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The New Rich in China

Three decades of reform in the People’s Republic of China have resulted in
the emergence of new social groups. These have included new occupations
and professions that have been generated as the economy has opened up
and developed and, most spectacularly given the legacy of state socialism,
the identification of those who are regarded as wealthy. However, although
China’s new rich are certainly a consequence of globalisation, there remains
a need for caution in assuming either that China’s new rich are a middle
class, or that if they are they should immediately be equated with a universal
middle class.

Including sections on class, status and power; entrepreneurs, managers,
and professionals; and lifestyle The New Rich in China investigates the
political, socio-economic and cultural characteristics of the emergent new
rich in China, the similarities and differences to similar phenomenon elsewhere,
and the consequences of the new rich for China itself. In doing so, it links
the importance of China to the world economy and helps us understand
how the growth of China’s new rich may influence our understanding of
social change elsewhere. This is a subject that will become increasingly
important as China continues its development, and private entrepreneurship
continues to be encouraged. As such, The New Rich in China will be an
invaluable volume for students and scholars of Chinese studies, history and
politics, and social change.

David S. G. Goodman is Professor of Contemporary China Studies at the
University of Technology, Sydney. In the 1990s he created the project to
examine The New Rich in Asia, also published by Routledge.
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Preface

The wealth of China’s economy, and the individuals driving and benefiting
from its growth, have been matters of increasing importance and profile
around the world during the last twenty years. In the early 1990s this
development was seen very much in the context of apparently significant
economic development generally in East and Southeast Asia. At that time
the Australian Research Council established a Special Research Centre at
Murdoch University in Western Australia that was specifically designed to
examine the emergence of the New Rich in Asia and the consequences for
both the countries of the region and Australia. It produced a series of stu-
dies — also published by Routledge — that set a benchmark for both theore-
tical and empirical research into the topic, and essentially set the agenda for
further research internationally.

Fifteen years on China’s new rich have achieved an increasingly higher
profile in the popular consciousness as that country’s economic growth has
proceeded apace. There remains a need for further understanding and con-
ceptualisation of the new rich, the environment from which they have
emerged and the forces that have shaped their existence as well as the con-
sequences, for both China and the rest of the world. The latter includes not
only the practical political and economic consequences but also the impact
on the world of knowledge, in particular understandings of social change.

The project to examine the new rich in China in greater depth has been
an undertaking of the UTS China Research Centre. The production of this
volume resulted from a chance conversation with one of the eventual par-
ticipants, Xiaowei Zang (City University, Hong Kong) who provided the
initial encouragement. The project was then joined by a further ten partici-
pants at the UTS China Research Centre: the Director, Louise Edwards;
Stephanie Hemelryk Donald; Elaine Jeffreys; Yingjie Guo; Colin Hawes;
Jingqing Yang; Beatriz Carrillo Garcia; Minglu Chen; Zheng Yi; and Ivan
Cucco. Discussions among this lively and enthusiastic group led to further
invitations being extended to Carolyn Cartier (from the University of
Southern California), Wanning Sun (Curtin University), and Luigi Tomba
and Beibei Tang (ANU), all close associates of the UTS China Research
Centre.
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Introduction

The new rich in China: the dimensions of
social change

David S. G. Goodman and Xiaowei Zang

Three decades of reform since 1978 in the People’s Republic of China (PRC)
have resulted in the emergence of new social groups. These include new
occupations and professions generated as the economy has opened up and
developed, and most spectacularly given the legacy of state socialism, the
identification of those who are regarded as wealthy. According to a mid-
2007 report from Xinhua (the New China News Agency) 6.15 percent of the
population (80 million people) had an annual income between 60,000 yuan
and 500,000 yuan (Xinhua 18 June 2007) as against an average annual
income of 11,759 yuan for urban and 3,587 yuan for rural residents in 2006
(Xinhua 6 May 2007). Colloquially within the PRC these ‘new rich’ are
referred to most commonly as xingui (the new rich), xinfu (new wealth), or
dakuan (big spender); but also more variedly in terms that highlight their
political and social impact as well such as zhongchan jieji (middle class), xin
zibenjia (new capitalists), and xinrui (new blade) or that return to pre-1949 terms
such as xinquangui (the new influential) and fuhao (the rich and powerful).

China’s new rich are certainly a consequence of globalisation, as that
country has become not simply integrated with the world economy, but in
many ways the focus of every other country’s globalisation. They are
though less certainly to be regarded as the PRC manifestation of a universal
middle class. It may be convenient to interpret China’s new rich in this way.
Middle class implies markets, democracy, consumerism and ‘people like us.’
At the same time, as was pointed out in the early 1990s when ‘The New
Rich in Asia’ were first identified, it remains far from self-evident that
China’s new rich are a middle class quite like or in the same ways that
middle classes occur elsewhere (Goodman and Robison 1992; Robison and
Goodman 1996a).

The contributions to this volume are designed to examine the political,
socio-economic and cultural characteristics of the emergent new rich in
China, the similarities and differences to similar phenomena elsewhere, and
the consequences for China itself. In the process they highlight the complex
composition and conceptualisation of both the new rich and the middle
class. Some of those who have benefited materially from economic growth
and development have already become significant power-holders and it
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would appear that wealth is in the process of becoming an increasingly
important component of political power. On the other hand, not all the
middle class are the middle market, not all the new rich are fabulously
wealthy, and neither status nor power is so crudely determined. The
research presented in this volume underscores the need to appreciate that
individual behaviour is often driven as much by subjective factors such as
perceptions of status and status difference and ideas of class and class
identity, as by more objective socio-economic structures. Moreover, while
aspects of China’s socio-economic development are reminiscent of similar
processes elsewhere, the research that follows also emphasises that there are
local dimensions to ideology and organisation, economic structure, social
history and cultural construction that play a significant role in the analysis
and explanation of social change.

The New Rich

Inequality and real disposable income have both increased in the PRC in
ways that were unimaginable when the reform era started. In 1978, the PRC
was one of the most egalitarian societies in the world. A standard index of
inequality is the Gini Coefficient that ranges from 0 (perfect equality) to 1.
In 1978, the PRC Gini Coefficient was 0.22, one of the most equal ever
recorded (Adelmen and Sunding 1987). By 2007 it had become one of the
most unequal, with a Gini Coefficient of 0.496 (Xinhua 17 January 2007)
alongside Brazil, Zambia and Uganda. A sign of this inequality is that by
2006, despite a relatively low average annual income, 12 percent of global
sales of luxury handbags, shoes, jewellery, and perfume were to be found in
the PRC and the Chinese were being described as ‘the third-biggest high-
end buyers on earth’ (Ford 2007; Jones 2007; Roberts and Balfour 2006).

Several groups have been the major beneficiaries, as well as to a large
extent the drivers of this massive transformation. In academic reflections on
social stratification and class formation in the PRC’s post-1978 era (pub-
lished both inside and outside the PRC) they are variously defined as the
‘relatively well off and educated’, ‘middle income’, ‘wealthy’, ‘high achie-
vers’, ‘the economic elite’, ‘an affluent strata’, ‘the middle strata’, ‘middle
class people’, ‘middle-class citizens’, ‘middle-income earners’, ‘the middle
classes’, ‘the bourgeoisie and middle class’, and ‘an emerging strata of new
rich’, or simply some variant of the colloquial terms for ‘the new rich’ and
for the most part these different labels have been used interchangeably (Cai
2005b: 777; A. Chen 2002: 401, 404, 408-9, 416-7; Lee 2002: 220; Liu 2006:
506-7; Tomba 2004: 3-4, 7, 18; Tsai 2002: 1, 132; Xiao 2003: 62; Yang 2006:
155). One explanation for this variety is the broad consensus that the new
rich are a disparate group including not only economic (and to some extent
political) elites but also the petty bourgeoisie and professionals (A. Chen
2002: 4034, 408, 411; A. Chen 2003a: 54; A. Chen 2003b: 155; Liu 2006:
507; Tomba 2004: 4-5; 7-8).
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Scholars both inside and outside the PRC have focused attention on
entrepreneurs and professionals, though there are differences in the range of
groups they identify as the new rich. Scholars outside China identify the
new rich in terms of business people generally, but also sometimes including
small-scale entreprencurs; contract-based managers of state enterprises;
professors and senior scientists; stockbrokers; estate agents; senior employ-
ees in major banks and other financial institutions; managers and white
collar workers of foreign and large private companies; and lawyers,
accountants, singers, fashion models, designers, and athletes (A. Chen
2003a: 54; Goodman 1996: 225; Xiao 2003: 62). Scholars and media com-
mentators inside the PRC include scientific development entrepreneurs;
Chinese managerial staff working in foreign firms in China; middle and
high-level managerial staff in state-owned financial institutions; professional
technicians in various fields especially in intermediary firms; and some self-
employed private entrepreneurs in their identification of China’s new rich
(Five Groups 2002).

The idea of the new rich points to the importance of wealth and high-
lights the impact of economic growth on other aspects of social, political
and cultural change. There are various social groups who can generally and
collectively be regarded as the new rich. It is a broad idea — the beneficiaries
of economic growth — rather than a precise social group or distinct analy-
tical category. The new rich are not all by any means super rich. Just as
there are hierarchies of political power and status, so too there are grada-
tions of wealth. Understanding the interactions amongst these hierarchies
of wealth, power and status helps explain the dynamics of Chinese society
and the exercise of political power.

As the earlier mention of luxury goods sales highlights, patterns of con-
sumption matter to marketing executives outside China not least since the
new rich are a symbol of wealth creation on a massive scale. The PRC’s
GDP increased from US$147.3 billion in 1978 to US$2.7 trillion in 2007,
having in 2005 become the fourth largest economy in the world (Xu Binglan
2007). At the same time, growing inequality and the implications for the
PRC’s society and politics matter to cadres and scholars (inside and outside
China) seeking to understand the social forces economic growth has unlea-
shed. Scholars have written extensively on the underprivileged groups and
the needy such as laid-off state workers (Cai 2002; Cai 2005a; F. Chen 2000;
Lee 2002; Liu and Wu 2006; Solinger 2002; M Wang 2004) and rural inha-
bitants (Cartier and Rotheberg-Aalami 1999; C Fan 2004; Yan, Hugo and
Potter 2005; Yao, Zhang and Hanmer 2004; Zhang and Wan 2006). There
has also been research concerned with those who have benefited most from
economic growth, including for example studies of private entrepreneurs (A.
Chen 1999; Dickson 2003; Krug 2004; Tsai 2002; Wank 1999) and Chinese
employees in foreign firms (Pearson 1997; Santoro 2000).

Research into China’s new rich to date has been uneven and perhaps
necessarily inconclusive. There is little agreement on the factors explaining
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the generation of wealth, or the relationships between economic and poli-
tical power, let alone the consequences for the future. There has been only a
limited interest in the component elements of the new rich other than pri-
vate entrepreneurs and Chinese employees in foreign firms. The most
obvious lesser-considered social categories include both state managers and
professionals (A. Chen 2002; Goodman 1999; Tsai 2005). Despite their
importance for understanding social and economic dynamics there has been
almost no attention paid to the family life and consumption patterns of
different elements of the new rich.

Much of the research on the new rich has concentrated on the con-
sequences for regime change, and this is not an insignificant concern. There
would though seem to be a case for that focus to be placed in a wider per-
spective that considers conceptual problems of identification alongside
questions of agency and behaviour. Who precisely are the new rich who
have gained so much from the post-1978 market reforms? How have they
amassed their enormous assets? What has been the role of the Party-state in
wealth creation? What are the potential political consequences from the
emergence of China’s new rich? How have key stratification factors such as
gender and ethnicity influenced the probabilities of mobility into elite
status? Have the beneficiaries of market reforms been awarded social
recognition and status compatible to the levels of economic successes they
have attained? What are their cultural values, status aspirations, and con-
sumption patterns? Have they simply made a fetish of money, or developed
an obsession with Chinese folk religions, or acquired a taste for other belief
systems?

There is an inherent comparativist dimension to addressing these issues.
Reference to the concept of the middle class draws attention to an earlier
European experience. Another concept often used to explain the develop-
ment of the PRC since 1978 is that it is ‘transitional.” This refers to
processes of rapid social change and the dramatic reconfiguration of social
and economic interests that other countries have experienced, especially
those associated with the evolution of authoritarianism and the collapse of
communist party-states (Konrad and Szelenyi 1979; Polanyi 1957; Szelenyi
1978).

Building on this comparativist intellectual tradition, Victor Nee’s research
has not only set the agenda for those studying China as a transitional
system but also highlighted the structures encouraging the emergence of the
new rich (Nee 1989, 2005). In a redistributive economy, the production and
allocation of resources are determined by and thus biased toward those who
redistribute: in the PRC before 1978 this was the cadres and officials of the
Party-state. In the process of market transition, direct producers gain
property rights over their products through the market link between pro-
ducer and consumer. Nee accordingly develops three hypotheses. The first is
the market power thesis. This suggests that market power over resources
would increase at the expense of the state’s redistributive power since
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exchange in the market is based on contracts instead of government fiat. As
a result, the returns to direct producers should be higher than the returns to
redistributors such as CCP cadres and government officials. The second is
the market incentive thesis. This indicates that the market would produce
incentives to direct producers since they could exchange their labour power
and products for greater benefit than would accrue to cadres through
redistribution. Market incentives entail a direct link between rewards and
labour, and between labour and human capital. The expected result is then
diminishing rewards for the redistributive power of CCP cadres and gov-
ernment officials. The third is a market opportunity thesis. This highlights
the role of political mobility as the only avenue for upward mobility in the
socialist redistributive economy. In contrast, market transition creates
alternatives so that entrepreneurship becomes a key variable of status
attainment, and human capital becomes increasingly important in career
mobility.

Using data collected from China’s rural areas, Nee found declining
returns to political capital and increasing rewards for entrepreneurship and
human capital as measured by educational attainment. Later, Nee found
that cadre households were more likely than average households to enjoy
upward mobility in market reforms. He explains that this finding does not
suggest there is no transition to the market since (almost) everyone has
become better off with reform. Cadres’ incomes have risen together with the
deepening of market reforms. Many cadre families have taken advantage of
their political capital to become entrepreneur families (Nee 1991, 1996; Nee
and Yang 1999; Nee and Matthews 1996).

These findings are usually accepted by researchers concerned with China’s
rural development. Political office, human capital, and private entrepre-
neurship are identified as the keys to wealth creation. (Chin-Jou Chen 2004,
2006; Peng 2004; Walder 2002a, 2002b; Walder and Zhao 2006). When
attention turns to the urban environment, Nee’s analysis of transition seems
in need of a slight modification. Scholars have found that entrepreneurship
and human capital have been two key variables in wealth creation among
urban residents (Bian and Logan 1996; Bian 2002; Parish and Michelson
1996; Walder 1996; Zang 2002, 2003). Yet, in contrast to Nee’s line of
argument, others put greater importance on the redistributive power aspects
of post-1978 stratification in urban China. There is some scepticism about
the speed of the transformative power of the market since it seems that the
main beneficiaries of economic reforms have been individuals with political
capital, such as CCP cadres and government officials. This view is rather
persuasive since China’s reforms have been conducted within the framework
of the Party-state and its ‘work-unit’ (danwei) system, which had been the
main focus of production and redistribution in urban China. Individuals
with political capital were located in strategic positions in the redistributive
system and so could take advantage of the vast resources controlled by the
work-unit for private profits.
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These observations about path dependency highlight China’s distinctiveness
as a social system in transition. The Party-state has presided over, adapted
to, and provided the framework for reform even where it has not actually
led processes of change. One consequence is that China’s new rich are not
readily separable from the Party-state as a social, political or even economic
force. Another consequence is to question the rigidity of the equation
between economic growth and political change. The Party-state is changing
but there is so far no evidence of any factors promoting its disappearance.
On the contrary, as the chapters in this volume clearly highlight, there is
every evidence of a solid community of interest having been developed
between the new rich and the Party-state.

The middle class

One way to see the new rich is as a result of the PRC’s transition from state
socialism; another that features prominently in the literature on recent
social change in the PRC is to describe the new rich as the middle class or
classes. One clear difficulty with this equation is that the idea of class in
general, let alone the notion of the middle class, is much contested. As the
chapters in the first section of this volume discuss in greater detail, class
may be related varyingly to economic structures, income, patterns of con-
sumption, value concerns and lifestyles, and often bewilderingly in multiple
dimensions at the same time. The concept of the middle class covers a range
of historical phenomena and attracts a number of other definitions and
concerns along the way. One middle class was the early capitalists of the
early industrial revolution in Northwest Europe during the first half of the
nineteenth century, the bourgeoisie between the aristocracy and the towns-
people. Another has been the state and capitalist enterprise sponsored
managers and professionals of the managerial revolution during the first
half of the twentieth century, between the capitalists and the workers. More
recently, the term has been applied to the vast majority of consumers in late
capitalist industrialised societies, between the rich and the poor.

Research and media commentary in China have suggested that the middle
class ‘refers to a group of people with stable incomes who are capable of
purchasing private houses and cars, and who can afford the costs of edu-
cation and holidays’. Elsewhere it has been suggested that the PRC middle
class includes mainly ‘professionals who work in middle management posi-
tions’ (Jones 2007). Some scholars outside the PRC have described its
middle classes as a ‘social stratum lying above ordinary working people but
still not the richest’ (Cai 2005a: 778; A. Chen 2002: 404; Xiao 2003: 62).
Others have pointed out that in the social sciences ‘the middle class is
usually more broadly or ambiguously defined. It is not limited to small
entrepreneurs and business people, but also covers many other professions
that typically require good education, receive high pay, and have some par-
ticular consumption habits’ (Chen 2002: 408). Still others have argued that
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the middle classes ‘appear amorphous and lack the cohesiveness required by
the traditional definitions of class, they appear increasingly to shape their
status around a new set of collective interests, especially in their modes of
consumption and access to resources’ (Tomba 2004: 3).

Some scholars outside the PRC have complained that the concept of the
‘middle class’ is too broad to be a useful instrument (Tsai 2005: 1). Others
have queried the relevance of the concept of class at all in this context. It is
argued that the use of terms related to social class outside the PRC relate to
issues of inequality and hierarchy, understood in terms of occupation,
income and wealth. In the Chinese context, these conceptualisations are less
meaningful because of the role of the CCP and its officials (A. Chen 2002:
408). Revolution too has bequeathed a different legacy in the PRC:

In the West, the term refers more to a social status than a strictly cir-
cumscribed class and is therefore quite subjective. The majority of the
population in many industrial democracies prefer to assign themselves
to the middle-class category. By contrast, for historical and practical
reasons, most Chinese urban citizens tend to identify themselves as the

working class
(A. Chen 2002: 410)

Thus, some scholars simply ‘bypass the ontologically ambiguous category
of the middle class by focusing instead on the specific actors that constitute
the preponderance of China’s economic structural transformation’ such as
entrepreneurs or middle-income professionals (Tsai 2005: 1132).

Despite these uncertainties, there have been attempts to develop ‘objec-
tive’ measurements to study the PRC’s middle class. One approach is to
focus on cash income. For example, Chen An has pointed out that based on
his investigations of wage schemes and sources of income for several trades
and professions in some affluent provinces, an annual income between
100,000 and 700,000 yuan would qualify a household as a middle class
family in urban China (A. Chen 2002: 410). Similarly, in 2004, Tomba
identified middle class professional families in Beijing as those with a
‘household budget of 8,000-10,000 yuan a month, considering that in 2001
only about 11 percent of the city’s employed population had salaries above
2,000 yuan a month’ (Tomba 2004: 21). In 2006, Edward characterised
China as a ‘three-peaked’ society with a small upper-class whose consump-
tion level is estimated (in USS$) ‘as $5,500 per person per annum, a middle-
class averaging $2,000 per person per annum, and a still sizable poor class
living predominantly near the $2-a-day line’ (Edward 2006: 1679). Media
writers in the West supported this approach to measurement, arguing in
2006 that the urban middle class in the PRC are those with an annual
income of about US$5,000 per capita. This amount is modest by Western
standards, but in China ‘$5,000 buys a lifestyle that would cost four times
as much in America’ (Ford 2007).
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In 2002, some research in China calculated that ‘a characteristic young
family” would have needed on a monthly basis 1,500-5,000 yuan for food
and beverage; 600-1,500 yuan for medical insurance; 300-5,000 yuan for
education; 500-1,000 yuan for communication and transportation; 1,000—
5,000 yuan for clothes and beauty treatment; and 600-3,500 yuan for sports
and entertainment activities. As a result, this source suggested that the
characteristic young family needs to earn at least 10,000 yuan per month if
they wanted to lead a standard ‘middle class’ life. For a mid-level middle
class family, the couple needed to earn 20,000 yuan per month, while 40,000
yuan a month was necessary to provide an upper middle class lifestyle (Five
Groups 2002).

One problem in any attempt to identify the middle class in this way is the
difficulty in estimating the disposable income of Chinese citizens due to the
tendency to under-report earnings for taxation purposes. Wealth is usually
deeply hidden and its actual amount hardly known. Cash income is usually
only one component of any remuneration package. State firms and agencies
provide heavily subsidised home-purchasing schemes to their employees.
Tomba has argued that ‘the importance of income levels is overshadowed
by the distorted access to housing’ since at the present stage of China’s
development ‘higher salaries and a better bargaining power in the labour
market would not be enough to account for the dramatic rise in status and
consumption levels experienced by some employees and professionals’
(Tomba 2004: 15). The patterns of housing acquisition are also proving to
be decisive in changing the lifestyles and consumption abilities of the
professional middle-class’ (Cai 2005a: 780).

Some scholars have thus suggested that home ownership can be used as a
key criterion to define economic elite status in urban China today (Cai
2005a; Hu and Kaplan 2001; Li and Wu 2006; Tomba 2004; Wang Ya Ping
2000; Wu Fulong 2004). ‘Housing is perhaps the most important asset of
most families, including those of the middle class’ (Li and Niu 2003: 5). ‘On
the open market, in 2002 an average apartment of 80 square metres cost
around 33 times the average yearly disposable income of a Beijing house-
hold!”” In a situation ‘where the gap between housing prices and income
remains wide, people with a privileged access to the state’s distribution
policies have managed to carve out lifestyles well beyond their means and
that this phenomenon has contributed more to the emergence of presti-
gious residential communities than has the acquisition of wealth’ (Tomba
2004: 6). Hence, ‘housing has become a major discriminant between social
actors, and that it often determines social status more than income does’
(Tomba 2004: 11).

A definition of middle class in terms of home ownership has the beauty
of simplicity but a potential bias is the fact that the vast majority of urban
working families are homeowners. ‘By the early 2000s, about 70 percent of
urban households in China owned their homes’ (Cai 2005a: 779). It is
however unlikely that these homeowners are all middle class families.
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Indeed the government has offered real estate developers free or cheap land
and reduced fiscal charges on the condition that they must sell a portion of
the housing units at a discounted price to lower-income ‘households with a
yearly income below 60,000 yuan, who have no property of their own and
who have been occupying substandard rental housing’ (Tomba 2004: 18).
Operationalisation of the definition of the PRC middle class in terms of
home ownership is also difficult because of technical matters such as
variations in housing size, location, and prices.

One PRC commentator proposed (in 2004) that an urban household
could not be classified as a middle class family without assets valued
between 150,000 and 300,000 yuan (Xin 2004). Elsewhere the level was
estimated (in 2006) at an annual household income of between 80,000 and
1 million yuan and family assets of between 800,000 and 8 million yuan.
This source claimed that about 4 percent of the wealthy had an annual
household income of 400,000-1,000,000 yuan; 15 percent, 200,000—400,000
yuan; and the remaining 81 percent, 80,000-200,000 yuan (The People’s
Daily 13 January 2006). The French bank BNP Paribas Peregrine suggested
(in 2002) that a middle class household would report an ‘annual average
income of 75,000 yuan and assets of 310,000 yuan’ (Xin 2004).

In addition to issues of definition and measurement, the size of the
middle class has been a subject of considerable speculation. One writer has
argued that ‘without income taxation data as the basis of calculation, it is hard to
determine precisely the real size of the Chinese bourgeoisie ... For the same
reasons as for the bourgeoisie, a precise assessment of the proportion of
China’s middle class is almost impossible.” (A. Chen 2002: 409-10). Another
writer has stated that even with concrete benchmarks, it is still ‘difficult to
pinpoint how many Chinese are middle class’ (Chin-Jou Chen 2006: 55).

There are those writers and commentators though who are more
optimistic about their ability to assess the size of the PRC’s middle class. In
2003, The Chinese Academy of Social Sciences (CASS) released a report
that suggested China’s middle class represented 19 percent of the total
population in that year, having risen one percentage point every year since
1999. If this trend continues, the report states ‘middle class’ people in China
would account for 40 percent of the total population in 2020 (Middle Stra-
tum 2004). Similarly, the PRC State Statistical Bureau claimed that about
13 percent of urban households (24.5 million households, or 75 million
people) would become middle stratum families in 2005. The number would
amount to 25 percent in 2010 (57 million households and 170 million
people). The French bank BNP Paribas Peregrine asserted that the number
of ‘middle class’ households in China stood at 50 million in 2002. ‘The
figure is expected to rise to 100 million in 2010, with each household having
an annual average income of 150,000 yuan and assets of 620,000 yuan’ (Xin
2004). Elsewhere it has been predicted that 700 million Chinese would
join the middle class by 2020 compared with less than 100 million today
(Ford 2007).
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In contrast, some researchers outside the PRC are more conservative in
their estimates, claiming that China’s middle class, though growing, is still
very small by international standards. According to one ‘Even by the most
generous yardsticks, China remains far from being a society of the middle
class’ (D. Yang 2006: 155-6). Another researcher has argued that the new
rich ‘cannot exceed 12 million in China. Including all the family members,
middle-class people should number between 35-45 million. They constitute
9-11 percent of the urban population, but may not exceed 4 percent
nationwide’ (A. Chen 2002: 410).

In sum, the identification of the middle class in the PRC is clearly hotly
contested. Even so, it is equally obvious that at present the size of the
middle class is severely limited, however it may be defined. Even within the
ranks of those identified in various ways as being middle class there remain
huge differences between on the one hand, the super rich, and on the other,
those who are comfortably off.

Private entrepreneurs

Private entrepreneurs have been one of two core elements in China’s
emergent new rich. Not surprisingly their activities have attracted consider-
able research, which has identified the ‘social, economic, and political
influence disproportionate to size’ private entreprenceurs have wielded ‘par-
ticularly at local levels’ (Hong 2004: 23). They have played a central role in
the transition of the formerly centrally planned economies to market
economies, and as a result the emergence of private entrepreneurs has
been regarded as one of the most dramatic changes that the post-1978
economic reforms have engendered (Guo 2004; Kim 2005; McMillan and
Woodruff 2002).

It is broadly agreed that the first group of new rich to emerge from
market reforms was the small-scale individual business people (getifiu)
during the late 1970s and early 1980s. They were mainly urban unemployed
and small-scale business people who were uneducated, limited in economic
scale and activity and not permitted to employ more than seven workers.
Wealth accumulation during this period relied heavily on small trade spec-
ulation (Gold 1991; Hershkovitz 1985; Young 1995). They were followed
into the ranks of the new rich by entrepreneurs based in rural township and
village enterprises (TVEs) from the early 1980s to the early 1990s who
rapidly developed China’s manufacturing base. Starting during the 1990s, a
third group of successful entrepreneurs emerged from the construction and
resources industries, and they were rapidly followed by others engaged in
more speculative activities such as real estate and finance, especially stock
market related (Tomba 2004: 5; Hong 2004: 26-7).

The popular explanation for the success of China’s entrepreneurs has
always been their personal attributes and mindsets, based on hard work,
resilience, and self-help. Some scholars have argued that the hardships of
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the pre-1978 era produced a generation of entrepreneurs who are inured to
hard work, willing to endure hardship, and eager to pursue opportunity.
They learned from the hard knocks and hard work in their early careers.
With diligence and attention to regulations, business trends, and competi-
tors on an ongoing basis, they have been able to seize business opportu-
nities, provide for new customer needs, and make new resources available.
The successful PRC entrepreneurs appear passionate, committed, observant,
driven, talented, and relentless. They have been invariably described as ‘self-
made men and women’ (A. Chen 2002: 413; Djankov et al. 2006a: 348;
Hong 2004: 26; Santoro 2000: 265; Sull and Wang 2005; Szelenyi and Kos-
tello 1996: 1082; Tomba 2004: 5; K Yang 2004: 371).

Cross-national research has shown that compared to non-entrepreneurs,
both Russian and Chinese entrepreneurs have more entrepreneurs in their
families and among childhood friends; value work more relative to leisure;
and have higher wealth ambitions. Russian entrepreneurs have had a better
educational background and their parents are more likely to be the mem-
bers of the Communist Party than their Chinese counterparts. In compar-
ison, Chinese entrepreneurs are more risk-taking and greedy, and have more
entrepreneurs among their childhood friends than the Russians (Djankov et
al. 2006b: 352).

The economic successes of PRC entrepreneurs has been explained
through reference to their social capital, broadly defined in terms of their
people skills and extensive networks with major players in the market
economy. An example of the consequences of this line of argumentation is
entrepreneurs’ access to loans and investments. Research has found that
‘strong ties between entrepreneurs and venture capitalists have significant
direct effects on investment process decisions such as contractual covenants,
investment delivery, and venture valuation’ (Batjargal and Liu 2004: 159).

The role of the state in the growth of private entrepreneurship has also
been emphasised. It is argued that:

the rise of the urban private economy as part of the reform package has
been mostly a product of the Party-state policy and placed under tight
government control ... the nascent entrepreneurial class in a situation
in which political protection and favor proved, if not crucial, important
for its economic successes ... Throughout the reform process, therefore,
China’s private businesses must rely heavily upon arbitrary political
power to survive and prosper.

(A. Chen 2002: 405-6)

The Chinese Party-state’s influence on the fortunes of private entrepreneurs
is a matter of some debate. Some scholars have argued that market reforms
in urban areas can be seen as decentralised marketisation in which sub-
stantial regulatory power is delegated from the central government to local
governments. One consequence has been that laws are often non-existent or



Downloaded by [Australian National University] at 17:01 27 October 2014

12 David S. G. Goodman and Xiaowei Zang

not enforceable. Thus, entrepreneurs face constant risks of expropriation
and discrimination since they cannot rely on the legal system to protect
their private property. Another consequence is that local government has
been empowered to decide a wide-range of issues such as the freedom from
formal regulatory frameworks, informal levies, intellectual property rights
protection, and the use of local resources. Local officials have not been
reluctant to exploit their empowerment to regulate entrepreneurial beha-
viour, both to increase local fiscal revenue or for personal gain (Bai et al.
2006; Bardhan 1997; Gibb and Li 2003).

Some researchers have highlighted the prevalence of cronyism and
bureaucratic rent seeking in the reform era, where private entrepreneurs
have had to maintain intricate networks of mutual obligations with local
power holders for survival and growth. The private economy has been
under-girded by social networks that have converted power into wealth.
‘Entrepreneurs set up a special coffer to feed the officials, who use part of
the “donated” money to bribe their superiors for job security or promo-
tion.” In turn, they let the entrepreneurs enjoy business favours, tax-breaks,
regulatory rulings, and other supports from local officials. Local officials
have strong ‘incentives to boost the private economy, whose profits they
share as part of hidden personal income.” Accordingly:

A large portion, if not a majority, of the bourgeois have prospered from the
commercial privileges deriving from political lineage. They are essen-
tially a parasitic appendage of corrupt and unrestricted political power
and have a taken-for-granted personal stake in preventing regime
change

(Root 1996: 741)

Other research has emphasised that local government officials have influenced
the growth of private entrepreneurship not only as referee but also as active
players in market activities. Media commentators have written that more
than 90 percent of the new rich are ‘children of senior Communist Party
officials. In Guangdong province, 12 of the major property-development
companies are owned by the offspring of senior officials. In booming
Shanghai, nine of the 10 largest property companies are reportedly owned
by senior officials’ children’ (Jones 2007: 17). These companies have see-
mingly thrived upon their political resources through insider information,
tax exemptions, and business concessions.

Research has generally highlighted the ways in which officials, if not the
Party-state per se, is involved in enterprise development. There are claims
that a large number of local officials in positions of authority have their
own private companies registered under the names of family members.
There are also claims that officials tend to reciprocate favours by granting
privileges and benefits to one another’s enterprises under their jurisdiction.
It is also observed that entrepreneurs with higher social status enjoy better
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protection of their private property (A.Chen 2002: 419; Tomba 2004: 4; Tsai
2005: 1136; Bai et al. 2006; Dickson 2003; Wank 1999). At least one scholar
has asserted that officials as ‘parasitic’ entrepreneurs might outnumber the
genuinely self-made entrepreneurs (A.Chen 2002: 411).

There are three key characteristics about the development of private
entreprencurship to be derived from even such a brief overview. The first is
that many private entrepreneurs are involved in small-scale businesses that
do little more than clear their costs. The second is that there is a develop-
mental aspect to the evolution of private enterprises during the reform era.
In the early years, individual businesses were smaller and less complex than
the private enterprises emerging during the late 1990s and into the twenty-
first century. The third is that the relationships between enterprises and
politics, and between entrepreneurs and the Party-state are both close and
ambiguous. The extent of this proximity and the nature of this relationship
is a major topic explored in many of the contributions to this volume.

Professionals and managers

In addition to private entrepreneurship, human capital has become a key
determinant of entry to the new rich since the beginning of the 1990s. This
largely explains the growth of large numbers of professionals and managers
in the PRC. Professionals and skilled employees had been seen as ‘perennial
under-achievers well into the reform era.” With the passage of time ‘the
picture of the high achievers has become more complex and has begun to
include a larger group of urban professionals and skilled employees in both
the public and private sector’ (Tomba 2004: 10-11).

Human capital became a key determinant of individual economic suc-
cesses after 1990 for a variety of reasons. One explanation may be found in
market mechanisms: Nee’s market transition theory argues for increasing
returns to human capital such as education and skills as the market econ-
omy becomes more established in China. Indeed, it has been noted that
shortages

in specific areas of expertise contributed to the competitiveness of pro-
fessionals’ salaries. Analysis of salaries in different professions shows
that skills often provide higher remuneration than administrative
responsibility. High-in-demand occupations such as telecommunication
technicians (42,305 yuan/year), software engineers (33,201 yuan/year)
and even bank clerks (24,100 yuan/year) today earn higher salaries than
the average state factory director (24,070 yuan/year)

(Tomba 2004: 21)

In addition, some professionals were able to take second jobs since their
expertise and special skills were in great demand — a part explanation of
why their disposable income might be higher than their nominal salaries.
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Global capitalism has been recognised as another key element in
increasing the returns for human capital. One PRC commentary claimed
that

Since China’s entry to the World Trade Organisation, the compensation
for a range of talented people has generally risen by a considerable
margin, especially for people working in high-tech industries. Experts
estimate that people with high-level skills in international finance and
trade, the IT industry, medical and biological industries and foreign
languages will be in great demand. As a result, the price of talent will
certainly soar. Moreover, the differences in levels of compensation will
continue to grow for people with similar levels of education but who
work in different professions or have different capabilities

(Five Groups 2002)

Scholars outside the PRC have noted that interaction between foreign
and Chinese firms increases the use of meritocratic hiring and promotion
practices and enhances respect for the rule of law (Guthrie 1999; Rosen
1999). As a result international trade and investment ‘helps create a middle
class with power and interests independent of the state’ since multinational
corporations such as Motorola and General Motors have invested huge
sums of capital in China ‘in the hopes of capturing consumer and business
markets’. In order to attract and retain talented workers, these foreign firms
have paid wages far above the norm and offered a high-quality working
environment, thereby creating a middle class meritocracy in the PRC. Their
workforces include the young, the skilled, and educated workers. ‘In China
today, an MBA is replacing membership in the Communist Party as a
qualification of success for young, talented, and ambitious men and
women.” These middle class employees acquire ‘wealth, status, and power
through individual merit and hard work rather than through Communist
Party connections’ (Santoro 2000).

Some scholars have argued that the state has also played a role in the
rising trend toward meritocracy in China since it has developed a desire to
foster a more efficient and dynamic bureaucracy. Merit-based hiring proce-
dures have been extended from elite recruitment at the national level
throughout the system down to local levels, especially with regard to posi-
tions that require formal credentials and expertise (Lee 1991; Walder 1995;
Zang 2001; Zang 2004). Employment is education-driven and employees in
public administrative units ‘are recruited today on the basis of examinations
and educational credentials’ (Tomba 2004: 10-11). Moreover, the govern-
ment has repeatedly raised the salaries, improved work conditions, and
professionalised the appointment process for officials (Tomba 2004: 25).

This emphasis on a state-driven meritocracy is however not universally
accepted. Others maintain that it is unsubstantiated and they have even
downplayed the role of market mechanisms in the growth of middle class
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professionals in China. Instead, they have argued that the emergence of
middle class professionals

has been as much the outcome of the social engineering project of the
contemporary reformist state and its agencies as it has been a con-
sequence of the opening up of the economy and society ... the emer-
gence of a professional middle class was also the consequence of
intensive, ideologically justified and coordinated policymaking, which
manifested itself in a steep rise in public sector salaries and a protection
of the welfare privileges of the skilled, publicly employed urban population

(Cao 2004)

There can be no doubt that state intervention has led to a heavily subsidised
home purchase scheme for employees in the public sector. Housing has
become very expensive in urban China. Buying a home has become a major
concern for anyone wishing to climb the ladder of social status in China
today. The link between public employment, the state and the status
achievement is also often explicitly central to the experience of homeowners
in China. Those with a relatively high status position in the public sector
have been privileged (either directly or indirectly) in the access to real estate
assets and have formed the mainstream of the propertied class in China due
to assistance from state-owned real-estate developers and state commercial
banks. It has been found that ‘high-income households in Beijing have a higher
than average number of their members employed in the state sector, as well
as a higher level of education and professional training’ (Tomba 2004: 16-7).

Future rulers, present lives

This Introduction has considered past research on China’s new rich. In the
process, it has attempted to outline the social and historical background
against which their emergence should be considered, as well as some of the
key concepts which surround discussion of the phenomenon. In the pages
that follow the various authors build on that foundation to examine in
separate sections how the new rich interact with structures of class, status,
and power; the development of specific component parts of the new rich;
and selected aspects of new rich life-style and behaviour.

The first section on Class, Status and Power considers the political, ideo-
logical, social and cultural impact of the new rich. All four of the chapters
in this section are centrally concerned with the issues of class identity and
formation, though approaching the topic from different perspectives. In the
process, each engages with the wider literature in the social sciences and
cultural studies, in particular interrogating the dynamics of class.

David Goodman examines the extent to which the PRC’s new rich are the
new middle class, as is often claimed, concluding that social change has
been much more complex. He interrogates the role and characteristics of the
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middle class through the evidence of a series of surveys of new rich entre-
preneurs in different parts of the PRC (Zhejiang, Shanxi, Qinghai, Sichuan,
and Hainan Provinces) since the early 1990s. He points out that somewhat
paradoxically the PRC produced a managerial state-sponsored middle class
from the 1950s on, with an enterprise-developing middle class only emer-
ging after the mid-1980s. Moreover, in terms of hierarchies of wealth, status
and power he argues that the new rich represent not just a significant com-
ponent of the current ruling class, but perhaps more significantly highlight
the dimensions for the long-term future.

Yingjie Guo investigates the paradoxes inherent in the ideological formations
of a communist party encouraging capitalist development. Through a tex-
tual analysis of the pronouncements on class and social change emanating
from both the Party-state and academics and political commentators in the
PRC he both acknowledges the difficulties in squaring the Marxist circle,
and yet at the same time provides a deeper insight into the political pro-
cesses involved. Capitalism can be encouraged if it is led by a ‘middle class’
because the term not only implies the greatest good of the greatest number
and entails description of an olive-shaped social structure, it also speaks to
an essential egalitarianism inherent within the Chinese Communist movement.

Xiaowei Zang points out that while questions of stratification and mobi-
lity in the PRC have been some of the most researched in recent years, there
has been relatively little enquiry into the status acquisition of the new rich.
His chapter details the ways in which in contrast to other societies wealth
acquisition in the PRC has not been accompanied by increased social status.
Indeed, on the contrary there has been the development of considerable
‘wealth hatred’. Zang examines this phenomenon and concludes (somewhat
reinforcing Guo’s point in the previous chapter) that there is a social reluc-
tance to accept the legitimacy of extremes of individual wealth. While this
‘wealth hatred’ may be the immediate and short-term product of the tran-
sition to a market economy, it remains the case that in that short-term
many others in society feel short-changed by the activities of private entre-
preneurs whatever the wider benefits.

Stephanie Hemelryk Donald and Zheng Yi move from a consideration of
‘taste structure’ (as manifested in educational choices) to a discussion of
how class is constructed in a post-socialist society. They focus on the con-
struction of the idea of ‘the middle market’ (again reinforcing the central
point of Guo’s earlier chapter) to explain how taste is both formulated and
legitimated. The analysis identifies an alternative (non-CCP) materialism
that replaces political activism with middle class contentment. The PRC’s
new rich may be a middle class (and that remains contested) yet even so
they are not a middle class as elsewhere with commitment to values such as
liberal democracy and even apathy.

The second section of the volume turns to focus on Entrepreneurs, Man-
agers and Professionals. The chapters in this section deal in some detail with
specific elements of the new rich, but there are common experiences and
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concerns. Regardless of occupation and the relationship to entreprencurial
activities, human capital development is central to any analysis of the new
rich. Similarly the influence of and interaction with the Party-state cannot
be ignored in seeking to understand the development of enterprises, and the
behaviour of owners, managers and professionals. A concern with status is
possibly a more interesting common theme that faces the entrepreneurs,
managers and professionals. Entrepreneurs are worried about how to gain a
status they think they lack; managers and professionals to retain status they
see slipping away; and women to work their ways carefully through male
status concerns (especially their husbands).

Colin Hawes examines how the CEOs and other senior executives of
China’s large corporations, both state-controlled and privately-managed,
are not content to be seen merely as materially rich: they also wish to
become culturally rich too, and to raise the cultural level of their employees
and even of their customers. Hawes provides various reasons for this fixa-
tion of corporate executives on culture, which range from business factors
and traditional Chinese concepts of the ‘scholar merchant’ (rushang) to
government pressure on CEOs to improve their firms’ corporate culture and
to find a new role for Party organisations within their corporations.

Beatriz Carrillo also deals with entrepreneurs searching for social status
and recognition. She examines the development of small and medium scale
entrepreneurs in a North China county (Hongtong County, Shanxi Pro-
vince) where coal mining and associated industries dominate. Carrillo’s
analysis builds on Zang’s earlier examination of entrepreneurs’ failure to
attract the high status that wealth generation and indeed enterprise bring in
other societies. In the case of Hongtong the ‘dirty’ nature of money making
is exacerbated by the physical dirtiness of the coal industry. One way for-
ward attempted by successful entrepreneurs is to use their surplus to
develop new initiatives in industries in ‘clean’ or socially useful activities,
such as schools and hospitals.

Minglu Chen raises questions of gender and examines a special cohort
within China’s New Rich — women entrepreneurs. She reports on interviews
with women in Shanxi, Hainan and Sichuan Provinces. The chapter explains
the dynamic connections between these women’s accumulation of personal
wealth, their role in local politics, and their continued commitment to cer-
tain ‘traditional values’. It illustrates that while signifying a new degree of
participation in the public domain, the increased personal wealth of these
women, and their participation in local politics, has not freed them from the
traditional gendered expectation that women should keep to the private
domain. At the same time though her research also shows that wealth has
loosened the interviewees’ subservience to both household tasks and their
husband (and his family). Family though remains crucial to understanding
the dynamics of women’s role in enterprise development. One important
suggestion from this research is the role of family-based networks of power
at the local level.
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Ivan Cucco and Jingqing Yang both examine the careers of professionals
in the rapidly changing socio-economic environment. Ivan Cucco considers
the professionalisation of managers and technical specialists, particularly in
the high-tech, post-manufacturing enterprises of Nanjing. Despite super-
ficial similarities with Burnham’s managerial elite, this research argues that
China’s current professional classes have modes of organisation and places
in the economic hierarchy that deliver markedly less autonomy. On the
contrary, particularly in the absence of welfare capitalism and with current
emphases on managerialism, Cucco identifies the professional classes as the
mechanism for bridging the public-private divide.

While Cucco places the new professionals, especially human resource
managers, in the ranks of the new rich, Jingqing Yang in his study of uni-
versity professors, doctors and lawyers is more circumspect. Yang explores
the institutional and policy changes that have affected the economic devel-
opment of professionals in the reform era, seeing this development in its
historical context, considering first the economic conditions of intellectuals
and professionals in the pre-reform era, and then the general decline of the
economic status of professionals in the reform era and the opportunities
that economic reform has presented. He analyses the development of each
of the three professions in turn, identifying the paths that lead most usually
to individual wealth, emphasising that individual wealth for professors and
doctors is highly contingent. It is only in the legal profession that individual
wealth is likely to remain legitimate and obtainable, and even then only for
a small minority or practitioners under specific circumstances.

The third and final section deals with aspects of the Lifestyle of the new rich.
This section is necessarily less than comprehensive in its description of new
rich activities, and the issues they face as they make their life choices.
Relatively absent is leisure, a rapidly growing area of activity, and the
international outreach of the new rich. For example, in Kalmar in Sweden, the
two have recently begun to be combined as infrastructure is being developed
to attract and entertain China’s new rich. As Donald and Zheng outlined in
an earlier chapter, the search for status, and the sense of a performative
middle class taste permeate these various accounts of new rich activities.
Most importantly there is a strong self-consciousness of middle class making.

Luigi Tomba and Beibei Tang examine the impact of housing reform in
one specific area of Shenyang, in Northeast China, a former rust-belt, heavy
industrial area. It focuses on the transformative power of the new rich, who
produce value through consumption: in this case by turning a rapidly
becoming run-down district of the city and turning it into a new rich ghetto.
It firmly identifies the community of interest that brings the local levels of
the Party-state together with the new rich, with the former effectively pre-
ferring the new, white-collar, professional and entrepreneurial urban elites
to the area’s more traditional working class.

Jewellery is associated with wealth and in her chapter Carolyn Cartier
examines the demand for fine jewellery and diamonds generated by China’s
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new rich. This is most definitely not about ordinary jewellery though, or the
all-class love affair with old gold. The point of Cartier’s chapter is to
emphasise the design and fashion consciousness elements of these high-level
jewellery artefacts, and in the process both place and the internationalised
nature of the business are important. For a PRC member of the new rich,
Shanghai is the place to buy to impress, yet from Shanghai it is often still
Hong Kong; even though that is changing rapidly. Moreover, there is a
cosmopolitan edge to these cultural negotiations, and yet one in which it is
the cosmopolitan Chinese who has pride of place.

Louise Edwards challenges recent notions that despite economic growth
there has been little change in the workings of the Chinese state. Stability in
the overarching political structure does not mean stasis in the relationship
between the people and the Party-state. In particular, as she argues that,
through a case study of recent activism on women’s issues, a new space has
emerged for issue-based politics, as the result of the new rich’s perception of
their political engagement with the Party-state. Issue-based politics, such as
campaigns against sexual violence, female infanticide or domestic violence,
serve to consolidate broad regime stability by presenting each problem as
discrete and solvable within the current political structures. Far from being
challenged by these movements, the CCP may not simply treat their acti-
vism as an exercise in repressive tolerance, but rather be prepared to see that
the activists’ goals may fit well into the Party’s agenda to encourage greater
‘social harmony’.

While domestic servants have come to be very much one marker of
middle class status in contemporary China, the maid is often absent from
the consciousness of the new rich in whose household they often live, as well
as work. In her chapter that describes life in the new rich home, centring on
the role of domestic service, Wanning Sun explains both the indispensability
and invisibility of the maid. ‘Dirt’ is the key to understanding: the maid is
there to clear up the dirt and take on the less clean tasks; at the same time,
the maid is an interloper, a source of disease and dirt that may come into
the home as the not-quite-family member enters the house or apartment.
As Sun reminds the reader through her comparative perspectives on social
change in other countries at earlier times, one becomes middle class by
behaving middle class, and one way to do that is to employ domestic
servants.

The final chapter deals with the relationships between money, sexual
morality and gender. Following on from Xiaowei Zang’s earlier chapter, and
with a more specific focus, Elaine Jeffreys highlights how the new rich have
become seen as both the most advanced productive forces in the PRC but
also its most serious moral corrupters. She argues that the new rich cannot
be regarded as replacement for the CCP in the vanguard of progressive
social change under these conditions.

The new rich have already had a substantial impact not only on China’s
economic development, but also on its social and political environment, as
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the chapters in this volume demonstrate. The speed of change remains
rapid, making change difficult to identify, understand and manage. This
volume represents a first detailed look at China’s new rich. There remain
though many elements of the new rich, their activities and behaviour to be
considered in further detail. These include the new rich in the rapidly
emerging financial sector; not only in banking and insurance, but also those
associated with stock markets in Shanghai and Shenzhen. As already noted,
new forms of consumption, particularly in the luxury goods markets and
leisure industries are increasingly the focus of the new rich’s disposable
income. It is also clear that the new rich are moving beyond their domestic
boundaries to engage internationally for business, life and leisure in new
and different ways.



Part 1

Class, status and power
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1 Why China has no new middle class

Cadres, managers and entrepreneurs!

David S. G. Goodman

The prime beneficiaries and the agents of the rapid economic growth in the
People’s Republic of China (PRC) since the early 1980s have been a whole
range of new entrepreneurs who in large and small ways; in retail, manu-
facturing and services; have invented, invested, owned, and managed their
way to varying degrees of wealth. Since the late 1980s and early 1990s, these
entrepreneurs have been increasingly described as China’s new ‘middle class’
or ‘middle classes’ by academic and more general media commentators
outside the PRC (Glassman 1991; White, Howell and Shang 1996; Good-
man 1999a; Lardy 2007). In the process a parallel is clearly being implied
between the PRC’s socio-economic development since the late 1970s and the
consequences of industrialisation in Europe over a longer period starting at
the beginning of the nineteenth century.

While the rhetoric of convergence between once apparently widely diver-
gent social and economic systems is comforting, and is an oft-repeated sub-
theme inside and outside the PRC, this assumption of equivalence is also
easily rushed. The middle class is not a simple concept but is made up of
different elements and is itself often regarded as stratified: one clear reason
that reference is also often made to the middle classes in the plural. Inter-
estingly the middle classes are now generally seen in industrialised societies
as the large, middle sectors of contemporary hierarchies of economic
wealth, social status and political power, identified as much by their con-
sumption and adherence to style as in socio-economic terms (Robison and
Goodman 1996a).

Current conceptualisations of the middle classes are related to but some-
what different from the emergence of the concept of middle class, and its
origins, in the European context. Though the concept is necessarily com-
plex, it can be broadly reduced to two general and historically determined
definitions: the bourgeoisie, and (separately) the managers of the modern
state. Starting with the early nineteenth century, the bourgeoisie were a new
middle class created by the process of industrialisation. They were the cap-
tains of industry whose ownership of the means of production — extraction,
processing and manufacturing activities — drove industrialisation, and they
became a middle class because they were neither the landed aristocracy on



Downloaded by [Australian National University] at 17:01 27 October 2014

24  David S. G. Goodman

the one hand, nor ordinary townspeople on the other. As industrialisation
deepened towards the end of the nineteenth and beginning of the twentieth
centuries both economic enterprises and the modern state itself became
more complex, producing managerial and professional classes. These too
were a new middle class because while they neither owned capital nor con-
trolled the state, they served either or both and derived their income and
status from service and management rather than ownership of the means of
production (Burnham 1972).

In both cases the significance of these new middle classes is as much if
not more political as it is social and economic. The demand for a widening
of the franchise and the emergence of liberal democracy during the first half
of the nineteenth century in Northwest Europe are often seen as necessary
results of the emergence of the bourgeoisie. The managerial revolution of
the first half of the twentieth century is part and parcel of the development
of mass society, mass politics and the welfare state (Kornhauser 1959; Gal-
braith 1967).

While the PRC has clearly secen the emergence of new categories of
entrepreneurs, the key question is the extent to which these new rich can be
identified as the equivalent of the middle classes in other, earlier socio-economic
contexts (Pearson 1997; Wank 1999; Guthrie 1999; Dickson 2003a). There
is certainly a growing discourse of middle classness in domestic self
description of social change in the PRC (Qin 1999; Li 2004; Zheng 2004a;
Zheng 2004b; Lu 2002; Xinhua 18 June 2007) as well as (as already noted)
from the outside. To some extent and from some perspectives regardless of
socio-economic construction the assumption of middle class behaviour,
especially in patterns of consumption, is not just reasonable it is also to be
expected as a function of globalised commercialisation. Gucci, Loewe and
Louis Vuitton are brands targeted at the wealthy consumer in Shanghai and
Beijing as much as in Milan, London and New York.

At the same time, there is room for caution lest too much is read into the
PRC’s processes of social change. Identification of middle class behaviour in
the contemporary PRC does not necessary entail an equation with earlier
middle classes in other societies, and it is clearly just as necessary to isolate
differences as well as similarities. In particular, there are three aspects of the
emergence of the PRC’s new rich categories of entrepreneurs — which sepa-
rately highlight their relationship to social status, economic wealth and
political power — that suggest they are less the new middle class than a
future central part of the ruling class. In a sense, the PRC had a managerial
revolution before a bourgeois revolution (though of course history does not
start in 1949) with the creation of managerial and professional classes as
part of the development of the modernising state during the 1950s. Cer-
tainly the entrepreneurs of the post-1978 era include not just the comfor-
tably well off but also more dramatically the rich and the super-rich. At the
same time, they have been and remain unlike the European bourgeoisie of
the first half of the nineteenth century in the extent to which they have
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emerged from and have close relationships with the established political
system.

The PRC and the middle class

It is considerably easier to regard the new rich of the post-1978 PRC as
equivalent to a European or North American middle class if modernisation
is dated only from the post-Mao era. However, the sustained economic
development experienced since the early 1980s is not China’s first taste of
modernisation. Though modernisation is clearly a contested concept, in
broad terms it is possible to identify three eras of industrialisation and
modernisation in China’s twentieth century experience.

The Republican Era saw sustained attempts at modernisation in various
parts of China under both warlord rule and colonial influence (Spence
1990; Sheridan 1975; Gillin 1967; Kapp 1973; Henriot 1993). This included
the development of the iron and steel industry, large-scale coal mining, a
machinery industry, a textile industry, financial institutions, shipping and
railways, as well as an exceptionally large cigarette industry. Largely because
much of this economic activity was externally sourced, owned or supported,
by the early 1920s some of China’s various economies were considerably
better integrated into the world economy than was to be the later case from
1937 through to 1978 (Richardson 2005). Even mountainous counties some
distance from the coast, such as Liaoxian in North China’s hinterland (on
the borders of Shanxi and Hebei Provinces) were supplying products to
external markets by the 1930s (Xu and Chen 1992: 556).

Of probably greater importance to understanding the most recent poli-
tical economy of change, the establishment of the PRC once the new regime
was secured ushered in a renewed and sustained industrialisation and
modernisation, after the dislocation of the 1930s and 1940s. The years from
1952 to 1978 were not without their economic problems, notably during the
early 1960s when the economy threatened to implode in the wake of the
Great Leap Forward, or during the height of the Cultural Revolution when
production was impeded. Nonetheless, the PRC economy achieved an
overall 6 percent per annum growth rate throughout the Mao-dominated
era (Ma 1990: 6).

At the heart of this growth was the development of a modern state,
including the construction of communications networks, and the provision
of education, health and welfare infrastructure, if more focussed on the
urban than the rural areas. Certainly the bourgeoisic and generally the
large-scale owners of property were dispossessed during a series of cam-
paigns designed to ensure the socialisation of the means of production
during 1952-5 (Gardner 1969). At the same time the 1950s saw the growth
of managerial and professional occupations in the service of the new state,
its administration and economic management, who in many ways can be
regarded as the backbone middle classes of the PRC: clearly not a term that
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would have been employed in the PRC itself during an era dominated by
the ideological formulations of Marxism-Leninism-Mao Zedong Thought.
They were and to a large extent still remain, both socially and individually,
those who were the instruments of the state and capital as opposed to
strategic decision-makers or front-line producers.

The establishment and development of the new state required a sizeable
force of officials. While considerable attention always focuses on the cadres
and leading cadres who peopled the Party-state, the new bureaucracy also
engendered a large army of lower order officials and administrators, referred
to in Chinese as ‘petty cadres’ (xiao ganbu) (Barnett 1967). To a large extent
these petty cadres were the essence of the bureaucratic state established by
the Chinese Communist Party (CCP). The more senior cadre positions were
most usually filled by those who had joined the CCP and the revolution
before the end of the War of Resistance in 1945. As the Communist move-
ment grew during the Civil War these individuals attained positions of lea-
dership which then transferred to the new state in and after 1949 as the
CCP expanded from North and Northeast China to occupy the whole of
the country and they effectively became the new ruling class (Teiwes 1967;
Goodman 1980; Bo 2002). Under their leadership, the Party-state had
responsibility not only for state administration and regulation of social life,
it also provided social and welfare services, and ran the economy. Economic
production was completely state directed even though only part of the
economy was managed immediately through government departments. The
officials, administrators and managers who staffed this extensive
bureaucracy were initially hired locally during the early 1950s and while that
practice continued, it was supplemented by the allocation of university
students on graduation to positions anywhere in the PRC (Whyte and
Parish 1984).

Alongside and sometimes overlapping with the bureaucracy of state soci-
alism the new state also ensured the further development of the professions,
which expanded way beyond their beginnings in the Republican Era. Tea-
chers, doctors and engineers were the most numerous as the modernising
state expanded its activities and reach. At the same time, the 1950s also saw
the emergence of career paths for other professions including lawyers and
economists, albeit heavily politicised. These intellectual middle classes were
precisely those who were criticised during the Cultural Revolution in the
late 1960s for having become the ‘stinking ninth category of counter revo-
lutionaries’. Many lost their positions and possessions, at least temporarily
until the 1970s, were sent to the countryside or the front-line-of-production
for ‘re-education’ and some were physically abused (Esherick, Pickowicz and
Walder 2006; MacFarquhar and Schoenhals 2006).

The PRC’s drive for further industrialisation and modernisation after
1978 appealed to and to some extent relied on these managerial middle
classes and their families. Just as the reputations of leading cadres removed
during the Cultural Revolution, and sometimes the individuals themselves,
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came for the most part to be gradually restored through the 1970s, so too
middle class reputations rose again. The process of restoring their positions
in society and employment had already started well before Mao’s death in
September 1976. However, the late 1970s saw a more complete and explicit
restoration, often including the payment of reparations. Education and
training were generally put back on the agenda by the Party-state as it
sought economic growth, and the various types of professional knowledge
and expertise were to be once again mobilised to the PRC’s developmental
goals.

Entrepreneurs and enterprise development

The identification of professional and managerial middle classes in the PRC
does not necessarily mean that the entrepreneurs to have emerged as a result
of the economic reforms introduced since 1978 are not also middle class. It
does however require that they be examined as such more closely both in
terms of the PRC’s development and in the wider comparative context. In
particular, it draws attention to the specific characteristics of the new
entrepreneurs as a middle class, and their relationship to the professional
and managerial classes. Clearly, these two broad social categories may have
much in common, not the least of which is a shared set of life-style
aspirations, including living in one’s own house, having a car, ensuring pri-
vate education for one’s children and engaging in leisure time activities that
may include holidays elsewhere (Goodman 1998). It is also possible that
members of the pre-1978 professional and managerial middle classes
transformed themselves into new-style entrepreneurs during the 1980s. At
the same time, acknowledgment that there has been and remains a state-
sponsored professional and managerial middle class does suggest that the
new entrepreneurs may not only be a different kind of middle class but also
that the processes of middle class formation and conceptualisation in the
PRC may be somewhat different to those that occurred in the earlier
European context.

Since the early 1990s, a series of interviews of entrepreneurs have been
undertaken in different parts of China. These have included surveys in
Hangzhou during 1991-3 (Goodman 1996); Shanxi Province during 19968
(Goodman 2001) and 2000-2 (Goodman 2006); Qinghai Province during
2001-3 (Goodman 2005); and in Jiaocheng County, Shanxi during 20034
Qiongshan City, Hainan during 2004, and Mianyang City, Sichuan Province
during 2004-5 (Goodman 2007). Entrepreneurs have been asked about their
social backgrounds (and that of their families), their careers and their
entrepreneurial activities. In terms of middle class formation, there are three
clear conclusions highlighted in each set of interviews. The first is that the
new entrepreneurs are a complex and not a simple social category, including
not only owner-operators in the private sector but also managers of state-,
collectively-, privately-, and foreign-owned enterprises, as well as oftentimes
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confusing combinations of these various sub-categories (Nee 1992). The
second relates to the wealth of the new entrepreneurs. While there were
some disastrously unsuccessful entrepreneurs and others who were only of
moderate wealth, many were not just comfortably well off by the standards
of their local economy when interviews were conducted, but were clearly the
rich and the super-rich. This conclusion draws attention to the parallels
between the contemporary new entrepreneurs in the PRC and the nineteenth
century European bourgeoisie. The third overall conclusion limits such
arguments by highlighting the close institutional and associational links
between the new entrepreneurs and the Party-state: they are neither inde-
pendent of nor excluded from the political establishment, which on the contrary
seeks actively to incorporate them if there is no pre-existing relationship.

The notion of any ab initio industrialisation in the PRC since 1978 is
rapidly dispelled by consideration of the processes that generated new
entrepreneurs in the reform era. The model of a single individual who has
an idea, seeks capital, and establishes an enterprise to develop an invention
or innovation is only broadly applicable in the PRC (Krug 2004). Broadly
speaking the new enterprises that have emerged during the last three dec-
ades have emerged in one of four ways, differentiated by source of the initial
capital and resources.

Historically, the introduction of greater measures of market determina-
tion and the development of new types of enterprise started in the rural
areas, or more accurately the sub- and peri-urban rural districts of cities.
Through the 1980s and 1990s Town and village enterprises (TVEs) became
the mainstay of the collective sector of the economy, and grew out of rural
economic activities and perceptions of spare labour or other forms of
underutilised capacity (Oi 1989; Henriot and Lu 1996; White 1998; Oi 1999;
Whiting 2001; Yep 2003). In the Hangzhou area, one village transformed its
machinery workshop, which had access to wire products, into a production
line for using wire to produce elaborate gift cards for the Japanese market.
It was soon so successful that the production line became a large-scale fac-
tory and the village ceased agricultural production. In Yuci (in Shanxi Pro-
vince) another village agricultural machinery workshop turned to
aluminium radiator production; in Yingchuan (also in Shanxi) surrounded
by coal-mining, coal by-products, particularly plastics, were produced.
These enterprises and their development were led by local individuals, often
the former workshop manager or some other level of local leadership who
was able to mobilise their fellow villagers. Though technically managers and
not owners of the TVEs, many behaved economically, socially and politically
as if they were.

The state sector of the economy saw similar processes at work. The previous
system of state socialism had been characterised by large-scale production
and inherent economic inefficiencies. Increasingly after 1984, economic
reform inevitably resulted in managers seeking economic efficiencies and
partly in consequence new opportunities to use the assets they controlled. In
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a variety of ways, state assets were developed or built on to produce an
economic return. Often subsidiary companies operating in the collective
sector of the economy were established by the state owned enterprises or
department of the state administration (Blecher 1991; Duckett 1998; You
1998).

In North China an iron and steel works at the start of the reform era was
a complex organisation that like other large-scale, state-owned enterprises at
that time attempted to meet most of the social and welfare needs for its
workforce and their dependents. The enterprise had canteens, farmlands to
supply the canteens and trucks to transport the agricultural produce to the
canteens. Before reform little attention was paid to the low level of eco-
nomic activity generated by the canteens or the trucking department since
they fulfilled their allotted tasks of feeding the workforce and transporting
produce to the canteens once a day. With reform, each of these activities
was hived off as a separate company, technically owned by the parent state-
owned enterprise, but under the control of the previous management who
had been assigned to the new collective sector enterprise. Each was provided
with a contract to provide services as before but now in order to survive
they also had to find additional moneymaking work in the open market. In
Hangzhou, the now PRC-wide famous Wahaha drink and food company
was born from the non-profitable print shop of a secondary school when its
managers realised to survive they had to not just diversify but find new
economic activities.

Though many of the collective sector enterprises were established by state
owned parent enterprises, the reallocation of state assets in these ways also
sometimes left less than clear distinctions between ownership and manage-
ment. State sector enterprise managers who led the way in reforming their
companies clearly remained as managers whatever their level of emotional
investment in the newly developed undertakings. Managers of new collective
sector enterprises that had grown out of state assets on the other hand
often, like their semi-rural counterparts, behaved in many ways like owners.
In Hangzhou on one occasion, one such entrepreneur was asked if the state
assets that had been effectively reassigned to their new style enterprise had
been repaid in any way. The response was clear: ‘There’s no need. These
were previously All-people’s assets, and we are the people.’

There certainly are private sector owner-operators who have developed their
businesses from nothing based on an innovative idea or perceived market
opportunity (Young 1995; Garnaut and Song 2003; Dickson 2003a). In the
various surveys undertaken since the early 1990s, they have been found in
all industrial sectors and activities, including mining and heavy industry, as well
as light industry, processing, retail and service industries. In general, most
private sector owner-operators remain small-scale. As their business grows
and they wish to scale-up the pressure for access to factors of production —
investment capital, land, labour and political permission — essentially
dictates that the successful private entrepreneur has to surrender part of
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their equity to local government and incorporation as a collective sector
enterprise. As with TVEs and those companies that have developed from
within the state sector and state administration, the potential for confusion
over ownership and control is often high.

In Hangzhou during the late 1980s, a disgruntled workshop technician
left his job to branch out on his own, reckoning that even if his income
went down he would be happier working for himself. He established a series
of beehives and produced honey, which he sold himself to local restaurants
and hotels. After two years, he had managed to pay off his debts and save
some capital so he decided to establish his own restaurant. This in turn was
a great success leaving him after three years with capital to invest further in
a new undertaking. Thinking he would like to move into manufacturing, he
looked around for a product, finally deciding to establish a food-processor
manufacturing plant. (He had found the machine mentioned in the trans-
lation of a Graham Green novel and not knowing what it was had investi-
gated further, realising that there was or would probably be a market in
China). Unfortunately as a private entreprencur he had no access to bank
loans and had been denied land to build his factory by the local authority.
It was not until he accepted the invitation by the local government to
cooperate (and surrender half his equity) in the development of a new col-
lective sector enterprise that he was able to proceed.

In Jiexiu County, Shanxi, Li Anmin, now President and General Man-
ager of the Antai International Enterprise Group Company and one of the
province’s richest individuals established a coke production company as a
private enterprise in 1984. He had been the village accountant in his home
village and invested 3,000 yuan of his own money, employing 27 of his
neighbours. Within ten years the enterprise had become a collective stock
company through cooperation with local government and equity from Li’s
fellow villagers. By the mid-1990s, the company had expanded into other
activities, including cement, clothing and retail, employing 3,500 people
(Liu et al. 1989: 302).

The fourth and final way in which new enterprises have been established
is through foreign investment. The scope for foreign investment has been
episodically increased since the mid-1980s leaving relatively few areas of the
economy totally restricted though regulation remains high. From milk pro-
duction in Shanxi Province, to luxury wool production in Qinghai Province,
to manufacturing in Jiaocheng (Shanxi) and Hangzhou, and retail and ser-
vices in Qiongshan (Hainan Province) foreign investment has occurred
where there are economic opportunities and known relations to the local
economy. Somewhat confusingly, state sector enterprises, TVEs, collective
sector enterprises, and private companies have all established joint venture
operations with external partners. There is equally a variety of ownership
relationships attending these foreign funded enterprises. Though all have
entrepreneurial managers, in many cases they are not the originator of the
idea leading to cooperation.
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Entrepreneurs and wealth

Estimating the wealth of the PRC’s entrepreneurs is not an easy task. Most
have proven themselves understandably somewhat reticent to discuss their
wealth at interview. As with business people almost universally there is a
tendency to minimise income and earnings because of taxation or local fee
regulation. The political climate for business people has certainly improved
over the years, and dramatically since the first interviews were conducted in
1991 before Deng Xiaoping had undertaken his ‘Inspection Tour of the
South’ which reignited the pace of economic reform the following year
(Goodman 1994a: 113). Nonetheless, the PRC remains a Communist Party-
state governed by an ideology which has within recent memory come down
very hard not only on business people but on individuals engaging in eco-
nomic activities for personal profit.

All the same the available evidence would seem to suggest that the new
entrepreneurs occupy a position of considerable wealth (Croll 2006: Ch.4).
Their patterns of conspicuous consumption were already becoming appar-
ent during the 1990s, in housing, private education for their children,
clothing and food (Davis 2000c; Fraser 2000; Lu 2000). Anecdotally these
seem to have increased dramatically since 2000 particularly in the growth of
leisure activities in the metropolises of Guangdong, Shanghai, Tianjin and
Beijing.

Although the entrepreneurs interviewed have generally been reluctant to
provide details of their income or earnings, during research in Shanxi in
1996-7 some four in five of those questioned were prepared to estimate their
monthly cash income: salary plus bonuses, and additional payments. Table 1.1
provides details of average estimates adjusted to an annual basis and dif-
ferentiated by categories of entrepreneur and enterprise ownership or man-
agement. Members of the professional classes (mainly doctors and lawyers)
were interviewed as part of the same research, and their average annual cash
income is also provided, together with the provincial average income per
capita for 1997.

Table 1.1 Entrepreneurs cash income: Shanxi Province, 19967 (yuan)

Category of entrepreneur Annual cash income
Manager, State owned enterprise 18,627
Manager, collective sector enterprise 17,388
Owner, private enterprise 37,200
Manager, foreign funded enterprise 18,000
Professional 3,700
Provincial average income per capita (1997) 4,762

Source: Interviews, Shanxi 1996-7 (47 managers, state-owned enterprises; 56 managers,
collective sector enterprises; 51 owners, private enterprises; 7 managers, foreign-
funded enterprises; 11 professionals)



Downloaded by [Australian National University] at 17:01 27 October 2014

32 David S. G. Goodman

The differences in average earnings between the various categories of the
new entrepreneurs and ordinary people indicated in this table are clearly
large. Owner-operators in the private sector would seem to have cash earn-
ings almost eight times the provincial average income per capita, and other
categories of the new entrepreneurs earn just under four times the provincial
average. In Hangzhou in the early 1990s the differences between the new
rich and the provincial average was estimated at about 12:1 so these ratios
are somewhat lower and may be accounted for by the earlier stage of
development of the Shanxi Provincial economy, which had considerably less
foreign investment and light industrial development.

Necessarily these figures have to be treated with caution, not simply
because of the methods of data gathering, but also as indicators of wealth.
Business people often have cost-less (to them personally) access to resources
and effectively subsidised income not available to others. Under state soci-
alism, and even under state socialism in transition, similar benefits of food,
housing, education, access to transport (especially use of cars) and holidays
also applied to almost all those working within the Party-state. It is for
example, extremely unlikely that the professionals interviewed during 1996-7
and whose average cash earnings are reflected in Table 1.1 would have had a
lower than average standard of living, and would be more likely to share the
life-style aspirations of those they came into contact with within the Party-
state if not across all the categories of new entrepreneurs.

Another way of attempting to estimate the wealth of the new entrepre-
neurs would be to consider the flows of money that they control and are
ultimately responsible for. Table 1.2 provides details of information revealed
through interviews with entrepreneurs in Shanxi (1996-8) about enterprise
profits after tax, and in Qiongshan (2004) and Mianyang (2005) about

Table 1.2 Indicators of economic scale: average enterprise profits or turnover (yuan)

Location Date of Average income
Interviews per Capita

Shanxi 1996-8 4,762 (1997) Average enterprise Yuan
profits after tax million
State enterprises 24.3
Urban collectives 29.8
Rural collectives 4.2
Private enterprises 0.3

Qiongshan 2004 12,697 Average enterprise 24.0
annual turnover

Mianyang 2005 8,383 Average enterprise 58.0

annual turnover

Source: Interviews, Shanxi 1996-8 (230 interviewees); Qiongshan, 2004 (53 interviewees);
Mianyang, 2005 (56 interviewees)
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annual enterprise turnover. The figures for each locality are contrasted with
the appropriate local average income per capita at the time the interviews
were undertaken. While the figures presented in Table 1.2 must also be
treated with caution, they do serve to underline the key position of the new
entreprencurs in terms of wealth creation, and to indicate considerable dis-
parities in terms of at least wealth management between entrepreneurs and
the rest of the population.

Of course, this is not to argue that all entrepreneurs are fantastically
wealthy. Those who have been interviewed over the years including a
number on the edge of bankruptcy, and at least one once private entrepre-
neur who was being bailed out by the local government because he was a
large-scale employer whose business was in trouble. Others were simply not
successful or just ran very modest businesses. Typically, single retail outlets,
beauty salons and one-person service industry activities were private enter-
prises of a small business type to be found almost universally around the
world. The averages detailed in Tables 1.1 and 1.2 are derived from a range
of earnings and turnover. The Shanxi 19967 interviews for example found
a private entrepreneur whose annual personal cash income was estimated as
low as 3,000 yuan, and several others with estimated cash earnings in excess
of 70,000 yuan.

Entrepreneurs and the Party-state

By any standard, economic development in the PRC — whether in the 1950s
or later in the 1980s — fits well into the pattern of late industrialisation
identified as having been established by Germany, Japan and Russia during
the late nineteenth century. In these countries the state played a central role
in industrialisation, as opposed to the laissez-faire capitalism of the earlier
European experience based on the protection of the role of the individual
outside the state (Kurth 1979). With very few exceptions (White 1998) most
research on the socio-economic changes of PRC reform since 1978, and
particularly that related to industrialisation (Solinger 1991) highlights the
centrality of the Party-state in generating change. Debate centres on the
extent to which the Party-state is itself involved in entrepreneurial activities,
as opposed to supporting the economic activities of enterprises and entre-
preneurs (Blecher 1991; Blecher and Shue 1999; Oi 1999; Duckett 1998).
The relationship between the new entrepreneurs and the Party-state is
generally very close, in a number of different ways. Quite apart from the
delivery of the policy settings that have made change possible and the gov-
ernment arrangements at the local level that support such development,
many of the enterprises for which they are now responsible have grown out
of Party-state activities; where new entrepreneurs did not already participate
formally in the activities of the Party-state, particularly at leadership levels,
they have now found themselves fully incorporated; and many new entre-
preneurs would appear to depend on family networks of influence grounded
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in the Party-state. Remarkably, these networks of relationships and influ-
ence even extend to small-scale business people in the private sector of the
economy.

As already indicated in the description of the processes of enterprise
development during the reform era, it is clear that a large proportion of the
new companies either have emerged from the Party-state or have become
subject to close local government involvement as they have grown. Owner-
ship relations may be complex and confused, but the continued growth of
the subsidiaries of state sector enterprises, state administration-run eco-
nomic activities, as well as of a collective sector whose theoretical status is
long since challenged, provide ample evidence of the continued importance
of the economic relationship between the new entrepreneurs and the Party-
state outside of the formal plan. For the last decade it has certainly seemed
more sensible to regard the collective sector of the economy as the local
government sector, rather than as was previously the case that part of the
PRC state economy not fully regulated by the central planning process.

One of the consequences of the growth of the collective sector is that the
ranks of the new entrepreneurs contain many who have come directly from
the professional and managerial middle classes. In the Shanxi Province
interviews of 1996-8, 72 percent of the state enterprise managers inter-
viewed had come from a professional or managerial career, as had 79 per-
cent of the managers of urban collectives, 62 percent of managers of rural
collectives and 42 percent of private enterprise owner-operators. In inter-
views of women entrepreneurs in Jiaocheng (2003—4) 19 percent had pre-
viously been employed in professional or managerial work. 19 percent of
the women entrepreneurs interviewed in Qiongshan (2004) had a similar
background, though in Mianyang (2004-5) the figure was 36 percent.

As might be expected given both the structures of state socialism and the
ways in which enterprise formation has occurred, a substantial proportion
of those working professionally or managerially before becoming entrepre-
neurs had been employed within the Party-state. At the same time, as
already noted, it has been possible for private entrepreneurs to establish
themselves independently and to develop their business activities quite suc-
cessfully before being required to cooperate with local government or other
arms of the Party-state if they desired to maintain a growth trajectory. One
of the costs expected of private entrepreneurs following this path is that
they will take up the challenge of local leadership positions. Often the deal
is quite explicit. One coal mine developer in Shanxi told at interview how he
not only had to surrender half his equity to the local (county) government
in order to be permitted to establish his enterprise (although he argued that
the company in his view remained private and his property) but had to be
prepared to join the CCP (which he had steadfastly refused to do up until
that point) and to hold a leadership position on the county CCP committee.

The requirement on the new entrepreneurs is not always so formal or to
fill such an important leadership position within the Party-state. Certainly
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there has been a growing imperative for successful business people to join
the CCP, and indeed one of the key aspects of Jiang Zemin’s principle of
‘The Three Represents’ (incorporated into Party ideology at the 16th CCP
Congress in 2002) was the recognition that business people should be both
able and encouraged to join the CCP, for the first time since 1955. Most of
those who had started out as small-scale private entreprenceurs and grown
their business through cooperation with local government would have sub-
sequently been expected to join the CCP though not necessarily to assume
positions of leadership. At the same time, there are other ways in which
successful new entrepreneurs are encouraged to participate in and support
the Party-state, notably through being recognised as provincial and national
model entrepreneurs and having their experiences well publicised for emu-
lation through the media, as well as being elected as deputies to county,
provincial and national people’s congresses. Amongst those interviewed
many had been feted as model entrepreneurs, and there were several who
had been elected as deputies to provincial people’s congresses and two who
had been elected to the national people’s congress: a one-time university
bio-chemist who had returned to his home town in Shanxi to establish
an enterprise based on developing coal by-products; and the man who had
led the development of the luxury wool processing industry in Qinghai
Province.

Although it would seem logical to assume that many of the enterprises to
have been established in the era of reform are owned or established by
leading cadres, or at least that leading cadres engage in such processes, the
evidence of the various interviews undertaken since 1991 is that this has
rarely been the case. While it is conceivable that the methods of interviewee
selection would have largely precluded the possibility of encountering lead-
ing cadres as entrepreneurs, the amount of time spent in fieldwork in given
locations and the degree of familiarity developed would have most likely
provided some pointers and information to activities of that kind had they
been present. There was no such anecdotal evidence generated.

At the same time though, it would appear to be the case that family ties
to leading cadres in the Party-state do appear to be important to the pro-
cess of enterprise formation. The evidence from the Shanxi Province inter-
views undertaken during 1996-8 is that there is a definite three generation
pattern. Leading cadres are generally recruited on intellectual merit from
amongst the peasantry, as has long been CCP practice under the PRC. They
do their jobs and retire but it is their children who go on to become business
people, in particular building on the local relationships and networks of
influence that their parents have developed (Goodman 2000). As one
entrepreneur who had developed a medium-sized iron and steel plant on a
green field site in the locality where his father had been CCP secretary for
many years said at interview, when asked about why he had joined one of
the state sponsored democratic political parties and not the CCP. “Why
should I join the CCP? My father owns the village.’
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Certainly, all the interviews suggest quite strongly that while it is not
necessary for the new entrepreneurs to be CCP members themselves it is
extremely helpful for close family members to have been members of the
CCP and to have been part of the Party-state. Even allowing that the sam-
ples chosen for the interviews cannot be held directly representative of
either the population as a whole or even necessarily the entrepreneurs in
each locality, the proportions of those whose families were linked into var-
ious networks of influence of this kind is too high to be ignored. Currently
about 5.4 percent of the total population of the PRC is a member of the
CCP, though the proportion was somewhat lower during the 1990s.

In the Shanxi 1996-8 interviews, 60 percent of the private enterprise
owner-operators were not members of the CCP themselves, but 39 percent
had at least one parent who was; 35 percent of the ‘managers’ of collective
sector enterprises were not themselves members of the CCP but again 39
percent had at least one parent who was. Similar proportions are to be
found in the other interviews. In Jiaocheng in 2003-4 only 24 percent of the
entreprencurs themselves were either members of the CCP or had some
other direct connection to the Party-state, as opposed to 42 percent of their
fathers. In Qiongshan (2004) similarly only 23 percent of those interviewed
were members of the CCP or had a direct Party-state connection, compared
to 40 of their fathers. In the Mianyang interviews (2004-5) the proportions
were somewhat higher: 35 percent of those interviewed were members of the
CCP or directly involved in the Party-state, while 50 percent of their fathers
were. In the Jiaocheng interviews, 58 percent of those interviewed had either
a father or a father-in-law (the interviewed entrepreneurs were all women)
who were members of the CCP; in Qiongshan the proportion was 55 percent,
and in Mianyang 66 percent.

New entrepreneurs and the middle class

Inevitably social change in the PRC is both suis generis and reminiscent of
processes that have occurred in other political systems. The complications,
from a comparative perspective, in analysing the PRC is that the starting
point for recent change has been a late industrialising state socialist system
that has chosen to introduce market reforms. Ownership, management and
control are intertwined in ways that cut across previous analyses of middle
(or indeed any other) class behaviour.

On the one hand, the new entreprencurs are not a middle class of the
same kind as the long established professional and managerial class. While
many come from managerial backgrounds and occupy positions that
revolve around their control of enterprises, many have a far greater emo-
tional investment in their own personal position in the enterprise than this
term usually implies. Nor for the most part do new entrepreneurs generally
represent the middle-income sections of the population. On the other hand,
to the extent that a rising middle class may act with economic development
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to become the backbone of the ruling class, then it is possible to see similar
processes in formation in the PRC. The difference of course is that the PRC
remains a Communist Party-state and that the new entrepreneurs far from
being excluded have been targeted for incorporation into the political
establishment, where they did not emerge from those ranks in the first place.

These observations highlight the objectives of the various discourses of
middle classness to be found both inside the PRC and outside. Within the
PRC there is a clear ideological constraint in promoting and wealth eco-
nomic growth, even as the third decade of such policy settings draws to an
end. Promoting the new entrepreneurs and the new rich as the new middle
classes is somewhat more egalitarian and certainly generally more accep-
table than describing them as the super-wealthy or the new bourgeoisie.

Encouraging the development of the new middle classes is also generally
a way of promoting individual initiative and self-driven economic growth, as
well as wealth creation. In society as a whole, it is probably more comfor-
table as well as generally more acceptable for individuals to articulate their
middle class aspirations than those of being an A-list mega-star. Certainly
specifically described middle class aspirations can be portrayed as and allied
to modernisation and desirable life-styles through the mass media of com-
munication.

Outside the PRC it does sometimes seem that those who are attempting
to interpret its development really do want to be able to find the middle
class in its contemporary social change. While a full explanation of that
phenomenon lies elsewhere, one clear possibility is that the PRC’s
transformation is seen as hopeful by those who see an equation between
industrialisation and economic development on the one hand and the
emergence of a peace-ensuring liberal democracy on the other. The argument
that these are people ‘just like us’ is very seductive, especially if it is delivered
without any hint of irony.

Note

1 Research has been supported by the following grants from the Australian
Research Counsil: ‘Shanxi Province in Reforms’ (A10010001); ‘Qinghai Province:
migration, colonisation and the contest for political space’ (A1001003610); and
‘China’s invisible economic leadership’ (DP0344767).
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The politics of description
and prescription

Yingjie Guo

Chinese analysts are agreed that the destratified Chinese society before
1978, comprising two classes (workers and peasants) and one stratum
(intellectuals), has stratified into much more complex structure as a result of
three decades of reform. This fundamental change has been the subject of
burgeoning research in the last decade or so, which has sparked a nation-
wide debate on China’s actual and ideal social configurations. The most
contentious question in the debate is whether stratification is creating rela-
tions of conflict and how it is impacting on the country’s socio-political
order. Though the answers differ vastly, there have been two interrelated
trends: One is the increasing downplay of social polarisation; the other is
the gravitation of interest towards the middle classes by various names.

Since 2002, interest in the middle classes, and the new rich, has evolved
into something approaching a fetish. Not only that, there have been
increasingly more claims that a middle class or middle stratum has actually
emerged in China (Lu et al. 2002; Zheng 2002; Zhang et al. 2005; Chen
Xiaoya 2002a and 2002b; Luo 2002; Chen et al. 2004; Zhou 2005; and He
Li 2006). Comments to that effect have prompted sensational writers to
announce that China has entered ‘the age of the middle class’ (Xu 2002).
According to Lu et al., as of 2001, 80 million people belonged to the middle
stratum of society (2002: 29-30). But Xu Jiang (2002) and Chen et al
(2004) estimated that the Chinese middle class was 350 million strong in
2001 and 450 million strong in 2002.

Party-state officials and official media, too, have contributed to the
middle class fetish, despite their unease about the term. As early as 2001,
the State Information Centre added fuel to the fire by claiming that 200
million Chinese would enter the ‘middle stratum’ between 2001 and 2006,
(Xinxi shibao 21 July 2001). In the same year, the forecast of Long Yongtu,
then deputy trade minister, made the country buzz with excitement again.
By his calculation, China’s ‘middle-income groups’ (zhongdeng shouru qunti)
by 2010 would include 400 million people (Xinhua, 1 December 2001). More
recently, the Economic Research Institute of the State Development and
Reform Commission has stated that there are about 100 million people in
China who can be categorized as ‘the middle class group’ (Xinhua 10 May 2007).
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The estimates differ not least because the pundits are not talking
about the same thing. Some speak of ‘classes’; others, of ‘strata’; and still
others, of ‘groups’. The construction of these categories, accompanied by
contestation and conflation, is not simply a matter of academic concern but
also one with wider implications. For it is related to the socio-political
context and competing values, theories, paradigms and ideological posi-
tions. From a constructivist perspective, China’s newly devised class
schemes are no different from other social facts which, once brought under
scrutiny, are no longer available as a topic in their own right, that is as
something to be described and explained, but ‘instead become an
accomplishment of the accounting practices through and by which they
are described and explained’ (Zimmerman and Weider 1971: 293-4; Colin
1997: 3).

The effect of extrinsic factors on Chinese class schemes can be seen, first
of all, from the fact that the shift of academic attention from social polar-
isation to the middle classes has taken place regardless of much evidence
that China has become a highly polarised society and that social conflict is
on the rise (Macroeconomic Research Group 2000; Jingji da cankao 18 July
2000; Sun 1994 and 2003; Wu and Perloff 2004; Harvey 2006; Zhou 2005;
Li Peilin et al. 2007; Zhu 2007). It is thus plausible to argue that the shift is
not so much attributable to changing realities as to alternative ways of
approaching the subject.

To start with, the trend is related to the consensus among Chinese elites
of varying persuasions that the middle class or stratum can only be a
good thing. The consensus has consolidated since the Chinese Communist
Party’s (CCP) adoption of a policy aimed at ‘controlling the growth of the
upper stratum of society, expanding the middle, and reducing the
bottom’ at its 16th national conference in 2002 (Jiang 2002), and particu-
larly because of the Party’s recent emphasis on ‘harmonious society’. In
addition, it has much to do with the dilemma of China’s political elites and
social scientists struggling with the various manifestations of the new
rich and the new poor. The dilemma is detectable in official communica-
tions and academic literature, which typically refer to the poor as ‘dis-
advantaged’ groups (ruoshi qunti) rather than an underclass and rarely treat
the rich as a separate grouping but as interchangeable with the middle class
or part of it.

The socio-political context and contestation have added a complex poli-
tical dimension to the description of social groupings and structures, and
descriptions have become entangled in webs of theories, paradigms and
ideological positions, as well as prescriptions for idealised social configura-
tions. The ‘middle class’ in particular, is not so much a uniform, unproble-
matic concept or an actual, homogeneous grouping as a hodgepodge of
intermediate groups, an embodiment of desirable values, and a shorthand
for new progressive actors, the mainstream of a harmonious well-off society,
or new masters of the country in place of the working class.
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New masters of the country: the middle class replaces the
working class

There can be no doubt that the CCP’s shift from continuous revolution
under Mao to economic development and wealth creation in the reform era
has dramatically transformed social relations and altered the status order in
the country. In Mao’s China, the proletariat was said to be the most pro-
gressive force of history and the embodiment of the most advanced forces
of production. Together with the peasants, they were the ‘masters of the
country’ and constituted ‘the regime’s only, or surely, most legitimate, poli-
tical actors’ (Solinger 2004: 54-55). Today, the key players in China’s
socialist market economy are those who generate material wealth by pro-
ducing, providing and consuming goods and services.

Despite that shift, the current constitutions of the Party and state still
define the CCP as the vanguard of the proletariat guided by Marxism,
Leninism and Mao-Zedong-Thought, and the PRC as a socialist state under
the people’s democratic dictatorship led by the proletariat and based on the
alliance of the workers and peasants. In one of his keynote speeches in 1989,
Jiang Zemin reiterated that the CCP was ‘the class organisation of the
Chinese working class’ and that ‘the working class needs the Party and the
Party cannot do without the working class’ (Jiang in Zhang, 1995: 1673).
Though his position on the issue was moderated later, it was not advisable for
him, or any other Party leader, to forsake the Party’s revolutionary mandate.

However, the reality in the reform era is quite different. In the words of
Blecher, ‘China’s workers have lost their world” (Blecher 2002: 283). Or, as
Solinger has put it more strongly, the Chinese proletariat has shifted from
master in name and privilege to mendicant (2004: 50). Some may disagree
with Blecher and Solinger on this account, but there is no denying that large
sections of the working class have lost their privilege and joined the new
poor since losing their ‘iron rice bowl’ and becoming detached form the
CCP’s historical mission.

The size of these social categories will depend on the definition of pov-
erty. According to official statistics, as of January 2007, China had 23.65
million people below the official poverty line, earning less than 85 US dol-
lars a year (Xinhua 18 June 2007). If the poor include the recipients of the
government’s ‘basic subsistence’ payments (dibao), their number approaches
35 million (China Civil Affairs Yearbook 2006). The situation is bleaker in
the vast western region, where 9 percent of rural residents and 13.5 percent
of urban residents lived below the poverty line in 2006 (Zhao et al. 2007:
77). If one counts the unemployed, estimated at a dozen million to 100
million, and those among the 120 million or so migrant workers who are
poorly paid or owed wages on a regular basis, the number of the poor
increases considerably.!

The plight of the new poor may or may not be related to natural
inequalities of personal endowments, but they are justified to hold the Party
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responsible and demand that it live up to its own claims, as it is the CCP
which has set in motion and presided over a reform that has taken away
their job security and social welfare. The CCP’s dilemma was exemplified
when, in rising to a defence of a worker brought to trial for leading a violent
factory walk-out, a prominent lawyer argued that in the past ‘the Commu-
nist Party stood alongside the workers in their fight against capitalist
exploitation, whereas today the Communist Party is fighting shoulder to
shoulder with cold-blooded capitalists in their struggle against the workers’
(Cody 2004b).

In the eyes of these and other victims of reform, socialism and the lea-
dership of the proletariat have probably become meaningless, except as a
reminder of the CCP’s ideological inconsistency or as grounds for challen-
ging the Party. From the Party’s viewpoint, it does not matter at all whether
the proletariat loses its status as the most progressive force of history; it is
all the better that the poor working class no longer constitutes the core of
society. For the Party’s new mission is economic development, which
requires advanced productive forces and consumers with ample purchasing
power rather than revolutionary forces ready to wage class struggle. The
mission has therefore entailed a fundamental shift from a primary concern
with the working class to the principal creators of wealth.

But it remains important for the CCP to pretend that it has not betrayed
its own class base or abandoned its ideology. In this regard, it has been
plagued by a couple of remarkable contradictions, namely dissynchronised
structures of value and a dissynchronised value-environment nexus. The
former is exemplified by glaring ideological inconsistencies and the latter by
the ideology’s failure to legitimise the trial-by-error arrangements by which
the Party-state has been adapting to the socio-economic environment. If
one agrees with Chalmers Johnson that values and the requirement of
environmental adaptation both determine a social structure and produce
conflicts within it (Johnson 1966: 35) the contradictions may well be seen as
sources of tension and structural determinants of Chinese society.

Instead of revamping the Party and state constitutions in response to new
realities, the CCP has chosen to paper over the inconsistencies by redefining
key concepts by a sleight of hand. Hence, socialism is no longer char-
acterised by public ownership but by ‘three advantages’, that is, it should be
‘advantageous to the development of productive forces, to increasing the
comprehensive strength of a socialist nation, and to raising people’s stan-
dards of living’ (Deng 1993: 372). And the ‘vanguard of the proletariat’ is
accordingly transformed into a Party that represents advanced productive
forces, the whole nation, and advanced culture.

Once the advancement of productive forces becomes its overriding
objective, the CCP is freed from the shackles of socialist relations of pro-
duction, or the basic principles of Chinese socialism, as productive forces,
or the ability to use tools to act upon nature, define individuals’ relations
with nature instead of class relations and are ideologically neutral (Guo
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2004: 41). It is also able to sever its ideological bond with the working class.
Non-socialist forms of ownership are then accepted and encouraged, and
the new clarion call is ‘to get rich is glorious’. Moreover, the CCP has to
throw open its doors to private businesspeople (Jiang 2001), although the
latter cannot be fully trusted but ‘must be educated and guided’, like the
national bourgeoisie in the 1950s.?

Ideological revision has been contested vigorously by the old left. In
September 1992, for example, a Xinhua editorial included a warning inserted
by leftist ideologue Gao Di that “While carrying out reform and opening up
to the outside world, we must ask ourselves whether we are practising soci-
alism or capitalism’ (Fewsmith 2001: 53). Deng Liqun, a key spokesman of
the left, struck out again in 1994, asserting that a new bourgeoisie had
already taken shape as a class in itself (Fewsmith 2001: 169). Jiang’s theory
drew even more fire from leftists, who accused him of weakening the Party’s
social base and changing the colour of the Party (Lam 2001; Dickson 2004:
152-153).

Leftists within the CCP are certainly not the only ones to find a new
bourgeoisie in the ranks of the new rich. Overseas writers, such as So and
Dickson, have argued that ‘a cadre-capitalist class has emerged to mono-
polise economic capital, political capital, and social/net capital in Chinese
society’ (So 2003: 478). There is also a class of ‘red capitalists’ in China
(Dickson 2003a). The irony of the CCP recruiting the new rich has also
been noted by no small number of Party theorists (Lin 14 July 2001).

The CCP can only deny the existence of such a class. As early as the
1990s, Deng Xiaoping stated that ‘we will not allow a new bourgeoisie to
take shape’ (1993: 172), that ‘if a bourgeoisie has emerged, we must have
gone astray’ (1993: 110-11). Yet, as much depends on how ‘bourgeoisie’ is
defined, Deng’s statement is meaningless. Indeed, the CCP’s mouthpieces
have routinely stressed that today’s private entrepreneurs are not capitalists,
because they were originally members of the working class, and work under
a political system opposed to exploitation (The People’s Daily 17 February
and 25 April 2001). This is not a convincing argument, to say the least, and
it betrays the Party’s dilemma over the new rich. The dilemma is com-
pounded by the common perception that the rich got rich dishonestly or
unscrupulously, and by what the Chinese media call the ‘original sin’ of the
rich; many were guilty of suspect or unlawful deals in the early days of their
business (Wang Junxiu 2007).

In contrast, Hu Jintao and Wen Jiabao have steered away from ideologi-
cal debates, focusing instead on practical problems, such as education,
health care and social welfare. Nevertheless, they are clearly interested in a
different kind of society from that which emerged in the previous decades.
Their well-known model is a ‘harmonious society’ as well as a ‘xiaokang
society’ (‘an all-round well-off society’®). The model has been variously
interpreted as harmonious xiaokang for the majority (dazhong xiaokang),
middle-income xiaokang, or middle-class xiaokang, and so on. It has
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entailed the ‘second redistribution of social wealth’ to balance social justice
and economic efficiency, unlike the first in the early days of reform, which
focused on efficiency without taking social equality seriously.

This new social blueprint has drawn more attention to the middle reaches
of society and encouraged the middling of wealth. At the same time, it has
also highlighted the current status of the new rich and the working class.
The former may be recognised as legitimate players in wealth creation, but
cannot be described as the backbone of the socialist market economy due to
ideological constraints and negative popular perceptions. The latter have
become a disadvantaged grouping, a burden to the government, and a
source of instability and unrest, rather than one that constitutes the ‘mas-
ters of the country’. Their best prospect is to move out of poverty and get
rich if they can. Unless they do, their status in society remains lowly, in
contrast to the rising middle classes, the new masters of the country.

Naming the middle classes: conflation and contestation

While Chinese elites are united on the importance of the middle reaches of
society, there is much dispute over names, most notably ‘jieji’ (class), ‘jie-
ceng’ (stratum) and ‘qunti’ (group). The water is muddied by three major
factors. Firstly, it is not easy to tell if the terms are singular or plural. Sec-
ondly, these words are often translated into ‘class’ in English. Finally, the
Chinese words for ‘middle’ include ‘zhongchan’ (middle-propertied), ‘zhong-
jian’ (intermediate) or ‘zhongdeng’ (middle range), and if class, stratum and
group are modified by those words, then nine synonymic phases are possi-
ble, most of which are in wide circulation. In China’s discursive context,
these phrases have different political overtones and may or may not refer to
the same groupings, and the use of different terms is part of the contesta-
tion over the constitution of the middle class and its implications for China.
For the mass media inside and outside China, naming the middle class
seems to be a straightforward matter; it refers to what analysts call middle
class, middle stratum, intermediate group or any other variant. There are
academics too who take the same approach (Zheng 2002; Zhang Wanli et
al. 2005; Chen Xiaoya 2002; Luo 2002; Li and Niu 2003; Chen et al. 2004;
He Li 2006). There are still others who consider ‘class’, ‘stratum’ and
‘group’ to be more or less equivalent or undistinguishable, as can be seen
from common expressions such as ‘class/stratum’, ‘class and stratum’, ‘class
or stratum’, ‘class (stratum)’, ‘stratum (class)’, ‘middle class group’, and
‘middle income stratum group’. Because of conceptual conflation and con-
fusion, ‘middle class’ appears to have become a standard term by default.
By contrast, some analysts deliberately distinguish between the various
concepts, particularly between ‘class’ and ‘stratum’, as much is at stake. The
word ‘class’ appears almost exclusively in five collocations in contemporary
Chinese: ‘unpropertied class’ (proletariat), ‘peasant class’, ‘middle class’,
‘propertied class’ (bourgeoisie), and ‘petit propertied class’ (petit bourgeoisie).
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The first two are still acceptable, although they have turned into academic
jargon and are rarely found in official communications or daily conversa-
tions. The last is not used in serious academic discussions but mostly heard
in joking remarks about bohemian or yuppie tastes and lifestyles. These
three terms are the least controversial. It is a different story with ‘bour-
geoisie’ and ‘middle class’. The former, as already noted, cannot be attached
to any group with official endorsement, while the latter is controversial for
ideological reasons, though both Xinhua (The New China News Agency)
and the China Daily now use the term.

From the CCP’s viewpoint, the middle class is a problematic concept and
grouping. For one thing, ‘middle class’ in English versions of the works of
Marx and Engels was sometimes translated into ‘zichan jieji’ (bourgeoisie),
causing much confusion about how the class was perceived by the commu-
nist pioneers (Liu 2006). To this day, the Modern Chinese Dictionary still
defines ‘middle class’ as ‘middle-ranking bourgeoisie’. For another, Mao
equated the ‘wavering middle class’ with ‘national bourgeoisie’, and most of
the groups now included in the middle class would fall into the categories of
‘national bourgeoisie’ or ‘petit bourgeoisie’ in Mao’s classification (1991: 3).

Worse still, some Marxist writers dismiss the middle class as a dubious
Western concept and look upon China’s middle class fetish as a sign of
Western influence eroding China’s political system. Influential Party theor-
ists Qing Lianbin and Zheng Bijian, for example, have criticised the uncri-
tical adoption of Western terminology and the classification of intellectuals
and other white-collar workers as middle class. That practice, Zheng stres-
ses, ‘is bound to degrade, weaken and obliterate the working class’ (11 July
2001). Qing argues similarly that the privileging of the middle class in the
West is meant to cover up class struggle and write off the working class
(2001: 24). According to Zheng, that is why the CCP refuses to use the term
‘middle class’; otherwise, it will fall into the trap set by subversive forces.

That is no doubt an extreme view. But it underlines a prevalent sense of
unease amongst Party theorists and establishment intellectuals about dra-
matically different ‘class maps’ which fail to square with CCP orthodoxy. If,
for example, the intellectuals in all the new professions are considered
middle class, it does mean, as Zheng feared, that they are separated from
the working class, into which Deng Xiaoping clevated them in the late
1970s. It also raises many questions about China’s polity. The questions
might be irrelevant to the average Chinese or academics dwelling on the
middle class alone without referring to its relationship with any other
groupings, but Party theorists must find plausible answers. It is no easy job
given the CCP’s allegiance — perfunctory as it may be — to Marxism, as well
as the workers and peasants.

For these reasons, those steeped in the Marxist approach to class analysis
cannot easily come to terms with the middle class as a concept and a social
reality and mostly opt for ‘middle stratum’, ‘intermediate groups’, ‘middle-
income stratum’, ‘middle-income groups’, and so on. Many social scientists
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prefer these terms too, although for somewhat different reasons. For ana-
lysts who work within official frameworks, these categories are advanta-
geous in that they can be accommodated within the established class
schemes. One way of accommodation is to treat ‘stratum’ and ‘group’ as
constituent groups of classes. It is thus possible for white-collar occupa-
tional aggregates to be labelled ‘middle strata’, while those located in the
middle range in terms of income, purchasing power and so on may be called
either ‘strata’ or ‘groups’.

In this case, ‘stratum’ and ‘group’ are more or less interchangeable, the
only difference being that the former can be a layer of a bigger structure and
the latter, a smaller unit or a largely self-standing grouping classified on the
basis of common interest or other characteristics. At any rate, what matters
is that these categories are confined within the proletariat and peasantry
and are therefore counted, theoretically, as members of the working class. In
consequence, the constitutional polity of the PRC gains a measure of cred-
ibility and consistency, and social stratification, regardless of its scope and
extent, can only be conceived to be intra-class stratification. If there is any
conflict among any of the constituent strata, it is a resolvable ‘internal
contradiction’ rather than one that leads to class warfare.

The problem with that approach is obvious: some new social groups or
strata simply do not fit in the working class. Many businesspeople and
entrepreneurs, for instance, not only rank among the richest in the country
but also own a large amount of property and control the means of pro-
duction within their enterprises. Moreover, if the extraction of surplus value
constitutes exploitation (as many Marxists would argue) it is logical to see
them as exploiters and their employees as exploited. It is surely not easy to
convince the exploiters and exploited that they belong to the same class, not
to mention the fact that very few in China are keen to identify themselves
socially as working class these days. Even if exploitation and conflict are
explained away, there is really no point in this exercise other than main-
taining a semblance of ideological consistency.

A politically safe option is to acknowledge that some portions of the
population no longer belong to the working class and have aggregated into
new strata or groups in the middle reaches of society, while maintaining that
these transitional formations do not constitute classes per se or significantly
change China’s two-class social structure (Qing 2001: 25; Guo Zhenshu
2003: 37; Wu 2004; Shen 2003). This approach makes a virtue of being
vague about the position of the separate groups and their future prospect,
but it goes against the quest for clarity and certainty and therefore holds
little appeal to hard-headed academics.

Another alternative, which has predominated in academia in recent years,
is to discard the concept of class — except for the middle class — break up
the two-class structure, and rearrange all identified social groupings into a
new hierarchy of strata. This alternative is called ‘stratum analysis’ as
opposed to class analysis. Those who take this approach have turned their
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back on ‘class’ not because it has become an outmoded concept that is
‘ceasing to do any useful work for sociology’ (Pahl 1989: 710) or ‘an
increasingly redundant issue’ (Holton and Turner 1989: 194) but because
they believe, like Margaret Thatcher, that ‘Class is a communist concept’,
that ‘it groups people as bundles and sets them against one another.™

Moreover, class struggle has cost countless lives and caused suffering to
millions of Chinese. Little wonder then that, since the 1980s, Chinese
intellectuals called for a ‘farewell to revolution’ — to the violent act of one
class toppling another (Li Zehou 1994; Li and Liu 1995). The thrust of the
slogan is, primarily, the rejection of historical materialism, as it posits a
model of society divided by classes and fraught with class conflict. In a
historical materialist view, individuals are moulded as social beings by the
material conditions of their production and divided into classes based on
their relationship to the means of production (Marx and Engels 1968: 32).
The principal classes do not play complementary roles but occupy different
or diametrically opposed positions in relations of exploitation, domination
and subordination. Hence, Engels speaks of ‘these warring classes of
society’ (Engels 1934: 37). And in the eyes of Marxists, class struggle is not
a bad thing, for ‘No antagonism, no progress.” (Marx 1955: 61).

The rejection of revolution has been carried on in the last decade by
social scientists and translated into specific ways of reconceptualising social
structure and analysing social classes which depart from Marxist approa-
ches, so that society cannot be conceived as comprising warring classes and
class struggle cannot be said to constitute the motive force of history. For
those social scientists, the Marxian concept of ‘class’ is merely a political
instrument for identifying the motive force of the Chinese revolution and its
enemies, whereas ‘stratum’ is a new ‘sociological concept’ to be used in the
analysis and description of actual social structures (Lu et al 2002: 2; Chen
et al. 2004; Li Chunling 2005; Jia 2005).

However, ‘stratum’ is by no means as apolitical as Chinese sociologists
claim; in fact, there is a common perception in China that class analysis is
indicative of adherence to Marxist and socialist principles and stratum
analysis amounts to rejection of these principles (Li Chunling 2005, 100—
101). In that sense, ‘class’ and ‘stratum’ are not only hallmarks of opposi-
tional, analytical paradigms but also a watershed between Marxism and
subversive ideologies. Advocates of stratum analysis typically defend them-
selves by asserting that they are not anti-Marxist, that they prefer ‘stratum’
simply because ‘class’ cannot be understood differently in China from
established connotations (Li Chunling 2005, 100-101; Chen et al. 2004; Jia
Gaojian 2005). They are right about Chinese conceptions of class, but they
are by no means pro-Marxist.

What ultimately sets ‘strata’ and ‘classes’ apart is that the former are
hierarchical or gradational rather than relational. That is, a stratum is
envisioned as a layer of a hierarchical structure, and its relationship with
other strata is gradational, as determined by the possession of economic
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and cultural capital. Since it is not defined in reference to its direct
structural relationship to processes of production and exchange, the
dynamics and actualities of class relations that Marxists envision are
ignored, and the constructed structure might be one of inequality but not
one of exploitation and domination. In other words, relations of conflict are
bypassed in the construction and antagonism is defined out of ‘stratum’.
Furthermore, the issue of class consciousness and action, which is central to
Marx’s work, is circumvented when a stratum is devised on the basis of
objective indexes, such as income, occupation, consumption, education, and
life styles.

From objective to subjective middle classes

Of all the indexes with which Chinese middle classes are classified, the most
essential is income. This has much to do with the Chinese word ‘zhongchan’
(middle-propertied) and the fact that income is probably the most reliable
and quantifiable parameter of the economic position of individuals and
households. For the same reason, consumption is also crucial to most
schemes. A third index is occupation, which is related to both income and
prestige. Education is considered important too, but only if it is positively
correlated with income, consumption, and lifestyles.

As might be expected, the advertiser’s image of the middle class is mostly
associated with consumption and lifestyles. As Li Lin writes:

the moment ones opens the newspaper, turns on the TV, or walks into a
street, one comes face to face with the lifestyle of the ‘middle class’: big
mansions, private cars, fashion, jewellery, famous watches, banquets,
tenpin bowls, golf courses, pubs, and every new trend and every form of
fashion, entertainment and luxury are all marked as ‘middle class’.

(Li Lin 2005: 63)

The advertiser’s message is simple: If you want to be regarded as middle
class, you must own and do these things, which, constructed as they may be,
become objectified as hallmarks of the middle class.

In contrast, income predominates in official schemes. In a 2005 survey,
for example, the National Bureau of Statistics (NBS) defined middle-income
households as having an annual income between 60,000 and 500,000 yuan
(Xinhua 18 June 2005). In a more recent report by the Economic Research
Institute of the State Development and Reform Commission (SDRC) the
‘middle-income group’ included individuals earning 34,000-100,000 yuan
per annum and members of households with a total annual income of
53,700-160,000 yuan (Xinhua 10 May 2007). Those who earn more or less
than this group fall into the categories of high- or low-income groups. Evi-
dently, neither the NBS nor the SDRC refers to ‘middle class’, but their
term ‘middle-income group’ was translated into ‘middle class group’ in
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English, for instance, by Xinhua and is often transformed into ‘middle class’
in the Chinese media.

Unlike advertisers and government agencies, most academic schemes use
composite criteria. The best-known and most elaborate scheme is that of Lu
Xueyi and his colleagues at the Institute of Sociology of CASS (Lu et al.
2002). Based on a nation-wide sample, the team identified a ‘modern’ social
structure comprising three gradational but otherwise unrelated strata
(upper, middle and lower), which were further divided into ten sub-strata.
These include Party-state cadres, middle- and high-ranking managers of
large and medium-sized enterprises, private entrepreneurs, technical and
academic professionals, public servants and office workers, employees of the
service sector, manual and semi-manual workers, agricultural workers, and
the unemployed and semi-unemployed in urban areas.

Using the same dataset, Li Chunling (2005: 490-507), a member of the
CASS team, later classified as ‘income middle class’ those who had a
monthly income ranging from 233.45 yuan to 1,250.02 yuan. The five
middle-stratum occupational categories in the 2002 report were labelled
‘occupational middle class’. The consumption index was the ownership of
major durables, such as 1) coloured TV sets, refrigerators, washing
machines, telephones, mobile phones, stereos, DVD players, air condi-
tioners, and microwaves (1 point per item); 2) computers, video cameras, pianos,
and motor bikes (4 points per item); and 3) cars (12 points per item). Those
who scored 6 points or above qualified as ‘consumption middle class’.

The only operationalised subjective classification criterion was self-
identification; respondents who considered themselves middle class fell into
the category of ‘self-identified middle class’. Some data was collected about
the subjects’ satisfaction with China’s socio-economic situation and their
perceptions with respect to the benefits of reform and to social equality, but
the responses were not differentiated along class or stratum lines, although
there was an expected division between the winners and losers in the reform
(Li Chunling 2005: 339-340).

Overall, 24.6 percent qualified as middle class by income, 15.9 percent by
occupation, 35 percent by consumption, and 46.8 percent by status. Sur-
prisingly, there were some relatively low levels of education behind these
figures — 89.9 percent of those who were identified as middle class by
income only had a senior high school education or below. The figures for
the other definitions were similar — 75.3 percent of those identified as middle
class by occupation, 89 percent of those identified as middle class by con-
sumption, and 92.4 percent of those identified as middle class by status.
This clearly does not resonate well with the perception that the middle class
boasts high levels of education. It is also worth noting that 41.1 and 38.1
percent of the blue-collar workers and 11.5 and 18.3 percent of the farmers in
the sample qualified as middle class in terms of income and consumption.
Even more blue-collar workers (50 percent) and farmers (40 percent) considered
themselves middle class.
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It is evident then that the Chinese middle class identified by the CASS
sociologists is rather mixed, ranging from farmers and blue-collar workers
to the new rich. In terms of income and consumption, the range is too
broad and flexible to give a clear idea about an individual’s socio-economic
position. As an example, there is little comparison between a rich business-
man driving a new Mercedes and a middle-class blue-collar worker with a
motor bike plus a coloured TV and a DVD player. It is also possible that
the self-identified middle class are in error concerning their social status.

Certainly, the CASS scheme is only one of many. Other eminent sociolo-
gists, most notably Xiao Wentao (2001), Li Qiang (2001: 18-19), Zhang
Wanli et al. (2005) and Zhou Xiaohong (2005) have also devised their own
middle class schemes, but these differ little from the CASS scheme and are
far less sophisticated. In any case, although one can easily modify the
quantitative indexes of income and consumption, expand or reduce the
range of middle class occupational aggregates, or have alternative cate-
gories, it is difficult to construct a clear-cut and homogeneous middle class.
This raises many questions: Does such a diverse, objective aggregate as the
CASS scheme constitute a grouping? If so, is the grouping a class? Is it
inevitable for collective consciousness and values to emerge from a grouping
or class? Is there such a thing as class without agency?

These are both theoretical and empirical questions. Theoretically, class
can be defined with respect to positions within the technical division of
labour or the positions within the social division of labour (Abercrombie
and Urry 1983: 109; Wright 1979). Alternatively, a distinction can be made
between a ‘class in itself” and a ‘class for itself’, one which exists as a his-
torical reality and one which has acquired a consciousness of its identity
and a capacity to act (Marx 1955: 195; Bendix and Lipset 1967). This is the
subject of an enormous body of literature. For the purpose of this chapter,
suffice it to say that a class separable from agency is a problematic concept.
As Giddens has put it, if classes become social realities, ‘this must manifest
in the formation of “common patterns of behaviour and attitudes™ and
‘differentiated class “cultures” within a society’ (1973: 111 and 134).

In fact, most Chinese analysts are not just interested in objective but also
subjective dimensions of the middle classes. There is even a habitual ten-
dency to fall back on Marxian structural determinism and to take it for
granted that social structures of various kinds naturally generate common
values and collective consciousness and lead to interest aggregation and
collective action. This reasoning moves from structure to consciousness and
then to action. It is therefore incumbent on them to demonstrate empiri-
cally the attitudinal and behavioural characteristics of the middle classes.
Yet few analysts have gone beyond self-identification and small-sample
interviews in their investigation of middle class subjectivity, and searches in
CNKI and qikan.com, two of the largest journal databases in the PRC,
failed to bring up any in-depth analyses which allow generalisations about
the subjective dimension of the middle classes as a whole.
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Despite the lack of convincing evidence, however, commentators rarely
refrain from making claims about the subjective attributes of what can at
best be described as the objective middle classes. Liberal thinkers and
democracy advocates, for instance, insist that the middle class, like civil
society, is a driving force for liberalisation and democratisation (Chen Shu-
juan et al. 2005: 163; Chen Xiaoya 2002a; He Li 2006; He 2004; Huang
2003: 15; Ma 1999: 110; Sheng 2005). Economists and sociologists argue
that a large middle class with stable purchasing power is indispensable to
economic growth (Chen Dongdon 2004; Chen Xiaoya 2002a; Li Yinin cited
in Lin Li 2005: 64; Tan Yin 2001; and Wu Jinglian and Xiao Zhuoji, cited
in Chen et al. 2004).

China’s social scientists are emphatic that a stable society is an olive-
shaped structure rather than a pyramid-shaped distribution and that the
middle classes should be the mainstream of a modern society (Dong 2003:
19; Huang 2003: 15; Li Qiang 2001: 19-20; Lu Hanlong 2005; Lu et al
2002; Qin Yan 2002; Su 2004: 20; Zhang Jingrong 2004: 81; Zhang et al.
2005: 3, Xiao 2001: 95). Similarly, the CCP believes that the ideal model of
society is an olive-shaped, harmonious and well-off society, with the
majority of the population situated in the middle reaches.

There are hundreds of articles in the PRC’s academic publications which
expound the pivotal importance of the middle classes and the causes of
their importance. It is customarily argued that

members of the middle care are educated, cultured, civilised and creditable;
the middle class, being the most secure and politically moderate, serves
as a buffer zone and bridge between the rich and poor and maintains
social stability;

e the size and characters of the middle class are critical for the establish-
ment of democratic political institution;

e continued economic growth leads to demands for democratic reforms
because the middle class naturally wants a say in government;

e the freedoms associated with liberal democracy are inseparable from the
defence of property and profits by ordinary citizens;

e the middle class cherishes equality of opportunity and transparency in
government decision making, and supports the expansion of civil rights
and political liberty;

e the middle class has the political and organisational skills necessary to
create political parties and other important democratic institutions, and
it is best equipped to transmit, clarify, and endorse the people’s demands.

The list goes on. Their inevitable conclusion is therefore that the middle
classes should be expanded and regarded as role models. Whether the
putative middle class qualities are acceptable or not is quite another ques-
tion; most relevant here is whether the so-called middle classes are the
actual bearers of these qualities. That is an empirical question, and yet the



Downloaded by [Australian National University] at 17:01 27 October 2014

Class, stratum and group 51

articles are mostly long on quotation and short on empirical evidence. They
cite theorists such as Aristotle, Barrington Moore, Huntington and others
who link political stability and democratisation to the presence of a large
middle class, while the ‘middle class’ under discussion largely remains a
phantom, as it either has no objective identity or there is no established link
between the putative subjectivity of the so-called ‘middle class’ and any
constructed schemes.

In other words, the discussion of the subjective dimension to the middle
class is largely speculative, and extrinsic values and characteristics are
imposed on objective social categories or projected onto imaginary group-
ings. This is better described as prescription rather than description, as
political advocacy rather than scholarship. Its purpose is not to give one
some idea about the size, composition or intrinsic characteristics of the
middle class but to promote this class, together with its presumably attrac-
tive qualities, or advocate these values by riding on the wave of the fetishised
middle class.

The middle class and the CCP

In sum, the current structure of Chinese society and its constituting classes can
hardly be seen as phenomena independent of the analysts’ volition and
representation. Indeed, they are nothing but products of the very cognition, the
very intellectual processes through which they are observed, classified,
described and explained. An outstanding characteristic of these processes is
the aversion to class struggle, which is translated into deliberate evasion of
relations of conflict. On the one hand, Chinese analysts are keen to demol-
ish the cornerstones of Marxian class theory; on the other, their description
of non-conflictual, albeit unequal, social relations accords with the Party-
state’s emphasis on harmonious society. They are all too aware that rela-
tional class schemes almost inevitably lead to the identification of cleavage
and conflict, whereas hierarchical and gradational schemes at worst reveal
broad contours of inequality — inequality which can be easily managed and
addressed.

A second prominent feature of the intellectual processes is the cir-
cumvention of class consciousness. The reason for this is not only the
methodological complexity of investigating class consciousness but also the
potential risk of capturing anything which may prove problematic politi-
cally. An additional advantage of this approach is that it enables analysts to
impose presumed appropriate values and ideas on their favourite classes, so
that the latter become models, to be embraced, emulated, nurtured, propa-
gated, and elevated to central stage in Chinese society. In fact, adding
values to the middle classes has been a major part of their construction.

The Party-state may not like the concept of ‘middle class’, but the ‘middle
class’ by some other name is acceptable. In any case, the CCP’s recent
emphasis on social harmony encourages analytical methodologies which do
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not highlight social cleavage and antagonism and discourages those gen-
erating conflict-ridden class schemes and adding to the difficulty of con-
structing a harmonious society. Moreover, its vision of a harmonious
xiaokang society requires the expansion of, and an increasing focus on, the
middle reaches of society. The CCP’s new focus on the middle legitimises
the middle class in effect irrespective of lingering unease, and also means a
shift away from the working class.

Promoting the middle classes in this way is designed to support the
CCP’s legitimacy, as the alleged aim is to expand middle China, enhance
common prosperity, stimulate economic growth and ensure social stability.
Taking advantage of the official discourse, intellectual elites have pro-
moted the middle classes and putative middle class values which may differ
from or even undermine Party-state values. Hence, the official social vision
and the intellectuals’ ideal society have actually converged on common
ground in the middle reaches of society despite their differences. This new
model of society, dominated by the middle classes — by whatever name —
will necessarily differ dramatically from the Maoist two-class structure; so
will the new status order as well as the nature and meaning of social life.
But one thing has not changed; this society is still based on the ‘doctrine of
the mean’ and suggests that the idea of age-old egalitarianism predominates.

Notes

1 According to official reports, the number of laid-off workers is only a dozen
million. See Ministry of Labour and Social Security, National Bureau of Statis-
tics 2001, p. 36. Estimates in internal reports and scholarly papers are much
higher. Wang Depei’s estimate is 60 million (Wang 2001: 25). Hu Angang stated
that China had laid off 55 million people from 1995 to mid-2002 (China News
Digest 9 July 2002). In a 1999 report, some government officials are cited as
saying that the real number of unemployed, including those ‘waiting for work’,
was as high as 100 million (William Overholt 1999). In 2006, there were 120
million rural migrant workers. About 20 percent had monthly salaries lower than
500 yuan (Research Office, State Council 2006).

2 The CCP’s Department of United Front Work coordinates Party policies towards
private entrepreneurs. It used to be the primary function of this department to
liaise with non-communist allies (Ye 2007: 1).

3 The vision of a xiaokang society is one in which most people are moderately well
off and middle class, and in which economic prosperity is sufficient to move most
of the population in mainland China into comfortable means, but in which eco-
nomic advancement is not the sole focus of society. Explicitly incorporated into
the concept of a xiaokang society is the idea that economic growth needs to be
balanced with sometimes conflicting goals of social equality and environmental
protection (Xinhua 10 November 2002.)

4 Margaret Thatcher, cited in Guardian, 22 April 1992. In the words of a Chinese
scholar, ‘the Marxist theory of class may be an effective theory for wars and
revolutions, but it is harmful during peaceful times, as it destroys national unity
and hinders modernization.” (Tang 1989: 5).
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3 Market transition, wealth, and status
claims

Xiaowel Zang

Does wealth contribute positively to status claims in China? The Western
literature on post-1978 market transition in China has not addressed this
question directly. This is surprising since market reforms have provided
scholars with a unique opportunity to study the changing mechanisms of
status attainment in the post-1978 era. Indeed, Chinese social stratification
and mobility has stood out as one of the most developed research fields in
China Studies (Bian 2002; Li and Walder 2001; Nee 1989; Oi and Walder
1999; Walder 1995; Walder 1998; Walder, Li and Treiman 2000; Xueguang
Zhou 2000; Xueguang Zhou 2004).

Much of this large and influential literature has focused on inequalities of
earnings and political power in the People’s Republic of China (PRC). It is
clear that the reconfigurations of social and economic interests during
market transition must have had a significant impact on the hierarchical
orders of influence and esteem in China. But so far, few scholars have
published on the topic. For example, only two journal articles on occupa-
tional prestige in China are listed in SSCI since 1976 (Bian 1996; Lin and
Xie 1988) and there is not a single monograph on status hierarchies in
China by scholars outside the PRC.

This does not mean that status acquisition is an unimportant research topic.
On the contrary, status is a key aspect of social stratification and mediates
many processes by which people are given access to rewards, evaluated, and
directed toward or away from positions of power and wealth (Ridgeway
1998; Webster and Hysom 1998; Xueguang Zhou 2005; Berger and Zelditch
1998; Nan Lin 1990). Status is also seen as an intrinsic component of an
individual’s utility function that ‘has important implications for social and
economic systems because it can provide a powerful motivation to perform;
it also can lead to unproductive competitions’ such as the over-consumption
of positional goods. Status acquisition is a widespread phenomenon as
people ‘in all cultures crave respect and recognition’ (Huberman, Loch and
Ongiiler 2004:103-5). Given its social significance, there is an urgent need to
examine the link between wealth creation and status claims in the PRC.

This chapter addresses that need through a study of entrepreneurship and
status claims. Private entrepreneurs (those who own or control the means of
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production, and offer goods and services in a market for profits) are chosen
for this study since they are a key component of the new rich in China.
Field research shows that when people talked about the new rich, they
invariably referred to private entrepreneurs. They remembered other com-
ponents of the new rich only after being given a reminder. This is not sur-
prising since private entrepreneurs have accumulated a large amount of
wealth and have come to play a high profile role in the Chinese economy.
They have also been intriguingly linked to powerful government officials
and cadres of the Chinese Communist Party (CCP) (McGregor 2005; A
Chen 2002; M W Peng 2001; K S Tsai 2005; Dali Yang 2006).

Nevertheless, it is still far from clear that private entrepreneurs enjoy a
high level of influence and esteem in the PRC. Status acquisition is related
to but distinct from economic resources or structural positions. Weber
stressed that ““mere economic” power, and especially “naked” money power,
is by no means a recognized basis of social honor’ (Weber 1946:180). Are
private entrepreneurs highly regarded by Chinese citizens? What role does
their wealth play in the subjective evaluation of their social standing in
China?

To answer these questions, this chapter first discusses how private entre-
preneurs have been viewed by ordinary citizens in terms of their social
worth in China. Next, it briefly reviews three existing explanations of their
poor performance in status acquisition. It then proposes an additional
explanation of the subjective evaluations of private entrepreneurs in the
reform era. It argues that wealth has not formed an adequate basis for
status claims in the PRC. For convenience, the following terms are used
interchangeably: honor, prestige, respect, social distinctions, social stand-
ings, status, status ordering, status beliefs, status hierarchies, hierarchies of
influence and esteem, and social worth.

To get rich is not that glorious

Communist ideology and the resultant political and economic campaigns of the
CCP resulted in virtually no private businesses in urban China from the
mid-1950s until market reforms were introduced in 1978. Twenty-nine years
later, amazingly, the private sector is responsible for about three-quarters of
economic output and employment in China. Private business people have
amassed a vast amount of wealth in the post-1978 years. It is reported that 25%
of global growth between 1993 and 2001 went to China, fuelling the emergence
of the global middle-class. They and their family members probably do not
exceed 4 percent of the total PRC population, approximately less than 45
million, or less than 0.74 percent of the world population of 6.1 billion in
2001 (A Chen 2002: 410; Edward 2006: 1677; Flannery 2006: 6).

The amount of wealth that the rich in China command can be seen from
a different angle: in 2005, 29.1 percent of the rich (those with cash assets of
USS$1 million in addition to home-ownership) in the Asia-Pacific Region
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were from the PRC, and each had average cash reserves of some US$5
million (Yu Chunlai 2006). Twenty of the 946 billionaires cited by Forbes in
2007 are from the PRC, and the richest Chinese is Yan Cheung from the
Nine Dragon Paper Company, ranking at number 390 in the Forbes’s list
(Kroll and Fass 2007).

On the other hand, unlike Sir Richard Bransom, Bill Gates, and Michael
Dell, Chinese private entrepreneurs have not yet received the level of esteem
and deference their wealth might be assumed to ensure. It is not always the
case that “To Get Rich Is Glorious’ as Deng Xiaoping proclaimed. Findings
from empirical studies are not very encouraging with regard to public
evaluations of private entrepreneurs in terms of social worth. In a survey
(n = 2,351) conducted in five major cities in 1993, for example, respondents
rated private entrepreneurs the highest with regard to earnings but the
lowest with regard to social standing. Private entrepreneurship ranked
seventh out of the eleven career choices. As expected, in the survey, private
entrepreneurs reported a stronger sense of deprivation in terms of political
rights and social status than other social groups such as cadres, profes-
sionals, and state workers (Research Team 1993; Luo and Bai 1994).

As demonstrated in Table 3.1, the results from surveys on occupational
prestige in China conducted in 1987, 1993, and 1999 showed that private
entrepreneurs were rated higher in the prestige hierarchy than social groups
such as junior cadres, technicians, office clerks, factory workers, and taxi
drivers. They were then considered to be in the same league with entertain-
ment stars, air hostesses, and middle or primary school teachers. They
however received much lower prestige scores than social groups such as
middle or high ranking cadres, scientists, and professors. (Xu 2000).

The new rich might have been expected to do a much better job of
making status claims given that China has undeniably moved toward a
market economy with strong consumerism and money fetishism (Croll
2006; Davis 2000c; Latham, Thompson and Klein 2006; Wu 1999; Li Qiang
2007; Zhao Xiao 2006). The size of their assets cannot be held accountable
for their poor performance since, as already noted, these are large even by
international standards. Yet popular money worship and the huge amount
of wealth the private business people have accumulated since 1978 have
apparently failed to attract esteem and respect from the masses.

These surveys were conducted at a time when ordinary citizens were still
willing to learn anger management to put up with rising inequality (Ju
2005; Zhang Dajun 1997). China’s new rich might well get an even lower
prestige score today: instead of having become an esteemed social group for
their economic performance, they have become the whipping boy of the
mass media. They have been blamed for many of the social problems
recently manifested, such as the massive lay-off of state workers, and the
increase in unaffordable housing, and have been disgraced by contrast to
philanthropists in Hong Kong and the West such as David Rockefeller, Bill
Gates, and Warren Buffett. For example, Hong Kong tycoon Li Ka Shing
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was immediately compared favourably with China’s new rich when he
announced a donation of HK$50 billions to his charitable trust, the Li Ka
Shing Foundation on 24 August 2006 (Li Ka Shing 2006). The mass media
have also reported that the China Charity Federation received 75 percent of
its cash donations from overseas contributors, as compared to 15 percent
from domestic donors in the PRC. Media commentators have asked whe-
ther and when the rich in China will learn a better way of spending money
other than conspicuous consumption and the sordid display of wealth
(Nanfang Weekend 2003).

Since 2000, there have been heated discussions on ‘wealth hatred’ in the
mass media and internet. This is a popular term used by ordinary citizens to
reject the legitimacy of the claim to wealth by private entrepreneurs. The
term reflects public anger at or public resentment toward the rich and has
drawn an increasing level of attention from scholars in China and popular-
ity among ordinary citizens (Hong Zhaohui 2004). In these discussions, the
rich have been broadly labelled as the ‘problematic rich’ as their ways of
making money have been portrayed as improper, unjust, or even illegal. A
study undertaken at the end of 2004 found more than 6,000 entries if one
searched on Google for the term ‘the original sin of the rich’ (furen yuanzui)
and more than 20,000 entries if one searched for the phrase ‘the mentality
of wealth hatred (jiufu xinli) (Hong Zhaohui 2004). Replicating these sear-
ches on Google in May 2007 revealed increases in the entries for each to
235,000 and 304,000 respectively.

China’s new rich have been condemned in articles with emotional and
threatening titles such as ‘I do not want to hate well-off people, but I
cannot help since many of them are the problematic rich’; ‘How can I pos-
sibly not hate rich people given the ways they make money?” and ‘It is
unbelievable that Professor Lin Yifu asks us not to hate rich people’ (Pro-
fessor Lin Yifu is a prominent economist and something of a celebrity in
China) (Criticisms of wealth 2005-7). Public anger at the rich has been
more than a threat: since the late 1990s there have been frequent reports
and rumours of kidnappings, ransom demands, and murders of private
entrepreneurs in China (Reports of violence 2004-6). The rich have taken
the threat seriously: according to surveys undertaken by newspapers, many
entreprencurs believe that their wealth has brought them an acute sense of
insecurity (Insecurity 2005-6).

Some scholars outside China suggest that private entrepreneurs have been
constantly haunted by a nightmare of falling prey to seething popular dis-
content resulting from the “unjustifiable’ inequalities and suspect sources of
their wealth. Public anger at the rich may in part explain why private
entrepreneurs seem to have developed a profound sense of distrust in
ordinary citizens and a general opposition to democracy if it means major-
ity rule. They have sought protection from and close association with gov-
ernment officials and CCP cadres (A Chen 2003a; A Chen 2003b). Scholars in
China have made similar comments in the mass media and written articles
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Table 3.1 Prestige scales — Occupations in selected years

Occupation 1983 1987 1993 1999
survey survey survey survey
Mayor 87.9 81.3 92.9
Government minister 82.8 87.0 91.4
Professor 83.8 88.6 87.6 90.1
Judge 80.6 88.3
Court prosecutor 78.4 87.6
Lawyer 84.2 70.8 86.6
Leading cadre in Party or 68.1 77.7 71.9 85.7
government body
Natural scientist 83.8 84.5 75.5 85.3
Translator 67.1 84.9
Social scientist 82.7 83.5 79.2 83.9
Doctor 86.2 80.9 68.8 83.7
Writer 81.7 87.4 67.4 82.5
Reporter 81.1 83.2 66.2 81.6
Director or manager of a 79.4 76.9 81.3
large or medium-size state
enterprise
Industrial or commercial 68.3 63.0 81.1
administrator/tax officer
Singer 55.1 80.1
Editor 83.0 65.2 79.7
Bank clerk 68.7 79.1
Private entrepreneur 67.6 58.6 78.6
Film or TV actor 57.7 60.0 78.2
Air hostess 56.9 78.0
Teacher in public middle or 66.4 70.7 61.4 77.1
primary school
Policeman 43.8 65.7 66.5 76.2
Mechanical engineer 72.4 76.0
Director of small state enterprise 73.6 75.9
Sportsman 62.8 60.4 74.7
Accountant in large enterprise 66.4 60.4 73.4
Ordinary cadre in Party or 63.0 65.5 73.3
government body
Car driver in Party or 59.8 70.1
government body
Cultural self-employed worker 48.5 68.2
Political cadre in business unit 63.9 67.6 66.8
or institution
Industrial or commercial 62.2 48.3 65.7
self-employed worker
Nurse 55.3 66.7 50.2 64.1
Hotel cook 43.5 68.8 60.6
Taxi driver 66.5 50.4 59.5
Postman 46.3 63.0 423 59.1
Bus driver 63.2 67.5 50.4 58.5
Worker in an undertaker’s 50.2 27.1 53.0
Shop assistant 42.1 59.9 334 50.8
Bus conductor 42.1 53.9 41.5 48.7

(continued on next page)
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Table 3.1 (continued)

Occupation 1983 1987 1993 1999
survey survey survey survey

Worker in large or medium-sized 64.8 524 47.4
stated enterprise

Sanitary worker 25.9 54.6 28.5 45.5

Peasant 57.9 28.2 44.7

Worker in town or village 59.3 43.2 44.3
enterprise

Restaurant waiter 39.0 58.0 332 43.5

Worker in small stated 61.4 43.5
enterprise

Worker in collective enterprise 59.5 359 42.7

Employees of self-owned 23.0 37.7
laborer

Housemaid 18.9 49.8 19.1 36.9

Sample size 1,632 753 3,012 2,599

Source: Xu 2000

on this issue. Some scholars such as Lin Yifu have argued that public anger
at the rich is unwarranted and should be set aside. Many others however
have insisted that the rich have only themselves to blame for their bad
reputation (Xiu Yangfeng 2005; Chen Ziwu 2007).

Fieldwork conducted by the author in the past five years in China has
also demonstrated the difficulties facing the new rich if they want to
improve their public image. Many of those interviewed questioned the
sources of wealth of the rich and rejected categorically any claim that
they were rich because of their business acumen, risk-taking behaviour,
hard-work, or sheer luck. The interviewees were completely convinced that
most rich people never made money honestly. They also generally asserted
that the rich were selfish, cheap, heartless, showy, contemptuous, sneer-
ing, and most of all, that they had amassed wealth at the expense of
ordinary people and had no sense of social responsibility and citizenship
(Jones 2007).

The magnitude and intensity of ‘wealth hatred’ have apparently alarmed
PRC leaders and helped them see the urgent need for legal and adminis-
trative measures to protect the rich and their property, resulting in other
things in the enactment of the law on property rights at the Fifth Session of
the Tenth National People’s Congress in March 2007. There have also been
public campaigns to recruit private business people into the CCP. In addi-
tion, President Hu Jintao, Premier Wen Jiaobao, and other top leaders have
repeatedly called for efforts to build a ‘harmonious society’ in the PRC
(Xinhua 27 January 2006). The government efforts seem to have been partly
motivated by the profound public sentiments against the new rich.
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Public anger at the new rich

Why is there such intense public resentment about the new rich? Why have
private entrepreneurs not earned the levels of respect and prestige that has
been achieved by their counterparts in other countries? There would seem
to be three main explanations of ‘wealth hatred’. The first is an ‘original sin’
hypothesis, namely, private entrepreneurs are not held in high esteem
because of the ways they first accumulated their wealth. The public believes
that such individual private fortunes started through a process of primitive
capital accumulation during the 1980s and 1990s based on smuggling,
bribery, speculation, tax evasion, theft of state assets, and illegal business
deals (Larry Hsien Ping Lang 2003; Sun Liping 2005; Wu Jixue 2006; He
Qinglian 2007). How can the new rich be held in high esteem if their money
is considered by the public to be ‘dirty’ and venally acquired?

The second explanation is an ‘inequality’ hypothesis, namely, rising
income inequality is the root of public anger at the new rich in China. One
study estimates that in 2005, the richest 10 percent of the urban population
owned 45 percent of the assets in urban China, as compared with 1.4 per-
cent owned by the poorest 10 percent (Inequality 2005). Another study
reports that ‘less than 1 percent of Chinese households control more than
60 percent of the country’s wealth (by comparison, 5 percent of the house-
holds in the United States own 60 percent of the wealth)’ (Pei 2006a). The
perception of inequality has been heightened by the speed with which the
income gap has widened. It took only twenty-seven years to turn China, an
international example of egalitarianism in 1978, into one of the most
unequal societies by 2005 (Wenren Jiang 2006; Xinhua 17 January 2007).
Conceivably, the collective memory of an egalitarian society and nostalgia
for the ‘good old days’ may have been an almost inexhaustible source of
fuel to public anger at the widening gap between the rich and the poor in
the reform era (Davies 2005; Misra 1998; Yang 2003). Many scholars have
warned that rising inequality has the potential to cause jealousy and even
hatred towards the new rich (A Chen 2002; Hong 2004; Tsai 2005; Yang
2006).

The third explanation is an ‘unkindness’ hypothesis, namely, that the new
rich are not respected because they have not demonstrated their sense of
compassion and social responsibility. In particular, there is concern that the
new rich do not adequately contribute to charitable causes. This is seen to
be unacceptable given the amount of wealth private entrepreneurs have
accumulated in recent years. True, some entrepreneurs have made donations
to charity organizations and sponsored some philanthropic activities, but
these have only further undermined their public image since they are seen to
have given in return for bank loans, fame, protection, and the like (Bai, Lu
and Tao 2006; Ma and Parish 2006).

There is though an additional explanation of ‘wealth hatred’ that is
derived from an examination of the interaction between entrepreneurs and
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ordinary citizens. Private entrepreneurs may be seen in some ways to have
gained profits at the expense of state workers. This argument is examined
further through considering the ideological and economic legacies of state
socialism and how they have brought about a profound sense of injustice
among ordinary people and an increasing level of public anger at the new
rich in recent years.

Ideological and economic legacies of state socialism

After coming to power in 1949, the CCP undertook a series of campaigns
to establish a system of state socialism. This effort reached a milestone
during 1956-8 when the CCP built a centrally planned socialist economy
with the nationalization of the private industrial and commercial sectors.
Urban private entrepreneurship was basically wiped out as the state became
the sole owner of all major assets such as plants, land, and banks. The
public sector controlled the production and distribution of goods and ser-
vices in urban China. It also allocated jobs and careers since there was no
alternative labour market in urban areas. In addition, the government took
care of issues related to welfare and the vast majority of urban people came
to rely on the state sector for their livelihood (Brodsgaard 1983; Ip 1994;
Schurmann 1968; Walder 1984; Walder 1986; Zang 1995).

At the same time, the CCP launched political campaigns to develop
socialist citizenship. These campaigns were inspired by communist ideology,
but also motivated by an economic rationale. China was a backward and
impoverished country in 1949. It lost the major source of capital and tech-
nology for industrialization after the PRC broke off with the USSR in the
late 1950s. The CCP thus came to stress ‘politics in command’ and har-
nessed human labour as the most important resource for economic growth
(Gray 1974; Hearn 1978). It could not use coercion since it claimed to be
the vanguard of the masses, and in any case coercion led to low productiv-
ity. The campaigns for socialist citizenship seemed to be an efficient option
since they could create a belief among the masses that they were the masters
of the PRC.

This may partly explain why before 1978 the CCP created a political
underclass to manage public opinion. Capitalists and other politically
undesirable elements such as landlords were used by the CCP as the nega-
tive example in its effort to model the masses into socialist citizens. The
underclass was publicized as anti-socialist devils, parasites, and self-seeking
(Mamo 1981; So 2002; Watson 1984). In contrast, the ‘new socialist man’
was honoured and exemplified by model citizens such as Lei Feng. State
workers in particular were portrayed as the prototype of the ‘new socialist
man’ (Braester 2005; Li, Lin and Zhang 2004; Reed 1995; Shirk 1982).

The campaign for socialist citizenship was supported by a new mobility
regime that established political loyalty as the benchmark to determine
rewards and life chances. Political loyalty was measured by the willingness
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to follow instructions from one’s supervisor and through ‘good class’ back-
grounds such as those derived from being a CCP cadre or manual worker.
The mobility regime advanced the careers of the ‘good’ classes at the
expense of others such as capitalists and landlords (Bian 1996; Goldman
2005; Lee 1978; MacFarquhar and Schoenhals 2006; Perry and Li 1997,
Rosen 1982; White 1974). The campaign for socialist citizenship and the
new mobility regime brought about a widely held belief among the masses
that they were the masters of the PRC.

This belief system reinforced the workers’ commitment to the socialist
cause and was strengthened by various government policies. For example,
there was a well-established ‘replacement’ (dingti) system in the state sector
though it was not formally recognized until 1978. This bureaucratic proce-
dure allowed a state worker to retire early from his or her work-unit in
order for his or her child to be assigned a job in that same unit (Chris-
tiansen 1992; Davis-Friedmann 1985; Hung and Chiu 2003; McLaren 1979).
This practice, together with other government policies, reinforced state
workers’ belief that they were the masters of the PRC. More concretely, they
believed that they de facto owned their work-unit collectively.

These ideological and economic legacies of state socialism have led to
unforeseen consequences for market reforms. As noted, the state sector
controlled much of the urban economy after 1957. A few private businesses
survived on the periphery of the socialist economy, such as hawking and
small catering, but they were only a supplement to the state economy. Like
the informal sector in other developing societies, peripheral economic
activities were never going to generate a good profit margin due to low entry
barriers and thus their intensely competitive nature. They are unlikely to
account for the current success of private businesses. It is more likely that
private businesses have expanded at the expense of the state sector since the
latter controlled virtually all urban assets when market reforms started in
1978. In other words, the growth of private businesses has been partly based
on their ability to turn state assets into private property.

The economic interests of the urban working class were rooted in the
state sector, and these interests were reinforced by the widely held belief that
state workers were the masters of the state and that as such they collectively
owned units of state property, such as their workplace. If the assets of the
public sector were encroached upon by private entrepreneurs, the urban
working class might legitimately feel that they were losing out on a large
scale. In addition to arguments about ‘original sin,’ inequality, and unkind-
ness, it is then possible that public resentment of the new rich is also an
example of working class interest articulation in a zero-sum game

Post-1978 wealth creation as a zero-sum game

The CCP changed its policy to permit private entrepreneurship in 1977, as a
transitory arrangement to deal with urgent unemployment issues in urban
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arcas. The state economy was greatly weakened during the Cultural Revo-
lution of 1966-76 and was unable to continue to function effectively as an
urban employment agency. This problem was compounded with the return
to the cities of nearly 18 million ‘educated youth’ whom the CCP had sent
to rural areas during the Cultural Revolution (Bernstein 1977; McLaren
1979). Urban unemployment threatened social stability and the political
legitimacy of the CCP. The government thus modified its policy toward
private businesses to create a new labour market for urban unemployed
youth. While the CCP clearly defined them as the main beneficiary of the
new labour market, lower status people such as ex-criminals, workers with a
low-paid job, and rural peasants took advantage of this policy change since
they could not otherwise find a better job elsewhere in the cities (Gold 1990;
Szelenyi and Kostello 1996).

Individual businesses

Unexpectedly, in the early 1980s, these low status people became the back-
bone of a small or ‘individual business’ sector (getihu). By then the CCP
had managed to place most unemployed urban youth in either the state or
collective sectors. These individual business people were marginalized
because of their humble origins and poor educational attainment. Many
urban Chinese pointed out that only those without a better alternative
would start an individual business of this kind. Starting an individual busi-
ness was not a popular career choice because the small-scale enterprises
operated outside the state sector. That meant that neither owners nor
workers had career prospects, job security, medical insurance, subsidized
housing, fringe benefits, or pensions. Nor were they entitled to welfare pro-
visions such as grain and cloth rations, housing, pension schemes, and
labour insurance since these were either non-existent at that time or
controlled and distributed by the government to state workers. State work-
ers might receive less cash income than those working in individual busi-
nesses, but the overall value of the compensation package in state
employment greatly outweighed that for individual businesses and private
entreprencurship.

Individual businesses were also not respected because they often relied on
trade speculation in making profits. They had no choices since the state
monopolized all other urban economic activities, but historically specula-
tion was not an accepted business behaviour. This Confucian belief was
greatly reinforced by the CCP’s communist ideology privileging production
and labour. Under state socialism, redistribution allocated goods among the
people and was not meant to be a means of profit making. It is thus not
surprising that most people could not appreciate the potential for private
entrepreneurship to make a meaningful contribution to society. Rather, it
was widely regarded as a zero-sum game in which individual businesses
parasitically made easy money at the expense of honest working people.
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Equally important, individual businesses were not admired precisely
because state workers enjoyed a higher status as masters of the PRC, as well
as the fruits of the state monopoly over the urban economy. Individual
businesses had to spend a far greater amount of time and energy than state
workers to earn a living. They had to compete with one another in a labour-
intensive market with low barriers to entry. They were not able to derive a
large profit margin from their small-scale businesses. In most cases, the
individual business was simply a hard way of earning a livelihood. This may
explain why few if any of these individual business people have become part
of the exceptionally rich in China today (Hong 2004). These businesses have
been described as ‘ventures that can never grow beyond 10,000 yuar’. This
may also explain why during the first decade of reform, most accounts of
individual businesses by non-PRC observers described how they lived and
worked at the bottom of urban society, and how they suffered from low
self-esteem and a lack of respect in China’s cities (Chan and Unger 1982;
Gold 1990; Hershkovitz 1985; Solinger 1984).

New opportunities

A new group of private entrepreneurs emerged after 1985. In that year, the
central government encouraged state enterprises to increase their outputs
after fulfilling the state production targets. They could sell surplus products
in the market and keep the profits, though they had to find the raw mate-
rials for the increased production themselves. This policy aimed at boosting
industrial production and quickening the pace of market growth. It quickly
led to an imbalance between the demand and supply of some commodities
and raw materials. State firms received regular quotas of raw materials at
planned prices from the government to meet the state production targets.
They paid higher prices in the market for additional raw materials with
which they produced surplus products for revenue (Hare 1990; Qian 2000;
Tsang and Cheng 1997; Wu 1987; Zhang Xiaoguang 1998).!

This brought about a dual-track price structure in which the same com-
modities were priced differently between the planned economy and the
market. For example, in 1988, one ton of steel sold for 700 yuan in the state
sector and 1,500 yuan in the market. In the same year, a ton of coal sold for
70 yuan in the state sector and 170-210 yuan in the market in Shanghai.
Other examples of the price differences included the different interest rates
for bank loans and exchange rates for foreign currencies.

Under the dual-track price structure, it was possible to earn profits by
increasing production with high-priced raw materials. A more efficient way
of profit making was to pocket the price differences between the state sector
and the market. The key was the ability to obtain official quotas from the
government. Many players were drawn into this market — it is estimated that
nearly 41 million people (43 percent of the total labour force in the tertiary
sector) participated in business activities related to the dual-track price
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structure by 1988. This was because participation in this market did not
require capital or technology. The transactions dealt with official quotas
rather than commodities. Business decisions did not entail substantial risks
since the goods were in strong demand in the market.

The strong demand in the market determined hefty proceeds from the
dual-track price structure. One study claims that the price differentials for
commodities, bank loans, and foreign currencies between the planned and
market sectors were worth 200 billion yuan in 1987, which was not a small
amount since the total revenues the PRC Government collected in that year
were 1,000 billion yuan. In 1988, the price differentials grew to 357 billion
yuan. In a comparative perspective, this figure was worth almost 30 percent
of the state revenues in that year. Another study claims that the total pro-
ceeds from the dual-track price structure were worth nearly 40 percent of
the state revenues in 1988 (Wu Jixue 2006). Still, another study asserts that
the total profits from profiteering in the 1980s were equal to 600 billion
yuan (Private entrepreneurs 2007).

Who were the main beneficiaries of the dual-track price structure? Most
players in this lucrative market were individual profiteers, although some
state units also jumped on the bandwagon. Unlike individual business
people, these profiteers were well-educated, worked in prestigious govern-
ment offices and firms such as state trading companies, and were mostly
children of high-ranking officials (Hu Xiaopeng 2004). In retrospect, this is
not so surprising since the new market had a high barrier to entry, in con-
trast to the competitive nature of the small commodities market that char-
acterized the operation of individual businesses. Only those who were
connected to leading officials could have privileged access to valued goods
controlled by the government.

In spite of their noble family origins, good education, and the large
amounts they had earned from the dual-track price structure, these profit-
eers were referred to as daoye, a term of denigration that implied a negative
image of hooligans. Their business activities were colloquially referred as
‘official racketeering’ (guandao): the unscrupulous combination of specula-
tion and political power (People 2005). The profiteers were not respected
since they were seen to have made money through illegal or more accurately
improper connections to officials rather than through sound business deci-
sions, private investment, and the exercise of business acumen.

Equally as important, the profiteers were seen as parasites since they
made money by exploiting state assets, viewed as communal property by the
citizenry. In their eyes, profits from the dual-track price structure should be
part of state revenues rather than private wealth, or at least the profits
should be shared more widely with the collective owners of public property
in some way. In this sense, these profiteers were seen to be involved in a
zero-sum game with the rest of society since their gains were balanced by
everyone else’s losses. The possibility that these profiteers would then be
regarded as admirable was almost necessarily low.
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Land developers

Starting in the late 1980s, another group of private entrepreneurs emerged
from large-scale land speculation. The whole process started after the gov-
ernment gave a green light for the development of a real estate market in
urban areas, using it as a major catalyst to quicken the pace of capital
accumulation and market reforms (Yeh and Wu 1996; Lin and Ho 2005;
Wu Fulong 1997; Wu Fulong 1999; Zhu Jieming 2005). Most players in the
land market are private developers, who have reaped monopoly profits since
the supply of land (especially land in good locations) has always been lim-
ited. It is difficult to discover the extent of their earnings. Indirect evidence
suggests that on an annual basis, the government suffered nearly a 12 bil-
lion yuan loss of land taxes through speculation by private developers.
The dual-track price structure produced some millionaires. In comparison,
the real estate market produced all kinds of millionaires and also ‘China’s
first billionaires and even a few trillionaires’ (Hong 2004; Pei 2006a; Walker
20006).

As with the dual-track prices market, the real estate market has a very
high barrier to entry since it is capital-intensive and requires access to land.
Only those who are well connected to leading cadres are able to participate
in the land market since the state owns all the banks and land. Local offi-
cials have sold lands to their family members, friends, and others related
through various kinds of personal ties at give-away prices. They have also
helped developers obtain low-interest loans from state banks under their
jurisdiction.

The twelve largest real estate developers in Guangdong Province are
reported to be the children of high-ranking officials. In Shanghai, nine out
of the ten largest real estate developers are said to be the children of high-
ranking officials. Children of high-ranking officials also control thirteen out
of the fifteen largest construction companies in the city (the other two are
state firms). In neighbouring Jiangsu Province, all twenty-two of the largest
real estate companies and the fifteen largest construction firms are owned
by children of high-ranking officials. High-ranking officials in this context
refers to those working as or retired from working as leading cadres in the
central and provincial-level governments (Jones 2007; Children 2006).

Private developers have not earned a great deal of public esteem. They
too are seen as having relied on illegal or improper connections with offi-
cials for their business success. They are not seen to have invested their own
money, made sound business decisions, or borne any business risks. In the
unlikely event that their business should fail, the wider expectation is that
local officials would order the banks to write off the loans because of the
developer’s connections. Again, this is seen as a zero-sum game. The devel-
opers gain against everyone else, since the developers have mortgaged public
assets (loans from state banks and state land) to their own benefit. Private
gain is balanced by public loss since neither the state nor the broader citizenry
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have benefited from the land speculation. Ordinary people have in some
sense borne the loss collectively.

Unlike the emergence of a dual-track price structure in manufacturing
and processing that had a relatively minor impact on ordinary citizens, the
development of the real estate market has victimized a large group of
people. Land has been an essential source of income and a way of life for
farmers. They have been a primary victim of land speculation as much of
the land for real estate development has come from previous farmlands.
According to the Research Center for Development under the State Council
of the PRC, by 2004, farmers in China had lost 200 billion yuan in land
expropriation (Cody 2004a; Hong 2004; Pei 2006a; Walker 2006). Residents
in designated urban renewal areas who have often been forcefully removed
from their neighbourhoods with inadequate compensation have also been
victims of similar processes. Local officials seem not to be hesitant to use
coercive measures to expropriate land in return for personal gains, or as a
means to support the business goals of their family and friends (Tanner
2004; Li Fan 2006; Xia Yunfan 2004; Du 2005).

Land speculators have not only misappropriated public property for per-
sonal gain but also amassed wealth at the expense of individual citizens. It is
reported that it has become harder for PRC homebuyers to buy a home
than their counterparts in the rest of the world. The greed of private devel-
opers has been blamed for artificially high housing prices. The housing
market has become one of the ‘three new big mountains’ (along with health
care and college education) that have developed beyond the reach of ordin-
ary people. Many citizens have asked why they have to pay high prices in
the real estate market since they have housing rights and the land belongs to
the state and the people (Shen 2006; Niu Dao 2006; Slaves 2007).

Former state managers

The rise of private developers has been accompanied by the growth of
another group of private entrepreneurs, the former managers of state and
collective enterprises. They may not have the support of powerful officials
that private developers have enjoyed, but they are seen to have been equally
aggressive, grasping, and vicious. More numerous than private developers,
the harm they have inflicted on the urban citizenry is regarded as more
widespread and personal.

The fortunes of these former managers started to develop in the late
1980s when the majority of state firms still operated on a non-profit
making basis. Profitability was not a goal of these firms since they were part of
the state sector and hence survived through government support. These
firms had become a liability rather than an asset for the government. The
government decided to transform most of these firms into ‘shareholding’
companies in the hope that once workers and managers became the share-
holders of their firms, they would do their best to improve efficiency. The
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transformation was arranged in such a way that most workers received
some shares and retained their jobs, while managers became the major
shareholders of the firms (Hong 2004; Zang 1995).

The firms turned into shareholding enterprises in this way stayed within the
state sector since the introduction of shares was meant to be a mechanism
of income-distribution among employees and to encourage efficiency rather
than a means of creating private ownership. The firms remained poor per-
formers in the market since, unlike private firms, they still had to provide
expensive health care, housing, and pensions to their employees. Moreover,
the government was ultimately held responsible when they could not pay.
Consequently, after 1998 the government moved toward further privatiza-
tion. In a similar process to Russia’s ‘shock therapy’ (Fish and Choudhry
2007; Holmstrom and Smith 2000) managers and some private business
people bought the firms from local officials at a huge discount. The
common view is that this was the result of their interconnectivedness and to
their mutual benefit. The discount was justified by the fact that the firms
were losing money. Managers used the same reasoning to buy shares owned
by workers at a cheap price. Of course, once the firms became their private
property it became possible for them to make workers redundant with a
relatively small lump-sum payment (Hong 2004; Cai 2002; Cai 2005a; Chen
Feng 2000; Chen Feng 2006; Giles, Park and Cai 2006; Solinger 2002).

The former state managers have taken full advantage of the existing
equipment, land, and business networks of the firms they purchased. Land
has been the major windfall, since many state firms were located in areas
that have become the central business district in many cities.

These former state managers leading these new firms may have caused
greater public outcry about the emergence of the new rich, more even than
attends the individual business people, the profiteers, or private developers.
Individual businesses supplemented the urban economy and provided urban
residents services that were unavailable at that time. The economic activities
of the profiteers did not directly bring them into contact with ordinary
people, and their activities almost certainly increased industrial production.
Private developers have been guilty of land expropriation, but they have
improved living conditions in cities, and entry into the housing market has
been largely voluntary. The gains from the zero-sum games they have been
involved in have come from the redistribution of public property. Ordinary
citizens have experienced the losses as a community rather than as individuals.

The former state managers now leading recently privatized firms have in
contrast taken on the interests and livelihoods of urban people on an
unprecedented scale. They have dispossessed state workers in ways that
seem to threaten the vast majority of urban people. Their gains are balanced
directly by the losses suffered by state workers. Unlike the outcomes of the
previous rounds of primitive accumulation, many state workers have lost
their jobs and been thrust into urban poverty through privatization.
Ordinary people have experienced the losses as individuals rather than as a
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community, and the poor’s hostility towards the rich has escalated steadily
since 2000 (Hong 2004; Cai 2002; Cai 2005a; Chen Feng 2000; Chen Feng
2006; Giles, Park and Cai 2006; Solinger 2002).

There is considerable antipathy to the new rich, and particularly to the
various categories of private entrepreneurs. At the same time, some indivi-
dual business people have earned respect from ordinary people because of
their entrepreneurship. In particular, some are regarded as ‘intellectual
businessmen’ since they have derived their profits from the high-tech world
(Kwaku, Li and De Luca 2006; Li Haiyang 2006; Watkins-Mathys and
Foster 2006; Zhao and Aram 1995). They are admired also because

The overall sense of social responsibility and business integrity are evi-
denced in this group’s dutiful tax payments in 1998 that amounted to
2.25 times more than those rendered by all the other private enterprises
combined. The government policy to support the development of high-
tech industries in China ... have lessened the bureaucratic obstacles for
this group to obtain administrative approval of their entrepreneuring
undertakings, hence their limited need for engaging in rent-seeking.
(Hong 2004: 30-1)

Wealth and status

Status acquisition is a key variable in research on the new rich since it is
closely related to their lifestyles, cultural behaviour, and consumption pat-
terns. It is also a key component of social stratification in any society. Yet
little has been written on wealth creation and status acquisition in China by
Western scholars. Through examining the status performance of private
entrepreneurs, this chapter has sought to narrow this knowledge gap. It
shows that wealth itself is inefficient as an explanation for status claims in
post-1978 China. Instead, public resentment against the new rich seems to
be widespread and pronounced.

Why has wealth not brought honour and respect for private entrepreneurs
in China? The answer is clearly not the small size of their wealth since it is
large even if measured by international standards. Nor are Chinese citizens
the kind of people who do not care about material pursuits. A plausible
answer is that money is only one of the determinants of esteem and influ-
ence. Indeed, social science research indicates that subjective assessments
are mainly social influences (Martin 2002: 864). Public anger at the new rich
in China can be best understood by reference to the fact that only social
behaviours seen as appropriate or legitimate receive deference, prestige, or
social status, and vice versa (Zhou 2005).

What then might be the social behaviour of the new rich that is unac-
ceptable to ordinary people in China? Existing explanations have generally
cited the ‘original sin’ of the new rich, rising inequality, and the reluctance
of the rich to contribute to charitable causes in the PRC. While these
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explanations are certainly important, this chapter has offered an additional
explanation to the pattern of public reaction towards the new rich in China.
Private entrepreneurs and ordinary people were in a zero-sum game. The
argument is that the state was the sole owner of major assets in the PRC
before 1978. Through market transition public property has been gradually
privatized. This process has been implemented by the controller of state
assets, the CCP, which has thus brought to privatization a zero-sum nature:
those who are connected to government officials and CCP cadres can amass
wealth through privileged access to state assets, whereas those who are not
are the losers.

The new rich have not then gained higher social standing for two reasons.
First, many private entrepreneurs have accumulated wealth through large-
scale appropriation of public property, or they would not be where they are
today. But making private profits at the expense of state assets is unac-
ceptable to the ordinary citizens in any country. This may be especially the
case in the PRC since ordinary people have been socialized to take their
(previous) status as masters of the PRC for granted. Public property is
regarded as belonging to the state and ‘the people’ — the collective owners
of state assets — by definition. The ideological legacy of state socialism has
encouraged ordinary people to view the fortunes of the new rich as evidence
of the theft of ‘communal’ property such as official quotas for valued
goods, bank loans, and land.

Second, the economic interests of state workers were grounded in the
state sector because of the state socialist system practiced before market
reforms were introduced. Chinese workers were dependent on the state
sector for employment, housing, health care, retirement, and welfare gen-
erally. The economic legacy of state socialism has determined that privati-
zation of state assets is seen not only to have trespassed into public
property, but also to have encroached on the very economic interests and
livelihood of urban residents.

Both of these reasons would seem to explain why public anger at the new
rich appears widespread and pronounced in the PRC and why ordinary
people are so sensitive to the ‘original sin” and the lack of generosity. There
has been the primitive accumulation of capital in other societies, notably
Hong Kong, Taiwan, and Mexico. However, in the PRC the zero-sum
nature of primitive accumulation of capital is crystal clear. Unlike in non-
socialist societies, the PRC state and ‘the people’ were the only owners of
wealth before 1978. It is also clear that market transition has involved a
process in which public property has been channelled into private hands.
Ordinary people in the PRC have better reasons than their counterparts in
non-socialist societies to believe that the rich are rich because they have taken
from the state and the people. The ways private entrepreneurs encroach on
the interests and livelihoods of ordinary people in non-socialist societies
are far less direct and consequential than those of their counterparts in
the PRC.
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‘Wealth hatred’ in the PRC may nonetheless prove to be a temporary
phenomenon since it has resulted through the transition from a state econ-
omy to a market economy. Privatization of state assets and thus the zero-
sum game have more or less come to an end. With laid-off state workers
being replaced by the next generation of urban workers, public anger at the
rich may recede in the near future as the economy has grown and the live-
lihood of ordinary people has improved. Private enterprises may also pro-
vide more employment opportunities and become more involved in public
affairs and charitable causes. As the PRC intensifies its efforts to develop a
knowledge-based economy, the number of intellectual entrepreneurs may
grow, and that too may improve the image of wealth and the new rich in
general.

Note

1 The dual track price system was annulled in March 1997.
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4 Richer than before — the cultivation of
middle-class taste

Education choices in urban Chinal

Stephanie Hemelryk Donald and Zheng Yi

Many in the English-speaking world regard the middle classes as the drivers
and guarantors for their vision of modernity, democracy, and freedom. This
is especially the case when they view societies and polities in transition from
authoritarianism, as is the case in China. However, the ready assumption
that the middle classes are a universal phenomenon is almost necessarily
challengeable and certainly requires greater interrogation of the concept in
China.

Who are the Chinese middle classes? Whilst, it could be argued that the
PRC has always had a leadership class in its cadre corps, and that China
had a significant urban elite pre-1949: managers, state administrators,
intellectuals, emergent media stars, and business people, our argument is
rather different. Although it is the case that there are crossovers between
those of wealth and leadership, between economic sectors of pre-1949 and
post-1980, and indeed that the Asia New Rich phenomenon of the 1990s
has both pre-figured and contributes to the current ‘middle market’ none-
theless we would suggest that it is important to note a break between those
historical conditions and the present time. The group we are interested in
includes some of the ‘new rich,” some leadership cadres and some intellec-
tuals, but it is neither defined nor limited by those categories. Defined in
socio-economic terms as the ‘middle market;’? the creative intellectuals, the
entreprencurs, and the managers of state and private enterprise may all be
seen as members of this emergent class-grouping; but how are they defining
themselves; through their tastes, their expectations, and their cultural cre-
dentials? How do these ‘urban elites’ seek to consolidate their position
through the choices they make in their everyday lives? This question should
ring through contemporary debates on the manifestations of China’s trans-
formation to a market economy; from the formal power it maintains as a
regional leader, to its growing informal power as a source of young, talented
professionals able to work across the Chinese-speaking and, increasingly,
English-speaking worlds.

Our key question of how taste is asserted in China is premised on another
fundamental but very complex question: how is class constructed in a post-
socialist environment? Any answer requires a number of approaches from
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questions of politics to issues of culture. One also needs to acknowledge the
presence of external influence and local habit, particularly where people and
state are engaged in an accelerated process of internationalisation. In that
process there is also strong national sentiment, exemplified in an emphasis
on the fundamentals of Chinese ‘cultural spirituality’ (jingshen wenming)
and ‘civilisation work’ (wenming gongzuo). In this chapter therefore, we
examine the development of a self-conscious middle class aesthetic or ‘taste
structure’, through discussions on education and lifestyle choices amongst
people who may be rich, or may simply be, in an increasingly common
phrase at least on the streets of metropolitan China, ‘richer than before.’

Richer than before

China’s economic revolution has induced profound changes over the past
quarter of a century. Many of these changes are social and cultural in
character. They are evident in massive re-organisations of everyday life:
urbanisation and forced re-settlement, vast internal migrations, and the
restructuring of industry, agriculture, and the military (for a snapshot of
many of these phenomena see Donald and Benewick 2005). There are other
signs of change, however, which suggest that, at least in the most affluent
provinces, cities and population clusters, stability is possible. These signs
include the rise of personal property (particularly in light of the National
People’s Congress’s March 2004 and 2007 statements that certain sorts of
personal land ownership are now permitted); increasing access to world
media and advanced communication systems (Lee 2003); relaxation of rules
for tourist visas for overseas travel; the development of Chinese cultural and
creative industries and the luxury ‘branded’ goods market (J. Wang 1996,
2004); and an explosion of private schooling for privileged single children
(Lin 1999).

The creation of wealth is now a major aspiration for individuals and
families, and, whilst access to Party influence is still highly prized, it is often
for reasons of business rather than for purely political advantage (Gore
2000, 135). Even small townships are eager to show that the ‘quality’ (suzhi)
of their population is equal to the demands of international investors
(Anagnost 1997, 76-80). Meanwhile, the new rich and middle-income
earners are providing a stable market and population base for China’s
future development, and are doing so in step with Party-State priorities for
speedy development within the frame of ‘harmonious society’. At the same
time, the pinch on those who are richer than before but not rich enough is
reflected in the joke going round Beijing. China’s policies are often pro-
moted in numbers: ‘the three represents’ was a Jiang Zemin coinage to
describe the productive, cultural and populist agenda of the CCP in 2000.
Now, less officially, the ‘three difficults’ are property, education and health,
all drifting beyond the price range of many whose middle income cannot
keep up with a cost structure that allows luxury before infrastructure.
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In such an environment, it is not surprising that social structures are now
very different from the categories employed in Maoist ideology (Brugger
and Kelly 1990; Goodman 1994b), and even from the actual categories of
privilege and power that obtained before 1976 (Walder 1994). The era of the
bourgeoisie, the workers, the peasants, and the intellectuals, supplemented
in practice by further divisions of cadre and urban privilege, has largely
gone. Now, whilst urban residency and Party influence have retained, and
even increased their socio-economic potency, new descriptive categories are
required in order to understand how Chinese society works.

However, social re-classification in post-reform China would be mis-
understood if it were conceived simply as a ‘natural’ process brought about
by the market, by internationalisation, and domestic reform (Glassman
1991; Hsiao 1993). As Robison and Goodman have argued (1996b, 8-9)
there is little evidence that the Chinese middle-market consumer will follow
the paths of neo-liberalism and mediated civil society (Rodan 1998). Indeed,
the historical contingencies of their emergence as a group suggest otherwise:
the growth of the middle-income consumer class, or the ‘new rich’ (Fan
2000) in China is not historically equivalent to the emergence of a middle
class as understood in a liberal political economy (Buckley 1999). Further-
more, the average middle income professional and business player is far too
dependent on the security of the state and on Party influence to have any
interest in risking political activity or opinions that would jeopardise his/her
financial and social futures (Goodman 1996; Rodan 1996).

Where there is dissent and organised opposition in China, it tends to
arise either as religious populism (Perry 2002), or through the dissatisfac-
tion of low-income workers (Lee 2003), the environmentally disadvantaged
(Jing 2003), and the unemployed (Z. Wang 2003). Neo-liberal democratic
aspirations are confined to relatively small groups of intellectuals (C H.
Wang 2003) and in interrogations of popular culture (Link et al 2002).
There are, of course, individuals who protest land grabs, the environmental
costs of development and the dangers of under regulated food production.
These people are, like activists the world over, an extremely small percentage
of the total population. However, as the 2005-2007 ‘nail-house’ case illu-
strated, they are drawn from those with property to protect as much as from
those with nothing.? Perhaps the ‘three difficults’ are a sign of the political
consciousness of those who feel cheated by the promise of reform, but they
are also indicative of the rising expectations of those who have profited by
entreprencurial opportunities. That said, the middle classes, or, rather, those
that have an income, or sufficient intellectual capital, to match or gesture
towards their aspirations, have not necessarily made the Habermasian con-
nection between wealth, the costs of new living standards and democratic
access to power assumed in European liberal philosophy.

For some, of course, the ‘three difficults’ do not apply. More than 50
percent of the residents in the upmarket Beijing Riviera gated community
are local Chinese. Residents admit that the Chinese population tends to be
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secretive about their business interests, and to pay in cash for very large
properties with guaranteed security. Whilst Beijing Riviera contents itself
with Singaporean trained guards, buyers of newer and even more presti-
gious developments nearby (one sited where the arms trading arm of the
Chinese Government was formerly based) have UK security. This includes
full handprint recognition on entry. This development is typical of several
luxurious settlements off the Jingshun Road outside Beijing’s centre. It is
co-owned by a Singaporean management company, and boasts both local
facilities: ‘the club’, ‘the pool’, ‘the gardener’ and imported brand names,
the most prestigious of which is the k-12 Dulwich College which is situated
on site and on a nearby campus. The children are bussed direct every
morning and come home for homework, nannies, and swimming lessons. So,
whilst some are content to be ‘richer than before’, others are in a different
league altogether.

Theories of taste formation

We suggest therefore that the rise of the Chinese middle class(es) is a pro-
foundly important example of new class formation and Utopian aspirations
in a post-socialist society, but that its sustaining ambitions cannot be
assumed from international versions of a similar relative income group. This
‘middle class’ is a catch-all phrase, that neatly sidesteps previous categor-
isations which are now of little practical advantage in China, rather than an
indication of homogeneity. In our interviews with young professionals, stu-
dents in elite universities, and creatives, it is those who are extremely well
off who are usually referred to as the new rich or the middle classes. How-
ever, as conversations proceed, the interviewees themselves claim to have a
middle class sensibility, even though they vehemently deny being ‘rich
enough’. This sensibility they suggest, consists of openness, understanding
of international developments and a modern approach to education.
Meanwhile, in interviews in a gated development outside Chengdu, with
those who are indeed rich — and aware of that fact — the same ‘sensibility’ is
demonstrated and referred to. In this set of conversations in Chengdu, the
mainly thirty-something residents of Luxehill were unanimous on several
points, not just with each other but also with students and young people
elsewhere who denied being well off at all. Choice, lifestyle and differentia-
tion were all available to these people in varying degrees, and schooling and
an environmentally sound home for their family was the common way in
which it found expression. Several were parents, and put their children’s
education at the forefront of their agenda. So, whilst in terms of both
income and social behaviours, there are many strains and strands of the
phenomenon of a ‘middle market’, nonetheless, whether underpaid public
servants or business professionals in highly successful enterprises, their
actual choices, and the reasoning behind those choices, were remarkably
similar.
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School is a central tenet of class formation and maintenance (Hunter
1988). Curriculum, values and pedagogy all combine to an image of how
the child may be formed as an educated and acculturated subject within an
emergent social formation. In the Experimental School for Foreign Lan-
guages in Chengdu, for example, children are enrolled as boarders in order
to accelerate their English language learning and to develop their chances as
‘culture champions’ in national exams. The school is expensive although it
is modelled on the local system, and so has acquired exclusivity. The
Headmaster in 2006 felt however that this school was especially favoured by
parents because it combined excellent education with an opportunity for
children to network with future peers in the world of public service and
business opportunity. In the same city, the Golden Apple kindergarten is
alternately lauded as a model of international education (children tend to
speak three languages before they leave for primary school) and reviled as a
super-¢lite institution that separates children from the real world. The wife
of one of our ‘rich’ interviewees at Luxehills was emphatic that, whilst she
had decided to send her daughter to Chengdu’s American international
school, because it had a more relaxed approach to education and home-
work, she would never have submitted her to Golden Apple!

Siegfried Kracauer’s critique of culture and class in 1933, when he saw in
the ‘pleasure barracks’ of Berlin, the symptom of an ‘ideological home-
lessness’ of the salaried masses (Kracauer, 1998, 88-90), is useful here. His
work and the observations inform the idea that, whilst new social forma-
tions may resemble equivalent groupings elsewhere, they are very unlikely to
be more than superficially similar. Rather, what emerges is an amalgam of
expectation, emulation and aspiration, of which the models and origins are
diverse and contradictory. For Kracauer, ‘the deeper moral [of reading
matter for the salaried masses in Berlin] ... is obviously to inculcate in the
so-called middle class the conviction that even with a modest income they
can maintain the appearance of belonging to bourgeois society, so they have
every reason to be content as the middle class’ (1998:90). Kracauer’s
observation of the transition to modernity in the Weimar Republic, helps us
identify and analyse the structures of taste that induce contemporary post-
socialist contentment and thereby sustain and deepen the category of the
middle class in urban China without necessarily challenging a political
status quo.

The groups in question are different in character and location, and
income. Kracauer was less interested in the haute bourgeoisie (arguably on
a par with at least the richer members of our target group here) than in the
middle to low income salaried urbanites who were finding their way in the
‘new’ German city. But the focus of his inquiry is nonetheless related to our
question of class and taste. He noted that people made cultural choices in
order to establish themselves as a recognisable and compatible group. Like-
wise, we suggest that choices in education and lifestyle are an expression of
class formation that may yet include a wide diversity of people and income
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levels, who are either not — or no longer — willing or able to accept the
label of élites, leaders, or intellectuals. ‘Middle-class’ is then a catch-all
self-identifier that serves an immediate social purpose. Yet its conditions for
existence also require that the idea of this class alliance designs its own taste
structures and opportunities, making reality from necessity.

In 1963, E. P. Thompson made his classic intervention in the discussion
of class analysis when he defined class-formation as ‘making’ rather than a
structural determination (Thompson 1966). For Thompson, ‘class’ as a
historical phenomenon is not a ‘structure’ or ‘category’ that exists as an ‘It’
with ideal interest or consciousness, but something which happens in human
relationships. However, Thompson’s application of the historical longue
duree still looks too much like an inevitable, if not simply ‘natural’ process.
It is unable to provide a model for understanding class-formation as a
Utopian project, the outcomes of which remain to be imagined and shaped
rather than emerging as ‘a result of common experiences’ inherited or
shared (Thompson 1966:9). Dror Wahrman usefully extends this notion of
‘making’ to a vision of a middle class-centred society-as-myth. He argues
that the importance of the category of ‘middle class’ as a social and histor-
ical conceptualisation is not that it denotes a palpably distinct social stra-
tum, but that it plays a central role in organising social and political
experience (Wahrman 1995). Furthermore, in recent work on Euro-Amer-
ican history and society, especially that defined as new historical studies or
cultural politics and poetics, there has been a steady increase in the atten-
tion paid to the ‘shaping’ and ‘fashioning’ of class and social identification
through cultural practices (Kidd and Roberts 1985; Wolft and Seed 1988;
Radway 1997; Harrison 1999).

Taking the lead from these (predominantly British) studies, and using the
kernel of Thompson’s notion of ‘making’ and Wahrmann’s radicalisation of
‘myth-making’, we are building on Bourdieu’s analysis of how socio-cultural
relations are cultivated, lived and embodied, how they take on a particular
form, which correlates with, but is not reducible to, economic capital
(Bourdieu 1989). We suggest that, since both distinction and seduction of
the mainstream are the very premises of this Chinese circumstance, trans-
formational cultural consumption should be understood neither as social
palliative (Latham 2002) nor heroic self-affirming expression. Rather it
describes a very particular post-socialist Chinese ‘situation’ where social,
cultural, political and economic forces, including the Party, the State and
multinational capital, intersect and jostle for legitimacy and success.

We suggest therefore that seeing the limitations of the cultivation and
range of middle class taste in China affords a necessary differentiation
between political ambitions and social and economic aspirations. Schooling
choice is both starkly new in the Chinese context and yet also working on a
continuum from the longer tradition of Confucian education, emulation
and ‘person-making’ (xiusheng yangxing) (Hall and Ames 1987: 229; Evans
and Donald 1999).
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Choosing a school

If we argue that the middle classes of modern China are both ‘richer than
before’, but also in many cases not yet rich enough to avoid the ‘three dif-
ficulties’ or so rich as to be destroying the very taste structures offered as an
aesthetic alternative to revolutionary purity or unrefined consumer display,
what might we expect will train taste and tempt expenditure? One set of
visual clues is offered in examples of the school prospectus. The particular
prospectuses are for schools in metropolitan centres, whose very existence is
contingent on the high incomes of a large enough, but still élite, group of
consumers. Whereas the Experimental School in Chengdu was expensive,
nonetheless we met ex-students whose parents were ex-academics, or rela-
tively small-scale business people. The much glossier international schools
are much more exclusive to the seriously rich. Nevertheless, the prospectuses
collectively echo the symptoms of high-end modernity in a nation still
oriented towards development and deep educational value; lifetime learn-
ing, and private education. Where Kracauer describes a disciplined pursuit
of leisure as the key strategy for class-making in Weimar Germany, in China
there is a stronger emphasis on access to special educational advantage.
This is again not quite the same as the ‘extra activities’ fetish central to
contemporary first world middle class society and cosmopolitan privilege,
but the direction is similar.

Kracauer’s trilogy of intent: conviction, contentment and the appearance of
belonging; remakes itself in the school prospectuses, where the con-
temporary Chinese prioritisation of intellectual capital, the pursuit of taste, and
the accession of class-through-(targeted) leisure is played out for parents.
Conviction lies simply in the power of money and education combined to
produce a ‘classy’ future for one’s child. Contentment resides in the sense that one
has done everything one can for that child, that the child’s everyday
experience is ‘richer than before’. The appearance of belonging is more
complicated however. Exclusive schools in metropolitan centres compete for
the children of highly paid urban professionals, educators, private and state
managers, and entrepreneurs. In order to do so effectively, they have become
adept in selling an idea of distinction (youwei) and cultural caché (wenhua
qingqu) along with the national priorities of comprehensive learning (quan-
mian jiaoyu) (Gu 2001) and social quality (shehui suzhi). In the private
school prospectus, the value of education is no longer simply about helping your
child to precious university places in a very demanding educational envir-
onment (Zhu and Hao 2001). It is also a ticket to participation in China’s
new status as an internationalising market (Keane 2003) especially when many of
them will select education outside China at tertiary level. At the same time,
the prospectus re-invents educated Chinese finesse as culturally discrete from
the blandishments of global taste and MacDonaldisation (Ritzer 2004).

The peculiar genre of the school prospectus combines images of class
embodied in well-dressed and uniformed children (different uniforms for
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numerous occasions in some cases), homilies on the values of comprehen-
sive education with an emphasis on English and technology, and a fetishi-
sation of classroom spaces and infrastructure. It does not take much
imagination to see a decided link between these forced landscapes of
achievement with the posters of the revolutionary era, where children were
similarly posed as the successors to a perfected modern future. The uni-
forms are often modelled on English public school or French Lycée styles,
with kilts and tartans in abundance. Where the school is part owned by an
existing élite institution (such as Dulwich College) in London, the colours
in their publications are muted. Bottle greens and navy blues seem to
emphasise quality and tradition. The crest is much in evidence. Where the
school is ‘borrowing’ (one assumes) the class clout of an international
brand a crest is deployed, although its provenance is highly dubious. The
‘Eton Montessori Kindergarten’ is an example of this interface between the
‘idea of class’ and class itself. As one British expatriate parent ruefully
noted: ‘Eton would expect us to come to them, surely?’

This semiotic surface of internationalisation hints at the very deep
expectation that all such schools will produce internationalised (that is
English speaking) graduates for the international business job market. This
is of course quite different from the political posters of the 1960s and 1970s,
where children are primed for the long revolution, although one could draw
a connection with the tendency at that time to show children in formation
with other international revolutionary cultures and aspirants, specifically
those of Africa and South America. Again, the representation was frankly
unconvincing, but the political intent and underlying convictions were in
earnest. Belonging is thus a multi-faceted value, in which the child belongs
to the international regime of executive business opportunities (Devine
2004), to a local rubric of national development and culture, and to an
imagined world of class betterment and global status.

In these publications the answer to the leading question, ‘who are the
Chinese middle class at a crucial point in China’s post-socialist develop-
ment?” thus revolves around capability and the job market, culture and
national pride. This Chinese middle class, an educated élite, represents a
powerful regional grouping in terms of trade, cultural influence, and indeed
the prevailing national imagination of China itself. This is in part a planned
outcome. The activities of ‘choice’, and ‘education’, especially in the Chi-
nese context, are not simply functions of individual behaviour, but are also
matters of planning and implementation as well as cultivation at the level of
Party policy and involving direct intervention by the State. The emphasis on
‘harmonious society’, in Party pronouncements since 2004, is also an
emphasis on ‘contentment’. Or, as Kracauer reminded us from a failing
republic, the deeper morals served in the soothing of ‘ideological home-
lessness’, are those of a state in the throes of chronic transition.

Ian Hunter’s thoughts on the teaching of distinction (1988) are a reminder
that the socialisation of the adult follows on from the education of the
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child. Hunter’s grave estimates of the planned pedagogies in the governance
of cultural character underline the real political constraints inherent in middle
class aesthetics and taste, and the ways in which ‘education’ and ‘choosing’
encourage, elaborate and cultivate a Utopian set of social distinctions which
support a national agenda.

There is coincidence here with Bourdieu’s distinction of the three differ-
ent forms of taste dynamics (Pinches 1999:34) and his assertion that the
culture of the middle-class (or petit-bourgeoisie) is by necessity an ‘inter-
mediary’ between the ‘legitimate’ taste or ‘high culture’ and the ‘popular’
aesthetics of the working class (Bourdieu 1989: 247). The historical vision
and aesthetic underpinning of the project of contemporary Chinese cultural
class transformation, as tested by the new ‘middle-brow’ reading materials
(in this instance by the promises of selective and élite private schools) is the
contesting ground for the ‘high’ and the ‘low,” or, more accurately, for a
transformation of both to something unknown.*

China class — global class

Globally, there is significant and renewed interest in contemporary class
formations, as dramatic economic, social and cultural changes arise from
globalisation and from upheavals in post-socialist societies, and in the so-
called ‘late-developing’ regions (Hann 2002; Chua 2000). This interest is
particularly evident in post-colonial scholarship, and in Chinese Studies.
From India to Peru, scholars have joined the search for adequate models for
understanding and representing social and cultural history. They have con-
ducted empirical and theoretical investigations into the creation of class
structures in a fractured modernity (Joshi 2001), the vision of middle class
centred society (Torri 1991), and the ‘idea’ of the middle class (Parker
1998). Over the last decade, scholars of China have also increasingly
rehearsed the significance of social classification and political differentia-
tion. They have offered critical evaluations of recent Chinese political and
intellectual debates (H Wang 2003; CH Wang 2003; Zhang 2001; Huters
2003; Davies 2001); and have mapped out the political economy of social
structural change and the emergence of new social forces in reform and
post-reform China (Goodman 1994b; Unger 1994; Hendrischke 1994; Gu
and Kelly 1994). They have commented upon the historical legacy and the
global situation of post-socialist Chinese nationalism in relation to social
classification (Zhang 2001; Zheng 2003), and the formation of post-reform
China as a consumer society (Robison and Goodman 1996b; Fan 2000). In
a closely related field, researchers of the Asia-Pacific region have provided
illuminating theoretical elaboration as well as empirical studies of the cultural
configurations, consumer behaviours, economic success and social status of
the Asian new rich (Young 1999; Chua and Tan 1999). Most of these studies
are anthropological, sociological and politically oriented, although cultural
studies researchers are also paying attention to contemporary Chinese
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popular culture (Tang 2000; Liu 2004; Dai, 1999) and have elaborated the
complicated relationship between the new Chinese cultural industries and
what might be called the emerging ‘society’ or ‘public sphere’ (Dirlik 1994;
Dutton 1998; Donald 2000).

Despite this volume of work, it remains a significant challenge facing the
field of contemporary Chinese cultural studies to understand how the
intersection between, on the one hand, the social and cultural spheres and,
on the other hand, areas of political and economic development and power,
creates contemporary transformations in social structure. By noting school
promotional materials, we can see hints of the sometimes rather aggressive,
construction of a select readership which is thereby offered a stake in the
‘mainstream of world civilization’ (Sun Liping 1996: 19). The theoretical
ground is not steady however. Bourdieu’s theorisation on ‘cultural capital’,
on ‘class tastes and life-styles’, as well as his notion of ‘habitus’ (Bourdieu
and Passeron 1979; Bourdieu 1989) are indispensable to our current
understanding of cultural practice and class-formation, although we must
re-formulate cultural capital to take note of the actual circumstances of a
Chinese middle market, of Chinese culture and aesthetics, and of Chinese
priorities and experience. Similarly, when we use Kracauer’s ethnographic
techniques in elucidating how people are experiencing class, ‘spiritual
homelessness” and a paradigm of self-education through ‘choosing’, we do
so recognising that Weimar Berlin, and urban China in the twenty-first
century, are not one and the same place. Or indeed, modern Britain: would
for instance a Chinese parent recognise the crest, the brand-name ‘Dulwich’
‘Harrow’ ‘Eton’, or the colour ‘bottle green’ as the best semiotic evidence of
educational quality? How reliant are they on international league tables — as
clearly is the case for top Universities across the world market of higher
education, where one of the league tables comes out of Shanghai — or word
of mouth about what constitutes ‘a class education’? And, why does a
British education constitute class in the first place? Certainly, many well-off
parents in Chengdu were uncertain. They trusted the Chinese system and
felt that it was tried and tested for quality. International schools were new,
market interventions with no track record in China. Therefore, if they did
choose them for their children, it was because of their more relaxed
approach to education not for their traditions in European class privilege.

The cultivation of class is variously understood as a political project, as
an economic reaction to changing circumstance, and as an unmanaged
historical trajectory determined by the rise of capital. We are arguing here
for a theory of the formation of class as an aesthetic intervention; one
which is characterised by activity and performance — what we might term ‘a
contingent identity’, but which is also dependent on a series of gate-keeping
economic and political activities at the level of the state, what we term, ‘a
necessary identity’. In this sense, the management of identity is canvassed
through the deployment of taste structures, which return a bounded
middle class sensibility that refuses the vertical bleeding of class and
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experience from the immediate past to the aspirational present. This refusal
is necessary to the overriding political project that underpins and is formed
through Chinese economic reform, a project of conservative social develop-
ment and barely regulated capital production. These bounded and quite
unadventurous taste structures are concerned in the instance of education
just considered both with the reproduction of a tasteful self (through the
choosing of élite education for one’s children). What is sought here is a
nationally acceptable version of internationalised experience, mediated
through more or a version of educational design and textual form, and yet
good enough to constitute a sensation of belonging to the realms of ordered
and careful adventure, so clearly introduced in Kracauer’s work: ‘one
works-council member defends rowing because it brings people into contact
with Nature’ (104).

Questions of choice and taste

The critical reflections, which we have put forward in this chapter include
the ever-necessary determination on the transferability of international (in
this case, European) categories of descriptive judgement to Chinese social
and cultural conditions and contingencies. Should we, for example, pursue
micro-studies of class formation as entirely separate from over-weaning
Eurocentric and Anglo-American assumptions of how middle classes access
and maintain their status and habitus? Or, might we expect that an analysis
of the level and nature of state support for class stability, based on the
production of an aesthetic sensibility amongst middle-income earners, will
tell us as much about global trends towards selective gentrification as it does
about the changing nature of Chinese social capital? Our argument is that
the making of class is itself a transferable notion, but one which does not
carry any necessary political outcomes, conditions or formative stages. That
is, in order to attain nuanced understandings of the socio-cultural ambitions
of an aspirational, commercially productive, and property-driven group,
glossed as the Chinese ‘middle-class’, we must be both locally intuitive
whilst open to clues gleaned from the post-modernity of early capital. This
is therefore to suggest an anti-Marxist materialism that challenges the
inherence of democracy, autocracy or even apathy in the achieved contentment
of middle class experience.

The significance of this hypothesis is both theoretical and pragmatic.
Current socio-economic usages of the term ‘middle class’ in reference to China
are somewhat misleading, and an approach foregrounding socio-cultural
choice and the cultivation of taste will greatly improve our capability to
understand China’s present and future society. This is particularly impor-
tant given the impact of Chinese professionals, students and business people
in global societies, and particularly within Asian and Pacific populations.
This chapter has offered a brief sketch of our working conception of the
appropriation of international theories to contemporary Chinese conditions,
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noting that the application is inspirational and referential, rather than
exact. The contingency of time, location, and cultural histories make any
absolute rendition of experience untenable. Nonetheless, we would contend
that the rise of the salaried masses, contemporary semiotic manifestations
of the Englishness, and the emergence of a modern Chinese middle class are
comparable cases of class formation, seen in the context of a national history
and nationalism in a moment of chronic transition.

Notes

1

This research is supported by the ARC Discovery grant: DP0665537, The Culti-
vation of Middle Class Taste: reading, Tourism and Education Choices in
Middle Class China.

In addition to the concept of the ‘middle classes’ (zhongchan jieji) (as discussed in
Ch.2) state publications also refer to ‘affluent society’ (xiaocang shehui) and ‘the
salaried classes’ (gongxin jieceng).

The nail house was a property in Chongqing which was targeted for demolition
having been in a family’s possession and occupation for over forty-five years. The
owners refused and mounted a two year campaign to resist. A compensation deal
was reached only after adverse publicity for the developers in the wake of the
property law debate in the 2007 National People’s Congress.

To fully understand these contentions and their implications, we also refer to the
scholarship (Johnson et al. 1985) on the traffic between the ‘elite’ (ya) and
‘popular’ (su) cultures in Ming-Qing China, when social mobility, reclassification
and cultural re-orientation were similarly cast as the signs of the times.
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5 Corporate CEOs as cultural promoters

Colin Hawes

The CEOs and other senior executives of large corporations, both state-
controlled and privately-managed, are an influential group among the new
rich in China. However, the majority of these corporate executives are not
content to be seen merely as materially rich: they also wish to become cul-
turally rich too, and to raise the cultural level of their employees and even
of their customers. Culture in this context refers primarily to high culture
activities such as literature, art, architecture and philosophy, but also to
more popular cultural forms such as television dramas if they have a
didactic purpose beyond mere entertainment.

This chapter examines the phenomenon of senior corporate executives as
cultural promoters from three aspects. First, it considers the frequent
attempts by corporate executives to represent themselves as cultural con-
noisseurs, through composing poetry, practising Chinese calligraphy, spon-
soring literary and artistic publications and exhibitions, and through
quoting traditional Chinese philosophy. Second, it describes the cultural
activities that many large corporations organize for their employees, which
are aimed at promoting ‘spiritual civilization’ among those employees and
creating a ‘harmonious’ environment within the workplace. Third, it shows
how some corporate executives, particularly in the real estate development
business, are attempting to educate their newly rich customers in how to
adopt a cultured lifestyle, or working with local governments to promote
cultural ideals through the popular media. The chapter concludes by
examining the various reasons for this fixation of corporate executives on
culture, which range from political pressures to business factors and tradi-
tional Chinese concepts of the ‘scholar merchant’ (rushang).

Corporate CEOs practising culture

In the early 1990s, the PRC government withdrew much of its funding from
state-sponsored literary journals. There were hundreds of these journals
throughout the country, many connected with provincial Chinese Writers
Associations, and many were extremely popular among educated readers.
But with the growth of competing forms of popular entertainment in the
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1980s such as television and commercial films, these literary journals lost
most of their subscribers, and the government decided they were no longer
effective as a way to reach the hearts and minds of the Chinese people. So
the government set these literary journals loose and required virtually all of
them to become self-supporting. Desperate for money to keep their journals
going, many editors turned to business corporations. In return for receiving
generous funding from these corporations, prestigious journals like Beijing
Literature ran advertisements, and more surprisingly, they even agreed to
publish poetry by the CEOs of their corporate sponsors. To give just one
example, on the back cover of the January 1994 issue of Beijing Literature,
one finds an advertisement for the Beijing Badaling Tourism Corporation,
and inside the back cover is a classical-style regulated verse poem by Qiao
Yu, General Manager of the Corporation (Kong 2002: 111-22).

The enthusiasm among corporate executives for writing and publishing
their poetry at first sight seems to have little connection with their business
concerns. But it is quite a common practice even today. So much so that in
2005 the Beijing Six Classics Arts and Culture Institute and the World
Chinese Poetic Association announced the publication of a Chinese Entre-
preneurs Poetry Anthology (Chinese Entrepreneurs 2005). Corporate execu-
tives with poetic tendencies have also banded together to form their own
societies. In June 2007, in the industrial heartland city of Changchun, in
Jilin Province, an Entrepreneurs Poetry Society held its inaugural meeting
with several dozen local businesspeople in attendance. The Society’s stated
mission is to ‘promote creative exchanges and explorations among entre-
preneurs and poets, and to raise the creative level of entrepreneurs who love
to write poetry’ (Jilin Daily 2007). Clearly, these CEOs and businesspeople
want to be viewed by the world not just as generous patrons of the arts or
good corporate citizens, but as expert cultural practitioners themselves.

Not all Chinese CEOs are proficient at writing poetry (although a sur-
prising number like to recite classical-style poems whenever one gives them
half a chance). Instead, they may prefer to practice brush calligraphy. Many
Chinese companies publish corporate magazines, and the titles of these are
often written in flourishing calligraphic strokes by their CEO. For example,
the masthead of the China Metallurgical Group Weekly News was written in
fluent running script by the firm’s CEO and Party Secretary Yang Chan-
gheng. The practice of asking an authority figure to inscribe the name of a
newspaper or magazine with a brush, and then using the calligraphy as the
masthead, is a well-established cultural tradition in the PRC. The characters
for the PRC’s leading official newspaper, The People’s Daily, were originally
written by Mao Zedong, and other Communist leaders have written the
mastheads for numerous newspapers and magazines over the past few dec-
ades (Kraus 1991: 11-13). An inscription by an authority figure is a sure
sign that the contents of the publication have been endorsed by that person,
and that the author may be protected by that person. At the same time,
being able to write well with a brush is also evidence that one is cultivated
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and self-disciplined, and therefore worthy of being a leader (Kraus 1991:
72-4). Corporate CEOs are clearly emulating these aspects of Chinese lea-
dership tradition by writing out the titles of their company magazines in
traditional-style calligraphy.

Corporations also ask visiting Chinese political leaders to write calli-
graphic inscriptions to show their support for the firm’s work, and these
inscriptions are often posted up in the corporate headquarters and even on
the corporate website. See, for example, the series of calligraphic inscrip-
tions by various visiting dignitaries such as Wen Jiabao and Jiang Zemin on
the website of China Unicom, a major telecommunications service provider
(China Unicom). Some CEOs adopt a similar practice when visiting the
different divisions of their own companies. Liu Suisheng, Chair and Party
Secretary of the Datong Coal Mining Group, regularly writes calligraphic
inscriptions to commemorate various company events, and some of these
are posted under Liu’s profile on the China Enterprise Confederation web-
site (China Enterprise Confederation (n.d.)). As with poetry, CEOs have
also formed calligraphy societies to share their work with likeminded busi-
nesspeople. One example is the Shenzhen Entrepreneurs Society for the
Study of Calligraphy and Painting, established in 2006. The Society’s web-
site displays a generous selection of traditional-style artworks and calli-
graphy by its forty-two members, most of whom are high-level executives in
Shenzhen’s major business corporations (Shenzhen Entrepreneurs).

Even CEOs who do not have the time or inclination to master traditional
arts like poetry and calligraphy may display their cultural awareness by
portraying themselves as philosophers, using ancient Chinese wisdom to
guide their business and life choices. When Zhang Ruimin, CEO of the
Hai’er Group, one of China’s most successful white goods manufacturers,
was asked by a reporter what was the most important thing for CEOs to
understand, his answer was: ‘I’'d say philosophy.” He then quoted two
phrases from the Daodejing, an ancient Daoist text, and applied them to
contemporary management situations (Hai’er Group (n.d.)). Clearly, Zhang
wants to be seen not just as a highly successful business manager but also as
a deep thinker.

One would not expect to come across such CEO-philosophers in the
ruthless and cutthroat world of Chinese real estate developers. But Pan
Shiyi, Chair of the high-profile and enormously profitable SOHO China
Corporation, also claims to be an enthusiastic reader of Daoist and Bud-
dhist texts. According to an article in the online magazine China Today:

In recent years Pan Shiyi has been doing two things: continually build-
ing houses, and reading [ancient texts] such as The Book of Changes,
Diamond Sutra, and Laozi’s Daodejing. They contain thousands of
years’ accumulation of wisdom and profundity. When talking about
reading these works, his face lights up, ‘When creating anything one
needs inspiration, and the real estate industry is no exception. I get
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inspiration from reading ancient books, especially The Book of Changes.
I get new ideas each time I read it.” Pan says that as he is busy dealing
with the temporal all day, he can get spiritual sustenance from reading
these texts in the evening

(Zhan 2003).!

Pan almost goes as far as suggesting that his money-making real estate
deals are a sideline to his real ambition in life, which is to be an enlightened
sage:

Since 1990 I have made new friends, under whose influence I became
interested in Buddhism and Zen. For a time I was obsessed with these
philosophies, and there were books on Zen everywhere at home and in
my office. One night I had a dream. In it a voice told me that enlight-
enment could be attained simply by being happy and maintaining a
good humor. This had great impact on my character. I now believe that
wisdom can come naturally in the course of being happy and humorous

(Zhan 2003)

Some CEOs prefer to create their own pithy sayings distilling the essence
of management, whose style is reminiscent of the Analects of Confucius.
Zheng Jianjiang is the CEO of the AUX Group, one of China’s largest pri-
vately managed electrical goods manufacturers. He has a page on the
Group’s website entitled “The Way of the CEO’ (Zongcai zhi dao), which
includes wisdom such as the following:

The character ¢i [in giye (business enterprise) is made up of the ele-
ments ren (people) and zhi (stop)]. So if you take away the ‘people’
everything will ‘stop’. People are the crucial link that allows the enter-
prise to survive and grow.

On Fresh Flowers: There has never been a flower that did not wither.
Growth and decay, change and substitution are historical laws. The
only way to attain success is by using rational reflection to extend one’s
life cycle

(Zheng Jianjiang)

Some CEOs have reacted against this philosophical and cultural posing
by their peers, arguing that it serves no useful purpose and it merely
obscures the actual performance of the company’s business. Ning Gaoning,
CEO of the COFCO Group, decries what he calls the harmful ‘literary
tendency’ of Chinese corporate executives: ‘When describing their
companies . .. they like to tell a lot of “stories” that have nothing to do with
the company’s management, and turn business operations into “literature”
(Ning 2006). Instead, Ning declares, companies should present plain facts
and figures about their strategies, market segments, research, and
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development just like ‘international corporations’ so that investors and
other stakeholders can gain a clearer idea of whether the company is per-
forming well or badly.

Of course, in a different socio-political environment such as Australia or
the United States, Ning’s criticisms would be perfectly reasonable. But as I
will argue in the concluding section of this chapter, there are rational and
utilitarian explanations to justify the very literary and cultural preoccupa-
tions of CEOs that Ning attacks so roundly. Before doing so, however, I will
examine two other ways in which CEOs promote culture.

Promoting culture among corporate employees

The CEOs of China’s largest corporations do not just practise culture
themselves; they also enthusiastically promote cultural activities among
their employees. This occurs in three major ways.

First, CEOs encourage employees to contribute to in-house corporate
e-magazines or cultural forums on corporate websites.> Some magazines
even offer annual prizes for the best employee contributions. These are
not limited to creative writing, but may also include employees’ paint-
ings, calligraphy and photography too. The first issue of Tengen People, the
e-magazine of the Tengen Group, a privately managed electrical instrument
manufacturer, explains the function of these magazines in flowery
language:

Tengen People ... brings variety to our work lives. It is a spiritual har-
bour, a fragrant meadow of ideas, and a stage to display our talents and
wisdom

(Tengen Group 2005)

Few Australian or Anglo-American companies would describe their in-
house magazines in such lofty and culturally-imbued terms.

The second way that large Chinese corporations cultivate their employees
is through formal educational programmes — sometimes called ‘universities’.
Not content with merely providing practical skills training and business
administration classes, these programmes also generally include cultural
classes to help employees grow into rounded human beings. One report on
such a cultural class held by Huawei Technologies in 2005-6 lists the following
eclectic selection of texts studied over the past year: The Analects of Con-
fucius; a video entitled Europe and the Modern Age; Sun Tzu’s Art of War;
selections from the Bible; and Zen: The Chinese Transformation of Buddhism,
by Peking University Professor Tang Yijie. (Huawei Technologies 2006).
Employees found studying these texts worthwhile because they ‘opened up
new perspectives, helped them control their impulsive tendencies, gave them
ideas to apply in their work, and allowed them to have spiritual exchanges
with their workmates’ (Huawei Technologies 2006).
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Some employee interpretations of Tang Yijie’s text on Zen Buddhism are
also given in the report. They display an interesting mix of practical and
spiritual concerns. For instance, employees interpreted the Zen practice of
sitting meditation as follows:

Normally we face a lot of work pressures, but if we take a bit of
time to sit and meditate when we get up in the morning or before
we sleep at night, ... it will greatly help to relax our bodies and
minds, and allow us to maintain a happy mood ... Even though our
understanding of Buddhist principles may be limited, couldn’t we
treat our work as a form of spiritual cultivation? ... No matter how
busy and tiring our work becomes, we should do our very best to
maintain a peaceful heart and try to seek out beauty in our lives
and work

(Huawei Technologies 2006)

The third way that Chinese companies attempt to raise employees’ cultural
awareness and build their characters is through getting them to repeat cor-
porate mission statements and songs, and to engage in various group activ-
ities and contests organized within the corporation. The words of the
mission statements and songs generally praise the company’s values, its
wonderful family atmosphere, and the joys and privileges of working there.
Often they have very moralistic content: one must not only be an efficient
and reliable employee but a good person too and a patriotic Chinese citizen.
For example, the Company mission statement, or ‘declaration’ of the
Tengen Group must be recited every day by all its employees. Some of the
phrases in this declaration include:

Each new day is full of hope.
Our lives must have purpose,
And our work must be well planned.
Today’s work must be finished today:
We must not waste any precious time in our lives.
Let us use our determined will to conquer difficulties and correct bad
habits,
And let us use our industrious sweat to create a glorious future.
As self-improving and self-confident Tengen employees,
The ideals in our hearts will certainly be realized!
(Tengen Group)?

The constant repetition of such slogans is clearly designed to drum these
positive sentiments into employees’ heads. The company songs have a simi-
lar effect. They are often set to revolutionary tunes and sung by massed
corporate choirs, to get the employees whipped up into a frenzy of enthu-
siasm. The company song of Guanghui Group, a privately managed con-
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glomerate based in the Western province of Xinjiang, is based on a tune
entitled ‘March of the Chinese People’s Liberation Army’.* It contains
uplifting phrases such as:

Guanghui is our stage:
On which we can display our youthful talents.
With our singing we tell the world about our miracles,
And with our wisdom we create the future ...
Fearlessly we mold the spirit of Guanghui’s employees;
We are the generation that will build a new century
(Guanghui Group 2005a).

While corporate mission statements do not strictly belong to cultural
activities in the elite sense, they share with corporate songs the aim of
encouraging employees to feel an emotional connection with the firm and a
sense that their work has a broader social meaning. Other cultural activities
organized by corporations clearly have a similar purpose. For example,
among the activities put on by Guanghui Group during 2006 were the ‘I
belong to Guanghui’ speech contest; the Healthy Seniors Variety Show (in
which retired employees were the performers); and the Annual Guanghui
Talent Show (Guanghui Group 2005b).

One important point to note is that while corporate CEOs doubtless have
a strong influence on the kinds of employee cultural activities that take
place, the Communist Party branches that are established within the vast
majority of corporations frequently take a central role in organizing and
promoting such activities. I will discuss the significance of this Communist
Party involvement further in the concluding section below. Before doing so,
however, I will describe one more area where Chinese CEOs have acted as
cultural promoters.

CEOs promoting culture among customers and the wider community

Some high-profile CEOs are not content with merely developing and dis-
playing their own cultural prowess, or even with promoting the cultural
betterment of their employees. They wish to have a broader impact on their
customers and the Chinese public. Therefore, they transform the launches
of their new products into cultural events, and claim that customers who
buy these products will miraculously create a whole new cultured lifestyle
for themselves.

Obviously, certain kinds of products and corporations are more suited
than others to this form of cultural packaging. Chemical fertilizer producers
or industrial power-tool manufacturers may be hard-pressed to persuade
their customers that they are buying into a whole new cultured lifestyle. But
this technique seems especially suited to real estate developers, and it is one
way that they can distinguish themselves from their competitors. Here is a
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description of the cultural approach adopted by Pan Shiyi to market his
company’s SOHO New Town development in Beijing:

Pan Shiyi’s success lies more in his concepts than his actual housing.
His avant-garde housing theories always draw attention, favorable or
otherwise. He says, ‘I am looking at lifestyles of the future. In an
industrial era, everything is distinctly pigeonholed. Activity space is
divided into work, leisure, shopping, and recreational. The partitions in
the apartments of my SOHO New Town are movable; they can be dis-
mantled and installed at will. Various intelligent networks are incorpo-
rated into the apartments, so their occupants can work at home, thus
combining the home and the workplace. This represents the lifestyle of

the future’.
Every new project taken on by Pan Shiyi in recent years has been
preceded by a completely new architectural concept ... He says, “The

charm of the projects ... is that they represent not only a new design
theory, but also a new lifestyle.” Many people buy houses developed by
Pan Shiyi’s company specifically because they like their avant-garde
ambience

(Zhan 2003)

The SOHO New Town development even includes an Art Gallery with
installations by contemporary Chinese artists, which is profiled on the
company’s website (SOHO China.[a]).

The report on the SOHO New Town focuses only on Pan Shiyi, the Chair
of SOHO China, but Pan’s wife, Zhang Xin, who is actually the CEO of the
company, also plays a central role in promoting this cultural approach. The
company’s website introduces her in the following glowing way:

Zhang Xin loves art: she loves to lose herself in any activity in
which she can display her creativity, and she is full of enthusiasm for
the art of architecture. As an investor in some of China’s most avant-
garde buildings and as an entrepreneur with a highly innovative spirit,
she has won numerous internationally-recognized awards. The creative
impulse for all of SOHO China’s development projects comes from
Zhang Xin

(SOHO China [b])

Rather than merely building and selling houses, corporate executives like
Pan and Zhang want to be seen as cultural arbiters or gurus, helping a new
generation of affluent, upwardly-mobile consumers to refine their tastes and
spend their money in a discerning way — or in their own words, to become
part of the cultural ‘avant-garde’.

It is not just through building projects that Pan and Zhang spread their
avant-garde ideas. They have also published books on contemporary
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Chinese architecture, in which their own company’s projects have a promi-
nent but not exclusive place, and on other cultural themes (SOHO China
[b]). And their company sponsors a free monthly magazine called SOHO
Journal, which contains essays on various cultural topics, lyrical prose and
contemporary fiction (SOHO Journal Editorial Board). The Journal can be
distinguished from the corporate e-magazines already mentioned, in that it
invites well-known writers and intellectuals to contribute articles, and these
articles can be on any subject, not necessarily connected to the company’s
business. As the introduction to one edited collection of articles from the
Journal puts it: ‘SOHO Journal adopts its own unique perspective and opi-
nions to describe and analyze the city in which we live and the lifestyles that
we lead” (SOHO Journal Editorial Board 2005, inside front cover). Finally,
like several other newly-rich Chinese CEOs of privately-managed corpora-
tions, Pan has set up his own blog, where he regularly posts his pro-
nouncements on business, culture, philosophy, and the meaning of life to
what appears to be a wide audience of admiring and envious ‘netizens’
(Pan).

The behaviour of Pan Shiyi and Zhang Xin is not unique among Chinese
CEOs. Wang Shi, CEO of the Vanke Group, another real estate conglom-
erate, has also published a book on his life and business philosophy (Wang
2006). He is especially keen on mountain climbing, which seems at first
sight far removed from elite culture, but in its more traditional guise of
‘climbing high and looking into the distance’ (deng gao wang yuan) has been
a pursuit of Chinese poets and cultural officials for over two thousand
years. Of course, Wang gives a contemporary slant to this activity by
attempting such gruelling peaks as Mount Everest and Mount Kilimanjaro,
and by foregoing the use of a sedan chair.’ The Vanke Group publishes an
online business, culture and contemporary art magazine called Vanke
Weekly with the slogan ‘Corporate perspectives, humanistic feelings’ (Vanke
Group). And the Vanke Weekly site hosts dozens of blogs on various life-
style and cultural topics such as book-reading, poetry, hiking, and eating
and drinking.

Through his company, Wang Shi has also invested heavily in the Chinese
culture industry. In 1999, with profits from his real estate business, Wang
established a subsidiary called Vanke Cultural Broadcasting Corporation
(since renamed Vanke Film and Television Corporation). Yet rather than
focus only on love stories, crime dramas and other popular genres, this
subsidiary has collaborated with China Central TV and the Propaganda
Department of the Shenzhen Party Committee to produce remakes of clas-
sic Communist novels such as ‘“The Tempering of Steel’ (Yu 2000: 193-4).
When observers commented that it was strange for a ruthless privately
managed enterprise like the Vanke Group from the wheeling and dealing
metropolis of Shenzhen to be producing an archetypal mainstream Com-
munist television drama, an official from the Shenzhen Propaganda
Department sprang to Vanke’s defence:
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Once the socialist economy with Chinese characteristics has developed
to a certain degree, it inevitably leads to demands for a superior culture.
Shenzhen does not merely want to make first-rate economic products; it
also wants to make first-rate cultural products

(Yu 2000: 194, n.1)

This response leads naturally into a discussion of why Chinese CEOs are
so transfixed by culture: why do they so conspicuously display their own
cultural knowledge and talents? And why do they promote cultural activ-
ities so enthusiastically among their employees and (in some cases) among
the wider Chinese public?

Reasons for CEOs and corporations to promote culture

Several reasons combine to make it almost inevitable that CEOs will take a
keen interest in cultural promotion. First, there is the ambivalent attitude
that the Chinese government displays towards business enterprises in gen-
eral, and rich CEOs in particular. On the one hand, the Communist Party
wants to encourage corporations to be profitable and create more employ-
ment, so China can become rich and Chinese people can raise their stan-
dard of living. But on the other hand, the Party still becomes concerned
when it sees large groups of people organizing themselves, especially when
they have enough power and money to challenge the Party’s authority. So it
also expects corporations to actively promote the government’s policies, and
this includes establishing an ‘excellent corporate culture’, being ‘socially
responsible’, and helping to spread ‘spiritual civilization’.® Even privately
managed corporations cannot avoid these obligations, as they too have to
set up Communist Party branches within their enterprises just like state-
controlled corporations. In fact, they have to promote the Party’s policies
even more enthusiastically to show that they are above suspicion.”

When they educate their employees and encourage them to engage in
cultural activities to ‘improve themselves’; or produce cultural magazines
and television dramas on Party-approved topics, CEOs clearly have one eye
firmly fixed on the Party. They realize that they must balance the eco-
nomic value of their business with its social value, in order to stay on the
good side of the government. As Zong Qinghou, CEO of the Chinese
drinks company Wahaha Group, put it: ‘If the government doesn’t support
you, you can hardly move one step. Your company has to help solve the
country’s problems’ (McGregor 2005: 288).

Viewed from a slightly different perspective, one could also argue that the
more canny CEOs are using culture as a way to maximize their profits in the
unique Chinese marketplace. This is most obvious in the case of companies
like Vanke Group that have diversified into the culture business and pro-
duced television dramas on revolutionary themes. There is a huge market
for revolutionary nostalgia in China, especially among the older generation
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of consumers, and any product that can capitalize on this nostalgia is likely
to be hugely profitable. Vanke made so much money out of selling adver-
tising and distribution rights for “The Tempering of Steel’ that it recently
invested in another remake of a foreign Communist classic, “The Gadfly,” in
collaboration with the Shenzhen Propaganda Office and two other television
production companies (Vanke Film and TV Corporation).

Likewise, in the case of Pan Shiyi’s and Zhang Xin’s promotion of an
avant-garde lifestyle, their various SOHO developments have appealed so
strongly to ‘trend-conscious Beijingers’ that they have generally sold out
within days, netting the company hundreds of millions of yuan in profits
(Zhan 2003).

A similar economic argument could be made for CEOs promoting the
cultural development of their employees. Many successful Chinese compa-
nies have grown from virtually nothing in a couple of decades. They have
recruited thousands of new employees, most of them are young and come
from other parts of the country, and they live in company dormitories or
apartments. So the company becomes their new home, and they expect the
company to arrange various social and cultural activities so they can get to
know their colleagues and feel they are more than just production-line
robots. Many employees are not well educated either, and may have left
school early for various reasons. A corporation that spends some of its
resources encouraging its employees to develop their potential as rounded
human beings, and that rewards employee creativity with public praise and
financial incentives, is likely to retain those employees for longer. This will
then save the much greater expense of constantly recruiting and training
new employees.

As for CEOs who practice cultural activities themselves — and publicly
draw attention to it — this appears to serve a number of related purposes
beyond mere aesthetic enjoyment. It was noted earlier that traditional arts
like calligraphy and poetry have long been practised by Chinese elites, and
that a good leader is expected to display excellent writing talents. For those
without the time to master these difficult traditional arts, an interest in
ancient Chinese philosophy and values — such as Pan Shiyi drawing
inspiration from the Book of Changes — suggests that these CEOs are more
than just money-grubbing capitalists. When combined with their generous
patronage of the contemporary cultural scene through magazines and
sponsorship of artists, such activities allow them to join the ranks of the
cultural elite and gain broader support and positive publicity for their
commercial activities. In other words, practicing and promoting culture
becomes a way of deflecting negative attention away from their capital
accumulation within what is still nominally a socialist society.

There may even be a traditional Chinese influence at work here, which is
that merely doing business, or making money, is not a worthy thing to do. If
one must be a CEO, one should at least also be a cultivated person and a
moral example to others. This distaste for business has deep roots in
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Confucianism, and in the past led to the compromise ideal of the ‘scholar-
merchant’ (Rushang): in other words, one can engage in business but must
not lose sight of the higher virtues attainable through self-cultivation
(Zurndorfer 2004).

Of course, since the Communist government gained control in 1949, this
Confucian distaste for business has been reinforced by the Communist sus-
picion of capitalist exploitation. This provides an even stronger reason for
CEOs to make themselves out to be cultural leaders rather than greedy
salesmen of the meanest ilk (Zurndorfer 2004: 2-3). Indeed, CEOs can gain
the active support of the PRC Government for any efforts that they make to
develop their own cultural attainments and those of their peers. The home
page of the Shenzhen Entreprencurs Society for the Study of Calligraphy
and Painting clearly demonstrates the local government’s close interest in
improving the cultural level of business leaders:

As part of the strategic plan of the municipal government and munici-
pal Party Committee to build the city [of Shenzhen] into a centre of
culture, and with the support and encouragement of ... the municipal
government ... the Shenzhen Entrepreneurs Society for the Study of
Calligraphy and Painting held its first meeting in the ceremonial hall of
the Municipal Investment Tower. ... [The Society] will display the
artistic talents of entreprencurs, ... it will raise the spiritual and cul-
tural level of entreprencurs, and create a positive image of entrepre-
neurs within society. It will also promote exchanges, co-operation, and
friendship among entrepreneurs and among corporations, and will
provide an excellent platform for spreading progressive corporate
culture.

(Shenzhen Entrepreneur)

A final reason for CEOs promoting culture within their corporations
relates to a point raised earlier: CEOs must share the governance of their
corporations with in-house branches of the Communist Party. Indeed, many of
the employee cultural activities that take place within corporations are
organized by the firm’s Communist Party Committee or by affiliated sub-
groups such as Corporate Culture or Spiritual Civilization Committees. So
another explanation for the burst of cultural activities taking place within
corporations is that these Party organizations are searching for ways to
make themselves useful and relevant to the firm’s operations, as opposed to
being superfluous appendages left over from a past political era. One influential
text on corporate culture expresses this point quite clearly:

Corporate culture and corporate ideological and political work are both
targeted at the whole body of corporate employees ... and both advo-
cate understanding, care, love, and respect for other people. ... It goes
without saying that ... company chairs and CEOs, with their central
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status within the company’s operations, should naturally become lea-
ders in establishing its corporate culture. But the company’s Party
organizations, who are responsible for ideological and political work
within the company ... should be the driving force in nurturing the
corporation’s spirit and building its corporate culture. And the broad
mass of Party members should also become core leaders and model
workers in building this corporate culture

(Zhang 2003: 282)

Thus, Party Committees are trying to carve out a place for themselves
within the contemporary corporate structure, and to justify their role by
referring to Western concepts of corporate culture and employee morale
building, mixed up with traditional Chinese ideas of culture as a way to
improve moral character. By encouraging the cultural development of
employees and CEOs, the Party can therefore claim that it is helping to
balance the economic benefits of business enterprises with a healthy dose of
social benefits.

Some corporate executives, like COFCO’s Ning Gaoning, might com-
plain that all this focus on culture by CEOs and corporations detracts from
their performance and leads to poorer returns for shareholders. Yet it is
unlikely that Chinese CEOs — especially in the highly competitive world of
privately managed real estate developers — would engage in any such activ-
ities unless they believed there was a benefit for the bottom line. Rather, just
as large Western corporations must put resources into numerous external
activities such as lobbying, cultural sponsorship, and community relations,
in order to ensure that their businesses run as smoothly as possible, so suc-
cessful Chinese CEOs realize that they must display their own cultural
talents and promote cultural awareness among their employees and the
wider community. In the current Chinese social environment, this is one
crucial way to gain the support of the government, to deflect criticism from
their massive accumulation of capital, and to prove that they are worthy
members of China’s new social and political elite. In other words, it is
profit-maximization, Chinese-style.

Notes

1 On Pan Shiyi’s blog, he also describes how he was invited to speak about the
Daodejing at a Hong Kong conference on Daoism, and he posts his speech on
the blog for viewers to offer their comments and suggestions for improvement
(Pan 2007).

2 Review of 125 websites of the largest Chinese corporations found that 52 of these
sites included corporate e-magazines, and the vast majority of these magazines
encouraged employees to contribute their creative writing or other creative art-
works for publication.

3 Besides giving the words of the company’s declaration, Tengen’s website also
includes a video of the employees reciting the declaration in a suitably solemn fashion.
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4 This is actually one of two songs used by the Guanghui Group, both of which
can be viewed and listened to at the company website (Guanghui Group 2005a).
The Group’s broad range of businesses includes liquefied natural gas, car servi-
cing, and real estate, amongst others.

5 Mountain climbing appears in several chapters of Wang’s autobiography, such as
chapter four, on his ascent of Mount Everest (Wang 2006); and his blog contains
plenty of pictures of his most recent mountain climbing tours (Wang).

6 The duty to be socially responsible is contained in article 5 of the amended PRC
Company Law (which came into force on 1 January 2006). The requirements to
promote spiritual civilization and excellent corporate culture appear in a Chinese
Communist Party document issued at the Third Plenum of the Fourteenth CCP
Central Committee in 1993 (Chinese Communist Party 1993: section 1.7).

7 Article 19 of the PRC Company Law states that a branch of the Communist
Party shall be established in all companies, with no distinction made between
state-controlled and privately-managed companies.
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New welfare entreprencurs and the pursuit
of a cleaner status!

Beatriz Carrillo

Since the start of the reform period private entrepreneurs have struggled
against public prejudice which portrayed them as uneducated greedy indi-
viduals, and sometimes even as criminals. Popular images of these entre-
preneurs, however, have changed dramatically over the past twenty years, as
socially-upwardly-mobile private entrepreneurs constitute themselves into a
new wealthy class. Their newly gained status has been aided by an ideolo-
gical shift within the CCP, by which private entrepreneurs are recognized to
be an important pillar of China’s economic and social development. Social
status is usually as much a result of wealth display (through conspicuous
consumption) (Veblen 1939), as it is of other more subtle forms of capital,
such as cultural values and knowledge of specific taste cultures (Ollivier and
Friedman 2004). In China, another dynamic is added to the equation; that
is, the use of population quality (renkou suzhi) discourses, which serve as
another marker of social distinction. These discourses have been used to
differentiate between small-scale and often of rural origin individual
business people (getihu) and more substantial business people (giyejia), the
latter regarded as educated entreprencurs developing highly sophisticated
enterprises (Hsu 2006).

Private entrepreneurs have also sought to overcome social and political
favour by engaging in charity donations, and by investing in the education
and the health care sectors. These business activities are seen as benefiting
society, and thus provide them with social prestige. Yet, while this new
welfare entrepreneurialism is winning private business people social legit-
imation, it has also proven to be a remarkably good business. As has been
the case around the world, health and education have become increasingly
commoditized in China, and people have become more willing to pay in
order to get better services. While public service provision continues to fall
short of demand, more client-oriented private providers are profiting from a
growing demand for educational and medical services.

This drift towards welfare entrepreneurialism has been particularly pro-
nounced in Shanxi Province, not least because of the contrast with the coal
industry that dominates almost all of the industrial landscape (Goodman
1999b). Coal mining dominates Shanxi Province’s economic life despite its



Downloaded by [Australian National University] at 17:01 27 October 2014

100  Beatriz Carrillo

low social standing and low cultural value. The antipathy to coal mining is
not only related to its low social prestige, but also the sense that it is dan-
gerous work. It is common knowledge that working in the coalmines is akin
to going into a slaughterhouse.? In Shanxi Province rising coal prices — the
result of rapidly growing domestic energy demand?® — has nonetheless lured
increasing numbers of people to look for coal even in the most remote cor-
ners of this province crossed by mountains. In Shanxi — China’s largest coal
producer — the landscape is dotted with millions of coke chimneys, and only
a few counties are not endowed with coal reserves. There, coal mining is
responsible for many ‘rags-to-riches’ stories.* The majority of entrepreneurs
in Shanxi Province have links with the coal industry, which has become the
foundation of Shanxi’s thriving private economy. Interestingly though, as a
case study of Hongtong County exemplifies, some of those to have made
their wealth from coal mining have gone on to become welfare entrepre-
neurs, not least in a search for greater respectability.

The status of entrepreneurship

Private entrepreneurs, in general, have gone a long way to gain recognition
in China’s post-socialist society. Whereas nowadays successful entrepreneurs
have become role models for the younger generations, the first petty entre-
preneurs to start small private businesses throughout the 1980s were often
described as criminals, illiterate, and uncultured (Goodman 1996; Wu 2006;
Chen, Li and Matlay 2006; Hsu 2006). These prejudices were partly a
reflection of a social reality. In the early stage of reform, within a context of
weak institutions and a lack of property rights, participation in the market
was a risky endeavour. According to Krug and Polos, in transition econo-
mies, weak institutions, competitive and process uncertainty — termed the
‘liability of newness’ — define the threshold of entrepreneurship, limiting (or
facilitating) the number of private firms (Krug and Polos 2004: 73). Given
the lack of security and legitimacy of market activities often only those with
little to risk and limited opportunities for socio-economic mobility were the
ones to resort to ‘plunging into the sea’ of business.

During the 1980s and until the early 1990s the majority of private entre-
preneurs had indeed originated from the lower social classes. They were for
the most part based in the countryside, where the communes were quickly
being disbanded. As power (control over resources) moved towards mar-
ketization (from political goals) the distribution of rewards shifted to those
who held market rather than redistributive power (Nee 1996: 910). Often
those who opened their own private business had few skills and limited
understanding of the workings of market mechanisms, but were able to
negotiate their position and activities through informal mechanisms that
gradually brought about institutional change (Tsai 2006).

As early as 1988, the official media and the press were talking about the
special role entrepreneurs could play as agents of change (Goodman 1996:
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227). Earlier on, in 1984, Deng Xiaoping had legalized the existence of
individual businesses (getihu) in the small-scale private economy stating that
it was a necessary complement to the public sector of the economy,
although he stressed the fact that it should operate ‘within certain pre-
scribed limits and under state control’ (Quoted in Hsu 2006: 7). By the early
1990s, as private economic activities became legalized and hence legitimized
by the government (Kong 2003: 539-540) and as market competition
became more sophisticated, people with more human and political capital
took to entrepreneurship (Xu 2006: 391).

Private entrepreneurs, however, remained a highly diverse group; their
social categorization reflected not only the size and financial power of their
firms, but was also related to the type of economic activity they carried out.
In Chinese there is no one single equivalent for the term ‘entrepreneur’ as is
understood in the English language. Rather, business people are classified
according to various quantifiable and non-quantifiable variables that deal
with the size of their business, their social origins, and their consumption
patterns, among other variables. Often those referred to as the ‘real’ entre-
preneurs (giyejia) or ‘good business people’ (Hsu 2006) are those who head
large firms, usually engaged in developing technologically sophisticated
products or that have in place modern modes of production. Hsu’s field
research carried out during the early 2000s in Harbin in Northeastern
China, found that the capitalist heroes were ‘intellectual’ entrepreneurs with
college degrees, who had made their money through their knowledge
(zhishi) in the ‘high technology’ (gao keji) industries, such as computing,
software and automobiles (Hsu 2006: 16).

This more nuanced social categorization is also closely linked to the
entrepreneur’s actual or supposed ‘human quality’. During the reform era
the term renkou suzhi, roughly translated as ‘population quality’, became
part of the official rhetoric designed to encourage improvement in the qua-
lities of the population,’ and was gradually adopted as a popular discourse
and marker of social distinction (Anagnost 2004; Kipnis 2006, 2007). Given
that the concept of suzhi includes embodied qualities that result from both
nature and nurture (Kipnis 2007: 388), the term also implies the possibility
of improvement of one’s quality. Nonetheless, as Kipnis explains, the pop-
ular use of the term — especially by those living in urban areas — implies that
there are certain social groups — such as peasants and migrant workers —
that would never be able to raise their suzhi (Kipnis 2007: 389-340). The
discourses of suzhi have developed into a complex and sophisticated
mechanism of distinction used by urban residents, who feel the need to
differentiate themselves from the growing number of migrants, some of
whom have become substantially wealthy. As Kipnis points out:

Very few urbanities would suggest that the ‘peasants’ do not try hard
enough or do not work hard enough. Rather, the implications are that
no matter how hard enough they try, no matter how much effort they
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put into wearing the right clothes (Pun 2003), getting a better educa-
tion, speaking with the proper diction, or behaving politely, they will
never overcome their lack of quality.

(Kipnis 2007: 389)

Petty entrepreneurs or individual business people — many of whom are rural
migrants — thus continue to be viewed as peddlers with low education
and little or no culture or taste, irregardless of their economic success
(Zhang 2001; Lei 2003; Hsu 2006). This is the same social stigma many coal
entrepreneurs face, even long after they surpassed the size of individual
businesses.

Private entrepreneurs: the new ‘role model’ class

Throughout the reform period private entrepreneurs’ economic weight has
been their main safeguard and legitimation mechanism.® Yet, no other
social group in China has faced more pressure — domestically and inter-
nationally — to become role models, entrusted with the goal of building a
democratic system (Chen 2002; Dickson 2003b; Tsai 2007), creating new
jobs, upholding the right moral values, while dictating fashion trends
(Goodman 1996; Donald and Yi 2008). Juggling these often-contradictory
goals has been no casy task. Stories abound of the humble rural origins and
‘frugal’ lifestyles of China’s new super rich (York 2007) alongside stories of
waste and their conspicuous consumption (Business Week 6 February 2006;
CRI June 11, 2007). However, private entrepreneurs are far from constitut-
ing a coherent social stratum, nor are they all members of the so-called
middle class who share common values and practices (Heberer 2003: 62).
As the private sector continues to expand and as control over the eco-
nomic means of production, information flows and individuals by the
Party-State diminishes, and with state and society becoming more clearly
differentiated, the state itself has had to change its own view of the rela-
tionship between state and society (Goodman 2008). To maintain its hold
on power the Chinese Communist Party (CCP) has thus co-opted technical
and economic elites (Dickson 2003b: 28; Dickson 2003a; Pei 2006b: 92-95),
in the process establishing itself as guardian of the entreprencurial and
middle classes against the threat of the lower classes (Chen 2002: 421).
Narrowly classified by disposable income, the middle classes and the mas-
sively affluent in China constitute a minority (around 6 percent of the urban
population in 2007) (Xinhua 18 June 2007), who might perceive that they
face a potential threat from the poor in China’s increasingly unequal
society. Thus, as was the case in countries like South Korea, the middle
classes and the new rich tend to be more interested in good governance
(understood as legal security and efficient and transparent administration)
rather than on bringing in a democratic system, (Ruland 1997 cited in
Heberer 2003: 63). Or, as more cynically put by Pei China’s new capitalists
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support the CCP on the condition that it provides them with favours and
that it protects their privileges and property (Pei 2006b: 94).

The Party-State’s protecting role over the private entrepreneurial class
represents a relatively new strategy. Up to the early 1990s, the Chinese
government had run various campaigns against the development of private
businesses (Li e al. 2006: 561). Constitutional reforms beginning in the late
1980s gradually provided the legal basis for the private sector to legitimize
and secure its operations (Tsai 2006: 25). Finally in 2001 the then President
Jiang Zemin introduced the slogan of the ‘three represents’, which com-
mitted the ruling party to work with and protect the interests of everyone
seen to be acting on the nation’s behalf, including necessarily entrepreneurs,
and in the process creating an opening for them to be part of China’s poli-
tical process (Huang 2002). Private entreprencurs were recruited into the
CCP, alongside growing numbers of former managers of state owned
enterprises (SOE) who had become private entrepreneurs through ‘insider’
privatization (Pei 2006b: 93). As to the protection of private property, only
after five years of debate in the National People’s Congress (NPC) was a new
property law covering individuals’ right to own private assets implemented
on 16 March 2007 (People’s Daily 16 March 2007).

Private entrepreneurs themselves did not remain passive observers of
changing political attitudes and changing legislation regarding their eco-
nomic activities. Working within a framework of weak institutions they
adopted a series of formal and informal strategies that not only protected
their businesses, but which also secured them access to land, financial
resources and tax holidays.” Through what Kellee Tsai (2006) refers to as
‘adaptive informal institutions’ private entrepreneurs managed to influence
institutional change, despite their lack of political power. Weak institutions
and imperfect markets also pushed some entrepreneurs to influence policy
formation by entering into local politics. According to one set of research
findings, private entrepreneurs whose business is located in a province where
market-supporting institutions are underdeveloped are more likely to parti-
cipate in politics, through membership in local People’s Congresses or in the
Chinese People’s Political Consultative Conference (Li et al. 2006).

One of the main reasons for private entrepreneurs to become members of
local councils was to be able to limit additional tax and fees imposed by
cash-strapped local government departments (Ma and Parish 2006: 948).
Likewise, political participation allowed them to cultivate formal and
informal ties with important government and Party cadres who could help
them secure resources not accessible through markets (Li ef al. 2006: 560).
Yet, as Pei stresses, private entrepreneurs, though willing to be co-opted as
individuals, firmly refused CCP efforts to establish Party cells inside their
firms (Pei 2006b: 94-95). Political access, however, has been non-gratuitous.
In order to gain political capital, government favours, and social recognition
the newly emerging business class has also had to provide substantial
charitable contributions to government and quasi-government agencies
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(Shue 1998; Ma and Parish 2006). Using the 1995 national survey of private
entrepreneurs Ma and Parish found that contribution levels by private firms
was relatively high® and that all but 13 percent of the firms in the survey
sample had made some charitable contributions during the lifetime of the
firm (Ma and Parish 2006: 956). The increasing activism of private entre-
preneurs branching into the ‘welfare market” develops within the framework
of this ambivalent relationship between private entrepreneurs and the ruling

party.

Public service provision and welfare entrepreneurialism

Despite the enthusiasm in the media at the advent of social entreprencurs
and the important role they will play in closing the gaps in welfare and
social services provision (Xinhua 20 May 2005; Young 2002; CDB 19 April
2007) most welfare entrepreneurs have entered the realm of health and
education provision because it is good business. There are, of course, other
structural and economic reasons for entering these two markets. As in the
case of coal entrepreneurs, there is generally the need to diversify to reduce
the risk of focusing on one line of business in a still uncertain market
environment (Gregory and Tenev 2001). Another reason is that health and
education have only recently been officially opened to private investment.
Before 1978, both health care and education had been described in the
Chinese Constitution as non-profit sectors, providing services through the
state’s public service units (PSU) in the urban areas, and through the com-
munes in the countryside. Over the reform period the state has allowed for
increased participation of social forces in these two sectors. Yet, despite this
more permissive stance, government policy toward private providers and
public-private cooperation in the provision of these public goods has
remained characterized by its ambiguity (Meng et al. 2000). In general, the
education sector has been a bigger recipient of private investment (Lin 1999;
Wang and Secombe 2004; Mok 2005), which was consolidated with the
passing of the law on private education in 2002. No such law exists in the
health care sector (Burriss and Shen 2005) even though — as is the case in
the education sector — medical services have largely become commoditized.
In fact, the number of private providers in the health care sector may be
larger than in education, given that a large part of rural health care facilities
have been privatized. Private health care providers overall, however, remain
small scale, and even in the big cities private hospitals are in the minority.’
According to statistics from 2003, public hospitals accounted for 96 percent
of all hospitals in the country, and private hospitals only 4 percent (China.
org.cn 30 November 2005). Moreover, by 2005, only 10.8 percent of China’s
8,703 major hospitals were privately run (China Daily 22 March 2007). In
contrast, private education institutions have become widespread in urban
areas, thus targeting a so far much more profitable market. By the end of 2003
there were over 70,000 private schools (around 11 percent of all educational
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facilities) hosting 14.16 million students, or just over 3 percent of student
enrolment in the country (The People’s Daily 26 March 2004). Private edu-
cation providers are present at all educational levels, from kindergartens
and boarding schools, to secondary schools and institutions of tertiary
education. Some of these institutions have franchises around the country,
while others have been able to recruit a large number of students in a single
location (Walfish 2001). According to one report, by 2006 of the 1,250 pri-
vate higher education institutions, 50 had over 10,000 enrolled students each
(Lin 2006 cited in Mok and Lo 2007).

Private participation in health care and education has continued to thrive
due to rapidly increasing demand, and to the failing of public provision
(Liu et al. 1994; Mok 2005). Nonetheless, although public provision con-
tinues to fall short of demand, PSUs — which include all public schools,
universities, clinics and hospitals — continue to dominate health care and
education sectors. In 2004, over 1.3 million PSUs employed nearly 30 mil-
lion people, managed around 300 billion yuan of state assets, and were
recipients of more than 30 percent of total government expenditure (7he
People’s Daily 24 March 2004). That same year over 95 percent of teachers
and doctors throughout the country worked in those PSUs (Lan 2004). It is
this particular role as employer that had delayed government attempts to
reform public service units.

Furthermore, existing policy incentives, decentralization and changing
funding mechanism have pushed PSUs’ personnel to operate these public
institutions as mostly for-profit enterprises (Bloom et al. 2000; CDB 2006).
At the same time, governments at various administrative levels have
encouraged social groups and institutions to establish schools, clinics and
hospitals, implicitly admitting public funds and efforts are not sufficient to
address the growing demand for educational and medical services. Mean-
time, people’s expectations over the ‘right amount’ of government interven-
tion both in economic and social areas are also gradually changing (Wong
and Lee 2000) and most are increasingly viewing health and education as
both public and private goods.

In an interview in June 2006, Ding Zuyi — president of Xi’An Fanyi
(Translators) University — talked about his battle with local authorities back
in the late 1990s, who required him to pay a business tax for running a private
university (China.org.cn 20 June 2006). He claimed his was not a for-profit
business but rather a public welfare undertaking. Nonetheless, later in the
interview he admitted that private education had great economic potential,
and that Xi’An Fanyi University’s annual revenue of over 300 million yuan
was clear proof of this. Health and education are no longer considered
solely as non-profit sectors, and are being allowed to make a profit. The
2002 Private Education Law, which allowed private education institutions to
become legal entities for the first time, differentiated between for-profit and
non-profit institutions.'” Those registered as non-profit organizations —
which is the majority of private education institutions — are largely tax
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exempt, and are allowed (under article 51) to make a reasonable economic
return (Yan and Levy 2003). The Law describes this economic return as a
governmental reward rather than as a profit, but does not establish what
exactly a ‘reasonable’ economic return is (Yan and Levy 2003).

Private medical practice has been allowed since 1982 and by 1987 health
workers in the public sector were allowed to practice privately (through dual
practice) though private hospitals continued to be restricted (Liu ez al. 2006:
214). For-profit hospitals were allowed to operate under government reg-
ulations implemented in 2000. Yet, contrary to the case of education, most
private hospitals are registered as for-profit entities. Moreover, as noted
previously, private medical providers tend to be small-scale and to provide
only ambulatory health services, while large private hospitals remain in the
minority. Also contrary to education, hospitals usually require a larger
initial investment than schools, particularly if they are to provide more
sophisticated — and hence more profitable — in-patient services. Nonetheless,
a rapidly growing demand for health care services — the result of population
ageing, epidemiological transition, growing pollution-related disease, chan-
ging lifestyles, and the increase of food-borne disease, among many other
health problems — will attract more private investment to tackle the demand
for more expensive medical treatments.

Hongtong County’s welfare entrepreneurs

Hongtong County, located within Linfen City, is part of one of the most
economically dynamic prefectures in Shanxi Province and presents some
good examples of emergent welfare entrepreneurialism. Hongtong’s econ-
omy is the 8th largest in the province, with agricultural and coal-related
industries being the most economically significant. Two large state-owned
coal by-products enterprises are important employers, as well as being large
contributors to the county’s coffers. Non-state coalmines have also played
an important economic role, becoming the main source of private wealth in
the county. Apart from the larger state owned enterprises, a sizeable part of
the state-owned sector has been restructured. In half a decade, from the mid
to the end of the 1990s, around 95 percent of the state owned enterprises in
Hongtong County had changed or were in the process of changing their
ownership structure.!! The majority of those enterprises became share-
holding enterprises, while smaller enterprises or those experiencing bank-
ruptcy were privatized. From the late 1990s, and particularly since 2002,
coal and coke prices have kept an upward trajectory, which has meant that
many in the coal-mining sector in this county have made sizable fortunes.
Mr Qin is a young entrepreneur who ventured into education in 2003,
and was interviewed in Hongtong shortly after (in October 2003). By the
mid-1990s, at only 25 years of age, he already owned two coalmines and an
auto-repair workshop in the county town. He graduated from a local tech-
nical school, was married at 23, and became a member of the CCP in 1996.
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By the late 1990s, Mr Qin had become substantially wealthy. In 1999 he
bought a house, expanded and renovated it, spending altogether over half a
million yuan. Besides being very young, Mr Qin had little political capital
and connections with county leaders. As his wealth grew, Mr Qin started to
more actively pursue his contacts with various county and town cadres.

Through a friendship with a county cadre, he was able to get a position in
the local Public Security Department (PSD), which was intended more as
an honorary position than as a real job. The appointment also turned him
into a government employee, thus rendering him an insider for many pur-
poses. In Mr Qin’s opinion, ‘special relations’ (guanxi) were the single most
important factor in finding a job or starting a business; education came
only second, while registration status (hukou) — he thought — was no longer
relevant. Socially, his position at the Public Security Department also con-
ferred him a degree of social status, which he had not previously enjoyed as
a private entrepreneur. Meanwhile, Mr Qin preferred to refer to himself as
an entrepreneur in education, and during the interview he was reluctant to
talk about his coal mining business. Yet, it was precisely the profits from
coal mining that allowed him to invest heavily in his private English school.

Mr Qin had observed that many private schools were being opened in the
outskirts of the county town (mainly because land was not available within
the town). He knew that these schools were being run like any other busi-
ness and that they were mostly financially successful. The idea to open an
English school, however, came from the son of a county cadre. At the time
this cadre’s son was a postgraduate student of English at Shanxi University
in Taiyuan — the provincial capital. He was the one who pointed out to Mr
Qin that English teaching was the business of the future. Mr Qin provided
the investment and this student became the manager of the English school.
The school was opened in rented premises in a building next to Shanxi
University, and was registered as a non-profit organization. Mr Qin hoped
to be able to make a profit after two years of opening the school, but after the
first year it was already turning a profit.

Only six months after starting operations the school had over 100
enrolled students and by 2006 that number had more than doubled. The
school continued to be a successful and profitable business, even though a
number of copy-cat schools had sprung up around the university but
because the school had built its reputation through its links to the English
department at Shanxi University, it was keeping ahead of the game. Its links
to the university also meant that the school would get a first pick at the few
foreign English teachers who came to work for the university. Back in the
county town, Mr Qin had become a usual guest at various county officials’
homes and various public security vehicles were at his disposal. He was
proud of being able to contribute to so many children’s education and
future success, and was planning to open an English school in the county
town. Meanwhile, Mr Qin kept himself busy running his real business: the
coalmines.
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Many local coal entrepreneurs have contributed to education by donating
money to fund the construction and repair of rural school buildings around
the county. Those donations are usually acknowledged during the annual
celebration of Teacher’s Day on 10 September. In 2005, 124 private indivi-
duals donated over 40 million yuan for that purpose (Huaixiang Education
Park 10 September 2005). The County Education Department ran a story
in its departmental newspaper under the heading: ‘In 2005 a hundred dan-
gerous classrooms are repaired by a group of highly commended people’.
All the names and amounts contributed by each individual were published
in the news article. Other than serving as a note of gratitude, this sort of
article gives face to participants and encourages others to donate (Carrillo
2008).

In 2002, Doctor Liu retired from his job as director of the Hongtong
County No. 1 People’s Hospital, after fifteen years working in the public
health care sector. Soon after, however, he was sought out by Mr Huo — a
local coal entrepreneur — who offered him the directorship of the first pri-
vate hospital in the county. Mr Huo had already invested in a small hospital
in a nearby city, and was keen to continue investing in the health sector, as
he had become aware of the growing demand for cheap medical services.
Given low insurance coverage rates in both small urban centres and in the
rural areas, a large number of people are seeking a variety of medical ser-
vices, which tend to be costly in public hospitals, but which are not available
in small private clinics. Mr Huo thus tapped into a demand for non-critical
in-patient services (various medical treatments and minor surgical operations)
not yet available in private clinics.

Opening the hospital required the exercise of some influence. Mr Huo’s
social and political capital was quite vast; he used his contacts with local
county cadres, who introduced him to Doctor Liu. By early 2003, Mr Huo
had secured land in the county town and had begun construction of the
hospital building. Dr Liu was then put in charge of using his networks in
the public health care system to recruit personnel for the hospital. Huimin
Hospital was opened in early 2004; when Dr Liu was interviewed in
November it already had 23 permanent staff members (11 of whom were
medical personnel) and 20 hospital beds. The hospital had only been in
operation for ten months, yet Dr Liu already described it as a promising
business. However, given that private hospitals are registered as for profit
organizations, Dr Liu complained of the harsh imposition of regulations,
particularly on compliance with medical services price benchmarks. In his
experience from working in the public health care sector, public hospitals
had more leeway to set their own prices and fees, and often compelled
patients to buy medicines in the hospital’s pharmacies.'?

Studies on the public perceptions of private health care providers
(Meng et al. 2000; Lim et al. 2004; Liu et al. 2006) have found that survey
respondents who visited private clinics showed higher overall satisfaction
levels than those who had gone through public medical institutions.
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Nonetheless, the majority of respondents thought doctors in the public
sector had better skills than those in the private sector. Therefore, people
tend to visit private clinics for minor illnesses and to go to a public hospital
for a major illness (Lim et al. 2004: 228). Although there are certainly a
large number of unqualified doctors, an increasing number of doctors from
the public sector are choosing to practice privately. At Huimin Hospital all
medical staff had worked for or were working in one of the public hospitals
in the county town. According to Dr Liu, patients were more satisfied with
their services (compared to those provided in the public sector) because they
had a better services attitude, they provided cheaper services, and they
offered more flexible payment methods (Carrillo 2008). Private hospitals, in
general, compete with public ones on services differentiation and price.

Mr Huo had instilled his business practices into the new hospital.
Patients were able to negotiate the price of the treatment once a medical
examination had been carried out, and payment methods were also negoti-
able. Prices for services need to be kept at competitive levels in order to
attract costumers, but also to comply with price regulations. Mr Huo had
also struck a deal with the insurance company China Life (Zhongguo
Renshou) to treat those covered by their insurance schemes (Carrillo 2008).
Although the majority of the hospital clients came from the countryside,
Mr Huo hoped that through their strong advertisement campaign in both
local TV and radio, they would be able to attract more local residents.

Moreover, as noted previously, many doctors from the public sector have
turned themselves into entrepreneurs by opening small clinics where they
practise privately, and from which they make most of their income. Fur-
thermore, in Hongtong County Catholic groups have been active in opening
up non-profit private clinics and nursing homes. Hongtong County is one of
six Catholic dioceses in Shanxi Province, and one of the largest centres for
Catholicism in the province.'? Health and education have traditionally been
sectors through which those better off give back to society. Being involved
in those two sectors, both directly and through charity, hence confer certain
social prestige. For this purpose, Mr Qin and Mr Huo prefer to be known
through their business enterprises in those sectors, rather than being iden-
tified solely as coal entrepreneurs. While many have been able to make small
fortunes from coal mining, fewer have endeavoured to open schools and
hospitals. Welfare entrepreneurs’ human capital may not be greater than
that of other entrepreneurs; nonetheless, their economic, social and political
capital has certainly been increasing through their involvement in welfare
entreprencurialism.

Welfare entrepreneurialism and social status

China’s widening income inequality and consequent social stratification of
the last two decades has heightened social frictions, and has made the general
populace increasingly suspicious of the means by which the new rich class
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has accumulated so much wealth. A survey carried out by the China Youth
Daily in early September 2007 found that 70 percent of respondents
believed the well-off were immoral and not worthy of respect, and ques-
tioned how those people had become rich in the first place (Wang Zhuo-
giong 2007). According to respondents, for the rich to become respectable
they needed to have a sense of social responsibility, be self-disciplined and
have a caring heart. This moral responsibility to give back to society is also
expected from private entrepreneurs, who are perceived to be the biggest
winners of the last decade of reform. By opening schools and hospitals,
private entrepreneurs are offering services that are perceived to directly
benefit society. Yet, paradoxically, given increased commoditization of both
medical and educational services, these two sectors have at the same time
become very profitable businesses. By investing in health and education,
private entrepreneurs can thus potentially reap both social and economic
gains. So far, private providers of education and medical services have
shown a better response to the demands of those markets. Not only are they
tackling both the higher and lower ends of the market, but they have also in
particular circumstances offered a more equitable provision of services than
the public sector (Meng et al. 2000; Liu et al. 2006; Carrillo 2008).

In Shanxi Province, where the coal industry has dominated and boosted
the local economy, many private entrepreneurs are venturing into health
and education seeking to gain a cleaner status. Although profits from coal
and its by-products remain the main source of finance to invest in building
and staffing their private schools and hospitals, they prefer to de-link their
image from the negative reputation of China’s coal mining industry. Instead,
they prefer to describe themselves as welfare entrepreneurs, in charge of
more civilized and sophisticated organizations, that are perceived to be
giving back to society.

Incursion into welfare entrepreneurship is not a direct path to social
recognition. At the same time, as pointed out earlier, most welfare entre-
preneurs treat education and health as any other business, and not neces-
sarily as a philanthropist endeavour. Furthermore, given the growing
number of former government officials and former SOE managers who have
become private entreprenceurs (Wang Jun 2007), public concerns over prac-
tices of nepotism and corrupt use of connections may tarnish the reputation
even of those in the ‘cleaner’ sectors of the economy. As a result, the con-
struction of hierarchical popular terms to describe different types of private
entrepreneurs, not only in relationship to their rural or urban background,
but also according to their previous or existing relationship with the Party-
state is likely to remain. Participation in health and education activities per
se, particularly when carried out for profit, will gradually cease to be a
marker of social status. Increasingly private entrepreneurs will have to more
openly engage in charities and other philanthropic activities to gain social
status not only as individuals, but also as a social group, if social
recognition is to improve.
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This paper was first presented at the biennial conference of the China Studies
Association of Australia (27-29 June, 2007) as part of a panel on China’s middle
class, the result of an Australian Research Council Discovery Grant on ‘The
Cultivation of Middle-Class Taste: Reading, Tourism and Education Choices in
Urban China’. The author was senior research associate of the project.

Eighty percent of the deaths in coal mining around the world take place in China.
Coal mining has been described as the deadliest job in China (Zhao and Jiang
2004). Official figures put the total number of deaths in coal mines throughout
China at 5,986 in 2005 and 4,560 in 2006. Independent research estimates the fatalities
are about double the official figures. Underreporting of accidents and the fact
that under Chinese Law coal mine owners are not obliged to report incidents
involving less than three deaths means this claim is not unreasonable (Kolo 2007).
Coal is the source of two-thirds of China’s total power and 79 percent of its
electricity. China is also the world’s top coal producer and consumer (coal pro-
duction is twice that of the US) using about 42 percent of the world’s thermal
coal for generating power and 48 percent of its metallurgical or coking coal for
making steel. It uses more coal than the United States, Europe, and Japan com-
bined. Nine out of ten of China’s new power plants run on coal, and it is claimed
that a new coal-fired power station is built every seven to ten days (Callick 2007).
As well as many grim stories of villages where most of the male population has
died in coal mining accidents.

Initially introduced at the time of population control policies.

By 2001 China’s private sector had 38 million registered firms employing over
160 million people and producing more than one third of the total industrial
output (Li et. al. 2006: 561).

During the 1980s and the early 1990s an important strategy adopted by private entre-
preneurs to gain these benefits was to register their business as a collective enterprise (a
practice referred to as ‘wearing a red hat’) thus allowing local governments to have a
degree of involvement in the firm. In March 1998, however, the Central government
issued a directive requiring all red hat firms to ‘take off the hat’ and register as private
enterprises by November of that same year (Gregory and Tenev 2001).

1.2 percent of pre-tax annual profit, compared to 0.9 percent of US corporations
(Ma and Parish 2006: 956).

Around the country there are only around 200 joint-venture and cooperative
venture hospitals with foreign business partners (Young 2006).

The Regulation on Education Run by Social Forces (State Council Decree No.
266) signed in 1997 by then Premier Li Peng was an attempt at regulating an
already extensive private education sector, but also a signal of government
recognition of their legitimacy.

Interview, Vice-Director of the County Labour and Social Security Department.
Dahuaishu Town, Hongtong County. (31 October 2004).

One study on hospital price regulation found that although the Price Regulation
Bureau conducted frequent audits on public hospitals, price violations were a
common occurrence. In most cases public hospitals negotiated a fine with the
department after the annual audit (Liu ez al. 2000: 160).

The first Catholic mission to come to Shanxi Province — lead by an Italian
priest — in 1620 during the Ming Dynasty was based in the area of Hongtong
County (Beijing University 1987). The county was not established as an apostolic
prefecture until 1932 and was promoted to diocese in 1950. By the late 1980s
there were around 12,000 Catholics in the diocese. There are currently one
Archdiocese (Taiyuan) and six Catholic dioceses in Shanxi Province (Giga-
Catholic Information (n.d.)).
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Personal wealth, local politics and
tradition

Minglu Chen

During the last three decades, China has seen the rapid development and
emerging prosperity of the private economy. Previously, in the mid-1950s,
the Central Government had managed to all but eliminate the private sector
of the economy. Over the next 20 years or so, the economy remained
dominated by the state sector. The collective sector became the non-planned
(outside the state plan) state sector and the existence of the private sector
remained exceedingly small with only occupations such as ice-cream sellers,
tinkers and itinerant barbers left (Goodman 1995: 12-32). With reform, the
state sector has decreased in scale and scope; and both the collective and
private sectors have boomed. According to the first economic census survey
conducted by the National Statistics Bureau, by the end of 2004, China had
altogether 179,000 state-owned enterprises accounting for 5.5 percent of the
country’s total; 343,000 collective enterprises (10.5 percent); and 1,982,000
private enterprises (61 percent) (Zhongguo Guojia Tongjiju 2005). The All-
China Federation of Industry and Commerce forecast in 2005 that by 2010
the private economy will contribute more than 75 percent of the country’s
GDP (Liu Jing 2005). Moreover, the private sector has also become a major
source of employment for workers laid-off from state-owned enterprises and
the country’s increasing surplus labour force.

The Party-state has attached great importance to the private sector, not
least because of the decline of its state-owned economy. The government
has to depend on the private sector for ensuring employment and generat-
ing revenue. Furthermore, private enterprises are also a major source of
funds for social welfare (Qin Yan 2000). The Party is paying attention to the
private sector, so as not to ‘shut itself off from the best supply of human
resources’ in China (Dickson 2003a: 38). The private sector has become so
important to economic development that some local governments and offi-
cials regard the growth of the private sector as a central agenda item in their
political activities. For example, the Henan Provincial Government has
stated that the development of its non-state sector — of which the private
sector constitutes a substantial part — would be regarded as a significant
goal for the development of its departments and institutions (Henan
Renmin Zhengfu 2005).
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The prosperity of the private sector has created a group of new rich in
China — owner-operators and managers of these enterprises (Goodman
1996: 225-42; Li Peilin 2004; Lu Xueyi 2002; Qin Yan 1999; Zheng and Li
2004; Zheng 2004b). These people have taken advantage of the country’s
economic reforms to ensure the accumulation of capital in less than three
decades. Most obviously, the new rich have been portrayed in scholarship in
terms of their lifestyle, including but not confined to their clothes and per-
sonal appearance. As personal wealth increases, the new rich in China have
invested in houses and cars, especially luxury cars; and they also tend to
follow trends that are more specific to the time and place. For instance, in
the early to mid-1990s the ownership of a mobile phone became a potent
status symbol, and was worn or carried accordingly. During the mid-1990s,
China’s new rich were also prepared to go to McDonalds restaurants to
‘pay much more than most Chinese will earn in a fortnight for a hamburger’
(China Daily 21 July 1992, p. 2).

Economic reform has not only created wealth for China’s new entrepre-
neurs, but also changed their status in local politics. These new rich are now
regarded by the local government as partners, rather than ‘class enemies’ in
the project of increasing local income, local employment and local taxation.
They themselves, on the other hand, also seek to establish special relation-
ships with local government to make better use of capital, resources and
information controlled by the government, as well as to ensure their poli-
tical security (Tsang 1996). As a result, reform has created ‘a system of
increasing dual dependency, with entrepreneurs depending on adminis-
trators for favours, and administrators depending on entrepreneurs for
income’ (Michelson and Parish 2000: 134-56).

Reform has created opportunities for women to be involved in social and
economic activities. Many women turned to the private sector to seek
employment or simply to start their own business. However, existing scho-
larship has largely ignored the role of women, and particularly women
entrepreneurs as part of the study of the new rich in China. There are a
number of lines of inquiry that are particularly interesting. Under the con-
tinued influence of a tradition that values men more highly than women,
does these women’s accumulation of wealth bring them increased status
both inside and outside their family? Similarly, do these new rich women
now have more access to political power and less commitment to traditional
domestic responsibilities than women in earlier periods?

From 2003 to 2005, three series of interviews were conducted in different
localities in China, each with different economic features and at different
administrative levels. One was Jiaocheng County, Shanxi Province in North
China, an area of low foreign economic involvement but nonetheless
considerable non-state economic development. Another was Qiongshan
District of Haikou City in Hainan Province, an area of considerable
migration and external investment. The third was Mianyang City in Sichuan
Province, a former heavy industry centre that is now one of China’s major
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light industrial bases, particularly for white goods and televisions. Alto-
gether 171 women were interviewed. These women were running businesses
either on their own or in collaboration with their husbands, or taking lea-
dership management positions in the enterprises. Most of the interviewees
were engaged in tertiary industries, such as retail activities, advertising, the
theatre, dispensaries, welfare services, education, hotel and restaurant
businesses, as well as insurance, though in some cases they were operating in
the traditionally male-dominated manufacturing sector. During fieldwork,
the interviewees were asked questioned about their economic and social
involvement, as well as their family and personal life.

Research revealed that compared to the general population of the coun-
try, these women as a whole appeared to have extremely strong connections
with the Party-state. Their political participation was realized in terms of
their obtaining of CCP membership, holding leadership positions in the
local Party-state, and in the award of various titles and honours from the
Party-state system which led to a process of incorporation and political
socialisation. A comparison of the interviewees across the three localities
suggests that wealth usually precedes political involvement, but also that
later wealth also increases that involvement. As their wealth increases, these
new rich women have more voluntarily sought closer relations with the
Party-state and at the same time, they have attracted more attention from
their local government.

Despite their significant personal wealth, the roles these new rich women
play in their enterprises still appear to be determined by the traditional
gendered division of labour with ‘men outside, women inside’ (of the
family). In the domestic sphere these women still, to large extent, have to
bear the burden of household responsibilities. However, as the evidence
from of the interviews made clear, the wealth of these new rich women has
had an effect in lessening their domestic roles.

Personal wealth

Generally speaking, the interviewees clearly fall into the category of China’s
new rich. The interviews found it difficult (for understandable reasons about
disclosure) to provide a direct indication of their wealth in many cases, such
as their income. At the same time it is fairly clear from the scale of their
economic activities, their apparent life-styles, and individual behaviour that
these are the economically well off, even in Qiongshan where the scale of
economic activity was smallest and the nature of enterprises was largely
confined to the small-scale in the retail and service sectors.

Table 7.1 provides data on the size of the enterprises in which these
women operated. The interviewees’ businesses have been classified accord-
ing to the standards adopted by a survey conducted by the United Front
Work Department of CCP, All-China Federation of Industry and Com-
merce and Private Business Institute of China in 2005. (‘2005 Zhongguo
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Table 7.1 Research localities: Enterprise assets (yuan)

Below 1 million — 10 million —  Above 100 Information Total

999,999 9.99 million 99.99 million million not available
Jiaocheng 30 (48.4%) 20 (32.3%) 5 (8.1%) 2(3.2%)  5(8.1%) 62
Qiongshan 34 (64.2%) 3 (5.7%) 1 (1.9%) 1 (1.9%) 14 (26.4%) 53
Mianyang 16 (28.6%) 15 (26.8%) 7 (12.5%) 11 (19.6%) 7 (12.5%) 56
Total 80 (46.8%) 38 (22.2%) 13 (7.6%) 14 (8.2%) 26 (15.2%) 171

siying qiye diaocha baogao’) According to the 2005 survey, enterprises with
a capital of less than 1 million yuan are labelled as small-sized, those with a
capital of 1 million to 10 million yuan are medium-sized, those with a capital
of 10 million to 100 million yuan are large-sized and those with a capital of
more than 100 million yuan are extra large-sized. As Table 7.1 details, the
majority of these women were operating business with capital of 1 million
yuan or more. On a close look, interviewees in Qiongshan appear to be
involved in smaller business (with the most in small-sized and the least in
large and extra-large enterprises), while those in Mianyang were operating
bigger business (with least in small-sized and most in large and extra-large
enterprises). The Shanxi interviewees were ranked somewhere in between.

In his research on the new rich in China published in 1996 Goodman
said, ‘One of the first investments made as personal wealth increases is to
buy a house, although the costs vary greatly as between rural and urban
areas’ (Goodman 1996: 239). After more than a decade, this remains the
case. In Mianyang those interviewed had all bought at least one house. A
majority (50 out of 56) of the interviewees’ households had a living space of
more than 100m. According to the statistics of the housing conditions of
urban households in Sichuan Province in 2004 (Sichuansheng Tongjiju
2005: 172), the average per capita living space of the province was 27.31m,
while the figure of middle income households was 25.96m, that of upper
middle income households was 30.31m and that of high income households
36.12m. Supposing each interviewee’s household had three people,! a great
many of these women entrepreneurs would have better housing conditions
than the provincial average and most would have even bigger per capita
living space than the average of upper middle income households in the
province.

In the pre-reform era, China’s urban residents relied upon their work-
units for the distribution of housing. The more politically important people
such as bureaucrats were privileged to have better living conditions. Since
the early 1980s, housing reforms based on market principles have been
introduced to the urban areas. As the reforms progressed, houses have been
turned into private property at market-based prices. However, privileges still
exist. For example, government officials and employees of some wealthy
state-owned or public enterprises have access to favourable housing loans, a
subsidy for buying a house, houses built by the work-units sold at a
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favourable price or houses from their work-unit with a favourable rental as
a part of their remuneration (Li Bin 2002: issue 2). Quite a few of those
interviewed in Mianyang belonged to such privileged groups, as 19 of the 56
interviewed reported that they had bought houses from either their own or
their husband’s previous or current work-unit at a much lower price than
that the market might have determined.

The interviewees also provided interesting details of car ownership, a
clear status marker in a transitional economy such as the PRC. Certainly,
the prices of different types of cars vary widely. In the big cities of Beijing
and Shanghai, lower- or medium-priced cars are increasingly regarded as a
necessity of daily life, and only luxury foreign cars remain a symbol of
wealth. However, the situation is different in a small city such as Mianyang,
where the urban area is 50 km and the urban residents’ average annual
income in 2005 was 12,898 yuan (Mianyang Tongjiju 2005). While it costs
one yuan by bus, three yuan by pedicab and five yuan by taxi to get around
the city’s downtown area, to have a car is undoubtedly something extra-
vagant. Notably, except for two interviewees where the relevant information
was not available, an impressive majority (45 out of 56) of those interviewed
had their own cars. Moreover, for these women most of their cars were
foreign brands costing more than 100,000 yuan each.

Entertainment and leisure time activities, or at least those undertaken by
the new rich women interviewed in China, cost money. Travel, for example,
is an important pastime. 42 out of the 56 interviewees in Mianyang said that
they travelled at least once a year. Those who did not travel frequently
claimed that they did not have time, their health conditions did not allow
them to travel, or that they did not like to travel. Noticeably none of them
said they were not able to afford the cost of travelling. While this could
certainly be a matter of ‘saving face’, it is also possible that the cost is not a
concern for these new rich women anymore. Most of these women reported
that they had been to most of the provinces and municipalities of China.
Interestingly, many of them said they disliked the common practice of tra-
velling in organized tourist groups, although that way is clearly much more
economic. They chose to travel individually.

Yang, the wife of the owner of a big private enterprise with a capital of
500 million yuan, said ‘I like travelling very much, but not in a tourist
group. I don’t like my trips to be planned by others. I prefer to travel alone,
so that I can have more freedom and flexibility.” Overseas trips (and trips to
Hong Kong and Macau) symbolize higher status and greater wealth in
China, not least because of the much higher costs and the difficulties and
troubles involved in obtaining visas and permissions. 25 of the interviewees
said that they had made at least one overseas trip. The most common
overseas destinations for these women were the Southeast Asian Countries,
Hong Kong and Macau, while the wealthier ones had also travelled to
Europe, Australia, New Zealand and America. One of the interviewees,
Gao, was wife of the owner of a private electronic enterprise. Gao’s husband
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was a racing car fan. He was member of a local car racing club and one of
the first people to have a car-racing license in China. The couple travelled
twice a year. They had been to Vietnam, Mongolia, Myanmar and Russia
driving their Chevrolet jeep. Another interviewee, He, was the general
manager of an enterprise with a capital of 80 million yuan. She was also a
shareholder and had a 20 percent share in the enterprise. She said, ‘I don’t
like travelling very much, but travel once a year anyway.” Besides the many
trips to other provinces in China, He had travelled to New Zealand once
and Europe three times.

At the same time, most of those interviewed in Mianyang went camping
and swimming, did exercise at the gym or played ball games at the stadium
regularly. Some had even hired private coaches. Moreover, these new rich
women were also frequent customers of beauty salons and cafes. Consider-
ing the average income of local people, these are all expensive pastimes. This
pattern of wealth and leisure time activities was repeated in the interviews
conducted in Jiaocheng and Qiongshan, though the scale of operations and
of wealth was generally less in Jiaocheng and much less in Qiongshan.

Political participation

Table 7.2 provides data on the CCP membership of the interviewees and
the Party-state leadership positions they had ever held. Calculated from the
figures provided by the Party-state, by the end of 2005, some 2.1 percent
of China’s female population were CCP members.? In contrast, almost one
quarter of the new rich women interviewed in Jiaocheng, Qiongshan and
Mianyang were members of the CCP: 12.9 percent of the Jiaocheng
interviewees; 15.1 percent of the Qiongshan interviewees; and 41.1 percent of
the Mianyang interviewees reported that they had obtained Party membership.
Compared with women in general, new rich women seem to be more
politically involved, and may be assumed to have stronger Party connections.

The leadership positions the interviewees had held include leadership in
villages and neighbourhoods, leadership at various levels of government and
CCP committee, as well as leadership in the People’s Liberation Army, the
People’s Congress, the People’s Political Consultative Conference, the All-China
Federation of Industry and Commerce, the All-China Women’s Federation,
the All-China Labour Union and the People’s Court. These positions are

Table 7.2 Interviewees: CCP membership (including candidates) and Party-state
leadership positions

Locality CCP Membership Leadership
Jiaocheng 8 (12.9%) 6 (9.7%)
Qiongshan 8 (15.1%) 3 (5.7%)
Mianyang 23 (41.1%) 5 (8.9%)

Total 39 (22.8%) 14 (8.2%)
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those that ensure access to resources, loans, and raw materials as well as
information and business contacts. At least one such position of leadership had
been held by 8.2 percent of the interviewees: 9.7 percent in Jiaocheng; 5.7
percent in Qiongshan; and 8.9 percent in Mianyang. These figures also suggest
that those interviewed were more politically active than the general population.

While the CCP membership and Party-state leadership positions of those
interviewed do indicate that these women have a close affiliation with the
Party-state, they also seem to be an indication of the effect of the accumu-
lation of personal wealth on the improvement of political status, which can
be illustrated when comparing the situation of Mianyang interviewees with
that of those from Jiaocheng and Qiongshan. In terms of CCP membership,
although all the three groups of interviewees had a high percentage of CCP
participation (in comparison with the average population) all the Jiaocheng
and Qiongshan CCP interviewees reported that they had joined the Party as
government officials, factory workers, teachers, PLA soldiers and so on.
None had obtained their Party membership as private enterprise owners
and operators. In other words, none of the Jiaocheng and Qiongshan
interviewees joined the Party after they came into the private economic
sector. On the other hand, the better-off Mianyang women were the only
group that had shown initiative in joining the Party as private enterprise
owners or managers. Two of those interviewed obtained their Party mem-
bership after establishing their own businesses. Another two interviewees
became Party members after making it to senior management positions in
private enterprises.

Jiang was the owner of a restaurant chain with a capital of ‘several mil-
lion yuan without doubt’. She joined the Party in 2002, 15 years after the
start of her business. Jiang also revealed that a Party branch and a labour
union had been established in her company.

Shen used to be a staff member of a state-owned factory. After being laid-
off in 1999, she set up her own business. At the time of the interviews, she
was the owner of a funeral and interment chain with branches all over the
province and in Beijing. Shen did not apply for CCP membership when she
was still employed in the state-owned enterprise. But as her business success
expanded and her personal wealth grew, she decided to pursue a closer
Party connection. Shen submitted her CCP membership application in 2005
and at the time when the interview was conducted, she was on probation as
a candidate for membership.

Yang used to be staff member of a public vocational school. In 1995, she
quit her job to seek business opportunities. Like Shen, Yang did not want to
join the Party until she had achieved success in the private sector. In 2000,
she became a Party member when working as the executive manager of a
private enterprise. When the interview was conducted, Yang owned a
high-tech industry company with a capital of some 8 million yuan.

In a similar case, Xie used to be a staff member of a collective factory. In
1991, she left the factory to join in a private company where she started as a
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manual worker. In 1999, Xie joined the Party as the general manager of the
company.

When it comes to Party-state leadership positions, although interviewees
from all the three localities appeared to be closely connected to the local
Party-state through their leadership experiences, again difference could be
detected between the less-wealthy Jiaocheng and Qiongshan interviewees
and their better-off Mianyang counterparts. In the cases of the Jiaocheng
and Qiongshan interviewees with Party-state leadership experiences, all of
these women invariably worked as CCP or government officials before they
became private entrepreneurs. In other words, their leadership experiences
were obtained before their current entrepreneurial roles. However, inter-
views conducted in Mianyang presented a different story. Some of the
Mianyang interviewees were appointed to leadership positions in the Party-
state system after they became private entrepreneurs. Interestingly, these
women had all achieved significant success in business. This seems to indi-
cate that political recognition comes through business success and wealth.

Shang was the de facto owner and general manager of a trading company,
while her husband acted as the board chairman. Shang’s business started in
1991, with an investment of 9,000 yuan. In fourteen years it had grown into
a large company with capital of some 100 million yuan. As a result of her
business success, Shang was offered a position as an executive member of
Mianyang Federation of Industry and Commerce.

Another interviewee, Deng owned a vocational school. The business
started in 1994 with an investment of 40,000 yuan and six employees. In
2005 when the fieldwork was undertaken, the school had a capital of
600,000 yuan — more than ten times the initial investment. Moreover, the
number of staff had increased more than five times. Considering Deng’s
entrepreneurial achievement, as well as her close personal relationship with
local cadres,? it is not really that surprising that she also became an execu-
tive member of the city’s Federation of Industry and Commerce.

So the logic seems to be that the accumulation of personal wealth comes
hand in hand with political participation. In other words, the new rich
women’s enthusiasm to join the Party-state seems to increase with their
wealth. Moreover, these women’s high profile business success has also
bought them political titles from the Party-state. The second point is further
proved by examination of the interviewees’ other Party-state connections, in
terms of membership of the People’s Congress, membership of the People’s
Political Consultative Conference, membership of the Federation of Indus-
try and Commerce, membership of the Women Entrepreneurs’ Association and
various other mass organization congresses and activities. All these political
roles can be regarded as indicators of the interviewees’ political and social
status for several reasons: first, these new rich were co-opted to the political
associations because of their professional excellence, their possession of
wealth and their social reputation (Li Guoping and Huang Qing 2003); on
the other hand, these roles added to their social reputation and presumably
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their possession of wealth later. Moreover, such roles are commonly regar-
ded as a kind of social recognition (Qin Yan 1999: 138).

Those interviewed in Mianyang were more politically active than their
counterparts in Jiaocheng and Qiongshan. One explanation of this distinc-
tion could well be related to the greater business success of the former. Four
of the Jiaocheng interviewees reported themselves to be members of the
local People’s Congress, the People’s Political Consultative Conference, and
the Federation of Industry and Commerce. Two interviewees were members
of the provincial Women Entrepreneurs’ Association. And another two were
leaders of the county’s Association of Date Processing Industry. In Qiong-
shan, where the business scale was the smallest and business sector was
mainly retail and service, only one interviewee reported that she was
appointed as member of the provincial Youth Association because of her
entrepreneurial success.

In contrast, among the better-off Mianyang interviewees such co-option
was fairly common. In one case, the interviewee was a representative to the
county-level People’s Congress, and five others reported themselves to be
representatives to Mianyang People’s Congress. Moreover, one interviewee
was a representative to the local district Political Consultative Conference
and another to the higher-level Mianyang Political Consultative Conference.
Two of the Mianyang interviewees reported that they were members of the
Federation of Industry and Commerce, two were members of the Self-
Employed Labourers Association and three were members of the committee
of the Women’s Federation at district or city level. Two Mianyang inter-
viewees reported that they were representatives to the district and city
Party Congress. One was a member of the local district labour union.
Another interviewee was a member of the provincial Association of Women
Entrepreneurs (AWE). Although the AWE is a nongovernmental organiza-
tion, it is subordinate to the Women’s Federation. Moreover, it claims to be
the organization for ‘successful women entrepreneurs, outstanding manage-
ment personnel, as well as directors and managers of famous enterprises’
(AWE website). It seems reasonable to regard membership in the AWE as
another point of connection to the Party-state, as well as a sought-after
honour.

The leash of tradition

Despite the claim of government and in particular the All-China Women’s
Federation (ACWF) that women’s status has improved in the reform era
and that women are enjoying equality with men in the fields of politics,
economy, culture, society, and the family (The General Office of The State
Council of The People’s Republic of China 1994; The All-China Women’s
Federation 2005) the existing scholarship points to the opposite. It indicates
that reform, though creating more opportunities for women in China, has not
lifted Chinese women’s status higher than before. Instead gender disparities
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still exist in terms of education (Judd 2002; Jacka 1997; Croll 1995; Galla-
gher 2001; Korabik 1994; Fang et al. 2005), employment (Korabik 1994;
Gallagher 2001; Rosen 1994; Honig and Hershatter 1988; Entwisle and
Henderson 2000), political participation (Howell 2002; Rosen 1995: 315;
Fang et al. 2005; Edwards 2004; Korabik 1994; Blecher 1989) and family
(Wolf 1985; Diamond 1975; Korabik 1994; Jacka 1997). In general, scholars
examining the status of women in post-reform China suggest that women
remain poorly represented in China’s economic development.

The interviewees’ reflections on the roles they play at the enterprises and
in their families suggests that gender inequality can be seen in these new
rich women’s lives, but that the situation might not be as bad as described
for the general female population in China in the existing scholarship.
Although the interviewees still had to face gender inequality, the interview
results show that the situation was improving. Firstly, these women were
able to take the initiative in the establishment of the business. Most of the
women interviewed were playing an equal role with their husband in
developing the ideas on which their enterprises were built. Secondly, the
interviewees were actively engaged in the business operation and strategic
planning. Often in comparison to their husbands, these women were playing
a more substantial part in the management and daily operation of the
enterprises. When encountering difficulties, they sought advice from their
husbands, family members, friends and colleagues, but in many cases they
made the final executive decisions. In general, these women were the de
facto bosses of their business. However, the interviewees’ reflections on the
roles they play at the enterprises and in their families suggests that tradi-
tional gender stereotype can still be seen in the articulation of these entre-
preneurial women’s lives, although wealth seems to be able to dissipate its
effects to a certain extent.

Although economic development has greatly changed women’s status in
China, many traditional stereotypes about gender roles have persisted. One
of these values is the ‘men outside, women inside’ stereotype of the tradi-
tional Chinese agricultural economy, in which men went out to work in the
fields and were responsible for affairs that occurred outside their house-
holds, while women were limited to the ‘inside’ sphere to look after the
family (Jacka 1997; Entwisle and Henderson 2000). Economic development
and the ‘opening up’ of China have to some extent dissolved this stereotype.
Nowadays it is not uncommon to see a group of women sitting in an
expensive restaurant drinking alcohol, enjoying themselves at a karaoke
centre or even relaxing at a health and fitness centre — venues formerly
dominated by male clientele. However, the ‘man outside, woman inside’
cliché still affects the division of labour in economic production, although
understandings of ‘outside’ and ‘inside’ have altered. To till in the fields, for
example, is no longer considered an ‘outside’ activity in rural China, as
people start to seek employment outside their home village and those left
‘inside’ the village have to take care of agricultural production. There is
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a sense in which ‘inside’ the family has extended to include the family’s
economic enterprises.

Some of those interviewed in Jiaocheng, Qiongshan and Mianyang were
still affected by the traditional practice of having the husband represent the
family to the outside world. When asked who had developed the original
idea for their business, in some cases the interviewees revealed that the
enterprises were established on the basis of an idea developed by themselves
or through joint efforts with their husbands, but the companies were still
registered under their husband’s name alone. The interviewees rationalised
this variously as: ‘man has the priority (in business)’, ‘it doesn’t matter (who
runs the business), as we are a family’, ‘it is the tradition of China to have a
man at the front’, ‘a man should decide on the big issues’, or just simply ‘it
should be (registered under) a man’s name’. These kinds of responses were
found in all the three research localities.

Chang, a woman who ran a restaurant in Jiaocheng County, talked about
her role in establishing the business. Coming from a poor family, she chose
to enter the restaurant business in 1995 to improve her family’s financial
situation. The restaurant was set up with a loan of 40,000 yuan. To save
money, she designed the building, drew up the blueprint and bought build-
ing materials all by herself. As she explained, ‘I didn’t even discuss it with
my husband. He didn’t care about it anyway and always responded to my
questions by saying “I don’t know.”” During the interview, Chang’s husband
was on the side carefully cleaning the floor of the restaurant, which was the
job assigned to him by his wife. Though Chang played a dominant role in
both the business and the family, the restaurant is registered under her
husband’s name. That was because, she said, ‘women in business are likely
to be negatively judged by society. Older people would say I overpower my
husband’.

Su, one of the Qiongshan interviewees, had leased a counter in a shop-
ping centre together with her husband. Before the start of the business, Su
wanted to sell clothes and house appliance. Her idea was turned down by
the husband, who planned to sell cosmetics. So the business was established
according to the husband’s plan and registered under the husband’s name,
while Su is the operator, selling cosmetics.

Shang was wife of the owner of a trading company in Mianyang. The
business started in 1996, based on an idea developed by Shang alone. She
was in charge of business operations as well, while her husband ‘is not
responsible for anything but money’. But she still preferred to have her
husband represent the enterprise to the outside world. The company was
registered under Shang’s husband’s name from the beginning, despite Shang
admitting that ‘many people only know me (as the owner of the business),
so it is not very convenient to have him as the legal owner’.

Certainly, the sexual division of labour with ‘men outside, women inside’ exists
in these women’s business operation. Some of the Jiaocheng interviewees
mentioned the ‘outside’ and ‘inside’ notion when talking about their work.
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These women regard activities such as management, production, personnel,
and basic administrative duties as ‘inside’ work suitable for women; and
consider entertaining clients, establishing business connections, dealing with
government administrative units, demanding payments for debts and pur-
chasing as ‘outside’ work: the rightful province of men. In keeping with
tradition’ the tasks labelled as ‘inside’ work tend to be taken care of by the
women themselves whereas the ‘outside’ jobs tend to be allocated to their
husbands. Although the entrepreneurial women in Qiongshan and Mia-
nyang did not explicitly mention the ‘inside’ and ‘outside’ notion, they
reflected that they found it hard to entertain customers, business partners
and cadres outside their offices, as it was ‘inconvenient’ (to be read as
inappropriate) for women to go to entertainment centres (which were pop-
ular places for businessmen to entertain their business partners), and they
did not drink and smoke, and could not joke as freely as men. Moreover,
socialization with males might cause gossip and innuendo about their
behaviour. Even worse, it might as well cause jealousy from male customers,
business partners and cadres’ wives.

The interviews also indicated that domestic work is still regarded as
remaining the responsibility of these women. A large proportion of the
interviewees reported that they had to shoulder the responsibilities of cooking,
cleaning, washing clothes, shopping and childcare at home. This is com-
monly regarded by these women as the downside of being businesswomen.

In Jiaocheng, 24 of the 62 interviewees reported that they had obtained
help from their family members with housework, with the greatest source of
help being their husbands. Twelve (19.4 percent) of the Jiaocheng women’s
husbands shared domestic responsibilities with them and three (4.8 percent)
of the husbands were solely responsible for housework. Family-in-law were
also reported as sources of help with housework, though the percentage is
not high. Altogether 43 (69.3 percent) of the Jiaocheng interviewees had to
shoulder household responsibilities either by themselves or with help from
others. Three of the Jiaocheng women reported that they had hired maids
to assist with housework.

The Qiongshan interviewees — the group with the least business success —
reported that they had the fewest sources of help with domestic tasks. Nine
of these women had family members such as adult children, sisters, parents
and parents-in-law to do housework for them. These women’s husbands, on
the other hand, had not provided much help in this aspect either. Only four
of these women’s husbands were reported as sharing the burden of house-
work with their wives and none of them took responsibility alone at home.
Eight out of the 53 interviewees in Qiongshan had employed maids to take
care of the household for them.

The Mianyang interviewees, on the other hand, were the group with the least
burdens of household tasks. A large proportion (42.9 percent, 24 out of 56)
of these women reported they had at least one family member helping with
housework tasks. Their husbands were a considerable source of help. Sixteen
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out of the 56 interviewees reported that their husbands undertook house-
work at home. Compared with their Jiaocheng and Qiongshan counterparts,
it was much more common for these women to hire one or several maids to
do the housework (19 out of 56 — 41.1 percent, as opposed to 4.8 percent
and 15.1 percent respectively).

The wealth of these new rich women would clearly seem to have an
impact on their traditional domestic roles. Those in Mianyang, with the
greatest business success, had the least burden from their family — only 41.1
percent of these women reported they were involved in household tasks,
while the percentage of their counterparts in Jiaocheng and Qiongshan was
69.3 percent and 52.8 percent respectively. Presumably, as the major bread-
winner of the family, these new rich women found it easier to get help from
their family members for housework, seen as ‘trivial’ perhaps or of less
importance. These wealthy interviewees had a considerably higher status in
the community, a position reinforced by the usual practice of hiring a maid
to do the housework.

New rich women and social change

Women who are enterprise owners and operators are a particular sub-group
of the new rich in China, not least because they are partly masked by
reason of their gender. There is a complex series of relations between their
accumulation of personal wealth, their role in local politics, and their con-
tinued commitment to certain ‘traditional roles’. There can be little doubt
that as a result of accumulating significant personal wealth new rich women
begin to increase their participation in local politics. While signifying a new
degree of participation in the public domain, the increased personal wealth
of these women has not freed them from traditional gendered expectations.
The interviews in Jiaocheng, Qiongshan, and Mianyang reveal that women
entrepreneurs in China still feel that they should keep to the private domain
and take primary responsibility for domestic duties. However, the more
successful of these new rich women seem to be able to set aside their
domestic responsibilities to some extent, with various sources of help
including both family members and hired maids.

A comparison of the situation of interviewees of the three research
localities helps to better illustrate the power of wealth. The wealthier Mia-
nyang women were more substantially involved in local politics. On the one
hand, they appeared to be more actively seeking connections with the Party-
state to reinforce their entreprencurship. On the other hand, these women’s
significant business success had certainly attracted more political appoint-
ments from the local government as an effort to co-opt and motivate the
development of the private sector. Comparatively, Qiongshan interviewees,
who on the whole were running smaller scale businesses and engaged in the
less significant sectors of retail and service, reported that they had the least
political involvement. In Jiaocheng, where the interviewees were wealthier
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than those in Qiongshan but poorer than those in Mianyang, the new rich
women were similarly of a middling level of political activity.

Wealth definitely seems to have been the element that releases women
from the leash of household tasks. The Mianyang interviewees — those with
the greatest entreprencurial success — were more able to obtain help from
their family members and to afford to hire maids to assist with housework.
The comparatively less successful Jiaocheng and Qiongshan interviewees
had to carry more domestic responsibilities on their own shoulders.

Notes

1 With the introduction of China’s One-Child Policy in 1979, most China’s urban
families have only one child.

2 According to the Central Government, by the end of 2005, China’s female
populatioin was 633.81 million (‘Zhongguo Renkou Xianzhuang’ 2005).

3 Deng’s school cooperated with Mianyang Women’s Federation to provide
domestic service courses for girls seeking employment as maids. As a result many
local officials asked for her help to find capable and reliable maids. When Deng
Xiaoping’s family asked the provincial governors of Sichuan to find them local
maids who could cook authentic Sichuan dishes, they came to Deng’s school.
The one-hour interview with Deng was interrupted many times by calls from
local officials. Deng talked with them over the phone as a friend.
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8 The professional middle classes
Management and politics

Ivan Cucco

Building an endogenous system of innovation has been one of China’s top
priorities since the outset of reforms. Particularly since 1986, China has
embarked on an far-reaching attempt to modernize its national Science and
Technology (S&T) system through landmark national-level projects like the
High-Tech Research and Development Program (the 863 Program), the
National Plan for Long-Term Science and Technology Development, and
the “Torch’ Program — to name but a few. Alongside the growth of national
high-tech industries, the technological upgrading of existing industries, and
the increase in domestic technology absorption capacity, one of the key
aims of the policies implemented in the last two decades is the creation of
closer linkages between reformed research institutions and commercial
enterprises (Chen and Chen 2005; Li and Hitt 2006; Segal 2003). Progress in
this direction, though far from being complete, is undeniable. Gross
Domestic Expenditure in Research and Development (R&D) as a ratio to
GDP has more than doubled in ten years, rising from 0.57 percent of GDP
in 1995 to 1.34 percent of GDP in 2005. The share of total R&D expendi-
tures financed by industry topped 67 percent in 2005, thus signalling a
shrinking role for direct government financing of R&D activities (OECD
2007). National high-tech industries are being incubated in innovation dis-
tricts characterized by a wide array of (local level) state — university — pri-
vate sector partnerships akin to those found in technopoles around the
world (Castells and Hall 1994; Walcott, 2003).

These achievements have not gone unnoticed, and clinging to the view of
China as simply the ‘factory of the world’ is becoming harder. Finally,
overcoming deep-set fears related to the loose protection of intellectual
property rights, and rejecting the cliché of China as a place not conducive
to innovation, a growing number of multinational corporations (MNCs) is
setting up or expanding R&D activities in China. In 2005, around 750 for-
eign-invested R&D centres have been estimated to be operating in China
(Walsh 2007), their number undoubtedly growing since then. These include
global giants such as IBM, Intel, Nokia, Microsoft, Motorola — as well as
companies which have made creativity and innovation a crucial part of their
brand identity like Google or Dyson. Apart from the sheer numbers, the
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quality and nature of foreign-invested R&D operations is changing, with a
growing number of companies being involved in medium-term projects
which are expected to lead to commercial applications in a timeframe of five
to ten years (Walsh 2007). While it is still unclear whether increased foreign
R&D presence is effectively contributing to the upgrading of the Chinese
S&T system through spill over effects and technological transfers (Sun et al.
2007; and the works reviewed therein) it certainly signals an evolving role
for China in the global geography of industrial location.

The increased concentration of foreign-invested R&D activities is in itself
a not so surprising consequence of the growing middle-class consumer
space, since China is perceived as a mature and receptive market for high-
end products. And a market which, at least in its most affluent part, is
calling for increased flexibility and continuous, innovative product adapta-
tion. However, this is only half the story, particularly for that segment of
the middle class which is after all the raw material of innovation: highly
skilled professionals in fields like IT, advanced engineering, biotechnology —
as well as for those professionals who, combining technical knowledge with
good managerial skills, are able to perform the hybrid functions required to
coordinate an innovation-driven production system.

As a key component of the ‘soft’ infrastructure required to sustain an
innovative milieu, professionals have become a valuable and increasingly
scarce resource. Consequently, professional labour markets are becoming
extremely competitive. In Shanghai for example, entry-level salaries for
young graduates from good universities in subjects like IT, engineering or
biotechnology are around 6,000 yuan per month.' In 2006, professionals’
voluntary turnover rates have been estimated at around 16 percent, com-
pared to an overall turnover rate of 13 percent (Hewitt 2006). While sig-
nificant by any standard, these figures are not able to fully convey the extent
of pressures converging on the professional labour markets. Late entrants in
established markets, or companies setting up green-field operations, pursue
extremely aggressive recruitment strategies aimed at getting hold of profes-
sionals with good technical skills and relevant job experience. Quite often,
this means luring skilled professionals away from their competitors through
offers which can easily reach a doubling of their current wage. The chances
for someone to get that lucky are of course not too high. However, the
consciousness of being part of a particularly heated segment of the labour
market in which things like this may and indeed do happen (maybe to
someone you personally know) helps to fuel high expectations.

In terms of income therefore, professionals can easily fit the profile of an
affluent segment of the middle class. The more so, as in most cases salaries
are only one component of a professionals’ income. In the face of relatively
high turnover rates, companies have to devise ways to capitalize on the
often costly and lengthy training provided to their employees — while at the
same time making sure that proprietary knowledge does not leave the firm.
Compensation packages in the private sector are therefore being designed to



Downloaded by [Australian National University] at 17:01 27 October 2014

128  Ivan Cucco

encourage long-term appointments within the company. Among such mea-
sures, the provision of housing funds, or of company housing with owner-
ship rights passing over to the employee after a certain number of years of
continued work with the company play an important role. Through such
mechanisms, professionals in the private sector are being offered a privi-
leged path to homeownership, a path which until recently tended to be one
of the prerogatives of public sector employees (Tomba 2004). Similarly, the
offer of healthcare and retirement schemes is also seen as an effective way
for companies to reduce turnover rates. If productivity bonuses, various
forms of allowances, and sponsored training are also included, the lifestyle
enjoyed by professionals and their disposable incomes have to be considered
as set at a much higher level than would be suggested by their base salary
alone.

An analysis of the income structure of professionals is however not the
main focus of this chapter. Rather, the aim is to identify some of the eco-
nomic and institutional forces which are shaping the emergence of a pro-
fessional middle class. The view proposed here is that professionals are
located in a bridging position between the local levels of the state, the pri-
vate business sector and the various hybrid organizations which participate
with different functions in the implementation of local development poli-
cies. The evolving logic driving the interaction between local, quasi-state
and non-state actors offers professionals the chance of moving with relative ease
between these sectors during the course of their careers, thus building net-
works of relationships spanning different sectors of the public and the pri-
vate sphere. In at least some cases, professionals can choose to directly
mobilize these networks for their own advantage at a later stage of their
careers — for example to start their own business, to take on senior positions in
state-invested companies, or to join the ranks of the public administration.

Being in a liminal position not only gives professionals a structural
advantage; it is also becoming one of the layers through which their identity
is articulated. Even when mobilizing networks of support or building genu-
ine business partnerships with people located in structurally different posi-
tions, professionals tend to perceive themselves as different from the other
groups with which they interact in terms of both competence and motiva-
tion. Being in a bridging position also implies that professionals recombine
opportunities from different realms — from the state as well as from the
corporate world — in ways that can be quite distant from the simple sum of
the original blueprints.? Whether this ongoing process of recombination will
eventually lead to the formulation of common stances able to catalyse forms
of professionals’ collective action — or at least forms of concerted bargain-
ing aimed at improving their positions vis-a-vis the state and employers — is
at this stage still far from clear.

The analysis in this chapter is based on data and information collected
by the author during six months of fieldwork in Nanjing, Jiangsu province
(March—August 2007). During this period, 51 semi-structured interviews
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were completed.? Documentary evidence was collected from companies and
from development zone administrations. Unless otherwise specified, the
observations reported are based on evidence collected during fieldwork.*

Between management and politics

The crucial role played by professionals in the process of techno-economic
transformation occurring in China locates them at the intersection of sev-
eral interrelated fields spanning multiple and complexly interacting scales —
from the global, to the national, to the local, and further down to the urban
and sub-urban levels.> Professionals are at the same time one of the forces
that the central government is trying to mobilize to the service of its ongo-
ing modernizing project; a key resource in the strategies implemented by
localities attempting to upgrade their position in the global production
system; and a precious asset for individual companies (foreign and domes-
tic, private and non-private) which need to build or maintain a competitive
edge in process and product innovation.

At a wider level, the rising demand for professionals is one of the results
of the modernist vision to introduce advanced technology — an integral
part of the message delivered by the central leadership since the beginning
of the reform era (Gabriel 2006: 8-9). The formulation of technology
employed here includes not only the ‘hard’ technology embodied in
advanced equipment or innovative engineering processes, but also ‘soft’
technology, a concept which includes the social relations of production
(Gabriel 2006: 123). Professionals are functional to the national moder-
nization project in at least two regards. On the one hand, they are expected
to actively contribute to the production of innovative, endogenously gener-
ated ‘hard’ technology. On the other hand, they operate within an industrial
system which in its most technologically advanced sectors is undoubtedly
moving towards a new techno-economic paradigm which, though still in an
experimental stage and surely not simply mimicking foreign forms of orga-
nization, appears to share many of the traits identified in other economies
by post-Fordist analyses.

Professionals are also one of the vehicles through which the ‘soft’
technology at the core of the new techno-economic paradigm — including
new standards of efficiency and new managerial models (Perez 1985), as
well as evolving forms of labour relationships — can be disseminated outside
the borders of the firm. A further channel is opened for ‘soft’ technology to
reach those spheres of the public administration which are operating as an
interface between state and non-state actors in the Science and Technology
system. This is through the increased mobility of professionals between the
private and the public sector, favoured among other things by converging
wage levels (Tomba 2004) and the diffusion of hybrid ownership forms in
the high-tech sector (Segal 2003). The influx of advanced ‘soft’
technology in the S&T system contributes to upgrading its absorption
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capacity, to facilitating its interaction with global players, and to promoting
its assertiveness on global markets.

Initiatives emanating from the central leadership signal a growing will-
ingness to gradually shift China’s development strategy towards selective
support to high-tech industries and to other industries of strategic rele-
vance.® Pressures in this direction are obviously felt at the local level, where
sub-national development strategies have to take into account the set of
incentives posed by the central state. Competition between firms (foreign as
well as national) to recruit and retain professionals overlaps therefore with
competition between localities — as the capacity to nurture, attract and ter-
ritorialize inherently mobile skilled human resources proves to be crucial in
attracting investment in the high-tech industries favoured by central policies.
The convergence of central government efforts to upgrade the S&T system
with the global business discovery of China as a potential future high-tech
powerhouse has in fact opened up a novel space for localities, as the
opportunity to raise their position in the global urban hierarchy from low-
end manufacturing bases to regional hubs of innovation appears to be
within reach. While it is true that most of the internal technological capacity
as well as foreign R&D centres tend to congregate in the well-established
high-tech districts of Beijing, Shanghai and Shenzhen (von Zedtwitz 2004),
so called second-tier cities are emerging as an attractive alternative, given
lower wage levels and a relatively less severe degree of competition (hence of
turnover) in professional labour markets. Nokia Siemens Networks for
example has recently announced plans to develop its R&D centre in
Chengdu into one of its largest R&D centre worldwide (SinoCast China
Business Daily News 23 August 2007).”

The ways in which localities compete is however changing; particularly
so, if their aim is to attract investment in high-tech and advanced industries.
Conventional localized investment attraction strategies based on a combi-
nation of tax incentives and cheap land prices appear to be not only less
viable — due to more restrictive central policies® — but also inadequate by
themselves to start the upgrading of the local industrial base. The repertoire
of strategies and the range of alliances enacted by local governments in
China appear to be expanding along the lines of the ‘entrepreneurial local
state’ (Mayer 1994: 327). The use of indigenous skills and entrepreneurship;
the emphasis on innovation and new technology; the involvement of non-
state actors in the organization of conditions for local development are the
tools used to build a climate responsive to the needs of new business
models. Seen from the local perspective, professionals are again a crucial
building block in this strategy. Mobilizing endogenous skills and
innovation capacity requires in the first place having an adequate con-
centration of localized human resources. Therefore, as much as localities
need to present themselves as attractive production sites to corporate
entities, they also have to (re)shape themselves as desirable living and
working environments for skilled professionals. Attempts at building an
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innovative milieu are consequently leading to intentional interventions in
urban areas, articulated again on multiple and not always coordinated
scales — as individual districts within the same city try to assert their
position in the local economy.

Furthermore, professionals are starting to play an important bridging
role at the local level. The range of actors involved in implementing local
development policies in different degrees of partnership and interaction
with the local levels of the state has expanded to include private producer
services companies; national and foreign chambers of commerce; private or
quasi-private training and educational institutions; private employment
services; quasi-private or private development corporations. Skilled
professionals with relevant experience in the private sector are placed in a
better position to act as an interface between local state agencies and their
various partners, and in such a capacity they are often entering the ranks of the
public administration. This osmotic process holds true also in the opposite
direction: as the interactions between the local levels of the state and other
organizations is in no way limited to the unidirectional provision of political
and administrative support but often requires a certain degree of real coor-
dination between the parts, professionals with experience in the public
administration are also actively sought after; among others, by foreign firms.

The competition between state and non-state actors is leading to a con-
vergence in the levels and forms of compensation offered to professionals.
For the state, this means bringing salaries in line with the levels offered on
the market. It also means being able to offer state-employed professionals
access to continued training and to opportunities for career development,
elements on which private companies put a great emphasis and which pro-
fessionals themselves perceive as an important component of their remu-
neration packages. State agencies (and particularly development zones) are
setting up training centres, which are used to train their own employees as
well as to offer training services to companies in their jurisdiction. Usually
these centres are set up in partnership with private entities or universities,
with the local state agency being one of the shareholders.

For the companies, the process of remuneration convergence implies — as
already noted — the use of benefit packages which are very similar to those
traditionally offered by the state. Through this mechanism of institutional
isomorphism (Di Maggio and Powell 1983) in HR and remuneration poli-
cies, privileged access to specific benefits is being expanded outside the
ranks of the public sector. Housing is a good point in case. Young profes-
sionals are highly mobile not only across companies but also across local-
ities; housing is seen as an important way to territorialize them. Knowing
that a range of accommodation solutions is available for its employees is
therefore an important determinant of a company’s decision to invest in a
district or a development zone. Local governments at the district level and
development zones administrations build housings complexes in their area
(by themselves or through the involvement of private and quasi-private
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developers) catering to different categories of workers: basic dormitories for
unskilled workers; smaller apartments for skilled workers; higher standard
apartments for professionals; luxury villas for senior managers or foreign
experts. Some of these will be on offer at commercial prices; some at sub-
sidized prices (Tomba 2004). Apart from ensuring that an adequate housing
stock is available, the local government can also provide access to sub-
sidized housing to the companies as part of the incentives offered in an
investment deal. In this way, the company can in turn pass these on to its
employees, who will be given the chance of becoming homeowners at a price
which can be as low as fifty percent of the current market price. This, as
already said, is usually conditional upon the employee remaining with the
company for a specific period.

In localities trying to promote the creation of new high-tech industry and
the upgrading of the existing ones, the space in which professionals operate
appears therefore to be marked by an increased interaction between state
and non-state actors. Nanjing is a city in the midst of such transformation.
Being a relatively late starter when compared to major cities like Beijing or
Shanghai, and facing strong competition from the dynamic smaller centres
of the Yangtze (Changjiang) River Delta, Nanjing offers the possibility to
observe how professionals are being perceived as a crucial asset in the
development strategy of a locality trying to design a new role for itself in
China’s urban hierarchy.

The case of Nanjing

Nanjing is the capital of Jiangsu province in the Changjiang River Delta
sub-region; it is the main inland port along the Changjiang River. Its position
as an important fluvial hub located at a short distance from Shanghai (around
300 km) and linked via the river to the central and western provinces (parti-
cularly to the far inland cities of Chongqging and Chengdu) offers Nanjing
good advantages in terms of logistics and infrastructure. Nanjing is also a
city with a long and often tragic history. The former capital of six dynasties,
Nanjing has been somehow respectful of its heritage. Of course, much of the
urban transformations occurring elsewhere can be observed in Nanjing as
well, with the usual combination of high-rise building, newly built gated
communities and old quarters undergoing rapid development dotting the
urban landscape. However, the central part of the city retains wide tree-
lined boulevards, long segments of the city wall system, places of historical
significance and a number of pleasant parks and green spaces.

The geography of industrial development in Nanjing follows the line of
post-socialist urban transformation (Ma and Wu 2005b). Industrial activ-
ities have been progressively moved out of the centre through the establish-
ment of a number of industrial development zones on the fringe of the city
(Figure 8.1)° While some of the industrial districts and development zones
are host to a varied mix of industries (like Jiangning Development Zone in
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Figure 8.1 Nanjing and development zones

the south), others show a more specialized character. For example, the
chemical industry concentrates in Liuhe district and in the Nanjing Chemi-
cal Industrial Park — both located north of the Changjiang River. Clustering
is partly motivated by location economies, partly by the local government
willingness to confine industrial activities with more adverse environmental
externalities to some specific areas. The trajectory of urban growth has been
following the axes of industrial development. Urban growth has showed a
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cyclical path, with moments of edge-expansion followed by periods of in-fill
growth (Xu et al. 2007). As a result, the originally separated suburban dis-
tricts are becoming increasingly linked to the city centre. This is mainly true
for the southern districts, and particularly for the Jiangning area. For the
northern districts, the Changjiang River still acts as a powerful barrier hin-
dering their full integration with the centre. Notwithstanding the presence
of three bridges across the river, transportation is not easy and the traffic is
often heavy.! The municipal government is placing high priority on
improving linkages with the area north of the Changjiang, with nine addi-
tional transportation lines planned to be in operation by 2012. These
include tunnels under the Changjiang and the extension of the metro system
to the north of the river. However, the population remains heavily concentrated
in the city centre (Luo and Wei 2006).

In terms of economic activities, the city centre is taking on the specialized
functions of a CBD. It is here that the bulk of the financial and service
industries, and particularly a growing number of national and foreign-
invested producer services companies, are located. Traditional working class
districts in the central areas are undergoing processes of fragmented gentri-
fication centred on gated communities. While in some cases original occu-
pants have been given the chance of going back after redevelopment, this is
usually associated with lower quality development projects (Wu and He
2005). Cases of functional transformation are also evident, with some of the
quarters retaining traditional architectural features being converted into
upmarket leisure and shopping areas. Such is for example the case of the
‘Nanjing 1912’ area, similar in intent and nature to Xintiandi in Shanghai.
Global luxury brands have their outlets in the various shopping malls in the
city centre, and efforts to improve the quality of urban architecture are evi-
dent in landmark projects like the new Nanjing Library building and the
Nanjing Olympic Center. Nanjing shows therefore all the sign of having
achieved its transformation from a producer to a consumer city. As such, it
posits itself as the core of a megapolitan area spanning across central
Jiangsu and Anhui provinces, which includes the cities of Zhenjiang,
Yangzhou, Ma’anshan, Wuhu, Chuzhou and Chaohu (van Dijk 2005). In
order to fully attest its new status, Nanjing is placing great emphasis on the
transformation of its industrial base, through the upgrading of existing
industries and the concurrent creation of new strengths in innovative and
high-tech industries, particularly in the ITC sector. In the midst of such
structural transformation, Nanjing offers an interesting case study for the
analysis of the emergent professional middle class.

Competition between urban districts

Nanjing inherited an industrial structure centred on the automotive and the
chemical sectors from its period as capital of the Nationalist government
(1927-37); these industries were further developed following the establishment
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of the People’s Republic. After the beginning of the reform era, the presence
of important state owned groups like Nanjing Auto Co. (automotive) and
Yangzi Petrochemical Corporation (YPC, a subsidiary of SINOPEC)!!
worked to attract foreign investment in both sectors.!? Foreign investment
has also been relevant to related industries like automotive components,
robotics and automation, chemical fibres, and metallurgy. The electronics
and consumer durables industries have also been developed, and have
attracted a good share of international activity. However, the presence of
a strong SOE sector meant that Nanjing had to go through a period of
hard restructuring, with massive workers layoffs hitting the city after the
acceleration of SOE reforms in the middle of the 1990s (Wu and He 2005).

Until the recent past, Nanjing was perceived as a quite conservative city
in terms of its industrial development strategies. Levels of FDI as well as
overall growth rates lagged behind the more dynamic growth poles con-
centrated in the southern part of Jiangsu province and in neighbouring
Zhejiang province (for example the Suzhou—Wuxi—Changzhou area). Nanj-
ing has however a significant advantage over its neighbours: together with
Beijing and Shanghai, it is one of the main centres of higher education in
China.!® It seems only natural that the local government would try to
leverage this strength of the Nanjing educational system. The city is mar-
keting itself as a favourable place for investment particularly because it
offers access to a wide pool of trained professionals. In fact, the availability
of skilled human resources has been often quoted by the interviewed com-
panies as one of the main reasons for locating their activities in Nanjing.
Furthermore, since Nanjing is a major research base, many national com-
panies have been set up here to grant access to research facilities as well as
to specific technologies they are developing in cooperation with local uni-
versities. National level policies like the ‘Torch’ and the 863 Plans have
provided the institutional framework within which to favour a closer inte-
gration between industry and research institutions. During the 1990s, a
number of universities traditionally based in the central city area have been
asked or encouraged to set up new campuses within the existing industrial
development zones. New ‘university cities’ have sprung up in districts like
Jiangning and Pukou. The task of promoting integration between industries
and research institutions has been delegated to hybrid organizations based
on a variety of institutional arrangements involving local administrations,
universities and private enterprises. The Nanjing High-tech Industrial
Development Zone (NHTDZ) offers a good illustration of these processes.

The NHTDZ is one of the fifty-three national level high-tech develop-
ment zones created by the “Torch’ Plan. It is located in Pukou district, north
of the Changjiang. It was jointly established by the Jiangsu Provincial
Government and Nanjing Municipal Government in 1988, and recognized
by the State Council in 1992.'# Six universities have set up new campuses
within the NHTDZ area (see Figure 8.2); among them, leading universities such
as Nanjing University and Southeast University. Four more universities are



Downloaded by [Australian National University] at 17:01 27 October 2014

136  Ivan Cucco

Mesw Extension Manjing University
Area of Infarmation
Eganearing F
\\ ).-f Resichential
% Ares
A
F B
Manjing Institute . "
of Land Army e D _ T Bigeech
Comrmand = A ._"' and =¥
* = e b Y Pharma o
e nummnliuj POIKT.

/"h Inclustry Parki—. ! CL{_ sl
A @ l——-u.,.—-ﬁ-.-.:.l";'ﬂ-. Fronea
] '---.5__/ :.‘IT and Ebactronics E::{::EI,,
= e
e
" Ressareh and - |
Development |

Area O LE o Southeast |
! Lindversity
Manjing University  "aniing University \L

of Technology of Agriculture . '\}gblic\\

% '-1 = o v Wik !
% - b4 |
A | S e — | ]
\ Jiangsu Police | ¥ chential Arga®, [EEE P
) University 7 T 1
\ ! -
& p | Subiway . "N,ll' T
Vehicles o
& i
\ ; N Pk A

Figure 8.2 Nanjing New and High Technology Development Zone, Pukou District
Source: Nanjing New and High Technology Economic Development Corporation, 2007.

located within 2 km of the zone. These universities are involved in a number
of projects driven by what could be called ‘innovation district’ logic. One of
these is the Nanjing Software Park, a ‘Torch’ Plan National Software
Industry Base.

The Park was jointly established by the NHTDZ and Nanjing University,
with the aim of developing innovative applications for the power and com-
munication industries. The Nanjing Software Park operates in close coop-
eration with domestic and foreign enterprises. It performs research projects
for companies like IBM, Intel and Motorola, which outsource to the centre
part of the research activities coordinated by their R&D centres located
elsewhere in China. At a lower level, a number of software development and
training centres have been set up as joint-stock corporations between the
NHTDZ and various private enterprises. The NHTDZ is also home to a
number of incubation centres offering facilities and support for innovative
start-up enterprises, like the Nanjing Pharmaceutical and Biological
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Engineering Park, the Jinling Enterprise Park for Returned Overseas Students,
the Nanjing Technology Industry Incubation Centre.

While the national level status and the direct involvement of the munici-
pal government offer the NHTDZ an advantage in terms of visibility and
access to higher-level support, they have also somehow hindered its devel-
opment in the past. The NHTDZ has to comply with central and local
regulations, particularly with regard to the kind of industries it can host, as
well as in terms of stricter environmental impact constraints. Therefore, it
faces strong competition from other industrial districts in Nanjing which,
due to their more independent status, have enjoyed greater leeway in
implementing their investment attraction strategies. The once suburban
industrial development zones like Jiangning target the same kind of high-
tech industries the NHTDZ is trying to attract. Moreover, central city dis-
tricts are also becoming involved in similar activities since they are trying to
capitalize on the high concentration of universities and research institutes
by establishing new urban high-tech development corporations like the
Gulou Science and Technology Park or the Zhujiang Road High-Tech
Development District. The level of coordination between the initiatives of
individual districts is low and, rather than configuring a citywide high-tech
innovation system, the creation of new high-tech poles is taking on the
features of intra-city competition for the same potential investors (van Dijk
2005).

One of the main points of competition is the ability of each district to
attract and retain professionals within its area. The NHTDZ is dis-
advantaged in this regard by being located to the north of the Changjiang.
As already noted, transportation problems can be severe and few people are
willing to commute from the city centre to Pukou on a daily basis.!> The
NHTDZ consequently needs to present itself as an attractive living area for
professionals, thus eliminating the need for them to commute. At the same
time, it has to show that the presence of universities and research centres in
its area can really be leveraged in favour of potential investors. As part of
the attempts to achieve these objectives, the administrative structure of the
NHTDZ has undergone a wide restructuring process which has led to a
greater level of interaction with non-state actors — in terms of both institu-
tional linkages as well as of personnel exchanges. Part of the former
administrative structure was given independent status in 2006, when it was
renamed the New and High-Technology Economic Development Corpora-
tion. While still operating within the policy directives set by the NHTDZ
administration, it operates according to a profit-driven logic. It has an
independent budget, has been given residual claims on the income derived
from new investments and has a greater independence in terms of hiring
and management policies. Among the approximately 80 staff of the Devel-
opment Corporation many are people with a professional or technical
background who have only recently entered the corporation coming from a
private sector experience, often in foreign-invested enterprises.!® The
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Corporation is also employing returned overseas students with good technical
training, and is planning to send some of its staff abroad to receive further
education. In order to better manage the transition to a quasi-private cor-
poration, a US-based management consultancy firm has been called in to
design and implement an employee performance evaluation system based
on Key Performance Indicators (KPI). The Corporation is also a share-
holder in a number of training centres set up in cooperation with domestic
and foreign private companies.

The newly employed professionals participate in the development of
strategies aimed at creating a better living environment for those working
within the zone. The binding idea behind these projects is the creation of a
stimulating environment conducive to innovation. Among the recently
undertaken initiatives is the organization of weekly seminars for profes-
sionals living within the zone, with guest speakers from the academic and
the corporate world lecturing on managerial and technical issues. These
seminars are also seen as a networking opportunity, and it is hoped that
they will promote the cross-fertilization of ideas. Similar monthly breakfast
seminars are being offered to senior managers. The Corporation has also
entered into negotiations with a number of foreign partners to set up a new
international school within the NHTDZ, to offer professionals living in the
area access to advanced educational facilities for their offspring. Apart from
these initiatives, the improvement of the housing stock catering to profes-
sionals through the construction of additional living quarters is of course
seen as of paramount importance, and private sector developers are being
involved as well.!”

Competition between companies

As already noted, competition between companies for skilled human
resources is fierce, and professional labour markets are characterized by
relatively high turnover rates. In the case of Nanjing professional labour
markets seems to be based on a system of credentialism, with personal
connections losing their importance as a means to accessing highly rewar-
ded segments of the labour market. Among the interviewed companies, the
majority exclusively relied on impersonal channels for recruiting profes-
sionals: the internet, newspaper advertisement, and job fairs.'® Para-
doxically enough, many of the companies have expressed concern that the
predominance of impersonal channels means HR departments are often
flooded by a large number of resumes not relevant to the position being
advertised. It is therefore extremely costly to process the information and to
spot promising applicants. Some of the companies are actively trying to
promote the use of a referral system; three of the interviewed companies
also offer monetary incentives to their employees, if they are able to introduce
valid candidates for open positions;!® however, the use of referral remains
very marginal. Other companies are trying to place at least a minimal



Downloaded by [Australian National University] at 17:01 27 October 2014

The professional middle classes 139

barrier by not accepting applications sent via their websites or via e-mail.
Applications can only be posted by hand mail, as this at least requires some
greater effort by the applicant.

Credentialism is not only mediated by public educational institutions.
Having graduated with good grades from a reputed university is of course
an important achievement. However, within a corporate world character-
ized by deep transformations in management and organizational practices,
increasing importance is also being given to adherence to a system of values
and work attitudes, to leadership skills, to personal motivation, to the abil-
ity to communicate and propose new ideas. No trust is placed on the capa-
city of the university system (nor of other public or social institutions) to
train people in this range of ‘soft’ skill.?’ As a result, candidates for
appointment who have worked in companies known to provide good lea-
dership and management training, and which promote a corporate culture
favouring the active involvement of employees, are undoubtedly advan-
taged. The places for the construction of credentials are therefore extending
beyond the reach of the state, and in many cases, these tend to be located
within the corporate world itself.

Access to these corporate forms of credentialism is perceived by professionals
to be of the outmost importance for the development of their careers. All of
the interviewed companies concurred in noting that one of the main reasons
for professionals to leave the company is, apart from salaries, the lack of
continued training opportunities and spaces for professional development.
There is therefore a huge effort by companies to provide access to a range
of training opportunities for their employees, both internally and through the
services of external providers. Technical training usually takes place through
a combination of on-the-job training and lectures from senior professionals or
from university staff. However, even more emphasis is being given to training
on ‘soft’ skills: from management, to leadership, to foreign languages, to
career planning. These forms of training are provided through a combina-
tion of means, often implying the establishment of online training platforms on
the company HR department website. The relevance of soft skills is also
aimed at addressing one of the main issues faced by companies operating in
China: the lack of an adequate pool of professionals able to take on hybrid
managerial functions at the middle level. Middle managers are in fact
required to ensure an adequate succession within the company internal
promotion system, and no external actors are entrusted with this task.
Knowing that a combination of ‘hard’ and ‘soft’ skills is a key to success,
professionals for their part tend to prefer working for companies that offer better
training and career development opportunities. Working for a company
(particularly a foreign company) with a well-established brand name is seen
as boosting chances for future career advancement. Companies and MNCs
which do not produce consumer goods (and have therefore not become house-
hold names in China) are making strong efforts to build a recognizable
brand identity amongst other things to access professional labour markets.?!
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Professional labour markets in China seem therefore to obey strict market
logic. A further indication of this comes from the observation that even
companies set up in close cooperation with local universities (and therefore
directly involved in the training of their future employees while they are still
undergoing graduate studies) have to face similar pressures in terms of high
turnover rates. Four such companies were interviewed during the course of
research.?? The only company declaring that high turnover was not a pro-
blem ascribed this to the fact that its technology was extremely specific, and
that no other competitors were operating in the same field in the Nanjing
area. Conversely, the case of computer animation companies shows how
market pressures overcome even work relationships that are originally
established through internalized channels. Nanjing has become host to more
than 30 computer animation companies, most of them set up by Taiwanese
investors. Since trained experts in computer graphics were scarce, one of the
interviewed companies set up a shared graduate programme with one of the
Nanjing universities. Students would spend two years in the university, two
years in the company; after graduation, they would be automatically
employed by the company. However, of the around 300 graduates to com-
plete the programme, the company has been able to retain only 80. Most of
the people leaving the company have been employed as lecturers by other
universities setting up similar programmes. Working in an academic envir-
onment is seen as offering high social prestige and a good salary, apart from
leaving enough free time to work as a freelancer for private companies.

The case of HR managers: individual motivation and
collective interests

As most of the interviewees were human resource managers, some observa-
tions regarding the set of motivations driving professionals in choosing their
career paths based on their specific case would seem in order.?® It was
extremely common for the interviewed managers to have moved during the
course of their careers between the state and the private sector. Employment
in the state sector included working for SOEs, as well as for the public
administration. For example, four of the interviewed managers had at a
certain point worked for the NHTDZ administration. Geographic mobility
was also high, with six of the interviewees having moved to Nanjing within
the three years before interview from places like Guangzhou and Beijing, as
well as from neighbouring Zhejiang Province. With few exceptions,
employment in a company did not last much beyond three years.?*

When asked about their future career plans, respondents were equally
distributed between those who would have liked to continue working in the
private sector; those who would be willing to move to the state sector at a
later stage; and those thinking to set up their own business in the future (a
consultancy firm, or a private HR services company for example). For the
first group, the motivations provided revolved around the idea of working in
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a competitive environment in which personal skills are rewarded. Working
in the private sector is also seen as a continued challenge to self-improvement,
as opposed to a state sector in which personal connections and automatic
career advancement are the norm. As one of the interviewees said (the HR
manager of a Sino-foreign joint venture) people entering the state sector are
after signs of social prestige, like obtaining free VIP cards for clubs or golf
courses, or being invited as special guests to dinners and social events. On
the other hand, ‘by staying in the private sector you are continuously
exploring your limits and trying to overcome them’. A similar position was
expressed by another of the interviewees (HR manager of a wholly-owned
foreign company) who said that he would change jobs every time he felt he
had learned enough. In the past, he worked for a large SOE; and had been
able to gain the trust of the General Manager who eventually appointed
him as his deputy. This, he said, clearly implied that he would be trained for
succession. But he felt there was nothing else he could learn in the company.
When he was offered the opportunity to take up a low-level job in a foreign
company, he accepted even if this meant starting from the shop floor again,
because in this way he could learn new skills and show himself that he was able
to climb the ladder of success (once again). The manager of a university-
private joint company who used to be in the army expressed a similar attitude.
He used to say to his employees:

You are now in your late twenties. If you were in the army, by this time
you would be commanding several men. If you worked for as SOE, you
would be workshop directors. But in this company, there is no good in
waiting. The only way for you to be promoted is to work well and to
work hard.

At the same time, even when willing to enter the state sector, professionals
set themselves aside from employees in public administration or in state-
owned enterprises, as they feel they are driven by completely different sets
of motivations. The idea of entering the state sector is in fact mostly seen as
an opportunity to be used at a later stage of their careers — when they have
achieved further skills and competence — as a way to put in practice what
they have learned by working in the private sector. In particular, this option
is advanced by employees of foreign companies, who often feel that senior
level positions are still mostly reserved to foreigners. The idea of entering
the public sector is therefore driven by the desire to overcome a barrier in
their career development, and it is conditional on entering an organization
where their potentialities can be fully expressed. Similarly, professionals
perceive themselves as different from the rampant entrepreneurs who are
seen as profiting more from their social connections than from their real
business acumen. As already said, by moving between the state and the
private sector professionals can build a more differentiated network of
relationships. They can at a certain point decide to mobilize these networks
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(some of the interviewees have actually done so) to enter into new business
activities, usually related to their field of competence. However, they tend to
describe themselves as exponents of what could be called a ‘knowledge-
based’ entrepreneurship, as opposed to the ‘social-based’ entrepreneurship in
which success is exclusively achieved through connections with the political
establishment.

In articulating their collective interests, HR managers are again mediating
between the corporate and the societal levels. Initiatives aimed at forming
adequately trained and ‘responsible’ employees are seen as not only con-
tributing to the success of their companies, but also to China’s moderniza-
tion effort. At the organizational level, they are often active proponents of
social responsibility programmes. Advancing corporate responsibility is
perceived as an effective way to raise awareness and to promote ‘new’ values
among individual employees. At the wider level, some common themes
emerge from the interviews; particularly the environmental concern and the
worries about an increasingly individualistic social structure. Many expres-
sed a willingness to actively participate in the reform of the educational
system, if they were given the chance; and some are making use of the
(reportedly limited) volunteering opportunities to lecture or otherwise act in
public spaces. However, no forms of collective action aimed at advancing
such stances vis-a-vis the state have been observed in Nanjing. This lack of
coordination has been lamented by some of the interviewees, who regret
that most of the efforts in this sense are still based on individual initiatives.

Where forms of collective action can be observed, they are articulated at
the occupational level and directed at affirming a greater role for HR man-
agement within the companies. The institutional spaces in which these col-
lective interest articulations take place can be surprising, as they originate
from the corporate world. One such case is the Human Resource Working
Group organized by the European Chamber of Commerce in China. The
working group holds monthly meetings, in which issues related to human
resource management are discussed. Guest speakers are often invited, and
company representatives give presentations on specific topics in order to
share experiences and practices with their peers. The vast majority of the
attendees are managers of foreign-invested companies; however often guests
from government departments and burecaus are invited to attend as well.
Apart from the official meetings, the group has led to the development of
informal advice relationships between the participants. Among the common
perspectives is the recognition that HR management is not simply an
administrative function, but rather an important component of corporate
strategies. In addition, a private training company organizes a set of regular
networking and training events for HR managers in Nanjing, which have a
high attendance rate. Through these spaces of interaction, a wide circulation
of ideas is favoured, and a specific occupational identity is being built for a
profession which, until a few years ago was not even taught as a major in
Chinese universities.
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Convergence and specificity

The evidence presented in this chapter is based on a limited number of
interviews conducted in only a single and specific location. Generalization
about the emergence of the professional middle classes is necessarily diffi-
cult. Fieldwork in Nanjing seems to suggest that caution should be used in
locating professionals in the middle of a polarized view of the world that
juxtaposes state and market. Since China’s reforms are of a formerly planned
economy, and in a historical moment characterized by the demise of the
welfare state in the name of neo-liberalist modes of regulation, many of
the conditions which characterized the emergence of the professional
middle class in the West are being eroded. There is therefore little doubt
that the equation between the professional middle strata in Chinese society
and the professional classes that emerged in the modern North American
and European nation-states in the first part of the Twentieth Century, or the
white-collar classes of the mass production system, is hard to sustain. A
more relevant question seems to be whether China’s opening up will neces-
sarily lead to a convergence with patterns of class stratification similar to
those that emerged in the industrialized world after the crisis (or transformation)
of the Fordist system. Focusing on professionals offers an interesting vantage
point to observe how evolving forms of global economic organization
interact with local specificities, and it may provide insights whose relevance
goes far beyond the borders of China itself.

Notes

1 In Nanjing, where fieldwork for this chapter has been conduced, entry-level sal-
aries are about 20 percent lower than in Shanghai. Unless otherwise indicated,
detailed information is drawn from author’s interviews in Nanjing, 2007.

2 The combination of individual career development goals with national projects is
related to the concept of ‘patriotic professionalism’ proposed by Hoffman (2006).

3 There were two groups of interviews. The first group included 33 interviews with
representatives from 24 companies differentiated by ownership, sector and scale.
For each company, the human resource manager was asked a set of questions
regarding the strategies adopted by the company in recruiting, training and
retaining professionals. For six of the companies, additional interviews have been
conduced with one or more managers from other departments. Information on
the personal, educational and professional background of the 33 interviewed
managers has also been collected. The second group includes 18 interviews with
Chinese professionals; officials of development zones and development corpora-
tions; representatives of business associations; managers of agencies providing
training, recruitment and other employment services. At the request of the
interviewees, no material is provided in the text which allows the identification of
a specific company.

4 For this study professionals are defined as people engaged in a range of occupa-
tions which require a high degree of technical competence, achieved through the
completion of at least college-level education. The category of professionals also
includes people performing hybrid managerial functions in fields where technical
competence as well as managerial skills are required. For example, production
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managers, directors of engineering departments, supply and purchasing man-
agers, and human resource managers are also included.

5 On the relevance of scale theory for China (Ma and Wu 2005a; Cartier 2005).

6 A clear example is the new Enterprise Income Tax Law, adopted by the National
People’s Assembly on 16 March 2007 and due to become effective on 1 January
2008. The new law stipulates a unified income tax regime for foreign-invested and
domestic enterprises, thus ending the preferential tax treatment conceded in the
past to foreign-invested and export-oriented enterprises. The preferential tax
treatment for foreign-invested enterprises typically consisted in the exemption
from the corporate income tax for a period of two years (starting from the first
year of profitability) followed by a 50 percent reduction of the corporate income
tax for the following three years. Foreign-invested enterprises set up before the
promulgation of the law continue to enjoy preferential tax treatment for five
years (Art. 57). With the new Corporate Income Tax Law, the new tax rate is set
at 25 percent for both foreign and domestic enterprises. However, the tax rate is
lowered to 15 percent for high-tech industries (Art. 28). Preferential treatment, in
the form of reduction or exemption from the corporate income tax, can also be
conceded on income generated through the transfer of technology (Art. 27), as
well as for enterprises involved in agriculture, environmental protection and the
construction of public infrastructure (Beijing Review 14 June 2007).

7 The distribution of high-tech industry and R&D capacity shows however a
strong clustering effect, with sub-regions like the Changjiang Delta (the Suzhou-
Wuxi-Changzhou area, Nanjing, Hangzhou); the Pearl River Delta (Guangzhou,
Shenzhen); and Tianjin remaining natural attractors (Chen and Chen 2005).
China is characterized by huge degrees of internal variations, and the experience
of the professional middle classes in urban high-growth poles of the Eastern
seaboard cannot easily be generalized to China as a whole. On the other hand,
the uneven geographical distribution of R&D and high-tech activities is also
consistent with the idea of a ‘perforated sovereignty’ (Mayer 1994), whereby local
forces actively design and implement localised policy strategies aimed at building
direct linkages with global markets and production forces.

8 Starting January 2007, for example, foreign-invested firms are not exempted
anymore from paying land-use taxes (People’s Daily Online 3 January 2007).
Authors’ interviews in Nanjing show that, starting from 2007, new regulations
regarding industrial land prices and fees are being strictly implemented, thus
leaving little leeway to industrial districts to offer direct preferential treatment to
investors in this regard.

9 As part of a widespread process of urban annexation characterizing Jiangsu
province, Nanjing municipality also took over three formerly independent
county-level cities: Jiangning in December 2000; Liuhe and Jiangpu in April
2002. The three annexed district were all well-established poles of industrial
growth. These have now become urban districts, thus bringing their number from
the original ten to thirteen. The annexations have more than quadrupled the
municipal area, from 1026 square kilometers to 4728 square kilometres (Zhang
and Wu 2006).

10 In July 2005, the daily flux of vehicles on the First Changjiang Bridge had
already reached a peak of 66,000 (Jiangsu Xinhua Ne, 8 July 2005).

11 The names provided here are the names currently in use, after various waves of
restructuring and privatization in the SOE sector.

12 Particularly after the 1990s a number of important Sino-foreign joint ventures
were established in the automotive and petrochemical sectors, including Nanjing
IVECO Motor Co (established in 1996); Nanjing Fiat Auto Co (1995); BASF-
YPC (2000) and many others.
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Nanjing is home to 33 universities and some 80 national-level research institutes.
Among them, Nanjing University is consistently ranked among the top five uni-
versities in China, while six more appear in the top 50. At the end of 2006,
Nanjing’s university system was host to 557,100 graduate students (about
300,000 of them in technical subjects and engineering) and 63,700 postgraduates,
in a total population of 6,400,000. Data provided to the author by Nanjing New
and High Technology Development Corporation, 2007.

While the other development zones are usually placed under the district level
jurisdiction, the NHTDZ is directly placed under the authority of the municipal
government. The developed industrial area is 17.5 sq km, and further 54.8 sq km
are currently being developed for Phase Two. More than 1700 enterprises are
registered in the zone, 320 of which are foreign-invested. Among them Eastman,
Honeywell, Siemens, Fujitsu, Ericsson, DSM, Twentsche and Dyson. Samsung
has established an R&D centre within the zone. More than 200 enterprises have
recognized high-tech status, and are therefore eligible for the new preferential
corporate income tax policies. Around 50 enterprises have been listed as innova-
tive enterprises in the state level 863 or “Torch’ plans.

Even when professionals are trained within the framework of initiatives origi-
nating in the NHTDZ it proves particularly hard to retain them. For example,
among the 170 IT professionals who graduated in 2006 from the Nanjing Soft-
ware Park, the overwhelming majority is currently employed outside the
NHTDZ. Their places of employment convey a clear idea of the extent of com-
petition for highly skilled human resources, which extends far beyond the border
of the city and of the Changjiang Delta itself. About 15 percent of the graduates
are currently working for MNCs in Beijing, Shanghai, and Dalian. 74 are
employed in the Changjiang Delta. Of the remaining graduates, only 23 have
decided to remain in Nanjing.

The new General Manager of the corporation used to be a senior manager in an
important high-tech foreign enterprise. Similar career paths can be found among
middle-level managers. For example, the Corporation has a Human Resources
department which, apart from managing internal human resources issues, is also
providing support and consultancies to companies investing in the NHTDZ.
Apart from administrative matters and advice on labour issues, the kind of sup-
port provided includes staffing services (either through internal channels or
through a network of established relationships with external staffing and recruit-
ment providers) and training services (particularly in demand from small
domestic companies which cannot afford the services of private training provi-
ders). The current manager worked for ten years with Japanese and Korean
companies. Similarly, other middle-level managers in charge of investment
attraction policies used to work for foreign institutes of commerce and trade
promotion bureaus.

The housing stock in the NHTDZ is mixed, with accommodation ranging from
workers’ dormitoriess, to basic houses for relocated farmers, up to luxury villa
complexes for senior managers and foreign experts. Apartments catering to pro-
fessionals cost about 2,500 yuan per square metre. Just outside the NHTDZ,
housing in private developments currently sells for 4,500 yuan per square metre.
This compares with prices which, in the central city area around Nanjing Uni-
versity main campus in Gulou district, can easily reach a range between 13,000
to 16,000 yuan per square metre.

In some cases, companies manage the recruitment process internally. In most of
the cases however, they use the services of specialized recruitment and human
resource service providers. These can be either state-owned (for example,
FESCO) local government agencies, or private companies.
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19 The incentive usually takes the form of the equivalent of one month’s salary of

the referred employee being offered to the referrer, given that the new employee
remains with the company for at least one year.

20 During the course of the interviews, the inability of the university system to

21

produce graduates able to combine good technical skills with the ‘soft’ skills
required to operate within a ‘modern’ corporate environment has emerged as a
constant complaint from both domestic and foreign firms. The importance given
to marks and grades during the course of the academic career is seen as pro-
moting an attitude of being afraid to give the ‘wrong’ answer when faced with an
unfamiliar situation. This attitude goes against the requirements of companies
working in innovative fields, where the ability of the employees to actively pro-
pose new ideas to their seniors even if they turn out to be wrong is seen as an
important asset. The overly protective attitude showed by families (particularly
as a consequence of the one child policy) is also seen as a hindrance to young
graduates’ integration with the corporate environment. HR managers have
quoted cases of their young employees who when faced with problems as simple
as using a fax machine or a water dispenser prefer to phone their parents to ask
for instructions rather than asking their senior colleagues. This can of course be
as much a cliché as a really diffused problem. However, even as an urban myth it
surely hints at a clearly perceived cleavage between the values put forth by the
state and by society at large, on the one hand, and the requirements of the cor-
porate sector, on the other. HR managers in particular feel they have an impor-
tant role to play in forming a class of people able to move beyond the limits
posed by the state education system, by diffusing new values and attitudes
through corporate training programs and through the implementation of new
managerial and organizational models.

On the other hand, companies with a very recognizable brand name have
declared that high turnover is not a serious problem for them. When asked to
explain the reasons, they said that it was exactly because of their brand name
that people would never think about leaving. Working for a famous company is
seen as bringing higher social prestige, and also implies that the employee has
been trained to work in an environment characterized by superior organizational
and managerial practices.

22 For the interviewed companies, the range of institutional arrangements linking

them to universities was quite varied. In one case, the company had purchased
the right to develop a proprietary technology from the university for a period of
five years. In two other cases, the university was directly involved as a share-
holder in the company. In the last case, there was a partnership corporation
jointly set up by the university and a development zone. In all cases, university
senior staff were directly involved in the management of the company; in one,
university staff were also involved as private investors. Students at either the
graduate or post-graduate levels were involved in developing or researching the
technologies applied by the companies, providing the pool of labour from whom
key professional employees are chosen.

23 A total of 24 human resource managers were interviewed. Of these, all but one

were Chinese. The majority of the interviewed HR managers were females (21)
generally in their thirties. This reflects the general gender distribution observed in
HR management in Nanjing. The reasons behind this skewed gender distribution
are rather unclear. Interviewees usually ascribed the predominance of females in
HR management to their being better academic achievers in fields like sociology
and psychology, as well as to their generally higher English language competence.
It can also be hypothesized that, since HR management in China was until
recently seen more as an ancillary administrative that a strategic managerial
function, male professionals if given the choice would prefer to enter more tech-
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nical roles (engineering departments, sourcing departments, finance department).
However, the gender distribution appears to be shifting towards a more balanced
structure, possibly as a consequence of the growing importance given to HR
management within enterprise strategic development. Among the younger gen-
eration of HR managers, the percentage of males appears to be rising. Also, the
path to entry seems to be shifting towards more specific training. While for the
older generation the usual path was the completion of a degree in social sciences
or humanities later complemented by a master in business administration or
management, the new generation can count on academic qualifications that
finally includes (since the mid-1990s) specialized graduate programmes in Human
Resource Management.

24 However, many of those interviewed worked in companies that had only recently

been established.
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9 Professors, doctors, and lawyers

The variable wealth of the professional
classes

Jingqing Yang

Professionals such as doctors, lawyers and university professors are usually
regarded as central elements of the middle classes. While the People’s
Republic of China (PRC) certainly has substantial numbers of doctors and
university professors, and growing numbers of lawyers, these professional
classes are not certainly part of that country’s new rich. In the first place in
relative terms professionals such as doctors, university professors and those
engaged in legal affairs are more automatically to be sited as part of the
established middle class between the establishment of the PRC in 1949 and
the start of the reform era in the late 1970s. In the second place, though it is
clear that certain professionals, and even some doctors, lawyers and uni-
versity professors have benefited disproportionately from reform policies
and the marketization of the economy in general, change has proved to be
more variable, even in large numbers of cases leaving professionals as less
comfortably off than previously if not quite the ‘new poor’.

This chapter explores the institutional and policy changes that have
affected the economic conditions of professionals in the reform era, drawing
on the experience of doctors, lawyers, and university teachers — the three
best established groups of professionals. It first discusses the economic
conditions of intellectuals and professionals in the pre-reform era, suggest-
ing that they were the effective ‘middle classes’ of the earlier PRC located
between the more privileged government officials on the one hand and the
worker-peasant classes on the other. Then it considers the general decline of
the economic status of professionals in the reform era and the opportunities
that economic reform has presented. The last part of the chapter focuses on
each of the three professions in turn, identifying the paths that lead most
usually to individual wealth.

Professionals before 1980

The PRC had substantial numbers of professionals after 1949 and even
before the changes of the late 1970s. The Chinese government, in its pursuit
of modernization that started in the 1950s committed considerable resources
to the education and training of professionals. The Chinese Communist
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Party (CCP) itself relied heavily on educated cadres with specialist knowledge
and skills in the administration and operation of the country’s bureaucratic,
service and industrial systems. Ironically, these professionals and other
educated intellectuals were economically better off and enjoyed more privi-
leged social status than other less educated social strata, such as workers and
peasants, who the CCP always regarded as its natural constituency.

While professionals were often regarded with political suspicion by the
CCP before 1978, not least because of Mao Zedong’s ambivalent attitude to
intellectuals, on the whole they were materially well-looked after by the
regime. For a start, the majority of professionals were salaried state
employees. In addition to their state salary, each professional received fringe
benefits through their work-unit, according to policy and the availability of
resources, differentiated by activity and location.

In the early 1950s, the CCP implemented several institutional changes
which greatly influenced the social and economic life of professionals (Davis
2000a). Firstly, all the educated, especially the highly educated, were
nationalized. The state became the sole employer of intellectuals. University
teachers, engineers, doctors, artists and writers became salaried state-
employees. Secondly, the private sector was rapidly reduced and then
disappeared. With the demise of the private sector, the market where intellectuals
could sell their expertise all disappeared. Thirdly, education, especially ter-
tiary education which is the dominant producer of professionals in a
modern society, was also nationalized. The Party-state not only took over
the administration and financing of all universities and colleges, but also
allocated jobs for graduates. After 1953, all graduates were assigned to
public sector work-units. Fourthly, salaried intellectuals were isolated by the
work-unit system. They were not able to establish linkages with their peers
located in other work-units, and there was no professional association.

The results of these policy settings left professionals powerless organiza-
tionally and politically. In face of the Party-state, they had virtually no
bargaining power and were on the receiving end of any economic terms that
the Party-state decided to impose on them. As salaried state employees,
accumulation of personal wealth became impossible. According to a survey
conducted by the Central Government in 1955, the average salary of senior
intellectuals (mainly well-known professors, writers, scientists and doctors)
was only about 16.8 percent of that in 1937, just before Japan’s invasion
(Chen, Mingyuan 2006). In comparison with other social strata, however,
their salaries left them as the ‘middle class’, between the more powerful
political cadres employed in the administrative work-units on the one hand,
and workers and peasants, on the other.

The Communist government implemented its first significant across-the-
board wage reform in 1956 (State Council 1956). A major achievement of
this reform was the establishment of a general wage scale. New occupational
categories were also established with wage ranks delineated within each
category.
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There were 30 grades on the general wage scale, corresponding to 30
grades of administrative responsibility. The highest salary grade for the
Beijing region was 579.50 yuan, and lowest was 23 yuan per month. Differ-
ent occupational categories (including administrative positions) occupied
different spectra on the scale. Each occupational category was further divi-
ded into hierarchical ranks. For example, the category of state cadres had 26
ranks on the wage scale, occupying grades 1 to 26. Judges and court personnel
had 25 ranks, occupying grade 2 to grade 26 (Korzec and Whyte 1981).
University teaching positions were broken down into four professional
levels — professor, associate professor, lecturer, and assistant professor — and
12 wage ranks, covering grades 6 to 21 on the scale. The monthly salary for
a rank 1 Professor was 345 yuan, and for a rank 12 Assistant Professor 62
yuan. Medical technicians (including doctors and nurses) had 6 professional
levels and 21 wage ranks, covering grades 6 to 26 (Korzec and Whyte 1981;
Chen, Mingyuan 2006). For a rank 1 Chief Doctor, the monthly salary was
333.5 yuan, while for a rank 4 (lowest rank for a doctor) Assistant Doctor,
the monthly salary was 62 yuan.

In comparison, technical workers were divided into 10 ranks, covering
grades 19 (99 yuan per month) to 28 (27.5 yuan per month) on the scale.
Industrial workers had 8 ranks, covering grades 19 (99 yuan per month) to
26 (33 yuan per month). Service personnel in state organs had 6 ranks,
covering grades 25 (37.5 yuan per month) to 30 (23 yuan) (Korzec and
Whyte 1981). Intellectuals had higher salaries than urban workers and con-
siderably higher incomes than peasants. For example, in 1956, the average
net income per peasant in Shandong Province was 86.72 yuan for the whole
year, about 11.6 percent of the lowest level of salary for a university gradu-
ate (62 yuan per month) (Shandong People’s Government n.d.).

These disparities became a concern to the government. Li Yi observes
that the 1956 wage reform produced differentials that were even larger than
in the Republican Era (1912-49), in which generally the highest salary was
about 15 times the lowest (Li Yi 2005: 60-62). To remedy these differentials
the government took action in 1956 and then later again in 1960 to reduce
the upper levels of salaries and to increase wages at the lower end. In
December 1956, a resolution was enacted to reduced the salary rates of
grade 10 and above on the 1956 salary scale (Li Yi 2005: 64).

These changes affected remuneration rates for professionals. In 1957, the
salaries of technicians and engineers of level 1 to 3 decreased. Probation for
four-year university graduates was extended from six months to twelve
months. After probation, the starting administrative and salary grade was
downgraded from 21 to 22 (to 56 yuan per month) (State Council, Person-
nel Bureau 1957). Furthermore, the State Council called a halt to all wage
increases and promotions in 1957 (State Council 1957). These practices were
maintained for two decades so that from 1957 to 1978 wages for cadres and
professionals declined. For professionals in universities, research institutions
and hospitals, as well as technicians and engineers in the industry and other
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state agencies, promotion was non-existent between 1966 and 1978. After
1957, university graduates’ salaries were frozen at 56 yuan per month for
twenty years without a pay rise (Chen, Mingyuan 2006).

Nonetheless, before the 1980s, educated state-employees enjoyed a higher
income than ordinary workers and peasants. Moreover, professional per-
sonnel also had access to a wide range of fringe benefits through their work-
units. These included highly subsidized housing; nearly free healthcare, and
heavily subsidized healthcare for non-working family members; and the
provision of food, household goods and clothing rations that were not
otherwise available. The relatively higher wages and access to fringe benefits
made tertiary education one of the major channels of upward social mobi-
lity even during the Cultural Revolution when education, graduates and
intellectuals were generally viewed with extreme political suspicion.

Xu Weiguo’s story is illuminating. Xu was a worker-peasant-soldier stu-
dent and graduated in 1976 from Central China Normal College. Before
entering the college, he had been a peasant in Hubei Province with only
junior middle school education but with a politically trustworthy back-
ground. Upon graduation, he was duly employed by a government agency
in a big city and earned a salary of 52 yuan a month. The appointment
brought with it status and benefits, as well as a stable income. He was not
required to return to his home village to work the land; his wife and chil-
dren were given urban household registration and lived with him in a big
city; his parents could live with his family and enjoy the urban lifestyle. Xu
notes, ‘For people like me [that is, worker-peasant-soldier students] going to
university was an unexpected gift presented by the time. It was a blessing
from heaven that allowed us to leave the poor countryside, to eat state
[provided] rice, and to earn a stable income!” (Yao 2004).

Walder shows that in the pre-reform era, education was a prerequisite for
aspirant individuals to attain privileged administrative positions and pro-
fessional positions, although administrative posts usually brought more
material privileges to individuals than professional positions. Generally
speaking, in a period of austerity in which the state was almost the sole
source of individual income and fringe benefits, and private wealth were
non-existent, individuals with tertiary education were apparently ‘richer’
than workers and peasants who were allegedly the natural allies of the CCP
(Walder 1995). Between the 1950s and the 1970s, university graduates were
truly high earners, regardless of wage rates (Yao 2004). However, their
relatively well-off standard of living did not continue automatically into the
reform era.

Professionals in the reform era

On the surface the beginnings of ‘reform and openness’ in the late 1970s
and early 1980s appeared to have been good news for intellectuals in general
and professionals in particular. In 1977, one year before reforms were
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adopted, intellectuals started to feel the change. The restoration of the
national unified university entrance examination indicated re-emphasis on
the academic quality of tertiary education and revival of the meritocracy
that had been abandoned during the Cultural Revolution. In various well-
publicized talks during 1977, Deng Xiaoping signalled a sea change in the
regime’s hostility to intellectuals and made commitments to ensure the
development of conditions for professionals. (Deng 1995: 6; 54; 63-64; 69).

While the politics of state attitudes to professionals certainly changed,
with the introduction of the reform era, the economic reality was more
depressing. The wages of state employed professionals in the major sectors
of research, education, culture and health have declined steadily since the
late 1970s. In the late 1970s and early 1980s, wage readjustments were tar-
geted at low wage employees and those whose wages had been frozen since
the 1960s. The 1956 wage scales were not altered and individuals with low
incomes were simply promoted. Incomes for those at the upper ends of the
professional scales were not affected (State Council 1982).

In 1985, the 1956 wage system was abandoned. In future, the wage rates
of different occupations and positions were not to be linked to specific
administrative grades. The unified wage system was broken up into two
major schemes: one in the for-profit state-owned enterprises and organiza-
tions, and the other in not-for-profit institutions (CCP Central Committee
and State Council 1985; State Council 1985). For the majority of profes-
sionals employed in the public sector, the new wage scheme in not-for-profit
institutions provided the new standards for their salaries.

In the new scheme, a professional’s salary was structured to have four
components: a base wage, a position wage, a standing stipend and provi-
sions for bonus. The base wage was the same for all professionals: 40 yuan
per month. The standing stipend was 0.5 yuan per month for each year of
service. Salaries were differentiated mostly by position wages, while the
bonus was highly contingent and not usually calculable in advance.

The results were harsh. For a newly promoted professor, the highest rate
of wage he or she could earn was only 255 yuan a month plus the standing
stipend, which was no more than 20 yuan per month providing he or she
had worked for 40 years. The bonus was not guaranteed. It depended on
how much the work-unit could save from the state budget. In other words,
while in 1957 a Level One professor could receive 345 yuan in salary per
month, his or her colleagues in 1985 could only make 275 yuan at most
(providing he or she had 40 years service in the university), a 20 percent
decrease. In 1957, the wage for a top-level lecturer was 149.5 yuan per
month, while in 1985, it had dropped to 140 yuan (base plus position wage).
For professionals of middle level and above, there is an apparent decrease in
nominal wages. In the new scheme, only the rate for a commencing posi-
tion, such as the beginning level of Assistant Professor, Intern Researcher or
Doctor, those who were newly graduated from universities, were raised from
56 to 70 yuan.
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In terms of real wages, incomes for professionals dropped even further. In
the 1950s, the top-level monthly wage of a professor (345 yuan) could buy
575 kg lamb. In 1985, the wage for the same level of professor, namely 255
yuan, could only buy 32 kg lamb (Lin 1999: 132). As Deng Xiaoping
observed at the time: ‘I am told that an old professor at Beijing University
said recently, “My salary has remained the same as it was when the People’s
Republic was founded. But with the way prices have gone up, my standard
of living has dropped by two thirds™ (Deng 1994: 270).

In comparison, workers seemed to benefit more from the reforms of the 1980s
and early 1990s. With the reinstatement of performance wages and piece-
rates, their income rose faster than professionals. According to a 1982 survey
of eleven work-units in Beijing, state employees with tertiary education who
were under the age of 49 had lower incomes than those with only primary
and secondary education. (Li Qiang 1996; Zheng 2004: 147-148). The out-
comes of this survey were widely cited as evidence of the existence of reverse
wage disparity between professionals and workers: a disparity that did not
improve in favour of professionals throughout the 1980s (Li Qiang 1996).

This disparity ran counter to the widespread belief among all Chinese
intellectuals, including professionals, that they were entitled to earn more
than workers, because of their greater investment of time and effort in
knowledge acquisition, and because their work contributed more to the
development of the country (Pang 1989; Yang 1989). With all the political
rhetoric, intellectuals had a reason to believe that they held the key to
China’s modernization and should be better off than other social classes.
Many writings published in the 1980s and the early 1990s claimed that the
educated earned more than workers in all developed and many developing
countries (Wei and Huang 1993). Some even warned that a reverse wage
disparity could lead to social unrest (Yang 1989).

The warning was not as far-fetched as might first appear. The participa-
tion of professionals alongside other intellectuals in the events culminating
in 4 June 1989 in Beijing was to some extent motivated by their economic
treatment. They protested for example on 15 May 1989 in support of stu-
dents on hunger strike under banners that read: ‘Professors, Professors. The
longer they teach the thinner they become’, ‘Poor professor’, ‘poor PhD’,
and ‘no money in research’ (Zhang Liang 2001: 403-404). The clearing of
Tiananmen Square was followed in October 1989 by moderate pay rises for
intellectuals. The highest rate for a professor, for instance, was increased to
420 yuan per month, but the commencing rate for a professor at 180 yuan
per month was still lower than it had been in the 1950s (Lin 1999: 132). A
more substantial pay rise for university teachers, medical doctors and other
knowledge workers came in 1993, though it was not particularly well
received. The problem was that their support staff in the state sector
received even larger pay rises (Lin 1999: 133).

The dual wage system was blamed for the wage disparity between educated
professionals and the less educated (Xie and Chen 1989; Li and Li 1991).
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Under conditions of economic reform, enterprises were allowed a manage-
ment and fiscal autonomy denied to the public sector work-units where
most professionals work. Employees in public sector work-units depended
almost entirely on the government allocation for their salaries, while enter-
prise workers had their incomes linked to individual and company perfor-
mance (Ministry of Personnel 1983; State Council 1985). Moreover, these
disparities were exacerbated by the development of the private sector.

While the relativities have not been totally or systematically restored,
there has been improvement in the economic returns available to profes-
sionals through a series of pay reforms and institutional changes introduced
since the mid-1990s (Li 1998; Liu and Cai 1998; Lin 1999). Between 1993
and 2003, a series of six wage adjustments more than doubled the fixed
salaries of university teachers and doctors. The pay rises came with a
revamp of the wage structure established in 1985. A professional’s salary
was re-designed as consisting of two parts: a fixed position wage and a
flexible stipend. The position wage is usually guaranteed, while the rates and
purposes of flexible stipend are determined within work-units according to
the performance of the individual and the work-unit. This component
cannot exceed 30 percent of the entire salary for a full-budget work-unit
employee (for example, university teachers) and 40 percent for a marginal
budget work-unit employee (for example, medical professionals) (State
Council 1993).

In 2006, another round of wage reform was implemented, featuring a
further substantial change to the wage structure and providing increases
(Ministry of Personnel and Ministry of Finance 2006). The new system
introduced wages calculated by position grades, wage levels, performance
wages and stipends. Position grades and wage levels determine the basic
wage of an appointment. Specialized technical positions such as university
teachers and medical doctors are classified by 13 grades and 65 levels.
Grade 1 appointments have to be approved by the Ministry of Personnel,
and thus have only limited applicability in reality. Normally senior specialized
technical positions fall between the second and seventh grade, including
Professors and Associate Professors in universities, as well as Chief Doctors
and Associate Chief Doctors in hospitals. Salaries range from 1247 yuan per
month (Grade 7, Level 16) to 4500 yuan (Grade 2, Level 65). Middle level
positions (Lecturer, Responsible Doctor) are listed at the eight to tenth
grades with salary rates ranging from 861 yuan per month (Grade 10, Level
9) to 3380 yuan per month (Grade 8, Level 65). The eleventh and twelfth
grades are reserved for junior professionals (Assistant Professor, Doctor).
Salaries for these positions range from 715 yuan per month (Grade 12,
Level 5) to 3220 yuan per month (Grade 11, Level 65) (Ministry of Per-
sonnel and Ministry of Finance 2006).

Pay rises since the mid-1990s have meant that overall professionals may
be regarded as earning middle-ranked incomes. The highest possible base
income for a state employee is 5,400 yuan per month, or 64,800 yuan per
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annum (Grade 1, Level 65 in the 2006 wage scheme). Clearly, it is unlikely
that on the basis of their state provided income a professor or senior doctor
will make it into the ranks of the high-earners, still less the majority of
middle rank and junior teachers, doctors and other professionals. The
opportunity for some professionals to create substantial personal wealth has
come from the introduction of the market and the commercialization of
tertiary education, healthcare and other services (including legal services).

New rich professionals

When economic reform started the government encouraged university tea-
chers, doctors, engineers, lawyers, and other professionals to trade their
specialist knowledge and advanced skills for extra income in the newly
emerging market. In 1978, for example, the Ministry of Education, Ministry
of Finance and National Bureau of Labour promulgated a provisional reg-
ulation on remuneration for concurrent activities by university teachers
working outside their host institution (Ministry of Education, Ministry of
Finance and the National Bureau of Labour 1978). In 1982, personnel in
the fields of science and technology were permitted to take up second jobs
in other work-units (State Council, Bureau of Technical Cadres 1982).

In practice, few people took up second jobs, despite apparent official
encouragement. In the 1980s, state-employed specialists who provided services
for fees outside of their host work-units found that they could easily be
charged with engaging in illegal economic activities, such as soliciting
bribes, or engaging in illicit speculation, resulting in their incomes being
confiscated (Xiao et al 1986: 107-111; Ding and Yao 1987: 30-32; Zhu et
al. 1989: 147-151). Access to the market was highly restricted by the work-
unit system, professionals’ disciplines and the immaturity of the market.
Employees had long been regarded as ‘owned’ by their work-unit and
mobility between work-units was restricted. Many work-units implicitly
opposed the government’s policies and discouraged their staff from taking
second jobs through concerns about loyalty and complaints about uneven
incomes. Moreover, until the mid-1990s the market demand for advanced
knowledge and skills was more than somewhat limited.

Dramatic change came in the late 1990s when the government started to
reform the institutional work-unit personnel system. This policy change
promoted management of professionals as professionals, loosened adminis-
trative control over them and provided more freedom for them to use their
professional knowledge and skills in non-state organized economic activities
(Ministry of Personnel 2000).

University professors

Throughout the 1980s and 1990s, the economic condition of university
teachers was a main indicator of the Party-state’s treatment of intellectuals.
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Between 1978 and 1998, university teachers were not happy about how they
were treated for two fundamental reasons. The first was the slow growth in
their nominal salaries; and the second was the scarcity of subsidized hous-
ing due to insufficient government investment in tertiary education (Lin
1999: 53).

Market reforms created opportunities for university teachers. At first, the
demand for specialist knowledge was limited to only a few disciplines,
among which foreign language teaching was most popular. The opening-up
policy had encouraged enthusiasm for major foreign languages, mainly
European languages and Japanese. Demand surged hugely above the provi-
sion from the centrally planned tertiary education system. This allowed
foreign language departments in universities to organize extracurricular
short-term non-award courses to generate income and to pay bonuses to
staff. In 1981, the Ministry of Education required all university teachers’
workload to be quantified and all extra work above the formal workload to
be paid (Ministry of Education 1981). Often these activities were organized
departmentally, but university teachers and professors could also organize
their own extra-workload fee-paying activities. Numerous language schools
emerged in Shanghai in the 1990s and language teachers, especially those
teaching English, were in high demand. As a result, language teachers from
Shanghai Foreign Language University were the first among Shanghai’s
university teachers to pay income tax. It is estimated that they could make
an additional 7,000 to 10,000 yuan per month (Lin 1999: 60).

In recent years, the market demand for specialist knowledge has diversi-
fied. The payment for university teachers working outside their main
employment is determined by the market in light of their specialty and
seniority, as well as the reputation of their university and themselves. Tea-
chers of other disciplines, such as information technology, law and business
administration started to be in considerable market demand towards the
end of the 1990s. A first class professor in a field related to economics and
business management can make 20,000 to 30,000 yuan for a one-day lecture;
a second-class professor 10,000 to 20,000 yuan; while a third class 5,000 to
8,000 yuan. The most famous in the field can receive up to 80,000 yuan for a
lecture (Jiangnan shibao 21 September 2005).

Increasingly in the PRC companies have become publicly listed. In 2001,
the China Securities Regulatory Commission required all publicly listed
companies to hire independent directors. Some of the posts for independent
directors are earmarked for experts, such as those with specialist knowledge
in business administration, accounting and finance. Professor Na’s story is
illustrative. He is the head of a research institute of finance in a university in
southwest China, and sits on the board of directors of four publicly listed
companies. Each company pays him 40,000 to 50,000 yuan per year for
acting as an independent director. That alone brings in around 200,000
yuan each year, in addition to his salary, stipends from the university and
research funding (Personal interview 14 June 2007).
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Universities contain more than just languages, IT and business adminis-
tration departments and professors — the areas for which there is most
demand. There has been pressure on the university administration from
those disciplines without much market demand to assist in the generation of
income. Since the early 1990s, university-run enterprises have been widely
adopted as a legitimate way to ensure additional funds. In 1993, Beijing
University dismantled the wall along the southern end of its campus and
built instead a string of small retail shops. Beijing University claimed that
this represented a changed view towards education, though it provoked
heated debate among intellectuals even whilst widely copied by other uni-
versities (Wang Jianbing 2001).

Drastic structural reform was introduced for university teachers in 1999
(Ministry of Education 1999). The government no longer assigned uni-
versity teachers to their teaching posts, nor is their employment protected.
Rather, universities need to establish the number and categories of academic
posts that are required, and then advertise these posts internally or externally.
Teachers have to compete for these posts. This has led to the emergence of a
labour market for tertiary teachers. There has been a decrease in job
security, and an increase in remuneration. The salary for a university
teaching post is now composed of the basic salary prescribed and suppo-
sedly paid by the state, a position stipend, and a performance award.
Universities need to raise the funds themselves to meet position stipends
and performance awards.

The pressure on university funds has consequently increased at a time
when state funding has also become limited. Universities have managed to
afford higher payment for their teachers thanks to the deregulation of fees
and the commercialization of tertiary education activities. Fees are an
important component of funding. Tertiary education had remained sub-
stantially free for students up to 1989. In 1989, the state sanctioned a
change to tertiary tuition fees. A universal 200 yuan per annum was intro-
duced and since then tuition fees have risen repeatedly to 610 yuan per
annum in 1993, 700-800 yuan per annum in 1995, 3000 yuan in 1999, 4200
yuan in 2000, and 5000 yuan in 2001 (Chen, Mingyuan 2006).

The commercialization of tertiary education and increasing financial
autonomy of the institutions has meant that universities are able to increase
payments for their academic staff. The expansion of admissions has also
meant that universities have been under pressure to employ increasingly
more teachers. One result is that university teachers have gained increased
bargaining power, not least because of the reform to the personnel system
that effectively encouraged job mobility. There has often been an intense
competition for professors, associate professors and those with doctoral
degrees. Universities have formulated favourable policies and enticing
packages to attract qualified academics both within China and from over-
seas. For example, the North China University of Technology in 2002
offered a 90 square meters apartment; 50,000 to 100,000 yuan start-up
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funds; and a 70,000 yuan one-off settlement fee to attract graduates with
doctoral degrees (North China University of Technology 2002). In 2003,
Shanghai University offered favourable benefits to attract members of the
Chinese Academies, doctoral degree supervisors under the age of 55, pro-
fessors under 50, and associate professors with doctoral degrees under 30.
The offer for a professor included 100,000 to 200,000 yuan housing subsidy,
as well as special or university position stipends (Shanghai University 2003).
In 2004, Guangzhou University promoted additional benefits, on top of
normal remuneration, for reputable and award-winning academics. For
instance, it offered an additional 300,000 yuan settlement fee for professors
supported by the ‘Cheung Kong Scholars Program’, jointly funded by the
Li Ka Shing Foundation (founded by Hong Kong tycoon Li Ka Shing) and
the Ministry of Education in 1998 (Lin 2004).

While elite academics have benefited greatly from these changes, other
university teachers have also managed to improve their living standards.
The expansion of tertiary education and the emergence of private colleges
have resulted in fierce competition for university teachers. Higher remu-
neration and improved housing conditions have become prerequisites for
retaining staff. The scale of costs is indicated by the case of Jilin University,
which through the amalgamation of five colleges between 2000 and 2004
grew into the biggest university in China. To prevent loss of teachers to
other universities, it has doubled its stipendiary payments to staff (to 100.6
million yuan a year) (Wang Lei 2007) and added 220,000 square meters of
new residential housing to provide accommodation to its staff (He
Zhongzhou 2007).

The emergence of a labour market, the expansion of universities and the
demands of a mature market for advanced knowledge have given many
university teachers, and especially the more senior and qualified, a better
market position. Since 2001, university professors have been one of eight
professional categories that have been monitored by taxation offices as
‘high’ income earners (Li He 2001). In 2005, the State Taxation Adminis-
tration established a new system to monitor nine professional categories of
high-income earners, including university professors, despite the latter’s
complaints (Li Lihui 2005).

Medical Doctors

All the wage and personnel system reforms that have applied to the uni-
versity sector have been almost simultaneously applied to health profes-
sionals. However, fiscal policies for the two sectors have followed different
paths since the early stages of reform. The differences result from the
legitimacy of income-generation patterns in the two sectors and government
regulation of profit pursuing activities. In particular, the difference is related
to the timing of commercialization in the two sectors. Commercialization of
healthcare was introduced earlier than that of tertiary education, which
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means that the healthcare sector started to rely on user fees for finance
much earlier than higher education.

Hospitals have been classified as marginal budget work-units in the state
financial system since the early years of the People’s Republic. This means
that they have long needed to generate part of their revenue from user fees,
with government finances meeting the balance. In the reform era, with the
decline of state budgets, hospitals have been forced to rely increasingly on
user fees. With the collapse of the health insurance system in the rural areas
and the drastically reduced healthcare coverage for the urban population,
patients have been required to meet costs out of their own pockets.

Health professionals are able to obtain extra income in two different
ways. As with their colleagues in universities, medical professionals are also
able to organize themselves to sell their specialist knowledge and expertise.
In addition, it is more prevalent for hospitals and clinics to organize
additional for-profit activities in which healthcare professionals participate.
The major form of state-sanctioned individual income-generation practice
has been providing after-hour services.

Since 1985, health professionals, including doctors, nurses and midwifes,
were encouraged to provide local after-hour services. These activities could
be organized by professionals themselves or by their work-units (Ministry of
Health 1985). Individual professionals were permitted to provide diagnostic
services or surgery for other medical work-units in return for fees. The
policy of encouraging after-hour services was reaffirmed in 1989 (Ministry
of Health, Ministry of Finance, Ministry of Personnel, State Prices Admin-
istration, and State Taxation Administration 1989). The expectation was
apparently that activities would be organized collectively by appropriate
work-units for the purpose of easier supervision, and income generated
from these collectively organized after-hour services were required to be
redistributed by those work-units. The policy stipulated that individuals
participating in after-hour services should be limited to an additional
income of no more than 60 yuan per month (Ministry of Health, Ministry
of Finance, and Ministry of Personnel 1986).

Health professionals, especially senior staff, have proved themselves
resistant to these attempts at regulation. They are not very keen on collec-
tively organized after-hour services. The commercialization of healthcare
and the collapse of health insurance schemes in both urban and rural areas
have led to a situation where patients effectively choose where they go pro-
viding they can afford the services. Hospitals, especially those non-state-
owned facilities that usually do not have reputable specialists on the staff,
tend to employ specialists from major hospitals in major cities as con-
sultants who operate or conduct surgeries during weekends and public
holidays. In recent years, moonlighting among doctors has become a major
source of hidden income for senior specialists who are monopolized by
major hospitals in major cities (Yang 2006). It is apparently possible for a
specialist to earn 1000 yuan in a weekend in this way. Surgeons may make
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even more. For example, the payment for a cataract extraction is between
400 and 500 yuan per operation. A specialist can perform seven to eight
operations a day (Zhi 2002).

Moonlighting is privately organized. Work-units employing the moon-
lighters are usually not aware (at least in any formal sense) of the concerned
specialists’ activities. The secrecy of moonlighting also means that the
income is not reported for taxation. It is understandable that the health
authorities expect more transparency and accountability of practice. The
Ministry of Health spells out clearly that it does not support moonlighting,
but encourages doctors to take up officially arranged secondary jobs (Zhu
2002). While moonlighting remains controversial it is recognized as a
necessary evil. On the other hand, some other privately arranged income-
generating activities are completely illegal. In the past decade, the health
authorities have been targeting drug kickbacks, as well as ‘red packet’
taking among health professionals.

Public hospitals control over 80 percent of drug sales in China (Chen
Wenling 2005). In 2006, on average, 41 percent of hospital revenue came
from drug sales (Ministry of Health 2007) and it is reported that drug sales
provide up to 70 or 80 percent of revenue in some hospitals (Wang Lei
2004). A mark-up of 15 percent on drug prices has long been endorsed by
health authorities to compensate the deficit generated from the delivery of
healthcare (Gao 2005). With the liberalization of the pharmaceutical
industry, competition has been fierce. To boost the sales of pharmaceuticals
in hospitals, the major market for the pharmaceutical industry, drug repre-
sentatives pay secret kickbacks to individual doctors for prescribing the
drugs they sell (Wu 2000; Fang 2004). Some senior doctors can collect up to
100,000 yuan per month from prescribing drugs (People’s Daily 21 Decem-
ber 2005). In 2004, 56 doctors from the Ruian People’s Hospital in Zhejiang
Province were found to have taken drug kickbacks worth 1.1 million yuan
(Zhao Anping 2004).

The practice of ‘red packets’ refers to the informal payments patients give
to doctors for services. They form another source of income for medical
doctors, surgeons in particular. The popularity of red packets is partly
attributable to the state’s regulation of medical services pricing. The prices
of medical services have always been determined by the government. To
increase healthcare accessibility, the government has deliberately marked
down the value of medical services, keeping prices low. A survey of 32 hos-
pitals in Zhejiang Province in 2003 revealed that the rates for 92.9 percent
of surgical procedures could not cover the costs (Gu 2003). Payment for the
technical component of surgeries is very low, accounting for 10 percent of
the total payment for a surgical procedure (Duan 2007).

Patients find that they have to motivate doctors with extra payments out
of their pocket if they wish to obtain quality services. The size of red
packets is determined by many elements, including the complexity of the
operation, the professional rank and reputation of the surgeon, the length
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of the waiting list, and the strength of the local economy. The Govern-
ment has had taking red packets in its anti-corruption spotlight since 1992,
but campaigns targeting this practice have failed to root it out (Li Gang and
Zhao Xinpei 2004). On the contrary, it has become the norm in the
public healthcare system. In 2004, 1135 doctors from hospitals in Beijing
handed in red packets worth 830,000 yuan (Li and Zhao 2004). In 2005,
32,000 red packets worth 5.286 million yuan were declined or handed
over to authorities in Guangdong Province (Liao and Gan 2005). In 2006,
4062 red packets were handed to the authorities in Heilongjiang Province,
with a total value of nearly 1.9 million yuan (Lin 2007). It seems likely that
the red packets doctors are publicized for having handed over or declined
are only the tip of the iceberg. Even the authorities admit that in spite
of their past regulatory efforts, it is very difficult to investigate red packet
transactions. 99 percent of red packet givers would not report their
doctors as long as they are satisfied with the outcome of surgery (Li and
Zhao 2004).

According to the Minister of Health in 2005, the government budget
accounted for 30 percent of hospital revenue in the 1970s and 1980s, but
only 7.7 percent in 2000 (Gao 2005). As a result, hospitals have to rely on
user fees for operational expenses, development, payroll, and updating
infrastructure. A widely adopted measure to increase doctors’ incomes
within work-units is to link the performance part of a doctor’s wage pack-
age, in some cases even the whole wage, to their ‘performance’, namely, the
quantity of drugs prescribed, provision of diagnostic tests, and the use of
other fee-paying services.

For example, Shenyang Traditional Chinese Medicine (TCM) Hospital
enacted a new wage scheme in 2003. It features a ‘redistribution according
to second performance assessment’ procedure. All the doctors and nurses
are only guaranteed 30 percent of their wages (most probably referring to
their position wage), and are required to find ‘ways’ in their own work to
earn the remaining 70 percent, and indeed anything else. A position with a
normal monthly wage of 1,700 yuan is only paid around 700 yuan, including
500 yuan of the fixed wage. The rest of the salary has to be made through
the prescription of drugs, tests and other services. There is also a system
detailing the kickback rates for prescriptions. For instance, doctors will get
11 percent for prescribing herbal medicine, 10 percent for pathology tests
and 13 percent for injections and bandage change. Consequently, doctors in
some popular departments could pocket up to 10,000 yuan extra per month
as a reward for prescribing drugs and services, while others from the least
popular department would only receive about 100 to 200 yuan kickback
from the hospital (Cong 2004).

Although the Ministry of Health has prohibited health facilities from
linking staff wages to prescriptions since 2004 (Ministry of Health 2004),
wage schemes like the one implemented in Shenyang TCM Hospital have
been widely adopted to motivate doctors and as a means to increase
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revenues for the hospital (Tang 2004). Township and village clinics, which
have not usually received any government funding since the start of the
reform era particularly favour ‘performance’ wages as the basic remunera-
tion system for their staff (Min and Wang 2007). Apparently, this model has
led to over-prescription and over-provision of services.

As the prices for medical services are determined by the government
and are usually kept low, hospitals have needed to resort to charging
illegal fees or overcharging patients to raise funds. Revenues from these
sources are partly used to fund bonus or other incentives for staff.
According to media reports, illegal charges seem widespread in hospitals. In
2004, the National Audit Office found over 11.89 million yuan of over-
charges in all ten major hospitals in Beijing that it selected for audit (Zhang
Xuemei 2005).

Lawyers

Lawyers have been around in the PRC for a relatively short time, only
having been resurrected as a profession as a direct result of the changes
introduced during the late 1970s. The number of lawyers remains limited
and is no match for the establishments of doctors and university professors.
By mid-2006, there were only 156,000 practicing lawyers and 12,000 law
firms in China. At the same time, the legal profession is considerably more
marketized and enjoys more autonomy in its organization and business. For
this reason alone lawyers are more clearly and unambiguously regarded as
part of China’s new rich.

Apart from a brief appearance in the mid-1950s, there was no
profession of lawyers in the PRC during the decades before 1978. With
the promulgation of the Criminal Procedure Law in 1979, defendants of
criminal cases were allowed to have lawyers to defend them. The legal pro-
fession was re-established from scratch in that year. The reestablishment of
the legal service profession was not designed as an independent function of
the judicial system representing the interest of clients, but a minor appendix
of the public security-prosecution-court system, representing the govern-
ment interests rather than clients’ interests. Understandably, they were
initially public employees of work-units, and each lawyer had the status of
cadre (Fung 1987). The Provisional Regulations on Lawyers drafted in 1980
and enacted in 1982 stated expressly that lawyers were state legal workers
and their workplace, called legal advisory offices, were institutional work-units
(NPC Standing Committee 1980). All lawyers were on the state payroll. The
government determined staffing quotas and set budgets for each legal
advisory office, which was subordinate to the local judicial department (Zhang
Na 2006).

As state employees, lawyers were supposed to put the state interests above
their clients’ interests. For instance, during the 1983 ‘campaign to strike
hard on crime’ lawyers had the job of persuading convicted criminals who
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received a capital sentence to appeal their verdict. If the convicted chose not
to appeal, they would have ten days before execution. If they appealed, their
appeal could be rejected immediately and they can be executed within five
days (Zhang Na 20006).

Within a few years, the legal profession was reformed. In a ministerial
circular enacted in 1984, the Ministry of Justice granted more staffing
and financial autonomy to legal advisory offices. State-budgeted offices
could use the surplus from their business income to hire lawyers on a
contract basis. The government also encouraged the development of legal
offices completely without a state budget and state-set employee quotas.
These offices were to be staffed by specially appointed lawyers, part-time
lawyers and contract-based supportive staff (Ministry of Justice 1984).
For offices which did have a revenue surplus, the rules of ‘self-determined
business income and expenses and retaining or redistributing the surplus’
applied. The staff of those offices could have higher bonus rates than
their colleagues whose revenue left them dependent of a state allocation.
For those offices operating at a deficit, the government continued to
subsidize the balance. The ministerial circular of 1984 also clarified that
lawyers were intellectuals and should be treated as professors, associate
professors, lecturer and assistant professors politically and economically.
All the policies relative to intellectuals were regarded as equally applicable
to lawyers.

In a report submitted to the State Council in 1986, the Ministry of Justice
requested additional budget for more staff in the next five years, but it also
proposed its retreat from government funding and staff control of legal
offices. Offices should be allowed to recruit lawyers outside the state-
imposed staffing quota. They were paid through office revenues generated
outside a state allocation (State Council, General Office 1986). Further-
more, it was proposed that the government’s full control of staffing, budget
and administration should be changed. To solve the problem caused by a
budget shortage, the Ministry suggested in the report that some legal offices
in good financial shape should be allowed more financial autonomy. It
suggested that greater autonomy be possible for independent accounting;
assuming responsibility for profits and losses; self-control of revenue and
expenditure; and retaining the revenue surplus.

The 1986 report reaffirmed that lawyers were intellectuals and should be
treated equally with those in other specializations. In 1988, the Ministry of
Personnel approved the wage rates of lawyers proposed by the Ministry of
Justice. The positions of lawyers were divided into five hierarchical ranks,
Grades One to Four for lawyers, and a fifth grade for Assistant Lawyers. As
with other wage grades, Grade One was the highest rank. The salary rates for
Grade One to Four were exactly the same as those for university teachers of
equivalent ranks formulated in 1985 (Ministry of Personnel 1988).

The state employment of lawyers and state ownership of law offices
impeded the development of the legal profession. In a proposal made to
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Tianjin Municipal Government in 1988, the Tianjin Bureau of Justice
complained that the current lawyer system no longer met the needs of social
development and the construction of the profession. In the first place, the
state-imposed staff quota prevented the expansion of the profession to meet
the needs of the society. Secondly, a lack of competition meant that the
system failed to motivate lawyers. Thirdly, as cadres serving the interests of
the state, lawyers were not trusted by their clients, especially foreign clients.
This had an adverse impact on the opening-up policy. A major reform that
the Bureau proposed was to trial cooperative law firms in the city (Tianjin
Municipal Government 1988).

After a few months, the Ministry of Justice proposed the trial of
cooperative law firms throughout the country. A cooperative law firm is
designed not to receive any state funds and to have at least three full-
time lawyers not on the state payroll. Lawyers who willingly join the
cooperative law firm have to resign from public positions, or keep their
positions without pay. Cooperative law firms are outside the state account-
ing system and assume complete responsibility for their own profits or
losses. Lawyers do not receive fixed wages, but are paid in accordance with
their performance. In return, law firms enjoy autonomy in the management
of their business, staffing and the use of their revenue (Ministry of Justice
1988).

The privatization of law firms gained momentum in 1993 with the pro-
mulgation of the Ministry of Justice’s ‘Plan to deepen the reform of lawyers’
work’. The ‘Plan’ encouraged lawyers to team up voluntarily, assume
responsibility for their firm’s income and expenditures, take control of their
own development and discipline, and to set up firms that did not require
state appointed staff or financial support. The marketization of legal ser-
vices has been central to this reform, transforming law firms from state-
financed institutional work-units into non-state-budget self-disciplined legal
service organizations, and lawyers from state cadres into professionals. The
Ministry further required lawyers who applied to set up law firms to pro-
duce evidence of resignation from public positions or disconnection with
previous public sector work-units, and to specify in their application the
firm’s financial management system, revenue distribution patterns and the
responsibility for liabilities. The 1993 reform is hailed as the ‘most pro-
found, most thorough, and most open-minded’ reform of the legal system
(Gong 2005).

The promulgation of the Lawyers Law in 1996 was a further milestone
in the professionalization of lawyers. Lawyers are defined as ‘personnel
who have obtained a business license for setting up a lawyer’s practice in
accordance with the law and who are providing legal services for the public’
(NPC Standing Committee 1996). They are no longer viewed as state
workers serving the interests of the state. Lawyers may practice in three types
of law firms: state-owned, cooperative, and partnerships. The latter two
types of firm do not receive any financial support from the state.
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However, even state-owned firms do not necessarily receive a state alloca-
tion. In the mid-1990s, nearly half of the law firms established with state
funds stopped relying on the state for funding. In 1998, state-funded law
firms accounted for 59 percent of the 8,946 law firms. 27 percent were
partnerships and 11 percent were cooperatives (Peerenboom 2002: 353). By 2007,
70 percent of the more than 13,000 law firms had become partnerships
(Zhang 2007).

In spite of the state regulation of pricing for services, lawyers have
enjoyed much higher autonomy in determining the rates they charge. While
the government sets the guiding rates for lawyers representing clients in
civil, criminal, administrative and state compensation cases, they can
negotiate with their clients about the rates of fees for other services, such as
acting as legal advisors and providing non-litigious services.

Economic autonomy has contributed greatly to the emergence of rich
lawyers, but the regional differentiation is striking. As of the year-end
2003, about two-thirds of the more than 10,000 law firms were located in
big cities, while the poorer regions and China’s West had shortages of
lawyers. In 2003, two Beijing law firms generated over 200 million yuan in
business each, while in 2002, there were 16 provinces whose lawyers were
unable to generate more than 200 million yuan gross income in a single
province (Gong 2005). Table 9.1 compares average business turnover for
lawyers in Beijing, Shanghai and China as a whole between 2001 and
2002.

The grand total of lawyers’ business reached 15 billion yuan in 2004,
more than one-third of which was generated in Beijing. The average
business turnover of Beijing lawyers was about a half million yuan in 2004
(Yu 2005; Zhang Lijing 2005). Shenzhen had 3100 lawyers with an annual
turnover of 1.06 billion yuan in 2004, or nearly 350,000 yuan per lawyer
on average (Su and Wu 2005). The 6000 odd Shanghai lawyers made 1.6
billion yuan, or 300,000 yuan per lawyer (Wei 2004). In other cities, the fig-
ures are much lower. For example, the average business turnover of
Chongqing lawyers was only 50,000 yuan for 2005 (Chongqing Daily 31
March 2006). The 371 lawyers of Guilin, a medium-sized city in south
China, generated only 12.19 million yuan in 2005, or 32,800 yuan per lawyer
(Xu 2006).

Table 9.1 Legal business turnover 2001-2002

Location Number of lawyers — Turnover (billion yuan)  Turnoverlperson (yuan)
2001/2002 2001/2002 2001/2002

Beijing 6,000/7,500 1.8/2.7 300,000/360,000
Shanghai 4,500/5,000 1.2/1.5 250,000/300,000
All China  100,000/120,000 8/12 80,000/100,000

Source: Gong 2005
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Income disparities amongst lawyers are severe (Peerenboom 2002: 366).
There are four major employment models in the legal profession: intern
lawyers, full salaried lawyers, commissioned lawyers and partners. Senior
partners and directors of major law firms are usually the highest income
earners. Their annual income can reach over one million yuan. The number
of such lawyers, however, is very limited. Annual incomes of ordinary law-
yers in major cities can be anywhere between 10,000 to 400,000 yuan,
depending on their experience and competence, reputation, and source of
business (Gong 2005; Wei 2004; Zhang Lijing 2005).

In Beijing, a full salaried lawyer is paid 3000 to 5000 yuan basic salary
per month plus bonus, but he or she does not need to seek new businesses.
Commission based lawyers have two wage patterns. For fully commission-
based lawyers, they have to give 30 percent of the revenues generated from
businesses to their law firms. Lawyers can also receive a basic salary ranging
from 800 to 2000 yuan per month, plus 20 to 50 percent of the revenues of
the businesses they service. The lowest income earners are the intern law-
yers, who, according to the law, have to spend a one-year internship in law
firms before they can be granted a practising license. Their monthly
income is between 1000 and 2000 yuan (Zhang Lijing 2005). In general,
an established lawyer in a major city can expect an income of 100,000 yuan
a year.

The income of lawyers is also determined by their specializations. It is
reported that those who are not involved in litigation receive the highest
incomes. These lawyers include those with licenses to provide legal services
related to securities, stock exchanges and listing of companies on stock
markets; as well as in the privatization of state-owned enterprises or
conveyancing (Yu 2005).

The variability of wealth

It is clear that in recent years some university professors and doctors, and
most lawyers have benefited from changes in the economic environment to
achieve significant individual wealth. Nonetheless, it is also clear that
different professions have different patterns of wealth generation and accu-
mulation. University teachers and doctors remain public sector employees,
however much their immediate environment has become commercialized.
For those who are high earners in these professions, the major sources of
both their wealth and their income do not seem sustainable and are highly
susceptible to government changes in both budget and regulation. The
public sector salary rates for university teachers and doctors remain limited.
For doctors, even the state salary rates are not guaranteed. Professionals
from both sectors have had to resort to individually organized activities to
generate extra income that may sometimes put their total income in the
ranks of the highest income earners. The extent of their success though is
very contingent on both the individual’s ability and their specialization. Not
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everyone has the capacity to build on such opportunities. Moreover, in the
healthcare sector, many of these opportunities are illegal.

In contrast, the legal profession has undergone a major privatization.
Lawyers’ incomes are now all but completely determined by the market.
Their sources of incomes are more reliable and their wealth more sustain-
able than professionals in tertiary education and the healthcare sector.
While the excess wealth of very rich university professors and medical doc-
tors depends on government policies and actions, their equivalent colleagues
in the legal profession have an independence that draws on the market.

Economic success has only come to specific individuals within the pro-
fessions, and only then under particular conditions. The majority of pro-
fessionals are not particularly better off as a result of the changes wrought
by the reform era. In spite of the Party-state’s promotion of commerciali-
zation, the markets for professional services remain subject to various but
nonetheless strict control by government. The Party-state is indecisive about
its policies on professionalization. On the one hand, it has introduced
market elements to the professions in the hope of reducing its financial
burden and motivating individuals to provide quality service. On the other
hand, bound by its ideological commitment to socialism and the poor, the
CCP has employed strict regulation on the pricing of professional services.
The regulation of prices has kept the average income of professionals low.
Professional services are thus made seemingly more accessible to the poor
so that government can claim political merit. The Party-state has used low-
wages, even for professionals, as a major competition strategy to boost
China-made in the international market. The lack of political, economic
and organizational autonomy and power has prevented professionals from
monopolizing their markets and further impeded their attainment of higher
percentile incomes. Only a small number of elite professionals have been
able to take advantage of their specific environments to achieve a measure
of excess wealth.
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10 The Forest City

Homeownership and new wealth in
Shenyang

Luigi Tomba and Beibei Tang

On 18 June 2007 the government of Shenyang’s old industrial district, Tiexi,
inaugurated a permanent exhibition on the lifestyles of the industrial
workers who had been living in a neighbourhood known as the ‘workers’
village’ for the last five decades. The exhibition is located in one of seven
buildings singled out for preservation in this Soviet-style residential area
that, built in 1952, originally included 143 large three-storey constructions
and a total area of over 700,000 square metres. The exhibition featured
reproductions of the one-room apartments with shared basic facilities and
kitchens, and displayed the evolution of daily life in the neighbourhood
since the 1950s. Young university graduates wearing wireless microphones
told the curious visitors the pioneeristic adventures of China’s working class
and paid tribute to their struggle to build the glory of the socialist state.

Next door, in a twin building on the same day, an art management com-
pany was holding the vernissage for a new art space. Ironically, it was a photo
exhibition on the ailing industrial sites of China’s rustbelt, abandoned and
mostly demolished in the last decade. The remaining five buildings under
renovation, we were told by one of the young long haired art managers, will
host cafes, restaurants and art ateliers.

In front of one of the workers’ village’s old buildings, still standing but
bearing the unmistakeable marks of imminent demolition, an old lady stood
up from her Majiang table to ask us, the very occasional out-of-towners,
whether we were willing to buy her apartment. 250,000 yuan would be
enough’ she said ‘at least I could buy an apartment in this area. It is
becoming so expensive now.” She was still waiting for a good offer of com-
pensation for the small apartment she had obtained in the 1960s from the
Shenyang Electric Cables Company, one of the city’s socialist behemoths
that recently stopped production, letting go of 20,000 employees.

These three images, adjacent and related to one another, prompted an
observation. In urban settings, the functional relationship between a demo-
bilising working class and the new rich is much closer than one sometimes
expects and the balance of this relationship is often decided by the heavy
hand of the city planners. The unemployed may still live in housing built for
them when they were working in state-owned factories, but they occupy
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land that the local state wants to re-allocate to more profitable use. The
social landscapes created by urban ‘renewal’ (read demolition and recon-
struction) are therefore not decided uniquely by capital flows and price gaps
but also, by the lifestyle choices of a growing class of homeowners and by
the powerful intermediation, planning and decisions of the state.

Disparities in wealth distribution, segregation and stratification have often
accompanied processes of industrialisation and urbanisation (O’Loughlin
and Friedrichs 1996; Smith 1996). In no other setting has the impact of
China’s new rich in re-shaping urban life appeared more comprehensively
and clearly than here, in the heartland of China’s socialist industry, at a time
when the traditional urban suburbs are experiencing a process of industrial
decline.

On 18 June, the district government was celebrating the fifth anniversary
of the establishment of the ‘New Tiexi’ and the beginning of a systematic
rebuilding of the area that included the almost complete annihilation of its
industrial side. Tiexi’s world famous Soviet-style heavy industrial plants
were either closed or relocated outside town in a new ‘development zone’, in
which workers are mainly rural migrants. While the traditional socialist
working class is rapidly losing its long-held entitlements, a new home-
owning middle class and their promoters (local authorities and real-estate
developers) are claiming a de-industrialising Tiexi as the next frontier of
urban living and investment. This is happening on the back of the state’s
mammoth effort to rebuild the city’s decaying housing stock, infrastructure,
environment and reputation. The re-branding of Shenyang from China’s
industrial base to a ‘Forest City’ (with the hosting of the World Horticultural
Exhibition in 2006 and green policies for the fast-paced reconstruction of
inner city suburbs) is just one sign of the city’s fundamental shift to a post-
industrial metropolis (see also Cucco in this volume).

This chapter deals with both how housing reform has affected China’s
patterns of urban social stratification (by providing opportunities to some
and denying others); and the ‘transformative’ power of the new rich, some-
thing that could be defined as their ability to produce value through their
practices of consumption. It contends that the state has two roles as social
engineer: as co-funder of the new wealth and umpire of individual enrich-
ment (policies have shaped patterns of access to housing); and as a social
manager, as social, political and financial capital (in the form of rights and
entitlements but also of land and resources) is redistributed from the tradi-
tional working class to new, white-collar, professional and entrepreneurial
urban elites (see also Guo in this volume).

Research through long periods of fieldwork and participant observation
in Shenyang! asked two empirical questions. One is structural, about the
relationship between the individuals’ position in the system (type of
employment, family background, relationship to the state and residence)
and their ability to gain access to quality housing for the first two decades
of the housing reform. Housing is an important element of the state’s
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funding of the new rich and a determinant of the different paths to wealth
experienced by different groups (entrepreneurial, professional and public
servants). The ability of certain households to profit from state policies and
get ahead in the housing market is largely dependent on their position
within or without the system, although the structure of incentives is chan-
ging rapidly (to the disadvantage of the younger generation). This chapter is
mainly concerned with the opportunities for upward social mobility pro-
vided by housing reform. It focuses on those who, while not properly rich,
have experienced a significant enhancement of their status and consumption
ability.

The second question concerns the role played by the new wealthy in
changing the cities, especially by providing an alternative source of value-
making and embodying the aspiration to a competitive, clean, modern and
efficient city that is replacing the traditional image of the dirty and conflict-
ridden industrial site. While industrial production moves to new anonymous
peri-urban areas crowded by a transient population, traditional city districts
are reconfiguring themselves and competing with one another for a slice of
the commercial, service and residential economy. The different levels of the
government play a major role in promoting this transition, one in which
there is a clear role for the wealthier groups.

Housing reform: creating a middle class

Housing provision has been fundamentally reformed in the last twenty
years. A wealth of academic analysis has been produced on the changing
housing policies (Ma 2002; Wu 1998 and 2002; Wu et al. 2007; Yeh 1995;
Gaubatz 1995b; Wang and Murie 1999; Hu and Kaplan 2001; Li 2000; Li
and Fung 2001) so only a brief summary is necessary to help set the context
for more recent changes. Until the late 1980s, urban residents employed in
State-Owned Enterprises (SOEs) had access to housing through their
employer. Housing was generally built by the work-units or by the local
state. In both case registered urbanites (but not migrants, who do not have
access to urban welfare) had access to almost-free housing.

The reform of housing entitlements began in 1988 when SOEs took
advantage of a provision that allowed them to get rid of some of their
expensive and unproductive housing stocks by selling partial or full prop-
erty rights to their employee-tenants. The practice was, initially, not very
popular as, in the absence of a real estate market, residents could not see
the advantage of homeownership and were unwilling to pay relatively large
amounts of money for the same apartments they had always occupied for
free. Work-units therefore often slashed the prices to a fraction of the
market value and discounts were granted on a number of different bases,
including seniority, family composition and age. This practice continued for
more than a decade and by the year 2001, for example, 58 percent of Beijing
families had purchased their first apartment from the work-unit in which
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they were working (Tomba 2004). This practice also ‘froze’ the existing
unequal housing situation that had characterised the 1970s and 1980s.
Those who had been entitled to a better quality or larger apartment due to
their position in the enterprise, their age and family composition or their
political performance were able to buy more valuable assets. In 1988, at the
beginning of the housing reform, cadres had average living spaces 30 per-
cent higher than workers, Party members had bigger homes than non-party
members and workers in state enterprises did better than those in collective
enterprises (Li 2002).

By the mid-1990s, with the rapid development of a market for residential
housing, the initially ignored advantages of early ownership became very
significant indeed. With the construction of whole new neighbourhoods and
commercial housing estates (shangpin fang — privately owned housing) to
meet growing demand, the emergence of a mortgage industry among the
state banks, and a market characterised by rapidly rising prices, those who
had entered the market early and at a low price enjoyed significant advan-
tages as they could use the property as collateral or as an extra source of
income through the rental market. A 2003 nationwide survey found that 78
percent of urban residents have partial or total ownership rights over at
least one apartment, and that about 13 percent also own more than one.?

Despite the emergence of specialised development companies and the
consequent declining role of work-units in the construction of housing
(since 1998 SOEs are no longer allowed, in theory, to assign apartments to
their employees?), employees in the public sector continued to enjoy a wide
range of privileges in their access to housing. Some companies purchased
apartments to be sold to their managers or highly skilled professionals for a
fraction of the price; successful SOEs managed to provide in-kind subsidies
or to establish a ‘housing provident fund’ from which employees could
borrow at low interest rates; local authorities, who controlled the allocation
of land-use rights were also able to manipulate the housing market: land
releases at lower prices were granted, for example, to developers who were
prepared to sell part of the built housing at below-market prices (often at
25-30 percent discount).*

The implementation of housing policies, which remained in the hands of
local authorities, was characterised by a significant variation across different
localities. In a similar way to that which occurred in cities elsewhere in Asia
(Groves et al. 2007), housing policies privileged the subsidisation of owner-
ship (even among the lower middle income families) over the provision of
inexpensive rental housing.

Gated city, gated people: a toponymy of gated communities

Our short answer to the question about the relationship between state
policies and access to housing is, therefore, that despite increasing dereg-
ulation and privatisation, those ‘within the system’ — even at comparatively
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low salaries® — have done better than those outside the system in obtaining
access to quality housing and, in turn, higher social status. Those who have
enjoyed stable occupations within the public system of employment gen-
erally find themselves in a better housing situation than others. This is
because better work-units were able to distribute better housing in the
socialist period. During the reform period, policies further favoured
employees who wished to buy the houses that they were occupying, while a
number of subsidy schemes were provided by either the government or the
employer to urban residents.

Since the beginning of housing reform, the government has encouraged
ownership as an effective way of maintaining economic growth and devel-
opment and of stimulating consumption. In Shenyang, the dream of
homeownership is now ubiquitous: it fills newspapers and glossy magazines,
TV commercials and street advertising boards, as well as the internet, where
homeowners now account for a large proportion. Ironically, in this former
bastion of the revolutionary working class such slogans as: ‘Ideal for White
Collar Elites!”, or ‘Become a neighbour to nobility!” or again ‘Living here
will change your life!’, linking housing and lifestyle with the pursuit of
status and ‘quality’ are a common sight today.

But who can afford to live the high life in a private gated community?°
The continuous growth of privately owned housing compounds offering a
wide variety of properties, suggests that the common sense answer (those who
make a lot of money), is not enough to explain increasing rates of home-
ownership among urban residents and the continuous hunger for better
quality dwellings that accompanies the re-making of the built environment.

The housing careers of our interviewees in Shenyang reveal the impor-
tance of a family’s position within the public system as a determinant of
successful ownership. Ninety percent of the families interviewed in different
types of middle-class residential compounds were at some point receivers of
welfare housing (fuli fen fang) in the 1980s or 1990s. The quality of the
original welfare housing was in general poor and apartments were not
larger than 50-60 square metres. Residents reported spending between
10,000 and 30,000 yuan (between 1,000 and 3,500 USD) to buy their first
apartment and many were able to resell at a significant profit within a few
years, when the same apartment had become worth up to ten times more.

There are different types of gated residential communities in which the
new rich make their nests, and a toponymy of Shenyang’s middle-class
compounds assists in understanding the distinctive paths to homeownership.

The first type comprises the so-called ‘Commercial Housing Estates’
(Shangpin fang xiaoqu). Despite a relatively slow growth in average housing
prices in Shenyang,” the market prices of better quality apartments in
commercial housing easily surpasses 6,000 yuan per square metre. A typical
80 square metre apartment at this price would cost 480,000 yuan, equivalent
to more than 29 years of an average Shenyang salary in 2005 (16,393 yuan)
(SYNIJ 2006: table 2-5)
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Commercial estates house residents from different occupational back-
grounds. Private business owners without access to subsidised housing often buy
in these areas, but public servants and professionals are also widely repre-
sented. These communities are generally large (from several hundred to a
few thousand families in high-rise buildings) and are managed by private
companies chosen either by the developer or by the residents themselves
through their ‘owners’ committee’ (Read 2003; Tomba 2004 and 2005).
Residents pay monthly management fees of up to 2 yuan per month per square
metre (a lower rate than in Beijing or Shanghai but still a significant
amount) for such services as security, maintenance of public spaces, envir-
onmental services, and facilities such as public parks and sometimes swim-
ming pools and gymnasiums. The visibility of state institutions is very limited,
although in some communities the Party-controlled neighbourhood committees
and the management companies have been merged into one organisation.

While this type of private community is now very common, in Shenyang
despite 20 years of housing reform, work-units and government depart-
ments still control large amounts of housing and contribute to building and
redistributing apartments to some of their employees. Work-unit managed
compounds still constitute a surprisingly large component of post-reform
available housing in urban China. One nationwide survey revealed that in
2003 more than 40 percent of urban residents lived in this type of housing,
although most had become owners (see note 2).

During the 1990s employers often bought apartments in private develop-
ments or, when they had land available, built their own compounds. In
many cases these compounds were comparable in quality to the private
ones, and had similar market value (see also Cucco in this volume). They
also often enjoyed a better reputation among homebuyers than private
compounds, as their residents, who were generally either public servants or
public professionals are believed to be of a ‘higher quality’.®

In Shenyang, government departments still fund the upgrading of hous-
ing conditions for specific categories of public servants. For example, a first-
grade cadre (the lowest level) married and with one child, is entitled in
Shenyang to an apartment of at least 100 square metres. Minimum floor
limits still apply to public employees in government departments and uni-
versities, and vary depending on the position employees occupy within the
organisation. If housing is not adequate, the employer can intervene by
either providing an extra discount or offering monetary compensation for
the purchase of a new apartment. Higher-level cadres also get better deals
when they buy from or through their departments. Some communities built
by government departments, and generally of higher quality and in prime
locations, are exclusively for cadres above a certain administrative ranking
and are not accessible to other members of the same administration.
Ownership rights are, nonetheless, in the private hands of individuals.

Some of these communities are developed by different government offices
or by some particularly well off large enterprises and then sold to their
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employees at a discount.® Although the residents living in these compounds
might come from different work-units they generally belong to the same
supervisory department, or to the same ‘administrative system’ (xitong).'°
For example the so-called ‘Public Servant communities’ (gongwuyuan shequ)
are often built by the district government, and then redistributed to differ-
ent work-units under the supervisory offices according to a quota. Work-
units then proceed to allocate the apartments to their employees who pay
only a fraction of the price but acquire close to full ownership.

The case of the ‘Scientists Garden’ in Shenyang is emblematic. This
community features high quality, large apartments and is inhabited by well-
regarded scientists occupying important positions in large hospitals, uni-
versities and research centres in Shenyang who paid only 2,000 yuan per
square metre out of their own pockets (about a third of the market price).
The remaining cost was subsidised by their work-units.

Some units may attach clauses that prevent employees from leaving the
enterprise or from selling the apartment for a prescribed period. Some, for
example only allow apartments to be sold to employees under the same
supervisory department. These clauses however do not prevent residents
from taking full advantage of the property and many reported their ability
to rent out or sell the apartments despite the formal restrictions.

In addition to cheap housing prices, residents in work-unit sponsored
communities also enjoy all sorts of other benefits, such as free heating (a
major household expenditure in a city of freezing winters) or, significantly,
cheaper management fees. In these housing communities, managers are
hired by the work-unit or the supervisory department and provide better
quality services at lower fees. Residents in these compounds reported paying
management fees that were 50 to 70 percent lower than the standard fee in
comparable commercial estates.

A third category is one in which commercial housing and work-unit
sponsored dwellings coexist. Work-units that build their own compounds
often strike deals with developers. In exchange for high-quality, low-price
apartments, to be sold to employees, the developer is assigned land-use
rights for a number of commercial buildings to be sold at market prices.
Often identical in quality, subsidised and commercial housing are built next
to one another, producing a mix of different types of owners who pay different
prices for the same apartment and different management fees for the same
service. Interestingly, coexistence of cadres or employees and private buyers
often determine rivalries and resentment over the different conditions with
the former labelling the latter ‘low quality’ new rich.

Generational distinction

This positional advantage enjoyed by employees within the system that has
produced very high rates of homeownership among residents in the main
cities and is among the main reasons for the growth of China’s middle class,
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might be fading. Shenyang, where the impact of de-industrialisation and
economic reform has had devastating effects on the consolidated social
structures, shows a peculiar pattern of housing distribution and access
among different generations.

The younger generation of employees within the system, in particular,
appears less advantaged. For those who entered the workforce after the
formal end of housing allocation in the late 1990s, access to housing is
becoming increasingly difficult, as it relies mainly on a stable income and
limited public subsidies. The advantage of long-term employment in the
public service or large enterprises is still great, especially in places like She-
nyang where the state used to dominate the local economy and the incentive
structure still favours public employees.

Generational disadvantage produces a reverse dependency of the younger
generation on the older generation. Parents, especially those who worked in
positions of authority in the public service or in large state-owned enter-
prises, and who retired before industrial restructuring took place, find
themselves having to contribute to their children’s livelihood. For families
affected by layoffs in the industrial sector this often results in the unem-
ployed 35-45 year old relying on their parents’ pensions to send their chil-
dren to school. In better-off families, the older generation’s stable income
and access to housing is essential to fund the younger generation’s access to
their first apartment. A good home, for example, is commonly considered
essential to a ‘good marriage’ and the difficulties experienced by the
younger generation are an important reason for late marriages. Also, while
earlier generations who had access to subsidised housing from their work-
units were able to cash in the housing price hikes of the last decade, those
who tried to enter the market late find themselves struggling in a rising price
environment.

Homeownership remains a very important element in the strategies of
upward mobility. At the same time, the structure of incentives appears to be
changing and evolving. The result is that families are forced to implement
new strategies to cope with the pressure of the housing market.

Post-industrial Shenyang

The boom in homeownership is also associated with the city’s transition
away from its industrial tradition. A construction and residential economy
has become central to Shenyang inner districts’ re-orientation as a compe-
titive, global and post-industrial city, and the new rich, with their con-
sumption habits and their hunger for quality lifestyles are an essential
factor in the city’s re-branding. In 2005, Shenyang was, to the surprise of
many, awarded the title of ‘Forest City’, only the second in the country after
Guiyang. This was in recognition of the exceptional efforts made by the city
to produce ‘urban forests’, improve the environment and increase the per
capita green areas from 3.5 to over 12 square metres between 2000 and
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2005. In 2005, the mayor, Chen Zhenggao, described the transition as one
necessary to improve the city’s competitiveness:

If we don’t pursue the transformation of Shenyang into a forest city, we
won’t be able to improve our condition; with no improvement we won’t
be competitive, and with no competitiveness we won’t be able to
develop and flourish.

(Chen 2005)

It is no coincidence that the greening of Shenyang had to be ‘built’ and
that the forest city reputation now flagged by the city government relied
heavily on the demolition, reconstruction and gentrification that has hap-
pened in the last five to seven years. Forest ‘building’ occurred to such a
degree that in 2005, 38.9 percent of all urban green area was located inside
almost inaccessible private residential compounds.

When asked about the most important consideration prior to buying an
apartment in these communities, informants generally mentioned good
management and a green environment as essential for maintaining the value
of their investment. They also, however, associate efficient management and
the green environment with the need for ‘quality neighbours’. ‘Choosing
where to live’ said one, ‘means to choose a good living environment. This
community is much better than where we used to live. The old community
was dirty and filled with all sorts of people.” Another continued, “We have to
think about the living environment, a good management and a green com-
munity. We have to consider the quality of our fellow residents too. We are
not going to live with those people at sixes and sevens. But I don’t think
that kind of people could afford to live here anyway.’

The planning of a ‘forest city’ therefore goes hand in hand with improv-
ing the quality of the population, by providing a better living environment,
and matches the move away from the city’s dirty industrial image and
working class tradition. With the loss of the working class, urban districts
are, increasingly, gentrified.

Gentrification in Shenyang is not happening as a result of revitalisation
of the existing neighbourhoods. Gentrification involves a thoroughly plan-
ned demolition and re-construction of residential spaces, and a redefinition
of land use (mainly from productive to residential or from public to private)
with the precise intent of making both available to a different section of the
population and to obtain a better return on land usage.

This process is one that involves the new rich both as subjects of policies
to increase homeownership rates (as seen earlier) and as factors in the re-
valuation of the urban territory. The middle-class quest for a better lifestyle
is more valuable to the production of a post-industrial Shenyang than a
conflict-prone working class. “Value’ here refers to both the commercial
value of the land, or of the housing estates built on it; and the human and
moral values (better quality people) that become attached to specific areas
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and that make certain areas more desirable than others. Changing the des-
ignation of a block of land increases the value of the land but, as in all
processes of gentrification, it is the middle-class aspiration to live in a new
place that changes the overall value of the area. In other words, the re-
making of certain spaces changes not only the monetary value of that space
but also the original moral geography of the city (Pow 2007). Specifically,
higher quality humans produce more valuable communities (Tomba 2008).

As argued elsewhere, the rhetoric of quality and of a civilised city do not stop
at setting standards inspired by the ‘civilised’ behaviour of the middle class.
They also prescribe a performative role for the bodies of those who are
civilised. The intrinsic quality of civilised middle-class bodies is portrayed as
a contagious force, to the point that they can create value by re-inventing
physical and social spaces, often for the simple reason of inhabiting them (Tomba
2008) (the effects of quality discourses on status formation in China are also
analyzed in other chapters of this volume; see Zang, Carrillo and Sun).

Observation of such processes of value-making in Shenyang confirms this
picture. In one gated community we investigated in Tiexi residents admitted
their original scepticism about buying an apartment in an expensive com-
pound in a ‘low quality’ district. The developer (a company from Hang-
zhou) started with a small development on the dilapidated site of a glass
factory that had been recently closed. The first development was intended
to showcase the potential for the area to become a convenient and attractive
living environment for middle-class residents and was then expanded to
about eight times the original size after the success of the first phase (at
more than double the price).

The developer’s main problem was to transform the perception of the place,
and improve the potential for the area to become attractive to middle-
income homebuyers from other districts. The developer’s marketing philo-
sophy therefore, beyond building houses, was to ‘create an environment, a
culture and a spirit’. A slogan reproduced several times was:

Real estate is not only a market for land, building materials and ser-
vices, it is also the product of its time, of cultural and spiritual change.
A building is not only steel and concrete, it is also cast around the cul-
ture and spirits it requires.

The marketing of these compounds is therefore based on the idea of a
spiritual and cultural recreation and valorisation of the dilapidated indus-
trial area that is not only a task for the developer but also for the residents.
‘Who could even imagine that such a lush and modern new city stands on
the ground of what were the ruins of an old factory!’

The discourse applied here to the promotion and valorisation of the area
also reproduces the government’s rhetoric of ‘harmonious communities’
(Hu 2005) with its implications for community governance (Tomba 2008;
Feng 2005; Zhao 2005; Tao 2005). The ‘creation of a spirit’ is explained on
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the developer’s website in terms of planning that ‘places humans at the
centre’ (yi ren wei ben — a slogan often used also by local government to
describe the nature of community services) and that aims to achieve ‘har-
mony between residents and the built environment’. A harmonious com-
munity of high quality people can also only be achieved by ‘building a
beautiful space for spiritual and material life’ where ‘the highest value is
obtained only when it is shared with others’ (www.sinhoo.net).

Planned gentrification in Tiexi

While developers market Tiexi and its new gated communities by mimicking
the government’s slogans, the government itself has been busy providing an
overhaul of the district’s infrastructure. During the celebrations of the fifth
anniversary of New Tiexi speakers repeatedly proclaimed the grand progress
of the district that now features large parks, wide roads and high buildings,
and where everyone can now buy good quality meat conveniently at the next
door Carrefour superstore.

Once a traditional centre of Japanese industrialisation and early socialist
Soviet-funded heavy industrial development projects (here were located a
large number of the 156 Soviet funded heavy industrial plants built in the
1950s) Tiexi appears today as yet another new dormitory city with an
increasing commercial flavour. The old industrial heritage (together with
hundreds of thousand of jobs once held by the socialist workers’ aris-
tocracy) has been completely wiped out. The factory and traditional neigh-
bourhood life are all but gone and there is no visible trace of industrial
production in the whole district.!! The planning strategy for the district has
been ‘demolition and relocation’. Most of the old workers who lived in
small and unsafe single story houses were forcibly moved into high-rise
crowded residential communities where they no longer live with their old
workmates. At the same time, the land that had been occupied by industrial
sites was targeted by residential developers for new and expensive gated
communities of the three types described earlier. The result is a high level of
segregation within the district with gated communities on one side, and low
quality housing built with a substantial injection of public investment, on
the other. In Tiexi the district government plans to invest, in 2007, 2.26
billion yuan (US$250 million) or 65 percent of its budget in 35 subsidised
new housing compounds to relocate about 480,000 people, or almost a third
of the district’s entire population (SYNJ 2006). The new apartments will
then be sold at a price comparable to the average compensation that the
inhabitants received for their old houses (2,400 yuan per square metre is the
average). In addition, the local government is also investing 300 million
yuan in infrastructure and 127 million yuan to improve the living
environment of the district.

These investments are only made possible by the generous injection of
funds in the last few years, from the central coffers into the cities of the
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Northeast, struggling to cope with industrial restructuring. The ability of
the local levels of the state to fund these projects is significantly effected by the
fact that large portions of Tiexi’s now valuable land-use-rights are sold to
private and public developers for the construction of new privately managed
gated communities that sell for two to three times the price of the subsidised
housing. In the first four months of 2007 alone, 3.2 million square metres of
private commercial housing were sold in Shenyang for over 10 billion yuan.

At the same time, the local government is investing heavily in adminis-
trative personnel at the community level. Tiexi’s residential areas are divided
into 10 subdistricts (jiedao) and each district contains an average of 10 to 13
residential communities (each with 2,000 to 4,000 families). The 126 com-
munity offices (the lowest level of urban administration) employ about
2,500 people: cadres, employees and ‘volunteers’. These community offices
have an important role in maintaining order, providing subsidies, containing
social conflicts and managing relocations in the poorer neighbourhood. In
the private gated communities (served by a management company), how-
ever, they are virtually irrelevant or work in strict collaboration with the
management company.

Tiexi’s gentrification process, therefore, not only has the displacement of
old residents, the improvement of the housing stock and the change in
character of the neighbourhood (the three characteristics of a ‘classic’ gen-
trification process) (Atkinson and Bridge 2005; Smith 1996; Huang 2006),
but also two original characteristics: the direct involvement of the state, as
land owner and economic planner, in designing the transition; and an
increasing segregation and privatisation of residential life, with high rates of
home-ownership and gated communities becoming the new dominant form
of urban revitalisation.

After analysing processes of gentrification in European and North
American inner-city neighbourhoods Neil Smith concluded that the move-
ment of the middle classes into dilapidated working class areas that origi-
nates gentrification and value creation was ‘a back-to-the-city movement all
right, but a back-to-the-city movement of capital rather than people’
(Smith, 1996). Similarly, in the case of Tiexi, it is hard to imagine gentrifi-
cation without a substantial decision by the state to facilitate or attract the
capital necessary for revitalisation.

The transformation of this 1.2 million strong district into what was called
New Tiexi in 2002 therefore also corresponded to a dramatic re-organisa-
tion of its geography and of its inhabitants. During the 1980s and 1990s,
Tiexi was believed to be a dirty, polluted and uncomfortable worker area,
physically separated by the rail tracks from the more civilised and liveable
centre and commercial areas of Heping and Shenhe. Still today it is not
uncommon to hear demeaning comments about the ‘quality’ (suzhi) of Tiexi
from residents in other districts of Shenyang. But in the short span of five
years, under pressure to find resources to fund the ailing social services for
the mostly unemployed population, the city and district government have
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refashioned the image of the district into that of an appealing and afford-
able middle-class residential paradise. This has been achieved by moving all
industries to the new development zone, pulling down any reference to the
dirty industrial past, selling land use rights to private and public developers;
and finally mummifying and gentrifying the few remaining spaces that
remain today reminiscent of that past (as described at the beginning of this
chapter).

To be sure, to talk about Tiexi as a well-established middle-class paradise
is nothing short of an exaggeration. While this remains the probable ulti-
mate aspiration of the local government, in fact large numbers of dis-
gruntled workers and unemployed living on subsidies or on informal
employment opportunities still make up the largest part of Tiexi’s popula-
tion. Moreover, the transformation of this area is in fact also serving the
purpose of reducing conflicts among the poorest communities of former
workers now living off subsidies and occasional employment, as it has
deprived the workers of all the elements of their identity, by demolishing the
factories that were the focal point of the numerous conflicts of the late
1990s.

In a recent book, Lee Ching-kwan argues, based on research in the late
1990s and early 2000s, that the unemployed in the Northeast would be able
to sustain their conflicts for a longer time because their work-unit-based
communities will maintain a certain level of collective identity (Lee 2007).
Today, this possibility seems less likely locally after the physical transfor-
mation of Tiexi. The destruction of any potential reference to industrial
production, the increased direct control over community life, and the pro-
gressive disintegration of the social texture of these communities has dras-
tically reduced the ability of these workers to organise around either
industrial disputes or residential proximity.

In contemporary China, the state’s policies to favour the emergence of a
new middle class are often justified with the accepted argument that such a
‘responsible’ social group will reinforce social and political stability (Lu
2002; also Guo in this volume). But advanced and educated elites have
become more than just a factor in maintaining social stability. The promo-
tion of the middle class as ‘exemplary’ (Bakken 2000) occurs at various
levels — in official state campaigns, the media, and neighbourhood institu-
tions, through the interest and policies of local governments, and with the
support of marketing strategies of real estate developers, commercial prop-
erty managers, and among middle-class communities themselves. Academic
discourse also often reinforces this understanding of the central role of these
groups in China’s contemporary developmental path. One author, for
example, goes as far as saying:

Our country needs the middle stratum (zhongchan jieceng), because it is
the political force necessary for stability, it is a regenerative force of
production, it is the scientific force behind creative production, it is the
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moral force behind civilised manners, it is the force necessary to elim-
inate privilege and curb poverty, it is everything
(Zhu 2005: 148)

New Tiexi’s gentrification, therefore serves different purposes. On one
side, it contributes to the prevention and dispersal of the conflicts that the
final years of de-industrialisation have inevitably created. On the other, it
uses the rhetoric and practices of middle-class creation to reposition the
district within the city’s new moral geography.

The new rich and the city

The analysis of housing patterns in a late de-industrialising Chinese city
reveals continuity in the role of the state as a planner of urban space and
substantial discontinuity in the aims and the priorities of this planning.

Among the continuities, the Shenyang case confirms that the privatisation
of housing was not driven by market forces alone and that the system
worked to the substantial advantage of at least one generation of public
employees and public servants who now make up the most visible compo-
nent of the new homeowners in the city. Employers and public departments
maintained an important role in determining access to resources, to the
point that subsidised private properties de facto replaced earlier forms of
welfare housing for those lucky enough to maintain employment in a city
with over a million layoffs. This had consequences for the composition of
the new home-owning groups that appear, today, stratified along the lines of
their relationship to the state rather than along those of income. This might
change in the future, with increasing competition for resources and a less
advantaged younger generation who missed out on housing redistribution.

The experience of Shenyang also reveals how the housing economy and
the consumer-oriented new rich are becoming a dominant force that shapes
the processes of urbanisation and the attitude of the government towards it.
Shenyang’s traditional industrial districts are now open building sites and
the construction industry seems to have become the only productive activity
in the traditional urban districts. Under pressure to find resources for a city
burdened by immense social problems, the local state has discovered that
the most useful asset in their hands is the availability of land and the
eagerness of the new rich to achieve better lifestyles and social status. The
control over land and the ability to determine prices and allocation was
only the first part of the equation. The government also needed a way to
turn such areas as Tiexi into attractive and valuable opportunities for
investors. The extensive reconceptualisations of Shenyang into a ‘Forest
City’ and of Tiexi into a land of opportunities for the middle class are
strategies central to the building of a post-industrial city.

While local authorities maintain control over value-making in the post-
industrial city, there is the bigger question of what this transition means for
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China’s urbanisation and for Chinese society. Has the ‘potential for auton-
omy and community’ that researchers started observing in the early 1990s
(Davis et al. 1995) materialised? Has the ‘relaxation’ of state control over
individual lives envisaged long ago led to the emergence of more autono-
mous lives, autonomous forms of consumption and opportunities for free
choice? Chinese cities today are more open, their societies more complex
and the opportunities they present much greater than twenty years ago.
Large cities have mostly lost their traditional vocation as industrial centres
and are establishing themselves as ‘global’ centres (Sassen 2001; Rohlen
2002; Amen et al. 2006) whose development depends on their ability to
compete in the national and international markets by providing the neces-
sary conditions, infrastructures, environment, and concentration of human
resources. In this process of catching-up (Li 2006) new social groups (the
professionals, the educated, but also the politically reliable, in one phrase ‘the
people with quality’) become central to the city’s strategic re-positioning.
The professional and political elites merge to produce a model of modern,
consuming, clean, green and orderly city whose wealth and future depends
greatly on the ability to maintain stability and to marginalise and segregate
social discontent.

Notes

1 Research for this chapter is funded by an Australian Research Council Discovery
Grant 2006-2008 (DP662894). The authors spent a total of 12 months in She-
nyang between 2006 and 2007, visited over 20 communities, and conducted over
200 one-to-one qualitative interviews with residents, local cadres, community
officials and managers.

2 Total ownership rights are held by 66.6 percent, while 11.4 percent have limited
ownership rights. This information was collected by the research project China
General Social Survey (CGSS) sponsored by the China Social Science Founda-
tion and carried out by the Department of Sociology, Renmin University of
China & Social Science Division, Hong Kong Science and Technology Uni-
versity. The project is directed by Li Lulu and Bian Yanjie. The authors
appreciate the assistance in providing data from these institutions and individuals
(China General Social Survey 2003).

3 Factories or administrative units with availability of land use rights (and the
ability to afford it) engaged in what has become known as the ‘last meal’ and
built subsidised compounds for their employees even after 1998 (Unger and
Chan 2004).

4 Many different schemes were put in place by local governments. Research both in
China and outside shows that subsidised housing has only partially benefited low
income residents, and has contributed to the accumulation of housing patrimony
in the hands of the wealthy or of the stable-income professional middle class and
public employees (Li 2002; Tomba 2004; Wu 2002). A similar point has been
made by Li and Niu who define this group as a ‘middle class within the system’
(tizhinei zhongchan jieji) (Li and Niu 2003).

5 Monetary salaries in the Shenyang public administration are still very low. The
monetary salary of a departmental director in the local district government
(juzhang — a mid-level cadre in an administration with responsibility over more
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than 1 million people) is making around 3,000 yuan a month (or about 300
USD), but this amounts to a fraction of its potential income once all perks are
included. The average salary of formally employed Shenyang residents was 1366
yuan per month in 2005.

6 The gated community has become the dominant feature of the contemporary
urban built environment. In this context this term refers to those communities
housing middle to high income residents (Tomba 2008).

7 The average price per square metre rose from 2686 yuan in 2000 to 3110 yuan in
2005, or slightly more than 15 percent. Prices of higher quality housing have,
however, been growing much faster (SYNJ 2006).

8 Several authors have commented on the importance of the discourse of quality
(Anagnost 2004; Kipnis 2006; Yan 2003; Jacka 2006; Tomba 2008).

9 Discounts can vary and are based on different criteria (age, family composition
or employment). They sometimes reach 50 percent of the market price.

10 The ‘administrative system’ (xitong) is central to China’s institutional landscape
(Lieberthal 1995).

11 Beijing documentarist Wang Bing’s 9-hour film Tiexiqu (West of the tracks), shot
between 1999 and 2001 is possibly the only remaining document of the industrial
aspect of the district and of the struggle of the workers and residents to retain
some of the traditional entitlements and lifestyles that had characterised the
harsh life of industrial workers (Wang 2004).
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11 The Shanghai-Hong Kong Connection

Fine jewelry consumption and the demand
for diamonds'

Carolyn Cartier

For the new rich and aspiring middle classes in the People’s Republic of
China (PRC), fine jewelry has become the third most important item of
acquisition after a house or flat and a personal automobile. The People’s
Daily (for example: 23 December 2004; 13 January 2005) periodically
repeats this ranking as if it is a national fact and so propels into media cir-
culation the notion that precious metals and diamonds are among the most
highly desired things in contemporary life. In this list, fine jewelry has dis-
placed the personal computer, which commonly held third position in a list
of the ‘three major items’ (san da jian) of consumer interest in the late
1990s. Jewelry industry data supports the claim while the realities of jewelry
consumption are highly uneven and associated with the consumption prac-
tices of the new rich in major cities. It also suggests just how quickly con-
sumers have acquired a full complement of personal goods and household
furnishings, appliances and electronics. Now the things that drive consumer
passions are more often items with luxury characteristics and investment
potential. Young professionals are especially showing increasing interest in
luxury goods, whether they are following new rich consumption practices
for fine jewelry or participating in the ‘democratization of diamonds.’
Rather than focusing on the purchasing power of the new rich, this
chapter provides a contextual assessment of jewelry and precious metals in
the consumer economy through interrelated conditions of consumption and
production. First, it introduces the idea of ‘maximalism,” or the conditions
and representations of spectacular production and consumption, as a basis
for generating popular perspectives on style, desire and demand and for
understanding some particular characteristics of evolving consumerism in
the PRC. Next, the focus shifts to ‘Golden Week,” or the three week long
Chinese holidays, to contextualize the realities and experiences of luxury
shopping, and how the market for jewelry has grown and in relation to
decreasing demand for traditional 24-carat gold or chuk kam, 99 percent
pure gold jewelry and ornaments. The transformation is explained through
the new mobility of the affluent and middle classes and their evolving sites
of leisure consumption, which necessarily incorporates travel to Hong Kong
as the PRC consumer’s primary ‘overseas’ shopping destination. Finally, the
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widespread consumption of diamond jewelry could not be taking place
without the ‘democratization of diamonds,” the proliferation of diamond
jewelry with small stones and related expansion of jewelry manufacturing
and retail firms. In this process, the role of the financially independent pro-
fessional woman and the young female consumer in purchasing their own
diamond jewelry is contributing to market expansion.

These explanations—finding the rising demand for diamonds in replace-
ment goods for traditional gold purchases and the regionalization of
consumerism and jewelry brands—contrast with global industry claims that
De Beers International diamond group developed the diamond market in
the PRC through advertising and retail promotion (Harris and Cai 2002).
The central state and municipal governments are also involved in support-
ing the long-term growth of the industry through the establishment of pre-
ferential economic policies, including an international diamond-trading
center and proposed diamond and gold jewelry shopping districts in
Shanghai.

‘Maximalism’ and the demand for diamonds

A stylistic exuberance has characterized consumption among the new rich
in the mid-2000s, especially in Shanghai: a man orders a bouquet of 999
roses for a Valentine’s Day gift at a cost of 35,000 yuan, while a Shanghai
luxury goods fair promotes a diamond-encrusted mobile phone for 3.5 mil-
lion yuan. The Shanghai-based online company www.Gem21.com highlights
its auctions with advertisements for extraordinarily large and colorful dia-
monds, while the mainstream press makes a representational spectacle of its
events: ‘A 19.305-carat natural diamond ‘Siam Star’ will debut at an auction
in Shanghai ... with a price estimated at over ten million yuan (about 1.25
million U.S. dollars), the most “precious” natural diamond in the Shanghai
auction history’ (Xinhua 12 January 2006).

The Pudong Shangri-la Hotel widely advertises a luxury Valentine’s Day
package at a cost of 388,000 yuan, which includes dinner, a deluxe suite,
diamond jewelry, Cartier watches, massage-for-two and a fireworks display.
Stanley Ho Hung-sun, the casino mogul of Macau, acquires a 218-carat
diamond to be placed on display in his new casino-hotel, the Grand Lisboa.
When asked about the value or cost of the stone, Mr. Ho allows: ‘It’s a
matter of hundreds of millions. Just think of it — some one-carat diamonds
are worth over US$100,000 and their prices keep rising’ (Ho in Hu 2007).
Because of its size and significance — the second largest flawless D-colored
diamond in the world — Mr. Ho can officially name the diamond as a
matter of record with the Gemological Institute of America: The Star of
Stanley Ho.

While most diamond and precious metal jewelry purchases in the PRC
are small, a trend toward what may be called ‘maximalism’ — in which size
reflects not only the product or thing consumed but also symbolizes the
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competitiveness and achievements of institutions (as the person, firm, city
and nation) and their cultural economic characteristics (economic success,
high-style and global competitiveness) — has swept the media economy
around contemporary consumption.>? Some reality drives the hyperbole:
large, flawless diamonds appreciated in the early 2000s, and are more con-
temporary and highly concentrated forms of wealth than traditional pur-
chases of chuk kam, which have long characterized individual and
household-based precious metal consumption. Indeed, increased demand
for large flawless diamonds in Asia is driving up prices for the best stones
(Forden 2006; Interviews 2007). Such trends are likely not so much what is
‘Chinese’ about consumption (Latham 2006) but rather expressions of eco-
nomic power in an era of rapid economic growth. Neither is maximalism a
set of sustained practices, since open flaunting of wealth has periodically
become a contentious issue and hotly debated in the PRC press (Rosen
2004: 159-60). As ‘large’ purchases, fine jewelry is typically not publicly
flaunted but worn in private circumstances and as one investment choice for
the new rich.

The significance and value of extraordinary gems is constructed and
conferred in diverse local and global sites. Shanghai and Hong Kong are
China’s major centers of fine jewelry consumption, while they are also con-
nected through networks of production and historic and contemporary cir-
culations of leisure culture and industry capital. In the arena of
maximalism — spheres of production and consumption of the best, bright-
est, largest and most valuable gems — one of these sites is the auction house.
Not the online activities of 21 Gem, but the one with elite pedigree and
global reach. In this arena, Christie’s and Sotheby’s both serve China
through Hong Kong where Christie’s especially handles fine jewelry. In
2005, a Christie’s auction at the Hong Kong Convention and Exhibition
Centre contributed to a new annual high in the firm’s jewelry sales (Blauer
2007). The outstanding lot was a 42.21-carat yellow diamond, which
received a high bid of $2.62 million from a Hong Kong buyer, while Main-
land Chinese bidders acquired seven of the ten most expensive lots. More
than a new high in jewelry prices, the press reported the event in cultural
economic terms of fine art. Indeed, it was a ‘rare art market event. ...
Jewelry is now looked at as an art form, not just an accumulation of pre-
cious stones’ (Melikian 2005). The idea of fine craftsmanship in precious
metal working and jewelry-as-art is not new, while intensification of interest
in internationally significant gems from buyers in the PRC is significant.

Events featuring spectacular gems, jewelry and art coalesced in Shanghai
in the early 2000s. In 2004, ‘The Art of Cartier’ appeared at the Shanghai
Museum — the distinctive building in the shape of a Shang dynasty ding, a
legged ritual vessel, in People’s Square in central Shanghai whose perma-
nent exhibits include a range of Chinese antiquities. This show of jewelry-
as-art media, which toured to Tokyo and Singapore in addition to several
European and North American world cities, featured historic gems and
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large named stones such as The Star of Africa and commissioned pieces for
members of the European aristocracy. ‘The Art of Cartier’ preceded by a
few months the spectacular ceremonial opening of Cartier’s flagship PRC
store at Bund 18, the renovated neoclassical building originally designed by
Palmer & Turner for the Chartered Bank of Australia, India and China in
the 1920s. The opening event, attended by a vice-mayor of Shanghai and
stars of the Chinese film and fashion industries, was heralded across the city
by a blimp that rode above the Huangpu River blazing ‘Cartier’ in lights,
while the Australian large format projection specialists, The Electric Canvas
(2004), transformed the building fagade into a night-time light sculpture in
Cartier motifs. The conservation of Bund 18, designed by the Italian archi-
tect Fillipo Gabbiani and Kokaistudios, led to a UNESCO Asia-Pacific
Heritage Award of Distinction and international recognition for adaptive
reuse of a historic building. A mixed-use commercial development, the
project includes Bund 18 Creative Center, a noncommercial contemporary
art space directed by a professional curatorial staff whose opening exhibit in
2005, ‘Frozen Feelings — An Emotional Market, showed a multi-media
installation by French artist Maurice Benayoun, which was one of many
events of the ‘Year of France in China’ official international exchange
(China Daily 9 October 2004).

Sponsorship of cultural events and the promotion of luxury goods in
association with cultural sites is becoming a high-profile strategy for luxury
goods firms in China’s world cities. The positioning of luxury goods brands
in such commercial-cultural spaces seeks to re-differentiate the luxury object
from the so-called democratization of designer brands, which has char-
acterized world city consumerism since the late twentieth century (Thomas
2007). In a world of designer names on t-shirts, and fake watches and copy-
bags, the luxury goods firm is seeking to recover its distinction and rein-
stantiate the exceptional qualities of its products in the eyes of elite and
aspirational consumers. Such strategies are taking place in prominent sites
of historic authenticity and leisure experience, places where visitors
encounter the luxury brand in association with unquestionable sites of
world-class significance. In 2004, “Watches and Wonders,” an exhibit of ten
European luxury brands, including Cartier, appeared inside the Forbidden
City’s fifteenth century Tai Miao (Imperial Ancestral Temple), while ‘the
last descendent of the imperial family, the brother of Pu Yi, the last Chinese
emperor, was entrusted with the calligraphy for the exhibition’ (Mailliard
2004). Industry and Beijing government officials prevailed at the opening,
where meétiers d’'art demonstrated watch-making, precious metal craft and
diamond setting. The exhibit presented hundreds of historic mechanical
watches, which resonated with the Forbidden City’s own Watches and
Clocks Museum in the Feng Xian Tian (Chamber of Serving the Ancestors)
and the Qing imperial court’s known interest in European timepieces, fol-
lowed by an area for ‘brands to receive visitors and guests in a more private
setting’ (Mailliard 2004). Thus the exhibit mixed commercial and historical
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genres of encounter, placing the visitor in the symbolic position of reception
at the imperial court to consider acquisition of a fabulous object, as if a
unique opportunity and singular experience, where the material resonance
of hundreds of years of Sino-Western exchange might be purchased for
mere thousands of yuan.

Through news media, business advertising and public exhibitions, the
circulation of information about these events brings to common knowledge
the rise of demand for fine jewelry and diamonds among the new rich and
aspirational consumers. Exposure to such information arguably develops
more general demand for such ‘positional goods’ (Hirsch 1976) through
‘demonstration effects’ (Frank 1985) and their reverberations in different
arenas of society. However, actual purchases of such European brand name
luxury goods grew slowly in the early 2000s (Croll 2006: 317-22); while
recent reports suggest that a luxury goods market is growing among 20- and
30-something year olds new rich in major cities (Beijing Youth Daily 19 July
2005), an age group that is younger than luxury goods consumers in devel-
oped regions.

Ultimately, what is important to luxury goods industry interests is that
while the PRC consumed 13 percent of the world’s luxury goods in 2004,
compared to 40 percent in Japan, Japan’s share is dropping and within a
decade the two countries are expected to become relatively even in their
total consumption share (Brown-Humes 2005). These figures, from Gold-
man Sachs’ equity research division, and presented at the ‘Financial Times
‘Business of Luxury’ Summit’ in Shanghai in 2005, predict that by 2015 the
PRC will rank first among countries in luxury goods consumption. How-
ever, the figures do not represent that over 80 percent of what is counted as
the PRC’s luxury goods consumption is from non-domestic purchases,
which includes Hong Kong — and thus the role of places at a distance in the
evolution of cultural economies of consumption (James 1987).

‘Golden Week’

European designer shops fill Hong Kong’s major malls and line several
streets in the city’s Central District, yet shoppers encounter the city’s
famous jewelry stores in greatest concentration along Nathan Road in
Mongkok — a streetscape where gold and diamonds glitter through the
windows and the Mandarin dialect or national language (putonghua) is an
increasingly common language of exchange. ‘Golden Week’ is an economic
opportunity for the retail sector in Hong Kong while its official origins are
in Beijing, in the government policy to promote consumerism and develop-
ment of a national market based on household consumption. Citizens of the
PRC have historically saved too much to generate a consumption-driven
economy, and the government wants them to go out and spend (Croll 2006,:
269-70). In 2000, the State Council and the National Tourism Administration
announced three week-long holidays — commencing with Chinese New Year,
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the May 1 Labor Day holiday, and October 1 National Day, which have
become prime times for domestic leisure and overseas tourism.? As a survey
in five PRC cities (Beijing, Shanghai, Guangzhou, Chengdu and Dalian) by
the Hong Kong Trade Development Council (HKTDC 2002: 1-2) confirmed,
‘consumers have the habit of visiting jewelry shops, especially on holidays.
The peak seasons occur at the three “golden weeks™ in both the PRC and
Hong Kong, while ‘consumers are interested in buying jewelry products in
Hong Kong because of their wider selection of designs, reasonable prices
and guaranteed quality.’

Outside the Mainland, Hong Kong is the most common destination for
business and leisure travelers, and it is also the first city that most have
sought to experience. ‘Hong Kong and Macao are ... incubators for ...
newly globe-trotting Chinese travelers. It is where the Chinese are taking
their first tentative steps outside the mainland’ (Greenlees 2005). In the late
1990s, when PRC elites began to hold passports and before leisure travel
took-off, travel was primarily for business and Hong Kong was the primary
destination (Croll 2006: 92-3). In the mid-2000s, three-quarters of PRC
outbound travel was to Hong Kong and Macau, while Hong Kong’s 40
percent of the national total accounts for just over half of the city’s 23-25
million annual visitors (HKTB 2007c, 2007d). Under the ‘one country, two
systems’ formula, the Hong Kong-Guangdong border remains controlled;
but in July 2003, in the aftermath of the SARS crisis and in the wake of the
1997-99 financial downturn, Hong Kong and Beijing agreed to implement
the Closer Economic Partnership Agreement (CEPA), which, among other
products, allowed Hong Kong-made jewelry to enter the Mainland duty-
free, and loosened up individual travel by creating the Individual Visit
Scheme (IVS). Not unlike the geographical trajectory of reform itself, the
IVS scheme was first available only to residents of the wealthy coastal cities
in the Pearl River Delta, followed by Beijing and Shanghai. By 2007, the
scheme included all 21 cities in Guangdong province, 3 cities each in
Jiangsu, Zhejiang and Fujian provinces, 2 cities in Liaoning and 13 inland
provincial capitals. Partly as a consequence, Hong Kong has become a
relatively regular business and leisure destination for Pearl River Delta
residents, while the Hong Kong Tourism Bureau (HKTB) (HKTB 2007a,
33) calls such multiple short journeys ‘consumption visits.’

As Golden Week draws near, as many as 300,000 Mainland visitors enter
Hong Kong on the preceding Friday, crushing the land border at Luohu
(for example Xinhua 3 October 2004). Those who are on leisure journeys
prefer to shop and spend little time in or money on hotels. While companies
do not maintain sales data on individual customer place of origin, general
figures for the mid-2000s hold that Mainland visitor expenditures on jewelry
accounted for up to 50 percent of a firm’s total sales during Golden Week
(Xinhua 30 September. 2005; Horscroft 2007).

In Mongkok, Hong Kong jewelry stores Chow Tai Fook and Chow Sang
Sang predominate and, among Mainland consumers, are the most popular



Downloaded by [Australian National University] at 17:01 27 October 2014

The Shanghai-Hong Kong Connection 193

and highly regarded, even by comparison to international and domestic
brands (HKTDC 2002: 14), in part because of their strong regional lineage.
Chow Tai Fook, which has two branches on Queen’s Road Central, other-
wise maintains six shops on Nathan Road in Mongkok. As Hong Kong’s
oldest and largest manufacturing and retail jewelry firm, having begun in
Guangzhou in 1929, followed by a shop in Macau before locating in Hong
Kong in 1939, it historically specialized in selling chuk kam and gained a
leading reputation by establishing the 999.9 pure form of yellow gold that
has become a standard. Chow Sang Sang, with four stores in Mongkok,
also has roots in Guangzhou and moved to Hong Kong in 1948. In the late
1980s, these firms began shifting standardized design manufacturing into
the Pearl River Delta, and now about 75-90 percent of a Hong Kong firms’
productive capacity takes place in Panyu, Shunde and Shenzhen. In 1998
Chow Tai Fook opened its first PRC branch in Beijing (Chow Tai Fook
2006) and by mid-2007 the company had 500 jewelry stores, including at
least one in each province, more than any other retail jewelry firm in the
larger Greater China region.

Even as Hong Kong jewelry stores have been expanding in the PRC, its
consumers have had many reasons for buying jewelry in Hong Kong. The
port’s tax-free status on import of precious metals and stones combined
with local and regional production means that the cost of fine jewelry is
lower than elsewhere in the region, while the city’s regulated and service-
oriented consumption environment provides assurance for expensive pur-
chases. Its history as one of the few world gold commodity exchanges
means that 24-carat gold is readily bought and sold even by individuals,
so that a piece of jewelry or ornament may be sold back to rejuvenate
discretionary and investment income. Hong Kong is also a major jewelry
design center, and it is an industry strategy to differentiate stores and loca-
tions by limiting design availability, keeping the newest styles in Hong Kong
and apportioning stock so that each shop shows about one-third unique
merchandise. The discerning consumer knows this. In one group interview, a
30-year old professional woman from Shanghai explained that when she learned
her father was going on business to Hong Kong, in 2002, she dispatched
him with cash to purchase her diamond wedding ring. What mattered most
to her was that the quality would be excellent and that the design would be
up-to-date, and probably not available in the PRC. She had no primary
interest in whether her fiancé purchased the ring or made a ritual presenta-
tion of it. Her story prompted an elderly woman originally from a small
town in the Yangzi River Delta to recall how Shanghai served a similar
function in the consumer’s mental map in the pre-war era: if an uncle was
making a journey to Shanghai your mother might ask him to buy a dress —
from a distance what mattered most was that it came from Shanghai, that
era’s pinnacle of fashion.

The new rich have particular reasons for shopping in Hong Kong. Not
unlike high technology production, the jewelry industry’s latest designs and
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highest value products are still manufactured in the city by family-owned
firms, including workshops in the high-rise Central District where stagger-
ing rents are less consequential than maintaining proximate control and
security over the largest stones. Even though this production environment is
relatively small, it is a world where customers arrive on referral and they
know that the best jewelry has always been crafted in platinum. While
transactions involving rare stones, such as those auctioned through Chris-
tie’s, and The Star of Stanley Ho, are typically managed by intermediaries,
the world of unique diamonds and custom-diamond jewelry is one in which
the new rich often consume individually and directly. Another social milieu
comes to light in this context: the so-called mistress culture of the Hong
Kong-Shenzhen city-region, in the form of significant ‘presents’ for wives,
which have little to do with normative gifting but rather the economic bar-
gain in which a wife gains assets as if compensation for loss of a husband’s
fulltime presence in the form of spectacular jewelry. Principals of fine jew-
elry firms insist that such social relations underpin a significant part of
consumer demand for large stones among women from wealthy households,
and across Asia (Interviews 2007).

Of course, gold has long had a particular resonance in Chinese society
among all classes, and the importance of 24-carat gold jewelry among
traditional household assets and in dowry wealth is well known, though
practices concerning the use and transfer of jewelry-as-wealth are less well
documented. Gates (1985: 263) notes that gifts of gold jewelry, especially
the older forms made from softer gold, were ‘the real money’ and were not
to be worn except on special occasions. It was possible for individual
consumers to buy 24-carat gold jewelry in China as early as 1982, and later
during the reform period, about 80 percent of the gold consumed in the
PRC was in the form of jewelry (rather than gold bars and coins). Yet the
People’s Bank of China regulated the trade and only a few state-owned
enterprises were permitted to manufacture, which yielded common designs —
unappealing to the new rich. Deregulation of the gold market was projected
to take place in association with continuing economic reforms and the
PRC’s membership in the World Trade Organization, but before the
Shanghai Gold Exchange opened in 2002, and most barriers to gold trade
were removed in 2003, gold jewelry in the PRC was subject to a VAT and a
consumption tax that made local prices more than 20 percent higher than in
Hong Kong (O’Connell 2003).

By comparison to the gold market, the trade in platinum was relatively
unregulated in the PRC (Lee 2004; O’Connell 2003), and while the price of
platinum is traditionally higher than gold, its perceived value alone makes it
an investment target for the new rich. In the context of this shift, yellow
gold color quickly came to be viewed as not only old fashioned, but also
less precious. In 1992, the International Platinum Association introduced
platinum products to the PRC (Courage 2004). By the late 1990s, branches
of Hong Kong jewelry stores began appearing in major cities; and, in the
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context of the rising trend for platinum, white gold came to be accepted as a
lower cost visual substitute. From a position of unremarkable consumption
in the early 1990s, the PRC became the world number one consumer of
platinum in 2002, displacing Japan (Han 2002). Considering the influence
on Asian styles from Japan, where platinum and white gold have long been
the preferred jewelry metals, it is reasonable to conjecture that Japan’s role
as a regional center of taste-making also influences jewelry consumption.
Indeed, the HKTB (2002: 12) survey on jewelry consumption in Chinese
cities shows how respondents in Shanghai, Beijing and Dalian, cities with
relatively strong Japan connections, preferred platinum more than con-
sumers in Guangzhou and Chengdu. Allowing for multiple responses, 68
percent of respondents overall chose platinum as the most highly desirable
jewelry material, while only 30 percent chose chuk kam and 21 percent
chose carat gold. In market research conducted by the London Bullion
Market Association in 17 PRC cities in 2002, 26 percent of women inter-
viewed responded that they already owned a piece of platinum jewelry
(Courage 2004).

While consumer tastes and preferences for precious metals and fine jew-
elry have been shifting away from yellow gold toward silver-colored metals
and with stones, especially diamonds, it would be wrong to suggest that the
consumption of gold in the PRC is declining; rather it is declining in the
form of consumption of yellow gold jewelry and by comparison to pre-
ference for consumption of platinum. In the mid-2000s the PRC was the
third largest consumer of gold, after India and the US, and, after dereg-
ulation of the gold market, became the third largest producer in 2006
behind South Africa and the US, displacing Australia (China Daily 20 July
2007). In the mid-2000s the PRC consumed over 200 tons of gold and pro-
duced somewhat less, while gold industry analysts project its gold con-
sumption to increase to as much as 600 tons by 2012 (China Daily 6
September 2004). Such increased gold consumption will be positive for the
economy, according to the Bank of China (China Daily 25 September 2003),
because significantly increased demand should increase gold imports,
thereby cutting the foreign trade surplus, decreasing foreign exchange
reserves and easing geopolitical pressure to let the yuan appreciate. Before
the end of the third quarter 2007, the PRC’s gold production had increased
so much that analysts predicted it would become the largest producer in the
world, displacing even South Africa (Shanghai Daily 17 September 2007).

The ‘democratization of diamonds’

Several factors in the transformation of production and consumption of
diamonds are combining to make diamond jewelry accessible to and desired
by consumer groups who are not typically considered to share purchasing
positions with the new rich and aspiring middle classes. This penultimate
section considers changes that are turning the Chinese jewelry industry into
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an industrial regime with some mass production characteristics, and focuses
on general trends in diamond consumption and especially the role of
women in purchasing their own diamonds — a longstanding regional trend
that is emerging in China and in association with leisure and discretionary
consumption in Hong Kong.

On the production side, in addition to the conditions raised above,
including the shift of Hong Kong-based firms to the PRC and the dereg-
ulation of markets in precious metals, key suppliers in the world diamond
trade are partnering with manufacturing firms in China. In addition to the
entry of the Diamond Trading Company (DTC), the distribution subsidiary
of De Beers Group, diamond trading and manufacturing firms from Bel-
gium, India and Israel — traditional centers of diamond cutting and polish-
ing — have been locating in the PRC, where they find the production
environment less bureaucratic and the market for diamonds growing faster
than in India (Arole 1999; Hasan 2006). In addition to Chow Tai Fook and
Chow Sang Sang, some of these firms are DTC Sightholders (the highly
restricted number of firms to which the De Beers cartel sells rough dia-
monds), and all fall under the Kimberly Process Certification Scheme, the
international agreement established in 2002 that seeks to prevent conflict
diamonds from entering the regulated trade. The PRC established the
Shanghai Diamond Exchange in 2000, became a member of the Kimberly
Scheme in 2003, and is seeking to increase diamond import and processing.
On 1 July 2006, under power of the Ministry of Finance, the State Admin-
istration of Taxation and the General Administration of Customs, the value
added tax on imported uncut diamonds was abolished and the tax rate on
imported refined diamonds was lowered from 17 to 4 percent, in a move
reported to address ‘widespread smuggling;’ in the first quarter of 2007, the
PRC’s import of diamonds increased 170 percent over first quarter of 2006
(Xinhua 28 April 2007). Thus, the development of more favorable conditions
for the production and consumption of diamonds and fine jewelry has cen-
tral state coordination and provincial-level management oversight, with
Shanghai as the international trading center. In 2007, the Shanghai Gold
Exchange began to allow individual consumers to purchase, keep and trade
gold bullion (Shanghai Daily 26 June 2007).

The role of Shanghai as a center of trade in diamonds and precious
metals is also evident in the planning and development of the consumer
landscape. In 2006, the local government of Huangpu District, the area
behind the Bund whose major axis is Nanjing Road, announced a ‘5-3’ plan
for a redevelopment of retail shopping with a focus on fine jewelry and
diamonds (Shanghai Morning Post 17 June 2006). The ‘5’ stands for five
gold consumption areas, while ‘3’ refers to three jewelry design and pro-
duction zones. The plan for retail development names five concentrated
areas of jewelry shopping, including parts of the Nanjing Road pedestrian
street, the Jiangan Temple area and the old West Gate neighborhood. The
three design areas would encompass existing municipal facilities, namely the
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Shanghai Urban Industrial Design Center and the Shanghai Tourist Sou-
venirs and Handicrafts Design Center, and develop a new tourist exhibition
site dedicated to demonstration of stone processing and jewelry manu-
facture for the new diamond consumer. In 2002, the Huangpu District
government was already working with the Shanghai office of the US con-
sulting firm McKinsey to plan the revitalization of Nanjing Road by
‘bringing in international brands while phasing out the outmoded busi-
nesses’ (Woetzel in Thorne 2002). This integrated production-consumption
environment for diamond jewelry is also evident in coordinated advertising
campaigns in Hong Kong and Shanghai by Chow Tai Fook and the Hong
Kong Tourism Board.

On a construction wall hemming the sidewalk along People’s Avenue,
where it cuts across People’s Square in central Shanghai, Karen Mok gazes
out from an end-on-end row of advertisements. Large format ads from the
same 2006-07 advertising campaign could be found in any one of a number
of MTR or subway stations in Hong Kong, as well as along Nathan Road
in Mongkok. Karen Mok is an acclaimed Hong Kong-born actress and a
pop star in Greater China, as well as being Karen Joy Morris, her birth
name, in Hollywood film. She embodies a certain cosmopolitan iconicity of
global possibilities for young women: successful and unmarried in her late
30s (while looking 20-something in the ad copy), she appears thoroughly
self-possessed, in charge, sexy and solo — indeed, possibly man-free. She is
the celebrity representative of Chow Tai Fook’s Achievement Collection and
its ‘Love Yourself, Buy It for Yourself’ tagline. As considerable market

Advertisement, Nathan Road, Mongkok (photograph by the author)
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research by the diamond and jewelry industry confirms (HKTDC 2002;
Hudson 2007), women in Asia commonly buy their own fine jewelry and so
the industry markets directly to their independent decision-making.

The basic profile of the average PRC visitor (either business or leisure) to
Hong Kong in 2006 was clear. She (57 percent of Mainland visitors in 2006
were women) was in her mid-thirties, married, college educated and
employed (HKTB 2007b). She was on a single-destination repeat vacation
to Hong Kong, came with friends or family members and did not join a
tour group. Her primary activity was shopping, and her primary items of
purchase were clothing, shoes and fine jewelry. She was from Guangdong,
most likely Guangzhou or Shenzhen, and otherwise from Shanghai or
Beijing. Indeed, the HKTB’s consumption tourism growth strategy focuses
on ‘young offices ladies’ from the Pearl River and Yangzi River deltas
(HKTB 2007c). The HKTB also promotes Hong Kong as a consumer des-
tination for women through a celebrity television series, featuring Karen
Mok, Jacky Chan, Andy Lau, Fu Mingxia and Ding Lei, which has shown
in Mainland cities that are party to the IVS scheme (HKTB 2007a: 36).
During 2005-07, one campaign featured Karen Mok for the Shopper of the
Year Contest and the annual Hong Kong Shopping Festival, which target
women through images of latest-trend shopping and cosmopolitan lifestyle.
Theses events are also advertised through China UnionPay, (the bank card
network established in China in 2002, launched in Shanghai), so consumers
receive direct marketing information about Hong Kong shopping through
ATM or bank account use in the Mainland.

Chow Tai Fook’s Achievement Collection represents an aspirational
luxury for young women because it features larger diamonds (minimum 0.3
carats) than typical purchases, which are 0.01 — 0.15 carats. Indeed, the
average price of most diamond jewelry sold in the Mainland during the
early and mid-2000s was under 1,000 yuan (2000 yuan in Shanghai),
including gifts purchased for Valentine’s Day (HKTDC 2002: 15; Yuan
2005). Thus with growth rates for fine jewelry consumption in China at 15—
20 percent per year (China Daily 30 January 2007; Hasan 2006) most con-
sumption will be for small diamonds. Diamond jewelry manufacturers in
the Pearl River Delta set mostly small stones and, whether in Hong Kong
or in Mainland cities, women are the primary consumers for these relatively
affordable pieces. Industry origins of this low-cost diamond jewelry market
are in the early 1990s in Hong Kong, where MaBelle, one of the city’s more
ubiquitous fine jewelry brands, explicitly sought to overcome the historic
view that diamonds are ‘luxurious and unreachable’ by popularizing the
‘everyday life diamond’ and the HK$1,000 diamond ring (MaBelle 2005).
Wearing diamond jewelry on an everyday basis has not yet spread widely to
Mainland cities, but the trend is alive; and such democratization of dia-
monds will also evolve in the context of increased demand for diamond
wedding rings. Survey research on diamond wedding ring acquisition by
DTC China for De Beers Group shows that four out of ten Chinese brides
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received a diamond ring in 2006, while numbers are significantly higher in
Shanghai and Beijing (Hudson 2007). However, use habits suggest that
diamond wedding rings tend to be viewed as a form of wedding equity not
unlike dowry gifts (China Daily 30 January 2007). When asked directly
about wearing jewelry, several women interviewed for this project in
Shanghai said that they had diamond wedding rings but wore them only on
special occasions; they kept them stored at home, in a manner that reflects
historic habits of keeping chuk kam. Nevertheless, when asked what is their
most highly desired luxury item, 48 percent of women in China ranked
diamond jewelry number one, apparently second in the world only to Hong
Kong, at 61 percent (Hudson 2007).

A tale of two cities

In setting forth some basic contextual conditions of the production and
consumption of fine jewelry in China, we can see how the role of particular
cities and their cultural and economic connections underpin the growth and
transformation of the jewelry industry and its rise as a focus of consump-
tion interest among the new rich. Hong Kong’s position as the capital of
jewelry design and manufacturing in Asia in the second half of the twentieth
century, combined with its firms’ manufacturing base in the Pearl River
Delta and the proliferation of Hong Kong jewelry brands across PRC cities,
demonstrates regional origins of the jewelry industry and its development
across the country at large. Rising consumer interest in fine jewelry has also
grown in the context of the Hong Kong shopping trip and especially in
association with the experiences of millions of women, and their demon-
stration effects, who hone their tastes in the latest styles through multiple
leisure trips to trend-setting destinations. While multinational corporate
marketing analysis credits De Beers Groups with building a market for
diamond jewelry in the PRC, the reality is that what the industry calls the
self-purchase market, especially purchases by women for themselves, was already
strong in Asia. When the question of what is ‘Chinese’ about consumption
is considered, the contemporary demand for the highest quality metals and
the best stones suggests that contemporary consumption of fine jewelry
reflects historic practices of keeping chuk kam, including as dowry gifts.
Shanghai under reform has reclaimed its role as a center of consumer
culture and business leadership, no less so in the fine jewelry industry. The
city now serves as a base for internationalized metals trade and diamond
trading, and while it is premature to suggest the larger trajectory of jewelry
production and consumption growth in China, it is clear that the industry
base in Shanghai will assume greater significance. The focus of European
luxury goods brands on urban China and the Shanghai market particularly
reflects a certain excitement about the city’s potential consumer culture,
rather than realities of contemporary consumption practices. Yet, based on
surveys of travel destination interest, Europe is the number one region that
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PRC travelers desire to experience. So European brands such as Cartier are
seeking to tap this interest domestically while reinstantiating the meaning
of ‘true’ luxury goods in the collective mind of the new rich and in the face
of the proliferation of low-cost fine jewelry. It is also premature to draw
conclusions about the impact of China’s rising demand for precious metals
and diamonds on world markets, yet it is clear that industry analysts
already interpret rising prices in relation to increased demand from the
PRC.

Notes

1 Information in this chapter includes data from interviews carried out in Hong
Kong and Shanghai in 2006 and 2007, which were supported in part by a US
CIES-Fulbright Fellowship, held in the Department of Geography at Hong
Kong Baptist University. Normal protocols of informant anonymity are main-
tained. Hong Kong Baptist University student Joanne Yuen-yi Lo conducted
preliminary research for the project.

2 This strategy is also reflected in the contemporary PRC trend especially in
smaller cities to generate recognition and publicity by staging a mass activity that
will gain a place in the Guinness Book of World Records (Southern Weekend 17
August 2007).

3 At the end of 2007, the State Council designated additional national holidays
and shortened the May Day Golden Week to three days.
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Feminism with Chinese characteristics or
the return of bourgeois feminism?

Louise Edwards

The emergence of the new rich in the PRC was no accident of the liberal-
ising economic system. Rather, it was a conscious consequence of CCP
design. The CCP has been instrumental in providing the economic and
social structures required for the creation of this wealth, and as well-
schooled Marxists, the Party leadership no doubt realised that such a fun-
damental change in the economic substructure would produce equivalent
dramatic shifts in the superstructure of culture, ideology and politics.
Scholars and commentators expended considerable energies during the
1990s exploring whether the emergence of this would indeed generate
demand for liberal democracy. It quickly became apparent through cross-
national studies that the new rich have had no difficulty cooperating with a
full range of government structures: from democratic through to author-
itarian (Robison and Goodman 1996b: 2-3). However, research findings
also showed that while the economic reforms propelling wealth creation did
not always produce a USA-style political system, they have produced
change in the relationship between the ordinary people and the state (Saich
2000).

In the case of China, recent scholarship has explained this new relation-
ship as being one typified by the Party-state’s greater flexibility (Gries and
Rosen 2004), increased tolerance of dissent (Wright 2004) and more dex-
terous cooption of disparate interests groups (Dickson 2004). A central
question emerging from this work has been to explore the mechanisms
buttressing the CCP’s claims to legitimacy as the sole ruling group for the
nation. Vivienne Shue suggests that the CCP’s central legitimatising plat-
form is their perceived ability to maintain order and stability while produ-
cing economic growth (Shue 2004). Perry and Goldman (2007) argue that
the need for the CCP to curb official corruption and enhance accountability
is central to upholding both the appearance and reality of this social stability.

For the CCP, legitimacy is routinely supported by explicitly theorised
political philosophy that is disseminated not only to Party members but also
to the broad mass of the population. The CCP has retreated from explicit
direct control of the economy since 1978 but it has not resiled from its self-
appointed position as ideological guide for the nation. Dickson (2004: 142)
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has noted that in the reform period the CCP still constructs and dis-
seminates ideological rationales for policy decisions as they have since the
PRC state was founded in 1949. Thus, the desired social order with eco-
nomic growth and the emergence of the new rich is presented as being
embedded within an overarching philosophy of grand CCP-design. The raft
of legitimising maxims accompanying the reform campaign such as ‘The
Four Modernizations’, ‘Socialism with Chinese Characteristics’ and ‘The
Three Represents’ stands as evidence of this imperative.! This process of
establishing philosophical rationales for policy shifts provides historical
and intellectual weight to the CCP’s increasingly technocratic pragmatism
while still allowing ideological change. They are designed to reduce challenges
to the fundamental principle underpinning governance in China - the
continuation of the CCP’s sole rule.

The new rich have emerged as significant new political forces within this
context of a CCP-led philosophy of rational design that has produced
radical economic change and increasing flexibility in state-society interac-
tion. Apart from their direct involvement in elite provincial and national
government systems as well as CCP politics, the new rich appear within a
dynamic sector of the Chinese political scene, loosely called ‘issue politics’.
Through a case study of the politics of the women’s movement since the late
1970s, this chapter argues that issue politics are emerging as an important
new feature of the twenty-first century Chinese political scene as a direct
result of the emergence of the new rich. Individuals and organisations are
cooperating and mobilising to effect change in CCP policy on matters of
local or sectoral concern without seeking the overthrow of the Party’s
monopoly on power. The new rich promote stability for the political and
economic status quo (since it produces the very wealth they presently enjoy)
and simultaneously avoid the unwelcome punitive attention of the
authoritarian Party-state.

The CCP is far from threatened by these issue politics. The very segmen-
tation of the problems addressed in issue politics implies the authority and
legitimacy of the overarching moral, social and political order. The frag-
mentation of campaigns into bite-size problems not only makes them
appear solvable but also confirms the need for a strong political structure to
implement any required changes. Just as contesting Provincial interests in
China confirm and invigorate awareness of the PRC as a Nation rather than
fragmenting it, activism around issues of sexual or domestic violence or sex-
based exploitation confirms the need for more Law and Order, more struc-
ture and ultimately more government. Therese Wright shows that the acti-
vism on labour issues reflects a similar trend towards fragmenting social
problems and presenting them as isolated incidents rather than symptoms
of broad systemic inequities. For example, discrete cases of worker exploi-
tation (unpaid wages, dangerous work conditions) can be raised within the
broad context of recognition of the Party-state’s role in correcting these
deviations from official policy. Wright presents this phenomenon as a
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‘pressure release valve’ (2004: 136) that helps keep social order by reducing
the potential for mass revolt by millions of oppressed workers. However, it
is also a far deeper feature of the political structure of the Communist
Party-state — incumbency provides the Party-state with scope for encoura-
ging multiple sites for enhancing popular engagement with and ultimately a
sense of ownership of the current system. The publicity given ‘isolated inci-
dents’ of worker exploitation or the execution of ‘individual’ corrupt cadres,
function like the maxim that runs ‘the exception proves the rule’. They are
essentially presented as isolated cases that confirm the status quo.

To explore the phenomenon of newly emergent issue-based politics, this
chapter examines the transformation in the Chinese women’s movement
during the reform period. The evolution of the movement is an excellent
example of the shift in relationships between the Party-state, various gov-
ernment and non-governmental organisations and individual PRC citizens
(Howell 2003). But most importantly, as a major social campaign that
has been sustained over a number of decades, the efforts to enhance the
status of women in the PRC provides a case study of the way issue politics
are emerging as significant forces within the Chinese body politic.
China’s women activists are not seeking fundamental change in CCP-control of
China, but they are seeking to influence the way their society functions.
Inequality between men and women is presented as a series of loosely
linked issues rather than as part of the broader problem of the resilience
of patriarchal structures under socialism or the inadequacy of CCP
leadership.

Communist women versus bourgeois feminists

Political activism advancing women’s rights relative to men’s has a lengthy
history in China. This feature makes the women’s movement a particularly
useful case study for monitoring the pulse of Chinese politics. In addition,
because privileged women — largely urban-based and educated — have
dominated the Chinese women’s movement from its inception in the last
decades of the nineteenth century through to the present, it provides scope
for the exploration of the changes in the connection between privilege and
politics. And the new rich are nothing if not privileged.

The first decades of the Chinese women’s movement focussed on inequi-
ties that privileged women faced in comparison to their brothers, such as
equal access to political rights, inheritance and education (Edwards 2008a).
Winning equality with men in marriage, divorce and adultery laws also
featured significantly. Like vanguard movements seeking fundamental social
change, they also fought on behalf of their less privileged sisters for parity
with men in work and wages. The membership base of the women’s move-
ment broadened over the course of the first three decades of the twentieth
century to include a wider cross section of the urban population. But with
the formation of the CCP in 1921, feminist politics were seen increasingly
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through the lens of European Marxism’s deep suspicion and disdain of
‘bourgeois feminists’.

The dismissal of women’s activism for women’s equal rights as ‘bourgeois
feminism’ was imported to China directly from Europe along with the core
of Marxist philosophy. Boxer has explored the origins and impact of
‘bourgeois feminism’ as a concept within an international and historical
context. She notes that it emerged first with Clara Zetkin in 1889 with her
promotion of the idea that the ‘woman question’ would only be solved by a
Communist revolution. Such a revolution would change the relationship
between labour and capital in ways that a bourgeois women’s movement
could never achieve. This position soon became a foundational principle for
Socialist and Communist parties and persists up to the present day (Boxer
2007). The CCP’s adoption of this policy promised myriad benefits for their
then-small political party. The bulk of publicly politically active women in
China in the 1910s and 1920s were located and organised within the
women’s rights movement. The CCP sought to attract these women, with their
extensive organisational and networking skills, to the communist
movement. CCP advocates publicly denounced non-CCP women activism as
a waste of effort and a diversion of talents (Xiang Jingyu 1923). At the same time,
they sought to invite these same bourgeois women to participate in CCP-led
activities in order to harness their skills (Goodman 2000; Gilmartin 1995).

While many active feminists in China joined the Communist cause and
allied their interests to the goal of achieving a class-based revolution those
that prioritised the campaign for women’s rights had to contend with the
dismissive accusation that they were ‘bourgeois feminists’ seeking a limited
and elitist political change. Moreover, women that sought to promote
greater sex equality within the CCP structures and operations frequently
faced the stern criticism that they were lapsing into ‘bourgeois feminism’.
Some women, such as the writer Ding Ling, who was severely criticised for
this stance in 1942 (Ding Ling 1942: 317-21) suffered repeatedly over the
ensuing decades for their ideological ‘deviation’.

To achieve the goal of drawing women activists to their cause, the CCP
established a central Women’s Bureau and Women’s Associations in every
locality under their control to specifically address the special problems of
women. The cadres allocated work within these spheres were undertaking
CCP sanctioned ‘woman’s work’ (Edwards 2004). The duties of this portfo-
lio included mobilising women for the CCP agenda as well as raising lit-
eracy and knowledge of equal rights principles among women. However, the
disdain with which feminist advocacy was held among the CCP camp cast a
pall over the entire project of ‘women’s work’. Women communists fre-
quently complained that they were ‘relegated to’ or ‘trapped in’ women’s
work (‘Funii yingdang’ 1939). The Ding Ling example noted above shows
that the CCP’s contradictory policies of inviting feminists into their cause
and then corralling women’s activism within the ‘women’s work’ rubric
constrained both feminism and socialism.
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The CCP’s suspicion of and active disdain for non-CCP led women’s
movements continued for the remainder of the twentieth century. After the
establishment of the PRC in 1949, the Party transformed its Women'’s
Bureau into the All China Women’s Federation (ACWF). The existence of
the ACWF was regarded as obviating the need for any independent or
antagonistic feminist movements since the ACWF was deemed to address
all significant special problems for women and girls. Wang Zheng (2006)
describes the ACWF members as ‘state feminists’. Jude Howell writes: “The
ACWF became the sole officially recognized organization for representing
women’s interests ... [with] the dual role of transmitting Party policy,
interests and perspectives downwards to women, while simultaneously
reflecting the needs and interest of women upwards’ (Howell 2003: 192-93).
In effect, between 1949 and the mid-1980s, the ACWF was primarily a
conduit for disseminating CCP policy to the women masses, rather than an
advocate for women.? China’s ‘state feminists’ of the PRC drew a clear line
between themselves and their ‘bourgeois’ predecessors throughout the dec-
ades of engagement with the Party-state.

The economic and political reforms that have occurred since 1978 have
produced scope for novel roles for China’s ‘state feminists’ and significantly
they have also created space for women’s activism outside of ACWF con-
trol. The ACWF commenced energetic lobbying on behalf of women in the
post reform years and new groups also emerged to promote social change
on specific aspects of women’s interest. Much of the style and scope of these
groups would in earlier periods have been dismissed as a dead-end, danger-
ously distracting bourgeois feminism. The new rich would have been titled
China’s new bourgeoisie and their version of feminism regarded as ‘bour-
geois’ and therefore threatening to the overall CCP discourse of legitimate
governance. However, the emergence of a political space for issue-based
politics since the middle of the 1990s has enabled China’s women’s move-
ment to maintain and even extend its credibility and effectiveness within
broader Chinese political and social spheres. They have achieved this new
position while simultaneously avoiding the political problems of being
labelled ‘bourgeois feminists’.

The women’s movement in post-reform China

Issue-based political activism emerged in the 1990s with the government-
sponsored movement to encourage the growth of ‘social organizations’ that
would serve to take on the community welfare tasks the state was no longer
performing and also as a response to the intrusion of international NGOs
into China’s development policy mix. These social organisations addressed
specific social problems or dealt with localised issues. Accordingly, the spe-
cial problems of women in the transformation to market-socialism became a
focus of widespread attention from international aid agencies, new social
organisations and the ACWFE. The 1990s was a period of rapid growth in
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the phenomenon of ‘women organizing’ for women’s issues (Hsiung,
Jaschok et al., 2001; Milwertz 2002).

Some of the issues these groups highlighted were clearly results of the
economic shifts: extensive rural-urban migration; unemployment caused by
the closure of state owned enterprises; exploitation caused by unregulated
private ownership of workplaces; and the need for increasingly technology-
based skills from a previously largely rural workforce. All of these problems
affected men as well as women but the ACWF and associated agencies tar-
geted the specific problems women faced in this environment. For example,
they ran training courses for unemployed or rural women and provided
advice on establishing small businesses specifically aimed at women. The
overarching goal was to enable women to engage more fully with the new
economy and to gain personal benefits that otherwise might not accrue. The
major groups within this sphere, dominated as it is by the ACWF, are wel-
fare agencies and self-help groups. For example, the ‘Working Sisters’ Club’
in Beijing provides support for rural women working in Beijing and
emerged from the activities of journalist-activists producing the magazine
Rural Women Knowing All (Nongjianii baishitong) (Jacka 2000). The
magazine is sponsored by the ACWF and is dedicated to enhancing skills,
knowledge and opportunities for rural migrants to China’s urban areas.
Women active in this sphere are by no means restricted to the urban new
rich. Rural women are an integral part of this aspect of the women’s move-
ment, albeit often with considerable support and organisational leadership
from the urban elites, like those in the ACWF.

However, China’s women’s groups also addressed a number of problems
that did not have direct links to economic liberalisation policies: domestic
violence; sexual assault; the kidnapping of women and girls; female infan-
ticide; the buying and selling of women and girls; commercialised sex; and
sexual harassment. These problems are not new to the post-reform period
and have deep historical roots. But the novel feature in the post-reform
period is that they are now publicly discussed rather than remaining bur-
dens of private grief or shame and conceptualised as ‘remnants of feudal-
ism’ that would be remedied as socialism progressed. In response to the
greater willingness to discuss these sex-related problems domestic violence
hotlines, women’s legal and health services and research groups emerged.
The ACWF has become a sponsor or supervisory organisation for many of
these newly formed groups and is sometimes directly involved as well. Prime
among semi-autonomous or autonomous bodies are groups like the DV-Net
(Domestic Violence Network) that aims to bring diverse professional groups
together to improve service delivery on issues of family disputes and violence.
Other groups within this category include the Maple Women’s Psychological
Counseling Centre, Women’s Media Watch Network, and the Legal Advice
Centre. The membership of this segment of the women’s movement is more
clearly privileged with education, wealth and status. They routinely have
professional training, and strong links to international and national bodies.
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A further development in the sphere of women’s activism has been the
emergence of women and gender studies courses within the Higher Educa-
tion sector. Since the mid-1980s China has rapidly developed its Higher
Education sector (Walder 2006: 16-17). Accompanying this broad sectoral
growth there has been a proliferation of research institutes and courses on
women’s studies and gender issues established around the country. Begin-
ning in 1985 with the establishment of Zhengzhou University’s Women’s
Studies Institute, many major universities in China now offer courses relat-
ing to women and gender (Li Xiaojiang and Zhang Xiaodan 1994: 141;
Wang Zheng 1997).3 These courses and the publicity they generated across
campuses and in the media provided China’s educated classes with access to
fresh visions of the connection between women and the state, and women
and men that extend beyond the orthodox Marxist notion that the problems of
women would be solved by class struggle or transformations in the
relationship between labour and capital.*

The areas that have become fashionable in this feminism are sex and
sexuality studies, and identity politics. A dynamic and fluid group of new
activists has emerged from around these institutional structures — younger
women who adopt public campaigns to address controversial and sensa-
tional issues such as sexual violence and deep-seated discrimination against
women and girls. Ad hoc groups such as the V-day activists that mobilise
around the performance of Eve Ensler’s Vagina Monologues (1998) and its
anti-Violence against Women message are typical of this type of activism.
They link themselves directly to global, high profile and glamorous cam-
paigns on topics of a risqué nature (Bu Wei and Mi Xiaolan 2005; Edwards
2008a). Theirs is not a feminism of the ACWF welfare-style; rather it is
antagonistic, confrontational and demanding of public and peer attention.
The membership of this group lies primarily within the demographic cohort
that can be labelled the new rich. The young women featuring in this grass-
roots level activism are students privileged with time, space, money and
intellectual energies to risk potential displeasure of their peers, parents and
teachers.

Political significance of the new style women’s movement

The increasing number of the organisations mobilised around women’s
issues and the wider nature of the problems addressed by these women’s
groups in the post-reform years has broad political significance for
understanding the PRC. Often, the phenomenon is regarded as evidence of
increasing democratisation or the emergence of an expanding civil
society. Jude Howell asserts that the evolution of women’s activism pro-
vides a ‘useful barometer for gauging the shifting power relations
between Party-state and non-governmental actors’ (Howell 2003: 208). She
notes that they reveal an increasing intellectual and organisational space for
political actors outside of the Party-state, but also the increasingly
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sophisticated reflection on gender issues beyond the straight Marxian
paradigm.

Going beyond Howell’s observations though, it would seem that the par-
ticular space being created rests primarily around issue-based politics, for
example around such matters of sexual violence or trafficking in women
and girls, and that addressing these issues fundamentally buttress the poli-
tical and economic status quo. They are challenging patriarchal privilege
but they are not challenging the CCP’s control of China or the CCP’s vision
for economic reform. Activism on women’s issues of rape or female infan-
ticide is framed within the rubric of either redressing injustices or correcting
abnormal phenomenon or illegal acts. The underlying moral code is one of
consolidation with the status quo and restoring a putative ‘lost’ law and
order. Similarly, in regards to the women’s various efforts to address eco-
nomic problems such as women’s unemployment and lack of training;
women’s support; and mobilisation to increase women’s personal wealth and
skills base all fundamentally aim to consolidate the economic reform poli-
cies not undermine them. These initiatives aim to further integrate women
into the CCP-led economic miracle and ensure their support for the system
by creating a sense of investment in and a sharing of the benefit from its success.

The new rich, with their purchasing power, education skills, demands for
diversion, aspirations to be internationally integrated and in self-appointed
positions of superiority within China are fundamental to creating this wider
popular engagement with the status quo. The new rich produce the struc-
tures (for example: glossy magazines, theatre houses and galleries) of dis-
semination. They create the content for these structures (essays, art-works,
plays, photographs and documentaries). They enthusiastically embrace the
notion of cultured civility through widespread discourses of ‘quality’ (suzhi)
and use this discourse to justify their current privileged status. The embra-
cing of social problems, such as the issue of rape, sexual harassment or
female infanticide mitigates against self-congratulation or self-satisfaction.
It speaks of an enlightened and socially responsible section of the popula-
tion with a philanthropic consciousness and not of a revolutionary class
dedicated to the overthrow of oppressive structures.

‘Feminism with Chinese characteristics’ or ‘bourgeois feminism’?

The impact of the longstanding CCP dismissal of ‘bourgeois feminism’ is
still evident today but a new perspective has emerged in the post reform
years that has hampered the adoption of the word ‘feminist’ even among
groups that could easily adopt the description themselves. While the term
‘feminism’ was problematic historically because of its link to the ‘bourgeoi-
sie’, more recently it has been rejected because of its assumed link with
‘western’ values. The combination of the two ideological problems has gen-
erated a problem of determining appropriate labels for the women actively
lobbying on behalf of women in China.
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Howell’s research tells us that of the women’s groups active now ‘Very few
describe themselves as “feminist” organisations seeking to undermine male
domination’ (Howell 2003: 198). Even among that small group of scholars
and activists that call themselves ‘feminists’ Dorothy Ko and Wang Zheng
have explained that there is preference for the term ‘feminine-ism’ (niixing
zhuyi) rather than ‘women’s rights-ism’ (niiquan zhuyi) since the former
‘is often taken to mean an ideology promoting femininity and thus rein-
forcing gender distinctions’ rather than the latter ‘which connoted the ste-
reotype of a man-hating he-woman hungry for power’ (Ko and Wang 2006:
463). This behaviour is regarded as un-Chinese and not productive to a
more collaborative approach to improving the whole of society. Accord-
ingly, the ACWF has embraced the role of promoting ‘the rights of
women’ (funii quanli) thereby neatly avoiding links with any existing form
of ‘-ism’ that may undermine its public connection to the super ‘-ism’ of
communism.

In the post-reform period, the discursive potency of terms like ‘feudal’,
‘capitalist’ and ‘bourgeois’ has become rather confused and their frequent
use is likely to identify the speaker as being out of step with the reform
rhetoric encapsulated by the phrase ‘to get rich is glorious’. This shift sug-
gests that the old link between ‘bourgeois’ values and ‘feminism’ may not
entirely explain the broad-based resistance to the use of ‘feminism’ or
‘feminist’ as self-descriptors. Instead, the answer may be found within the
matrix of nationalism that has become a cornerstone principle of the reform
period. Chinese scholars explaining their reluctance to embrace the f-word
usually frame their discussions around the importance of resisting hege-
monic ‘western’ concepts and of the need to create an indigenous Chinese
understanding of the women’s movement. Feminism is often described as
being inappropriate for Chinese conditions or extreme (Wang Zheng 1997).
Li Xiaojiang and Zhang Xiaodong write that:

For scholars in unofficial women’s studies groups, however, avoiding the
term feminism or not identifying their work as ‘feminist’ is a deliberate
and voluntary choice rather than a political consideration. Such scho-
lars respect Western-based feminist theory, and yet they still believe that
Chinese women’s studies has its own background and circumstances
unique to Chinese history and social reality

(Li Xiaojiang and Zhang Xiaodong 1994: 148)

The internationalism inherent in feminism from its inception, and
China’s early participation in that global movement from the late 1890s, is
diminished and replaced with defensive calls for a ‘national’ voice or an
indigenised movement that is distinguishable from a homogenised and
derided ‘western feminism’. Embedded within this desire for a Chinese-
style woman’s movement is the increasingly common demand that the value
of socialism to women’s progress be recognised more broadly. There is
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strong abhorrence of the ‘deficit model’ which posits Chinese women’s
consciousness as having been retarded until the Open-Door policy allowed
the light of true feminism to shine through (Lin Chun 2001: 1282). The
fragmentation of the political category of ‘women’ as an international
constituency into myriad national or ethnic movements produces such phe-
nomenon as ‘feminine-ism’. Nationalism could stymie productive out-
comes for feminism just as Boxer noted had occurred in the unhappy
connection between European Marxism and feminism a century earlier
(Boxer 2007). At the same time, the adoption of an issues-based ‘Chinese’
approach to effecting positive change in women’s lives enables women active
in organised movements to engage with the international feminist move-
ment and gain energy, efficacy and prestige from that global exchange
(Edwards 2008a).

One international trend that has flowed through into the PRC has
been the adoption of the self-descriptor ‘feminist’ from among a small
group of young, well-heeled urbanites with aspirations to appear fashion-
ably cosmopolitan. Their spokespeople include a set of younger women
working within the cultural sphere, such as writers and artists (Zhong
Xueping 2006: 636). In their enthusiastic embracing of the label ‘femin-
ist’, they display an aspiration for non-conformity. Exemplified by Wei Hui,
the author of the sensational ‘sex and shopping’ novel, Shanghai Baby, this
group thrive on being identified with precisely those aspects of the term
their elders have averred. Within this form of female empowerment, female
sexuality, sexual power and sexual appetites prevail and women’s inde-
pendence is determined by purchasing power and the consumption of Eur-
opean labelled luxury products and European men. Ko and Wang comment
that feminism for this group ‘appears to be a fashionable cause in pop-
ular discourse, embraced by writers and readers seemingly oblivious to its
charged historical meanings’ (Ko and Wang 2006: 471). Shanghai Baby
feminism carries the same problems as ‘raunch culture’ circulating among
youth in Europe, Australia and the USA (Levy 2006). It has co-opted the
concept of women’s power to present sexual and financial promiscuity as
a form of empowerment. China’s young new rich dominate this group of
‘feminists’. This notion of feminism trumpets consumerism (‘I will spend
my money as I please’), risk-taking (‘I'm independent enough to make
my own decisions’) and sexual availability (‘I am in charge of my own body
and its pleasure’). There is no space for philanthropic welfare-like acti-
vism of the ACWF’s ‘the rights of women’ within this triumphal individu-
alism. The term ‘feminism’ is a fashion label rather than a political
concept to this group and serves as an extreme example of the tendency for
newly rich individuals to co-opt political concepts as lifestyle accessories
and indulgent accoutrements. But most importantly, those political ideas
require appropriate editing in order to ensure that they are unlikely to
upset the system that produced the new rich’s current comfortable
position.
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Interest articulation and change

Despite their self-identification as feminist, the well-heeled youth of the
urban ‘raunch culture’ crowd act with an individualistic flare that suggests
the appellation is little more than a fashion accessory invoking daring cos-
mopolitanism. Few of these ‘sex and shopping’ feminists are part of an
organised political movement aimed at provoking fundamental social
change. However, they demonstrate that ‘individualism’ is no longer a dan-
gerous political position within twenty-first century China. Un-organised
individuals remain politically impotent while economic growth continues
and are no threat to the Party-state in these conditions. The fragmentation
of political energy reflected in increasing individualism is mirrored by the
rise of issue-based politics that has enabled their ‘sisters’ in the women’s
movement, both inside and outside of the ACWF, to make considerable
gains in promoting the legitimacy of women’s rights and interests. The
fragmentation of women’s myriad concerns into distinct, albeit related
causes has ensured their continued presence in the public sphere. The new rich,
complete with their diverse technical, financial and cultural skills, are active
in producing and consuming these ‘good causes’ as ‘issues of social concern’.

This situation coexists with the commonly expressed concern that the
state’s retreat from direct intervention in society would negatively influence
women’s position by removing protective measures guaranteed by the state
(Hooper 1984; Cartier and Rothenberg-Aalami 1999; Fan 2004a). However,
the state’s retreat has had evident positive benefits in the realm of the
increasingly diverse nature of and increased numbers of people involved in
women’s issues. No longer are women’s concerns isolated to the ACWF and
no longer are they restricted by dismissive (and sometimes dangerous)
accusations of deviationist ‘bourgeois feminism’. There has been a reor-
ientation in the depiction and perception of key issues towards highlighting
their sex-specific nature. Patriarchy becomes more explicitly identified within
the post-reform political frame. For example, in earlier years problems such
as domestic violence, female infanticide and discrimination against girls in
access to education were conflated within the broad problem of ‘remnants
of feudalism’. Equally, the rare discussion of rape or trafficking in women
was dismissed as criminal deviance. Sexual harassment or the trade in sex
for services was largely ignored since it would have challenged the integrity
of the power holding CCP cadre (Jeffreys 2006). In contrast, in the last two
decades it has become possible for these issues to be presented as having
emerged from fundamental differences in the power relations between the
sexes and not purely as a result of feudal remnants or echoes of incomplete
class-based revolution. Identifying women’s special concerns is no longer a
major political or moral problem. Sex-based problems for women and girls
now feature routinely in the media and China’s new rich are instrumental in
creating this space and filling it with content. The Communist Party-state is
affirmed and legitimised by this phenomenon.
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Notes

1

The ‘Four Modernizations’ were announced as policy goals in 1978 and were
designed to improve development in agriculture, industry, technology and
defence. ‘Socialism with Chinese Characteristics’ emerged in a 1984 speech by
then-President Deng Xiaoping and was designed to theorise a connection
between the market and state controls that would enhance wealth and wellbeing
for China’s population. ‘The Three Represents’ announced in 2002 were Pre-
sident Jiang Zemin’s contribution to CCP ideology. The Party declared that it
must represent the development of the most advanced productive forces, the
most advanced cultural forces and the fundamental interests of the overwhelming
majority of the population.

In part, this mono-directional information flow resulted from the precarious
position of the ACWF within the Party-state apparatus of these years. In the
1950s the ACWF faced the very real threat of closure because some prominent
Party leaders were of the opinion that with the advent of the socialist state, spe-
cial pleading on behalf of women was redundant (Wang Zheng 2006). During the
Cultural Revolution (1966-76) the ACWF was indeed closed, but this was not a
direct result of the CCP’s rejection of the relevance of women’s special status.
Indeed, the Cultural Revolution years are often seen as being a period of
increasing strength of women under the leadership of Mao Zedong’s wife, Jiang
Qing. The closure of the ACWF during these years was part of the broader
movement to revolutionise and energise the CCP’s structures and membership.
The ACWF had established Institutes of Women’s Studies from 1979 onwards
and through their various branches conducted foundational local history
research (Gilmartin 1984: 57-66).

I have argued elsewhere that the link between labour, capital and women’s sub-
ordination is being challenged even at the level of the ACWF (Edwards 2007).
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At home with the new rich!

Wanning Sun

Mr Shen, in his mid-40s, was a public relations consultant working for an
American software company in Beijing. He spoke good English and had
lived overseas numerous times in his life, including a few stints as a visiting
fellow at universities in the US. Still single and considering himself an
infinitely eligible bachelor, he owned an up-market car and an expensive
spacious 150 square metre apartment in a new gated community in
Chaoyang District Beijing. When he found out my research interest in
domestic workers, he offered the information that he had a local baomu
(maid) who came once a week for half a day to clean his apartment, do his
laundry and iron his shirts. Shen also mentioned that he did not know his
maid that well, as he was never home while she came to work in his apart-
ment. ‘I am not particularly interested in her private life’. Shen intended to
get married, although he still had not found the right woman — to his
mother’s disappointment. He said that he was ‘easy and relaxed’ about his
future — and imaginary — wife’s option to work or stay at home, but he was
firmly of the view that his wife should not engage in any dirty menial
housework.

A beautiful woman should not be involved in dirty work. I can’t put the
two things together. If she wants to work, she can do some charity work
or community work. Or she can work out in the gym and keep herself
beautiful. The only exception is cooking, as it is more personal, and
one’s wife knows one’s taste better. What is more, one needs to know
proper nutrition and hygiene.?

What I find instructive is Shen’s projection of the domestic arrangement of
his future home, and the indispensable role of a maid both for his current
bachelor’s life and for his future married life. Indeed, he has a current
practical material need to have his apartment cleaned and his shirts ironed;
equally importantly, he also has a symbolic need to be able to carve out a
social identity suitable for himself and his future imaginary wife. And
indeed, in his case, it seems that both levels of need can be conceivably met
by having a maid. A highly ‘successful’ man working in a foreign company



Downloaded by [Australian National University] at 17:01 27 October 2014

214  Wanning Sun

in Beijing and with an annual income which could be astronomical to most
people, Shen obviously considered himself a ‘success’, a judgement made in
professional, economic terms. This perceived personal success permitted
him to occupy a certain subject position as a man and also to carve out for
himself a designated gender role in relation to his future wife. To Mr Shen
and the like, the need to outsource domestic work is a given.

Both Shen’s anticipation of the need for a maid in his future married life
and his current engagement of domestic help is indicative of a distinctive
middle-class projection of the ideal family life, in which having a maid is
essential. After all, the connection between a middle-class family life and
the presence of a maid is de rigeur, be it middle-class families in colonial
India (Banerjee 2004), or middle class homes in Victorian England
(McClintock 1995), or middle-class families in modern Malaysia (Chin
1998) or Brazil (Owensby 1999). The possession of one or more servants
became an often-used shorthand measure for Victorian middle class status
(Young 2003: 54). A study of the servant class in England and France in the
nineteenth century in fact states that the ‘most distinctive expenditure of the
middle-class budget was the employment of a servant’ (McBride 1976).
Shen’s projection of his future wife’s role in his home and his determination
not to let her do ‘dirty’ housework also betrays a structure of feelings typi-
cal of the middle class. Unlike the American middle-class in their mid-
twentieth century homes, where the wife of middle-class men were expected
to do housework, thus creating a ‘classlike difference between the middle-
class men and women’ (Ehrenreich 1990: 39), the role of Shen’s wife, ima-
ginary as she is, is already inscribed with both the middle-class’s ‘hope of
rising’ and the ‘fear of ‘falling’ (Owensby 1999: 99). Shen’s future wife must
not undertake dirty housework which is suitable to rural migrants or laid-
off factory workers — women and girls who are, in Betty Friedan’s words,
‘feeble-minded’ and lacking the intelligence and education of middle class
women (Friedan, 1963: 255). He must not, by letting his wife work like a
maid, run the risk of falling down the ladder of social mobility.

This chapter opened with a profile of Mr Shen to draw attention to the
middle-class home — both material and imaginary — as the site of investiga-
tion. It suggests that an exploration of the social semiotics of being ‘middle
class’ at home, including an array of new home-making practices and divi-
sion of labour within one’s dwelling, are crucial to the construction of a
‘middle class’ identity as well as the formation of middle-class subjectivity.
The representation and self-representation of successful men like Shen
because of their social status and economic power in the public domain
entails the re-assigning of gender roles in the domestic sphere, as well as
redefinition of what it means to be a ‘real’ man and an ‘ideal’ wife. The
appearance of new public identities such as the ‘rich man’ (dakuan), ‘full-
time wife’ (quanzhi taitai), and ‘white-collar beauties’ (bailing liren)® have an
inevitably flow-on impact to the private and domestic sphere, whereby the
meaning of housework, household consumption practices, quality of family
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life, and choices in parenting and filial duties, have undergone transforma-
tion. Not surprisingly, these changes invariably parallel the re-emergence of
domestic workers in the post-socialist era.

The account of the middle class in the domestic sphere in this chapter
draws on and juxtaposes the experiences and insights from both people who
consider themselves to be middle class and their domestic servants, whose
presence, as the example of Mr Shen makes clear, has become increasingly
indispensable to the meaning of being ‘middle class.” Although there is an
inherent diversity of social experiences and formations in the problematic
conceptualisation of the ‘middle class’ the use of the term is deliberately
loose and undisciplined. In the process the chapter provides a demonstra-
tion of the argument that the formation of a ‘middle class’ identity is as
much a discursive as a material undertaking, in the same ways that ‘home’
is a cultural construct as much as a physical place. Indeed, it is interested in
exploring how the discourses of home in a wide array of discursive sites —
urban conversations and media narratives — provide clues to how the
middle-class actively engages in its own making. In other words, adopting
E. P. Thompson’s practical view of class, it is concerned with the ways in
which people come to ‘share the same categories of interest, social experi-
ences, traditions and value system, who have a disposition to behave as a
class’ (Thompson, 1978: 85).

In the first part, this chapter presents a ‘mise-en-scene’ of the post-socialist
home in the Chinese city, a new social space whereby a range of social
identities and gender roles are formed and contested. Here it examines a
number of ways in which the arrival of the domestic worker on the urban
domestic scene is integral to such new formations. Then, against this land-
scape of change and transformation of the concept and practices of
domesticity, the second part focuses on a ‘structure of feelings’ which
emerges in response to the threat of eroded boundary in the domestic
sphere. Here it consider a number of ways in which the ‘humble little maid’
simultaneously serves to address and render unrealisable a range of middle
class desires, including their desire for safety, privacy, and cleanliness.
Material for this chapter comes from two periods of fieldwork, each of four-
month in length (May to August 2005, and June to September, 2006), when
I lived, respectively, in ‘Safe Lane’ and ‘Purple Garden’, both local residen-
tial communities in districts of Beijing and interviewed and interacted with
a number of property owners and the domestic workers they employed.*

Changes at home

In various national and social contexts, home ownership is often associated
with the formation of middle class status.> This chapter is not concerned to
use the existence of home ownership to prove the emergence of the middle
class, or to gather sociological statistics on ownership to speculate on the
size of the urban middle-class. It is concerned with unravelling how the
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paradoxical and evolved meaning of home is central to the question of the
formation of middle-class subjectivity. Post-socialist urban China has wit-
nessed the acting out of an intense desire for the privatisation of social life,
whereby the home is re-imagined as a private domestic space separate from
the public and social sphere.

In the socialist era, housing was state-owned and state-allocated, and
one’s public identity was invariably tied with one’s workplace (Tomba 2004,
2005). The degree of comfort with one’s accommodation was tied to ded-
ication to the Party (CCP membership was often a point-scoring factor in
housing allocation for some workplaces) and personal circumstances (mar-
ried people were more likely to receive housing allocation than singles,
hence the phenomenon of many singles past marriageable age still living
with their parents or in dormitories) or the kind of spouse encountered
(having an apartment or flat was a winning attribute in the marriage
market). Housed by the socialist state, urban families were also imbued with
a socialist ideology of home. Within these ideological parameters, home, the
private, personal and individual sphere existed only to give meaning to the
collective, public family. Members of socialist families were encouraged to
subsume and suppress private interests and desires in order to serve the
public and common good. The ideology of the home was also marked by a
deliberate conflation of the national and socialist family with one’s own
home. The idea of home was associated not with the security and belonging
that comes from property ownership but with a feeling of being ‘owned’ by
and being responsible to the biggest landlord: the state, in both material
and moral senses.

This idea of the home was gradually brought to an end by the develop-
ment of a market economy and the subsequent state-initiated reform in
housing policies, centring on privatisation in the 1980s and 1990s. For the
first time since the Chinese Communist Party came to power, Chinese
people could start dreaming, en masse, of owning their own home. More
than anything else, home ownership and the new-fangled real estate indus-
try have spawned endless dreams, desires and fantasies, and more than ever
before, one’s sense of belonging and social identity is tied to the ownership
of a home. As Elisabeth Croll (Croll 2006) points out, buying an apartment,
renovating it, or selling it has become the staple of everyday conversations
among urban residents. Media, cashing in on the realty frenzy which has
swept urban China for the last decade or so, does its share of manufactur-
ing images of the ‘perfect’” home, pitched at different consumption levels.
‘Property owners’, a social identity that emerged in post-socialist China,
command clout and respect. Regardless of one’s occupation, education, and
political views, ownership of a villa, an apartment or a flat, ranging from 50
to 250 square metres in size, becomes the first concrete (pun intended) sig-
nifier of one’s possession of social capital and ensures membership in the
newly emerged social identity commonly dubbed the ‘new rich’ and ‘middle
class’. (Tomba 2004, 2005). Whether it is villa-style (detached) housing far
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away from the hustle and bustle of the city or apartment living in an urban
high-rise building, ‘home’ is built as much with the brick and mortar
materiality as it is with imagination about one’s social identity and sense of
belonging.

Refashioning gendered identities at home

If, market economy means that masculinity is increasingly measured in
terms of the amount of money he makes, it is also at the same time taking
the pressure of working off many women. Urban Chinese women, particu-
larly spouses of the new rich, find that they now have a lot more options in
deciding what to do with their time, and more importantly what gendered
subject positions they wish to occupy. Some women feel that their social
identity is no longer contingent on them staying in the workforce. Instead,
some see the family as the primary commitment, and are proud to play a
supporting role to her husband. Although it is a relatively recent phenom-
enon, it is no longer uncommon to see ‘full-time wives’ in Chinese cities,
particularly within the rich and privileged echelon (Wang, 2006). Although
small in number, the lifestyle of this group of women has captured the
imagination of the Chinese population. The reasons behind this new — new
to post-socialist China — phenomenon are many and diverse. Some believe
that such a trend has become possible simply because a growing number of
families can afford not to have two incomes. Indeed, very few full-time
wives quit jobs in order to do housework. Ms Hua, a woman I got to know
during my residence in the Purple Garden was in her late 30s and had two
children, 15 and 3 years old. Her husband was a real estate developer. Hua
employed two full-time domestic helpers, one of whom cooked and the
other who worked as a nanny. Ms Hua told me that her husband is often
away on business, sometimes abroad, but she had her own network of
friends. She attended adult education classes, yoga classes, and drove her
children to school and childcare. When I talked to her, she was attending a
year-long course offered by a prestigious university in Beijing which covered
a wide range of subjects including literature, history, home science, and
child development. ‘There is a lot of useful knowledge and information out
there. I feel that I could become a more cultivated person (¢ gao xiu yang). 1
also meet a lot of new friends by going to these activities.”®

It is beyond the scope of this chapter to discuss the pros and cons of the
‘full-time housewife’ phenomenon from a feminist point of view. Suffice it
to say that the hyper-masculinities displayed in the grand theatre of global
capitalism (Cartier 2001; Zheng 2004) also manifest themselves in the soap
opera of everyday life in the familial milieu. The emergence of the middle-
class or even bourgeois ‘housewife’ as a social category is not possible
without the rapid upward mobility of the so-called ‘successful businessman.’
Being a ‘leisured wife’ practising ‘female idleness’ (Young 2003: 73), Ms
Hua, and indeed Mr Shen’s future wife, need not engage themselves in
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manual dirty housework, but they shoulder the responsibility of negotiating
the family’s middle-class status. Engaging in charity work or going to the
gym as a way of spending one’s time is status-conferring, whereas staying at
home to clean one’s toilet and scrub one’s own floor is status-threatening.

Despite the glamour of the ‘full-time wife’, most educated, professional
urban women desire to have a foot in both worlds. In constructing a profile
of the archetype ‘Vogue woman,” Liu Dan, from Conde Nast, which pro-
duces the Chinese Vogue, has this to say, ‘Vogue women are not full-time
wives, nor are they stressed out with work. They want to balance work and
family, and they do it successfully and effortlessly.” Vogue or not, women
juggle work and family for a variety of reasons. Some feel that they cannot
afford to have only one income in the household, or in the case of single
mothers, they cannot afford not to have an income at all; others cite inde-
pendence and equality as the main reason to keep working.” Seldom
acknowledged is the fact that no matter how women choose between being
full-time wives and full-time professionals, and no matter how ‘effortlessly’
some women balance family and work, urban middle-class women’s options
to pursue different kinds of motherhood and wifehood are contingent on
the easy affordability of domestic help. While economic considerations drive
rural women to leave home, such decision comes with high emotional cost.
As the story of the Pilipino domestic workers who leave their children
behind in order to work as nannies in North America powerfully suggests,
love is a finite resource, and the work of carers, nannies and domestic
workers in general are ‘emotional work’ (Hochschild 2002; Parrenas 2002).
And since urban residents see their relationship to rural women as eco-
nomic and contractual, they usually do not consider their business to be
concerned about the latter’s hardships and emotional grievances. Nor do
urban mothers see much need to acknowledge the obvious fact that in order
to spend more ‘quality time’ with their husband or children, their domestic
workers have to leave their husband and children behind.

The most apt demonstration of the stratified nature of a mother’s needs is
the reasonably new phenomenon of wet nurses. In recent years, a new
‘product’ has hit the domestic service market. The Nai ma (wet nurse), a
time-honoured profession that disappeared during the socialist era, has re-
surfaced. Judging by the frequency of newspaper headlines in urban news-
papers and detail on Internet sites, the phenomenon, though still not
common, has caught the imagination of urban residents. On 28 June 2006,
Beiijing Daily reported that a 22-year-old peasant woman in Zhejiang Pro-
vince had become the first wet nurse in the province, earning a white-collar
professional’s salary (4000 yuan a month). According to the story, growing
demand for wet nurses is a result of more and more urban professional
women either not having sufficient time or milk for their babies. Some
women decide not to breastfeed for fear of losing their figure. An industry
spokesperson is quoted as saying that the market demand for professional
wet nurses is potentially large. A new echelon of rich people not only want
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but also can afford to hire a wet nurse; similarly, more and more women are
attracted to the job due to its high income (China.com.cn 29 June 2006).

An even more controversial ‘new product’ in the delivery of domestic
service is the ‘beddable maid * (shangchuang baomu) or maid-sexual partner.
Around the end of the 2006, Beijing Morning News publicised this phe-
nomenon. A domestic service agency in Northwest China’s Xi’an (a rela-
tively poor area) provides ‘beddable maids’, who are hired on the explicit
agreement that the domestic worker may be expected to be a ‘sexual part-
ner’ in addition to her other domestic responsibilities. The recruits are given
to understand that if they are to work as ‘normal maid’, they will receive a
wage of 800 yuan month; however, if they agree to be a ‘beddable maid’,
their monthly pay will be 2,000 yuan a month. The agency targets married
women over the age of 35 from poor rural areas, and caters to mostly
widowed senior male residents who live alone (Beijing Morning News 7
November 2006). Since its introduction, this service has generated con-
troversies and debates. A search on baidu.com, one of China’s most widely
used online websites, brings up hundreds of entries, debating the various
and sundry aspects of the phenomenon.

In the same way that the figure of the wet nurse complicates and desta-
bilises familial roles such as motherhood (Boon 1974; Drummond 1978;
Moore 1994) the figure of the maid as sexual partner not only threatens to
erode the concept of the wife, but also challenges the distinction between a
wife, a maid, and a sex worker. To be sure, both the wet nurses and bedd-
able maids are small in number. In comparison, the practice of outsourcing
domestic work by hiring full-time live-in maids or part-time domestic help-
ers is more widespread. Although it is difficult to estimate the exact number
of rural migrants who work as domestic workers, statistics do suggest that
more and more urban families are employing domestic help and the number
of vacancies urgently in need of filling is forever growing. Many young
families need childcare; a growing number of Chinese families with old
people need age care. Currently China has 0.13 billion people over the age
of 60, and this percentage is growing at the rate of 3 percent each year. In
Beijing, as many as 200,000 households are using domestic help, and within
the next few years, about 230,000 families are expected to need full-time
live-in maids, whereas another 220,000 families will need part-time and
casual domestic help. (Beijing Baomu 2003) It is estimated that about
100,000 positions for domestic help are waiting to be filled in urban Beij-
ing.® Statistically, this need translates into one in ten families in Beijing
needing or employing domestic help in some form.

The increasingly common practice of outsourcing domestic work has also
given rise to a new collective experience of having to live with an intimate
stranger at home, imbued with anxiety, fear, ambivalence surrounding both
home and this ‘stranger’. These feelings are expressed in, as well as give
further legitimacy to, a set of everyday practices aiming to make living with
an intimate stranger a tolerable reality. These feelings are not only integral
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to the process of becoming middle-class, they also give shape to a set of
collective social impulses and preoccupations which come to be associated
with a distinctive middle-class subject.

Home a safe haven?

The relationship between spatial segregation and ‘variegated citizenship’
(Ong 1999) in the Chinese cities has been clearly established. Studying the
spatial politics of the ‘Zhejiang Village’ in Beijing, Li Zhang points out a
number of ways in which ‘urban citizenship’ vis-a-vis the household regis-
tration system discriminates against rural migrants’ entitlements and rights
to claim urban space (Zhang 2001, 2002). This form of spatial citizenship,
or the spatialisation of class (Smart and Zhang 2006: 496) is clearly evi-
denced in urban middle class’s tendency to build walls and hire guards in
their residential compounds so as to protect residents from the increasing
dangers of urban life (Tomba 2004, 2005). In particular dangers of crimin-
ality, disorder and dirt, all of which are associated with rural migrants
(Zhang 2001, 2002). While significant in terms of rethinking citizenship in
spatial terms, this critique of urban spatial practices in neo-liberal govern-
ance tends to omit discussion of the domestic and personal space of home.
Even those studies which seek to investigate the emergence of interest
groups and activism inside the gated communities sometimes give the
impression that walls and gates have successfully managed to keep ‘unwan-
ted elements’ outside the community (Tomba 2005). My ethnographic
observation as a resident of the gated community suggests otherwise. The
home within the gated community is by no means hermetic. High-density
apartment living means that most residents need to rely on the effective
running of property management committees (Wuye Guanli) not only for
vital infrastructural support, such as the maintenance of gas, electricity,
water, and other domestic appliances, but also for carrying out hitherto
individual household responsibilities such as garbage disposal.

In comparison with many other residential communities in Beijing,
Purple Garden has a much larger population of live-in domestic workers,
some of whom are employed primarily to care for expensive pedigree dogs
and cats. In addition, outside the residents’ individual apartments, but
having an essential presence to the apartment building as a whole, is typi-
cally a rural migrant worker who sweeps the foyer, corridors and stairs in
the building, delivers daily newspapers, delivers bottled drinking water, col-
lects residents’ garbage, guards their bikes parked in the basement of the
building, washes their cars parked in the parking lot outside the building,
and weeds and tends to the flowers and grass in the communal garden
outside the building. Purple Garden, home to around one thousand house-
holds, in five twenty-six storey buildings, is also serviced by two super-
markets, one of which is in the basement of one of the buildings, run by half
a dozen migrant women. This supermarket was open twenty-four hours a
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day, seven days a week, and offered free delivery to residents. Many times
while shopping there, I heard residents phone in to request delivery of a
bottle of coke or half a dozen of eggs.

Despite the ease and convenience made possible by the migrant workers,
urban residents’ uneasiness about the presence of the ‘stranger’ in one’s
home is palpable. In fact, maids are often a source of anxiety and fear when
it comes to the safety of people and the security of the properties. Domestic
workers are constructed in the media not only to be inclined to petty crimes
such as lying and stealing, they are also from time to time portrayed to be
capable of much more horrendous crimes, such as kidnapping and murder.
Media stories of the misdemeanours of the maid inevitably highlight risk, a
significant trope in the middle-class narratives on home making. This dis-
course of risk serves a number of social purposes. Murders of employers or
abductions of the employers’ baby are not as frequent as, for instance, pick
pocketing on the bus or smoking in prohibited areas, but they are more
symbolically newsworthy. In other words, through a routine construction of
the ‘other’, the myth of the risk both gives shape to and further validates
the fear and anxiety of a cohort of otherwise disunited social group of
urban residents and employers of domestic workers.

To employer Mr Sun and his wife, for instance, risk can be minimised by
having a clear set of criteria in recruiting maids. Both Sun and his wife work
as full-time business consultants and often travel interstate for business
reasons. They have a three-year-old daughter, cared for by a full-time maid.
They used no less than ten maids during only a couple of years. They lasted
for as long as one year and as short as a week. One of the maids had to be
let go, because she failed the ‘integrity test’ — Sun put a stack of 100 yuan
bills in his coat pocket, and ‘sure enough’, a few of them went missing a
couple of days later. Most of Sun’s maids were mostly recruited through the
introduction of friends or acquaintances, and very seldom did they use
agencies. ‘With those ones from the agencies, you don’t know where they
come from’. Sun professes to be quite experienced in selecting reliable
maids:

We usually look for first timers. It does mean that we need to train
them a bit but as long as they are quick to learn, they should be OK.
Ideally it is a woman from outside Beijing but who has no relatives or
connection with people in Beijing. We usually go for women who have
simple social relations. This is because you have no control over what
kind of people her friends are. They may collaborate to steal from your
place, and if you happen to be home, there is danger of them wanting
to kill you since you know them and they don’t want to be caught. Or
they may make elaborate plans to steal or kidnap your child.’

A sense of fear of outsiders and a preoccupation with the safety and
security of one’s life and property is indeed real among the residents in the
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gated communities and the employers of domestic workers I talked to. This
is only understandable, since, ironically, more so than in the socialist era,
urban homes, though preciously guarded, have become more porous to and
dependent on the resources from the outside world. In fact, urban homes
are places and institutions where the definition of sameness in class term is
made possible through the routine presence of the ‘other’. Gates, walls and
fences, built to confer a sense of safety and security to those living inside, as
well as the ubiquitous inter-com system and security guards also have the
adverse effect of heightening residents’ sense of anxiety about intrusion of
‘unwanted elements’ from outside. As Setha Low’s study of the gated com-
munities in Los Angeles points out, gates and walls ‘materially and meta-
phorically incorporate otherwise conflicting and in some cases polarised,
social values that make up the moral terrain of middle-class life’ (2003:10).

Privacy — another fetish?

Gated communities speak to — and speak of — urban residents’ preoccupa-
tion with privacy as well as safety. The paradoxical process of wanting to
outsource housework on one hand, and not wanting the domestic worker to
intrude into one’s private space on the other has engendered a profound
anxiety and unease associated with home, a prevalent feeling of being not
quite ‘at home’. Browsing a latest issue of Elite Shopper’s Guide for Luxury
Goods (Jingping Gouwu Zhinan) (2005) an up-market publication which
chronicles the trends and aspirations of Chinese urban consumers, I was
struck by the minute detailed description of the new affluent home as well
as the sense of uneasy feeling about that home:

Think about it, folks, sure, you have just bought a spacious apartment;
you have spent lots of money turning your home into a haven. You have
put in the state-of-art décor, fittings and furniture. You have a flat, wide
screen television, and the big shiny fridge is loaded with good food. The
air-conditioner is blowing cool air, and soft music is oozing from your
latest sound system. But let me ask you: who is sitting at home enjoying
all these while you are slaving away in your office working long and
hard? That’s right: your maid (June 2005).

The fetish for privacy is a consequence of the privatisation of living space in
a material sense, and as such, is by no means unique to contemporary
urban Chinese residents. Tracing the evolution of the family structure and
homemaking practices in England, Lawrence Stone points out that the most
striking change in the lifestyle of the upper classes in the seventeenth and
eighteenth centuries was in the increasing stress on personal privacy. Such
emphasis was reflected in the changes in architectural design of the home,
and, as Lawrence shows us, was motivated partly to obtain privacy for
individual family members from the public gaze, and partly to escape from
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the ‘prying eyes and ears of the ubiquitous domestic servants, who were a
necessary evil in every middle- and upper-class household’ (Stone, 1977:
254). In the Chinese context, to be able to afford both privacy and spacious
living is the hallmark of modernity and good living. Real-estate advertising
in Hong Kong in the 1990s identified space and privacy as the two primary
selling points, and spoke to Hong Kong residents’ intense desire to retreat
to the private space after decades of public and co-operative housing
(Cheung and Ma 2005). Similarly, the PRC urban residents, having emerged
from decades of public and work-unit provided housing, where neither
space nor privacy was guaranteed, embrace the concept of privacy with
equal zeal. Advertisements of European-style cottages on billboards that
dot the urban landscape of Beijing seduce the viewer with promises of
privacy, seclusion and escape from the outside world. Apartment buildings
promise that their properties will be so private that residents will “hardly run
into anyone in the elevator’ as one advertisement says. They will also be
exceptionally private and confidential, as the security system operates on
the ‘recognition of the palm and finger prints of owner-occupiers’ as
another advertisement promises.

On the other hand, the outsourcing of domestic work also means that
more than ever before, it is impossible to keep the home ‘private’. Inside the
apartment building, part-time cleaners vacuum and dust your furniture,
clean your toilet, and hang your laundry. Alternatively, your full-time maid
not only tends to your aging parents or cares for your baby, but also cooks
the meals you eat. New and recently designed urban housing has indeed
taken into consideration the need and likelihood for some urban families to
employ live-in maids; hence, the increasingly common storage room/maid’s
bedroom in most newly built apartment buildings. These are usually a
pokey small room,'? often in the middle of the apartment, with no window,
and fitted with cupboards and storage spaces, the top of which can also
function as a bed base. The post-socialist new urban home is not complete
without the figure of its ‘other’ ‘stranger’. A ‘centrifugal’ and ‘peripatetic’
figure in the urban middle-class home (Yan 2006: 245), the domestic worker
is a threat to one’s security, an intruder to their privacy, and a cleaner who
ironically brings in more dirt. For instance, as Yan points out, domestic
workers’ tendency to ‘drop in and visit each other’ (chuan meng) is frowned
upon by employers, as it potentially causes concern for one’s privacy as well
as security.

Measures to ensure privacy abound, ranging from restricting the maid’s
time outside the apartment for fear of her gossiping about one’s employers,
to asking one’s maid to eat separately so that employers can freely carry out
their dinner conversations. Many live-in domestic workers told me that they
did not feel free to spend too much time talking with people outside the
house; or using their employer’s telephone to call someone; or inviting
their own friends or relatives to visit. In some cases, such understanding is
formalised in the contract signed by the employer and domestic worker; in
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other cases, it is a case of an employer stating or hinting at their
preferences. The rationale for such practice is simple: employers value their
privacy and do not want their private life to become the conversational
fodder of maids and neighbours. Middle-class residents are also frustrated
with their maid’s inability to understand their need for privacy. One of the
domestic workers I talked to got into trouble because her employers were
angry upon finding out accidentally that their maid had revealed to
others the private life of her dogs — indeed the maid told us the three dogs
she was walking were a family consisting of the mother, the father, and
the son (June 2006).

While urban employers guard their privacy preciously, they do not see it
as contradictory to impose domestic chores of the most personal nature on
their domestic workers. Most domestic workers accept it is part of their job
to clean up the bodily fluids and excrements of the sick, the old and the
children. All the same, a number of them told me that they considered it
unreasonable of their employers to expect maids to wash their underwear.
‘There is a washing machine but she wants me to hand wash her underwear,
as it is more gentle on the fabric. I was disgusted to have to deal with the
stains of her menstrual blood’, a domestic worker once told me (May 2007).
Ironically, while some employers would not hesitate to tell their maids to
perform these ‘intimate’ tasks, they on the other hand display surprisingly
little interest in their maid as a person. Quite often, I realised, through
conversations with employers, that, apart from the name, place of origin
and approximate age, they knew next to nothing about these women who
cook their meals and wash their underwear. And in many cases, they justi-
fied this lack of interest and knowledge about their employee in the spirit of
respecting the latter’s right to privacy.

Here lies a profound paradox: more and more urban residents find that a
maid is indispensable to their daily life, but few people find it convenient or
practical to live with one. Capitalising on this conundrum, a local neigh-
bourhood committee in Shanghai came up with an innovative idea of
turning a room at the back of the neighbourhood committee into a rental
property, a dormitory for domestic workers who work in the neighbourhood
but who come from outside Shanghai and are in need of accommodation.
The room, according to the story, can sleep up to twenty people, and inha-
bitants only have to pay a minimum rent. What’s ‘good’ about these ‘maid
dormitories’ is that urban residents can have easy access to their maid — by
paging them — and at the same time keeping the maid ‘out of their hair’.
This, according to the story, is a very welcome phenomenon, as modern
nuclear families want peace of mind — help is handy whenever called for — as
well as privacy. (Guangzhou Evening News 21 December 2003). The
employers in the story expressed some kind of discontent with the reality of
having to deal with intrusion of the private and personal space. They also
seemed to lament a loss of the household’s self-sufficiency, a capacity which
is gradually diminished with the disappearance of the traditional extended
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family structure. The maid is represented as a deeply problematic figure,
indispensable to the smooth running of the household and yet responsible
for taking away her employer’s rights to privacy.

Dirt — a marker of class

In addition to a collective desire for security and privacy, an intense fetish
for cleanliness also marks the middle-class’s sensibility. With the improve-
ment of living conditions and dramatic increase in the size of apartment
homes comes the need to keep them clean. To property owners, the home
should be safe and clean, and quarantined from the dirt and dust of the
world outside. Urban middle-class residents’ fetish for cleanliness manifests
itself in the incessant concern with the penetration of dust into the home. It
is also evidenced in their fear of dirt which domestic workers may bring
from both their rural habits and through being exposed to the grime of the
city. A young mother in the Purple Garden residential community related
the following in the playground when our daughters were playing:

I require my maid to live in even though she and her husband rent a
room on the outskirt of Beijing. This way, I am at least able to minimise
the risk of her bringing germs home. If I let her go home every day, she
will need to spend a couple of hours on the road, catching buses and
touching everything outside. You can also imagine how kind of hygiene
standards she has in her own home. She would then come here, carry
my baby and feed her food. Of course, that would be risky.

Looking at her 11-month baby girl on the slide in the playground, she then
told me (8 August 2006) that she was increasingly frustrated with her maid,
as the latter had made repeated requests to take a day off each week instead
of each fortnight. Here there is evidence of another profound paradox. On
an everyday basis it is the maid’s hand that puts food in the child’s or the
elderly person’s mouth, cleans up the mess she leaves, or wipes excrement
from his bodily orifices. However, in spite of, or perhaps because of this, this
direct and intimate physical interaction on a day-to-day basis has bred
among employers a collective concern with what Kristeva calls the ‘abject
body.’!! Media stories often carry employers’ gripes about their unhygienic
maids who smell of garlic, who lick the mouth of the sesame oil bottle while
making salad dressing, who feed the child with food chewed and taken from their
own mouth, or who inappropriately handle the pointy end of chopsticks
with hands while setting the table (Wu 2005: Al11).

While the migrant woman is seen to be the carrier of germs and dirt, she
is at the same time thrust into the job of cleaning up someone else’s dirt.
Domestic cleaners are often found wanting in their cleaning skills. A uni-
versity professor in Beijing told me that she had recently changed cleaners,
as the former cleaner did not know how to get rid of dust:
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She only dusts the surface of furniture, and when she cleans the floor
with a wet mop, she simply transfers dust from here to there, and the
dirt shows immediately after the floor is dry. The new cleaner is so
much better. She gets down on her knees, wipes every inch of the floor
with a wet rag, and rinse the dirt off after each wipe (May 2007).

As if to confirm the existence of this fetish, a few domestic workers told me
that from time to time they declined to work for some employers after an
initial visit, not because the apartment was too dirty but because it was too
clean. ‘She told me to dust the spine of each book inside all her bookcases!’
While renting an apartment in the Purple Garden residential community, I
rang the Property Management a few times about a blocked drain or a
blown fuse. Each call was promptly attended to, with a migrant worker
handy man turning up at my doorstep, specially designed plastic footwear
in hand, ready to wrap around his shoes before walking in. This practice
was clearly developed in recognition of property owners’ fear of dirt
brought into the home by ‘outsiders’, even though it was obvious that the
household could not run smoothly without help from these same ‘out-
siders’. In these senses, dirt, and the work involved in removing dirt, can be
seen as a primary class marker, and as such, works according to the logic of
the ‘semiotics of boundary maintenance’. McClintock, exploring the social
meaning of housework in Victorian times, points out, ‘Domestic work cre-
ates social value, segregating dirt from hygiene, order from disorder, mean-
ing from confusion’ (McClintock 1995: 170).

The urban middle-class residents’ desire for order and a coherent mean-
ing to the ‘good life’ manifests itself in their desire for security, privacy and
cleanliness as well as in their constant complaints of their social ‘other’ as a
source of threat to these values. Very often, one ‘undesirable’ attribute can
become the metaphor for the other. As Yan Hairong (2003) observes,
employers want their domestic workers to have ‘clean hands and feet’, a
figurative way of expressing their desire for a maid who is not inclined to
theft or other criminal conducts. What is apparent here is not simply a set
of employers’ views about their employees, but the systematic deployment
of a discourse which establishes a structural dichotomy between ‘us’ and
‘them’. In each case, there is a marking out in discourse of an object to be
controlled and regulated and a subject who shoulders the burden of controlling
and regulation. And in each case, there is a marking out in the practice of
subject-making between an urban, civilised, modern, or in Yan Hairong’s
term, ‘cosmopolitan subject’, and a rural, uncivilised and backward, or
again, in Yan’s term, ‘subaltern subject’ (Yan Hairong 2006).

The making of the middle class

Increasingly in urban China the private sphere of the home has become the
new semiotic battleground for the affirmation and contestation of new
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identities. A range of factors are at work to facilitate a shift from ‘work-unit
person’ (danwei ren) to ‘social person’ (shehui rem) or community person
(shequ ren). These factors include the state sanctioned collective pursuit of
the ‘good life’ for ‘well-to-do families’ (xiaokang zhi jia); widespread urba-
nisation and entrenchment of the modern nuclear family structure; and the
Chinese-style ‘cult of domesticity’ featuring fetishisation of security, privacy
and cleanliness. These are also the most obvious reasons for turning the
anthropological gaze to the ‘home’, an important site where gender-specific
consumption activities can be studied. The home and socialisation at the
domestic sphere, the neighbourhood, the residential community, and the
suburb present themselves as new spaces where gender and class identities
are refashioned, boundaries redrawn, and the moral hierarchy re-estab-
lished, invariably in the process of resolving and interpreting competing
needs and rights of the parties involved.

In other words, the making of the middle class take places not only in the
realm of the economic and the material, but equally importantly, in the
realm of the symbolic and the imaginary. And as this chapter demonstrates,
it is in the imbrication of the two that the subject making of an urban
middle-class becomes possible. Furthermore, subject making in post-socia-
list urban Chinese homes often involves the presence of the ‘other’. Being a
member of the ‘middle class’ in post-socialist China is not simply a matter
of reaching a certain level of economic affluence or adopting a certain kind of
lifestyle; it is, equally importantly, about subscribing to certain ways of
talking about oneself and its ‘other’, as well as negotiating certain ways
of living with that ‘other’. Furthermore, the emergence of the middle-class,
like gender and ethnicity, involves a process by which ‘middle-classness’ is
performed, usually in the context of negotiating difference with the ‘other’.

The maid is a paradoxical figure who on a daily basis reminds the
employer of the difficulty, even the impossibility, of security, privacy and
cleanliness, however important these things are to the middle-class resi-
dents’ sense of who they are. As Yan Hairong’s study of the maid-employer
relationship argues eloquently, subject making, be it that of the cosmopoli-
tan subject or the subaltern subject, is not an ‘enclosed’, isolated process
involving a singular subject; it is a ‘problematic, open-ended, and relational
process relying on interplay between subjects’ (Yan Hairong 2006: 246).
Finally, what indelibly marks the middle-class sensibility is the depth of
their predicaments and preoccupations as well as the scope of their ambi-
tions and aspirations. If anything, the story of Mr Shen which started this
chapter is an open-ended one, without the narrative closure of Mr Shen — or
his future wife for that matter — having found happiness, order, coherence
and meaning in life. What it does highlight is the fact that in a consumer
society, what is on display is not only an abundance of goods and services
but also, in Pun Ngai’s words, a ‘system of signs that codify social difference
and human relationships’ (Pun 2003: 479). As Pun’s discussion suggests,
social difference and human relationships are re-worked dramatically both
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in terms of gender and class. And home is one of the best places to encode
and decode social difference and human relationships, as this chapter has
suggested.

Notes

1 This chapter is part of a three-year project which was funded by an Australian
Research Council Discovery Grant (July 2004 to June 2007). I would like to
acknowledge ARC’s support, which made it possible to conduct the necessary
ethnographic work in China.

2 Interview, June 2005, Beijing.

3 ‘White-collar beauties’ are young, trendy, and upwardly mobile women in post-
socialist Chinese cities, working in the white collar professions.

4 Safe Lane is in Chaoyang District, northeast of Beijing, whereas Purple Garden
is in Haidian District, northwest of Beijing. Pseudonyms have been used for both
neighbourhoods.

5 The ownership of private property is often considered a hallmark of middle-class
status: as in Victorian England (Davidoftf and Hall 1987) post-socialist China
(Tomba 2004) and South Korea (Lett 1998).

6 Hua and I talked often from July to September, 2006.

7 Liu Dan’s comment at press conference, 28 June 2006 accompanying a workshop
on consumption patterns in urban China.

8 Dr Li Tianguo, senior research fellow of the Institute for Labor, Ministry of
Labour and Social Security, China, February 2004. Personal communication.

9 Interview, July 2005, Beijing.

10 T have seen the ‘maid’s room’ in a number of apartments in Beijing. These rooms
are usually no more than 4 square metres, and often have no windows.

11 Julia Kristeva draws the contrast between the ‘abject body’ and the ‘sublime
body’. She observes that the abject body is where the boundaries of the body are
transgressed and when the internal becomes external. Mouth, nose, ears, eyes,
anus and vagina are all sites where the outside and the internal merge. Bodily
fluids — blood, urine, tears, saliva, faeces — become repellent to us when they
cross the boundary of the skin. These bodily fluids inside the body, become pro-
blematic once they cross the boundary of the skin. Outside of the body, bodily
fluids become divorced from their owner’s body. Desire for the sublime, accord-
ing to Kristeva, is symptomatic particularly of Western culture, which in seeking
the sublime body, denies and hides the basic functions of the body. However,
according to Kristeva (1982) the sublime body is impossible, as being ‘abject’ is a
feature of being alive.
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14 Advanced producers or moral polluters?

China’s bureaucrat-entrepreneurs and
sexual corruption

Elaine Jeffreys

There is a popular saying about the relationship between money, gender and
sexual morality in the People’s Republic of China (PRC): ‘Men who get rich
become immoral; women only get rich after they become immoral’ (‘nanren
zheng qian jiu bian hui; niiren bian hui cai you gian’). Like most aphorisms,
this observation appeals to commonsense or public perceptions of how
things are. As one foreign correspondent explains:

In China these days, people are talking about sex—extramarital affairs,
prostitution and rich men taking mistresses. Many are worried that sex
is becoming a commodity, leading to the exploitation of women. This
comes after years of government efforts to eradicate traces of pre-communist
decadence.

(Kuhn 2007)

In the words of another: China’s post-1978 shift from a planned to a
market-based economy ‘has lifted millions of people out of poverty and
created a new class of millionaires’. However, unlike new freedoms and
opportunities, ‘get-rich-quick schemes, casual sex, and animosity between
rich and poor’, are worrying trends. Voices in the Chinese media and aca-
demia warn that economic progress has been accompanied by moral decay,
which ‘could destabilize society’ (Chao 2005).

The argument that economic progress in the form of marketization
sounds the death-knell for communitarian and traditional moral values is
longstanding. Ever since ‘Marx wrote on alienation, Durkheim on anomie,
and Weber on the iron cage of capitalism’, political commentators have
either decried or praised the heightened individualism, secularism, and
instrumental rationality, that is associated with the capitalist wage-labour
system (Weller 1998: 78). Similarly, commentators have condemned or
lauded the globalization of free markets, which are usually associated with
Western liberal democracies, either for destroying local cultures or for
bringing much-needed civilizational progress to backward, despotic, and
under-developed countries (Chua 2003; Fukuyama 1992).
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In the case of China, a political economy that is characterized by the
marriage of communism and the market (socialism with Chinese character-
istics), public discussions of the links between rising wealth and declining
morals draw on similar narratives of social change, albeit with different
inflections. Deng Xiaoping’s advocacy of the slogan: ‘Let one segment of
the population get rich first and guide others along the way’, and Jiang
Zeming’s ‘Three Represents’ theory, which welcomes representatives of the
advanced productive forces (private entrepreneurs) into the ranks of the
Chinese Communist Party (CCP) are praised by many commentators inside
and outside China for promoting unprecedented economic growth and cat-
apulting the country into a Western-orientated model of modernity (Her-
berer and Schubert 2006: 9-28).! Although Party stalwarts occasionally
lament the perceived decline in socialist values that economic reform has
brought in tow, those who associate market-based reforms with democrati-
zation routinely applaud private entrepreneurs for initiating a welcome
rejection of the constraints associated with the former ‘puritanical Con-
fucian-socialist system’ (Zheng 2006: 163—4). Indeed, for those who associ-
ate market-based reforms with political and social liberalization, China’s
private entrepreneurs are at the vanguard of a newly emerging middle-class
that has the potential to transform China’s authoritarian and traditional
socio-political system into a modern and more liberal one.

Yet the Chinese public are said to mistrust China’s ‘brash and flashy
generation’ of new-rich entrepreneurs for making and spending their money in
dubious ways (Toy 2007: 15). Forbes’ 2006 China Rich List highlights the
new opportunities that are available to entrepreneurs, with most of the
wealth recorded coming from listed companies rather than inherited wealth,
and 12 of the top 20 contenders being under 40 years of age (Gordon 2007). At
the same time, such newfound wealth is not always based on the neo-liberal
ideal of a combination of innovation and hard work. Wong Kwong-yu, top
of the Forbes 2006 China Rich List, is being investigated for illegal loans;
Zhang Rongkun, a real estate and highway developer who made number 16 on
the Forbes 2005 List was arrested in relation to a Shanghai fund scandal,;
and Zhou Zhengyi, a real estate magnate who made number 11 on a former
Forbes List was jailed in 2003 for fraud and security offences (Gordon
2007). Thus, contrary to President Hu Jintao’s proclaimed goal of building a
‘well-off and harmonious China’, many commentators argue that the estab-
lished links between flagrant corruption and personal wealth accumulation,
as well as the growing disparity between the ostentatious high-consumption
life-style of the new rich and that of the ‘have-nots’, are exacerbating the social
tensions born of an increasingly inequitable and polarized society (Chao
2005; Gordon 2007; Kuhn 2007). These tensions are heightened by virtue of
the seeming radical departure in the reform era from the characteristic
egalitarianism, collectivism, and moral certainty, of the Maoist period (1949-76).

Public condemnation of China’s new rich as corrupt polluters of socialist
virtue is particularly pronounced in discussions of enterprising cadres or
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bureaucrat-entrepreneurs. Unlike cadres under the pre-reform command
economy, whose main responsibility was to implement the state plan and
other Party directives, bureaucrat-entrepreneurs are Party and state officials
who are expected to display initiative in the marketplace, by engaging in
revenue-generating and other activities directed at advancing economic
development using the institutional power and resources of the communist
system (Gore 1999: 30). They occupy a diverse range of positions, from
mayors to provincial governors, enterprise managers to corporate CEOs,
village chiefs to township directors, and ‘from CCP party committee secre-
taries to ordinary party members holding key positions in public adminis-
tration” (Gore 1997). But they are unified as a group by the fact that their
positions of power and authority flow from a top-down appointment. While
earning far less than private entrepreneurs, they constitute part of China’s
new rich because of their extraordinary access to business opportunities and
state resources, including investment capital, expensive foreign cars and
good accommodation. Their lower income, yet privileged access to major
resources, has reportedly encouraged corruption insofar as bureaucrat-
entrepreneurs ‘can generate personal economic gains through illicit or ille-
gal means more effectively than through legitimate mechanisms’ (Gore
1997).

Apart from involvement in economic corruption, China’s bureaucrat-
entreprencurs are said to be particularly adept at exploiting their privileged
access to public resources to secure the sexual services of women. Many
recent high-ranking corruption cases have been linked to the new phenom-
enon of ‘xing huilu’ or sex-related bribery and corruption (Jeffreys 2006:
159-78; Jin 2000: 83-7). The first and most notorious case involving alle-
gations of sex-related bribery and corruption was that of Zhang Erjiang, the
former Secretary of Tianmen City in Hubei Province. On 23-25 July 2002,
Zhang Erjiang was tried for accepting bribes amounting to 700,000 yuan
and US$4,300, and for embezzling 100,000 yuan in public funds (Li Gang
2002). During the course of this trial, Chinese media reports focused not
only on his economic crimes, but also on his arguably more serious yet ‘not-
punishable’ moral crimes. Zhang had allegedly abused his position of power
and authority to have sex with over one hundred women, including fifteen
female cadres. Of these fifteen cadres, seven women had received a promo-
tion following from their affair with Zhang, as had the husbands of two
others. Extrapolating from this and other cases, media reports contend that
virtually 100 percent of high-ranking corrupt officials who accept bribes
and embezzle public funds either keep a mistress, exchange favours for sex,
or hire the services of female sexual service providers (Dai and Lu 2000; Ji
2001; Li Zhufeng 2002: 22-3). More recent examples of bureaucrat-entre-
preneurs who have been implicated in scandals involving power, sex and
money include: Vice Admiral Wang Shouye, previously one of five navy
deputy commanders and a member of China’s legislature, for accepting bribes
from property developers (Watts 2006); and Shanghai Party secretary, Chen
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Liangyu, for involvement in the mismanagement of the city’s social security
fund (Savadove 2006).

This chapter examines the dichotomous construction of China’s new
(male) rich as both the most advanced productive forces and also as corrupt
polluters of socialist morality. The first section provides an historical back-
ground by explaining how nineteenth century European accounts of the
middle classes as the standard-bearers of enlightened progress were inverted
in twentieth century China via Marxist debates on social inequality and
through the actions of the early CCP. Section two discusses how the new
rich have been created and framed as the simultaneous heroes and villains
of economic reform via debates on socialism with Chinese characteristics
and issues such as mistress-keeping and prostitution. The third section
concludes that European and Atlantic constructions of China’s new rich as
the middle-class vanguard of progressive social change are undermined by
their routine portrayal in China as both advanced economic producers and
moral polluters. I argue that this particular group is currently unable to
challenge one important aspect of CCP politics — it has failed to present a
serious challenge to the Party-state’s historic claim to represent and struggle
for social and sexual equality.

Who are our enemies? Who are our friends?

In a 1926 article entitled, ‘Analysis of the classes in Chinese society’, Mao
Zedong, the founder and former leader of the PRC, stated: “Who are our
enemies? Who are our friends? This is a question of the first importance for
the revolution’ (Mao Zedong 1926). Mao answered these questions in a
1940 article, ‘On New Democracy’, which was to become the political basis
upon which the new state known as the People’s Republic of China was
founded in 1949 (Mao Tse-tung 1940). The PRC was envisioned as a ‘new
democratic dictatorship of the people’ based on an alliance of the proletar-
iat, the rural peasantry, and China’s national and petit bourgeoisie, under
the leadership of the CCP. One of its primary goals was to oppose the ene-
mies of the revolution — big landlords, major entrepreneurs, and repre-
sentatives of the rival Nationalist Party (Guomindang) — for representing
exploitative feudal, capitalist and imperialist forces. Unlike the former
Soviet Union, Mao maintained that the PRC could not immediately
establish a dictatorship of the proletariat, because China had not yet
undergone the pre-requisite Western-style bourgeois-capitalist revolution —
processes of industrialization accompanied by the overthrow of the deca-
dent upper classes by the more progressive middle classes. Instead, Mao
argued that due to China’s unique experience as a semi-capitalist and
semi-colonial country, the Chinese proletariat should unite as friends, but with-
out compromising their revolutionary quality, with both the rural
peasantry and the Chinese middle classes to form a new democratic
dictatorship.



Downloaded by [Australian National University] at 17:01 27 October 2014

Advanced producers or moral polluters? 233

China’s commercial and middle-classes occupied an ambiguous position
within Mao’s New Democracy formulation of the enemy-friend dichotomy.
On the one hand, they were categorized as political friends, flowing from
their historical opposition to Japan’s invasion of China and their inevitable
displacement of old-style, feudal social relations with new style, capitalist
relations of production. On the other hand, the very entanglement of
China’s commercial classes with ‘capitalism’ and the rival Nationalist Party
meant that they were also defined as prone ‘to conciliation with the enemies
of the revolution’, that is, as destined to oppose the PRC’s future advance
into socialism (Mao Tse-tung 1940). To restrict their inherent political con-
servatism, Mao proposed that the national bourgeoisie could assist the state
with the goal of industrializing China, but that all large banks, and all large
industrial and commercial enterprises, should be nationalized and placed
under state administration, so that private capital would not be allowed to
dominate the livelihood of the working people. At the same time, he advo-
cated a land equalization policy, wherein land would be taken from the
enemy landlord class and given to peasants, thereby abolishing exploitative
feudal relations in the rural areas by turning the land over to the private
ownership of the peasants (Mao Tse-tung 1940). This policy permitted
small rich peasants or independent producers to flourish in the first instance
as advanced agricultural producers who would fuel the production required
to get the devastated Chinese economy back on its feet, following years of
warlordism, civil war, imperialist intervention, and war with Japan. Hence,
the New Democracy version of the enemy-friend dichotomy was designed
to garner as many ‘friends’ as possible to help with the all-important task of
national and economic reconstruction, whilst simultaneously introducing a
Marxist-based conception of people without property as being inherently
more revolutionary and politically progressive than members of the commercial
classes and former social elites.

The ambiguous positioning of China’s commercial classes as problematic
friends was reinforced both prior to the founding of the PRC and through-
out the 1950s via claims regarding the political and moral legitimacy of
CCP rule, a claim which extended to the realm of sexual relations. As Gary
Sigley (2006: 46) explains, the early CCP initially held radical views on
sexual relations, for example, it promoted ‘a romanticized view of sexual
liberation as part and parcel of human liberation’. However, these views
were undermined by a corollary tendency to foster the latent hostility of
CCP supporters towards those defined as enemies, often by highlighting the
inequality and sexual decadence wherein rich landlords, private entrepre-
neurs and members of the Nationalist Party kept concubines and mistresses,
while ‘poor men struggled to find a solitary mate’ and earn a living (Sigley
2006). Augmenting its claim to political legitimacy, the early CCP main-
tained that New China, being based on sound material conditions of social
equality, would be inevitably morally superior to Old China. Specifically,
the early CCP indicated that it had the capacity not only to rescue China
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from foreign aggressors, but also to overturn its derogatory appellative as
‘the Sick Man of Asia’. This appellative was ascribed to China by nine-
teenth century Western political philosophers by virtue of its characteristic
corruption, feudal-style servitude of peasants, and the debased position of
women, and it was viewed as a mark of national shame by many Chinese
intellectuals. According to Mao Zedong, the CCP — and only the CCP -
had the political vision required to create a New China that would be poli-
tically free, economically prosperous, and enlightened; that would not be
kept ignorant and backward under the sway of Old China’s Confucian,
semi-feudal, semi-capitalist, and imperialist culture (Mao Tse-tung 1940).

Claims regarding the political and moral superiority of Chinese socialism
were given concrete expression through the actions of the newly victorious
CCP shortly after its assumption of political power in 1949. Following
Engels (1972 [1884]), the early CCP viewed the institutions of prostitution
and (Confucian-bourgeois) marriage as indicative of the debased position of
women under feudal-capitalist patriarchy, and therefore as incompatible
with the desired goals of building socialism and establishing more equitable
socio-sexual relations (Jeffreys 2004: 76-8). Despite facing a daunting set of
problems — a ruined economy, a wary population, and ongoing civil war —
they implemented a series of campaigns that resulted in the virtual eradi-
cation of rampant prostitution and venereal diseases, and introduced the
1950 Marriage Law. This Law was the first item of legislation to be pro-
mulgated in the PRC and promoted free-choice marriage by outlawing
arranged marriages and concubinage. These actions are celebrated to this
day not only for demonstrating the political capacity and moral integrity of
Chinese socialism, but also for effecting an ‘earth-shaking historic change in
the social status and condition of women’ (Information Office 1994; Xin
and Xiao 2000). Indeed, the revival of prostitution and mistress-keeping in
the reform era is often presented as phenomena that the CCP successfully
eliminated in the 1950s and must eliminate once again to demonstrate its
continued moral and political legitimacy.

A combination of political events, not least of which was the advent of
the Cold War and the USA’s support of South Korea and Taiwan, meant
that the New Democracy rendition of China’s national bourgeoisie as
‘friends’ proved to be short-lived. Captains of industry and former Nation-
alist Party-government bureaucrats were still viewed as useful members of
the new state insofar as they could assist with the desired goal of advancing
a nationalized programme of rapid industrialization and establishing the
necessary governmental structures to do so. But, in a climate of heightened
political and national insecurity, fears regarding the inherent inclination of
this group towards conciliation with ‘the enemies of the revolution’ became
more pronounced (Mao Tse-tung 1940). These fears were exacerbated by
the severing of political and economic ties between the CCP and the former
Soviet Union in the mid-1950s, flowing from Khruschev’s unexpected
denunciation of Stalin and the corollary announcement that the Soviet
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Union and the USA could operate on the basis of ‘peaceful coexistence’,
which implied the abandonment of support for international communism.
The ensuing Sino-Soviet split led to accusations that the leadership of the former
Soviet Union was revisionist — it was taking the revolution backwards
towards capitalism (Chang 1978: 209-20).

Fears that the future of the PRC and the Chinese revolution were in jeo-
pardy ensured that those defined as enemies or ‘inclined towards concilia-
tion’ became the subject of escalating political and physical attack
throughout the 1950s and 1960s. In the 1950s, a series of campaigns were
launched initially against straightforward counter-revolutionary targets,
such as members of the Nationalist Party, large-scale landlords and major
entreprencurs. However, as these campaigns gathered momentum they
increasingly targeted fringe members of those groups — people who had
thrown in their allegiances with the CCP and the new state, but whose
political affiliations were viewed as suspect due to their class background
and former affiliations. Associated campaigns against corruption among
officialdom and economic crimes in private business during the early 1950s,
and then against ‘non-socialist’ intellectual activity during the late 1950’s
anti-rightist campaign, ultimately culminated in the Great Proletarian Cul-
tural Revolution, which is now dated as lasting from 1966 to 1976 (Strauss
2006: 891-912).

During the Cultural Revolution, members of the revolutionary classes,
especially Chinese youth, were enjoined to attack China’s newly engendered
bourgeoisie, defined as those members of the Party and state personnel in
positions of privilege and authority ‘who were taking the capitalist road’
(Chang 1978: 209-20). While generating widespread anarchy and personal
tragedy due to the arbitrary manner in which ‘the (friendly) people’ chose
to target and abuse others as enemies, the concept of a ‘capitalist-roader’
had quite specific referents at the level of Marxism-Leninism-Mao Zedong
theory. It referred to members of the CCP and state personnel who were
accused of leading the revolution backwards into capitalism rather than
forward into communism, either by taking advantage of their position to
monopolize the redistribution of wealth, or else by promoting ‘capitalist’
relations of production, such as small production, material incentives, and a
technological and managerial elite (Chang 1978: 209-20).

The Cultural Revolution critique of corruption and capitalist relations of
production also encompassed a condemnation of the ‘bourgeois style of
life’, which included seeking and using personal advancement for individual
profit and abusing state-allocated positions of power and authority to
commandeer the sexual services of women (Chang 1978: 219; Honig 2003:
162-4). As with the CCP’s early efforts to foster hostility towards those
defined as enemies by highlighting the decadent social inequality wherein
rich landlords and private entrepreneurs kept concubines and frequented
prostitutes, such criticisms made sexual morality a major concern. Red
Guards, in particular, often invoked charges of sexual ‘errors’ as part of
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broader political attacks on capitalist-roaders, indiscriminately targeting
individual authors for promoting bourgeois (romantic) love and young,
urban women for engaging in ‘inappropriate’ sexual relations (Honig 2003:
150-4). Concomitantly, the CCP condemned state officials accused of
sexually abusing young, urban women who had been sent-down to the rural
countryside to engage in productive labour alongside the peasantry. For
example, a 1970 Central Committee policy document establishes legal pun-
ishments for state officials who had obliged sent-down female youth to
acquiesce to rape, or enter into marriage, in order to obtain access to scarce
resources such as better food and jobs, and the possibility of a transfer back
to their original urban location (Honig 2003: 163-4). The Cultural Revolu-
tion attack on China’s new bourgeoisie thus aimed to produce a new gen-
eration of revolutionary successors who would uphold Chinese Marxism
and actively oppose feudal-capitalist practices that were deemed to foster
hedonism, materialism, inequality, and sexual exploitation.

In short, the CCP’s historical denunciation of the bourgeoisie runs coun-
ter not only to liberal accounts of the middle classes as the epitome of civic
virtue and progressive political change, but also to popular constructions of
contemporary entrepreneurs as the modern inheritors of that tradition,
particularly in the context of developing countries. Simplistically speaking,
Western liberal political theory describes the middle classes as emerging
from the historical processes of industrialization and being at the forefront
of progressive demands for franchise and liberal democracy. This account is
bound-up with a theologically informed view of human nature and capa-
cities. As Tawney (1938) explains, the liberal construction of the middle and
commercial classes as the standard-bearers of enlightened progress turns on
the conflation of personal character with personal success, or the assump-
tion that the enterprising energy of the good, and implicitly godly, man will
be rewarded with material success. One consequence of this liberal-protestant
stress on individual character as opposed to circumstances is that poverty
tends to be equated with moral failing, and individual wealth is viewed as a
blessing that is occasionally abused, rather than as a natural object of moral
suspicion (Tawney 1938: 227-30).

Although the genealogy of modern entreprencurship is more nuanced
than portrayed here (Wahrman 1995), popular definitions of entrepreneur-
ship clearly draw on the liberal-protestant assumption that success is tied to
individual character, a character that is assumed to be progressive and, by
definition, moral (at least in terms of adhering to entrepreneurial princi-
ples). This point can be illustrated with reference to web-based definitions
of entrepreneurship. To summarize some standard examples: entrepreneur-
ship is a mindset, personality is the key. An entrepreneur is an habitually
creative, innovative and educated risk-taker, someone who is the master of
their own fate because they seek opportunities and exploit contacts and
resources that other people do not see (‘Entrepreneur’ (n.d.); ‘The entre-
preneur’ (n.d.)). These innovating entrepreneurs have a ‘very American
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[read democratic] virtue’: they ‘want to make it possible for the whole
population to enjoy products previously available only to the elite’ (Pascall
2005).

In contrast, the early CCP followed the broad parameters of Marxist
theory by repudiating the liberal-protestant ethos of nineteenth century
Europe — that wealth is intrinsic to the individual and a fitting reward for
civic and private virtue — and by condemning capitalism as being equivalent
to theft and slavery (Marx 1967). Convinced that human nature is a product
of the particular system of political and economic relations that a society
establishes for itself, the CCP set about smashing China’s old owners of the
means of production, replacing them with a new bureaucratic and manage-
rial group of Party-state personnel that was supposed to work selflessly in
the interests of nationalized industry, the revolution, and the people. Yet,
having created this group, the CCP promptly proceeded to denounce many of
its members for constituting a new bourgeoisie, accusing them of promoting
capitalist relations of production and perpetuating the feudal-Confucian
exploitation of women (Chang 1978: 209-20).

Reference to these different genealogical underpinnings helps to explain
why business people and individuals engaging in economic activities for
personal profit continue to be viewed as morally suspect in economic-
reform China, despite state-led efforts to improve the reputation of China’s
new rich by promoting provincial and national model entrepreneurs. It also
helps to explain why bureaucrat-entreprencurs, especially those whose lifestyles
are associated with high-level consumption practices and extra-marital
affairs, are routinely exposed to public scandal on the grounds of economic
and sexual corruption. Indeed, to the extent that media accounts of the
links between the new rich and corruption in China are apposite, corrupt
bureaucrat-entrepreneurs continue to be condemned as enemies of ‘the
people with no property’ for abusing their positions of power and privilege
to gain unfair access to public resources and female sexual services.

Socialism with Chinese characteristics

China’s post-1978 shift to a market economy and the recent popularization
of Jiang Zeming’s ‘Three Represents’ theory has overturned the Maoist
enemy-friend dichotomy by actively encouraging members of the commer-
cial classes to join the CCP in building socialism with Chinese character-
istics. According to Jiang Zemin (2002), the Three Represents is about
‘keeping pace with the times and blazing new trails for the development of
Marxist theory’: it means uniting with the innovative, advanced productive
forces to make China strong and the Chinese people rich. Members of this
group include: freelance professionals; private entrepreneurs; managerial
and technical staff employed by non-public and overseas-funded enter-
prises; and bureaucrat-entreprencurs as a matter of course. Jiang
concludes that ‘the people’ — members of the working class, farmers and
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intellectuals — should unite with the pioneering, advanced productive forces,
because: ‘it is improper to judge whether people are politically progressive
or backward simply by whether they own property or how much property
they own’. Instead of equating personal wealth with political incorrectness,
Jiang suggests that the Chinese public should judge members of new rich
based on whether they uphold Chinese Marxism, how they have acquired
and used their property, and how their work has contributed to the goal of
building socialism with Chinese characteristics (Jiang Zemin 2002).

While displacing the Maoist dichotomy of ‘the people’ versus ‘the bour-
geoisie’, the concept of socialism with Chinese characteristics does not so
much sever previous links between political and moral sensibility as reacti-
vate them under the rubric of socialist spiritual civilization. In the words of
Jiang Zemin (2002), the task of building socialism with Chinese character-
istics requires attaching equal importance to material, economic develop-
ment and spiritual civilization and therefore running the country ‘by
combining the rule of law with the rule of virtue’. Although the precise
nature of such civic virtues is debated, they clearly refer to principles
enshrined in the PRC Constitution and education system such as the ‘Five
Loves’ — love of the motherland, the people, labour, science and socialism,
and ultimately love of Chinese Marxism and the CCP (Li Ping et al. 2004:
449-64; Jiang 2002). They also refer to the historical accomplishments and
renewed goals of the CCP in terms of eliciting public support for campaigns
against the resurgent phenomena of corruption and prostitution, and, by
implication, an incorrect preference for bourgeois, Western lifestyles.

Hu Jintao, for example, prescribed a socialist concept of honour and
disgrace at the Tenth National People’s Congress in 2006 as follows: ‘know
plain living and hard struggle, do not wallow in luxuries and pleasures’
(‘President Hu’ 2006). Hu’s virtuous living list was upheld by the China
Daily as offering a positive contribution to China’s efforts to produce an
advanced socialist culture by trying to combat corruption and ‘close the gap’
between the elite who have profited from economic reforms and the poor
majority (‘President Hu’ 2006). His prescription revives calls associated with
the early campaigns of the reform era which aimed to reinvigorate public
belief in the historical accomplishments and values of Chinese socialism, in the
form of late 1980s and early 1990s campaigns against spiritual pollution,
bourgeois liberalization, and the ‘six evils’ (prostitution, trafficking in
women and children, producing and disseminating pornography, manu-
facturing and trafficking in narcotics, illegal gambling, and swindling others
through superstition). The dual advocacy of material and socialist spiritual
civilization is therefore intended to expand the membership base of the CCP,
whilst simultaneously inducing compliance from local networks of officials and
entrepreneurs by encouraging them to act as model citizens and stopping
them from engaging in corrupt and morally unacceptable behaviours.

Hu’s promotion of civic virtue is intended to counter new and con-
troversial expressions of cadre corruption and misconduct, including the
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phenomenon of sex-related bribery and corruption (xing huilu). Jin Wei-
dong, a former MA student from the Law Faculty at Nanjing University, is
credited with inventing the term xing huilu when he presented a paper on
the subject of sex-related bribery and corruption to the ‘Jiangsu Province
Seminar on Criminal Law Research’ on 6 December 2000 (Meng 2001). In
this paper, Jin acknowledges that the trade in power and sex (quanse jiaoyi)
had taken place in Mao’s China, in the form of both high and low-ranking
cadres abusing their positions of power and authority to have sex with
women in exchange for the promise of work transfers and promotions (Zhi
2001). However, such practices remained highly restricted due to the tight
social control networks that were exercised through the regulation and
development of the household registration and work-unit systems. In con-
trast, the practice of businessmen using or hiring female sexual service pro-
viders to bribe bureaucrat-entrepreneurs into giving them favourable
business deals or protection has become commonplace in the reform era.
Hence, Jin concludes that the Chinese penal code should be amended to
criminalize the activities of Party and government officials who accept or
solicit a bribe in the form of sexual services (Dai and Lu 2000).

Jin Weidong’s call to criminalize the phenomenon of sex-related bribery
and corruption sparked widespread debate due to the perception that this
particular form of corruption is increasing, despite the introduction of new
legal sanctions. In China, the Communist Party’s Central Commission for
Discipline Inspection is responsible for handling corruption cases. Histori-
cally, this meant that high-ranking officials remained outside of the reach of
the Criminal Law, being dealt with by Party disciplinary regulations and
other administrative sanctions. However, since September 1997, when Chen
Xitong’s case was handed over to the courts, a growing number of high-
ranking officials have been tried for corruption by the state procuratorial
organs (Hao 1999: 414). Chen Xitong, former Mayor and Communist Party
Secretary of the city of Beijing, was sentenced by a Chinese court in 1998 to
16 years imprisonment on charges of corruption and dereliction of duty.
The public trial of this senior official coincided with the introduction of the
PRC’s revised Criminal Law of 1997, signifying a new understanding that all
citizens are equal under the ‘rule of law’.

China’s revised ‘Communist Party discipline regulations’ (1997: 15-16)
also explicitly penalize cadre involvement in the trading of power and sex.
Article 132 of these regulations, under the heading ‘Mistakes that seriously
violate socialist ethics’, states that any Party member who has sexual inter-
course with others by “using their powers, their superior or senior positions,
seduction, cheating, or other means, shall be dismissed from their party
posts’. Concomitantly, the Chinese government has sought to ban cadre
involvement in the running of public entertainment venues and practices
such as the use of public funds to cover entertainment costs that may also
involve sex-related services. In the early 1990s, the National Bureau of Sta-
tistics estimated that between 60 and 70 percent of the income accruing to



Downloaded by [Australian National University] at 17:01 27 October 2014

240  Elaine Jeffreys

high-grade hotels, guesthouses, restaurants and karaoke/dance venues, came
from male bureaucrat-entrepreneurs spending public funds to wine, dine,
and purchase the company of women, at an estimated annual cost to the
public of around 800 billion yuan (Jeffreys 2006: 168-9). Hence, during the
mid to late 1990s, China’s relevant authorities introduced a whole host of
regulations designed to curb the spending of public funds within such
venues and to ban members of the public security forces, and other kinds of
government employees, both from running recreational and entertainment
venues and from protecting illegal business operations in this connection.
These measures are now being enforced, not strictly on the basis of police-
led campaigns and information derived from public informants, but also on
the basis of disciplinary procedures that are integral to the reform era itself,
namely, via the practice established in 1998 of auditing government officials,
and thereby combining the resources of the CCP’s disciplinary committees
with those of the State Auditing Administration (Jeffreys 2006: 168-9).

Yet the majority of high-ranking corruption cases are still linked to the
trade in power and sex. According to an unspecified investigation conducted
in Guangzhou, Shenzhen and Zhuhai during 1999, more than 95 percent of
102 high-ranking government officials who were tried for corruption had a
‘mistress or second wife’ (bao ernai), and some even had three or four mis-
tresses (Shao 2002; Wang and Liu 2000). Investigations conducted by the
Chinese Communist Party’s Central Commission for Discipline Inspection
and the All-China Women’s Federation similarly suggest that virtually every
corrupt official has a mistress or second wife (Xie Donghui 2003; Zhao
2001: 7). Given that the cost of keeping such women allegedly comes from
public monies at an estimated cost of US$700-1,000 per mistress per
month, or else from funds provided by another party with the anticipation
of obtaining illegitimate benefits, it is not surprising that the issue of sexual
bribery and corruption has been publicly condemned as yet another
instance of the perceived manifest abuse of power in China, and one that
adds to the PRC’s growing number of social problems relating to the family
and marriage (Jeffreys 2006: 162).

A standard explanation for China’s renewed trade in power and sex is
that increased public tolerance of pre-marital and extra-marital affairs in
the post-Mao era has meant that sexual affairs outside of marriage are no
longer viewed as a political matter. Instead, sex between consenting adults is
increasingly understood as a private affair, with practices relating to the
selling and buying of sex and the keeping of a mistress being viewed as a
moral or lifestyle problem, not as a legitimate target of punitive govern-
mental intervention (Wang and Liu 2000). Concomitantly, the ostentatious
lifestyles associated with China’s newly rich class of private business entre-
preneurs have become the paradoxical focus of public praise and con-
demnation, with many people desiring a taste of the ‘good life’ for
themselves, and others criticizing the new rich for transgressing socialist values.
Media reports, for instance, frequently condemn the high-consumption
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lifestyles of China’s business entrepreneurs, whilst simultaneously regaling
their readers with voyeuristic stories of how such men can be recognized
instantly by the presence of beautiful young women by their sides (Wang
and Liu 2000).

Media reports suggest that growing public tolerance of extra-marital and
commercial sex has encouraged the unlawful practice of businessmen using
or hiring female sexual service providers to bribe party officials and com-
pany managers into giving them favourable business deals or protection (Li
Zhufeng 2002: 22-3). As they argue, veteran cadres who have dedicated
their life to the revolution are neither easily seduced by the offer of material
forms of bribery, nor are they overly willing to engage in outright acts of
embezzlement or graft (Meng 2001; Wang Jin 2002). The introduction of
economic reforms has undoubtedly opened the window for a small if highly
corrupt number of government officials to accept bribes and appropriate
state resources on a grand scale. But the introduction of harsh legal sanc-
tions against such measures, combined with the traditional Maoist con-
demnation of such activities and the raising of cadre salaries, has ensured
that most Party members and working personnel of the state still view such
activities as morally and politically reprehensible. Consequently, most
working personnel of the state will reject offers of bribery unless the offer
involves extraordinary sums of money or property (Wang Jin 2002). How-
ever, when it comes to the issue of sex, the story is reportedly different.
Cadres who would otherwise resist involvement in bribery and corruption
are easily led on to the path of ‘moral decay’ because they no longer see the
provision of sexual services as a political and social order problem (Zhao
2001). Recent cases therefore have involved not only young bureaucrat-
entrepreneurs (predominantly men between 29-49 years of age), but also
veteran cadres of 59 years of age or older (Wang and Liu 2000; Watts 2006).

Media reports further insist that China’s rapidly changing sexual culture
has led to an increase in the practice of women offering themselves as a
bribe to bureaucrat-entrepreneurs in return for work promotions and other
opportunities (Watts 2006). An oft-cited example in this regard is the case
of Jiang Yanping, who was tried on 20-23 March 2001 for embezzlement
and abusing her official position to gain favourable business deals for
members of her family (Da 2002). Although Jiang was subsequently casti-
gated in the press as an example of an ‘upstart official’ who obtained a
senior position by sleeping with her superiors, she is also claimed to have
defended her actions by stating: ‘In a male-dominated world, a smart
woman has to exploit the value that men place on the female sex’ (Li Zhu-
feng 2002: 22-3). Following from an examination of this and other cases,
media reporters maintain that the motivations for offering sex-related bribes
have also proliferated. Apart from longstanding factors such as obtaining
employment, promotion or a work transfer, they now include: gaining Party
membership; obtaining housing; facilitating business deals; avoiding legal
punishment; and promoting smuggling operations (Feng 2001: 93-6).
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In sum, there is a broad consensus that something has to be done about
the phenomenon of sexual bribery and corruption in China, but the ques-
tion of whether that problem should be resolved by recourse to the ‘rule of
law’ or the ‘rule of virtue’ is disputed. Those who oppose the criminaliza-
tion of this phenomenon claim that it is essentially a moral issue, and
therefore an inappropriate target of legally based governmental intervention
(Jeffreys 2006: 159-78). They argue that recourse to the time-honoured
method of seeking compliance through the provision of ideological and
moral education, which now includes supervision by ‘the masses’ in the
form of exposés in the media, constitutes a more appropriate response.
Conversely, those who support the criminalization of sexual bribery and
corruption tend to focus on legal and judicial reform in the name of con-
solidating China’s post-Mao shift to a rule of law. They insist that counter-
arguments based on notions of mutual consent and privacy function to
excuse the existence of sex-related bribery and corruption by portraying it
as a ‘life-style problem’ of the propertied classes, rather than a serious social
order problem (He 2002). What contributors to both sides of this debate
have in common is a belief that the ‘sex’ in sex-related bribery and corrup-
tion is neither moral nor right. It is an expression of bourgeois right insofar
as the privileged access of bureaucrat-entrepreneurs to public resources and
the commodified sexual services of women are viewed as an unfair display
of their inequitable share of personal wealth proportional to the work they
contribute to the development of socialism with Chinese characteristics.

The challenge to social and sexual equality

Western constructions of China’s new rich as the middle-class vanguard of
progressive social change are undermined by the routine portrayal of this
group in the Chinese media as both advanced economic producers and
polluters of socialist virtue. Despite state-led efforts to improve the reputa-
tion of China’s new rich, in the form of promoting provincial and national
model entreprencurs, the Chinese public reportedly still assumes that ‘no
rich man is a good man’ and that private entrepreneurs are particularly
prone to displays of extra-marital sexual impropriety in the form of hiring
the services of female prostitutes and keeping ‘second wives’ (Toy 2007: 15).
The ostentatious consumption of sexual services by private entrepreneurs as
a means to affirm their wealth and privileged social status is also blamed for
leading bureaucrat-entrepreneurs on the road to moral decline. Such criti-
cisms turn on the reactivation of former CCP claims to guarantee social and
sexual equality, and, in doing so, offer both support and a challenge to the
legitimacy of continued one-party rule.

Public condemnation of China’s so-called ‘mistress and prostitution
boom’ entails an explicit criticism of the CCP for creating the market con-
ditions in which such phenomenon can flourish in the first place, whilst
simultaneously upholding the Party-state’s historically proven capacity and
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hence assumed ability to redress them in the future. Indeed, although the
Chinese media often portray female sex sellers as ‘fallen women” who will
happily forsake their virtue for money, they also routinely present them as
young, poor and rural women who are disadvantaged by the reform pro-
cess, and who therefore deserve to be treated with sympathy and concern.
Beijing lawyer, Zheng Baichun, for example, has recently established a
website that provides legal advice to ‘second wives” and advocates for ‘mis-
tress rights’ on the grounds that such women are victimized by society,
when they are themselves the victims of social and gendered inequalities
(www.2n88.com). The perceived decline in social and sexual equality in
reform-era China is also integral to arguments that the existence of com-
mercial sexual services in entertainment and leisure venues stems from the
ongoing demand for such services by male members of the new rich,
including private and bureaucratic entrepreneurs.

However, to the extent that voices in China’s media and academia call on
the Chinese government to realize prosperity for all, and to resolve the
interlinked problems of declining moral standards and sex-related corrup-
tion, it appears that China still needs the Chinese Communist Party. Media
accounts of the dubious ways in which the new rich obtain and spend their
wealth fuel public discontent over the growing chasm between the ‘haves’
and the ‘have-nots’, even as stories of corrupt cadres point to the CCP’s
declining legitimacy as the (moral) vanguard party. But the PRC Govern-
ment and concerned academics are also portrayed as more determined and
innovative than ever before in terms of creating new ways of preventing and
controlling cadre corruption. More than 846,000 CCP members were pena-
lized for corruption of various forms from 1988 to 2002. Stricter legal
sanctions have been accompanied by the introduction of auditing and other
practices designed to encourage governmental transparency, including
establishing public accounts for repentant corrupt officials to return bribes.
Government officials in Nanjing City, Jiangsu Province, are now required to
register details both of their marital circumstances, and any long-term
extra-marital relationship, in a move to curb sex-related bribery and cor-
ruption (‘New anti-corruption method’ 2005). The All-China Women’s
Federation has also launched a nationwide project to educate wives of
leading officials about how to build a ‘family firewall’ against corruption
(‘China promotes anti-graft’ 2006).

Viewed from this perspective, the modernizing mantra that ‘economic
reform demands (Western-style) political reform’ not only ignores the evi-
dent and ongoing capacity of the CCP to transform itself by demanding
political transparency and accountability within the parameters of one-
party rule, it also overlooks the other myriad ways in which democratic
political reform can be effected. Most notably, it discounts the diverse ways
in which voices in the Chinese media and academia have both drawn on and
reinvented the historical legacy of the CCP to demand a form of political
liberalization that includes issues of social and sexual equality as a matter of
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course. Social and gender equity is a component of modern democratic
change that is given scant attention in most accounts of ‘why China does
not need the Chinese Communist Party’. If criticisms of the sex-consumption
practices of the new rich are anything to go by, then this omission may be
misplaced.

Note

1 The ‘productive forces’ is a central concept in Marxism. It refers to the combi-
nation of the means of production with human labour power and encompasses
all those forces that are applied by people in the production process. The pro-
ductive forces are thus the unity of the means of production — the tools (instru-
ment) and the raw material (subject) used to create something — and human
labour (Marxists.org n.d.).
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