254 Jay Dautcher

on the history, politics, and culture of Xinjiang should realize that spellings of key
terms vary widely: Uighur is at times spelled Uyghur, Uigur, or Uygur, and many
books on Xinjiang employ the place name Sinkiang, or Chinese Turkestan. To com-
plement Uighur-run Web sites on the Internet, a valuable source is Amnesty Inter-
national, whose wide-ranging publications methodically document cases where
China’s state security apparatus imprisons and executes Uighurs—and others of
all ethnicities throughout China—accused of political activism.
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China’s Market Reforms:

Whose Human Rights Problem?

Tim Oakes

We have a factory in China where we have 250 people. We own them; it’s our

factory. We pay them $40 a month, and they work 28 days a month. .. . Gen-
erally, they’re young girls that come from the hills.

—Irwin Gordon, president, Ava-Line Co,,

cited in Business Week, August 21, 1996

INTRODUCTION: JIANG’S TRAVELS

Of all the arresting images garnered by the press during Chinese presi-
dent Jiang Zemin’s autumn 1997 visit to the United States, one was partic-
ularly evocative of just how much China has changed since the years of
Mao’s Cultural Revolution. The New York Times front-page photo of the
Chinese president ringing the bell at the New York Stock Exchange to
begin the day’s trading on Halloween ranks as one of those crystalline
moments in photojournalism, where gestalt history itself is captured in a
single image.! Interestingly, for those who applauded Jiang’s gesture, this
was not some dyed-in-the-wool communist interloper, disingenuously
wearing the capitalist mask for a bit of Wall Street trick-or-treating. Rather,
China’s turn to the market is regarded as a genuine step toward the ulti-
mate realization of a truly global capitalism, and Wall Street has already
been salivating at the prospect. No one wants to miss out on what promises
to be a future cornucopia of riches. Investors await the waking of the
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“hibernating dragon” with the unusual patience of a smitten lover rather
than the cold calculations of the profit-minded. At the same time, the mar-
ket is thought by many supporters of the Clinton administration’s policy
of “constructive engagement” to offer the surest way of achieving politi-
cal reform within China itself. The point being that where political dipio-
macy has failed, capitalism and the market will triumph. Whereas the idea
of “human rights” has seemingly run into significant translation difficul-
ties, the U.S. press happily notes that down deep, we all speak the same
language: the vernacular of money.

It is not surprising, then, that the New York Times would contrast the
New York and Washington phases of fiang’s travels as capturing the
intriguing dualistic character of the Chinese-U.S. relationship. While Jiang
was said to have experienced some “discomfort” in Washington, with all
the congressional snubs over human rights and democracy, and the per-
haps ineffectual pestering of President Clinton over the same topics, the
Chinese president was said to be far more “at home” in New York, where
his visit to the Stock Exchange served as prelude to an elegantly hosted
dinner for some two hundred CEOs representing the most powerful cor-
porations in the country ? Indeed, the Times went so far as to print a series
of photos showing President Clinton stooping to provide a stool for Jiang,
so that the two could be seen at the same level. Here, an interesting mes-
sage suggested itself: Clinton bows before Jiang, who bows before Wall
Street. Jiang’s political intransigence over the question of human rights
and other “Western values” was striking only for its contrast to his unin-
hibited worship before that other temple of Western values. While the
“dialogue” over China’s human rights record has gone nowhere on the
political front, “constructive engagement” has been a clear success as far
as U.S. business is concerned.?

“Human rights” nevertheless remains primarily a political issue in the
U.S. mind. Most people equate the issue of human rights in China with
images of student demonstrators gunned down, Tibetans tortured, and
ordinary citizens imprisoned for having dissenting views. These images
convey a totalitarian China in need of the liberalizing influence of the mar-
ket. “Constructive engagement,” along with the more general process of
China’s entry into the global marketplace, will, the argument goes, erode
the Party’s authoritarian base and replace it with the democracy-building
civil institutions of a rising middle class. It is rarely questioned, however,
whether the assumed building of capitalism in China might in fact present
a set of new human rights problems of its own. While Beijing aggressively
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pursues a place among the world’s most powerful market econon}ies, per-
sistent poverty in the countryside presents one of the most troub1.1ng-—.but
for U.S. citizens generally unnoticed—human rights problentls in Chma.
As China’s strategies for modernization and development 1¥1creasmgly
garner accolades from the World Bank and international financial analyst's,
the plight of some 160 million impoverished farmers and another 100 mil-
lion who have already fled the countryside to float through China’s boc?m-
ing cities in search of work, raises serious questions about }'u‘st what kind
of “liberal” society China’s market-reforms might be producing. .

In this light, it is significant to note that Jiang’s trave.ls represent not sim-
ply a pilgrimage to the Mecca of global capitalism in New \'{ork, bult a
shoring-up of his Party’s legitimacy as the undisputed authority in gu}d-
ing China’s transformation from an isolated enclave of commapd social-
ism to a global superpower.* Jiang’s opening of the day’s tradu‘\g‘ at the
Stock Exchange made clear that it is not in spite of his Party’s policies thsft
China is being wooed by Wall Street but rather because of them. Those pol_l-
cies have not only enabled the growth of a limited market economy in
China but have also been responsible for an increasing gap F)etween the
rich and the poor. And so, the issue of poverty in rural Ch%na has .ﬁalso
found a place on Jiang's itineraries. On a 1996 visit to the interlor‘provmce
of Guizhou, for example, Jiang stopped by a miserable mountain he.lmlet
to pass out some blankets and cotton padded jackets. He made a point of
assuring his impecunious hosts that “the Party hasn't forgotten you,” and
that “socialism does not equal poverty.”

In this latter claim, Jiang was repeating the words of the late Deng
Xiaoping himself, who spoke them nearly two decades earlier in an effort
to assure a weary China emerging from the chaos of the Cultu_ral Revolu-
tion that the Party would from now on be committed to improvnns the pe<’)-
ple’s living standards rather than embroiling them any further in I\{Iao‘ s
continuous revolution. How ironic that Jiang should speak them again, in
an effort to assuage the fears of the poor that the Party had now abanFioned
the one role that yielded its very legitimacy in their eyes: its commitment
to economic and social justice for all of China. That China’s market-
reforms and modernization strategy represent any kind of socialism
would be a claim lost on the majority of China’s rural poor. A group of
Shanghai reporters covering President Jiang's trip to Guizhou took some
time to visit a few more poor villages on their own. Confronted at each stqp
with the abject poverty of this rocky, mountainous region of poor 501.1,
heavy erosion, and incompetent officials, they rhetorically asked their
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local guides if Guizhou even had a communist party. “How could the Party
allow this to happen?” one asked. “This is a travesty of socialism!"
Indeed. In rural Guizhou, the ironies of China’s turn to the marketplace
become cruelly apparent. China’s increasingly prominent position in the
global economy is being achieved by the systematic exploitation of a huge
reserve of underemployed rural labor. China pursues its place in the
pageant of modern nations by mobilizing a “surplus population” of rural
workers rendered desperate for wage labor by market reforms that have
made agriculture a losing venture for most. The situation is eerily similar
to that described by Marx himself a century and a half earlier, when indus-
trializing Britain modernized on the backs of a readily exploitable labor
force made redundant by the capitalization of the rural economy. That the
Communist Party in China now plays the role of the capitalist boss profit-
ing from the exploitation of a willing “disposable industrial reserve army,”
as Marx put it, is profoundly ironic.® It may be premature to assume—as
do the proponents of “constructive engagement”—that the appearance of
capitalism in China will result in the rise of a “liberal market economy,”
complete with an independent middle class and the autonomous institu-
tions of “civil society.” For we see less the emergence of an independent
liberal capitalism in China than the deepening involvement in the econ-
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omy of the Party-state itself and the resulting entrenchment of power in
the hands of a political elite that continues to hold the reins of economic
power as well (see the essays by Xiao and Rosemont, this volume).

In this paper, then, I want to explore the ironies of China’s pursuit of
market reforms and suggest that U.5. critics of China’s human rights
abuses often miss the broader implications of their self-righteous rhetoric.
Market liberalization has generated a glaring income gap within China,
the most visible manifestation of which is the “floating population” of
peasant laborers, the mingong. From their vantage point, China’s modern-
ization resembles the worst sort of capitalism that Marx himself could have
imagined. China’s “human rights problem,” then, is not necessarily one
associated with the political nature of totalitarianism or communism, per
se, but with the political-economic nature of capitalism and uneven devel-
opment. It is a problem that has historically plagued the West to a much
greater degree than China. Do workers have the right to a proper liveli-
hood? Do they have the right to enjoy the fruits of their labor? These ques-
tions have befuddled liberal theorists in the West for generations. Yet these
are the “rights” whose absence weigh most heavily on the majority of
China’s rural population. The failure among some of China’s critics in the
United States to articulate the human rights issue in these broader terms

A

Fig. 13.2. Farming the thin, rocky soil of Guizhou. (Photo by Tim Oakes)
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speaks, I believe, to their unwillingness to see in China an increasingly
sharp reflection of the darker sides of our own capitalist modernity and,
more important, our complicity in abuses that have been the standard fare
of capitalist development around the world.

CAPITALISM WITH CHINESE CHARACTERISTICS

Officially, what China is pursuing in its market reforms is “socialism with
Chinese characteristics.” This idea has been enshrined in Beijing with the
recent addition of “Deng Xiaoping Theory” to the standard lexicon of
“Marxist-Leninist-Mao Zedong Thought,” which has provided the rhetor-
ical justification for the Communist Party’s policies since the late 1950s.
“Deng Xiaoping Theory” principally offers a somewhat after-the-fact ide-
ological explanation for the ad hoc modernization strategy pursued by
China’s leadership; the “theory” claims that the country’s productive
forces must be developed and advanced before China can progress beyond
the “primary stage of socialism.”” Developing China’s productive forces—
that is, making them more efficient, profitable, and competitive in the
global marketplace—is a project best suited for the “invisible hand” of the
market, and this means that a certain degree of social inequality must be
tolerated as the temporary result of market forces rewarding those willing
to take risks. This mobilization of the market, along with its economic
opportunities and risks, reached a new level during the 15th Party Con-
gress, when Jiang proposed a new model of public ownership for China’s
ailing state-owned enterprises.® In this regard, his pilgrimage to Wall
Street makes even more sense. Jiang’s model for revamping the last hold-
out sector of economic inefficiency in China is basically one of a corpora-
tion, collectively owned by investing stockholders, which must answer
primarily to the needs of its investors rather than those of its workers (see
Weston, this volume).

With China increasingly following a corporate model of enterprise own-
ership, one inherent quality of the post-Mao reforms now stands out
clearer than ever. The reforms have been driven primarily by the promise
of increased incomes and increased personal material wealth for the Chi-
nese. Progress is no longer being measured in terms of production, as in
Mao's day, but rather in terms of consumption. Ina way, one could say the
Party is now buying its legitimacy, offering the promise of a personal for-
tune to anyone willing to practice “socialism with Chinese characteristics,”
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a phrase that appears increasingly meaningless. As one Nanjing Univer-
sity professor put it, “Nobody knows what the concept means. It is only
rhetoric, and it can mean anything but socialism.”® The socialist revolution
has formally been diverted from an ostensibly political project of equality
and social justice to an overtly economic project of energizing China’s
latent productive resources at any cost. The Party, rather than proletarians,
is now the vanguard of profitability. Equality and equity are no longer
explicit goals for a developing country still mired in the “primary stage of
socialism.” Similarly, the whole concept of democracy is thought of not as
a hegemonic political ideology—as Mao might have viewed it—but as a
“luxury” currently unaffordable to the incipient consumers of China.
“Only people who have enough food on their dinner table can afford
democracy,” states one restaurant owner in an article by Yin Xiaohuang.
1 ook at the Russians: the root of their problem is that there is too much
freedom but too little bread.”1?

It is little wonder that such an approach to modernization should be so
pleasing to the international capitalist community. “Deng Xiaoping The-
ory” provides something of a model for the austerity programs that were
implemented in Latin America and, now, Russia. It also mirrors the polit-
ical climate within the United States itself, where the market's magic is
increasingly called upon to fulfill the functions of a shrinking government.
In China, as in the United States, economic growth——the gratification of
material desires—is the key to the ideology of market liberalization. And
in both countries, the social costs of marketization are increasingly blamed
on the shortcomings of the poor themselves. As China replaces the cult of
Mao with the cult of the commaodity, it resembles the United States more
and more.

The important point here, however, is not simply that China has aban-
doned its revolutionary ideals in an effort to catch up with the materialism
of the developed world. Rather, what is most striking about the enshrin-
ing of “Deng Xiaoping Theory” is the deepening involvement of the Party-
state in the development of China’s productive resources, and, indeed, the
justification of that involvement in the hollow rhetoric of “socialism with
Chinese characteristics.” In China, at least one political scientist has sug-
gested, capitalism itself requires a redefinition, one that accounts for the
fact that the Party-state, rather than an independent middle class, contin-
ues to dominate the social means of production.’! The Party-state, in other
words, has proved remarkably adaptable to the needs of global integration
by disciplining its labor force to the imperatives of capitalist development.
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Deng’s reforms have created a system that still requires strong centralized
political control “and indeed a state that is prepared to act in a brutally
repressive fashion to enforce the intensive exploitation of the working
population that yields the capital accumulation necessary for rapid eco-
nomic growth.”12

This role of the state as a bureaucratic capitalist entity has been masked
by an ideology of wealth as the just reward for one’s willingness to take
risks and work hard in the new “socialist marketplace.” Similarly, the
state’s approach to the continuing and worsening problems of poverty and
class polarization is to assert that one’s poverty is most likely a result of
ignorance and an inability to grasp the principles of the commodity econ-
omy. China’s peasants are routinely blamed for their “small farmer men-
tality” and their “subsistence orientation.”1* More recently, however, there
has been a greater focus on the problem of poverty, indicated, for exam-
ple, by Jiang’s 1996 visit to Guizhou. But the newly invigorated project of
poverty alleviation in China has been aimed almost exclusively at short-
term schemes to increase peasant incomes and help them learn the value
of the commercial economy rather than at addressing the underlying
structural conditions that perpetuate rural poverty. It is to these rural
problems that we now turmn.

THE GROWING INCOME GAP

China’s post-Mao market reforms began in the countryside; between 1979
and 1982 all of the country’s rural collectives were disbanded and indi-
vidual households began taking up most of the responsibilities for agri-
cultural production. This had the immediate effect of mobilizing a consid-
erable amount of the countryside’s latent productive forces, and the years
1979 to 1984 saw an agricultural boom that—combined with a significant
increase in peasant savings—resulted in a stunning decline in rural
poverty. This unprecedented achievement was halted, however, and even
reversed somewhat in the late 1980s.14 Since then, there has been little
change in the proportion of rural poor in China. The stunning gains of the
initial phase of rural reforms have now faded considerably. Since the brief
boom of the early 1980s, the income gap between poor and rich regions of
China has been widening (see figure 13.3).

Between 1985 and 1991, eight interior provinces saw an actual fall in real
income per capita, while the majority of provinces saw only marginal
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Fig. 13.3. Income inequality in China

gains.!® Rural China’s income boom has been a very limited phenomenon
spatially, affecting a few eastern coastal regions containing less than one-
fifth of the country’s population. As indicated in table 13.1, income
inequality grew substantially through the first half of the 1990s. Moreover,
while urban income disparities are notable, they pale in comparison to the
enormous disparities in rural incomes. It is in the countryside, where
roughly two-thirds of China’s population lives, that the greatest inequali-
ties are found. Disparities in rural income have a number of causes (see fig-
ure 13.4). Perhaps the greatest cause of intrarural disparities within both
poor and rich regions of the countryside is the amount and composition of
household labor power. Interregional disparities, however, are primarily
caused by differential access to off-farm income and to markets for agri-
cultural products.!® High rural incomes in coastal regions are largely a
result of both a much higher density of rural industries and the proximity
of rural residents to large urban markets where consumers display rela-
tively high purchasing power.

What caused the mid-1980s stall in improving rural livelihoods overall
was the increasing difficulty in earning viable income from agriculture
alone; the high dependence on agriculture for the majority living in
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Table 13.1 China: Urban and Rural Per Capita Income (%)

1992 1996
Region Urban Rural Urban Rural
China 100 100 100 100
Constal regions
Shanghai 149 284 176 252 £ W Grain
Guangdong 172 167 171 165 g @ Other farm
Beijing 126 201 157 185 g noft-fam
Zhejiang 129 173 145 180 2 m Transfers
Tianjin 110 167 126 156 & BCther
Jiangsu 105 135 107 157
Fujian 112 125 105 129
Shandong 97 102 103 108
Guangxi 104 93 102 88
Hainan 115 108 101 Nn
Hebet 92 87 93 107
Liaoning 9% 127 86 112 — -

1985 1990

Interior regions Year
Xizang (Tibet) 126 106 135 70 . I . . .
Yunnen 104 79 102 64 Fig. 13.4. Contributions to income inequality
Hunan 104 94 98 93
Xinjiang 97 94 98 67
Anhui 89 73 92 83
Sichuan 99 81 91 75
Hubei a3 86 88 97
Guizhou 94 66 84 66
Qinghai 89 77 82 61
Shaanxi 85 71 80 60
Henan 79 75 79 82
Jilin 81 103 79 110
Jiangxi 75 98 78 97
Heilongjiang 80 121 76 113
Ningxia 90 75 75 73
Sharnixi 80 80 75 81
Gansu 84 62 71 58
Nei Monggu 74 86 71 83

Source: Zhongguo Tongji Nianjian (China Statistical Yearbook} (Beijing: Zhong-
guo Tongji Chubanshe, 1997}

Fig. 13.5. Preparing a field for spring rice planting, high on a mountainside, an
hour's walk from home. (Photo by Tim Oakes)
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Fig. 13.6. Hand transplanting of rice seedlings. (Photo by Tim Oakes)
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China’s interior has been the most significant factor in their inability to
take full advantage of the market reforms. The most common explanation
for the increasingly poor profitability of agricultural production in China
is that the prices of agricultural products, in the increasingly marketized
rural economy, have not kept pace with the prices of agricultural inputs.
Faced with rising production costs, more and more farmers have been
going into debt.’” In the early 1980s, the state rapidly raised its grain pro-
curement prices in an effort to boost rural incomes and invigorate stagnant
grain production. At the same time, it maintained tight control over the
price of inputs by steadily increasing its subsidy of fertilizer prices. The
result was a doubling of fertilizer applications and record grain harvests
in 1982, 1983, and 1984.18 These were the so-called “golden years” of the
rural reforms, in which many grain farmers saw their incomes soar beyond
belief.

In 1985, however, the government both dropped its quota grain pro-
curement policy and effectively reduced its official grain purchase price,
while at the same time liberalizing the fertilizer market, thereby reducing
substantially the amount of fertilizer sold to farmers at state-subsidized
prices. Insofar as the result was a massive shift away from grain produc-
tion, the government achieved its objective of stimulating agricultural
diversification and commercial orientation. Yet for farmers in regions with
undeveloped agricultural markets, diversification into economic Crops
was an unrealistic option. With little choice but to continue their depen-
dence on grain income, these farmers saw their income gains of the early
1980s rapidly offset by the nearly 20 percent annual price increase for fer-
tilizer, while the government purchase price for grain changed little. The
late 1980s also saw a government-induced slowdown in the development
of rural industries, due to the perception that they were competing for
scarce resources with the inefficient large-scale state industries. In regions
where this growth might have offset declining agricultural incomes by
providing alternative employment sources for struggling farm house-
holds, there was a sharp decline in rural industrial growth rates.!?

Simultaneous with this liberalizing of the agricultural economy, there
has been a substantial shift in the nature of state assistance to poor farm-
ers. Chinese socialism under Mao never had a formal state welfare system
in the countryside. Assistance to the needy in the rural sector was the
responsibility of the local collective, through which poor households were
guaranteed a basic grain ration (one that they, in fact, “purchased” from
the collective on credit). The state’s approach to the problem of rural
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poverty under collectivization was less concerned with providing assis-
tance to the poor than with reducing the numbers needing assistance by
instituting projects aimed at increasing the self-sustenance abilities of col-
lectives.2? Assistance to poor households, in fact, was primarily provided
by broader kinship networks and filial obligations among the local popu-
lation. Thus, by the end of collectivization, only a tiny fraction of the rural
population was being supported by collectives.

The state did, however, alleviate the threat of hunger or starvation in
regions of chronic poverty through its control of interregional grain trans-
fers. The state’s grain procurement policy was understandably a source of
much tension and discontent among grain-surplus collectives.?! It is well
known, for instance, that the state enforced an artificially low price for this
grain in order to maintain a high investment rate for its heavy industrial-
ization program, and this was a major cause of the overall stagnation of the
rural sector during the Maoist era. But up to one-third of the state’s pro-
curement grain was resold to grain-deficit rural regions at subsidized
prices. Indeed, China’s remarkable success in reducing its mortality rate
by more than half in less than two decades—three times as fast as compa-
rable countries—can largely be attributed to the success of its egalitarian
grain redistribution policies.?

The state’s grain resale policy to poor and deficit regions was terminated

Fig. 13.7. Village schoothouse, Guizhou. (Photo by Tim Oakes)

China’s Market Reforms 309

in 1985. Households in these regions must now make up for their deficits
by purchasing grain on the open market, at prices that have more than
doubled in the past decade.?* At the same time, with the disbanding of
rural collectives, whatever local-level assistance these organizations did
provide has largely disappeared in poor regions. Whereas collectives pre-
viously functioned more or less as banks, doling out the (admittedly mea-
ger) fruits of agricultural production after local welfare needs were met,
village governments must now rely on extracting their revenues from
households in the form of fees and taxes that are as unpopular as they are
evaded. The result has been a breakdown in collective services in poor
regions, with education, health care, and poverty relief suffering the most.
Once a public good available to all regardless of incorne, health care is
now, for many farm families, feared as a catastrophic expenditure that
could drive them into a cycle of unrecoverable debt (see figure 13.8). In
regions where a significant amount of off-farm income has contributed to
sharp rises in rural incomes, villages have not had any trouble generating
the necessary revenue to provide basic assistance to poor families. Indeed,
in many regions, such as the Pearl River Delta, wealthy villages have
rebuilt many collective welfare institutions, using revenues generated by

100% -
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B80% -
0% 1
80% T -
2 Collectives
§ X% 1 OPatient fees
° 40% + M Insurance ‘
30% + | M Government ‘
20%
10% +
0% -
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Fig. 13.8. Sources of health care financing
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local industries to build schools, recreational facilities, pension programs,
and assistance programs to poor families.?* Yet in the areas where such a
“safety net” is needed most, rural households remain atomized and iso-
lated from any broader system of social security.

The state’s response to these problems has primarily been directed at
regional-based poverty alleviation efforts that concentrate on introducing
income-raising schemes for poor households rather than addressing the
more fundamental problem of inadequate collective resources for health
care, education, and social security. In strikingly Dickensian fashion, the
state also encourages those who have “gotten rich first” to not forget their
less fortunate neighbors. In 1985, Deng Xiaoping himself urged rich
regions to “spare a little to help the poor areas.” That the state must resort
to invoking the charitable compassion of the newly rich only emphasizes
its unwillingness to deal with the more fundamental causes of rural
poverty. Instead, poverty alleviation is marshaled as a campaign to enlist
the rural poor into contributing to China's capitalist development. Poverty
projects thus focus on low-interest loans for such potentially income-
enhancing projects as fruit orchards and the provision of plastic sheeting
for fields.™ In regions where markets are limited and agricultural prices
remain depressed, such schemes are bound to fail. lllustrating the “jump
into the sea of commerce” (xiahai) mentality encouraged even in the poor-
est regions, poverty relief funds distributed to one Guizhou village for
health care and education needs were used not to purchase medicine,
reduce patient fees, pay teachers’ salaries, or provide scholarships to poor
students. Rather, the funds were used to improve the building facades for
the hospital and school. As the village head explained, they thought mak-
ing the village more “attractive” to potential outside investors eager to
cash in on the ready supply of unemployed farmers would be more bene-
ficial 26 With the government endorsing special investment zones all over
the country, it is little surprise that villagers are encouraged to believe their
path to modernization is found in attracting mobile capital instead of pro-
viding basic services for themselves.

Official poverty alleviation projects also tend to be based on a regional
approach to poverty, concentrating on some eighteen officially designated
poor regions of the country, comprising a fifth of China’s counties. This
approach, based on the conveniences of bureaucratic administration
rather than attention to rural realities, misses about two-thirds of the total
number living in absolute poverty.” Thus, the majority of the rural poor
fall outside of official state alleviation programs and must instead rely on
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conventional sources for sustenance and credit. Not surprisingly, the over-
all demand for credit vastly outweighs supply. Part of the problem is that
banks are unwilling to lend to poor farmers who are now seen as a high
credit risk. Instead, the vast majority of rural credit is reserved for indus-
trial enterprises, and in poor regions where rural industrial development
is impractical, banks instead lend to urban applicants or even to other
regions altogether.? For instance, in 1984, when bank lending was dereg-
ulated throughout China, Guizhou banks exported over 700 million yuan
to other provinces in loans, an amount equivalent to 80 percent of that
year’s total financial revenue for the province. Amazingly, state ofﬁcialls
blame this problem not on lending priorities themselves but on the inabil-
ity of locals to demonstrate their qualifications to borrow.? As far as the
government is concerned, it is primarily the fault of the farmers that they
can’t acquire the credit they need to “take off” into the brave new world
of “market socialism.”

As with the rural market reforms in general, then, the state treats the
whole issue of poverty as a problem requiring more marketization, more
deregulation, and more efforts to “liberate the mind” of the peaszlmt
farmer who lacks “entrepreneurial spirit” and displays an “excessive
adherence to the old ways.”? The result has been not only the widening
regional income gap discussed previously but increasing class stratifica-
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Fig. 13.10. Most of the houses in the Party Secretary’s village (see fig.13.9) resem-
ble this one. (Photo by Tim Oakes)

tion within rural society in general. To be sure, rural society under Mao
saw its own brand of social stratification, based not on income but on
access to the redistributive power of the socialist state. Thus, a privileged
class of rural cadres emerged during collectivization, cultivating a web of
patron—client relationships that have, in many ways, remained in place
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during the reform era. But the post-Mao era’s focus on income generation
at the expense of investment in basic social services has resulted in the
rapid formation of a rural class structure based on differential access to
the means of production. In rural Guizhou, Yunnan, and Guangxi, for
example, many households cannot raise enough grain to feed themselves
for an entire year. Unable to get credit for the purchase of fertilizers (or,
indeed, wary of becoming indebted to relatives or usurers), they must
scrape together enough cash each year to make up their grain deficit on
the open market. Households lucky enough to have had their children
before the single-child family policy was initiated may have the surplus
labor power to earn a wage in a nearby town or city (or even a distant
coastal city), but for many mountainous villages, additional income-earn-
ing opportunities are negligible. One sociologist has estimated that
between 5 and 15 percent of the households in these poor regions are
caught in this trap of perpetual poverty. Another 10 to 20 percent, on the
other hand, have become relatively prosperous and are able to afford all
the fertilizer they want, while the remainder of farming households are
“getting by.”3!

In China’s more prosperous agricultural regions (for example, the
grain-rich basins of Hubei and Hunan), rural cadres who became pow-
erful under collectivization through clientelist networks of favors and
obligations, have emerged as a new class of nouveaux riche. Despite the
government's intention at the outset of rural reforms not to disband
completely the collective assets that had been built up under Mao, these
have nevertheless fallen under the private control of rural cadres and
other households that happened to have the resources to acquire them
and the skills to manage them. Thus, assets previously owned by the col-
lective—such as fish ponds, fruit orchards, grasslands, or small-scale
rural industries—are now under private control. In the wake of the
state’s close regulation of rural life under collectives, cadres have
stepped in as powerful brokers of local access to scarce inputs and ser-
vices. “The peasantry still remains dependent upon the goodwill of vil-
lage and higher-level cadres to get access to fertilizers, credit, new hous-
ing sites, and licenses to engage in business, and they frequently need to
resort to currying these cadres’ favour through gifts and shows of def-
erence.”32 Thus, rural society is in fact stratified by two complementary
hierarchies of power. One is still based on differential access to larger
channels of resource distribution, while the other is based solely in con-
trol of economic assets.
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IMPACTS OF FISCAL DECENTRALIZATION

The ease with which local officials occupy new spaces of political and eco-
nomic power is symptomatic of the broader state’s ability to maintain
bureaucratic control while pursuing an agenda of fiscal deregulation and
marketization. China’s decentralization of fiscal policy has created both
new opportunities and new difficulties for rural officials. As suggested
earlier, the central government’s redistributive effectiveness has declined
considerably, especially with respect to addressing the basic needs of poor
regions. According to one report, “the center is severely strained in its fis-
cal resources, and its transfers are generally insufficient or ineffective in
raising the growth of capital investment in these poor regions to match the
national level.”® Since 1980, the trend toward local self-financing has been
a driving force behind widening regional economic disparities. As indi-
cated in table 13.2, the central government’s share of the budget has
dropped precipitously, matched by similar declines in revenue as a pro-
portion of GDP. Poor provinces such as Guizhou are faced with growing
fiscal responsibilities and increasingly inadequate revenues. In 1995, for
example, Guizhou's provincial revenues only amounted to 45 percent of
expenditures. At the same time, the center’s ability to address regional eco-
nomic disparities through budgetary manipulation has declined. Of the
center’s budgetary transfers to provinces, only quota subsidies are based
on need, and by 1990 these accounted for only 15 percent of total transfers.
Over half of the transfers were earmarked grants, the overwhelming
majority of which were absorbed as price subsidies in grain, oil, and cot-
ton for relatively prosperous urban populations.3*

In Guizhou, the provincial government has been unable to keep up with
its increasing fiscal responsibilities.®> By the 1990s, Guizhou was no longer

Table 13.2 China: Expenditure and Revenue (%)

Central and Local Shares of Government Expenditure 1955-1995
1955 1959 1965 1971 1984 1990 1595

Central 78.1 47.6 62.2 59.5 46.6 39.8 29.2
Local 219 524 378 40.5 534 60.2 70.8
Government revenue as % of GDP 216 17.9 10.7

Source: Zhongguo Tongji Nianjian (China Statictical Yearbook) (Beijing: Zhong-
guo Tongji Chubanshe, 1996).
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able to transfer its diminishing subsidies to counties and instead was
extracting a surplus from them to finance provincial outlays. This has
resulted not only in inadequate attention at the local level to agricultural
investment and rural poverty but in a proliferation of damaging fees and
surcharges on rural households and industries as counties scramble to meet
their remittance quotas. One report charges that “in Guizhou, since 1988,
the entire rural sector has acquired net remitter status, so that the rural sec-
tor may be supporting the urban sector.”* Poor counties have thus seen
very little growth in expenditures, while even relatively wealthy counties
are strapped with heavy revenue sharing burdens that dampen whatever
comparative advantages they’ve been able to muster in the reform era.

In an effort to arrest fiscal decline and increase central revenue shares, a
new tax-sharing arrangement was introduced by the Ministry of Finance
in 1994. This shifted the bulk of turnover taxes (value added tax, business
tax, and product tax) to the center and created a new consumption tax on
luxury goods, including alcohol and tobacco, also to be remitted directly
to the center. This recentralization of revenues has in fact been an ongoing
trend throughout the reform era.?” These developments only exacerbate
the financial difficulties of poor regions. Most of the revenue expansion for
many counties in Guizhou has come from turnover taxes, and the loss of
these indirect revenues in the rural sector will put significant stress on
counties to find new sources of income. At the same time, many of the
counties in southwest China, where the country’s greatest concentrations
of rural poverty are found, were able to capitalize on a comparative advan-
tage in tobacco and liquor production in the 1980s. They now face the loss
of most of these revenues to the center.

In Guizhou’s Taijiang county (see figure 13.1), the need to generate rev-
enue and fulfill provincial remittance quotas led the local government to
pursue coastal trading companjes for setting up labor-intensive, export-
oriented textile factories. By 1994, there were at least three of these operat-
ing in the county and dozens throughout the province, all taking advan-
tage of the low wages peasant workers (all of them women) were willing
to accept and {paradoxically) the tax concessions county governments
made in order to make the deals more lucrative. One Taijiang factory was
set up by a Jiangsu company to produce tie-dyed silk cloth to be exported
to Japan. It employed about one hundred women, recruited from the coun-
tryside, who sat all day tying up thousands of tiny dot patterns on silk.
They were paid rmb 6 for every 10,000 ties, and although the manager
said they could typically produce 5,000 ties per day, workers on the shop
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floor told me that the most anyone earned was between rmb 30 and 40
($3.50-84.70) per month. This was low pay even by local standards (where
the average monthly pay in 1992 was rmb 165).% Another Taijiang factory
employed a similar number of rural women earning similar wages mak-
ing embroidered cioth for export to Southeast Asia. I visited a number of
factories throughout the region, and in all cases women lived in crowded
factory-provided dormitory rooms and were responsible for their own
food. Employment averaged about one hundred persons per factory, and
wages seldom exceeded RMBY¥ 50 ($5.90) per month. Because of special
regional policies developed to attract this kind of economic activity, local
governments were in fact collecting few tax revenues from these factories.
When asked in 1994, an officer at the Taijiang county government justi-
fied these exploitative ventures by stressing that they only represented a
first step in modernization. He likened them to a window through which
more coastal companies could see the county’s investment potential. He
said that Taijiang’s rural households still had few opportunities to earn a
cash income and that these factories would help generate a “commercial
consciousness” in the countryside. All that was needed, in other words,
was for the peasants to start wanting to earn money, and then the county’s
budget problems would amazingly disappear. He did not believe that
future development might be truncated by using Guizhou’s countryside
purely as a source of cheap labor for enhancing the profitability of coastal
companies dabbling in international trade. But by 1996, the county’s atti-
tude had changed considerably. The county had refused to renew any
leases for the coastal-run factories, citing insufficient pay and poor work-
ing conditions. For Taijiang, the previous goal of attracting external invest-
ment at any cost had clearly backfired. “We lost money and the workers
were treated badly,” an officer admitted. Furthermore, the county no
longer had any funds availabie for promoting its own indigenous indus-
trial development in crafts production. The county’s annual appropriation
for new commercial schemes had been cut due to provincial bud getary dif-
ficulties, and what funds they did receive in the form of central develop-
ment grants were being swallowed up by day-to-day administrative
expenditures and salaries for cadres and teachers.

If Taijiang’s attempts to cultivate a rural industrialization project back-
fired, in wealthier regions such schemes can be highly lucrative for local
revenue generation. In this regard, county speculation in rural industries
is often referred to as “tax farming.” The point is that local bureaucracies
have grown increasingly involved in income-generating developments.
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Far from a liberalized market economy, what has instead been emerg‘ing
in the countryside is bureaucratic capitalism in a society where political
power remains largely the exclusive preserve of a well-entrenched c.aclr'e
elite. While rural industries, by 1990, constituted one-fourth of CI‘EH‘%& 5
GNP and employed over a fifth of China’s rural workforce (9.2 mllllon
peasant-workers), the wealth they have generated, beyond contributing to
the cash incomes of farmers, has not always contributed to improving local
social services and welfare. One study of village industry in Sichuan, for
example, found that cadres were the dominant shareholders in village falc-
tories and that their increasing wealth had become a polarizing force in vil-
lage communities. Furthermore, benefits of employment and ancillary
activities (such as establishing marketing enterprises for factory products
in distant cities) were distributed primarily along kinship lines rather than
according to the needs of the community on whose land the facto-ry had
been built. As one villager put it, “People look at the factory and think the
village is very rich. But it has nothing to do with us. Those in the factory
have become rich. Most of them are relatives of the cadres and big bosses
from outside.”?

THE FLOATING POPULATION

For Marx, the “floating population” (liudong renkou) was that component
of the surplus population that, having become redunde-mt duc? to produc-
tivity gains in one sector of the economy, formed a readllx available t.vorlz(;
force prepared to meet the needs of the next cycle of capital expansion.

In China, the fiudong renkou refers more specifically to those living “tem-
porarily” in a place other than where they are officially registered. The
bulk of these people are migrants from the countryside—Marx’s ‘.'latent
surplus population”—who, having become redundant due to t.he hb?ral~
ization of the agricultural economy, “follow capital” to wealthier regions
where they might sell their labor. Having introduced reforms resulting in
increased inequalities and social polarization in the countryside, the state
has offered those rural families with sufficient labor power a way out by
allowing them to contribute a body or two to the growing pool of cheap
labor, China’s foremost international comparative advantage. Indeed,
many interior local governments actively promote out-migration as their
primary strategy for reducing poverty.4! The unleashed army of under-
employed labor has fueled the recent rapid growth of rural and urban
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industries and contributed immensely to urban infrastructural develop-
ments. In an effort to curb massive migrations to China’s booming eastern
coastal cities such as Shanghai and Guangzhou, the government has advo-
cated a policy of urbanization in “small and medium” cities throughout
the intericr. While the state remains committed to restricting the pace of
urbanization, much as it did during the Maoist era, conditions in the coun-
tryside are severely undermining these efforts. Although the state offi-
cially promotes the idea of litu bulixiang {“leave the soil, but don’t leave the
countryside”) through the development of rural industries, China’s cities
have benefited in many ways from the army of workers willing to sell their
labor for almost nothing and live in the harshest of conditions while con-
tributing to one of the most rapid urban redevelopment projects in Asia.

Liberalization of migration restrictions began in the early 1980s when
the state allowed rural residents to establish permanent businesses in
small towns.%? The Chinese state, it should be kept in mind, has always
been wary of the costs of rapid urbanization, and although it needed to
establish outlets for surplus rural labor, it did not want to bear the costs of
additional workers in the cities, where they might require more housing,
improved infrastructure and transportation facilities, along with other
social services that had always been strictly rationed to official urban res-
idents. For this reason, labor mobility reforms began in small towns, where
costs for social services had always been minimal anyway. In 1983, peas-
ants engaged in nonagricultural work in small towns were allowed to
obtain residence status as long as they did not claim any state-supplied
benefits and had secured private accommodation. Officially, these were
known as “households with self-supplied food grain.” By 1985, the state
had legalized “temporary residence” throughout all urban centers. At the
same time, the ban on urban enterprises hiring from the countryside was
lifted. The annual quota of official conversions from agricultural to nona-
gricultural residency status (nongzhuangfei) was also raised. This allowed
cities more flexibility in hiring cheap rural labor. Legally, urban migrants
must apply for a “temporary residence permit” (zhanzhuzheng) within
three days of arriving in a city. If they plan to stay and work, they must
also apply for a “permit to live elsewhere” (jizhuzheng). There is a fee asso-
ciated with each of these permits, and most reports indicated that roughly
half of the migrant population actually obtains them. Nevertheless, they
remain a significant source of revenue for cities.

Significantly, while the state has enabled greater labor mobility, it has
not relinquished its institutional control over migrant workers; the contin-
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uing presence of China’s household registration system offers the state a
mechanism for manipulating the rural surplus population to meet the
needs of capital accumulation and rapid economic growth, yielding what
one geographer has called a “two-class urban system.”#> Migrants are
treated essentially as “guest workers” in their own country. Many cities
have set up their own procedures for managing migrants. In a number of
urban places “Blue Cards” (lanka) are sold to those who have already been
“temporary residents” for some time and have made significant invest-
ments in the urban locality. A “Blue Card” is often very expensive and
grants all the privileges normally reserved for formal residents, such as
schooling, health care, greater opportunities for higher wage employment,
and so on. This is tantamount to selling urban residency, and that's exactly
what many cities are set on doing, particularly municipal governments
that are strapped for cash. By 1994, 3 million urban residence registrations
had been sold, generating some rmb 25 billion in revenues for cities. As
one political scientist has argued, migrants, in effect, become commodi-
ties—in terms of both their labor and their desire for urban residency.
Urban citizenship, once an inalienable birthright under Mao, is now for
salet

However, the urban institutional reaction to this phenomenon is quite
varied, depending on the city and the particular bureaucracy involved.**
Units responsible for generating income and not concerned with public
order tend to view migrants positively. Those responsible for maintaining
order and generating revenue tend to have conflicting attitudes toward
migrants. These units are given the primary responsibility of controlling
the flow of migrants. For example, public security is responsible for main-
taining order, yet it also stands to gain by imposing fines, issuing licenses,
and even accepting bribes or engaging in extortion. Thus, the marketized
environment has bred an unusual amount of tolerance among public secu-
rity officials toward migrants. Labor and construction bureaus are sup-
posed to protect urban jobs, but they can also help businesses prosper by
turning a blind eye to those that hire mostly migrants at greatly reduced
wages and without obligations to provide other services like housing or
health care for them. Even within single bureaucratic units, upper levels
tend to be more concerned with order whereas lower levels are with mak-
ing money. In Beijing, city officials ordered the demolition of the large
sermnipermanent courtyard houses that had emerged in the migrant squat-
ter settlement known as Zhejiang Village. Local Fengtat district officials,
however, refused to comply, Fengtai earns some 40 percent of its revenues
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from Zhejiang Village. Faced with the insubordination of its lower offi-
cials, the city ultimately called on the army to get the job done.

Some officials and scholars in China have proposed eliminating the
entire household registration system. Now, however, it's a source of
income for many components of the urban state. Having been marketized,
household registration has become too valuable to the state and its goals
of rapid modernization and development. In this light, the rural reforms
themselves have been a huge success for the state in both freeing up a sur-
plus population of desperate laborers and guaranteeing them a future of
destitution if they remain on the farm. While urban residents clearly dis-
play ambivalence regarding their daily encounters with the unwashed
masses from the countryside, many official organs seek to remind the pub-
lic of how urban living is improved by migrants’ willingness to perform
the disagreeable tasks shunned by the more “refined” (see Weston, this
volume). Marx reserved special scorn for this kind of attitude toward the
poor; one can only imagine what he would have thought hearing it from
leaders in China’s Communist Party itself.%

CONCLUSION: CLINTON’S TRAVELS

If China is practicing a kind of capitalism, with the Communist Party over-
seeing a progression of increasing inequalities that in turn are sending
wave upon wave of workers to the front lines of the global assembly line,
then it is perhaps not so unusual that the most powerful capitalist state in
the world should offer its blessings. President Clinton’s reciprocal visit to
China in 1998 was significant in symbolizing the U.S. administration’s
faith in the economic and political success of “constructive engagement.”
But the critics of Clinton’s travels entirely missed the mark as they scram-
bled to proclaim their righteous indignation over what they saw as a
United States endorsement of China’s human rights abuses. Clinton’s deci-
sion to take part in a welcoming ceremony at Tian’anmen Square invited
a predictable heaping of scorn on the president over the demise of democ-
racy in China and opened the floodgates for another wave of vitriol in the
United States Congress over China’s human rights abuses in general. I do
not mean to belittle the genuine need for concern over China’s lack of dem-
ocratic political freedoms (see Xiao, this volume). But my suspicton is that
the trumpeting by the United States of the human rights cause toc often
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diverts our attention from the commonalities between China and the
United States and the forces that increasingly link us together.

Those commonalities are found in the mutual commitments of Jiang and
Clinton to open the labors of their countrymen to the questionable rewards
of the global marketplace. The Clinton administration has conveniently
deluded itself with the fantasy that it is sewing the seeds of liberal democ-
racy in China via capitalist development. Farmers in Guizhou, and work-
ers in Flint, know better. China’s reform policies have simply allowed the
channels of global capital accumulation to feed the Party-state’s insatiable
appetite for power (see Xiao, this volume). This is a human rights problem
that the Clinton administration and its critics alike seem unwilling to
acknowledge openly. It makes even the mainstream U.S. media squea-
mish. Little surprise, then, that there was little reporting of a protest march
in Hong Kong that took place the morning of President Clinton’s arrival in
the former colony, the last stop on his nine-day China tour.

As Clinton prepared to meet Jiang Zemin at Hong Kong's new airport,
demonstrators marched through Kowloon, burning a U.S. flag and calling
for U.S. companies to improve working conditions in their factories in
China (see Weston, this volume). Labor activist Han Dongfang was quoted
saying, “We criticize Bill Clinton for talking about human rights and doing
nothing about it.” Had he been referring to Clinton’s failure to not attend
the Tian’anmen ceremony, his group’s protest march may have generated
more interest in the U.S. press. Certainly, it would have caught the atten-
tion of those U.S. politicians eager to proclaim, once again, their own com-
mitments to “freedom and democracy.” But he was referring to the human
rights of workers, rights about which the United States and China alike
remain clearly ambivalent. As they marched, the demonstrators chanted,
“Workers' rights are human rights!” and carried flags that read: “Stop US
businesses in China from creating a workshop of sweat and blood.” 7

U.S. businesses, of course, have had plenty of help in their expropriation
of China’s surplus labor value. Organized labor—that pesky thorn in the
side of U.S. corporate interests—remains conveniently illegal in China,
courtesy of the Communist Party (see both Weston and Xiao, this volume).
As the Chinese state itself increasingly emulates the profit-seeking behav-
ior of a global corporation, we are faced with the glaring fact that human
rights are not merely a civil or political problem. Certainly, they are not
just a Chinese problem. They are more profoundly a capitalist problem, a
political-economic problem of globalization, the responsibility for which
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the United States itself must be indicted with at least as much stricture as that
which we more conveniently reserve for nondemocratic states such as China.
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