
sector.vii Except for 2009 (affected by the global financial crisis), positive industrial employment 

elasticities were recorded over the period 1999-2012. 

 
 The employment rate, the equilibrium point between labour supply and demand, jumped three 

times from 207 million to 761 million over the period 1952_2010 (Figure 13). Gripped by low wages and 

disguised unemployment during the communist rule, the social-market experiment following reforms 

boosted employment growth, which grew 553 million in 1989 to 647 million in 1990, recording its 

highest annual average growth rate of 17% in that period (Figure 14). The steady increase in labour force 

participation rate is a reflection of the nature of social market reforms China introduced to integrate 

with the global economy. 

 As a consequence of rapid labour absorption, the unemployment rateviii fell from 4.9% in 1980 

to its trough of 1.8% in 1985 before a two-decade-long rise to 4.3% in 2003 (Figure 15). Reforms 

instituted on SOEs led to a rise in unemployment to 3.1% in 1989. Despite labour absorption, 

unemployment rose steadily until 2003 owing to structural unemployment caused partly by reforms 

faced by the SOEs. It has since either fallen or kept steady in trend terms, reaching 4.1% in 2011.  

 Rapid industrialization transformed the sectoral labour force participation rates as the share of 

employment in agricultural sector fell from 83.5% in 1952 to 34.8% in 2011, while the commensurate 

shares in the industrial sector rose from 7.4% in 1952 to 29.5% in 2011 (Figure 16). Employment by 

services grew from a share of 9.1% in 1952 to 35.7% in 2011. Economic reforms and the integration into 

the global economy transformed China from an agricultural to an industrial economy. Labour migration 

into the booming industrial and service sectors was the major reason, the introduction of largescale 

agricultural production using high technology was also important. 



 

 
 Clearly, the rapid growth in real wages in the world’s most populous country demonstrates that 

the infusion of market forces in a protracted manner with the state retaining control to ensure that the 

interests of the poor are shielded is arguably a great example for other economies to study. The high 

increase in real wages obviously also suggests that China has managed to experience the high road to 

industrialization as defined by Piore and Sabel (1984), and Pyke and Sengenberger (1992). Rapid 

economic growth led by manufacturing has been accompanied by tangible improvements in the 

material conditions of labour as wages have grown significantly over the years. 

 As shown in Table 7, all manufacturing industries recorded rapid average annual real wage 

growth over the period 2001_2011. Overall (8.5%) wages grew faster than manufacturing (8.1%) wages 

for the reasons explained earlier. Tobacco and special purpose machinery recorded the highest wage 



growth in the manufacturing sector at 10.2% per annum. Between these two industries, tobacco by far 

enjoyed a massive real wage growth as mean wages 2000 prices in the industry reached 57,749 yuan 

compared to only 25,740 yuan in special purpose machinery. In addition, the manufacturing industries 

of textile, timber, bamboo and straw, furniture, paper and paper products, chemicals, nonmetallic 

mineral products, and general purpose machinery also enjoyed higher real wage growth than overall 

wage growth in China over the period 2001_2011. 

 In addition to rising wages caused by a greater rise in labour demand over labour supply and the 

rising premium for skilled and knowledge-based labour, the Chinese government has also reviewed its 

minimum wages every two years to ensure that the formal labour market is properly regulated. 

Minimum wages in China vary according to the regional and provincial differences in socio-economic 

conditions, as well as the concentration of labour across China. Although the national regulations, 

Regulations on Minimum Wage, was enforced in 2004 as a guideline to protect employees being fairly 

remunerated, the provincialization and decentralization processes following reforms allow local 

governments the regulatory space to initiate their own regulations based on specific socio-economic 

conditions. Moreover, the changing external economic environment caused by factors, such as, 

inflation,ix have often required the authorities to calibrate minimum wages to reflect market conditions 

so as to protect the welfare of employees. Following the law to encourage provincial authority to adjust 

the minimum wage once every two years until it is lifted up to 40% of average wage of urban employees 

in 2015, the national average annual growth rate of minimum wage was increased by 22% in 2011 and 

20.5% in 2010. Among the provinces, Shanghai enjoyed the highest monthly and hourly minimum wages 

of 1620 yuan and 14 yuan, respectively, while the landlocked provinces/regions such as Guizhou and 

Chongqing recorded lower monthly and hourly minimum wages (Table 8). The dynamic economic 

provinces of Guangdong, Shenzhen, Jiangsu and Zhejiang also enjoyed relatively high minimum wages. 

 

4.4. Female labour 

 

We examine the gender issue in China’s labour market here because female labour is attracting strong 

attention as they emerge from a background of subordination to males. Because China’s early history 

has been dominated by men, the gender inequality that persisted since the Han Dynasty had remained 

until the establishment of People’s Republic in 1949 when the Communist Party announced that the 

liberalization of women as a sign of modernization. Encouraged by Mao Zedong’s motto of ‘woman can 

also hold up half sky,’ women were given equal rights to participate in the social relations of production. 





 
 

 Women’s participation in the formal labour market became more pronounced since market 

reforms were introduced in 1978. Attracted by the better urban incomes, young migrant women left 

their homes from rural areas to seek employment in industrial areas to supplement household incomes 

or to support their male siblings to attend college. Statistics from Shenzhen General Labour Union 

(2003) show that 70% of the 5.5 million migrant workers were females in the Shenzhen Special 

Economic Zone in 2003. In one of its sub-districts, i.e. Nanshan, female labour accounted for 80% of the 

entire workforce with an average age of 23. However, lacking the skills and knowledge of urban 

educated woman, most rural female migrants are employed in segmented labour markets in the 



informal and low-wage employment sectors. Young migrant workers, with minimal education and 

awareness of labour-related rights found are largely exposed to low-wage employment with weak 

labour protection and physical and psychological problems. 

 
 The development of female employment since the Communist Party took over is associated 

with the following: first, the modernization of household relations as women began to enter education 

stream in large numbers, (including in technical fields), and second, market reforms since 1978 provided 

massive demand for female labour. However, while these two developments unleashed strong 

motivation for women to work, the gradual withdrawal of the state from economic activities triggered a 

gradual fall in female labour force participation rates, which dropped from 72.7% in 1990 to 63.8% in 

2012 (Figure 19). The steep decline happened since 1998 until middle 2000s, which is believed to be a 

consequence of large-scale SOE reforms as a massive number of employees were retrenched. Rising 

incomes also led a number of females to stay home and take care of household chores. Hence, females 

in the labour force stabilized at 36%_38% in the period 1994_2011. 

 Overall and female employment in manufacturing has started to decline since 1994 before both 

of them experienced a rise after bottoming in 2003. The female composition declined from its highest of 

45% in 1995 to its lowest of 39% in 2011(Figure 20). The declining trend in the female share of 

employment in manufacturing is a consequence of industrial upgrading from low technology labour-

intensive industries, such as, clothing and tools manufacturing, to middle technology industries, such as, 

machinery manufacturing. While the former is dominated by female workers, the latter is dominated by 



male workers. Nevertheless, manufacturing alone accounted for 30.9%_42.4% of overall female 

employment over the period 1994_2011 (Figure 21). 

 
 Although China has enjoyed a relatively high female labour participation rate compared to most 

developing economic and the smallest rural-urban and gender wage gaps among developing countries 

(World Bank Institute 2012), female labour in manufacturing shows longer working hours than workers 

(including female) in the overall economy over the period 2001_2011. This gap has narrowed since over 

the period 2007_2011. In general, both male and female working hours in manufacturing is much longer 

compared to other sectors (Table 9). However, there is no discernible difference in male-female working 

hours over the period 2001_2011 to suggest that women work longer than men in manufacturing. The 

narrowing gap in working hours between manufacturing and other sectors also shows a shift in 

economic activity away from manufacturing to the other sectors, such as, services. 

 

 



 
 However, severe challenges still face China’s female workers. Although industrialization and 

globalization have improved wages, female workers earned less than 31% on average the wages of man 

in 2011 for doing the same job. Also, gender discrimination also affected female job seekers in the 

employment market with many employers preferring male employees owing to legal protection for 

maternity leave and other preferential treatment given to women. In addition, urban migrant female 

workers often face serious social problems. Given the special characteristic of unions in China, which are 

a subordinate organ of government, female labour often lacks empowerment to seek their labour-

related rights. The government’s sanctioning of other forms of unionization denied the All-China 

Federation of Trade Unions the legitimacy to fight for worker’s rights. As a consequence, the collective 

bargaining power of migrant women workers is largely absent to assist them to seek their rights from 

employers. Hence, unrests involving worker abuse have continued to explode in China, such as, the 

notorious Foxconn suicide scandal. 

 

5. Conclusions 

 

Although we have not examined the state of freedom and happiness the people of China may have 

enjoyed when the gates to global integration were opened in 1978, the evidence shows that massive 

trade and investment flows have followed since reforms began, which has not only stimulated rapid 

economic growth and structural change but it has also generated significant improvement in real wages, 

especially from the 1990s. The advantages offered by the seafront and an earlier focus by the 

government made the Eastern coastal provinces the largest beneficiaries of globalization in China. 



Manufacturing value added and structural change and wages have grown the fastest in these states. 

Nevertheless, the middle inland provinces and federal territories of Jiangsu and Beijing have also 

benefited considerably from the transformation. Although regional inequalities have widened as a 

consequence of the faster development of the Eastern provinces compared to the Western provinces 

the evidence shows that material progress has been felt by most provinces. 

 The evidence shows that global integration through the infusion of capitalist organization under 

a socialist structure where the central government has increasingly decentralized planning to absorb 

provincial and municipal participation in decision making has been successful in ensuring long run 

growth, structural change and improvements in wages. The government’s focus on targeting 

technological capability has been important in the structural transformation of manufacturing from 

lower to higher value added activities. Elsewhere Mathews (2014) has offered convincing evidence to 

show how China is driving Asia’s new great transformation through a focus on renewable energy to 

power economic growth. 

 However, China’s massive industrial labour market has also been gripped by social problems. 

Manufacturing workers on average still work longer than other workers in the economy. While female 

labour force participation rates are high compared to other developing countries, rising wages has also 

capped further increases since the 2000s as women have chosen to handle household chores more. 

However, not everything has been rosy as vulnerable industrial rural migrant workers have also been 

exposed to abuse by factories from time to time. Also, women on average still earn around one-third of 

men for similar work done in China. 
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Ocean in 1154, and their voyages extended as far as Yemen. 
iii Interviews with a senior German engineer of Shanghai Volkswagen on 29 September 2000 in Shanghai. 
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v The low price elasticity may also be explained by the absence of a well-established market mechanism. 
vi The observation period extends from 1998 to 2010 in order to capture the industry development after reforms 
and insertion of global economy, especially the entrance of WTO in 2000. The period before 1998 was not taken 
into discussion, as the changes in elasticity was not significant enough to examine the impact of globalization and 
industrialization on labour market. 
vii The aggregate number of laid-off workers was 27 million from 1998 to 2004. The number of layoffs reached its 
peak of 6.6 million in 2000. 
viii It indicates the share of unemployment on total labour force. 
ix 9. According to the Law, the minimum wage is a function of a set of socio-economic factors, which is expressed as 

follows: 

M＝f (C, S, A, U, E, a) 

where M: Level of Minimum Wage; C: Urban Average of Life Expenses; S: Social Security 

Fund and Housing Provident Fund by Employees; A: Average Wage of Employees; U: Unemployment 

Rate; E: Level of Economic Development; and a: adjustment factor. 

 

                                                           


