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China’s recent meteoric rise in the global economy is closely related to the strength of its
manufacturing sector, which is heavily dependent on cheap migrant labor. This paper ana-
lyzes China’s recent migration trends, spatial pattern and their relationship with China’s
economic strategy. Internal migration in China is special in that it is heavily controlled and
regulated by the hukou (household registration) system. The system enables the country to
create a massive exploitable migrant labor force that makes China’s industry highly com-
petitive in the global economy. The paper explains how the system works and distils the
complex population and migration statistics to present a relatively complete picture of
migration over time and space, including the latest changes. Special focus is on analyzing
‘rural migrant labor’, which has constituted the most important human cog powering the
China economic engine. Long-distance, interprovincial migration is also studied in the con-
text of the changes in the regional economy in supporting China’s ascendancy to being the
‘world’s factory’. Three major issues pertaining to this migrant labor system and recent
developments in China and the global economy are examined. They presage important
changes to come, which are likely to impact both China and the rest of the world.

Keywords: China; migration; hukou system; interprovincial migration; world’s factory

1. Introduction

China’s rise as the ‘world’s factory’ is definitely one of the biggest stories of the 21st C.
China’s dominance in manufacturing has made it a major player in the global economy. This
China success story is closely intertwined with the migration story: without the epic-scale
migration of peasants — which supplies almost infinite low-cost human labor to power the
China economic engine — the ascent of China would be totally unthinkable. Cheap migrant
labor is what makes ‘China price’ so unrelenting (Harney, 2008). The last three decades have
witnessed the world’s ‘Great Migration’ — an estimated 200-250 million rural residents have
moved to cities and towns within China (Chan, 2012a). To put this in perspective, the volume
of the Great Migration of Europeans to North America from 1800 to the World War I was
only a fraction of China’s, ‘on the order of fifty million persons’ (Tilly, 1976, p. 58).
Building on the previous work (Chan, 2001b, 2012b; Liang, 2007) and using the latest
Census data available, this paper analyzes China’s recent migration trends, spatial pattern and
their relationship with economic development. China’s internal migration is special in that it
is heavily controlled and regulated by the Aukou (household registration) system (Chan, 1994;
Fan, 2008). As will be explained below, through the special institutional design of the hukou
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system, China has also managed to turn this vast number of rural-urban migrants into the
largest army of cheap industrial labor the world has ever seen. Moreover, China’s simulta-
neous use of a de jure, hukou-based population registration system and de facto population
statistical counts have greatly complicated the task of counting especially migrants and mea-
suring migration. There are all kinds of conceptual and technical complexity, plus a plethora
of lexicon, both of which serve mostly to mislead and confuses some researchers (see Chan,
2007; Liang, 2007; Liu & Chan, 2001). This requires some explanation before one can
analyze the trends and patterns. The concluding section of this paper highlights the latest
important migration issues affecting China’s development and the world.

2. The hukou system' and migration

After the Communist Revolution in 1949, China opted for the traditional, Stalinist growth
strategy of rapid industrialization centered on heavy industry in cities and extraction of agri-
cultural surplus from the peasantry (Chan, 1994). This strategy was predicated upon exploit-
ing the rural labor by denying it geographic mobility and access to state welfare. From the
mid-1950s, the government repeatedly introduced measures to stem rural outflows, culminat-
ing, in 1958, in the formal codification of a comprehensive registration system to control pop-
ulation mobility (Chan, 2009a; Wang, 2005). The regulation decreed that all internal
migration be subject to approval by the relevant local government. From that point, Chinese
citizens lost the freedom of residence and migration within their own country. Each person is
assigned a hukou (registration status), classified as ‘rural’ or ‘urban’, in a specific administra-
tive unit. The Aukou mechanism served a central instrument of the command system designed
for the big-push industrialization, to prevent peasants from exiting from the countryside. This
industrialization strategy led China to create, in effect, two very different societies: on the one
hand the urban class, whose members worked in the priority and protected industrial sector
and who had access to (at least basic) social welfare and full citizenship; and on the other
hand the peasants, who were tied to the land to produce an agricultural surplus for industriali-
zation and who had to fend for themselves. Hukou conversion, referring to change from the
rural to the urban category, was tightly controlled and permitted only under very limited
conditions, usually when it was in accordance with state industrialization plans. The hukou
system was not merely a means of limiting rural-urban population and labor mobility, as it
has been commonly depicted, but also a system of social control aimed at excluding the rural
population from access to state-provided goods, welfare, and entitlements so that the rural
population segment remains cheap and easily exploited.

It was under this socioeconomic context that China in the late 1970s launched its eco-
nomic reform. After some experimentation, as China latched onto a labor intensive, export-
oriented growth strategy in the mid-1980s, rural labor was allowed en masse to the cities to
fill industry’s labor demand, which later became a major state industrialization strategy. By
the mid-1990s, rural-ukou labor had become the backbone labor force of the export industry
based on manufacturing. Today rural hukou labor also staffs almost all of the low-end ser-
vices in urban areas. In coastal export centers such as Shenzhen and Dongguan, migrant labor
now accounts for by far the greater part (70-80%) of the labor force (Chan, 2009b; Liang,
1999).

‘Rural migrant labor’ (nongmingong), as the term comes to be known in China, has a spe-
cific meaning in the country: it refers to industrial and service workers with rural hukou.
These village-origin laborers, though working on urban jobs and residing for the most part in
towns and cities, are not considered legally to be urban workers. Neither are they (nor, under
the current system, will they one day be) treated as ‘locals’: rural migrant is not a probational
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status but permanent (Wu, 2011). They are not eligible for regular urban welfare benefits and
social services (access to local schools, urban pension plans, public housing, etc.) and other
rights that are available to people with urban Aukou. Instead, rural migrant workers are treated
officially as part of the rural hukou population, even though they may have worked and lived
in an urban area for many years. In short, they are trapped, through institutional mechanism,
in a permanent social ‘half-arrival’ situation, belong to the netherworld of rural or urban, and
with little hope of acculturating into the urban permanent population (Saunders, 2012; Zhang,
2012). This also applies to their children, even some of them are born in the city. The legally
‘temporary’ status of this group’s members and their permanent ineligibility for local
‘citizenship’ in the form of urban hukou make them forever vulnerable and easily expendable
(Solinger, 1999; Wu, 2011).

One’s hukou classification remains unchanged no matter where he/she moves, unless he/
she effects a formal Ahukou conversion, which is almost impossible to get for an ordinary rural
migrant. As a result of this institutional design, they are consigned to low-end factory and
service jobs. In many cities and export zones, local decrees have also forbidden migrants
from taking up jobs other than those in the low-skilled 3-D (dangerous, dirty, and demeaning)
category. The denial of local urban hukou to migrant workers, combined with their plentiful
supply and lack of access to legal support, has created a large, easily exploitable, yet highly
mobile, and flexible industrial workforce for China’s export economy. The internal migrant
labor force is equivalent to the cheap migrant labor in the classical Lewis model of the
unlimited supply of labor. It has greatly contributed to China’s emergence as the world’s
‘most efficient’” — i.e. the least-cost — producer. Figure 1 outlines the main components of Chi-
na’s dual society, with particular reference to position in the social (and economic) hierarchy
(pyramid), type of Aukou (urban or rural), and rural/urban location in two different historical
periods — Mao’s (pre-1979) era and the present.

Alarmingly, their numbers have been swelling rapidly: even excluding those employed in
township or village enterprises close to their home villages, the size of the rural migrant labor
force has expanded from about 20-30million in the 1980s to close to 160 million in 2011
(see Table 1 later). The total number of (urban) population without local hukou was even

Mao's Era Present
Urban Urban Urban
Workers Hukou Workers

Rural Rural Migrant
Hukou Labor
Peasants
/ Peasants \

Key: Urban Rural
Areas Areas

Source: Chan (2012a).

Figure 1. Main components of Chinese society, with reference to the social hierarchy, hukou type and
location in rural/urban area.
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higher, reaching 230 million in 2011 (NPFPC, 2012). Again, to put the number in perspec-
tive, the total number of international migrants is estimated by the United Nations (2012,
Table 1) to be 214 million in 2010, which is smaller than China’s non-hukou population in
urban areas. The rapid expansion of China’s essentially disenfranchised population, primarily
in urban areas, has become its hallmark in the last quarter century.

Based on the above, two broad categories of migrants can thus be identified in China
(Chan, Liu, & Yang, 1999):

(a) Migration with ‘local’ residency rights (hereafter, hukou migration). This is usually
open only to a select group (currently, the rich or the highly educated), and immediate
family members of residents with local hukou (Chan & Buckingham, 2008).

(b) Migration without Aukou residency rights (non-hukou migration).

Officially only Aukou migration is considered gianyi (migration). Migrants in that category
are eligible for the same array of social benefits and rights other local residents have. Other
types of moves are considered renkou liudong (population movements or ‘floating’ popula-
tion), implying a ‘temporary’ move to a destination where the person is not supposed to, and
is legally not entitled to, stay permanently. China’s exceptionally large numbers of people
moving internally as well as the circulatory and temporary nature of some of them have
hugely complicated the efforts to measure the movement consistently and to address accu-
rately its many implications (Chan, 2007, 2012b).

Based on the above understanding and a careful differentiation of migration, urbanization
and hukou statistics gleaned from a variety of sources and surveys” in accordance with their
nature (flow or stock), and temporal and geographic coverage, a matrix set up in Table 1
allows us to make good sense of those numbers and gain an understanding the overall vol-
ume of migration, its variety and trends in the last 30 years. Despite the diverse sources and
the varying quality of these data sets, when analyzed side by side, they not only become
meaningful and useful information but also display some notable broad consistencies, as
explained next.

Hukou Migrants Series (A): This series refers to hukou migrants and is the only ‘flow’
data series presented in Table 1. The figures refer to the number of in-migrants who are for-
mally granted hukou status in the destination (city, town and township) each year. The data
are from Ministry of Public Security. They represent the total number of all types officially
approved changes in hukou (residence) within a particular year, from townships to cities; from
cities to cities; from townships to townships, etc, most probably excluding moves within cit-
ies, towns and within townships. A portion of Aukou migration is rural-to-rural migration,
mainly involving marriage.

Non-Hukou Population Series (Series B—G): This refers to the people staying in an
administrative unit (usually city, town, street, or township) other than their place of hukou
registration. This group is also commonly known as the liudong renkou (floating population).
The ‘floating population’ is not the de jure population. In some cases (such as Shenzhen), the
size of the floating population is far larger than that of the de jure population (Chan, 2009b).
The non-hukou population series are migrant ‘stock’ figures; i.e. the number of non-hAukou
migrants who reside in a certain locale at a given point in time.

Owing to the different purposes, coverage and criteria used in defining the geographic
boundary and the minimum duration of stay, the statistics for the non-iukou population in
each series may be expectedly quite different even for the same year.

Series B: This is a systematic series of non-Aukou population based on actual registration
statistics kept by the Ministry of Public Security. By law, anyone staying in places other than
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his/her place of household registration for three days or more is required to register with the
police and apply for a zanzhu zheng (temporary resident permit). Consequently, this group is
also categorized as ‘temporary population’ (zanzhu renkou) by the police authorities. In real-
ity, a large number of ‘floaters’ fail to comply with this requirement; that helps to explain part
of the large discrepancies between Series B and C.

Series C and D: These are statistics collected by the National Bureau of Statistics (NBS)
through censuses and mini-censuses (1% national surveys). The population is defined
basically on a de facto basis. The de facto definition stipulates a minimum residence require-
ment (6 months or one year) to define a changzhu population (de facto resident population);
the residence period is far longer than the one used in Series B. The series are also commonly
referred to as ‘temporary population’ (Yang, 1996), although many in this group stay far
longer that what would commonly be considered as ‘temporary’. These two series, however,
exclude the truly temporary, such as tourists, and shorter-term migrant workers. Because C
also includes people moving within the same cities, who are not truly ‘non-Aukou population’
as we generally understand it, D is the better statistic for representing the non-hukou
population.

Series E: This series refers to what is known as ‘rural migrant labor’ (nongmingong),
which is the largest constituent group of the non-iukou population. This group includes only
the working population with rural-hukou (and without local hukou in the destination);® almost
all of them work in cities and towns and are away from home villages for usually six months
or more. The figures are estimates based on large-scale sample surveys conducted in the rural
areas. Despite this group’s importance, systematic and consistent national surveys of this
group by the NBS did not take place until the early years of the 21st C. Estimates for the
pre-2000 period are less systematic and based on smaller samples and somewhat different
definitions. The majority of rural migrant laborers are unskilled or low-skilled workers. Some
of these rural migrants are seasonal and are therefore prone to move between the city and the
countryside 2-3 times in a year. They are also harder to be enumerated using standard popu-
lation counting procedures.*

Series F and G: F is an estimate of those carrying rural-hukou but staying in the urban
area. The number is computed as the difference between the de facto urban population (Series
H), and the ‘nonagricultural-Aukou population’ published by the Ministry of Public Security.
The latter is commonly considered as the urban-iukou population (see Table 1 in Chan,
2012a). Series F is closely related to Series E; broadly, the former is the sum of E (rural
migrant laborers) and their dependents (non-working population). Series F also overlaps with
the urban population without local Aukou to a large extent. The latter figure in 2010, as
reported by NPFPC (2011), for instance, is 221 million, which is very close to the figure in F
for the same year (206 million). G is F expressed as a percentage of H.

Urban Population Series (H): This is added here to show the growth of the urban popula-
tion, an important metric of China’s urbanization. This de facto urban population is the com-
mon, perhaps only, statistic of ‘urban population’ known at the national level in almost all
countries in the world. In China, however, there are multiple series of “urban population’,
including several defined based exclusively on the de jure population counts (see Chan, 2007,
2012a).” The series presented here refers to the number of people counted based on a de facto
criterion.®

3. Trends and geography of migration since 1982

Based on the figures presented in Table 1, one can identify some broad migration trends. The
annual number of Aukou migrants recorded by the Ministry of Public Security remained
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relatively stable, hovering between 17 and 21 million in the last three decades. In fact, the rate
of hukou migration, as a percentage of China’s total population, has declined significantly,
from 1.7% in 1982 to only 1.3% in 2010. Hukou migrants include mainly rural-rural and
rural-urban migrants. Systematic information about the composition is not available, but it is
quite sure that Aukou conversion for many migrants remains very stringent in especially large
cities (Chan & Buckingham, 2008).

On the other hand, the non-Aukou migrant population — no matter how you measure it —
has increased rapidly in the last twenty years. For example, Series D has expanded from about
30 million in 1995 to 121 million in 2000, and increased by another 100 million in the first dec-
ade of the 21st C. The average annual (net) flow of non-Aukou migrant population has been on
the rise since the early 1980s. Reflecting the same process, the number of those in the urban
areas but with rural Aukou increased from 66 million in 1990 to 205 million in 2010 — a jump
145 millions in two decades! As a percentage of the urban population, the number increased
from 20-23% in the late 1980s and the early 1990s to 31% in 2010 (Series Q).

Between 1987 and 1995, the average annual increase in the number of people who stayed
in a place different from their hukou registration place was less than 2 million (calculations
based on Series D). This figure surged to about 10 million per year in 2000-2010. A similarly
upward trend is seen in the number of rural migrant workers. The average increase was about
about 6 million in 2002-2011, compared to an annual average of 5million in the previous
two decades (based on Series E).7 Furthermore, the gap, both in absolute and relative terms,
between the de facto urban population and those without rural Aukou has widened in the last
10—15 years, suggesting a rather disturbing trend that more and more people in cities and
towns fall into the disadvantaged category ‘in the city but not of the city’ (Chan, 2011). The
rapid swelling of the non-Aukou population in the city coincides with China’s ascendency to
being the ‘world’s factory’.

As far as the geography is concerned, these flows are labor migrations in response to dis-
parities in wages between the urban and rural sectors and between regions in China (Cai,
1999, 2000; Fan, 2005). The lack of sufficient gainful employment in the countryside in
many agricultural provinces has pushed many rural-Aukou workers to leave home. They move
to make monetary gains through employment as wage-workers or self-employment. Many go
to nearby towns outside the villages and most of them move within provinces, but about a
quarter to one third migrates to big cities on the coast (Chan, 2012b).

Drawing on the long-form sample data from China’s last two censuses and two mini-cen-
suses (One Per Cent National Population Surveys), Table 2 provides a summary of the major
interprovincial migration statistics covering four 5-year periods between 1990 and 2010 for
the population aged 5 and above,® and the aggregate pattern. The table permits an examina-
tion of the overall pattern of the interprovincial migration flows, as well as the changes over
time.

As part of the Great Migration, interprovincial migration has increased significantly too
since 1990, from only 10.7 million in 1990-1995 to 55.2 million in 2005-2010.° These
cross-province flows are almost totally village-to-city migrations. The total interprovincial
migration in those two decades (based on those four 5-year periods) totalled 136.3 million.
This number counts more than once of those same interprovincial migrants who moved more
than once in those four periods. In 2010, 85.8 million people lived in a place with a hukou
registered in another province, compared to only 42.4 million in 2000 (SC & NBS, 2002,
2012). The doubling of the out-of-province hukou population mirrors the same level of
change in the overall non-hukou population in the same period (from 121 to 221 million, see
D in Table 2).
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Table 2 also shows the ranks of the provinces according to the net migration volumes in
different periods. At this level, major in-migration and out-migration flows between provinces
are largely unidirectional (Chan, 2012b). That means the major players in interprovincial
flows were essentially either export provinces (such as Sichuan) or import provinces (such as
Guangdong). Because of that, the net migration statistics can readily capture the importance
of each province in the interprovincial flows.

Table 2 arranges provinces by the aggregate volume of net migration in the two decades,
with Guangdong (the largest net importer) topping the list and Sichuan (the largest net expor-
ter) at the bottom. The predominant flows are from the inland to the coast. In Table 2, the
top seven provinces are all from the coast, and the bottom eight, from the inland. This same
pattern is also borne out by the latest census data reporting the flows in 2005-2010, as in
Figure 2, which maps the largest 20 interprovincial flows in that period.

Further examination of Table 2 shows that the net in-migration is dominated by two prov-
inces, Guangdong and Zhejiang. They accounted for 35-40% of all interprovincial migration
since 1995. This dominance is also evident in the latest period, as illustrated in Figure 2.
Guangdong was the most sought-after destination of interprovincial migrants for the entire
two decades. At its peak share in 1995-2000, the province’s net migration accounted for
about one third of the nation’s total interprovincial migration. Its share has declined steadily
since 2000 though net migration volume has actually increased. The slack has been filled by
Zhejiang, which had a dramatic reversal of role, from being a net exporter in 1990-1995 to
being the third largest net importer in 1995-2000, and climbed to be the second largest
thereafter. In the late 20th C, the storied Zhejiang migrants were known for their entrepre-
neurial skills and ubiquity in the country (and later even in Europe); the high economic
growth of the province since the mid-1990s has turned it into a major and increasingly
popular destination of migrants in the 21st C.

At the sending end, there are more plentiful players. In 2005-2010, there were seven
provinces with each contributing to 4-9% of the total interprovincial migration or more, and
no single one predominated. Sichuan was the largest net exporter of migrants over the two
decades since 1990 (e.g. in 1990-1995, the province outmigration accounted for 14%'® of
the nation’s total interprovincial migration), and is no longer so. Sichuan dropped to the third
in net outmigration in 2005-2010. In 2000-2005 and 2005-2010, the share of total migration
from the largest four net population exporters (Sichuan, Anhui, Henan, and Hunan) was very
close (=7 to —9%). In other words, in those 20 years, while there was greater convergence of
interprovincial migration flows into two provinces (Guangdong and Zhejiang), origins of
these flows became more diverse. The changes reflect the intensification of regional industrial
restructuring beginning in the late 1980s, whereby inland provinces lost proportionally more
manufacturing jobs to the coastal provinces in the second half of the 1990s and onwards
(Yang, 2004), giving rise to the emergence of Guangdong (and to a less extent, Zhejiang) as
the ‘world’s factory’ in the last 10 years. At the same time, many more poor provinces (both
their governments and people) have actively pursued labor exports as an economic strategy,
modelled after Sichuan. This greater geographic spread of labor migration over longer dis-
tances is consistent to what Skeldon (1990) calls the ‘diffusion’ of migration in the case of
Peru.

The relative rankings of the provinces over time in Table 2 show remarkable stability in
1995 through 2010. Indeed, the rankings in 2005-2010 are almost exactly the same as those
for the entire two decades. They reflect strongly the economic regional specialization in that
period. There is a somewhat different picture in the earliest period (1990-1995) in Table 2, as
demonstrated by the phenomenal reversal of Zhejiang from a major net exporter in
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1990-1995 to a top net importer thereafter. Another point worth noting is that there was a
noticeable, though still small, but increasing amount of outmigration from the major net
importers (e.g. Guangdong) in the first decade of the 21st C, often directed towards provinces
of origin of the in-migrants, such as Hunan, Sichuan and Guangxi. This outmigration is likely
return flows of migrants, who came to the coastal cities in the earlier periods.

4. Current migrant issues

While the world economy was still mired in recession in 2010, China’s economy continued
to grow, albeit at a slower pace. In that year, China also overtook Japan to become the
world’s second largest economy. At present, with Europe’s serious debt crisis, and the US
and Japan struggling to maintain growth, many have looked to China as the savior of the
world economy (e.g. Drysdale, 2011). As pointed out before, China’s success in being the
world’s factory relies heavily on its own mammoth army of low-cost migrant workers, made
possible by its unique Aukou system. In recent years, a series of rather dramatic and signifi-
cant events related to migrant labor in China has alerted us to an emerging new reality — that
the ingredients that make the ‘China model’ tick may be on the verge of a tectonic change.

Volume of Flows

—_— 500,000-999,999

ﬁ 1,000,000-1,999,999 O
# 2,000,000-3,000,000

Source: compiled by author from SC & NBS (2012).

Figure 2. The 20 largest interprovincial migration flows, 2005-2010.
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Moreover, the model also looks more fragile than outsiders have portrayed (Chan, 2011).
These issues have serious implications for both China and for the global economy.

4.1. The global financial crisis and the vulnerability of migrant labor

Occupying the bottom of global supply chain, migrant labor was badly hit when the global
economy tanked. Thousands of factories were closed in Guangdong and Zhejiang as the glo-
bal economic crisis unfolded in the open in the last quarter of 2008 and 2009. This led to
massive layoffs of factory workers, almost all of whom were migrants without local hukou.
Many of these factories were folded almost overnight without any warning to their workers,
and without paying the workers in full and the required severance. Guangdong’s Dongguan,
which was the core center of China’s export industry, was devastated by the slump. Angry
workers staged numerous mass protests demanding full payment of wages and layoff compen-
sation. Even the international media succeeded in filming and reporting rather unusual scenes
of tense confrontations and scuffles with police (Foreman, 2008).

Drawing on data from NBS in late March, 2009, based mainly on a large national sample
survey at the end of 2008, Chan (2010d) estimated that the total unemployment of the rural
migrant labor in early 2009 was about 23 million, or 16.4%. The sharp loss of 16% of jobs
held by migrants constrasts to only 4.3% for the urban-Aukou workers in formal employment
in March 2009."" Indeed, more than 95% of the newly laid-off workers in the nonagricultural
sector were rural migrant workers, pointing to the extreme vulnerability of this particular
group. Such a situation put China dangerously on the verge of a major crisis (Chan, 2010d;
Csanadi, 2010). Fortunately, China was able to avert this crisis through implementing a
gigantic stimulus package and a conciliatory approach to labor disputes by local governments
(Csanadi, 2010). The massive investment in high-speed train projects, for example, created
millions of jobs in 2009 and was able to reemploy some of the laid-off workers fairly quickly
and reverse the situation.

4.2. Shortages of labor and the Lewis turning point (LTP)

As China’s economy began to recover in the early months of 2010, Chinese factories in a
few coastal cities were reported to have difficulties in finding workers to help fill export
orders. Some factories in Guangdong resorted to hiring even illegal workers from Vietnam
and elsewhere (Sing Tao Daily, 2010a). This came as a surprise to many observers, because
just about a year earlier the situation was completely the opposite: 23 million migrant workers
were laid off as the global financial crisis spread to China’s manufacturing cities. It is also
hard to conceive that severe labor shortages would occur at a time when China’s working-age
population, the world’s largest, has climbed to a new high (reaching 981 million in 2010) and
is projected to continue expanding until 2015 (Hu, Fang, & Du, 2010; Kroeber, 2010). The
shortages and the abundance appear to be rather contradictory.

Furthermore, in May 2010, the world was also shocked by news of a serial tragedy
related to the treatment of labor in China’s famed export-processing zones. A total of 14-16
suicide attempts of migrant workers (resulting in 12 deaths) took place in just the first five
months of the year, in a single giant factory complex, Foxconn in Shenzhen, the world’s larg-
est assembler of electronic products'? for major brand names such as Apple, Dell and Toshiba
(Moore, 2010). The media’s frantic reports have revealed to the world a great deal more
about the harsh conditions experienced by young Chinese migrant workers."? In the same
week as Foxconn moved into damage-control mode by offering raises of about 25% to work-
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ers, multiple serious strikes took place at several Honda assembly plants in the nearby cities
of Foshan and Zhongshan in the Pearl River Delta. Those strikes ended after two to three
weeks with the workers winning 10-30% raises, but they were not the last ones: workers at
another Honda subsidiary in Foshan went on strike in July and later (Sing Tao Daily, 2010b).

The increasing wages and the militancy of the migrant workers have led both the Chinese
and international media in late 2010 to pronounce a labor ‘shortage’ and ‘the end of surplus
labor’ in China (e.g. Demick & Pierson, 2010). More critically, some observers have argued
that China has reached a LTP (Hamlin, 2010; Zhang, Yang, & Wang, 2010).

The LTP, hypothesized by Nobel laureate Arthur Lewis (1954), is the point when the
dualistic rural-urban labor market in a country begins to break down and merge into one. It is
also the point where a labor surplus economy is transformed into a full-employment ‘normal’
economy (Huang & Jiang, 2010). According to Lewis, a developing country’s industrial
wages begin to rise quickly at that point when the supply of surplus labor from its rural areas
tapers off. In the case of China, reaching this point would signal that its notorious and tena-
cious dualistic rural-urban socioeconomic structure, which has existed for the entire six dec-
ades of the People’s Republic era, and which is the root cause of a host of social and
economic ills, is beginning to end. Reaching the LTP would bring real hopes of closing the
huge rural-urban economic and social chasm in China in the near future. And obviously, the
significance of the change would extend far beyond China, as the country is the world’s larg-
est exporter (Garnaut, 2010; Huang & Jiang, 2010).

However, it is clear that there is still an abundance, not a shortage, of surplus rural labor
in the country (see, e.g. Yao, 2010). This is seemingly a China paradox of migrant labor
shortages amidst rural labor supply abundance. According to some authors (e.g. Green, 2008;
Han, Cui, & Fan, 2009), rural labor supply remains plentiful, and the rural sector is still
grossly overstaffed. Rural labor surplus is estimated to be in the order of about 100 million,
almost totally in the age group 35 and above, at the end of the last decade.'® This paradox
can be explained by reference to China’s special socioeconomic contexts, which are often
overlooked in the literature.

First, because of the lack of local hukou, migrant workers are in a weak bargaining posi-
tion, employers in the export industry are able to ‘cherry-pick’ workers with the most ‘desir-
able attributes’ — often in stark Dickensian terms: the physical abilities of young workers
such as easily trainable dexterity to handle fast-paced, sometimes military-style, repetitive
assembly work (especially in electronics industry) and endurance for longer hours of work
(routine overtime work daily, and often for 28-29 days per month); and ‘work attitudes’ such
as obedience and capacity for long periods of residence in dormitories or barrack-type shelters
(Chan, 2001a; Lee, 1998; Pun, 2005). These qualities are mainly found in young, mostly
unmarried, workers. Indeed, the great majority of Foxconn’s employees in China fit very well
the above description. As a result, rural migrant labor hired in the export sector falls over-
whelmingly in a highly selective age cohort between ages 16 and 30, with new workers hired
typically before they reach 20. With their good eyesight and high manual dexterity and toler-
ance of dormitory-type environment, combined with the increasing prevalence of education
beyond elementary school in the countryside, young rural migrants are more educated than
their predecessors and better suited for assembling modern electronics, which often involves
small parts and exacting specifications.

Secondly, China’s 30-year long one-child policy has also depressed fertility. The annual
supply of young rural labor has dropped by about 40% in the last ten years, from about 18
million to only 11 million (Chan, 2010b, p. 520). Moreover, the rather deplorable (mis)treat-
ments of migrant labor by employers during the global crisis times in the Pearl River Delta
and Zhejiang also discouraged some of the rural migrants from coming back to seek work in
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the coastal region later, even when jobs were available. In other words, some were simply
not eager to return to the highly exploitative grind of the ‘world’s factory’. This had the effect
of reducing the labor supply that otherwise would have been available for those factories. At
the same time, the general improvement in rural economic conditions in the inland region in
the last few years owing to the policy taken by the Hu-Wen administration (Chan & Wang,
2008), and especially the millions of new jobs created by the fiscal stimulus package in 2009
in projects such as high-speed rails, in the interior, also kept many young rural laborers closer
to home. Overall, labor shortages have happened in specific age segments and are mostly
confined to the coastal region. There is still an immense rural labor surplus in the range of
80—100 million. With dwindling supply of young migrant workers, interprovincial flows from
the inland to the coast may slow down in the coming years.

4.3. The ‘second generation migrants’ and social unrest

In recent years, rural laborers tend to exit the countryside for the first time in the young adult
ages, much earlier than their predecessors. These young migrants are dubbed ‘second-genera-
tion migrants’ in the literature, being born between 1980 and 1995 (Liu, Cheng, & Dong,
2009). According to an authoritative report compiled by China’s All-China Federation of
Trade Unions (ACFTU, 2010), the average age of first departure from the countryside of
those born in the 1980s and 1990s was 18, and 16, respectively. This ‘second-generation’
cohort is the source from which the export industry draws heavily its workforce.

Being younger and better educated than their parents, this new cohort of migrant
workers has also greater aspirations to stay in the city. They are also far more aware of
their rights and what unsatisfactory conditions they face than the previous generation —
and are demanding change. These demands have often translated into ‘collective action’
of protests and social unrest, which has become more prevalent since 2000. Indeed the
migrants have many grievances, ranging from unpaid wages, unfair treatments, and brutal-
ity of police against migrants (Hasija, 2012). These conflicts are often played out on the
backdrop of stark economic, social and institutional divide between migrants and locals.
However, the support from family, government and social organizations is almost totally
lacking. Many migrants feel that government officials, police, and security personnel dis-
criminate against them. Lacking local Aukou, migrants cannot access the basic package of
urban services (including education for their children, especially beyond middle school)
and urban social housing. The great difficulty of finding affordable family housing pre-
cludes the family moving into the city as one cohesive unit. Many married couples are
often separated from spouses and children.

In recent years, there are hundreds of thousands of protests in China every year. Many of
them are organized by migrants. Some recent demonstrations and riots, such as those in
Zengcheng (2011), Chaozhou (2011) and Zhongshan (2012), all in Guangdong, have also
turned violent (Buckley & Pomfret, 2012). It is clear that there is a lot of pent-up anger
among this new generation of migrant workers. If these frustrations cannot be diverted, they
will pose a serious threat to China’s social and political stability. Worryingly, China does not
appear to be able to address these grievances satisfactorily under its current labor manage-
ment and the Ahukou systems (Butollo & ten Brink, 2012).

5. Concluding remarks

The volume of internal migration in China has increased steadily since the early 1980s. As
China’s urbanized rapidly, rural-urban migration also accelerated in the first half of the 1990s
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and, again in the first decade of the twenty-first century. While the volume of annual hukou
migration remained quite stable in the last 30years, non-Aukou migration has expanded
significantly. ‘Rural migrant workers’, numbering at 166.7 million in mid-2012, are the major
constituent group of non-fukou migrants, whose size reached 221 million in 2010 (NBS,
2012b; SC & NBS, 2012). This Great Migration has supplied China with a mammoth army
of low-cost human labor to power its economic machine.

Data in Table 1 show that the annual average net increase of the rural migrant labor
in latest decade was about 6 million, compared to an annual average of about 4 million in
the 1990s. Because of the rapid industrial growth since China’s accession to the WTO,
‘shortages’ of migrant labor began to surface in 2004 in the Pearl River Delta, where
doubt-digit industrial growth was recorded every year until 2008.'> Global financial events
since the summer of 2008, however, have drastically altered the economic landscape of
the Chinese export industry, at least temporarily, where most migrant labor was employed.
About 23 million migrant workers lost their jobs in late 2008-early 2009, but China’s mas-
sive fiscal stimulus program was able to create many jobs (especially in the construction
sector, such as building railways) and helped re-absorb most of the unemployed. As Chi-
na’s export sector recovered in early 2010, migrant labor ‘shortage’ has resurfaced in the
coastal region, partly also because major manufacturers have also relocated some of their
plants to the inland. However, the shortage is limited to the cohort of age 16-35; there is
enormous surplus labor in the older age in the countryside.

Long-distance, interprovincial migration has also increased rapidly since the early 1990s,
spurred by significant wage differentials between inland provinces and coastal provinces where
major centers of industrial growth are located. Guangdong, which has since the early 1990s
risen to become the core of the ‘world’s factory’, is the major hub of long-distance migrants.
Over time, the number of inland provinces from which large numbers of labor migrants origi-
nate has also increased. In fact, the idea of migrating long-distance for a better job has gained
popularity over time in many provinces, including those in the West region of China. The ris-
ing internal migration trends in the 1990s are also associated with the trends of narrowing eco-
nomic disparities among provinces at least in statistical terms, if not in substantive terms
(Chan & Wang, 2008).'® Migration has helped alleviated poverty in the countryside, but sim-
ply migration is not enough when institutionalized exclusion and discrimination through the
hukou system remains effective.

The hukou system is a major hurdle in narrowing rural-urban and inland-coastal inequali-
ties. The various hukou reform initiatives launched in the last decades have so far only
marginally weakened the foundation of that exclusionary system, i.e. the separation of two
segments of the population and the discrimination against the rural segment (Chan &
Buckingham, 2008). Greater strides on implementing the Aukou reform, and ultimately abol-
ishing the system, are needed. This is especially urgent as more women and children from
the countryside participate in migration to cities and are staying for increasingly long periods
of time. Non-hukou residents in cities face acute problems caused by the lack of access to
reasonable education, health care services, social security and housing, in addition to the gen-
eral discrimination they face in the city.

Several recent events — the serial suicide attempts of migrant workers at Foxconn in
Shenzhen; industrial strikes by migrant workers in several automobile plants; and frequent
protest and riots involving migrants — have not only highlighted the plight of young ‘second-
generations’ migrant workers, but are also strong signs of rising yearning of migrants to fight
for better pays and rights. These migrant issues remain crucial for China to tackle in the post-
financial crisis era. Further delays in responding to these demands would be far more costly.
Those events also suggest that the low ‘China price’ that the world has been accustomed to is
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belatedly rising. If ‘Made in China’ is getting more expensive, the global economy will have
to take note too.

Notes on contributor

Kam Wing Chan is Professor in Geography at the University of Washington. His research focuses on
China’s migrant labor and urbanization.

Notes

1.
2.
3.

10.
. For the urban-hukou group, the unemployment rate only inched up by 0.6 million from the 4.0% in

12.
13.

14.

15.

16.

The description of China’s hukou system draws heavily on Chan (2009a) and Chan (2010a).

Some of these data were collected at the destination; others at the origin (mainly villages).

A broader definition of ‘rural migrant labor’, which is not used here, includes also those who work
in township and village enterprises within the same township. This group was estimated to be about
80 million in 2009 (NBS, 2010).

. They are similar to the ‘circulating population’ studied by Chapman & Prothero (1985) before.
. This has led to multiple layers of misunderstanding and confusion in the literature, see especially

Chan (2007, 2010c); Chan and Wang (2008).

. In the last two censuses (2000 and 2010), de facto resident counts include those without local hukou

but staying at the destination for more than 6 months.

. There was a slowdown in the rural outflows in the second half of the 1990s. See Chan and Hu

(2003).

. The 1990-2005 statistics are compiled by Chan (2012a); the 2005-2010 statistics are estimates

computed from the 2010 Census long-form data in SC & NBS (2012, Tables 7 and 8) based on the
sample percentage (10%). The accuracy of China’s population and migration counts is a rather com-
plex issue deserving further research. On this issue pertaining to 2000 Census, see Chan (2003).

. Some of the increases are attributable to the changes in definitions and procedures used for collect-

ing the data, but the bulk of the increase is real.
This was partly because Chongqing was split from the Sichuan province in 1997.

September 2008 (Cai & Chan, 2009; Chan, 2010d).

Foxconn employed about 800,000 workers in China in 2010, with 400,000 at the complex in
Shenzhen (Barboza, 2010).

Foxconn is known for its military-style efficiency and strict, rule-based management of labor
(Barboza, 2010). See also a detailed investigative report about the factory by Chang (2010).

China’s rural labor force is estimated to be about 360 million in 2010. Excluding the 80 million
who work in non-farm jobs in nearby townships, the remaining 280 million on the farm is still far
greater than can be absorbed by China’s 120 million ha of arable land. Many estimates done before
2009 show that the minimum work force needed to sustain China’s agriculture at the then level of
technology was about 150 million (e.g. Green, 2008; Han et al., 2009). Higher numbers are used by
others, such as Cai and Wang (2009, Table 7.2): they range from 178 million to 228 million. For
comparison, the US employs about 10 million farm workers (illegal migrant workers included) on a
total acreage slightly more than China’s (see DeSilver, 2006).

In Dongguan in the Pearl River Delta, the average growth rate of migrant labor reached an extraor-
dinary level of 18% per year in 2000-2004 (Dongguan Statistical Bureau, n.d).

See further comments at http://www.eastasiaforum.org/2012/08/12/rising-regional-inequality-in-
china-fact-or-artefact/.
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