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Shifting Structural Employment Contradictions in an Aging China
CAI Fang

(Chinese Academy of Social Sciences)

Summary: All economies at any development stage have to deal with structural employment contradictions. While the
causes and manifestations of such contradictions vary across countries and over time, there may be certain factors that
dominate in specific countries during particular periods. The changing age structure of the working-age population result-
ing from population aging and its particular characteristic of “growing old before getting rich” is a unique and significant
factor of structural employment contradictions that China has to address. It is the shrinkage in the workforce and the ag-
ing of population and laborers that have changed the characteristics of the labor market in China. The structural employ-
ment contradictions and their resulting challenges require theoretical explanation, empirical analysis, and policy response,
which are the objectives of the paper.

In this paper, we depict and interpret structural employment contradictions from the perspective of the changing
population age structure, because the latter can holistically characterize what is going on in the Chinese economy and so-
ciety. We consider the demographic transition and labor market development as the background under which the main
challenges of China’s employment develop, and reveal the major manifestations of structural employment contradictions
in the Chinese labor market. Specifically, we empirically examine the changed relationships between job vacancies and
unemployment. By analyzing unique macro data collected from the Chinese statistics, we find that there is a trend that the
Beveridge curves move upward to the right, which indicates the existence of structural employment contradictions and
their characteristics and changes.

Based on academic literature, international experience, and China’ s reality, we summarize a stylized fact on job
match against the background of population aging, which can serve as an analytical framework for observing the relation-
ship between the age distribution of laborers and characteristics of their skill endowments. That is, as workers grow older,
the extent to which their skills match the needs of the labor market goes through an inverted U-shaped curve. On the con-
trary, China’ s population data show that the age distribution of labor force tends to become more like a U-shaped curve,
characterized by a bigger share of both younger and older workers and a relatively smaller share of middle-aged workers.
Given that the human capital endowment of young workers is characterized by more years of schooling and less experi-
ence of working, and that of older workers by more experience of working and fewer years of schooling, the mismatch be-
tween supply of and demand for skills is the core of structural employment contradictions.

Through analyzing the micro-level behaviors and macro-level consequences related to the structural employment
contradictions, we come to some conclusions that should provide useful dimensions when we conceptualize the labor mar-
ket phenomena and choose sound policy tools to address them. First, laborers and families are the main investors in and
beneficiaries of human capital. Second, both employees and employers are actors in the job search and match. Third, la-
bor compensation and family income and welfare are closely related to labor market function, macroeconomic perfor-
mance, and technological change. All three aspects suggest that while the labor market is a major mechanism of allocating
human resources, there are great external effects concerning employment contradictions, which provide a rationale for
implementing proactive policies.

In order to effectively address job mismatch caused by the structural employment contradictions, we draw major
policy implications from this study and propose some policy suggestions. On the one hand, expanding, upgrading, and
strengthening workers’ skills are the fundamental countermeasures to mitigate the structural employment contradictions,
which require restructuring the human capital accumulation system with the times. On the other hand, industrial policies
should be deployed to help create more and better jobs by aligning objectives and coordinating the tools of the policies
with the employment-first strategy.
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