












































Typologies and methods

democracy, the fixed terms made it impossible for a leader to be able to become the next Mao.
The recent history shows that when a new leader came into power, he tried to establish that he
did not follow his predecessor sheepishly during his term of office. He would come up with a
new theme that would become his own guiding theory. This practice left room for making
major shifts in the foci of the ‘reform’, at least every other two political terms. However,
the shift is not without limit. Sticking to Communist Party’s leadership has always been in the
Constitution. This means that despite dramatic changes, great efforts were devoted to main-
taining the ‘socialist’ skin. At the same time, it reassured the people that the social welfare
they enjoyed in the past would not be taken away from them immediately. This was a parti-
cularly important promise at the early stage of the reform. Therefore, years into the reform,
many people still had ‘a sure sense of their entitlement to social security and services and an
equally sure sense of the governments’ matching obligation to supply these’ (Croll, 1999).

This period has two stages: 1978-1989 (Huaguo Feng, replaced by Deng Xiaoping who was
followed by Hu Yaobang) and 1989-2003 (Jiang Zemin).

The defining feature of the period between 1978 and 1989 is the great effort to break the
institutional barriers that prevented the economy from being liberalised. Various economic reforms
were unleashed, such as the rural household responsibility system, the manager responsibility
system in urban enterprises, price reform, and labour contract reform. All these changes in the
economic system were intended to give the economy greater flexibility and push individuals to
become more independent.

Immediately after 1978, unemployment became a serious problem. Fast population growth
encouraged by Mao generated great difficulty in arranging jobs for young people in the 1960s
and 1970s. In the planning era, unemployment had long been taught as the fatal weakness of
capitalism. To avoid social tension, many young people were sent to the countryside to support
the development of the remote areas. When the Cultural Revolution ended, tens of millions of
people returned to their hometowns. Many of them could not find jobs and often turned to
alcoholism and violence (Li, 2008). Social stability was seriously threatened.

To solve the problem, a number of policies were introduced. First, economically the state
started to promote entrepreneurship. The initial success of some self-employed people moti-
vated many others, Some people with formal jobs quitted to enter the private sector. However,
they soon learnt to appreciate the value of the work unit welfare they used to enjoy — their
higher cash income might not be enough to cover the loss of benefits. The work unit welfare
became the bottleneck of economic liberalisation (Wu and Xie, 2003). Second, it was believed
that unemployment was ultimately an oversupply of labourers. Therefore, the ‘One Child Policy’
was introduced to reverse the population trend set by Mao. This policy also had profound
implications for welfare provisions in the coming vyears. Third, a social security system was set
up. The intention was to reduce the welfare burden of work units (employers), and the state
and individuals were expected to share the costs. A social pension system was also set up to help
establish social pooling of pension funds. Finally, enterprises were required to gradually withdraw
from providing social services. Some social services were taken care of at the community level.

In rural areas the collective social protection system also stopped, as rural collectives were
replaced by household responsibility. At the same time, to cope with rural poverty, organised
development programmes (Ngok, 2010},

However, the marketisation process was not smooth. Economically, there were several rounds of
inflation, which caused panic responses from the public. As a result, reforms in the housing,
pricing and the labour contract systems were put on hold for several times. They were only
resumed when the economy improved. In the same period, the determined shift towards eco-
nomic liberalisation also reassured that there would be no return to the Mao-style government, and
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the pursuit of political freedom surfaced. Several waves of political movements in the 1980s, espe-
cially the one in 1989, made the top politicians realise that the threat to challenge party
authority was real. For several years after the crackdown in Tiananmen Square in 1989, reformers
became hesitant. Until 1992, a speech given by Deng reignited the marketisation reform.

The ten years between 1992 and 2002 witnessed radical changes in the state’s role in providing
welfare. Deng’s speech defined the spirit of the reform in this period: the country would focus on
removing the institutional constraints for a prosperous market economy. In this period, political
reform was brushed aside. Politicians championing market liberalisation were put in top posi-
tions to make sure that the direction of economic reform would not be reversed and radical
political reforms would be avoided (Perry, 1993).

The central theme of the reform in this period was to improve the productivity of existing
state and collective enterprises and encourage business investment from other sources. However,
as more private and foreign enterprises were set up, the pressure to free competition caused
major concerns in the Chinese business and academic circles. Somie scholars argued that despite
the growing private sector, state and collective enterprises were still the largest employers in
China. After the long-lasting state planning and control, Chinese enterprises and businessmen
were not yet used to the challenge of market competition. Newly emerged industries would
need a transitional period so that they could grow before they could become fully fledged
competitors with foreign companies which had far more resources and better management skills
(Leung, 2003). Also, without setting up a social security system, Chinese enterprises bearing all
the welfare burdens would find it difficult to compete in the market. What is more, the
successtul example of the four Tigers in the Pacific (South Korea, Taiwan, Hong Kong, and
Singapore) also supported this line of argument. These countries/regions were known for
their states’ active promotion of export-oriented industries. Many industries such as car manu-
facturing in South Korea were heavily subsidised and supported by the state (Unger and Chan,
1995). A large country like China would need to have ‘brand names’ created locally.

To fulfil the dream of making domestic businesses competitive, in the early 1990s there were
some moves in the establishment of a social security system. The first was the guideline to establish a
multi-tiered social protection system in 1994 which included social insurance, social relief, social
welfare, special care, and mutual help and individual savings accumulation (Ngok, 2010). A housing
provident fund was set up in 1991 to help people to save money and pool funds to build up the
capacity to buy houses in the private market. At the same time, the cost of public rental was
increased in order to push people out of the rental sector (Li, 2005). On the whole, in early
1990s, there were louder voices for reform but progress continued to be cautious.

However, state protection did not generate expected economic outputs and many state
enterprises continued to run inefficiently. Hesitation of the reformers portrayed as a success of
‘incremental reform’ generated the public expectation that the Chinese reform would be less
painful than the reforms in East Europe. However, increasingly, 1t was realised that the heavily
subsidised sector consumed scarce resources that were crucial for new businesses. The overall
costs for the reform might not be lower than the ‘Big Shock’ (Fan, 1994). In the late 1990s,
signs of dissatisfaction reappeared. Falungong emerged as a direct challenge to the Communist
Party’s authority. Although it was soon suppressed as 2 cult, some of the social problems raised
by the movement such as unaffordable healthcare and its popularity reminded the reformers that
without taking decisive measures to improve social protection, the legitimacy of the Communist
government would be challenged.

Economically, the East Asian economic crises and the radical reforms that South Korea had
to go through in the late 1990s under the International Monetary Fund (IMF) woke up the
Chinese reformers. At the same time, China was pressured to open the economy further during
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