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Abstract

Migrant workers have contributed to the high growth of Chinese economy, while being exploited extensively. But
a new generation of younger workers have avoided hard migratory work, as economic aid has increased in farming
regions. This has caused a shortage of labor and increase in wages in coastal industrial regions. The low cost
manufacturing for export has revealed its limitation, while the domestic market was expanded. Foreign affiliates
needed to relocate to less costly inland areas or to add higher value on their products.

The Chinese government has promulgated various new laws to address these problems. A new property rights law
is intended to protect the rights of land usage for farmers. A new labor contract law intends to protect the rights of
workers and obligate companies to provide employment contracts. Corporate tax is to be consolidated to the domestic
rate of 25%, and tax benefit for foreign firms is to be reduced selectively. These new measures are aimed at aiding
domestic firms, advancing the industry and expanding the share by labor. To develop the domestic market foreign
firms require the talent of Chinese employees. Japanese affiliates need to explicitly convey their corporate philosophy
and attract capable Chinese staff. Many excellent Japanese corporations practice intense training, performance
evaluation, promotion and salary raises while providing stable employment. These practices meet the expectations of
independent minded Chinese workers, and if well implemented by Japanese affiliates, can contribute to the success of
domestic business in the new business environment.
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