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Profit Sharing Structure in the Chinese
Construction Industry

— Focusing on the Role of the Rural “Baogongtou”

(Rural Village “Baogongtou”) ——

OSHIMA Kazutsugu
DIAQO Shanshan

Based on previous studies and a survey case study in Qingdao, China,
this paper has specifically identified the role and problems that the
“Baogongtou” system plays in the Chinese building industry.

(1) For a long time, “peasant workers” have obtained jobs and income in
the building industry through “Baogongtou”. The construction companies
have outsourced almost all management of local construction work and
labor organization to “Baogongtou” to complete the construction work and
distribute wages to the workers. This system is still in place today, and it
is clear that the “Baogongtou” system is currently playing an indispensable
role in bridging the gap between construction companies in urban areas
and “peasant workers” in rural areas, regardless of the wishes of the
Chinese government.

(2) The study revealed several facts concerning the problem of late or
missing wages for “peasant workers,” which has been a major issue in the
construction industry in recent years. Some facts emerged concerning the
problem of late and missing wages for “peasant workers,” which has
become a major issue in the construction industry in recent years. As
mentioned above, the relationship between “Baogongtou” and its
subordinate workers is firmly connected by geographical and blood ties,
and if the construction company frequently delays and fails to pay the

contract to “Baogongtou,” it is forced to first protect the interests of its
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subordinate “peasant workers,” which puts it in a difficult position as an
intermediary manager. However, Baogongtou’s funds are not abundant, and
it 1s not able to adequately replace the wages of its “peasant workers”. This
situation often leads to the creation of “rogue Baogongtou” as reported in
newspapers and other media. From this survey and previous studies, it
appears that the subcontracting system itself, mediated by the
“baogongtou” system in the construction industry, is a breeding ground for

the problem of late and unpaid wages.



