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Key points 
 
• China, the world’s largest labour market, is struggling to 

establish a comprehensive labour market indicator, 
predominately due to its two-tiered workforce 

• An emerging counterintuitive trend reveals a labour 
shortage, alongside slowing wage growth, indicating a 
polarised job supply and hollowing out of the labour force. 
Mobility restrictions have further exacerbated the mismatch 

• Deindustrialisation concerns risk China falling into the 
middle-income trap given its developing market status 

• The long-term impact of an ageing and shrinking population 
has yet to fully arrive, providing leeway for China to adjust. 
Technological advancements could help upgrade the service 
sector. Further delays in retirement age and easing mobility 
restrictions would alleviate labour supply pressures, though 
more social resources support will be essential 

An enormous but unorthodox labour market  
 
Few things define a nation’s economic story as clearly as its 
labour market. In China’s case, that story is one of staggering 
scale, deep-rooted divisions, and rapid transformation. With 
the largest workforce in the world, China’s labour market 
should be one of the most closely analysed. Yet opaque 
information and complexities obstruct conventional analysis. 
 
China’s labour market is shaped by a unique mix of state 
intervention, rigid institutional frameworks and the legacy of its 
urban-rural divide. It is a system where official employment 
data tells only part of the story, where millions of workers flow 
between cities and villages in response to shifting economic 
conditions and where industrial jobs that once lifted millions 
out of poverty are now vanishing at an alarming rate. 
 
In this paper, we unpick the structural peculiarities of China’s 
job market, analyse why reported traditional employment 
metrics can be misleading; how decades of internal migration 
have shaped workforce dynamics; and the challenges posed by 
recent structural shifts and a shrinking labour force. While 
near-term challenges – such as the housing market adjustment 
and sharply rising trade tensions – are likely to dominate, we 
argue that deeper structural changes have been reshaping 
labour trends for over a decade. Furthermore, we suggest that 
China’s workforce may now be experiencing the very 

The forces reshaping 
China’s labour market 
 
China’s divergent labour market metrics 
reveal a familiar deindustrialisation concern 
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deindustrialisation which has affected other economies – 
ironically, a phenomenon often attributed to China itself. 
 

China’s two - tier labour force 
 
At the heart of the difficulty in assessing China’s labour market 
is the unusually fixed distinction between urban and rural 
workers. This divergence, a legacy of China’s deep-rooted 
agricultural history, is reinforced by the Hukou system – a 
household registration framework that classifies residents as 
either urban or rural, largely based on their birthplace. Each 
prefecture-level region is officially divided into rural and urban 
areas, which has significant implications for employment, social 
welfare and mobility.  
 
Before the late 1970s ‘opening up’ economic reforms, rural 
residents were allocated farmland for cultivation and land for 
housing construction, while urban workers were assigned jobs 
in state-owned enterprises (SOEs), which typically came with 
housing allocations1 and entitlements to state-subsidised grain 
and other benefits. The Hukou system was designed to control 
rural-to-urban migration, making it nearly impossible for rural 
residents to change their inherited status2 3 or relocate to cities, 
especially in the absence of formal job and housing markets. 
 
However, the market-oriented economic reforms of the 1990s 
and early 2000s fuelled a rapid expansion in manufacturing, 
creating an urgent labour demand. To address workforce 
shortages, policies were gradually loosened, allowing rural 
residents to migrate for employment, triggering the first major 
wave of rural-to-urban migration in China. As the economy 
thrived, driven by labour-intensive manufacturing and 
construction, urban job creation surged. To accommodate this 
growth, further legislative changes permitted rural workers to 
seek employment beyond their hometowns, leading to the 
largest migration in human history – an estimated 174 million 
people moved to cities in the two decades following 1978 4. 
 
Despite securing higher-paying jobs, compared to farming, in 
factories and construction sites, most rural migrants remained 
locked out of full urban residency rights. They were rarely 
granted Hukou reclassification and, in many cases, could not 
stay in cities without employment. As a result, losing a job often 
meant returning to the countryside. While migration-linked 
labour fluctuations are common globally, the institutionalised 
restrictions in China create a unique challenge in understanding 
the true dynamics of its labour market. 

 
1 Wang, Y., “Brick by Brick: Unravelling China's property Puzzle”, AXA IM 
Research, May 2024. 
2 The “urban” Hukou status is formally “non-agricultural” status, while “rural” 

Hukou is “agricultural”.   
3 Chan, K. W., & Zhang, L., “The hukou system and rural-urban migration in 

China: Processes and changes”. The China Quarterly, Dec 1999. 

Urban focus leaves labour metrics incomplete 
 
In most economies, the unemployment rate is a crucial 
measure for assessing labour market dynamics and is closely 
monitored because of its strong relationship with overall 
economic growth. It is often regarded as the single best 
summary statistic amid a plethora of labour market indicators. 
However, in China, this barometer does not function in the 
same way as other nations, due to both its statistical design and 
the distinctive characteristics of the country’s labour market.  
 
At the end of 1999, China’s National Bureau of Statistics (NBS) 
started to publish the urban registered unemployment rate. 
However, this self-reported statistic only included individuals 
who register for unemployment benefits with local 
governments, rather than being derived from representative 
sample surveys. In this sense, it is similar to jobless claims 
figures in other major economies, such as the US and the UK. 
The key difference, however, is that in China, only urban Hukou 
holders are eligible to register as unemployed and claim 
benefits. A migrant worker who loses their job in the city would 
not be captured in this unemployment statistic. Not 
surprisingly, this approach embeds delays and underreporting, 
which is widely believed to significantly underestimate the true 
unemployment rate in the economy5 – an issue compounded 
by the fact that the series is only published on a quarterly basis.  
 
As China’s economy matures, the need for an accurate labour 
market indicator has become increasingly important. In 
response, in January 2017, the NBS started publishing a 
surveyed unemployment rate on a monthly basis, and in 2022 
this replaced previous unemployment measures. This metric 
follows conventional unemployment survey methods and does 
not explicitly distinguish between Hukou statuses. However, it 
is still geographically limited to urban areas. Unlike the urban 
registered unemployment rate, unemployed migrant workers 
may be included in this survey – provided they remain in urban 
areas. Yet, given that migrant workers are largely ineligible for 
unemployment benefits in the cities where they work, many 
return to the countryside to subsist when job opportunities dry 
up. As a result, the surveyed unemployment rate still likely 
underestimates actual unemployment, albeit to a lesser extent 
than the urban registered rate as labour mobility effectively 
sees a sharp fall in local labour supply at times of weak labour 
demand. Furthermore, with less than nine years of data 
available, this series lacks the historical depth necessary for 
analysing long-term economic trends. 
 

4 Zhang, K. H., & Song, S., “Rural–urban migration and urbanization in China: 
Evidence from time-series and cross-section analyses”. China Economic Review, 
Sep 2003. 
5 Giles, J., Albert, P., & Zhang, J. “What is China's true unemployment rate?”, 
China Economic Review, 2005. 

https://www.axa-im.com/investment-institute/macroeconomics/macroeconomic-research/brick-brick-unravelling-chinas-property-puzzle
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Given the shortcomings of both unemployment metrics, many 
analysts, including those at China’s central bank, find an 
unusually weak correlation between China’s official labour 
market data and overall economic activity6 (Exhibit 1). This 
disconnect is striking by international standards and highlights 
the limitations of existing labour market indicators in capturing 
the China’s true state of employment. 
 
Exhibit 1: China’s weak Okun relationship  

 
 

The tight labour market, slowing wages conundrum 
 
Despite China’s limitations in unemployment measures, other 
barometers, such as average wages and the balance between 
labour market demand and supply reveal intriguing and 
seemingly paradoxical trends. 
 
China’s demographic shifts have drawn increasing attention in 
recent years. Once the world’s most populous country, China’s 
population began declining in 2022 – a demographic challenge 
not seen in decades. Many view this as the fading of China’s 
long-held demographic dividend, warning of an impending 
labour shortage. This perception has been reinforced by the 
decision to raise the statutory retirement age7 – the first 
adjustment in over 70 years – seemingly to address the issue. 
 
According to United Nations estimates, China’s working-age 
population peaked at one billion in 2015 and has since been 
contracting at an average annual rate of 0.2%. Over the next 
three decades, this decline is expected to accelerate to 
approximately 1.2% per year (Exhibit 2). By 2055, China’s 
labour force is projected to be just over 60% of its 2015 peak. 
 
 
 
 
 
 

 
6 People's Bank of China, “Labour market and inflation: the case of China”, BIS 
Papers chapters, Inflation and labour markets, volume 127, pages 85-101, Bank 
for International Settlements, Nov 2023. 

Exhibit 2: Demographic projection not looking optimistic  

 
 
Exhibit 3 presents estimates of Chinese labour demand and 
supply. Although the shrinking labour force is a major structural 
shift, it alone does not fully explain the labour supply shortages 
observed since 2010.  
 
Labour demand growth – measured by the number of new jobs 
created each year – has declined in tandem with the contraction 
of China’s labour-intensive manufacturing sector. This shift 
partly reflects a natural increase in capital intensity in industries 
where significant productivity gains have been possible. In 
many cases, businesses have successfully transitioned towards 
automation and higher-value production, reducing reliance on 
labour while improving efficiency. This transition represents an 
expected and beneficial evolution of a maturing economy, 
allowing China to move up the value chain and benefit from 
long-term growth. Surprisingly, however, labour supply – 
measured by the number of job seekers – has fallen at an even 
faster pace. As a result, unfilled job vacancies have steadily 
increased since 2010, surpassing four million in 2022. 
 
Exhibit 3: A growing gap between labour demand and supply 

 
 

7 The State Council Information Office, “China implements gradual retirement 
age increase to address population aging”, Jan 2025 

http://english.scio.gov.cn/chinavoices/2025-01/02/content_117641102.html#:~:text=The%20statutory%20retirement%20age%20for,from%2050%20to%2055%2C%20respectively.
http://english.scio.gov.cn/chinavoices/2025-01/02/content_117641102.html#:~:text=The%20statutory%20retirement%20age%20for,from%2050%20to%2055%2C%20respectively.
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Typically, an economy experiencing labour shortages would see 
faster wage growth. Yet China presents an exception. Despite 
demand consistently outpacing supply since 2010, wage growth 
has been slowing. With a relatively stable working age 
population in the 13 years since 2010, total wage growth 
accounting for urban workers in non-private enterprises, wage 
growth for migrant workers and that of private enterprises 
have all slowed materially (Exhibit 4).  
 
Exhibit 4: Slowing income growth across the country 

 
 
One possible explanation for this paradox is an increasing 
mismatch in China’s labour market8. A breakdown of labour 
demand by education level offers valuable insight (Exhibit 5). 
The data series ends in 2013 but up until then indicates a stark 
divergence in demand-to-supply ratios across education levels 
which if anything has only gone further since.11  
 
Since the early 2000s, demand for low-skilled workers – those 
with junior high school education or lower – has consistently 
outstripped supply, reaching a shortfall of 60% in 2013. By 
contrast, the most highly educated group also faces a notable 
imbalance with overall demand significantly lower than 
expected. Meanwhile, there has been a persistent oversupply 
of workers with junior college and undergraduate degrees9. 
More recent studies indicate the employment prospects for 
individuals with college or undergraduate degrees have further 
deteriorated. Their employment elasticity coefficient10 turned 

 
8 Molnar, M., Wang, B. & Gao, R., “Assessing China's skills gap and inequalities 
in education”, OECD Economics Department Working Papers, No. 1220, OECD 

Publishing, May 2015. 
9 In the highest educated group, people with college and undergraduate 
degrees are referred as “middle-educated”, though conventionally would be 
recognised as “highly educated”. 
10 A metric that measures the relationship between employment expansion 

and economy growth – the bigger the coefficient, the more important role 
economic growth plays in employment expansion. 
11 Xiang, B., Wang, H., & Wang, H., “Is There a Surplus of College Graduates in 
China? Exploring Strategies for Sustainable Employment of College Graduates”, 

Sustainability, September 2023. 
12 Goos, M. & Manning, A., “Lousy and lovely jobs: The rising polarization of 

work in Britain”. The review of economics and statistics, February 2007. 

negative in 2021, meaning that as the economy expands, their 
employment contracted. This reflects that, while more people 
are receiving tertiary education, the labour market is 
increasingly unable to accommodate them, leading to an 
“employment crowding-out effect” from economic growth11. 
This mirrors the “hollowing out” phenomenon observed in 
many Western economies, where demand for high and low-
skilled jobs is strong but demand for mid-skilled roles is 
lacking.12 13 
 
A highly educated workforce is a long-term economic 
advantage. However, if industrial development and high-value 
job creation fail to keep pace with rising educational 
attainment, it results in significant inefficiencies in job 
matching14. Over-education is essentially an underutilisation of 
workers’ educational skills, which provides a slower growth of 
productivities and economic returns compared to if they were 
fully utilised15. It also leads to wage penalties and 
underemployment. Research suggests these inefficiencies 
reduce potential returns on education by roughly one-third to a 
half16, while the mismatch leads to a 5% wage shortfall17 
relative to expected income levels18. In the absence of further 
training, mid-skilled workers slip into low-skilled employment. 
And this relative shift has a compositional effect on average 
wages, lowering the overall average wage even while overall 
demand for labour remains strong.  
 
Exhibit 5: ‘Middle education’ trap? 

 

13 McIntosh, S., “Hollowing out and the future of the labour market”. BIS 

research paper, October 2013. 
14 Wu, N., & Wang, Q., “Wage penalty of overeducation: New micro-evidence 
from China”. China Economic Review, August 2018. 
15 Tsang, M. C., “The impact of underutilization of education on productivity: A 
case study of the US Bell companies”. Economics of Education Review, 

November 1987. 
16 Hartog, J., “Over-education and earnings: where are we, where should we 
go?” Economics of Education Review, April 2000. 
17 Zheng, Y., Zhang, X. & Zhu, Y., “Overeducation, major mismatch, and return 
to higher education tiers: Evidence from novel data source of a major online 

recruitment platform in China”. China Economic Review, April 2021. 
18 Sicherman, N., ““Overeducation” in the labor market”. Journal of Labor 
Economics, April 1991. 
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Beyond the mismatch in education levels, geographic labour 
imbalances also play a critical role. Restricted interprovincial 
mobility and high living costs, particularly for low-skilled workers, 
exacerbate regional disparities in labour supply and demand. 
 
More low-skilled workers are needed in developed regions to 
complement the expanding high-service sectors, which continue 
to attract high-skilled talent across the country. However, with 
local government support, these low-skilled workers face stricter 
cross-regional migration policies and have more limited access to 
social benefits for public services such as healthcare and education 
in their new province. Some cities have recently eased mobility 
restrictions, yet high living costs in major urban centres often means 
that migration does not always lead to a better quality of life – 
especially for those who can only find work in informal sectors.  
 
In high-performing regions, the tight market for low-skilled 
workers may push wages higher as employers compete for a 
smaller pool of available workers. However, this upward wage 
pressure is largely offset by the excess supply of low-skilled labour in 
less prosperous areas, where demand remains weak (Exhibit 6). 
Mismatches between educational attainment and job requirements, 
alongside barriers to interprovincial migration, have reduced 
market efficiency. The result is a drag on wage growth, posing a 
significant challenge to China’s long-term economic trajectory. 
 
Exhibit 6: Unbalanced regional development and wage level 

  
 
One explanation of China’s puzzling labour market paradox – a 
shrinking workforce; persistent labour shortages; but slowing 
wage growth – is at the core an issue of structural mismatches 
in education, sectoral shifts in demand, and regional labour 
mobility constraints. While policymakers have recognised the 
need for reform, the key question remains whether these efforts 
will be sufficient to rebalance the labour market – or whether 
China will continue grappling with underutilised talent, declining 
wages, and growing economic inefficiencies. The direction 
China takes in the coming years will be crucial, not just for its 
domestic economy but for the global labour market as well. 

 
19 Lu, X., et al. “Government regulation and China's natural gas price distortion: 
A sectoral perspective”. Natural resources forum, February 2025. 

The waning role of  industry  

China’s slowdown in wage growth has occurred alongside a 
persistent deceleration in industrial profit growth. Both peaked 
in the early 2000s, driven by rapid industrial expansion, partly 
spurred on by China’s World Trade Organization (WTO) 
accession, but have since slowed significantly over the past two 
decades (Exhibit 7). The simultaneous decline in profits and 
wage growth is unsurprising and likely in part reflects a natural 
catch-up in Chinese wage levels. Initially, wages surged from 
low pre-WTO accession levels as Chinese industry capitalised 
on an abundant supply of cheap labour. However, as labour 
costs rose, the country’s industrial competitiveness began to 
erode, putting downward pressure on profit growth, which in 
turn constrained future wage growth. 

Exhibit 7: Industrial profit on the slide 

 

Additional downward pressure on industrial profits may have 
stemmed from government intervention in industrial pricing. 
Government policy that aimed to stabilise supply and demand 
shocks – such as implicit or explicit price caps on key industrial 
products – would likely have squeezed profit margins19, 
distorted market incentives, and ultimately placed further 
constraints on wage growth. 

China’s economic structure has rotated in the past two decades 
or so. Since 1969, the industrial sector had been the dominant 
GDP contributor as the country underwent industrialisation. 
However, since 2011, the services sector has overtaken 
industry as the leading contributor to GDP (Exhibit 8). Since the 
early 2000s, tertiary sector growth has remained strong, with a 
few exceptions – notably, the post-WTO accession boom, which 
unlocked global demand, and the global financial crisis, where 
China’s industrial-heavy mega-stimulus temporarily boosted 
secondary industry output. 
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Exhibit 8: Tertiary industry leading in GDP contribution 

 
 
Alongside rapid services growth, employment has also risen sharply, 
particularly since 2012. This surge mirrors the decline in secondary 
industry employment (Exhibit 9). However, the recent slowdown in 
services industry expansion, since 2017, is likely due to government-
led crackdowns on fast-expanding private service sectors, 
including private tutoring, video gaming and financial technology.20  
 
The broader shift in employment towards the services sector 
underscores the impact of technological advancements in 
displacing industrial labour, particularly after significant 
productivity gains in the manufacturing sector, and a subsequent 
transition of workers from factories to service-based roles. 
 
Exhibit 9: Labour exodus from the secondary industry 

 
 
Meanwhile, investment in the industrial sector, previously 
bolstered by direct and indirect government support, has 
cooled substantially since 2018, additionally due to 
deleveraging pressures21 following the rapid credit expansion 
driven by government stimulus in 2015-2016. In contrast, 
investment in services, predominately led by private 
businesses, has remained relatively stable in recent years. 

 
20 That stance has seen reverted in the past few months, and a rebound in 

services employment is expected to follow. 
21 Li, K., “Report on the work of the Government”. 12th National People’s 
Congress, 15 March 2017. 

Taken together – the declining contribution of industry to GDP; 
the reduction in industrial employment; and the slowdown in fixed 
asset investment in industrial sector, China’s industrial sector is 
losing momentum and services – despite receiving comparatively 
little government support – has outpaced the industrial sector 
on all fronts. China is undergoing a relative deindustrialisation.  
 
Internationally, deindustrialisation has characterised the evolution 
of maturing economies. However, unlike the process in the UK, 
where manufacturing peaked in the 1970s, or the US in the 1980s, 
China’s deindustrialisation started, in terms of growth of overall 
wealth, comparatively much earlier. Despite decades of rapid 
economic growth, China’s real GDP per capita was only around 
US$6,600 in the early 2010s, when clear signs of structural change 
and industrial decline began to appear. This is significantly lower 
than other countries such as Germany, France, Japan, the UK and 
the US at comparable stages. Even Germany – the country which 
had the lowest real GDP per capita – had reached over US$19,000, 
three times that of China’s at a similar stage (Exhibit 10).  
 
Exhibit 10: China may experience a premature structural change 

 
 
Historically, industrialisation has been the primary driver of 
long-term economic, productivity, and wage growth in 
international economies. It contributes to growth, not only 
because of the impact of reallocation from low-productivity 
agriculture,22 but the fact that productivity gains in 
manufacturing are predominantly from physical capital growth, 
which is relatively easier to achieve than human capital 
improvement. While deindustrialisation has been a natural 
evolution of maturing economies – typically associated with 
rising labour costs; technological advancements reducing 
labour demand; and higher-income populations shifting 
consumption towards services – it can pose serious risks if it 
happens before an economy reaches high-income status. Such 
a premature structural shift can hinder economic 
development23, as it blocks off the main avenue for rapid 

22 Rodrik, D., “Unconditional convergence in manufacturing”. The Quarterly 

Journal of Economics, February 2013. 
23 Rodrik, D., “Premature deindustrialization”. Journal of Economic Growth, 
March 2016. 

https://english.www.gov.cn/premier/news/2017/03/16/content_281475597911192.htm


  6 May 2025  

7 

economic convergence and pushes workers into lower-wage 
service jobs without sufficient productivity improvements. 
 
Brazil is a notable example, having undergone significant 
industrialisation in the mid-20th century, led by the then fast-
growing steel, automotive, and textile industries. However, its 
industrialisation process stalled in the 1980s, due to a combination 
of economic mismanagement, external shocks – chiefly China’s 
rise and its commodities boom – and weak industrial policy. 
This has left the country stuck in middle-income status, a 
situation that persists to this day. India presents another case, 
having largely bypassed industrialisation by transitioning directly 
from an agricultural economy to a service-based one. This shift 
has left millions trapped in low-paying informal jobs, which are 
now increasingly threatened by the rise of artificial intelligence (AI). 
 
While there is no definitive conclusion yet as to whether China 
is undergoing such a premature deindustrialisation, the 
declining output, shrinking industrial employment, and stagnating 
wage growth would all be consistent with such a shift. 
 
China’s working-age population began to decline in 2015, 
eroding the demographic dividend that had previously 
supported rapid economic expansion. Rising relative labour costs 
have driven many labour-intensive manufacturers to relocate 
production to neighbouring countries (e.g. Indonesia, the 
Philippines, Vietnam) more recently exacerbated by rising trade 
tensions, leading to a wave of factory closures in China. As a 
result, a growing number of workers have been pushed into 
lower-end service sector employment, particularly the informal 
economy. At the same time, improving living standards and 
generational change have led many young people to prefer 
service jobs with better working conditions over factory work, 
even at a cost of lower wages. This employment shift, both 
voluntary and involuntary, has contributed to slowing average 
wage growth (Exhibit 11), which in turn has constrained consumer 
demand and reinforced deflationary pressures in China’s economy. 
 
Exhibit 11: Wage growth slowed more in low-end services  

 
 
Indeed, while many see the pandemic as the start of China’s 
slowdown, a broader perspective suggests early signs of 

premature structural shifts were already present, with the 
COVID-19 pandemic merely amplifying underlying vulnerabilities. 

 
Coping with a shrinking labour force 
 
Despite the long-term trend of population decline, short-term 
challenges including a deflating asset price bubble, an external 
trade war and structural factors including labour market 
mismatches, and the risk of premature structural shifts pose 
more immediate threats to the economy. That said, these 
issues are arguably more responsive to policy interventions 
than the challenge of a declining labour force. Indeed, China’s 
central government must continue investing in – and reduce 
barriers to private sector investment in high-end manufacturing 
and service sectors to fully utilise its highly educated workforce.  
 
Meanwhile, local governments, particularly in top-tier cities, 
should take greater steps to attract low-skilled workers from 
other regions. This could be achieved by enhancing social rights 
and benefits, protecting wages, and reducing mobility barriers. 
Such measures would not only help balance the lower end of 
the labour market in major cities but also enable better job 
matching for highly educated workers, reducing deadweight 
loss and improving overall productivity in the economy. 
 
As for the long-term demographic decline, China still has some 
time to adapt. Moreover, while the full impact remains 
uncertain, recent advancements in AI and cutting-edge robotics 
may offer promising solutions to mitigate labour shortages in 
the future. Advancements in robotics have alleviated some 
labour shortages in low-skilled service sectors. In China’s 
developed regions like Beijing and Shanghai, it is increasingly 
common to see robots performing simple and essential tasks in 
hotels and restaurants, reducing reliance on human labour. 
Meanwhile, AI looks likely to materially accelerate productivity 
growth in some services sectors as well. 
 
This outcome could be further enhanced if the government 
takes decisive steps to upgrade the services sector, fostering 
the growth of high-value industries such as finance, culture, 
education, and other professional services. As seen in other 
mature economies, these sectors are typically led by private 
enterprises. This suggests Beijing must cultivate a more 
favourable business environment, which would require 
stronger legal protections, fairer competition against state-
owned enterprises, and greater government transparency to 
build business confidence. President Xi Jinping’s recent 
outreach to such enterprises (tellingly after the emergence of 
the Chinese developed DeepSeek AI model) is one suggestion 
which might be underway.  
 
Longer-term demographic decline could also be ameliorated by 
further extensions of working age. The beginning of 2025 saw 
China’s first adjustment in retirement age in more than seven 
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decades, rising by three years to a range of 55 – 63 years old, 
yet still below other economies. Further delays in retirement in 
China may become easier as more jobs move into services, 
which are more flexible and less physically demanding. 
  

Challenges alongside opportunities  
 
China has the largest labour market globally, yet the labour 
metrics are less clear than in international peers and pose 
counterintuitive insights. By examining the country’s two-tiered 
labour force, we highlight why the urban unemployment rate 
alone does not adequately capture the broader state of labour 
market underutilisation and spare capacity.  
 
The counterintuitive juxtaposition of rising unemployment amid 
falling wages points to a polarised job market, with a hollowing 
out of the labour force. This disparity is exacerbated by migrant 
restrictions, which asymmetrically hinders the mobility of 
workers by the level of skills, exacerbating imbalances. A 

combination of these developments has led to a slowing in 
average wage growth and large portions of the workforce 
remain underutilised. In turn, this echoes deindustrialisation 
concerns seen in advanced Western economies. However, in 
China’s case, the question arises whether these trends are 
emerging prematurely for a developing economy. 

The long-term consequences of labour supply declines have not 
started to bite yet, leaving China some time to adjust. Advances 
in technology, such as general-purpose robotic humanoids and 
AI, could drive productivity in service industries, raising capital 
intensity and shifting the economy’s growth model. Focusing 
on the development of high-end services could help manage 
this transition, while dismantling structural barriers to worker 
migration may enhance job matching efficiency and reduce 
dead-weight loss in the society. However, these changes would 
require more targeted social resources to support areas 
experiencing significant labour inflows. 

 
 
 
 



  6 May 2025  

 www.axa-im.com  

Our Research is available online: www.axa- im.com/investment- institute 

 
 
 
 
A bout A XA  Investment Ma na g ers  
 
AXA Investment Managers (AXA IM) is a leading global asset manager offering a diverse range of global investment opportunitie s in both alternative and traditiona l 

asset classes. Through our products we aim to diversify and grow portfolios, while delivering  long-term investment performance and value for clients. 
 
AXA IM manages approximately €844 billion in assets, of which €480 billion are categorised ESG-integrated, sustainable or impact as at the end of December 2023. 
We are committed to reaching net zero greenhouse gas emissions by 2050 across all eligible assets, and to integrating ESG principles across our business, from stock 
selection to our corporate actions and culture. 

 
Part of the AXA Group, a worldwide leader in insurance and asset management, AXA IM employed over 2,700 employees and operate s from 23 offices in 18 countries  
globally at end of December 2023 
 
Visit our website: http: / / www.a xa - im.com   

Follow us on Twitter: @A XA IM &  @A XA IM_UK  
Follow us on LinkedIn: https : / / www.linkedin.com/ compa ny/ a xa - investment-ma na g ers   
Visit our media centre: www.a xa - im.com/ en/ media -centre 
 
This document is for informational purposes only and does not constitute investment research or financial analysis relating to transactions in financial instruments as 

per MIF Directive (2014/65/EU), nor does it constitute on the part of AXA Investment Managers or its affiliated companies an offer to buy or sell any investments, 
products or services, and should not be considered as solicitation or investment, legal or tax advice, a recommendation for a n investment strategy or a personalized 
recommendation to buy or sell securities. 
  
It has been established on the basis of data, projections, forecasts, anticipations and hypothesis which are subjective. Its analysis and conclusions are the expression 

of an opinion, based on available data at a specific date. 
 
All information in this document is established on data made public by official providers of economic and market statistics. AXA Investment Managers disclaims any 
and all liability relating to a decision based on or for reliance on this document. All exhibits included in this document, unless stated otherwise, are as of the publication 

date of this document. 
 
Furthermore, due to the subjective nature of these opinions and analysis, these data, projections, forecasts, anticipations, hypothesis, etc. are not necessarily used 
or followed by AXA IM’s portfolio management teams or its affiliates, who may act based on their own opinions. Any reproduction of this information, in whole or in 
part is, unless otherwise authorised by AXA IM, prohibited. 

 
Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or representations  
with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, 
completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without limiting any of the foregoing, in no event shall MSCI, any 
of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, special, punitive , 

consequential or any other damages (including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI 
data is permitted without MSCI’s express written consent. 
 
Issued in the UK by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority in the UK. Registered in England and 
Wales No: 01431068. Registered Office: 22 Bishopsgate London EC2N 4BQ 

 
In other jurisdictions, this document is issued by AXA Investment Managers SA’s affiliates in those countries. 
 
© AXA Investment Managers 2025. All rights reserved 
 

A XA  Investment Ma na g ers  S A  
Tour Majunga – La Défense 9 – 6 place de la Pyramide 92800 Puteaux – France 
Registered with the Nanterre Trade and Companies Register under number 393 051 826 

http://www.axa-im.com/investment-institute
http://www.axa-im.com/
https://urldefense.com/v3/__http:/www.axa-im.com/__;!!Lt0KOR8!ABsL10InhETjbeW7-3oUXlXPR64GPDqSrYWHeQgYSSgFeGq970GN-uV3rjZ9dkHjHg$
https://www.linkedin.com/company/axa-investment-managers
file:///C:/Users/lafonpachota/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/WOYFKEZ9/www.axa-im.com/en/media-centre
https://www.axa-im.com/en/insights

