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The Urban Unemployment Problem in China

Unemployment has become a new factor of social instability hampering economic growth of
China after the inflation that was contained in 1996. After China became a member of the WTO in
2001, Chinese enterprises started reducing the number of their employees to improve efficiency and
competitiveness, which worsened the unemployment situation further. Research on the China’s
unemployment is a difficult task because reliable data are not available, not only on the numbers of
underemployed people in the urban and rural areas, but also on the urban unemployment rate. This
paper focuses, therefore, on the open unemployment in the urban area, which is the only area on
which a set of sufficient data is available.

The first section of the paper reviews economic growth of China in the 1980s and 1990s as an
introduction to the background of unemployment in China as a whole. The second section presents
an estimate of the urban unemployment and my original estimate of the rate of unemployment. The
paper then discusses in the third section the reasons for increasing unemployment, especially those
reasons that led to the recent increase in unemployment in the urban area. The last part concludes

the discussion and provides some policy suggestions.





