004

G (2006) S nce reform 28 24 48

E +/#$301 1978- 46 13 40
1993

E +/#$301 1993- 61 6 32
2005

1[1] Contribution by human capital is 6.83-10.24%.

1[2] Contribution by human capital is 11%.
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Table 6: Employment by Ownership Sectors (10,000 persons)

1980 1985 1990 1995 2000 2005
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/:7"1 /" /" /#0""1 /#0""1 #:""1
5 A2 = 5 China Statistical Yearbook
2 A 8 G6 K
Table 7: Gini Index
1978 1992 2000 2004
China National 0.47
China Rural 0.21 0.31 0.35
China Urban 0.16 0.25 0.32
Source:

Table 8. Wages and Unit Labor Costs in Manufacturing: Comparison between China

and Selected Developed and Developing Economies, 1998

Economy Ratio to Chinese Wage Level
4 5 %9
5 1*0
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5 #1 .
/ 1 #$0
@ E #:
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Table 9. Hourly Compensation costs for Manufacturing Workers 2005

Economies Compensation (US$) Changes from 1999 (%)
China $ 0%

Korea 1*0 90

Mexico # 0# kel

USA #1 0* 19

H.K. *0* 9

Germany " :0

Taiwan 019 0*

Japan # %0 % 1

5 A=1?27 # #3$*
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Table 10: The Growth Rate of Total Factor Productivity (TFP) of China’s Industries

(%) (1998-2002)

Industries 1998 1999 2000 2001 2002
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Table 11: Some Main Statistics of China’s Export Sector, 1998-2002 (10 thousand
workers, constant prices)

8 8 - 5 ( 5 (
6 6" 5
29 00 9:1 K 1# I: $% %% %0 ##$9
0%: “%. .$ it -$ *.90 *H$0  #I.1 # U#
#E$S %% Il 1%% “%# *# “%9. #$ 09 *%9! #.:
#$$ 9: #:9 1#: $$ *% # 9%% #*.# 0u9* #19:
#ESH o 01 10* 1> 0. H#ot> 1 #0.1. #3$.19 #0$9
( .
29 *9Y 9*$ kS 1$0 1% 1.9 $* %0 #:%
0.: M Ed 191 i 19 -9#$ *$1$ 9 # #*0
HESS %% *1 10# tL *$ bl i Bl * % 1.0
#$$ 90% H#*# % :0* ** # $1$ #8%%. 0 9% 14,
#e$#  =*9 *0 I*1 1.: O# #010% H#*HY* ~%%. 1:*
9 L O#: 19 ##0 #% 1 9%* $109  9#09 %. .
.9% 09: #9. 10: #9 $o*: . onr* 09:
#P$$  *.1 919 #0! 0%: 10 19#0 $o $#: %%
#$$ 0* ) #.$ %! - *: 0 *0ott 1 HH* %S
#3$#  %1$ 9: #0: $#9 -9 #$:* o *EUS %00
7 ;&
19 *1 ## # 9% $ . %. 10.%  #:3%9 *#.
0: #.1 $$ 1$ $ 190 -0 1$%9 fl
#3$$  #S$. 1= i #rx ; * 1 *1$s . .9 0.!
#$$ #$: 1$. %% #1* ! * 1 *$* 1:10 *9.
#ESH  ##9 1% 9. 1# * 0#% 0%$9! J%$! 0
2 - .
9 # ! ## * # 00: %$# *03$ I$.
# # % ## # 000 0%0 *1 #%%
#$$$ 1$ .0 - 1% # %* %% 0%* 1$$
#$$ 1# .0 # 10 # %%9 %09 *: #90
#$H 1# *# # W* # 990 O*: 00. #:9
5 A ) 1 & ( = 6
4

36




Table 12: Indices of China’s Real GDP, Employment and Labor Force

/1 /1 /1 /411 /L1
@ , 8
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Table 13. Urban Employment
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Table 14:Elasticity of Employment with Respect to Economic Growth
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Table 15: Changes in Sources of GDP Growth (1983 to 2003)
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Table 16: Saving and Distribution of Savings Across Sectors '
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Figure 1 China: Fastest Growing Country in the World since 1978
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Figure 2. China Mean Shares in Growth
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Figure 3 : International Comparison of Gross Capital Formation
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Figure 4. Incremental Capital-Output Ratio (5-Year Moving Averages)
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Figure 5. China’s saving rate vis-a-vis investment rate
60
50
40
30 —e— investment rate
—8— saving rate
20
10
0
S
N
5 A 5 5
Figure 6. Saving rates of different sectors in China (%)
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Figure 7. The Share of China’s Top Ten FDI Source Countries and Regions (2005)
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Figure 8. Composition of GDP by Expenditures (%)

70.0
BC Or1 B NX
60.0
50.0
40.0
30.0
20.0
10.0
0.0
— — — — — \&} [\
Nej NeJ NeJ Nej NeJ Nej () ()
=~ [ee] [ee) NeJ NeJ NeJ (e} ()
[0 0] A} (o)} o W~ o A} (o)}
-10.0
5 A2 = 5 China Statistical Yearbook 2006) 2 = 5
Statistical Abstract 2007
2 A K 0(K 02JK -

China

43



Figure 9. Budget Deficits and Government Debt Issuing as Percent of GDP
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Figure 10.

The Importance of China’s Trade in the Chinese Economy
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Figure 11.

CHINA AT THE CENTER OF GLOBAL PRODUCTION
NETWORKS
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Figure 12. China’s Twin Surpluses
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Figure 13. China’s Foreign Exchange Reserves
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Figure 14. China’s current account surplus and investment account deficit
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Figure 15. Annual Growth Rate of Labor Force and Employment
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Figure 16. Annual Growth Rate of Per Capita Real GDP and Real Urban Wage Rate (5-
Year Moving Average, %)
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Figure 17. Relative Labor Productivity of Industry

9%$

LA -2 —— (iLi(Yn/n) | T

— (Yi*/Li)/(Yn*/Ln)

08$ -

*$$

I'$$

#3$$ -

$$

$3$

#6
06:
$

6
#5$#
0$s#

6%:

5 A2 = 5 China Statistical Yearbook 2006] 2 = 5 China
Statistical Abstract 2007
2 4 DK S 2%9 , K

49



