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An explanation to the coexistence of Chinese labor surplus and rising wages:
In the views of changes in labor productivity in the industrial and agricultural sectors
LIU Jia-cheng LI Zhi-ping
(School of Business, Anhui University of Technology, Maanshan 243002, China)

Abstract: In recent years, a debate about “Lewis turning point” is concerned broadly for the coexistence of large number
of Chinese labor surplus and rising wages in China. On the basis of Lewis' dual economic theory, the theoretical analysis
from the view of changes in labor productivity and the experience analysis based on the data of surplus labor, labor wage
and labor productivity data from 1978 to 2012 showed that there was linkage among productivity, labor surplus and rising
wage. Further analysis through the establishment of VAR model and impulse response analysis found that the Chinese
industrial and agricultural labor productivity uncoordinated was an important reason for the coexistence of China's
massive surplus of labor and rapidly rising labor wages. To promote the productivity coordinate in two departments is

very important in the future.
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