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Possibility of Labor Service Cooperation between
Northeast China and Other Countries in Northeast
Asia

Shengjin Wang and Jingchun An

PRESENT SITUATION OF HUMAN RESOURCES IN
NORTHEAST CHINA

According to the Fourth Population Census of China in 1990, the total
population of Northeast China was 99.336 million, of which 52.70 million
were at work. This pool of labor, more than half of the total population,
is one of the advantages in developing the economy of Northeast China.
The labor force of Northeast China can be characterized as follows:

1. The active labor force is large, rapidly increasing and voung. In
1990, the percentage of the active labor force or labor force base (ages

15-59) in Northeast China was over 64%, while it was 62% for the whole
China. And, since 1964, the rate of increase in the labor force has been
much higher in Northeast China as compared with that of the entire
nation, although the rate of increase in Northeast China had been lower
before 1964. The reason for the higher rate of increase in Northeast Asta
in recent decades is that the population born during the two boom periods
of the 1950s and 1960s has been gradually entering into the working age
and the birth ratc has decreased since the implementation of family
planning policics in the 1970s. It seems clear that this situation will
continuc for some time. The active labor force in Northeast China is also
relatively voung, with more than 80 percent being young adults, among
whom 74 percent are between ages 15 and 34.

2. The_cultural quality of the active labor force is relatively low. The
educational status of the current labor force in the three provinces of
Northeast China is far from meeting the nced of the region's economic
development. Two-thirds of the people are at the level of junior school or
below it. and among them, 80 percent have merely reached the level of
primary school and are illiterate or functionally iiliterate. The quality of
the labor force is relatively low and it is necessary to improve it.

From the Fourth Population Census of China in 1990, we know the
following facts about the structure of the labor force in industry: the
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primary industry employs 52.7%, the sccondary industry 27.2%, and the
third (tertiary) industry only 20.1%. Generally, 60% of the total labor
force in developed countries and 40% in developing countries work in the
third industries. This shows that the third industry in Northeast China is
still backward, and the labor force structure in industry is not reasonable.

In addition, there are senious imbalances in the distribution of labor.
For cxample, Shenyang city (including the urban and suburban areas and
counties) in Liaoning province has an area of 515 km? with 3.03 million
in the active labor force. But, Chaoyang city, which has an area of 19.71
km?2, has 1.53 million in the active labor force. The same phenomena are
also found in Jilin province and Heilongjiang province. This has been
caused mainly by the fact that labor force, including the high-level labor,
is relatively concentrated in the big or medium-size cities in Northeast
China; in some remote arcas, however, there is a sparse population and
the labor force is not only small in number but also low in quality.

THE PROJECTION AND ANALYSIS OF THE LABOR FORCE
IN NORTHEAST CHINA IN THE NEXT 20 YEARS

A demographic computer program has been utilized in this paper in
analvzing the projection and trend of changes between the total number of
the population and the labor force in Northeast China from 1990 to 2010.
This projection is made in each province separately. When we synthesize
the results of the projection in cach province, we obtain the number of the
total population and labor force in Northeast China in the coming 20
vears. The general result is in Table 11.1.

From Tablc 11.1, we can find that the total population in Northeast
China will be 109,12 million by the end of 2000, and that the labor force
base (13-59) will be 74.07 million, making up 67.9% of the total
population. In 2010, the total population will be 115.03 million, of which
the active labor force (or labor force base) will be 79.59 million or 69.2%
of the population. Clearly Northeast China will be increasingly rich in
human resources in the next two decades. The active labor force 1s the
result of changes in the birth rate of the previous period, so it will be
difficult to change this supplving situation in the following long periods
cven if China trics its best to control the birth rate.  The specific analysis
of the projection results can be found in Table 11.2.

In the last 10 vears of this century, the labor force base (ages 15-59) in
Northeast China will increase by 16.22 million of newly-added (age 15).
That means the total labor force base will increasc to 74.07 million. In
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Table 11.1 The projection result of population in Northeast China in next
20 years (in millions)

Year 1995 2000 2005 2010
age no. % no. % no. % no. %

<15 2443 234 2422 222 2253 200 2090 18.2
15-49 6294 60.2 64.67 59.3 64.54 573 63.00 548
50-59 799 176 940 86 13.37 11.9 16.59 144

+60 9.17 88 10.83 9.9 12.20 108 1446 12.6
total  104.53 100 109.12 100 11264 100 115.03 100

Table 11.2 The labor force supply in Northeast China in next 20 years
(in millions)
Year Labor Force Base (a) Entering LFB Total labor supply (b) Labor added by
(15-59 pop.) (age 15 pop.) (people at work) population (¢)

1991 67.77 1.80 57.60 1.62
1992 68.65 1.73 58.35 1.56
1993 69.45 1.66 59.03 1.49
1994 70.21 1.62 59.68 1.46
1995 70.92 1.59 60.28 143
1996 71.55 1.56 60.82 1.40
1997 72.14 1.54 61.32 1.39
1998 72.73 1.53 6182 1.38
1999 73.36 1.57 62.36 1.41
2000 74.07 1.62 62.96 1.46
2001 74.80 1.68 63.58 1.51
2002 75.60 1.75 64.26 1.58
2003 76.43 1.78 64.97 1.60
2004 77.22 1.75 65.64 1.58
2005 77.91 1.70 66.22 1.53
2006 78.44 1.64 66.67 1.48
2007 78.88 1.59 67.05 1.43
2008 79.22 1.55 67.34 1.40
2009 79.46 1.54 65.16 1.39
2010 79.58 1.55 67.64 1.40

Notes: a. Population between age 15 and 59 is the result of the former
projection.
b. Labor supply (pcople at work) = population (ages 15-59) x 0.85
c. Labor added by entering population = entering population x 0.90
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the first ten years of the next century, the number of the newly-added
active labor force (age 15) will be 16.53 million, and the total labor base
will increase to 79.58 million in 2010. Besides the figures mentioned
above, two conditions can be found with respect to labor supply in
Northeast China in the last decade of this century.

First, the total number of the labor force base in Northeast China
1990 was 64.33 million, while the number of people at work was 52.70
million. That is, the actual utilization rate of labor force was 81.9%.
However, if a utilization rate of 90% is used (i.c., if we exclude those in
school and in the military service who make up 10% of the total labor
force), approximately 5.2 million people were not employed in Northeast
China in 1990. So in the last decade of this century, it follows that
employment will be needed for an additional 200,000 people on average
per vear who want to be employed, as well as the average annual 146
million newly-added labor force. That is, the average annual total of the
labor force added during the 10-year period is 1.66 million.

Sccondly, in 1990 therc were 16.48 million workers in the state
enterprises in Northeast China. It is estimated that these enterprises are
overstaffed, with one third of the workers being redundant. On the other
hand, with advances in technology and capital utilization in industry,
many of these workers have to transfer to other sectors or areas each year.
Considering these factors, employment will be needed for more than two
miilion annually in the last decade of this century.

Given the above two points, the problem of providing adequate
employment will remain a very difficult task in the coming years in the
economic development of Northeast China.

As noted above, the large number of new workers will require a large
number of new openings. As can be scen from Table 11.2, the number of
the labor force base in Northeast China will increase to 74.07 million by
the vear 2000, which is 9.74 million morc than in 1990. If 81.9%, the
utilization rate of human resources in 1990, is not to be improved by
2000, there will be 60.66 million people who need to be provided with
jobs. with 7.96 million more openings nceded than in 1990.

This pressure comes mainly from three sources.

1. In the countryside, the newly-added labor force was not fully
utilized in the past because of the single agricultural productive system
under which almost all the peasants were confined. Since cconomic
reform program was implemented in the agricultural sector with the
adoption of the "contract responsibility system,” a surplus of rural labor
force has emerged who need transfer to non-agricultural sectors. Some of
them have succeeded in finding new jobs, but a large rumber of the
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surplus workers have poured into the cities blindly and recklessly, and yet,
the surplus labor force left in the countryside is still quite large. In some
areas of the countryside, the surplus workers make up 40% of the labor
force. In Northeast China, the total areca under cultivation is estimated to
be 243.58 million mu and the number of the agricultural labor force is
19.53 million. In terms of the present level of agricultural production and
on the basis of 20 mu per individual worker, only 12.18 million peasants
are needed, which means that 7.35 million peasants are surplus labor.
Morcover, since the farmers in Northeast China cannot work in the fields
all yvear around, the imbalance in the supply and demand of labor in the
countryside is quite serious.

2. Nor in cities and towns has the problem of employment been
completcly solved. At the end of 1990, there were 900,000 people waiting
to be employved in the urban areas of Northeast China. To take the cities
and towns of Jilin province as an example, over 200,000 potential workers
born during the 1960s and 1970s have reachcd employment age, and the
government can arrange employment for only 40,000 annually.

3. Especially in state enterprises, overstaffing is very common, and the
utilization rate of the effective working hours in many of them is generally
40% to 60%, with the lowest only 30%. Excess workers in these
enterprises make up an estimated 15% to 20% of the total work force.

Quantity is not the only problem. Because of the modemization of
agriculture and the improved production, the transfer of surplus
agricultural labor will increase the non-agricultural labor supply in cities.
Thus a key challenge for Northeast China in the vears to come lies in
dealing with the large increase of the labor force as well as the transfer of
the surplus labor.

LABOR FCRCE IN JAPAN

In recent vears, the shortage of labor in Japan is mentioned in Japanese
newspapers and TV's nearly every day: for example, the large quantity of
trucks in parking lots that nobody drives, buildings under construction
that cannot be completed, and hospital beds that are lying idle without
nurses. Obviously, the shortage of labor has become a scrious social
problem in Japan.

Present Situation

A recent survey by the Japancse government of 4,500 enterprises
shows that 70% of thesc enterprises arc short-handed, especially those in
construction, metal work, machinery and the catering trades. Because of
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the shortage of manpower, the operations of these enterprises are seriously
curtailed. They have to extend working hours and call off holidays,
causing an increase in wages and costs.

Another serious social problem caused by the shortage of labor is that
there is a large group of illegal forcign workers. The laws in Japan
stipulate that foreign workers without special skills cannot be cmployed.
However, the reality is that enterprises need foreign workers to sustain
their business and the foreigners want to make money. In recent years, the
number of illegal workers in Japan has increased to as many as 100,000
to 200,000. They come mainly from the Philippines and Pakistan, with
thosc from China making up 3.5% of the total and ranking 7th. It is
believed that most of them obtain their visas as travelers and students or
through mammage. Many of them have become the main employees in
somec medium and small e¢nterpriscs.  An investigation made by the
Ministry of Justice on September 19, 1992 showed that 60% of medium
and small enterprises employed illegal foreign laborers. The 172
enterprises investigated were found to employ 806 foreign laborers, 62.5%
of whom were illcgal.

Causes

The underlying causc of the current labor shortage in Japan lies in the
changes in its population structure which have taken place during the
high-growth period of the Japanese cconomy. Due to the decline in the
birth rate and the prolongation of the average life span, there are 14.88
million persons over age 63, constituting 12% of the total population. It is
reported by the Sanho Comprehensive Rescarch Institute that the Japanese
labor force (ages 15-65) will decline by 0.6% cach vear from 1997. 1t is
also calculated by the Labor Ministry of Japan that the labor shortage will
reach 2.6 million in the vear 2000, and 5.6 million in the vear 2005 if the
Japancse economy {GNP) grows at the rate of 3-4% per year during the
1990s.

An unbalanced employment structure i1s another reason for labor
shortage in Japan. Employvment rates in different arcas do not balance,
while ages and occupations are not distnbuted evenly. In 1989, the total
labor force in Japan was 62.7 million, out of which 61.2 million were
cmploved; thus. 1.42 million workers were uncmploved when 70% of the
small and medium-sized enterprises were short-handed.

With a change in social valucs, there s also a tendency for more and
morc Japanese workers to avoid jobs in construction, machinery, and the
catering services, which conscquently need to employ more foreign
workers.
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Labor shortages are also striking in the field of scientific research.
According to a survey conducted by an economic news agency in Japan,
62.3% of scientific rescarch personnel and 70.5% of company managers
thought that "a shortage of qualified persons” was the main factor
hampering technological progress. And the Science and Technological
Policy Research Institute of Japan reported that at the current rate of
economic growth, Japan would be short of 510,000 scientific research
personal in 15 years. The report also revealed that the number of
engineering graduates working in industries decreased by 9.6% in 1988 as
compared with 1986. This trend directly threatens the Japanese economy
whose strength depends on the superiority of its technological
development. Many of the Japanese enterprises are counting on foreign
students. There were 707 foreign students in Japan last vear, 2.8 times
more than 5 years before. Among them, the 217 Chinese students were
the largest group.

Debate

The Japancse government, private enterprises, the press and other
associations take this problem scriously. The measure agreed upon by
both the party in power and the party out of power is to tap potential
workers from women and the elderly as well as to extend age of retirement
from 60 to 65, and to give women more opportunities to work. On
September 4, 1990, the Japanese government published a report named
"The manpower shortage situation, its economic impact, and future
counter-measures.”  These measures would provide conditions and
opportunities for housewives and aged people to work so that they would
reduce the labor shortage which would help improve the efficiency of
production and increasc reasonable investment.

In solving the labor shortage problem, the most difficult
countermeasure is the usage of foreign labor. A close debate on an "open-
door policy” and a "closed-door policy” began between the parties in and
out of office. The main supporters of the "open-door policy” include
small and medium cnterprises and the industrics and business
organizations who share the interests of the small and medium enterpnises.
The main proponents of the "closed-door policy" is the government,
including the Ministries of Labor, Construction, and Justice.

Citing the examples of other developed countries that have absorbed
foreign labor, the supporters of the "open-door policy” think that Japan
should also bring in foreign workers to solve the problem of labor
shortages. They advance an analvsis of how the Japanese economy will
be affected, advocating easing the current restraints on foreign labor and
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setting up a specialized institute or agency to work on it. In early July of
1990, the association of the medium and small cnterprises (having a
membership of 350,000 people) held a series of meetings with the Free
and Democratic Party and the partics out of office individually,
expounding their current difficulty, especially in connection with the new
restrictions placed upon foreign labor. They requested that these
restrictions be relaxed for foreign students and a service institute be set up
for them. They also suggested that such institutes be financed by the
government's Operation and Development Fund.

On the other hand, supporters of the "closed-door policy” express the

following rationalc:

1. In an economic depression, it is the foreign workers who lose their
jobs first and become burdens to society;

2. If foreign workers stay for long periods of time, their families and
later generations will form a district social stratum, creating a host
of social problems, such as friction with local people and a rise in
crnme;

3. The import of foreign labor will lead to a reduction of the salaries
of native Japanese, restrict technical reform and automation, be
detrimental to the emplovment of women and senior citizens, and
causc Japancse to disdain the manual labor.

Government Policy

The serious shortage of labor has gradually led the business
community and enterprises to demand more realistic policy measures on
the part of the government. In July of 1990, the Ministry of Labor put
forth the “"Special Mecasurc Laws" for accepting foreign students,
proposing that a "practical experience activity svstem” be implemented
under which foreign students be allowed to work for one vear after their
study. Under this proposal. 10,000 unskilled foreign workers would be
accepted. As soon as the proposal came out, the Ministry of Justice, the
Ministnv of Construction and other government agencies expressed their
opposition to it. Their contention was that it would not only violate the
existing policy of "Don't Accept Unskilled Forcign Laborers," but also
provide a justification for forcigners in criticizing the Japanese for
cxploiting cheap labor under the pretext of helping forcign students. So,
the proposal has been laid aside. In August of 1990, the Ministry of
Justice issued a notice that was intended to easc regulations concerning
business enterprises’ employment of forcign labor. For instance, the
regulation that "the number of foreign students employved cannot be more
than one-twentieth of all emplovees” was changed to the policy of "treat




