
Incomplete version, strictly no citation 

 1 

Session Number: 6C 
Session Title: Growth and Productivity 
Organizer: Organizing Committee 
Chair: Marcel Timmer  

 
Paper Prepared for the 31st IARIW General Conference, St. Gallen, Switzerland 

August 22-28, 2010 
 

ACCOUNTING FOR LABOR INPUT IN CHINESE 
INDUSTRY, 1949-2005*# 

 
Harry X. Wu 

Institute of Economic Research, Hitotsubashi University, Tokyo  
harry.wu@ier.hit-u.ac.jp   

 
Ximing Yue 

Renmin University of China, Beijing 
 

Following the user cost theory on labour input, this study carefully scans through both 
published and unpublished data and then constructs employment and compensation 
matrices for the Chinese industrial workforce in 1949-2005. Our measures capture 
individual and interactive effects of changes in gender, age, education, occupation, 
industry and ownership types of the Chinese industrial workforce, and decompose the 
growth of labour input in Chinese industry into quantity and quality changes. We 
show that China’s industrial work force experienced a quality decline in the central 
planning period, measured as negative 7 percent of labour input growth per annum, 
but for the reform period, quality improvements accounted for about 20 percent of 
labour input growth per annum. Sector or industry shift played an important role in 
quality change, which may reflect the restructuring effect of policy changes over time. 
However, we have found that education was not a significant source of labor quality 
improvement. We argue that the education effect might be largely captured by the 
unusually important contribution by age to labour input growth, as seniority had a 
dominant weight in determining labour compensation in China.  
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* We are indebted to Mun S. Ho, Hiroki Kawai and Barbara Fraumeni for their helpful advice on 

methodological issues and to Li Huimin, Liu Fujiang, Qi Shuchang, Song Changqing, Wang Mingshan, 
Wang Xiaohui, Xu Xianchun, Zhang Xin and Zhou Xuewen from China’s National Bureau of Statistics 
(NBS) for their assistance on data issues for many years. Helpful comments and suggestions received 
at the Western Economic Association International Pacific Rim Conference in Taipei and various 
seminars held in Groningen Growth and Development Centre, The Netherlands, Research Institute of 
Economy, Trade and Industry, Japan, the G-COE Workshop at Hitotsubashi University, and the 
productivity workshop at The Conference Board Beijing Centre. The data work described in this paper 
is supported by the Hong Kong Polytechnic University Research Grant (P-A93). 

# The coverage of the present version is narrower than the original proposal due to data problems. 
It concentrates on the industrial sector for 1949-2005 rather than the total economy up to 2008. 


