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OXKKRENAEEERH FDeng Quheng and Li Shi (2011), “Low-paid Workers in Urban China” (Research report for
the project of Low—paid Workers in Asian Countries supported by ILO).
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1995 | 2002 | 2002 | 2007 | 2007 | 2008
local local | migrant | local |migrant| local
workers | workers | workers | workers | workers | workers
Low-pay 212 2.99 2.99 5.12 5.12 5.67
thresholds
Mean wage of the 1.50 1.96 1.82 359 345 3.98
low paid
Mean wage of the 4.09 6.60 5.03 12.08 7.63 13.53
high paid
Mean wage of the 3.53 529 2.90 9.66 5.02 10.84
whole sample
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E2. Low pay incidence, Low pay gap and Squared low pay gap
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2002 2002 2007 2007 2008
local | migrant| local |migrant| local
workers | workers | workers | workers | workers

Male | 0.1626 | 0.5682 | 0.1714 | 0.4139 | 0.1687

Female | 1872 | 0.7746 | 0.2635 | 0.4266 | 0.2795

ML A SR T, HPEE X AR X S R s (WAR3) o MbIX S5 2R
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2002 2002 2007 2007 2008
local migrant local migrant | local
workers | workers | workers | workers | workers

Eastern | 0.1648 | 0.6493 0.1075 | 0.2885 | 0.1049
Middle | 0.1882 | 0.5972 03172 | 0.5463 | 0.3310
Western | 0.1748 | 0.7108 0.3264 | 0.6433 | 0.3124
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WZEHBRT LR, KREDREFEmLIES (LER4) .
®4. RIFAIZHEFKAESH

2002 2002 2007 2007 2008
local | migrant local migrant local
workers | workers | workers | workers | workers

Primary school
or below

0.1669 | 0.7963 | 0.4013 0.3926 | 0.4918

Junior high 0.2285 | 0.6780 | 0.3431 0.4541 0.3629
Senior high 0.1921 | 0.5085 | 0.2467 0.4148 | 0.2898
College or above | 0.1057 | 0.3500 | 0.1147 0.2887 | 0.1010

MR T ABERIR BERR N & A BRI 2 E , IR LW ANBEE A B m R 5
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#4.8%; A& B LA IR BT NBERI IR S 2 BRI T BRFm 204 B4y 5, i o L%
NEET FEEL B R PRI 30 0 il FIRT IR R B B U2 Sl AR, B AR
TR EHEAOHE AT e R Lk, M SBOE £ 2R DATE KA 4y it 22 5
(WFRS)

R5. FRALHKETHRERZER (%)

2002 2002 2007 2007

local migrant local migrant

workers | workers | workers | workers
Low pay 2.69 64.09 4.79 45.36
High pay 0.64 43.05 1.22 13.93
Unemployed 5.24 71.43 9.35 66.27
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2007 2008 2007
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Low wage workers and optimal minimum wage
policy in China

Shi LI

Professor of Beijing Normal University

Based on the former studies on wage/income inequality, Prof. Li first points out that the
problem of low-paid workers and the minimum wage policy in China deserves more attention

of academic research.

Through closely investigating the 1995, 2002, 2007 and 2008 waves of CHIP and taking the
two-thirds of the median of hourly wage as the threshold of low pay, Prof. Li finds that for
local workers, the low pay incidence doesn’t change much during this period, while the low
pay gap and squared low pay gap suggests that the average wage of the low-paid workers
decrease relative to the enlarging income inequality. On the contrary, for the rural migrant
workers, the data reveals that the low pay incidence decreases significantly during this period

and the distribution of wage becomes more equal.

As for the structure of the low-paid workers, it is in line with our intuition that women, middle
and west areas, and relatively less educated workers take a large proportion of the low-paid
group. Further, a significant positive correlation between the low pay incidence and poverty

rate is also observed.

To reduce the wage/income inequality while not to result in unemployment, it’s necessary
to take both the determinants and effects of the minimum wage into consideration for an
optimal minimum wage policy. On the determinants of minimum wage, Prof. Li provides two
hypotheses to be tested: (1) It is mainly determined by local living costs; (2) Governments in
rich cities have a motivation to raise low-wage standard to reduce population pressure. On the
impacts of rising minimum wage standard on wage/income inequality and unemployment,
Prof. Li gives another two hypotheses: (1) Rising minimum wage standard reduces wage
inequality, but it has ambiguous effect on income inequality; (2) Its impact on unemployment
largely depends on wage distribution and profit distribution of enterprises, particularly of
SMEs.

Prof. Li claims that, to evaluate the optimality of the current minimum wage policy, a series

of woke to be accomplished, such as the generating actual wage distribution and profit
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distribution of enterprises at city level, estimating unemployment elasticity of minimum
wage at city level, and estimating the effects of minimum wage on wage inequality and
unemployment. Only based on these results can we set up criteria for optimal minimum wage

at city level.
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Dealing with the Dilemma of Real Estate
Regulations in China

Sheng HUA

President of Yanjing Overseas Chinese University

In his speech, Dr. Hua reports his opinion on the real estate industry regulations in China.
He compares the urbanization processes and the real estate regulations of China, Japan and
Korea. Based on the successful experiences in Japan and Korea, he proposes some policy

suggestions.

The speech is divided into three parts. First of all, Dr. Hua introduces the background of this
speech. There is a big debate on the real estate industry recently as the real estate industry has
the closest relation with the immediate interest of the resident. He notices that the situation of
real estate industry and the environment of macroscopic policy have been deteriorating since
this year. Secondly, Dr. Hua compares the urbanization processes of China, Japan and Korea
and thus analyzes the change of the real estate industry in China during the urbanization
process. Finally, he proposes some useful policy suggestions on the real estate industry

regulation in China.

Dr. Hua regards the problem of high housing price as a result of the deficiency in real estate
system in China. The current situation needs to be changed immediately and the reconstruction
of some institutions of real estate industry can be a way towards to solve the dilemma in real
estate industry regulations. Drawing lessons from Japan and Korea, he comes up with three
measures including transferring the focus from transaction tax and turnover tax to income tax,
setting up the fixed asset possession tax and collecting the inheritance tax as the house can be

taken for a kind of heritage.
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Economics Paper No: 99, 1st October 2003. iZk&20044E @ H K —A~/ M- %%: Jim O’ Neil, Sandra Lawson, Dominic
Wilson et al.: Dreaming With BRICs: The Path to 2050, 2004 The Goildman Sachs Group, Inc.
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BRICS: Background and Prospects

Feng LU

Professor of National School of Development, Peking University

With South Africa joining the BRICS coalition, leaders of the five countries met at Sanya,
China in April. Sanya Declaration on BRICS was launched and attracted global attention.
From the perspective of China’s long-term economic development, Professor Lu discussed the
forces that summoned the most representative members of the emerging economies to seek

cooperation, and the favorable factors as well as constraints on the BRICS cooperation.

The BRICS concept and the ensuing cooperation mechanism, have arisen against the
background of the profound evolution in the global economic landscape. The emerging
economies have been strengthening their economic power and become a basic force in shaping
the global economic landscape. In terms of the marginal contribution, BRICS have turned out

to be the most important growth engine for the world.

China outperforms the rest in the BRICS in the field of both relative size and marginal
contribution. The prospect of BRICS cooperation lies crucially on how several issues
concerning China can be dealt with. First, the relationship between BRICS and other emerging
economies; second, the internal relationship among BRICS members; third, the relationship

between BRICS and the existing multilateral framework, especially the G-20.

Last but not least, how China understand the relationship between advancing domestic reform
and involving in global governance, will exert an indirect but substantial influence on the
BRICS prospect.
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Market transition: How to break the Ice

Fengchun WEI

Chief Strategist of China Securities Co., Ltd.

China economy has stepped into a new 10-year cycle since the second quarter of 2009. During
the period of Oct. 2010 and Apr. 2011, the economy has transformed to endogenous growth,
so that business inventories have been quickly running down and the demand and supply
tend to balance. Since May 2011, the enterprises will replenish the inventories actively. The
economy is expected to maintain the growth trend in the second quarter of 2011. However, it
will be faced with two constraints: one is the rising material and labor cost, caused by tight

credit and price controls; the other is the relatively weak domestic and foreign demand.

During the transition period, the policy orientation depends on the government’s attitude
towards inflation. Currently, the government regards inflation as a chronic disease which
cannot be resolved instantly, while social stability becomes the priority. Doctor Wei expects
that the government might increase the interest rate modestly, speed up RMB appreciation,
and raise the reserve requirements in the next period. Considering government’s emphasis
on social stability, the government will increase 337.2 billion fiscal expenditures to maintain
social stability in 2011 compared with last year. Meanwhile, the government claims to cut
down the deficit rate to 2% in 2011, in order to lower the likelihood of expansion of public
risks. These evidences indicate that the central government might not exert stimulus policies

to prompt economic growth. Hence, the economic development is dependent on innovation.

One obvious innovation lies in that Chinese local government creatively integrate the
resources. For instances, they provide preferential policies for dominant enterprises to
promote industrial agglomeration; they actively take the lead in the merge and reform of small
and medium size banks. The other innovations include technological innovation, industrial

integration, and the adjustment of business models.
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Influences of High Oil Price to China Economy and
Investment

Chang SU

Chief Analyst and Associate Director of Shenyin & Wanguo Securities

Dr. Su gives a speech on the influences of high oil price to China economy. He first
summarizes several main contradictions revealed by 1st-quarter data, and then predicts that
it’s more likely for the sequential GDP growth rate to reverse in the next quarter, and then rise
up till the end of this year. The contradictions include the rising electricity production and
a decreasing PMI; a high growth in fixed capital and real estate investment, and a lowering
money supply, as well as the tightened lending rate. Someone argues that the significant rise in
our imports indicates booming domestic demand, but most of the rise in imports is attributed
to rising import prices. Therefore, considering the tightening credit market condition, Dr.
Su believes that GDP, as well as CPI growth rate will be more likely to exhibit a downward

process, instead of staying in current high level.

But uncertainties in oil price may revert the above judgement. If the oil price continues to
rise,then expectation for inflation, together with the effect of continuous QE2 policy carried
out by U.S. Fed, may induce CPI decreases more slowly, or even remains high during the rest

of the year.

Second, current oil price is still likely to increase. The strength of global production,
particularly in emerging market and developed countries, recovers quickly, indicating soaring
demand for commodities, oil and other raw materials in near future. Although European
Central Bank (ECB) has raised the interest rate, one should note the difference in the targetting
inflation between ECB and U.S. Fed: ECB focues on controlling nominal inflation, but U.S.
Fed aims at stabilizing core inflation. Right now the core inflation in U.S. is rather stable
despite the QE2 policy, and the Michigan survey reveals that the expectation for the next 5
years’ inflation is also not very high. Moreover, technical analysis of foreign exchange market
indicates a devaluated dollar, and the current political crisis in Middle East and North Africa
has further tightened the supply of oil. These fators all imply that the oil price may have not

reach its peak now.
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From the perspective of Juglar’s Cycle, Dr. Su also believes that oil prices may become a
restrictive factor for China’s growth and investment in the long run. On one hand, compared
with other countries in the world, the per capita energy consumption of China remains in
low level, and its urbanization process has just been started. On the other hand, production
capacity of oil exporting countries cannot grow in a comparable speed as China economy.
Thus the rising oil price may shorten and magnify the Juglar’s Cycle in China, because it
will be very hard to use the macro policy to regulate inflation given a persistent,large energy
demand gap.

Finally, Dr. Su briefly introduces their investment strategies for the year 2011. Since there is
a large fiscal deficit to be accomplished in this year, if CPI becomes lower in the next quarter,
then expansionary policy will be carried out, inducing more related investment and more
money supply, both of which could stimulate the stock prices. Therefore investing in stocks in

cyclical industries could be a proper choice.
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Worsening Terms of Trade and Decreasing Trade Surplus

Guoqing SONG

Professor of National School of Development, Peking University

Prof. Song first gives a short comment on current macroeconomic situation. He said that
although the money and the credit supply have contracted during the first two month of the
Ist quarter of 2011, the fiscal expenditure, as well as the quantity of loan, has increased
significantly in March. In addition, the unusual jump of debt issuance also indicates that the
central bank may have to continue to carry out its current tightening monetary policy for

another month in order to control the inflation and liquidity.

Prof. Song then goes on to talk about the negative influence brought by China’s aggrevating
terms of trade and decreasing trade surplus. During the 1st quarter of this year, China’s trade
balance is negative, which is the first time since 2004. This trade deficit is mainly caused by
soaring import price, not increasing amount of importerd goods. From 2008 when the import
price was very low, the terms of trade has been dropped by 20%. If multiplied by China’s
yearly imports, this decreasing terms of trade could translate into a huge loss of national
income of about 2.4 trillion yuan. This is the loss in national income, not GDP, but it should

be reported when the terms of trade has undergone such significant changes.

It seems that the terms of trade is closely and positively correlated with commodity prices.
Before the year 2000, since China’s share in global trade volume is relatively low and there
were some administrative constraints in imports, such relationship is not significant; but after
that, because China keeps growing very fast, its overwhelming demand in metal, oil and other
commodities drove the commodity prices go up quickly. Such situation could also be seen
during the 1970s, when Japan, South Korea and other emerging North Easten economies were

taking off and consuming large amounts of resources.

Another reason for the increasing commodity prices is the low interest rate. During 1970s, the

Federal Reserve insisted on carrying out expansionary interest rate policy, which stimulated
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the real estate investment and consequently spurred the demand for oil. The increasing trend

of commodity price continues to hold until in 1979 when Volcker started to raise interest rate.

Therefore, the effective way to fight against the current aggrevating terms of trade is raising
the deposit rate gradually. If the deposit rate is higher than expected growth rate of real
estate prices, demand for housing construction, and furthermore for commodities, will be
significantly dampened. Apart from this, another realistic method to alleviate the losses in
imports is to stimulate human capital and R&D investments. These types of investments are
not as resource-intensive as real estate or infrastructure investment, and their investment

return will be very high after decades when China’s urbanization is almost completed.
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NECES 9.6 5.2 144 247 172 232 297 352  6.46

BIATWASE: “EFREERK, BRENEE, ARERED, HEREDRE, CXH
gE, MERFELA 7

523K “JL RCMRCHIIHBM™ : 20114E1 5%

TS b GDP  CPI ™ #%m o mn o EEn FE XK

S ] 9.5 4.9 135 233 19.2 247 294 3.09 652
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