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Abstract

The economic growth has noticeably slowed down, which is the current overall
economic situation in China. It is in this context that research about the achievement
of a restructured transformation of the economic growth pattern and the driving force
of China’s economic growth have been given priority within academic fields. The
development of China has long been droved by three factors: investment,
consumption and international trade.For a long time, Chinese citizens tend to possess
a relatively low marginal propensity to consume, with the rate of saving rising year by
year while resident consumption running critically low, thus results in a feeble
domestic demand. Therefore, for quite a long period, China has been stimulating its
economic growth mainly by encouraging investment in the fixed assets and building
up export trade. However, in recent years, great changes have taken place in both
China’s internal and external economic environment, under which circumstance
China is gradually slowing down its economic development. Therefore, the previous
developmental pattern no longer meets the current and future development demands.
Based on such reality, this dissertation research paper focuses on how the rising labor
costs influence the export trade in China.

In this dissertation, an econometric model is built by use of export and import
panel data and the annual average payroll of 33 industrial sectors from the year 1999
to 2012, based on which an empirical analysis is practiced over the impact of the
rising labor costs on China’s industrial sectors. The result shows that there exists
a significant negative correlation between the rising labor costs and the overall export
in China’s industrial sectors. What’s more, the labor- and resource-intensive
industries are more likely to be affected by the global environment.

To further analyze how the rising labor costs influence the export structure of
China’s industrial sectors, here industrial sectors are divided into two categories by
taking the standard of factor intensity, which are labor- and resource-intensive
industry and capital- and technology-intensive industry. The empirical analysis on the
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two different industrial sectors shows that the rising labor costs exert a
noticeable inhibiting effect on the export of labor- and resource-intensive industry
while a remarkable promoting effect on the export of capital- and
technology-intensive industry in China.

Therefore, Chinese government should realize that it is an objective existing
fact that the rising labor costs result from China’s economic growth, and ,to get a
correct understanding of this phenomenon, the opportunities of achieving a
restructured economic growth pattern brought about by the rising labor costs should
be noticed, as well as the disadvantages it has brought in at the same time.

Simultaneously, China’s demographic dividend should be explored in order to
provide as a buffer for the reconstruction of the economic growth pattern. In addition,
new thoughts and ideas of promoting export trade should be developed and adopted,

and the strategy of introducing foreign investments should be changed and upgraded.

Key words: Labor Cost; Exportation Trade; Industrial Sectors
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