Metadata, citation and similar papers at core.ac.uk

Provided by Warwick Research Archives Portal Repository

THE UNIVERSITY OF

WARWICK

University of Warwick institutional repository: http://go.warwick.ac.uk/wrap

A Thesis Submitted for the Degree of PhD at the University of Warwick
http://go.warwick.ac.uk/wrap/3187

This thesis is made available online and is protected by original copyright.
Please scroll down to view the document itself.

Please refer to the repository record for this item for information to help you to
cite it. Our policy information is available from the repository home page.


https://core.ac.uk/display/46507?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

The All China Federation of Trade Unions:

The Challenge of Labour Unrest

Timothy Edward Pringle

Thesis for Doctor of Philosophy

University of Warwick

Department of Sociology

November 2009



Page

Contents 1-VI
Acknowledgements VI
Abbreviations 1
Abstract 6
Introduction 7
Personal Note 17
Note on Methodology 18
Ethical Consideration 22
Structure 22
Chapter One 27
Industrial Relations in the People’s Republic of China
Industrial Relations under the Command Economy 28
The Danwei 28
Danwei Stability 34
The Danwei Wage System 35
Managing the Danwei 38
Role of Trade Unions 42
Trade Unions and the ‘Ten Lost Years’ 48
51

On the Eve of Reform

Industrial Reform Phase One: 1978-1992 53



Trade Unions in the Early Reform Period
Industrial Reform Phase Two: The Socialist Market Economy —
On the Road to Capitalism
The Rise of Township and Village Enterprises
The Southern Tour
Regulating Deregulation
Xiagang
Trade Unions and Xiagang
The New Deal: Employment, Global Integration and Capitalist
Labour Relations
Managing Capitalist Conflict: The Legal Development of
an Industrial Relations System
Contracts
Collective Contracts
Labour Dispute Resolution
Health and Safety
Trade Union Law and Practice in the New Era
Conclusion
Chapter Two
Labour Unrest in the State Sector: The Rise and Demise of Decent
Work with Chinese — and some Russian — Characteristics
Labour Unrest in the New People’s Republic
The Early Days: Liberation and New Democracy:
‘benefiting both labour and capital’

Capital Rising — and Falling

63

68

70

73

74

7

80

85

89

91

96

98

102

105

109

111

113

114

116



Workers Rising — and Falling
The Cultural Revolution
The Early Reform Era: 1978-1997
Defending Decent Work and the Demise of the State Sector
Reviewing Unrest
Spring 2002: The Iron Rice Bowl is Broken
The Unions and Restructuring
Positioning Resistance to State Sector Restructuring
Conclusion
Chapter Three
From Victims to Subjects: the Long March of Migrant Labour
Facilitating Capitalist Super-exploitation
Constraints on Private Sector Migrant Workers
Hukou zhidu: System of Residential Registration
Weak Enterprise-level Unions
Challenging Capitalist Super-exploitation
Labour Laws and Legal Activism
Challenging Capitalist Social Relations: The ‘Normalisation’ of
the Economic Strike
Informal strikes and formal dispute resolution
Conclusion: The Primacy of Trade Unions in ‘actually existing
conditions’
Chapter Four
‘Experimental Pragmatism’ 1: Collective Consultation in Xinhe

Town

123

128

134

139

141

151

158

163

167

169

170

174

177

184

187

188

198

205

210

216



Introduction
Methodology
The Development of Collective Consultation in the Reform Era
Context
Conceptualising Consultation
Legal Development
Practical Application
Xinhe: Woollen Sweater Town
Consultation
Results and Analysis
Analysis
Conclusion
Chapter Five
Experimental Pragmatism 2: Trade Union Rights Centre in Yiwu
Sugar for Chicken Feathers: The Development of Yiwu City
Contextualising the YFTU Experiment: The Growth of Labour
Rights Centres
The Rights Centre Initiative in Yiwu
Managing a Trade Union Rights Centre in China
Building a ‘socialised rights network’
Case Studies: The Centre in Action
Case Study One
Significance of the YFTU Experiment

Conclusion

216

221

222

222

223

225

230

233

238

241

244

248

251

257

262

268

277

278

284

287

292

299



Chapter Six
Trade Union Elections: From Dependency to Democracy?
Methodology
Contextualising Trade Union Elections
Framing Representational Credibility
Union Cadres and Union Members
Union Cadres and Management
Workers and Workers
ACFTU, the Party and External Pressures
Piloting Direct Elections
Yuhang District Federation of Trade Unions
Yuyao City Federation of Trade Unions
Elections at S Enterprise
Round One: The Committee
Round Two: The Chairperson
Evaluating Direct Elections
Replacing the bosses’ relatives: the emergence of official
‘activism’
Qualified Accountability
Democratic Innovation
Conclusion
Chapter Seven
Conclusion

Bibliography

302

307

308

309

311

314

315

316

319

321

324

330

330

332

333

333

336

338

341

344

354



Vi

Tables

Table 1: FDI in China, 1983-2005

Table 2: Urban citizens’ response to the statement ‘the problem of
labour-capital conflicts is increasingly serious’

Table 3: Labour Disputes Registered for Arbitration 1996-2006
Table 4: Top six provinces for recorded labour disputes going to
arbitration

Charts

Chart 1: Rural-Urban Migrants 1989-2006

Chart 2: Number of enterprises by workers employed

Graphs

Graph 1. Comparison of Employment Structure 1978 and 2006 in
percentages

Graph 2: Changes in the Industrial Structure of Yiwu city (per

cent)

Page

62

94

192

201

173

234

87

259



\l

Acknowledgements

| would like to express my thanks to the researchers who undertook my supervised
field work. Without their access to both the trade union system and the pilot projects it
produces, this thesis would not have been possible. They also helped to arrange
interviews and access to sites which, as a non-Chinese researcher, | would not have had
access to but for their recommendations. | also extend my thanks to the Hong Kong
and mainland comrades, among them workers, activists, academics and supporters of
labour who suffered my endless questions, interviews, data checking and opinions.
Their responses provided checks, balances and resources that have enriched my
research data and tested my analysis throughout. Finally, special thanks to my
supervisor, Professor Clarke, whose clarity of thinking and intolerance of flannel has
been the most important contribution to the entire research project.



Abbreviations
ACFTU
ACWEF

AFL-CIO

ALII

BFAWU

BWAF

CASS

CCC

CEDA

CEO

CLB

CLEC

CLNT

CLSY

COE

COHSE

CPC

CPCCC

All China Federation of Trade Unions

All China Women’s Federation

American Federation of Labor and Congress of

Industrial Organizations

Asia Legal Information Institute

British Food and Allied Workers Union
Beijing Workers Autonomous Federation
Chinese Academy of Social Sciences

China Commodities Cities Group Company
Limited (Zhejiang)

Chinese Enterprise Director’s Association
Chief executive officer

China Labour Bulletin

China Labour Education Centre

China Labor News Translations

China Labour Statistical Yearbook
Collectively-owned enterprise
Confederation of Health Service Employees

Communist Party of China

Communist Party of China Central Committee



CPPCC Chinese People’s Political Consultative
Conference

CSR Corporate social responsibility

DUA Department for Urban Administration

EPO Establishment of Primary Organisations

ESRC Economic and Social Research Council

ETI Ethical Trading Initiative (UK)

FDI Foreign Direct Investment

FEER Far Eastern Economic Review

FIE Foreign-invested enterprise

FMC Factory Management Committee

GFTU Guangzhou Federation of Trade Unions

GLF Great Leap Forward

GMD Guomindang

GUF Global union federation

HRM Human Resource Management

HRW Human Rights Watch

HKCTU Hong Kong Confederation of Trade Unions

ICEM International Federation of Chemical, Energy,

Mine and General Workers' Unions
ICFTU International Confederation of Free Trade Unions
ICO Institute of Contemporary Observation

IHLO International Hong Kong Liaison Office



ILO

ITUC

JCPC

LCCC

LCL

LDAC

LFF

LMAL

LNGO

LPCOD

LSC

MNC

MoC

MOLSS

NFTU

NGO

NPC

OECD

OHS

PLA

PRC

International Labour Organisation
International Trade Union Confederation
Jinhua City People’s Congress
Labour-Capital Consultative Conference
Labour Contract Law

Labour dispute arbitration committee
Liaoyang Ferroalloy Factory

Labour Mediation and Arbitration Law
Labour non-governmental organisation
Law on the Prevention and Cure of Occupational
Diseases

Labour service companies

Multinational corporation

Ministry of Civil Affairs

Ministry of Labour and Social Security
Ningbo Federation of Trade Unions
Non-governmental organisation
National People’s Congress
Organisation for Economic Co-operation and
Development

Occupational Health and Safety
People’s Liberation Army

People’s Republic of China



PRD Pearl River Delta

PSB Public Security Bureau

SEZ Special Economic Zone

SFTU Shenzhen Federation of Trade Unions

SOE State-owned enterprise

SWC Staff and Workers Congress

SWRC Staff and Workers’ Representative Congresses

TNC Transnational corporation

TVE Township and village enterprise

USSR Union of Soviet Socialist Republics

VTUF Village-level trade union federations

WAF Workers Autonomous Federations

WFTU Wenling City Federation of Trade Unions

WRC Workers’ Representative Conference

WSC Workers Support Centres

WTO World Trade Organisation

XFTU Xinhe Federation of Trade Unions

XWSMA Xinhe Woollen Sweater Manufacturers
Association

XWSTU Xinhe Woollen Sweater Sector Trade Union

YFTU Yiwu Federation of Trade Unions

YHFTU Yuhang Federation of Trade Unions



YICT

YWLRC

YYFTU

ZIWD

Yantian International Container Terminals
Limited

Yiwu Workers’ Legal Rights Centre
Yuyao City Federation of Trade Unions

Zhejiang Workers’ Daily



Abstract
This thesis sets out to investigate the possibility that the All China Federation of Trade
Unions is capable of reform in the face of the development of capitalist employment
relations. The thesis is centred on the examination of hitherto under-researched areas of
ACFTU activity by researching the motivations, conditions and actors involved in
three local-level pilot projects: collective bargaining, a trade union rights centre and
enterprise-level trade union elections. The fieldwork is contextualised by historical
summaries of the development of China’s industrial relations and Party and trade union
responses to labour unrest in both the state and private sectors since the establishment
of the People’s Republic in 1949. The results of my research demonstrate that it is no
longer appropriate to refer to the ACFTU as a monolithic organisation. Furthermore,
my argument departs from mainstream views of the organisation by locating the
impetus for trade union reform in the challenge of increasingly sophisticated labour
militancy from below, rather than reacting to orders from above. | conclude that while
the pilot projects studied each have their own merits and qualifications, taken as a
whole they prove that the ACFTU is capable of gradual reform from below. In the light
of the improved relations between the ACFTU and the International Trade Union
Confederation, this thesis speaks to this fact and aims to contribute to future
engagements by expanding the knowledge on which dialogue and trade union

exchanges must be based if they are to have any chance of success.



Introduction

Throughout the period of economic reform, mainstream opinion of the All China
Federation of Trade Unions (ACFTU) has been largely negative in the developed
countries. The most important criticism is that the ACFTU does not meet ILO
standards of independence due to its constitutional and legally enshrined acceptance of
Communist Party of China (CPC) leadership. Although the Chinese government signed
the International Covenant on Economic, Social and Cultural Rights in 1997, it entered
a reservation to the clause in Article Eight pertaining to freedom of association. Thus,
the ACFTU’s monopoly status has remained intact and its response to the transition
from a command economy to a market economy has been largely top-down. It has
played a key role in drafting laws and regulations that both construct and constrain the
organisation’s role in a still evolving industrial relations system based on labour law
and contracts. The consequences of the absence of competition for membership and
influence from alternative trade unions are seen in the slow rate of reform to its
traditional modus operandi and weakness at enterprise level. The picture of an
anaesthetised and compliant trade union is complemented by lingering stereotypes of
passive Chinese workers stealing jobs from all and sundry in a global race to the
bottom.

However beginning in 2003 — by my estimation — there has been a thaw in the
relationship between the former International Confederation of Free Trade Unions
(ICFTU) and the ACFTU. The defrosting continued following the merger between the
ICFTU and the World Confederation of Labour to form the International Trade Union

Confederation (ITUC) on 1 November 2006. Further impetus came after the Change



To Win federation’s split from the AFL-CIO. Even though Change To Win is not an
affiliate of the ITUC, its initiative of dialogue with the ACFTU has encouraged a
moderate rethink in the AFL-CIO itself. In December 2007, the ITUC voted to seek
engagement with the ACFTU based, according to General Secretary Guy Ryder, on
‘clear policy objectives’. Given that approximately one quarter of the global working
class is Chinese and that China is the favoured destination of global foreign direct
investment, the ITUC’s change of direction is profoundly significant. At the research
level, it opens up opportunities for research on Chinese trade unions and will add
weight to the significance of the results. My thesis is among the first of what we hope
will be many research projects that move beyond the traditional parameters of western
research on the ACFTU.

China’s industrial relations policies between 1949 and the mid-eighties ensured
stable employment for the urban working class (Pringle and Leung, 2006). Although
the political environment was frequently rocked by campaigns such as the Anti-
Rightist Movement, the Hundred Flowers and the Great Leap Forward during the
1950s and the Cultural Revolution of the sixties, the state went to considerable efforts
to ensure that these campaigns did not impinge on industrial production.® There is
evidence to show that, at least in part, some of the aforementioned campaigns were
either a response to labour militancy or a desire to forestall it in order to maintain
industrial peace and ensure production targets were met (Leys, 1977; Harris, 1978;

Gipouloux 1986).

L With the qualified exception of the Great Leap Forward, the stated aim of which was to increase
production dramatically.



Nevertheless, working class militancy as expressed through strikes, the refusal
to meet quotas and production targets, absenteeism, a disregard for factory rules and
petty sabotage were an important and complex feature of pre-reform industrial relations
(Sheehan, 1998: 2-3). While the demands raised by workers in these struggles often,
but not always, resonated with the demands of industrial workers anywhere — for
higher wages, improved safety etc. — their class character was muddied by the political
environment in which they took place. All of China’s four Constitutions to date have
been based on the revolutionary notion that the working class, led by the CPC, is the
leading class, in effect the ruling class. As ‘masters’ of state-run enterprises, the nature
of any collective class action by workers in pursuit of improved pay and working
conditions was consequently far from straightforward.

The economic reforms are officially recognised as beginning in 1978 when the
Third Plenum of the Eleventh Party Congress gave approval to land distribution
reforms pioneered in the provinces of Anhui and Sichuan on the initiative of farmers
themselves. Since this historic decision, the economic reforms have had a profound
effect on the structure, composition, geography and demography of the Chinese
working class. As government policy edged the country into a period of transition from
a command economy to a market-orientated economy — described by the CPC since
1992 as a ‘socialist market economy’ — the position and political influence workers
have been able to impose collectively on society has been subject to contradictory
pressures. On the one hand, state-owned enterprise (SOE) restructuring has put paid to
the command economy status of urban workers as ‘masters of the enterprise’ — despite

constitutional reassurances to the contrary — along with the economic benefits and
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privileges that came with this comparatively privileged political position. At the same
time, the return of private capital, rapid urbanisation and China’s now major role in the
global economy has increased the potential collective power of workers exponentially.
Since 2003, we have seen glimpses of this potential in the increasingly successful
militancy of migrant workers in South and East China as they have pushed up the pay
rates for skilled labour and government-fixed local minimum wage levels. And of
course, as the ITUC’s policy shift towards engagement with the ACFTU suggests,
China’s working class has not only increased in size; its influence on labour relations
has an impact way beyond China’s borders.

Up until the mid-nineties, the changes descending on the urban working class
were, generally speaking, of a gradual nature. Power over hire and fire, wages and
contracts granted to the renamed SOE — previously referred to as state-operated
(guoying) — managers during the 1980s were employed sparingly as local governments
and industrial leaders sought to avoid labour unrest (Liu Aiyu, 2005: 86). As the
influence of private capital grew, the resulting competition dictated a major
restructuring that began with small- and medium-sized enterprises. Membership of the
World Trade Organisation (WTO) in late 2001 has propelled the restructuring process
towards almost all SOEs.

The resulting laying off of tens of millions of workers from SOEs was, and
remains, a major political event in terms of evaluating the political and economic
influence of China’s working class in the period of transition. It came as a result of a
number of different pressures but the most important were the migration of tens of

millions of migrant workers into off-farm employment; and the continuation and
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consolidation of the policy of encouraging foreign direct investment as a motor for
development, especially in the manufacturing sector. The policy of mass redundancies
from SOEs was known as xiagang in Chinese. Literally translated into English the term
means ‘to step down from one’s post” which awards it a voluntary inference that is not
accurate in this case. Xiagang facilitated a still ongoing re-balancing of the relations of
production in favour of private capital. The state has resorted to various euphemisms to
encourage the traditional urban working class to accept the transformation. For its part,
the ACFTU, through the pages of Workers’ Daily, exhorted skilled workers and low
level managers to ‘jump into the sea’ of enterprise and commerce (xiahai) and blue
collar workers to ‘liberate their thinking’ (jiefang sixiang), reject irrational
egalitarianism and practice self-reliance.

As private and foreign capital became the engine of China’s growth (Hart-
Landsberg and Burkett, 2004: 43-44), the rural internal migrant workers who facilitated
this realignment faced very high levels of exploitation. Known as nongmin gong or
literally peasant workers, they retained their rural status and were excluded from many
of the citizen rights enjoyed by urban workers. The practice of drafting in migrants
from the countryside to work on urban infrastructure projects was not new in the
People’s Republic. But the migration of peasants to work in private enterprises in
which they were subjected to capitalist labour relations was very new. The strangeness
of the factory system to these new arrivals and the high degree of state management
over their temporary transfer from the countryside acted as constraints on their capacity
to defend their rights at work. And anyway, these rights weren’t given full formal legal

status until the national labour law was enacted in 1995. This was followed by an
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increase in labour disputes between labour and private capital that has continued ever
since. Indeed, by 2005, migrant workers’ actions were providing the greatest incentive
to the ACFTU to improve its representative performance and even beginning to win
important hikes in both the minimum and average wages.

The responses of both the traditional urban working class and their recently
arrived, yet still separated, rural brothers and sisters to the issues confronting them in
China’s industrial workplaces have been determined by various factors. Structure,
composition, history, geography and demography have all conditioned how workers
react to exploitation. Of equal weight are the policies of the state itself: the absence of
freedom of association, the state’s decision to put employment creation before ‘decent
work’, restrictions on residential rights that have excluded off-farm workers from full
urban citizen rights even as they have retained the right to land, an expanding but
monitored and supervised civil society, an incomplete legal system for governing
industrial relations, a restricted media and the fact that China remains a one-party state
in which the organisation of class interests beyond the structures permitted by the CPC
is still, to all intents and purposes, politically inconceivable. Combined with the
country’s sheer size and diversity, this array of objective and subjective factors suggest
that it is not possible to speak of a unified working class response to either the
restructuring of SOEs or the imposition of ‘primitive accumulation’ on migrant
workers from the countryside in the private sector (Xu Xiaohong, 2003: 55). Some
commentators have drawn the conclusion that Chinese workers — indeed Chinese
society — are as disparate as ‘grains of sand’ and that this by default precludes any

effective collective influence on government and society.
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Yet, a growing body of research suggests that a generalised scenario of
disempowerment is far too simplistic. The absence of independent trade unions does
not automatically preclude working class influence on most aspects of the
government’s labour relations policies, including wages. Hobsbawm reminded us that
‘(M]Jen live surrounded by a vast accumulation of past devices’ and over the last
twenty-seven years of reform, but especially since the Fifteenth Party Congress in 1997,
Chinese workers have drawn on ‘the most suitable of these, [and] to adapt them for
their own (novel) purposes’ (Hobsbawm, 1998: 44). In China workers have in the main
pursued what are often referred to as ‘bread and butter’ issues that by no means directly
challenge the current political status quo: better wages, wages on time, pension rights,
dole payments and health and safety issues. Very rarely, demands for union recognition
have surfaced, more often than not cautiously couched in China’s labour traditions.

Over the past five years there have been two important developments: firstly
there is a slight and ongoing shift in the labour market in favour of workers due chiefly
to labour shortages, demographic trends, a discernible change in the central
government’s agricultural policies — itself due to farmer unrest over tax burdens and
land access issues — and the consolidation of the rise of new geographic areas of
economic growth such as the Yangzi River Delta. Crucially, there has been a growing
sense of rights awareness and collective strength, particularly among migrant workers.
Secondly, workers have been able to make use of the tension between central
government laws and regulations and local government’s need to maintain stability in
an environment of increased rights awareness, labour shortages and higher expectations

among the second generation of migrant workers. An interview with a trade union
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official in Zhejiang province corroborated views from entrepreneurs in the same area
that there was a quantitative and qualitative difference in the workplace attitudes
among the younger migrant workers. The current generation is far more ‘aware of the
labour law and the rights they should have under this law’ (LNGO staff, interview,
Shenzhen, 6 January 2006). Moreover, their long term ambitions have changed. Many
have ‘no intentions of going back to the land if they can possibly avoid it’ (LNGO staff,
interview, Shenzhen, 6 January 2006). Changes in the labour market — at least until
October 2008 and the onset of global recession — and the accumulated bank of
knowledge of the factory system by migrant workers have produced improvements in
wages, working conditions and general standard of living, as well as new strategy and
tactics to pursue such goals. While China’s ‘new factory proletarians, rural labourers,
miners and others of the sort’ have not yet fully learned ‘how to run a trade union’
(Hobsbawm, 1998: 46) and the process of doing so is slowed by political restrictions,
we can see how the myth that reduces Chinese migrant workers to unthinking
workhorses ‘that don’t need or want days off” is indeed just a myth.?

It is against this background that I posited my research question: ‘How does the
traditional trade union respond to the changing complexities of industrial relations in
general and labour unrest in particular?” The unions have been under considerable
pressure to stabilise labour relations and slow the rise in collective labour disputes. The
pressure has come from central and local governments as well as from investors
(Howell, 2003; Taylor et al, 2003, Clarke and Pringle, 2009). In response, the ACFTU

has embarked on a number of almost exclusively top-down strategies in attempts to

| recently learnt from two experienced African labour researchers that this myth is currently
widespread among African workers, some of who are faced with migrant workers from China on short-
term contracts and long working hours.
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increase its credibility among workers by forging a direct link between labour rights,
trade union activity and social harmony. These include: membership campaigns
beginning in 1999; the theoretical inclusion of off-farm migrant workers in the formal
working class since the Fourteenth Trade Union Conference in 2003; participation in
law-drafting and trial implementation of regulations on collective bargaining and
collective wage consultation; case intervention at the levels of mediation, arbitration
and the courts; the direct election of trade union officials and committee members at
enterprise level etc. As essentially a government institution, the ACFTU has played a
major role in the field of labour law-drafting. In 1988, the organisation even made a
serious attempt to have the right to strike included in the revision of the Trade Union
Law being drafted at the time (Chen Feng, 2003b: 1018). Although in this instance its
efforts failed, the impact of the ACFTU on law-drafting has continued and deepened as
the relatively pro-worker Labour Contract Law (2008) has demonstrated. At the same
time, these top-down policies do not exclude local initiatives and, some argue, even
create space for them. This thesis uses three case studies to demonstrate that the
ACFTU does not only engage in top-down strategies and that locally initiated pilots
form an important part of its policy development, especially in the area of responding
to labour unrest.

| have contextualised my narrative of labour unrest and trade union reform in
three ways. The first is that constitutionally, China remains a ‘socialist state under the
people’s democratic dictatorship led by the working class’ (Constitution, 1982). As far
as the CPC is concerned the introduction of a ‘socialist market economy’ and the social

relations that have emerged have not altered this basic circumstance and, as a
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consequence, it remains deeply concerned with its legitimacy. Despite the passage of
time, the CPC remains keenly aware of modern Polish history and the role of
Solidarno$¢ in bringing about the downfall of the previous regime. More recently, the
role of foreign funded non-governmental organisations (NGO), labour-orientated and
otherwise, in the so-called ‘colour’ revolutions of Georgia and the Ukraine has caused
concern in the Chinese leadership.

The second context pertains to the nature of China’s transition. The depth of the
reforms was illustrated in speeches by the former President and Party Secretary
General Jiang Zemin in 2000 and 2001 in which he awarded Chinese entrepreneurs and
managers a dramatically expanded ideological space for the pursuit of profit. As
decisive political moments in China’s transition, the speeches recognised that the
allocation of China’s resources is no longer solely the prerogative of the state.
Continuing political control was ensured in Jiang’s exposition of his theory of the
Three Represents, which argues that the CPC has the capacity to represent the interests
of all the ‘progressive’ actors in society.

While my research is not intended as a transition study, least of all one that
risks ‘presenting too laudatory a narrative of China’s “successful” turn to capitalism’
(Lee Ching-kwan, 2007: xi) both these contexts demand a thorough review of labour
relations in the former command economy and how the working class influenced them.
My review draws on recent research that has shed a questioning light on the view that
workers remained largely passive players in the arrangements and relationships of pre-
reform industry. Following this necessarily lengthy exploration of the historical

working class, its traditions and its more recent ‘unmaking’, I review the development



17

of labour unrest in the private sector over the reform period. In all this, I use the role of
the ACFTU as both an anchor and reference point for my research and to remain true
to my research question.

The third context is the emergence of ‘space’ in which Chinese civil society
currently operates and, more to the point, where it comes from. Globalisation has given
increased impetus to the argument that representative parliamentary democracy is a
‘natural’ result of trade and the engagements that trade brings. The argument is often
cited by western governments and TNCs to justify doing business with states in which
democratic institutions are either lacking or in their infancy. In the context of China, it
is often assumed that the appearance of a prosperous middle class will lead to demands
for democratic channels of participation in political life. While not a focus of my
project, the authenticity — or lack of it — of this argument is rendered relevant by my
contention that it has primarily been workers’ self-activity that has pushed the barriers
of social participation, not the market.

Personal Note

My interest in trade unions and industrial relations began as a twenty-year old
imported British worker employed, via Dutch agents, on Germany’s building sites — an
arrangement made famous by the 1980s TV series Auf Wiedersehen Pet. On returning
to the UK in late 1981, I found work as a nursing assistant and joined COHSE, the
largest nurses’ union at the time. | have been a union activist in all bar one of my
workplaces since and spent three years as secretary of a Bakers Food and Allied

Workers Union branch in the early nineties.
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In the mid-eighties | enrolled as a mature student of Modern Chinese Studies at
Leeds University and in 1996 began researching Chinese labour relations and trade
unions while employed as a researcher and translator at a Hong Kong-based labour
NGO. I remained in China until 2006, working on labour issues, undertaking primary
research and fieldwork on projects for various labour organisations and also as an
active participant in Hong Kong’s labour movement — at least as far as my appalling
Cantonese allowed me to do so!

In 2000, I attended a lecture on Russian trade unions in transition given in Hong
Kong by Professor Simon Clarke. The lecture inspired me to read Professor Clarke’s
and his colleagues’ publications on industrial relations in Russia, Vietnam and China.
This body of work seemed to give academic weight to arguments and ideas that | was
forming as a researcher and practitioner in the field: That freedom of association is the
crux of effective trade workplace representation, but the transition of traditional
command economy trade unions into organisations that can meet — or not — the
challenge of capitalist labour relations in the context of capitalist globalisation is
equally important to improving the lives of workers. In 2005, after three years of
intermittent correspondence with Professor Clarke and others, backed up by
discussions at two labour conferences in Beijing, | submitted a successful proposal for
PhD research at the University of Warwick.
Note on Methodology
Originally my thesis posed four research questions: the extent of working class unity in
China; the extent of the development of labour protests; regional differences in labour

relations; and the existence, or otherwise, of a correlation between workers’ protests
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and pay and conditions. During my first year of research, I realised that these questions
were either too broad, too narrow, or paradoxically, both. Moreover, providing at least
half-decent answers would require lines of enquiry at times too sensitive for a non-
Chinese to research in the field. Crucially, during the course of my early reading,
discussions and conversations with trade unionists, workers and academics, there was
invariably an ‘elephant in the room’ that would sooner or later make its presence felt.
The elephant’s name is the All China Federation of Trade Unions.

At the same time as I was becoming increasingly cognisant of the ACFTU’s
‘warts and all’ connection to all my original research questions, I also realised that
while there are excellent studies on the structure and nature of this organisation, there
is far less academic work available — at least in English — on the organisation’s
response to a rapidly evolving industrial relations map. | concluded that one reason for
this dearth is the school of thought which holds that the absence of freedom of
association and the political constraints on the ACFTU dictate that it has not responded,
indeed cannot respond, to the transformation of China’s economy. Yet my reading and
research suggested otherwise.

Fortunately, | was able to change tack while not abandoning my original
research proposal. My new question was: ‘How does the ACFTU respond to the
changing complexities of industrial relations in general and labour unrest in
particular?’ At the time — mid-2006 — | believed that this question distilled the four
previous questions into a manageable and original field of inquiry. Three years later, |
still do. I hope that the result of my work at least partially answers what remains by

default an evolving issue.
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Thus, my fieldwork tasks required on the one hand a general — rather than
specifically ethnographic — investigation into labour unrest and its impact on trade
union performance. And on the other, | required access to past and present trade union
pilots that afforded insight into how the ACFTU responds to the challenges confronting
it. A number of factors combined to make this possible: my first year literature survey
had already added depth to a basic understanding of both labour unrest and the ACFTU
during a ten-year period as a Hong Kong-based labour researcher working with various
labour organisations. My own background as an active trade unionist certainly helped
me contextualise and analyse my data. Invaluably, at the same time as taking up my
PhD research, I was employed as a research fellow on a three-year ESRC-funded
project at the University of Warwick, working with local research teams to examine
trade unions in three ‘post socialist’ countries, including China. My resources were
dramatically enriched as a result.

Chapters One to Three are based on Chinese and English academic resources,
literature surveys and Chinese media reports. These secondary sources are
supplemented by my field work which includes twenty-two interviews with workers,
trade union officials, labour NGO staffers, lawyers and journalists in Shenzhen, Hong
Kong, Guangzhou, Beijing and Hangzhou during 2005-2006. During this time | was
resident in Hong Kong and travelled to the mainland to conduct my fieldwork. These
chapters also make use of interviews and research I conducted prior to embarking on a
PhD in the years 2001, 2002, 2003, and 2004. Chapter Two concentrates on the
response of SOE workers to restructuring and here | was able to call on seventeen

interviews | conducted with laid-off workers in 2002 and 2003 in Shaanxi province and



21

Northeast China. Six of these interviews were in-depth and extended over a whole day
and sometimes longer.

Chapters Four to Six are built around the results of supervised research in
Zhejiang and Guangdong. Working with experienced labour academics who enjoy
close links and excellent access to the ACFTU has been a profound learning experience
to which this thesis is indebted. In the middle of 2005, | organised three formal
research planning meetings. These meetings ensured that the research was carried out
within the framework of my updated research questions, identified examples of trade
union response to labour unrest and the related issue of trade union representation at
the local level and fixed the methodologies, frameworks and parameters for the case
studies. Apart from regular email contact — 285 emails in total — I received monthly
progress reports, the content of which formed the basis for eight extended meetings
with the researchers. Wherever possible | arranged, through my research colleagues,
extended interviews with key informants. Six of these interviews were an important
addition to my supervised research. From March 2007 onwards, these meetings
concentrated on discussing the results of the research and ensuring that the conclusions
| was drawing from them was backed up by evidence. I should stress that any mistakes
in the interpretation of the data are mine and mine alone. The fieldwork itself involved
in-depth interviews with enterprise-, county- and city-level trade union cadres, labour
bureau officials, enterprise managers and workers. Also conducted was one survey of
sixty Guangdong-based enterprise-level trade union cadres attending courses on labour
and trade union law; and two surveys on employer and worker attitudes to the process

and results of trade union elections. The latter surveys involved, respectively, 144
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workers and twenty-three employers in a prosperous Zhejiang town. Prior to, during
and following the research period, | supplemented the supervised research with in-
depth interviews with trade union officials and factory managers conducted by myself
and triangulated by press reports and conference papers. | would be the first to admit
that the conclusions | draw in Chapters Four, Five and Six are tentative and more
research is required. At the same time, the research has enabled me to demonstrate that
the underlying dynamic of these experiments in trade union innovation has been labour
unrest and the search for industrial harmony rather than law and edicts from above. |
believe that this conclusion, along with the evidence provided to support it, is of
considerable value to the development of the labour movement in China and how
external agencies might react to it.

Ethical Consideration

Experience has taught me that anonymity is of key importance to individuals and
groups that do not enjoy the status required to afford protection against China’s strict
rules on censorship and social research. | have applied this lesson whenever | judged it
necessary. My supervised research has deliberately avoided delving into the taboo
topic of freedom of association in favour of concentrating on what is possible in
actually existing conditions.

Structure

The central argument of this thesis departs from conventional assumptions about the
ACFTU and Chinese labour in three respects. First: although the trade union maintains
a monopoly on formal union organising in China, this does not equate to monolithic

strategy and tactics with regard to workers’ rights and interests. Second: the variety in
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union approaches to its work is not a result of edicts and regulatory commands from
the centre, but the product of pilot projects at the local level. Third: the stereotype of
Chinese workers as passive victims of capitalist globalisation and authoritarian
government does not fit the reality of industrial relations in China. In fact, it is
increasingly sophisticated labour unrest that is providing the primary impetus for local
pilots in trade union work.

I have structured my argument as follows. Chapter One provides an account of
the historical development of Chinese industrial relations from 1949 to the present day.
| identify two basic models spread over five periods. The command economy model is
dominated by the concept of the danwei or work unit. Rooted in pre-liberation heavy
industry, danwei authority was not limited to production alone but to the overall
management of urban working lives and the spaces in which they were lived out. In
this scenario, the traditional union encouraged workers to meet production targets,
administered workplace benefits, arranged holiday functions, sporting and leisure
events and occasionally represented individual workers in minor disputes with factory
management. The heyday of the danwei dated from 1957 and the completion of
nationalisation until 1986 when new regulations pertaining to labour contracts
signalled the end of lifetime employment.

The roots of the socialist market model can be found in the early years of the
new republic when the CPC based its early urban reconstruction programmes on the
coexistence of private capital and socialist labour. The underlying assumption that, in
the right conditions, the two sides are compatible with industrial relations in a workers’

state re-emerged in the reform era. | have divided — as far as possible — the post-



24

command economy Yyears into three stages: early reform, the post-Southern Tour period,
and the years following WTO membership up to the present day. | trace the
development of the socialist market model of industrial relations via regulatory
expansion, contracts, formal dispute mechanisms based in law, and the changing role
of the union as it recovered from its near collapse during the Cultural Revolution era.

Chapter Two is the first of two chapters on labour unrest. My intentions in these
chapters are twofold. First, to shatter the myth of passivity equated with workers in the
People’s Republic of China (PRC) despite the work of Chen,Feng Yu Jianrong, Anita
Chan, Chris Chan, Elizabeth Perry, Jackie Sheehan and others. Second, to demonstrate
the impact of labour unrest on industrial relations in general and trade union policy in
particular. Chapter Two is an historical survey of unrest in the republic’s early years
and its development in the state sector following full nationalisation. The large-scale
workers’ demonstrations in 2002 in northeast China are often seen as the climax of
traditional state sector labour unrest. My explanation of the failure of SOE workers and
their trade union to defend up to forty million jobs between 1997 and 2002 is based on
their removal from the source of power and leverage: production. Unlike the private
sector, there was very little political space for the ACFTU to organise any alternative to
the huge job losses that came with SOE restructuring and privatisation. Politically, the
union was hamstrung by its legal obligations to the Party. Practically, as witnessed by
the dramatic rise in unemployment in the West during capitalism’s current crisis, trade
unions can do little to fight redundancies no matter where they occur.

Chapter Three shifts the focus to labour unrest in the private sector and how

this has produced pressure on the ACFTU to improve its representative capacity. This
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pressure comes from above and below. An increasingly militant workforce has
concentrated senior Party minds on industrial relations and these leaders have
consequently instructed the union to play its part in a wider project for social harmony.
In this sense, we can see — perhaps somewhat ironically — how labour unrest has
actually increased the political status of the ACFTU in the Chinese political system.

These chapters provide the backdrop for an array of union pilots and models
and | devote the following three chapters to three examples. In Chapter Four | focus on
an experiment in collective bargaining in a small town that was later held up as an
example of how Chinese regulations on collective consultation can produce a ‘win-
win’ situation. Our research demonstrates that while the conclusion of a sector-level
collective wage table based on work processes in the garment sector was a remarkable
achievement, it was not the result of a regulatory framework imposed from above.
Instead it was a spontaneous reaction to local conditions led by ‘trailblazing’
(chuangxin) individuals in the local union who were able to compel employers’
accountability to their employees by drawing on state authority.

In Chapter Five | examine the establishment of the ACFTU’s first labour rights
centre. This was a contested process that owed its eventual success to the local trade
union’s strategy of forging alliances with a wide range of local players. Wider social
resources were opened when the county-level city union went beyond the traditional
union ‘fence’ and registered its rights centre as a social group (shehui tuanti) with the
Ministry of Civil Affairs. This breakthrough is conceptualised as the ‘socialisation’

(shehuihua) of union work.
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In Chapter Six | examine the national experiment to improve the capacity of
enterprise-level cadres via the direct election of trade union chairpersons and
committees. The chapter examines the recent history of trade union direct elections
prior to a detailed examination of two local case studies in which different electoral
procedures were applied. The difference between the two experiments lies with the
constraints or otherwise on candidature. | argue that while it is clear that the ACFTU
remains averse to risking direct elections as an immediate response to labour unrest,
elections are nevertheless both a response to militancy and the subsequent pressure on
the union to become more representative.

In Chapter Seven | summarise the conclusions of my research in the light of
changing global and national conditions such as the financial crisis and the

International Trade Union Confederation’s (ITUC) new policy towards is the ACFTU.
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Chapter One

Industrial Relations in the People’s Republic of China

In this opening chapter | will summarise the history of China’s labour relations since
1949. This was the year when the CPC defeated the Guomindang (GMD), established a
new government and embarked on a programme of economic reconstruction. In
contrast to the land reform in the countryside, where enforced redistribution was
deemed the most effective way of restoring production to a war-ravaged agriculture,
urban areas were distinguished by a period of compromise in which the need to create
jobs was prioritised over practically all other considerations. Thirty years later, the
spectre of unemployment and accompanying economic stagnation was to play a similar
role as the unemployment crisis of the late seventies and early eighties became ‘the
initial impetus to labor policy change’ (Ngok King-lun, 2008: 45).

If employment creation has been a major economic concern of the CPC since it
won power, stability at work has been a consistent political concern. Although the
addition of ‘Chinese characteristics’ via the thoughts of Mao, Deng, Jiang and Hu has
at times made it difficult to perceive Marx’s influence on CPC theory and practice, the
Party has nevertheless remained cognisant of Marx’s central idea on change: the
potential power of the working class. This chapter examines how various industrial
relations regimes in China have been developed on the basis of both exploiting and
containing this power. It is an extraordinary journey imbued variously with
revolutionary excitement, chaos, triumph and trauma.

The organisation of the chapter is relatively straightforward. | have employed

labour and the unions as anchors to a basically historical approach split into four broad
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sections: the danwei era, the early years of reform, the socialist market economy and
developments since China became a member of the WTO in 2001.

Industrial Relations under the Command Economy

The Danwei

The institutional core of industrial relations in pre-reform China was the urban work
unit known as the danwei. L and Perry offer a useful five-part functional definition of
this institution: power over hire, fire and transfer; communal facilities such as housing,
dining halls, cars and health clinics; independent accounting; an urban purview; and
existing in the public sector (LU and Perry, 1997: 5-6). From an industrial relations
perspective, | would add three main characteristics: stability via enforced low labour
turnover rates; a top-down administrative remuneration system based on wages,
bonuses and high levels of welfare; and the ideological integration of the interests of
managers and managed.

Individually, none of these characteristics is specific to a command economy,
Chinese or otherwise. Dore conceptualised Japanese industrial relations as an
‘organisation-orientated system’ that offered lifetime employment in exchange for
workers’ loyalty to a given enterprise (Dore, 1987: 30). In the circumstance of a
developing country, the total remunerative packages in a large key (zhongdian) danwei
were high (LU and Perry, 1997: 3; Weil, 1996: 35). In fact ‘workers real wage levels in
1970 represented a thirty-five per cent rise above those of 1952° (Lee Ching-kwan,
2000: 42), permitting comparisons with the Scandinavian model, albeit cautious and
qualified. In Soviet Russia, Clarke explained how the term ‘labour collective’ (trudovoi

kollektiv) was used to refer to ‘the whole workforce of the enterprise — from manager to
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cleaner’ (Clarke, 2006: 31). This ideologically-inspired integration of interests
resonates with the Chinese word ‘zhigong’ which, during the command economy era,
generally referred to all the staff and workers of a work unit regardless of managerial
authority or the lack of it. Indeed, continued use of the term zhigong in post-reform
Chinese statistics has hampered the reliability of data on wages and working conditions.

In the former Soviet Union, Clarke located a material basis for the common
interest of managers and workers in the absence of capitalist-style compulsion on
managers to reduce costs and intensify the rate of work. Thus, managers and workers at
an enterprise had a shared interest in the negotiation of a slack production plan and
ensuring that the targets contained therein were not overfulfilled (Clarke, 1993: 15-17,
26). In the People’s Republic of China, the picture was complicated by an
overabundance of labour and the leverage over working conditions this allowed
Chinese managers — especially during campaigns such as the Great Leap Forward and
in some phases of the Cultural Revolution — as opposed to the USSR’s chronic lack of
skilled workers that in turn awarded Soviet workers considerable advantage at
enterprise level negotiations.

The danwei in China was as much a political and social undertaking as it was a
productive unit. It has even been described as a ‘mini-society’ (Lii and Perry, 1997: 9)
or ‘small city’ (O’Leary, 1998: 54) able to meet all the basic social and welfare
requirements of urban living and into which ‘individuals are born, live, work, and die’
(Naughton, 1997: 170). The capacity to provide comparatively high standards of living
in a developing economy, i.e. in conditions of scarcity, required the power of the state

to ensure that the always-precarious integration of the interests of urban residents was
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not upset by peasants moving to the cities and demanding a share of the metropolitan
cake. To this end the state developed a rigorously implemented system of restrictions
on residence known as hukou based on the division of town and country. Beginning in
the late fifties, hukou regulations successfully underpinned danwei exclusivity until
well into the reform era (see Chapter Two). Put another way, the danwei’s durability
relied on strictly enforced boundaries that kept peasants out of danwei membership and
the privileges that came with it. Thus, state power and control became the mainstay of
the danwei system, enabling it to fulfil comprehensive social, political and productive
functions (Naughton, 1997: 167). The obvious agency to deliver this power and control
was the CPC itself. The Party was directly involved in the administration of industrial
relations in the danwei era and, as we shall see, its withdrawal presented the trade
unions with a major crisis of legitimacy.

There is a range of views on the implications the Party’s dominant role in
danwei management and labour relations. Although You Ji premised his conceptual
approach on the research of Walder’s ‘communist neo-traditionalism’ and Womack’s
‘work unit socialism’, both of whom argued that control in urban China could not be
reduced to fear of a totalitarian state alone, he nevertheless characterised danwei
relationships as a condition of totalitarianism that has since been undermined by the
autonomy that market reforms and privatisation have brought to SOEs. You Ji’s
totalitarianism has its origins in the ‘Party’s monistic control’ (You Ji, 1998: 32) of
enterprises developed during the political campaigns and worker recruitment drives of
the early 1950s (You Ji, 1998: 33) during which ‘workers “active consent” gradually

gave way to passive submission to a powerful “new class” of cadres’ (You Ji, 1998:
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17). He also traced a direct relationship between the increasing presence of party cells
in enterprises and the decline in union power at primary level. Beginning in October
1951, following a fierce debate over whether or not the state’s interests were separate
from those of trade unions, the ACFTU leadership was purged and ‘more direct party
control started to take root in shopfloor politics in the wake of the clampdown on the
unions’ (You Ji, 1998: 35).

As union autonomy began to fade, the danwei’s capacity to provide access to
consumer goods and welfare services in a time of general scarcity strengthened the
hand of factory cadres over workers (You Ji, 1998: 13). In exchange, the urban
working class apparently accepted political controls and monitoring by party cells in
enterprises. It was this allocation of economic benefits in return for acceptance of
political constraints which, according to some scholars, partially accounted for a
‘relatively high level of social order’ (Lii and Perry, 1997: 3). Citing Korzec, Warner
frames the arrangement as a deal, a ‘social contract” between the CPC and the working
class that ‘fed, housed, hospitalised and generally cosseted the “vanguard” of the
working class’ (Warner, 2000: 3). On the other hand, Lee argues that the arrangement
did not imply worker passivity in return for Party largesse. She points to blue collar
wage hikes, the capping of enterprise managers’ salaries at ten to thirty per cent above
those of skilled workers and the requirement for them to participate periodically in
shop floor labour as evidence of workers’ enhanced position vis-a-vis managerial
cadres (Lee Ching-Kwan 2000: 42). Moreover, Sheehan’s new history of Chinese
workers has demonstrated that intermittent outbreaks of working class militancy

continually reinforced the CPC’s anxiety over working class power (Sheehan, 1998).



32

She contends that, far from the existence of a ‘social contract’, ‘conflict, often
originating from economic grievances, but quickly developing into a political dispute
as a result of the dominance of the Party within enterprises, has been a far more
common feature of industrial life in China than is generally recognised’ (Sheehan,
1998: 2). I will return to the central question of labour unrest in Chapter Two.

Walder’s concept of ‘communist neo-traditionalism’ emphasised the
complexity of the relationships that workers formed within a danwei in order to survive
and improve their lot. His definition of the term makes use of two descriptive elements.
The first points to the absence of market forces and of bargaining between worker and
danwei in determining wages and conditions. Under communist neo-traditionalism,
employment in a danwei cannot be reduced to a purely economic activity solely for the
extraction of surplus value in return for wages. It also carried a welfare role with a
‘value in itself” (Walder, 1986: 11). As such, the danwei is not just an economic entity
but also a (state) agency for the delivery of a range of social services that, as we have
already seen, were not available to those outside the danwei system. Walder’s second
descriptive element referred to the institutionalised dependency on which this
arrangement rested. The absence of non-Party affiliated institutions within the danwei
— and wider society — forced workers into a dependent relationship producing three
characteristics that, in Walder’s view, distinguished industrial relationships in the
danwei from those of western enterprises: dependency on the enterprise for goods and
services (including wages); on the Party and its auxiliary organisations — such as the
trade unions — for representation; and on the supervisors for personal promotion and

increased access to non-pecuniary forms of remuneration — a larger flat for example —
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that came with it (Walder, 1986: 8-14). Xu also uses notions of dependency to
conceptualise danwei relationships and designated the period from 1957 to 1978 as the
second stage in the post-liberation development of industrial relations during which the
danwei’s ‘urban purview’ and ‘public sector’ attributes reigned supreme. He
characterised the period as one in which ‘the capitalist class was abolished, labour-
capital relations were wiped out, and “labour” as a subjective entity lost all significance.
The free independent labourer was extinguished as [China] entered [a period of]
socialism’ (Xu Xiaohong, 2003: 15).

But, as | have already suggested, theories that focus on the danwei as the source
of complex relationships inducing layers of dependency and the disappearance of the
‘free labourer’ have not gone unchallenged in the literature. While certainly important
to our understanding of labour relations in the command economy, these theories tend
to rely on somewhat stereotypical notions of received passivity and dependence
resulting from ‘simple Leninist imposition from above’ or even as the ‘reflection of
any alleged cultural propensity toward an unquestioning obedience to authority’ (Perry,
1997: 43). In contrast, by homing in on the traditional Chinese concerns with
geographical origins, Perry has argued that while household registration (hukou)
certainly restricted a tradition of ‘urban sojourning’, the victory of the CPC and
consequent political campaigns did not miraculously replace native-place identity and
affiliations with class identity and the dependency that Maoist interpretations of class
interests tended to imply in practice. For Perry this was too clean and simplistic a break

with the past and
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[P]lace-based divisions of rural and urban residence or collective sector

employment versus a job in a state-owned unit constituted equally significant

socioeconomic distinctions in Maoist China. (Perry, 1997: 43-44)
As we shall further explore in Chapter Two, the actions of danwei employees
themselves demonstrated that it was hardly the case that China’s urban working class
was simply persuaded or repressed into acquiescence by a combination of welfare and
state control. Indeed, as is currently the case, the ebb and flow of working class
militancy was a major influence on the political status of trade unions, despite their
overall subordination to Party leadership and near elimination during the Cultural
Revolution.
Danwei Stability
Whether awarded, negotiated or won, the superior conditions enjoyed by the
‘privileged minority of the urban industrial workforce’ (Perry, 1997: 44) were real and
even had a colloquial name: the ‘iron rice bowl’.* Basically, this referred to the high
level of job security and the absence of labour markets, both of which contributed to
very low labour turnover rates. For example, in 1979 there were 22,000 ‘quits and
fires’ of state employees representing just 0.03 per cent of the labour force (White,
1995: 44). Naughton emphasises the lack of general mobility — both geographical and
occupational — as a characteristic of industrial relations during the command economy
era. He points out that in 1978 ‘death was four times as important a cause of job-
leaving as were resignations or being fired’ comparing this with much higher labour

turnover in the former USSR where ... ‘[I]n 1978 in the Russian Republic, sixteen per

¥ Workers sarcastically dubbed the security of tenure enjoyed by CPC cadres working in industry as the
‘golden rice bowl’.
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cent of all industrial manual workers quit their jobs during the year’ (Naughton, 1997:
173). In fact, by tracing the economic foundations rather than the political development
of the danwei, Naughton argues that the catastrophe of the Great Leap Forward (GLF)
and subsequent famine (1958-1961) provided the economic conditions for a
‘completion’ of the danwei system. The threat of hunger spreading from the rural areas
to the cities and the dire need to reverse the flow of migrants into the latter as a result
of the Great Leap induced the state to take full control of employment in urban areas,
‘allocating ninety-five per cent of first jobs in urban areas and taking away the hiring
function from the individual enterprise’ (Naughton, 1997: 172).

The Danwei Wage System

Following a post-liberation period in which the CPC accommodated private enterprise
and, according to Harris, ‘inequality of income was a deliberate act of policy’ (Harris,
1978: 96), a major wage reform was introduced in 1956 when the Soviet-inspired
eight-grade wage system was implemented and remained in place until 1985 (Warner,
2000: 4). In a Chinese context, the system was perhaps symbolic of institutionalised
inequalities lying at the heart of a remuneration system that was nevertheless far more
egalitarian than wage systems in the West or the Soviet Union. As the name suggests,
eight grades of pay were established with variations of about thirty per cent across
different industries and eleven geographical areas (Harris, 1978: 97). It was a highly
centralised system that left enterprises with ‘little or no autonomy in the distribution of
wages which remained ineffective as an instrument of labour mobility’ (O’Leary, 1998:
57). O’Leary argues that the ‘one big pot’ (da guo fan) was part of a three-factor

industrial relations policy on wages, levels of employment and working conditions that
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emerged out of a ‘complex interaction between state, managers and employees’.

However, this appears to contradict his assertion that enterprises — and by implication

in a command economy, their employees — had hardly any say in the matter of wages

(O’Leary, 1998: 51-54). You Ji and White respectively bring clarity by explaining how

the eight-grade system worked. At national level:
First of all, an aggregate national wage bill was worked out by central planners
on the basis of the State’s financial situation. Then this wage bill was used to
determine a national employment system quota specifying how many new
workers to recruit. A central decision, taken each year, was also embodied in
the bill as to whether and when wages were to be increased and by how much,
and how many workers were to be promoted. (You Ji, 1998: 111)

At municipal level the ‘labour plan’ was
based on an estimate of the needs of enterprises and offices within the city, each
of which submits its labor requirements to the labor and wages office of its
superior bureau which then communicates with the municipal labour bureau.
The ensuing recruitment plan draws on three sources of labor: the strategic
groups under centralized “unified allocation” who must be given priority; junior
and middle school graduates from the city ... and people with jobs who want to
move. The actual process of assignment to a state enterprise is handled by three
agencies in concert: the enterprise, the relevant bureau’s labor office, and the
city labour bureau.” (White, 1989: 162)

The annual decision on the national wage bill would have taken into account factors

such as commaodity prices, production targets, the political atmosphere and the mood of
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workers. This in turn would have involved factory managers, Party Secretaries and the
trade unions, which is probably what O’Leary meant in his description of three-way
negotiations. Managers of large SOEs pulled as many strings as possible in order to
channel resources to their work units yet there was no formal bargaining process
(O’Leary, 1998: 52). Working class input into the process was influential but, due to
the absence of freedom of association, was politicised and indirect. It was expressed
via the strike waves that invariably occurred when the political climate appeared to
warrant taking the risks that such action involved. For example, the strike waves of
1956-57, the Hundred Flowers movement, the first three years of the Cultural
Revolution in 1966-68 and workers’ participation in the 1976 April Fifth Movement
(Lee Ching-Kwan, 2000: 43; Sheehan, 1998: 10).

A reward system ran parallel to the eight-grade wage system that linked
material reward to ideological attitudes and its effective implementation proved it to be
an effective tool of labour discipline (You Ji, 1998: 111) when ‘[T]he national range
[of wage differentials] was not wide (3:1)’ (Harris, 1978: 96).

There is general agreement that the wage system, along with non-pecuniary
welfare entitlements, gave SOE workers a coveted social and material status. Lee
maintains that in the danwei era ‘the working class as a whole made great strides vis-a-
vis the peasants, the bourgeoisie and intellectuals in terms of political status, wages,
welfare and employment security’ (Lee Ching-Kwan, 2000: 42). Weil argues that the
material benefits urban workers enjoyed as a result were considerably beyond those of
workers in other developing countries (Weil, 1998: 34). However, there is divergence

with regard to the relative degree of workers’ material benefits and wage levels. For
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example, Hussain highlights ‘a combination of low wages with surplus labour and
lifetime employment’ as one of the three salient features ‘originally embedded in the
post liberation economic and political structure’ (Hussain, 2000: 58).* For Harris, the
confusion lay in the high proportion of non-pecuniary benefits in the overall
remuneration system (Harris, 1978: 96), which was certainly the case on the eve of
reform. In 1979, average annual take-home pay was 717 yuan while government and
employer subsidies were worth 879 yuan, representing 122 per cent of remuneration.
Subsidies covered subsidised housing, > labour-related insurance, medical cover
(including dependants), non-staple food allowances, winter heating and home-leave
travel. On top of these state-employer obligations, the government also provided
education, medicines, transportation and staple foods (Cieri et al., 1998).

Managing the Danwei

In the four years following Liberation, the new regime implemented a mixed economy
policy. There was no immediate campaign for the nationalisation of industry. In the
private sector, workers’ expectations had been raised by the new political arrangements,
producing a wave of strikes from workers and anti-capitalist rhetoric from some
enterprise-level party and trade union cadres who were accustomed to working
underground in confrontational circumstances. In Shanghai for example, the civil war
period of 1946-1949 produced a politicisation of urban workers that apparently ‘eased
the city’s transition to the Communist era’ (Yeh Wen-hsin, 1996: 62) and certainly

helped to put capital on the back foot. However, the Party moved quickly to dampen

* The other two being the integration of government and enterprise budgets and profitability of the state
sector as a whole; and the work unit as a locus of political organisation and social control (Hussain, 2000:
58).

® Real estate was owned by the enterprise, although ninety per cent of investment in public housing came
from the state (L0 and Perry, 1997: 10).
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workers’ enthusiasm and declared an industrial relations strategy that was ‘of benefit to
both labour and capital’ (lao-zi liang li). This was aimed at restraining both sides in
order to facilitate a period of reconstruction following Japanese occupation and the
civil war. Nine months after the CPC took power, and facing a restive working class,
Mao delivered a speech in which he emphasised a spirit of compromise. He spoke of
the need to
rationally coordinate the industry we already have, as well as practically and
appropriately improve public-private relations and labour-capital relations ...
[and] improve relations with the national bourgeoisie and not be overly
aggressive. (Mao Zedong, 1950)
The institutional expression of this policy was the ‘labour capital consultative
conference’ (lao-zi xieshang huiyi) that on the surface seemed to be ‘weighted in
favour of labour’ (Sheehan, 1998: 19). However, in almost eerie resonance with
collective consultation of more recent years, it was not hard for employers to take
advantage of trade union inexperience.
During negotiations with private employers, the lack of experience of cadres
representing workers’ interests often showed. The capital side appears to have
been much better prepared and more effective than were the cadres and
workers’ representatives on the labour side, who, for example, found
themselves unable to dispute capitalists’ assertions about their finances and
what constituted a reasonable level of profit at an enterprise as they had not

worked out their own figures beforehand. (Sheehan, 1998: 20)
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In the existing nationalised enterprises, there was a mix of gradual political
change and a continuation of management norms built up in republican China (Yeh
Wen-hsin, 1996: 60-88; Perry, 1997: 46) and from the CPC-controlled liberated areas
(LG Xiaobo, 1997: 21-41). The Factory Management Committee (FMC) and the
Workers’ Representative Conference (WRC) were introduced via regulations aimed at
improving management accountability and democratisation (Sheehan, 1998: 20). The
WRC was the forerunner of the Staff and Workers Congress (zhigong daibiao dahui)
run by the trade union (Sheehan, 1998: 21). These institutions were unable to head off
workers’ increased criticisms of management, party and union cadres (Sheehan, 1998:
27) and the period from Liberation until 1953 was marked by strikes in both the private
and public sectors.

Meanwhile, the Party employed political movements and campaigns to cement
its power and prepare the way for the First Five-Year Plan. These included the
Democratic Reform Movement aimed at ‘changing bureaucratic capitalist enterprises
into socialist (state) enterprises and changing old democratic — private — enterprises
into new democratic ones’ (Sheehan, 1998: 37); and the three- and five-anti campaigns
aimed at corrupt tax-dodging capitalists, wasteful bureaucracy, gang bosses, counter-
revolutionaries etc. The plan was launched in 1953, and signalled that while politics
remained central, production took precedence over all else — a strategy that contributed
to the eruption of a massive strike wave in the mid-fifties taking the Party completely
by surprise (see Chapter Two).

The period 1953-1957 witnessed almost total nationalisation in years of relative

industrial calm following the ACFTU’s Seventh Congress in 1953 — at least up to mid-
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1956. During this period, the FMCs and WRCs matured into permanent management
committees as the danwei institution took up its position at the core of urban life. There
was a brief experiment with Soviet-style one-man management, abandoned in 1955 in
favour of the lao san hui or three committees that formed the ‘basic institutional
structure at enterprise level’ in a ‘dual system’ of both Party and management control
(Warner and Zhu, 2000: 23). Politically, Mao set a course for socialism, but proceeding
at a steady clip:

The general line or the general task of the Party for the transition period is

basically to accomplish the industrialization of the country and the socialist

transformation of agriculture, handicrafts and capitalist industry and commerce

in ten to fifteen years, or a little longer. This general line is a beacon

illuminating our work in all fields. Do not depart from this general line,

otherwise Left or Right mistakes will occur. (Mao Zedong, 1953)

The ‘dual system of control” was a sometimes tense division of labour in which
the Party Committee oversaw the danwei’s political and ideological functions while a
general manager chaired the FMC and ran production. Following earlier struggles over
the role of trade unions, discussed in the next section, the representative role of the
unions was dramatically curtailed, reducing union work to the not inconsiderable
administrative task of overseeing social and welfare matters and encouraging
production via socialist competition and exhortation (Clarke and Pringle, 2009: 87).

In practice it was often the case that ‘the same person shared the positions of
Party Secretary and General Manager at the same enterprise’ (Warner and Zhu, 2000:

23). Moreover, the failure of one-man-management and growing presence of
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enterprise-level party cells and members meant that Party Secretaries ‘controlled the
overall political and production agenda while directors carried out the daily
administration of the decisions reached by party cells’ (You Ji, 1998: 36). In short, the
Party Committee was the committee that counted in most enterprises and Mao
personally advocated ‘that all major issues must be first discussed by party committees
and then executed by directors’ (Zhang Zhanbin, 1988: 78-79 cited in You Ji, 1998:
37).

Role of Trade Unions

The CPC had been instrumental in setting up China’s first national trade union body in
1925. In the years that followed, both the GMD and the CPC struggled for supremacy
of Chinese labour by setting up their own unions and occasionally working together or
with the few relatively independent occupation-based unions and associations. In the
climate of the time both parties followed Sun Yatsen’s thinking that the presence of
foreign imperialists on Chinese soil made it imperative that trade unions were part of a
wider political struggle for liberation. In 1927, the right wing of the GMD seized
power and immediately set about destroying communist influence in the increasingly
militant labour movement. Guillermaz states that 13,000 trade unionists were executed
and a further 25,000 died in the fighting (Guillermaz, 1972: 226). This effectively
ended collaboration between the CPC and GMD over labour issues at the national level
as well as any systematic attempt by the CPC to rebuild effective trade unions on a
national basis. This is not to say that communist organisers were entirely absent from
the urban areas and indeed the ebb and flow of the urban labour movement between

1927 and 1949 broadly reflected the wider national picture and balance of class forces
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as a whole. Following the bloody events of 1927, labour organising entered what Perry
calls a ‘conservative interregnum’ (Perry, 1993: 88) that gave way to a ‘radical
resurgence’ from 1937 up to liberation in 1949 (Perry, 1993: 109) during which time
labour protests became increasingly common and CPC influence grew accordingly.
Nevertheless, the unions generally had a ‘skimpy industrial spread and a limited
“proletarian” base’ (Ng Sek-Hong and Warner, 1998: 17) and this ‘weakened their
ability to make demands on the party’ (Lee Lai To, 1986: 30 cited in Ng Sek-Hong and
Warner, 1998: 17). The ACFTU’s Sixth Congress in 1948 re-affirmed democratic
centralism as its organisational principle (Ng Sek-Hong and Warner, 1998: 17) perhaps
wary that a less severe approach to internal trade union decision making would lead to
a repeat of past struggles and alliances with guilds and home-town organisations.

At the Congress the ACFTU decreed that workers would be organised on an
industrial and geographical basis rather than along occupational lines. Ng and Warner
find that the one-way nature of the trade union transmission belt that consequently
developed between party and class in post-liberation China has its roots in pre-
liberation conditions.

The historical legacy of the pre-1949 period and the difficulties of organizing

nationally led the CPC to use the ACFTU essentially as a one-way link between

Party and ‘masses’. (Ng Sek-Hong and Warner, 1998: 17)

Thus we can identify a tradition of CPC-affiliated organisers in China’s working class
but their strategy and tactics especially with regard to workplace representation was
never far from national politics. As such there was no practice of effective

representation and indeed this trade union function actually declined once the danwei
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system entrenched itself. This reductionist process was not confined to the realm of
ideological debates at high level, though these did take place. Post-liberation labour
unrest and worker militancy gave substance to the debates over the role of unions that
were also accompanied by, on the one hand, ACFTU leadership purges and on the
other, concessions to workers. Finally a wave of repression was introduced after
temporary and contract workers spearheaded a strike wave during 1956-57 that gave
vent to anger at being ‘left out of the new danwei system ... [and being] denied the
privileges that came with permanent employment at large state enterprises’ (Perry,
1997: 49).

As both minister of labour and acting head of the ACFTU, Li Lisan was given
the responsibility of drafting labour policy and regulations for the new government
(Perry, 1997: 45). Perry argues that the results of his work, which included a Trade
Union Law (1950) and Labour Insurance Regulations (1951), ‘were a defining element
of the emerging danwei’ (Perry, 1997: 45) and as such Li and his comrades such as Liu
Shaoqi, Chen Yun and Zhou Enlai (Perry, 1997: 45) deserve much of the credit for the
generous provisions awarded to the new ‘masters of society’, or at least some of them.
This generosity, combined with his views on the need for trade union autonomy to
defend it, no doubt helped get Li sacked as head of the ACFTU for ‘economism and
syndicalism’ (Perry, 1997: 46). Although an eccentric figure whose flamboyance
tended to arouse the suspicions of party purists, Li was hardly an isolated figure. In fact,
his reputation and popularity among skilled workers and the potential power base this
represented probably hastened his departure from the union movement. Indeed, during

his tenure, primary level union cadres in both state-owned and private enterprises took
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a ‘more independent line, siding with workers in defence of their interests in the
enterprise’ (Sheehan, 1998: 36).

Nevertheless, despite two trade union crises in the first half of the 1950s, a
combination of labour unrest, the regime’s rhetoric and the state’s policy of gradually
moving towards ‘collectivist relations of production’ (Maitan, 1976: 44; Xu Xiaohong,
2004: 30-33) rendered the unions a definite force in labour relations at least up until the
introduction of one-man-management. Sheehan cites union participation in
management decisions as ‘mandated by workers’ (Shechan, 1998: 50 — emphasis added)
being curtailed by the rolling out of one-man-management on a national scale in April
1954 (You Ji, 1998: 36). As a consequence, there was widespread disappointment
among workers following nationalisation and this sense of disappointment was fed by
perceived and actual bureaucratization and dissatisfaction with the performance of both
Party and union cadres at enterprise level. The strike wave of 1956-57 was the result.
At the Eighth Party Congress in 1956 Li Lisan’s successor, Lai Rouyu, outlined the
confusion in the ranks, reinforced the parameters of the renewed debate over trade
unions and spelt out the union position:

Some people seem to think that because the working class wields state power,

the State as a whole will safeguard the interests of the working class, and the

trade unions have lost their function as protector of workers’ interests. This
view is wrong. The reason is that classes have not yet been completely
eliminated in our country, while various bureaucracies continue to manifest
themselves among us and it will take us time to overcome them. Under these

circumstances, the material interests and political rights of the mass of workers
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and employees are not safe from damage by the bureaucracy. (Lai Rouyu, 1956

cited in Maitan, 1976: 38)
Lai is clearly advocating a continued representative function for trade unions. His
argument was both strengthened and weakened by the appearance of autonomous
workers’ organisations (Sheehan, 1998: 69). On the one hand, this expression of
working class independence alarmed the Party into taking the unions seriously and, on
the other hand, angered senior Party leaders fearful of a workers’ power base beyond
their control. The parallels with 1989 and the Workers Autonomous Federations (WAF)
are clear. Perhaps a parallel with the 2003-2008 period may also be drawn as strikes
have emerged as the workers’ weapon of choice and the ACFTU has come under
intense pressure to improve its representative performance. But to return to the mid-
fifties, the unrest led to a crackdown on expressions of autonomy outside the unions
and the gradual clawing back of the financial gains extracted by workers from
enterprises during the strike wave of late 1956 and early 1957. The Anti-Rightist
Campaign was launched in the summer of 1957. Next came the Great Leap Forward,
with its emphasis on reducing unit costs and dramatically improving production as
epitomised by the ‘unthinking optimism of slogans like “produce more, more quickly,
better and more economically”” (Maitan, 1976: 45). Lai and some in the unions
continued to press for increased powers of worker participation and by implication
union influence at danwei-level. Their efforts bore no fruit in the new political climate
that was hardly conducive to further debate. Indeed, it is probably fortunate for Lai

Rouyu that an early death from ill health prevented him from meeting the wrath of Red
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Guards during the Cultural Revolution of the following decade. They proved too much
for his predecessor Li Lisan, who committed suicide in 1967 (Perry, 1997: 46).

The years following the Eighth Congress saw the overall fortunes of the trade
unions rise and fall — even skirting with total prohibition during one phase of the
Cultural Revolution. But their role at the welfare rather than business end of the danwei
and acceptance of Party leadership was cast pretty much in stone for the remainder of
the command economy era. During the period 1957-1978, the primary functions of the
trade unions were to maintain labour discipline, encourage production and administer a
large part of the state’s housing, social and welfare apparatus, the benefits of which
were delivered via the danwei as a means of stimulating labour motivation and
maintaining political control. As such, the trade unions were primarily an instrument
for controlling the working class, although they did play some protective role in the
workplace, representing individual workers in the event of disputes over such
management failings as the miscalculation of wages, pension entitlements or illegal
punishment by the employer. In theory they were also supposed to enforce the
protective clauses of relevant labour regulations and to maintain minimal standards of
health and safety at work. In practice these tasks were often sidelined as increasing
production over-ruled all other considerations. Overall, the role of the trade unions was
to harmonise the interests of labour and management rather than to represent the
interests of their members in opposition to management. The traditions and practices
built up as a consequence have profoundly constrained trade union work since the

introduction of the market economy in the reform era.
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Trade Unions and the ‘Ten Lost Years’

The prohibition, to all intents and purposes, of formal trade union activity renders the
Cultural Revolution period of 1966 to 1976, and the following two-year build up to the
formal introduction of market-orientated reforms beyond the scope of this thesis.
Nevertheless, the Cultural Revolution was an important period for the Chinese working
class. In essence, the event was a power struggle that focused on China’s rate of
progress towards ‘communism’ and who should lead it. It began with Mao’s
astonishing appeal to students to ‘Bombard the Headquarters’® as he launched a
struggle to regain control of the Party — lost following the Great Leap Forward — and
eradicate its leadership in the summer of 1966 (Karnow, 1972: 195). Less than a year
later, growing and largely unforeseen working class participation in the Cultural
Revolution prompted a response from the People’s Liberation Army (PLA) as ‘troops
moved into factories and rural communes to supervise industrial and agricultural
production’ (Karnow, 1972: 297; Leys, 1977: 189-195). As the balance of power
between armed ‘conservatives’ and ‘rebels’ ebbed and flowed, China edged towards
civil war. Eventually Mao pulled back and threw his weight behind the army and
tripartite Revolutionary Committees made up of cadres from the Party, army and
leaders from Red Guard organisations. On the surface, the committees represented a
compromise between struggling factions during the tumultuous and violent upheavals
of 1966-68, and were established as new organs of power at all levels of society,
including in the factories (Schram, 1973: 101; Howe, 1973: 245). The factions included
provincial-level workers’ organisations such as the Red Flag Army of Harbin whose

members were drawn from ‘industrial and transport workers fighting for shorter hours

® This was the title of a big character poster written by Mao himself.
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and a better wages system’ (Maitan, 1976: 150). In practice, the Revolutionary
Committees were, in the main, dominated by army personnel fluent in Maoist rhetoric
but under orders to ensure that some sort of order was returned. Militancy was at least
partially deflected by periodic participation in struggle meetings against individuals
deemed as having capitalist sympathies or of supporting others who did (Leys, 1977:
193). The army’s response to autonomous workers’ associations such as the Red Flag
Army was ‘to dissolve these organisations and jail their leaders’ (Maitan, 1976: 150) as
the ‘more “economistic” aspects of the mass movement proved equally unacceptable to
the central authorities’ (Sheehan, 1998: 136). Despite the speechifying, the
Revolutionary Committees were ultimately an expression of the army’s authority,
commitment to order and above all the maintenance of production (Karnow, 1972:
277-278; Harris, 1978: 66; Maitan, 1976: 154). Although they sometimes included
former union cadres, the committees rendered enterprise-level unions superfluous, even
‘reactionary’, in the new stage of ‘socialism’ and at the Ninth Party Congress in 1969 a
new party structure was established (Karnow, 1972: 277-278) that virtually ignored
trade unions.

These were grim times for the trade unions, their cadres, and sections of the
working class in general. On the other hand, it was also at a time when, at least in the
earlier phase of the Cultural Revolution, workers took ‘advantage of the unprecedented
opportunity presented to them by the lifting of party controls on organizations’
(Sheehan, 1998: 136). Indeed, the first three years of the Cultural Revolution was a
period that ‘many workers retrospectively saw as a high point of democratization and

freedom of expression and organization in enterprises and wider society’ (Sheehan,
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1998: 137-138). Like workers, the students whom Mao had originally turned to during
the ‘opening salvos’ of the Cultural Revolution (Karnow, 1972) also suffered a reverse
in fortunes after enjoying exceptional initial freedoms. Millions of them had taken
advantage of free travel and time off from class to ‘link up’ (chuanlian) and exchange
revolutionary experiences all over the country. Beginning in 1968, they were ordered
to return home and their revolutionary fervour was subsequently redirected to rural
areas where millions were sent to ‘learn from the peasants’ whose poverty, and at times
hostility, rendered the experience traumatic for many of the ‘sent down’ youth (Leys,
1977: 192).

The Ninth Party Congress marked the end of the struggle phase of the Cultural
Revolution and, on paper, set the stage for a ‘revolution in mass-management’
(Sheehan, 1998: 138) in which there was no role for trade unions. In reality, the
following years were marked by extreme Maoist rhetoric that heaped ‘ubiquitous praise
for the superiority of the working class’ while subjecting workers to the ‘same
autocratic rule as the rest of Chinese society’ (Sheehan, 1998: 138). Yet echoes of the
early years of this extraordinary period still emerge in conversations with workers. For
example, twenty-five years after the fall of the Gang of Four, the former Beijing WAF
organiser Han Dongfang expressed opposition when SOE textile workers in Mianyang
employed Cultural Revolution tactics and ‘air-planed’ their factory director through the
streets during a dispute over wage arrears (Han Dongfang, personal communication,
Hong Kong, 22 July 1997). On the other hand, a laid-off miner in Shulan told me that
he owed his position as a permanent worker to a strike at his mine in 1968 and went on

to say, during a long bus journey over dreadful roads, that ‘another Cultural Revolution
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would stop those bastards up there in the offices from shutting the place [mine] down —
and improve these fucking roads!” (nong hao zhege ta ma de lu!). (Retired miner,
personal communication, 15 November 2001).
On the Eve of Reform
By 1978, the Chinese economy was under severe strain with unemployment rapidly
emerging — or rather re-emerging — as a major systemic challenge for both Party and
government. Deng’s return to power had added impetus to the movement of former
Red Guards back to urban areas, putting further pressure on government to create jobs
— in 1978 the official figure for urban unemployment was 5.3 per cent (White, 1989:
154).” Moreover, the reformers’ case for the gradual opening up of urban labour
markets was strengthened by the presence of ‘semi legal rural immigrants whose
numbers have swelled in recent years’ (White, 1989: 154). By 1982, Chinese experts
were estimating rural surplus labour to be approximately thirty-five per cent of total
rural labour (White, 1989: 154). Spurred on by rising unemployment and a stagnating
economy, reformers’ arguments crystallised on the need to introduce economic reforms
in order to raise productivity (Rofel, 1989: 235). They argued that labour mobility was
an essential component of policies aimed at revitalising Chinese industry which,
according to China’s reform economists, was

too rigid and bureaucratic, constraining the flexibility of the economy,

perpetuating poor labor production, and retarding technical change. Changes

were necessary, they argued, to increase the flexibility of movement of the

labor work- force, give management more power over their work-force labor,

"In 1978 the government formally allowed urban youths to return to the cities, facilitating the
homecoming of twenty million youths (Wu Teh-Wei and Elizabeth Li Hon-Ming, 1993: 156)
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and to break the iron rice bowl of the state workers. Specifically, they have
argued that the degree of direct administrative control over urban labor has
been excessive, rendering the economic actors themselves — both managers and
workers — inert. (White, 1989: 155)
The programme for growth and development was originally labelled the ‘Four
Modernisations’, and formally announced in 1977. Aimed at industry, agriculture,
science and technology and defence, this ambitious plan continued the Maoist habit of
exaggerating China’s capacities in order to achieve the unachievable. As Deng
consolidated his return to power, he began scaling down the goals of the Four
Modernisations (Hardt, 1982: 8) and shifted the emphasis to institutional reforms that
would facilitate the ‘genuine process of economic transition’ that was to unfurl during
the eighties (Naughton, 1995: 5). Nevertheless, in the view of mainstream US capitalist
economists, opportunities for US companies remained a long way off.
The achievement of a modern, industrial, competitive economy by the People’s
Republic of China is not certain for any future particular year, certainly not for
the year 2000. However, China has the resource potential, the skills and the will
to change. A formidable task lies ahead, but success should not be ruled out.
(Hardt, 1982: 11)
The observation demonstrates both the scale of the task that reformers faced and the
distance China has travelled since those early post-Cultural Revolution days — and
perhaps how out of touch US economists and politicians were with the country despite

seven years of ‘ping-pong diplomacy’!
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Industrial Reform Phase One: 1978-1992

There was no blueprint for economic reform (Naughton, 1995: 5). The process
progressed on a step-by-step approach that Deng summed up with the Chinese
metaphor meaning ‘to cross the river by feeling for the stones’, or, as Naughton put it,
‘the strategy of not having a strategy’. Yet the process was far from ‘muddling
through’ (Lindblom, 1959: 79-88 cited by Naughton, 1995: 5). Once the political battle
for a course of economic reform had been won, and announced at the landmark Third
Plenum of the Eleventh Congress of the CPC in December 1978, the road ahead was
signposted by a combination of pilot projects, provisional regulations and eventually
the passing of an Enterprise Law (1988), a Trade Union Law (1992) and a Labour Law
(1995).

The first phase of economic reform is generally referred to as the period of the
‘dual-track system’ (Liu Aiyu, 2005: 77; Naughton, 1995: 8). Naughton emphasises the
‘co-existence of a traditional plan and a market channel for the allocation of a given
good’ and that dual-track refers to the ‘coexistence of two coordination mechanisms
and not to two ownership systems’ (Naughton, 1995: 8). Liu provides seven sub-
headings for her narrative of the period: expanding enterprise autonomy via profit
retention and autonomy; tax reform; overall reform of pricing, finance, investment,
banking, wages and foreign trade (gaige zhengti fangan); employment reform; wage
reform; enterprise welfare reform; and enterprise leadership reform (Liu Aiyu, 2005:
77-85). Space precludes a discussion of all Liu’s categories. However, three are

directly relevant to our discussion and | will use them as a guide to this section,
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drawing on the relevant literature and my fieldwork — past and present — where
appropriate.

Expanding enterprise autonomy placed profit retention at the heart of the first
stage of industrial reform (Liu Aiyu, 2005: 77). Beginning in 1978, the policy was
piloted by Zhao Ziyang, who later became CPC General Secretary and famously wept
when visiting hunger-striking students in Tiananmen Square in 1989 saying ‘we have
come too late’. The pilot initially focused on six enterprises in Sichuan province (Liu
Aiyu, 2005: 77; Naughton, 1995: 98). Similar pilots were conducted in Yunnan
province and Beijing (Yao Kaijian and Chen Yonggin, 2003: 223). The Sichuan pilot
quickly expanded to cover one hundred enterprises which, at the time, transmitted
ninety-two per cent of their profits to the central government, with the remainder
ploughed back into the company (6.5 percent) and shared out among the workforce as
an annual bonus (1.5 per cent) (Liu Aiyu, 2005: 77). ‘Marking the beginning of
‘nationwide urban reform’ (Naughton, 1995: 99) the State Council issued five
regulations that summed up the experience of these pilots and gave the go ahead for
their wider application. By June 1980, 6,600 profitable SOEs were implementing a
profit-retention system and exercising autonomy over production planning, marketing,
capital utilisation (zijin yunyong) and employees’ welfare and bonus funds (Liu Aiyu,
2005: 78). Naughton argues that, following this initial push in the direction of
autonomy, the state then pulled back and switched to a more conservative policy in
1981 (Naughton, 1995: 97). Liu puts this down to concerns over fiscal shortages at the
treasury arising from a decline in profits handed over to the state (Liu Aiyu, 2005: 78)

while Naughton, pointing to the link between enterprise autonomy and the reliability of
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the price system (Naughton, 1995: 102), argues that it was the reformers’ unsuccessful
attempt to ‘rationalize prices and financial relations’ (Naughton, 1995: 97) that
underpinned a fairly dramatic drop in the pace of reform. This led him to characterise
the period 1979-1983 as a ‘classical policy cycle ... in which a phase of energetic
reform policy was followed by a phase of cautious retrenchment’ (Naughton, 1995: 97).
The upshot was that in spring 1981 an alternative system to profit retention was piloted
entitled ying kui bao gan. Liu explains the difference:

Enterprises taking responsibility for their profits and losses (ying kui bao gan)

is profit retention (lirun liucheng) in another form, but the system underlying it

is different. The ratio of profits retained under the profit retention system is
based on the previous year’s actual achievements. On the other hand, the
system of taking full responsibility for profits and losses is on the basis of
consultation and planning. The amount of profits handed over to the centre is
the average sum of monies extracted by the central government over the

previous three years. (Liu Aiyu, 2005: 78)

A two-year period of wrangling followed as SOE managers sought to use the
new regulations issued by the State Council to consolidate their position vis-a-vis Party
basic units or cells in the enterprises. For workers, it initially seemed that the high
expectations of reform, which the state had encouraged (Sheehan, 2000: 249), were
real enough as wages climbed. By the winter of 1984 the Party’s ‘powerful industrial
organisations’ (You Ji, 1998: 50) were blaming managers and the autonomy they had
gained ‘for loss of control over wage increases and failures in investment decisions’

(You Ji, 1991: 65). The power struggle between traditional management methods via
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the aforementioned three committees (Party, management and recently reactivated
trade unions) and the reformers’ case for awarding increased autonomy to the factory
director continued as the latter pushed wider application of the Director Responsibility
System. By September 1986 reformers were back in the driving seat when, following
fierce debates in the Politburo Standing Committee and the National People’s Congress
Standing Committee, the State Council and the Party’s Central Organisation
Department issued three documents that later became the basis for the Enterprise Law
of 1988 (You Ji, 1998: 51). From now on the director was no longer under the
leadership of the party committee and it was ‘confirmed that an enterprise is a legal
entity with the managing director as its legal representative vested with all necessary
powers’ (You Ji, 1998: 51). Contracted labour was back — and the material conditions
for a ‘new form of industrial relations in the state sector’ were now in place (Chan, A.
2000: 38).

However caution, ‘crossing the river by feeling for stones’, or the ‘strategy of
not having a strategy’ remained the name of the game. Although China’s traditional
employment system guaranteed permanent employment to a relatively small number of
urban workers, these people had much to lose. The employment system had become
entrenched to the degree that SOE workers’ children were able to inherit the jobs of
their parents via an arrangement known as dingti (Wu Teh-Wei and Elizabeth Hon-
Ming Li, 1993: 157). The Party was sensitive to Maoist and/or conservative arguments
that attempting to dismantle the ‘iron rice bowl’ of permanent employment carried the
risk of social unrest. A three-stage strategy of talking up the material gains that a

labour market offered to workers while simultaneously introducing policies that would
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inevitably undermine permanent employment was launched. The first stage involved
loosening the state’s grip on employment allocation procedures and substituting it with
a three-in-one combination of channels for recruitment and job seeking known as san
jie he or the three-in-one combination (Liu Aiyu, 2005: 80).% The three avenues of
employment now included: the labour bureaux that still allocated most jobs either
directly or through newly-established labour service companies (LSC); through one’s
own efforts; or to become self-employed. LSCs also began to supply labour to
enterprises “‘under new forms of ownership arrangements including private enterprises
and joint ventures’ (Wu Teh-Wei and Elizabeth Hon-Ming Li, 1993: 157). This was
crucial as eventually the dismantling of the iron rice bowl owed more to competition
from the private sector and ensuing influx of cheaper migrant labour than
administrative reforms emanating from Beijing. Beginning in 1980, labour contracts
were piloted among skilled and experienced workers in Shanghai, gradually spreading
across eight provinces. By early 1982, 1.6 million workers were on contracts, rising to
6.5 million by early 1983 (Liu Aiyu, 2005: 81) when the policy was applied to newly
recruited permanent workers hired on five-year contracts (Naughton, 1995: 210).

Stage two no doubt deepened a growing sense of insecurity and loss of political
status among many SOE employees (Sheehan, 2000: 250). The Central Committee
released its ‘Decision on Economic Restructuring’ allowing mines, building sites,
transport and the ports to employ internal migrants from the countryside (Liu Aiyu,
2005: 81). However, the pace remained cautious and, contrary to some newspaper

reports, this was by no means a headlong rush for the cities — at least not yet. For

® The term was a somewhat ironic use of an expression that had previously applied to the tripartite
Revolutionary Committees of the later Cultural Revolution period!
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example, clauses in a contract between a Sichuanese migrant worker and the Jingyan
County Employment Service Bureau demonstrate that even as late as 1992, migration
from the countryside was very carefully managed. Clauses 4.1 and 4.2 refer to good
health, age restrictions and gender — must be male — of the worker. Most tellingly,
clause 4.4 states:

The family (shall have) sufficient or even surplus manpower so that when the

worker leaves his hometown, his family’s production in the household

responsibility system would not be affected. (Liu Kaiming, 2001: 31)

In 1986, labour contracts were rolled out nationally via four sets of provisional
regulations on hire and fire and unemployment insurance (Wu Teh-Wei and Elizabeth
Hon-Ming Li, 1993: 160). The same caution was widely exercised despite the fact that
a ‘major effort was launched to restructure the employment system’ to new state
employees (Naughton, 1995, 210). Sectors with labour shortages were ‘granted a
variance’, permanent employment was still offered to technical school and college
graduates, and a two-year period of grace was built into the new regulations (Wu Teh-
Wei. and Elizabeth Hon-Ming Li, 1993: 158-160).

The third stage of reforming the new employment system was one of refining
the existing changes and encouraging managers to make use of it via the ‘optimization
of labour [force] composition’ (youhua laodong zuhe). ‘Progress’ continued to be too
slow for reformers like Zhao Ziyang. On the one hand, moderates such as the
economist Chen Yun wanted to keep the ‘bird in the cage’ i.e. ensure that the market
operated under the guidance of the plan. On the other hand, Zhao Ziyang was

increasingly turning to ‘radical ideals’ (Naughton, 1995: 123) that were only brought to
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a — temporary — halt by the tanks rumbling towards Tiananmen Square in the early
hours of 4 June 19809.

Also central to the destruction of the iron rice bowl was wage reform. As early
as 1977, the state began to widen wage differentials by awarding pay increases to
workers in selected sectors and re-introducing the bonus system abolished during the
Cultural Revolution (Korzec, 1992: 59). Bonuses increased as a percentage of overall
wages throughout the eighties despite the ceilings imposed by planners on the ratio of
basic wage to bonus (Naughton, 1995: 105). In fact the ratio leapt from 2.3 per cent in
1978 to 17.2 per cent in 1988 (Wu Teh-Wei and Elizabeth Hon-Ming Li, 1993: 164).
The wage increases in this period improved workers’ living standards — no doubt
easing anxieties over contracts and rural migrant labour — with the average industrial
wage in SOEs and collectively owned enterprises (COES) rising from 615 yuan in 1978
to 1,747 yuan in 1988 (Wu Teh-Wei and Elizabeth Hon-Ming Li, 1993: 164). However,
neither differentials nor bonuses were able to weaken the traditional working class’s
attachment to egalitarian principles. Bonuses could be employed as a management tool
to elicit more effort from workers but had little impact on average levels of
compensation. Consequently, ‘workers tended to push for egalitarian distribution of
bonuses’ (Naughton, 1995: 105) especially when planners continued attempts to
restrict bonus-basic wage ratios. Even when managers obtained the right to fire
workers after 1986, thus ending on paper the institutionalised ‘long-term coexistence’
of both sides, the former were as reluctant to threaten the occupational security of their
employees as the latter were to ‘jump in the sea’ (xiahai) of market forces and set up in

business or get a job in the private sector and the change in policy simply passed many
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enterprises by. Indeed Liu found that seventy-two per cent of workers in enterprises in
Shenyang and Shanghai felt that their employment security had not been threatened by
the introduction of contracts and increases in management autonomy (Liu Aiyu, 2005:
86). Managers cited various constraints on dismissing workers including ‘prioritising
stability’, ‘pressure to create employment’, and a feeling of solidarity even with newly
hired contracted workers who ‘are our brothers and sisters’ (Liu Aiyu, 2005: 86). These
sentiments were sharpened by traditional geographic proximities when ‘managers and
their families usually lived in the same factory-run residential quarters along with
workers and their families, who thus had many informal ways to pressure managers
(Naughton, 1995: 105).°

In sum, while some workers and Party members may have seen the writing on
the wall with the introduction of dramatic changes to industrial relations, the overall
picture was not one of mass discontent in the workplace, despite the key roles workers
played in the Democracy Wall movement at the beginning of the decade and the
Democracy Movement at the end of it (Sheehan 1998). The formation of WAFs in
major cities was of huge political significance and deeply alarmed the CPC. However,
while working class anger at the representative inadequacies of the ACFTU, inflation
and corruption undoubtedly induced millions of SOE workers and middle managers to
join enormous marches for clean government in the spring of 1989, the calls issued by
the Beijing WAF for a general strike largely fell on deaf ears (Han Dongfang, personal

communication, London: 12 March 1993). The fact that the right to strike was removed

® Naughton footnotes one anecdote from 1984 in which a group of disgruntled workers turned up outside
their manager’s home every evening to discuss various workplace grievances. The workers succeeded in

inducing the manager to agree to their demands by ‘at first delaying, and ultimately sharing in, the
family dinner’ (Naughton, 1995: 343).
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from the Constitution in 1982 was not the reason why the strike calls were largely
ignored. The reason was simply that the WAFs did not have a strategy or indeed a
capacity effectively to organise workers in the workplace (Han Dongfang, personal
communication, Hong Kong, 17 July 1999).

The repression of the Democracy Movement was violent and thorough. It
purged the ACFTU and arrested workers and supporters suspected of being involved in
the WAFs. It also brought on efforts by ‘conservatives’, led by Premier Li Peng, to
slow down the pace of reform and even reverse the direction as China entered a period
of relative isolation, despite the best efforts of some foreign governments to reassure
the Chinese government and foreign capitalists that it was business as usual (Liang
Guosheng, 1996). In truth the situation was something of a stalemate. Naughton
dismisses the efforts of those wishing to roll back the reforms as little more than a
hiccup. As the figures below demonstrate, foreign investment continued to increase
before taking off in 1992/°93 when Deng’s Southern Tour indicated the stalemate was

over.
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Table 1
FDI in China, 1983-2005
Year FDI FDI

(USS$ billion) (RMB billion)

1988 3.19 11.89
1989 3.39 12.77
1990 3.49 16.68
1991 4.37 23.24
1992 11.01 60.70
1993 27.52 158.54
1994 33.77 291.03
1995 37.52 313.33

(Source: China Statistical Yearbooks cited in Wei Kailei et al., 2008)

The international trade union movement recoiled in horror from the violence,
leaving the ACFTU isolated and with a new leadership vigorous in its commitment to
Party leadership. On the other hand, SOE wages increased significantly in this period,
indicating the willingness of the authorities to make concessions to workers as the price
of social peace. Some observers have also attributed wage increases to workers actively
taking advantage of the lull in reforms to push forward wage claims at a time when
SOE managers were anxious to avoid labour disputes that brought unwanted attention
to their enterprises (Hussain and Zhuang, 1998: 43-68). In 1993, Deng’s Southern Tour

brought the stalemate to a dramatic end.



63

Trade Unions in the Early Reform Period

The reform policy was a double-edged sword for the trade unions. On the one hand,
Deng Xiaoping’s return to power symbolised that the dark days of attacks on the trade
unions were finally off the ideological agenda. But on the other hand, the creeping
commaoditisation of labour power not only threatened the position of workers and trade
unions in SOEs, it also heralded the return of a formalised divergence of interests
across China’s industrial relations map: between the managed and the managers and, in
the new private sector, labour and capital itself. In other words the reforms put the
trade unions back on the political agenda but with an as yet limited influence over
events and no recent experience of handling opposing interests. Considering these
dilemmas, Howell identified four implications that the opening up of the economy
would have for the unions: First, they would need to become familiar with handling
contract-based disputes chiefly by studying both national and international law; second,
the unions would have to ‘reconsider the balance between representing the interests of
the Party and those of the union [i.e. the workers]’; third, they would have to become
more confrontational if they were to defend workers against predatory, and often
unrestrained, capital; fourth, they would have to learn to organise rural migrants
(Howell, 1998: 156-157). Thompson argues that initially at least, the institution of the
Staff and Workers Congress (SWC) was the chosen vehicle to bolster the union’s
backbone as it negotiated its way through the changing ‘web of interests’ in China’s
enterprises and improve workers’ participation in economic reforms (Thompson, 1992:

233-235). Obviously anxious not to overstep the mark and risk reigniting past debates



64

over autonomy, the tried and tested SWCs facilitated workers’ participation even as it
blocked real influence at enterprise level. Thus, at the

10" National Congress in 1983 we find the head of the ACFTU, Ni Zhifu,

calling for a stronger role for trade unions within the enterprise through a

strengthening of the workers’ congresses. (Howell, 1998: 159)
In fact, as early as 1978, Deng Xiaoping was strongly advocating that as the
organisation in charge of both convening SWC meetings and running its day-to-day
business, the ACFTU’s primary branches were ideally placed to enable workers to
‘elect section heads and other junior management ... [discuss] major issues ... [and]
suggest replacements of leading personnel’ (Thompson, 1992: 236). As Thompson and
many others have commented, whether or not the SWC’s were — or are — capable of
exercising control over management is a moot point. Certainly the institutions were to
become a strategic focal point for SOE workers fighting the legality of bankruptcies
and asset transfers during the period of deep restructuring that followed the Fifteenth
Party Congress in 1997. The photograph below is from a demonstration in Hebeli
province where workers were calling for the ‘resolute implementation’ of an SWC
decision made on 28 October 1999 to oppose what amounted to privatisation. But what

of the SWCs’ influence where it counted: the pace, pay and conditions of production?
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Workers in Zhengzhou demand the implementation of their factory’s SWC decision

made on 28 October 1999

Source: Brian Keeley

In 1986, the State Council passed the Regulations on Staff and Workers
Congresses in Industrial Enterprises Owned by the Whole People. This was the same
year that enterprise managers were given dramatically expanded powers over hire and
fire, wages and working conditions in SOEs. The new regulations were timed to
provide a counterweight to the extension of management authority while neutralising
shopfloor opposition to the new arrangements. On paper the rights of SWCs were
impressive: Article Seven gave delegates the right to make suggestions on issues
relating to production; examine, approve or veto company policy on wages and welfare
issues; make suggestions on the allocations of housing stock; and even dismiss
enterprise directors and senior management (Chinese Academy of Sciences, 2009).
Moreover, Article Thirty-Three of the Labour Law (1995) appeared to open up an

opportunity for staff and workers to make use of SWCs to initiate and approve
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collective contracts even in the absence of trade unions. The article refers to private
and foreign-owned enterprises in which both SWCs and trade unions were most
notable for their absence. There is no evidence that this right has been exercised with
any success.

In retrospect, we can best interpret the emphasis on SWCs as an initiative
aimed at heading off unrest in the state sector while presenting them as an institution
that would help to strengthen unions in the private sector.® Howell contends that this
strategy had an international dimension. The rise of Solidarnos¢ in Poland gave added
urgency to the debates on improving union capacity during the early reform era as CPC
leaders fretted over the potential for an independent trade union movement to emerge
in China. Indeed Howell refers to such challenges emerging in the cities of Wuhan and
Taiyuan (Howell, 1998: 159). The pressure for more effective unions was intricately
linked to the economic reforms as union cadres acknowledged that a new type of trade
unionism not so closely tied to the state was required. The potential for unrest in the
state sector and the gradual increase in labour disputes was at the root of these concerns,
which even found expression at the Thirteenth Party Congress in 1987 when Zhao
Ziyang and other reformers supported moves for ‘greater autonomy for trade unions’
(Howell, 1998: 159).

At the landmark and now largely forgotten Eleventh Congress of the ACFTU

matters came to a head when Ni Zhifu ‘called for a readjustment of the relationship

1o Although SWCs have had little impact in the private sector, this remains the case in the state sector. In
August 2008, the authorities in Henan conceded to protesting workers calling for a halt in the
privatisation of the Linzhou Iron and Steel Company Limited. Practically on the eve of a hotly contested
buyout by the Fengbao Iron and Steel Company Limited, officials announced after five days of protest
that ‘[I]ssues regarding the future of Linzhou lron and Steel and benefits for its workers should be
decided by its workers' congress’ (Shanghai Daily, 2009).
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between the trade unions, Party and government’ (Howell, 1998: 159). A Workers’
Daily editorial described the event as a ‘reforming congress, a democratic congress and
a unified congress’ which would have been par for the course but for the editors then
going on to add some substance:

We must persevere in adding vitality to our primary level organisations and

implement the policy of transforming the wunions into democratised

[organisations] of the working masses (qunzhonghua). (Workers’ Daily, 1988)
In the context of such a dramatic Congress — even more so in hindsight — this editorial
was significant. Delegates agreed that when workers’ rights and interests were
infringed and normal democratic channels failed to fight the situation, trade unions had
the ‘right to lead workers in exposing [malpractice], reporting [violations] and adopting
other legal forms of struggle’ to protect their members (ACFTU, 1988: 82). This ruled
out strike action as the right to strike had been deleted from the Constitution in 1982.
Nevertheless, the tone of determination was indicative of the debates that had gathered
steam in union and Party circles during a decade of reform.

The momentum came to halt with the Democracy Movement of 1989 and the
appearance of the WAFs, discussed in the previous section. While many union cadres
privately agreed with the criticism that the ACFTU needed to distance itself from the
Party and were genuinely frustrated with the slow pace of reform, the severity of the
clampdown and the concomitant purge of the ACFTU leadership persuaded them that
working within the system was the only option available. In the years immediately
following the turmoil of 1989, SOE workers fared reasonably well as Party

conservatives used the occasion to bring the economic reforms to a temporary halt and
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enterprise leaders were given room to increase wages in the state sector in a bid to
ward off labour unrest at a very sensitive time. The ACFTU was subjected to intense
criticism from the international trade union movement and many national union
federations followed the ICFTU in spurning all contact. Yet, as we have seen, FDI
continued to arrive and pressure from the private sectors, including the TVEs,
continued to build up. If the ACFTU was to survive with any credibility, union reform
would very soon push its way back on to the agenda.
Industrial Reform Phase Two: The Socialist Market Economy — On the Road to
Capitalism
Market forces had little direct impact on industrial relations in the urban sector during
the first decade of reform. Senior figures such as Hu Yaobang and even Zhao Ziyang,
who were arguing for a more rapid transformation, were frustrated by the influences of
post-Cultural Revolution political caution and the endurance of traditional practices
which, for the most part, acted as a constraint on the pace of reform. For example,
[E]Jven changes in SOE wage policies to improve productivity and material
incentives were often implemented in traditional egalitarian fashion and were
not linked directly to improvements in productivity. (Gallagher, 2005: 66)
During the ‘dual track’ period of 1978 to 1992 managers were reluctant to shed
‘excess’ workers for fear of provoking unrest — although trends that indicated a decline
in workers’ status and authority (quanli) were also beginning to emerge (Liu Aiyu,
2005: 76). Nevertheless, most people’s economic situation had improved or at least
remained static. Liu’s data of the period demonstrates that 22.5 per cent of her working

class respondents were financially richer, 21.4 per cent reported a drop in income, with
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the remainder reporting no change (Liu Aiyu, 2005: 86). As SOE restructuring
gradually deepened during the mid-nineties, workers and shopfloor management in
medium and large SOEs sometimes combined in order to pressure senior factory
managers as they negotiated with state bureaucrats over budgets. In contrast to thirty-
seven per cent of factory managers who prioritised market share, You Ji found that
[A] much tighter alliance [was] formed between shop floor management and
workers to protect their own interests ... According to a national survey of
2,765 factory managers in 1995, answers to the question ‘What is the most
important thing in your management?’ the biggest proportion of respondents
(forty-eight per cent) answered that maximizing workers’ income was their
primary objective. (You Ji, 1998: 140)
Liu also found that managers were reluctant to shed ‘excess’ workers on account of
fear of provoking unrest and pressure to keep unemployment under control.
Although the contract system and the authority of managers to terminate
contracts had a sound legal basis, the new power was used extremely carefully
and in reality was subject to very real restraints. In recruiting new workers,
managers would go through the motions of seeking employees on the open
market. But in actual hiring, they continued the practice of fencing (nei zhao).
Managers certainly didn’t go looking to stir up trouble by ending employment
contracts arbitrarily. The power to fire was tempered by a number of social
considerations which they justified in phrases such as ‘stability above all else’,

‘employment first and foremost’. (Liu Aiyu, 2005: 86)
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While direct Party intervention in the enterprises declined, social stability remained a
key factor on SOE managers’ agendas. As late as 2001, when the sheer scale of SOE
lay-offs had become clear, the traditional social obligations of the ‘enterprise’ lingered
on — at least in the minds of trade union officials. One enterprise-level trade union
chairman in a large brewery made reference to these obligations to visiting American
students during a study trip organised by the author:
The system in our state-owned enterprise is different from your factories in
America. The machinery we have imported from Germany and Belgium has
boosted production and we are now the third largest brewery in China, but such
modernisation does not mean we will lay-off workers just to increase profits.
[Large-scale] nationalised industry has to make money for sure, but we also
have a responsibility to society and can’t just lay people off — though this is also
changing. (HRW [Pringle], 2002)
As we shall see, it was not the laws and administrative regulations that paved the way
for private enterprise that brought about the unmaking of the traditional working class
and the securities it enjoyed. It was private enterprise itself.
The Rise of Township and Village Enterprises
Powerful entrepreneurial forces were developing alongside institutional change as
private economic activity spread from the fields to rural factories in the form of
township and village enterprises (TVE). Evolving out of the pre-Cultural Revolution
commune brigade enterprises (shedui qiye) of the 1950s, TVEs expanded rapidly
during the eighties (Greenfield and Leung, 1997). Formal parameters for their

ownership and control were not in place until 1990 with the release of Regulations on
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Township and Village Collective Enterprises of the People’s Republic of China issued
by the Ministry of Agriculture (State Council, 1990).* These regulations placed the
assets of TVEs under the ownership of ‘all rural residents of the township or village’
(Article Eighteen). Enterprise management could be subcontracted out via a
‘managerial contract responsibility system, leasing or joint operations with enterprises
of other types of ownership’ (Article Eighteen). This facilitated an influx of private and
foreign capital into TVEs that has increased ever since (Che Jiahua and Qian Yingyi,
1998: 3). Essentially, the 1990 regulations on TVEs restricted ‘the use of revenue by
community residents and government to two purposes: reinvestment and local public
goods’ (Che Jiahua and Qian Yingyi, 1998: 5) an apparent constraint that appeared to
add gusto to the TVES’ capacity for exploitation as they quickly developed a reputation
for appalling working conditions (Greenfield and Leung, 1997).

Hussain and Stern argue that the explosive growth of China’s TVEs was due, at
least in part, to two ‘special features’ of the pre-reform era. First, a high degree of
decentralisation allowed local provinces considerable discretion in their economic
administration which resulted in a large volume of transactions ‘outside the aegis of the
state supply system” (Hussain and Stern, 1994: 10) and this tradition certainly seems to
be true for the early development of private markets operating on the edge of national
policy, as was the case of Zhejiang’s Yiwu county, the location for a pilot in trade
union innovation discussed in detail in Chapter Five. Second, the division of the
command economy into ‘semi-autarkic cells’ (Hussain and Stern, 1993: 10) facilitated
the Chinese practice of running pilot projects in economic reform that avoided

‘disruption to the rest of the economy’ (Hussain and Stern, 1993: 11). As Chapter

11 Zhonghua renmin gongheguo xiangcun jiti suoyouzhi giye tiaoli 1990
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Three on sector-level bargaining demonstrates, the same point can be applied to trade
union experiments in improved representation. Despite the absence of competition
from a ‘second trade union’ (di’erge gonghui) and continued commitment to
democratic centralism, labour unrest has created the space for innovation that has not
lead to wider disruption, or indeed, a second trade union. At least not so far!

In 1978, township enterprises accounted for 5.05 per cent of industrial output,
rising to 14.23 per cent by 1993. Industrial output for village enterprises — a smaller
version of the TVE — went from 4.04 per cent to 12.25 per cent in the same period
(China Statistical Yearbook, 1994: 393-394 cited in Che Jiahua and Qian Yingyi, 1998:
2) and by 1993 TVEs were employing over 123 million rural workers (China Statistical
Yearbook, 1995: 363-364). The TVEs sparked debate inside and outside China over
whether they constituted socialist enterprise or capitalist exploitation. On the one hand,
they were dynamic, flexible and, crucially, demonstrated a capacity to soak up the
large amounts of surplus rural labour that resulted from the dissolution of the
communes. Conversely, they were much quicker to dismiss employees in times of
austerity. As the government reined in access to credit in the late eighties TVE
employment fell from 47.2 million in 1988 to 45.9 million in 1990 (Che Jiahua and
Qian Yingyi, 1998: 18). Viewed in this light, TVEsS were presented by some as a
potential model that could be adapted to other developing countries (Field et al, 2006:
21) and even as ‘the first indigenous and competitive form of socialist enterprise’ that
could save socialism itself (Roemer, 1994: 127). On the other hand, labour activists in
Hong Kong regarded TVEs as the product of inappropriate alliances between local

officials and nascent capitalists formed in order to take advantage of an unmonitored
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and unregulated environment for capital accumulation, ostensibly in the name of
economic development. Far from being the saviours of socialism, TVEs were pushing
open the door to local and foreign capitalists whose capital was facilitating rapidly
expanding private control of public or community assets (Greenfield and Leung, 1997).
Indeed, SOE managers frequently cited them as a source of unfair competition,
complaining that TVEs

earned profits through unfair and underhanded business practices, such as

disorderly competition, shoddy goods and exploitative labor practices that were

often based on familial or clan relations. (Gallagher, 2005: 140)
The Southern Tour
Aside from generating employment and rural income, TVES were instrumental in
demonstrating that market forces were capable of producing economic growth and this
added weight to the reformers’ arguments. By 1992, Deng’s post-’89 patience with
attempts to slow the pace of reform had run out. In February, he set off on his now
famous tour of the southern boomtown of Shenzhen, taking in a number of other
Special Economic Zones (SEZs) and export promotion zones as his entourage swept
though South China. The paramount leader’s well-publicised enthusiasm for private
enterprise and its dramatic transformation of Shenzhen’s economic status put paid to
post-Tiananmen fiscal and political conservatism at the policy level. Later in the same
year, the Fourteenth Party Congress formally sanctioned the °‘socialist market
economy’, a formulation that was first publicly used by Deng — as far as | have been
able to ascertain — in an interview in the People’s Daily as early as November 1979. In

hindsight, this shift in the political landscape was of truly seismic proportions and its
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implications for the future direction of industrial relations should not be underestimated.
So much so that
[Bly the mid-to-late 1990s a clearer picture of the Chinese state’s conception of
labor relations began to emerge as key labor legislation was promulgated and
the Communist Party began to move on deep restructuring of the core public
sector with the measures implemented in the wake of the Fifteenth Party
Congress. (Gallagher, 2005: 76)
Ironically, the socialist market economy was sanctioned just as the market economy
was about to lose most of its ‘socialist’ characteristics!
Regulating Deregulation
The emerging picture was framed by two important laws pertaining to industrial
relations. A revised Trade Union Law (1992) replaced the original 1950 law and
China’s first national Labour Law (1995) combined various regulations pertaining to
different types of enterprise — based on ownership and size — and codified them into
one national law that applied to all industrial workers (Ng and Warner, 1998: 66).
Essentially, the Labour Law plastered legal form and authority on to the
institutional reforms that had signalled the state’s desire to dismantle the iron rice bowl
during the 1980s. It took ten years to write and involved over thirty drafts. Emulating
the ILO format,*? it created a tripartite structure of industrial governance composed of
the state (Ministry of Labour), employers, represented by the Chinese Enterprise

Director’s Association (CEDA), and the trade unions. The reformed Trade Union Law

12 China rejoined the ILO in 1971, replacing Taiwan, and set up a tripartite delegation in 1983 (Ng and
Warner, 1998: 74) in which CEDA was nominated as the employers’ representative.
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passed two years earlier in 1992 had already reconfirmed the ACFTU as the only legal
representative of the working class.

Perhaps the most striking feature of the new Labour Law was its emphasis on
individual labour rights as opposed to collective class interests. For example, only three
rather vague articles were devoted to collective contracts. Previously, labour relations
had been guided by the ‘Model Outline of Intra-Enterprise Discipline’ formulated soon
after Liberation. Although the document has been criticised as a ‘foreman’s charter’
(Harris, 1978: 91) and was distinguished by a marked lack of labour rights, it did not
prevent the Chinese urban working class from consolidating a collective form of job
security via the danwei exclusivity discussed above. During the drawn out formulation
of the Labour Law, the ACFTU lobbied to retain this collective identity. However, the
final version devoted just three articles to that most viable institution for the expression
of collective interests in the market economy — collective contracts. To be sure, the
standards and range of individual labour rights covered in the law were high in
comparison to other developing countries but actual existing conditions made their
implementation an unlikely prospect. In the final analysis the law was a balancing act
with policy aims on one side — the regulation of the private sector and downsizing of
the public sector in order to increase efficiency — balanced against the political risks of
social unrest that the new industrial relations framework undoubtedly carried. Minister
of Labour Li Boyong made this clear when he presented a draft of the law to the NPC
Standing Committee in March 1994. He argued that

The rights of enterprises to dismiss workers for reasons other than workers’

faults will guarantee the legal rights of employers to run business independently
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and will give enterprises a certain edge in market competition ... [with limits on

redundancies] ... necessary for China’s social stability. (Cited in Ng and

Warner, 1998: 62)

With the benefit of hindsight, and the minister’s reassurances notwithstanding, we can
perceive in these words a preparation for the restructuring of SOEs and the gradual
exchange of danwei exclusivity in favour of competition. As negotiations for WTO
membership bubbled away on the back burner of the Chinese polity, we can now see
that the ‘market competition’ Li Boyong referred to was indeed global in scope. To
achieve these bold goals — which, as we have seen, the US’s senior mainstream
economists regarded as decades away from fulfilment — the state needed an ideological
bulwark — or bulldozer — in order to ‘liberate the thinking’ of the urban working class.
For the latter the time to ‘step down’ was fast approaching.

Five years after the CPC’s Fourteenth Congress sanctioned the socialist market
economy, the Fifteenth Congress in 1997 shifted the pace of reform up a gear. During
the build up to the Congress Weil argued that China was at a crossroads in which the
fate of the country would be decided. One direction led to the rolling back of market
reforms and a ‘radical move forward — to a revolutionary socialist society’. In the other
direction lurked ‘full recapitalisation and privatisation of the economy’ (Weil, 1996:

(113

12). He dismissed the possibilities of a continuation of the ‘“third way” between
socialism and capitalism’ due to the irreconcilable class forces that were an already

existing consequence of the economic reforms. As China’s WTO membership began to

look increasingly probable, the likelihood of a rolling back of market reforms
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disappeared. Premier Zhu Rongji argued that ‘only with fewer workers can they [SOEs]
lower costs, increase efficiency and survive and develop’ (Zhu Rongji, 1997).

Xiagang

The laying off of tens of millions of workers from SOEs during the late 1990s was a
major political and economic event that represented perhaps the greatest challenge to
Party credibility since the start of the reform era. The formal renunciation of the
traditional social role of SOEs, consolidated over almost five decades of CPC rule,
intensified the strong feelings of abandonment and betrayal that had been growing
among middle-aged laid-off workers since the introduction of management autonomy
during the mid-eighties (Pringle and Leung, 2006). As a consequence, anxiety about
the potential for widespread urban social instability arising from the Party’s decision to
push ahead with SOE restructuring was very high. The CPC produced a state policy
that facilitated the unprecedented wave of mass redundancies at the same time as
attempting to ameliorate its effects. This policy was known as xiagang, literally ‘to step
down from one’s post’ in English. From a policy perspective, the process was quite
different from redundancy in advanced industrial economies. The crucial distinction
was that the SOE retained a concrete set of obligations to laid-off employees, including
a livelihood stipend that was between thirty and fifty per cent of their former wages
and the reimbursement of medical costs as well as a formal — albeit pared down —
labour relationship. Stood down workers remained — at least on paper — eligible for
various benefits such as partial medical expenses reimbursement and heating
allowances and retained their employment record. The xiagang policy first moved on

to the political and economic agenda in 1993 as the implications of Deng’s tour began
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to make themselves felt. The State Council released the Regulations on the Placement
of Surplus Staff and Workers of State-Owned Enterprises and the then Ministry of
Labour launched pilot re-employment projects in thirty cities in 1994, prior to rolling
out xiagang nationally. By the end of 1997, 11.5 million workers had been laid off.
According to statistics published by the Information Office of the State Council, 25.5
million more SOE workers were laid off between 1998 and 2001 (State Council, 2002).
The redundancies were not evenly spread. The hardest hit areas were the pre-reform
industrial powerhouse provinces of the North-East: Liaoning, Jilin and Heilongjiang —
which became centres of unrest. Further south, Hubei, Hunan and Jiangxi were also
badly affected, as was Sichuan in the west. By the turn of the century, the ratio of
unemployed and xiagang workers as a percentage of the urban workforce in these
provinces ranged between eight and twelve per cent (China Labour Market Yearbook
2002 cited in HKCTU, 2004: 12), although these percentages hid clusters of
joblessness. By 2001 the city of Fushun in north east Liaoning province recorded
396,596 people ‘at their post’, but 305,128 were ‘not at their post’, a forty-three per
cent lay-off rate, while the registered unemployment rate was only 2.7 per cent
(Liaoning Statistical Yearbook, 2001: 66-68 and 92). Definitions of xiagang varied
considerably over time and place producing what Solinger called a ‘layering of
statuses’ into seven categories of xiagang (Solinger, 2001: 684-688) rendering a
reliable count of unemployed and laid-off workers impossible due to ‘inconsistent state
statistics, flexible, disaggregating definitions, and multi-layering of the laid-off and

jobless’ (Solinger, 2001: 688).
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Acutely aware of the potential for the widespread but scattered resistance to
xiagang to congeal into a national labour movement — or at least a movement of the
unemployed — the state’s xiagang policy also promoted re-employment (zai jiuye) by
obliging restructuring SOEs to set up re-employment centres offering subsidised
retraining courses, sometimes managed by the trade union. The government
encouraged unemployed and laid-off workers to seek jobs for themselves, chiefly in the
service industries and private sector. According to the State Council’s ‘Notice on
Securing Basic Living Standards and Re-employment of Laid-off SOE Workers’ a
laid-off worker could not remain registered at a re-employment service centre for more
than three years and labour relations with the original enterprise were terminated after
this period. If he or she was still out of work, registration as formally unemployed was
the next step in order to qualify for welfare benefits. Research conducted in the late
1990s demonstrated that it was the final termination of any labour relationship with the
SOE - rather than unemployment itself — that laid-off employees feared most (Pringle
and Leung, 2006)."2 Profound pessimism with regard to job prospects within the three-
year time limit was part of an overall lack of confidence in the re-employment centres
and many of these places were described by interviewees as ‘empty camps’ (Pringle
and Leung, 2006) as workers shunned them and their goal of acting as a conduit for
severing the relationship with the danwei. In one survey carried out by the Beijing

Academy of Social Sciences Institute of Sociology, only 52.5 per cent of laid-off

13 The author co-wrote and presented a paper based on data from a joint research project on the effects
of xiagang on workers conducted by the Beijing Academy of Social Sciences Institute of Sociology and
the Asia Monitor Resource Centre. The research included interviews with forty-two male workers and
thirty-eight female workers in Beijing; and a further twenty workers in Wuhan and twenty in Mentougou.
The paper entitled ‘Causes, Implementation and Consequences of xiagang’® was presented at the
International Conference on Labour Relations and Labour Standards under Globalisation, 1-2 April 2006
held at Beijing University.
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workers had found new jobs within three years (Pringle and Leung, 2006). The
obligation for downsizing SOEs to establish re-employment centres formally ended in
2003, although far fewer were set up after 2001, and the lifespan of most centres was
from 1998 until 2001-2002.
Trade Unions, SOE Workers and Xiagang
At primary level, the ACFTU generally confined itself to managing re-employment
centres and explaining government policy to workers, generally by placing it in the
context of overall national development. The absence of active trade union support for
resistance to restructuring heightened the sense of abandonment felt by workers.
According to both the Trade Union Law and the ACFTU Constitution, Chinese trade
unions had — and have — a duty to educate workers to support the government’s reform
policy. Thus, trade union cadres, many of whom were also facing xiagang, often found
themselves insisting that union members ‘liberate’ their thinking and accept the
Thatcherite ‘there is no alternative’ argument (Pringle and Leung, 2006). This
institutional passivity spread into areas where trade unions could feasibly have played a
more active role, such as in challenging management abuse of authority and the illegal
asset-stripping of SOEs. The roots of union compliance lay in the union’s dual role as a
Party-led trade union. The trade union chairwoman of a large department store in
Guangzhou proudly told me that her day job as a deputy personnel manager had
allowed her to assist the company to meet its lay-off targets in the late nineties (Chen
Miaomei, interview, Guangzhou, 12 December 2005).

Despite the politically inspired attempts to soften the impact of redundancy, the

effects on working class neighbourhoods were real enough and were in fact little



81

different from the effects of widespread unemployment in full-blown capitalist
societies. Many enterprises were downsizing due to economic difficulties and this
obviously had a negative impact on their ability to pay xiagang wages and allowances.
Research in the city of Chengdu found that 17.9 per cent of the women workers
surveyed received no livelihood allowance from their employers after being laid off
and those that did survived on less than a third of the average monthly income for
Chengdu citizens. The average income in 2001 — when the survey was conducted — was
595 yuan per month while 11.6 per cent of the laid-off women received less than 100
yuan and 56.5 per cent between 100-200 yuan (Zou Zhongzheng and Qin Wei, 2001.:
55-60). A survey conducted by the Organisation Department of Liaoning Provincial
Party Committee in 2000 concluded that being selected for xiagang was often followed
by a rapid descent into a ‘hard and bitter life’ as divorce rates went up, crime rose and
suicide rates showed a marked increase (CPCCC Research Group, 2001: 200-201).
According to one ACFTU survey, workers aged between thirty-five and fifty-five were
the first to be stood down and women before men was the general rule. Women made
up between sixty and seventy per cent of all laid-off workers and their family
responsibilities made it even more difficult for them to find new jobs. In Chengdu, Zou
and Qin found that the introduction of contracts in the eighties had not prepared
women workers for the poverty of unemployment that invariably followed xiagang.
The social position of former SOE women workers was profoundly weakened
by xiagang. This group differs from other vulnerable social groups, such as
migrant workers from the farms, or those urban dwellers who have never been

attached to any work unit or enterprise. Far from being on the margins of urban
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society, these women were, prior to xiagang, at the core of the old production

system — the masters of the country’s [enterprises]’. (Zou Zhongzheng and Qin

Wei, 2001: 55-60)
Not everyone understood the details of xiagang and the inevitable regional variations
in policy that came with it. A series of interviews | conducted with laid-off workers in
2001-2002 in the mining towns around Datong in Shaanxi province and Shulan in Jilin
province demonstrated the challenges and, at times, confusion that xiagang visited on
the working class. Most new jobs found via the re-employment centres offered inferior
pay and conditions and taking one meant severing ties with the danwei and losing the
social benefits that these had traditionally provided. In 2001, the manager of a re-
employment centre in Shulan assured me there was ‘no longer any such thing as an
eight-hour day in China’ (Zhang, interview, Shulan, 16 November 2001). In the coal
capital of Datong | interviewed Mr. Zheng, a miner. He explained that he had been laid
off and was now doing casual work — hauling goods on a tricycle. His rationale for not
trying to get a job through his SOE’s re-employment centre was that this would mean
losing his xiagang status, which would not be in his interests. Firstly, it ruled out being
prioritised for re-employment at the coal mine, a possibility that he had not yet
excluded; secondly, he could supplement his xiagang wages with casual work; and
thirdly, his current situation offered him more options than would a poorly paid,
informal and likely part-time job ‘washing dishes’ in the restaurants frequented by
Datong’s emerging parvenu class of village-level cadres and farmers turned mine

bosses.* For Mr. Zheng, the combination of the two irregular incomes exceeded the

Y There are many fancy restaurants in Datong. Occasionally | was invited to eat in some of them, which
were often full of newly enriched mine bosses controlling newly sub-contracted or privatised mine shafts
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wages on offer from the jobs at the re-employment centre. And, as he explained, his
main goal at the time was to maintain a relationship with the mine.
He (points to another tricycle driver) took a job [from the re-employment centre]
and then he got sacked after complaining about the hours (laughter among the
group in general). Serves him right, he is a mouthy bastard at the best of times
(more light-hearted laughter). I want to work in the mine again. I’ve registered
at the re-employment centre but | will stick to this [tricycle work] to
supplement what they give me. If there is work in the mine again, | will take
that. (Zheng, interview, Datong, 10 April 2001)
The man pointed out by Mr. Zheng later told me that aside from delivering goods with
his tricycle, he also bred dogs to further supplement a means-tested state welfare
payment [zui di shenghuo fei].® He said that registering as formally unemployed would
exclude him from this payment.'® After being laid off from the mine and then sacked
from the job he got through the re-employment centre, his main concern was looking
after his sick wife, a task rendered very difficult as he and his family no longer had
access to medical services that the mine had previously provided. The black economy

was his only option.

who spent tens of thousands of yuan on exotic dishes and alcohol. To be fair, there is not much else to do
in Datong.

5| met a number of laid-off workers who had taken up dog breeding. The breeds were invariable large
and fierce. During a visit to the dog market one breeder explained to me that some of the buyers were
mine bosses who bought them to use as guards dogs. Or restaurant owners who kept them at the back
ready to release into the dining room ‘if there was a fight’. While he was probably exaggerating out of
bravado and humour, Datong is nevertheless a tough mining city in which such a scenario was not
altogether unlikely. | was also told that illegal dog fights were organised and well-attended by laid-off
workers who enjoyed a flutter.

1° The interviewee said that being sacked from his job would have excluded him from unemployment
benefit anyway. Moreover, as demonstrated by the next quotation, there was a reticence and confusion
over what one was entitled to.
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Is breeding dogs a job? If I say it is, then maybe | will lose the welfare payment.
My wife is sick and can’t work and needs me at home to look after her. How
can | do a normal job? (Chen, personal communication, Datong, 10 April 2001)
Confusion was rife over what one was entitled to, as another tricycle delivery driver
and laid-off miner explained:
I haven’t registered with anyone. I wouldn’t know much about that. Sure I’ve
read about it but if you actually try to register, it’s a different story. I spent one
morning in an office waiting to register but then they told me | was in the
wrong office. That meant I earned no money that day. The mine doesn’t do
anything. They said we were being laid off (xiagang) but | am not sure what
this means for us in practice. Nobody knows. (Interview, Datong, 11 April 2001)
Resistance to restructuring is discussed in the next chapter. For now it is
sufficient to state that by the summer of 2002, China’s combined unemployment and
redundancy figures were reaching the ‘critical point’ (Deng, 2002) that the government
feared. The authorities had been seriously alarmed by events of the spring of that year,
notably the protests of laid-off oil workers in Daging that even showed signs of
spreading elsewhere in China (CLB, 2002) and delayed a major conference on
employment in Beijing during the summer for fear of exacerbating negative public
sentiment (Qiao, personal communication, Hong Kong, June 2002). Yet by the end of
2002 it was becoming clear that in policy terms, xiagang had achieved its goals and
allowed the Party and government to ride out the resistance to restructuring. In 2003, as
a new pay-as-you-go social security system began to take shape, the Ministry of

Labour and Social Security (MOLSS) released guidelines stipulating that workers laid
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off from their SOEs were to register directly as unemployed, a move that facilitated the
growing practice of one-off redundancy payments known as (mai duan gongling).'” In
early 2005, the MOLSS reported that twelve provinces and municipalities had closed
all re-employment service centres managed by SOEs and former SOEs (MOLSS,
2003).

The New Deal: Employment, Global Integration and Capitalist Labour Relations

Up until China’s entry into the WTO, Party history, memories of the Cultural
Revolution and the violent end to the 1989 Democracy Movement had combined to
give the reform process a somewhat temporary air. Indeed, many felt that ‘crossing the
river by feeling for the stones’ didn’t necessarily rule out stepping backwards to the
safety of the original bank. However, by formally locking China into trading rules and
facilitating further integration with the global economy, WTO membership
considerably reduced the prospects of a policy volte-face. Further reassurance came
early in the new century with two landmark speeches from President Jiang Zemin. In
essence, the speeches recognised that membership of the country’s ruling class and
control of the nation’s resources and wealth was no longer restricted to the upper
echelons of the CPC and the army. Jiang’s ideological staff developed the Theory of
the Three Represents through which the CPC was deemed to represent all three
advanced elements of production, including capital. The Party constitution was
amended accordingly and capitalists were permitted to join the organisation despite

opposition from the Maoist old guard.

7 As we will see in the next chapter, the dramatic protests in Daging were in fact induced not by
xiagang but by one-off redundancy deals that the workers rejected when they realised the full
consequences of their decision to sign redundancy deals.
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WTO membership came during the aftermath of the Asian financial crisis as
restructuring again picked up momentum and foreign investment increased
significantly. In 2002 China knocked the US from its pole position as the favoured
destination for FDI (OECD 2003). The last years of the twentieth century saw an
expansion of labour markets, the completion of the dismantling of the iron rice bowl,
and the consolidation of the role of private and foreign ownership in the economy.

As | have already pointed out, these socio-economic developments were far
from unregulated. If the chaos of the former USSR’s transition was to be avoided, the
state’s withdrawal from direct management of industrial relations required the
development of labour laws and regulations. Unlike the Russian ruling class, the
Chinese Party leadership was not subject to the intense pressure of ‘Chicago School’
economics and was aware that constraints on the behaviour of profit-seeking employers
and local governments eager to generate income from investment were required, even
if they were sporadically and unevenly applied. Indeed, although capitalist
globalisation has a justified reputation for removing legal limitations on the behaviour
of capitalists, the Chinese experience is somewhat more nuanced. Since the mid-
eighties Chinese labour legislation has flourished and between 1979 and 1994 alone
over 160 labour regulations and rules were passed (Yuan Shouqi, 1994: 338 cited in
Ngok King-lun, 2008: 49). Before we look in detail at the legal framework for
industrial relations that was being — and continues to be — developed, 1 will briefly
summarise the considerable changes that reform had brought to China’s employment

structure and this will give us an idea of what the state needed to regulate.
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The bar chart below illustrates how these figures translated into equally
significant changes in China’s industrial demography as the tertiary sector grew in
proportion to the decline in numbers employed in the primary sector.

Graph 1

Comparison of Employment Structure 1978 and 2006 in percentages
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If we look at the entire reform period we can see the full extent of the changes. In
1978, 70.5 per cent of Chinese were employed in the primary sector, 17.3 per cent in
the secondary and just 12.2 in the tertiary. By 2006, these statistics were 42.6 per cent,
25.2 per cent and 32.2 per cent respectively (CLSY, 2007) In terms of urban
employment structure by sector over the period 1990 to 2003, the number of state
sector employees dropped by 34.7 million to 68.8 million whereas those employed in
the private sector rose from 6.7 million to 42.7 million representing 46.5 per cent of the
newly employed urbanites (State Council Information Office, 2004: 5). These figures
do not include rural workers coming into the urban areas to work. As most of these
people end up working in the private sector, the numbers actually working in private or

foreign-invested industry is much larger.
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Underpinning these transformations has been the reserve army of unemployed
so familiar to capitalist economies. From both a political and economic perspective,
management of the numbers was of crucial importance to the Party. On the one hand,
capital required a pool of unemployed workers to maintain a downward pressure on
wages. On the other hand, the state could not allow the reserve army numbers to climb
too high and risk nationwide social unrest. We can see clearly here the importance of
phased redundancy or xiagang policy and the hukou regulations in terms of managing
the political perils that came with economic reform. Political considerations apart, the
burdens of compiling reliable empirical data on the number of unemployed were not
inconsiderable. Firstly, there was the inevitable confusion between formal
unemployment, an entirely new concept to urban workers more familiar with the
securities of the danwei, and those who were still in the process of phased redundancy
— itself divided into up to eight different categories (Solinger, 2001: 671-688).
Moreover, the informal sector was expanding rapidly, with all the usual grey areas. An
ACFTU survey of re-employed former SOE workers found that

18.6 per cent were odd-job manual workers, 10 per cent did various sorts of

hourly work (which usually refers to activities such as picking up others’

children from school); 5.2 per cent had seasonal jobs; 60 per cent were retailers
operating stalls; and a mere 6.8 per cent had obtained formal, contracted
employment. A worrying 45 per cent among the stall keepers were discovered

to be highly vulnerable, mobile peddlers selling in shifting sites without a

licence. (Labour Insurance Bulletin, 2000: 35 cited in Solinger, 2001: 682)
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In 2003 when registration as a xiagang worker was being phased out in favour of
formal unemployment in urban areas, the official rate of unemployment was 4.3 per
cent. In 2006 this had dropped to 4.1 per cent (CLSY, 2007: 172). In December 2008
the rate increased for the first time in five years to 4.2 per cent with a government
projection of 4.6 per cent for 2009 (Tan Yingzi, 2009). However, the true figure for
unemployment is likely to be considerably higher as the fan xiang or return to the
countryside movement has illustrated. As a result of the global financial crisis, twenty
million migrants have temporarily returned to their farms (Branigan, 2009). These
people are not included in the official statistics for unemployment.

Managing Capitalist Conflict: The Legal Development of an Industrial Relations
System

The State Council has described the regulation of China’s emerging labour relations
system as being based on ‘autonomous consultation by both parties and regulated by
the government according to the law’ (State Council Information Office, 2004: 16).
The words are carefully chosen and the preference for ‘autonomous’ over
‘independence’ is not simply a matter of semantics. Nevertheless, the implicit
subjectivity is a far cry from the command economy in which, according to Xu, the
capitalist class was eliminated and the ‘independent, free labourer was purged in favour
of socialism’ (Xu Xiaohong, 2003: 15). Indeed, the need to regulate ‘both parties’
acknowledges the existence of separate interests. With the potential for conflict
considerably expanded, the Party turned to ‘governing the country by relying on laws’
(yifa zhiguo) to ‘complement the government’s efforts at both political stability and

economic reform’ (Ying Zhu, 2002: 161). Thus, law moved centre stage, a result of
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the paradigmatic shifts of China’s labor policy in the reform era. Under the new

labor policy paradigm, the role of law has been strengthened in governing labor

relations and other labor-related affairs. (Ngok King-lun 2008, p.45)
Summarizing the situation in the early nineties Ngok identifies the return of capitalist
labour relations and attendant worker unrest as the significant, if not overriding, factor
in the formulation of a national labour law.

Both Chinese and overseas observers contended that the totally unregulated

laissez-faire capitalist conditions of the early stages of capitalism were

prevalent and that ‘sweatshops’ were revived in China. The plight of laborers
was drummed into the national consciousness by media stories. Labor abuses,
especially in the non-state sector, caused increasing militant actions of the
workers and invited wide criticism from international human rights groups and
labor groups. There was a widespread sense that the country had some serious
labor problems that would endanger social stability. Facing these pressures, the
state was forced to take some active measures to pacify disgruntled workers,
and the Labor Law was seen as an important and urgent issue on the legislative

agenda. (Ngok King-lun, 2008: 51)

The 1995 Labour Law was China’s first national labour law. Although the law
devotes considerable space to the individual labour rights of employees, its principle
aim was to give legal sanction to ‘two issues related to the role of the legal framework
during this transition period’: redefining the ‘relationship between the government and
enterprises’ and to ‘develop rules for enterprises with diversity of ownership to

compete in the market’ (Ying Zhu, 2002: 163). Contracts were the key weapon.
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Contracts
The individual labour contract became the starting point for the new employment
relationship. Ngok argues that

[T]he most significant break with the old employment system was, undoubtedly,

the introduction of labor contracts, and this fundamentally changed the

relationship between workers and the state. (Ngok King-lun, 2008: 46)
Nichols et al.’s research on the role of contracts in (Nichols et al., 2004) concurs with
Ngok’s view. One of their case studies involved a former mainland SOE that
eventually reinvented itself as a fully foreign-owned enterprise following a brief spell
as a joint venture. According to Wong, such transformations — and there were many —
have been facilitated by WTO membership, the consequent ‘SOE privatisation project’
and the ‘disintegration of China’s protectionist policy’ (Wong, M. 2006: 80). While
Nichols’ draws a direct link between China’s legal enshrinement of contracted
employment via the Labour Law (1995) and the unmaking (‘dismantling’) of China’s
traditional (‘established”) urban working class. Not that this process is unique to China.
An international context is provided via Standing’s identification of a global ‘trend
toward more insecure irregular forms of employment’ (Standing 1997 cited by Nichols
et al.,, 2004: 667) ‘accentuated by pressures of globalization, privatization, of
production and social policy, new technologies and the competitive pressures on
managers’ (Nichols et al., 2004: 667).

If contracts in the era of globalisation and Chinese economic reform were part
of the process of dismantling the power and influence of China’s established labour in

the state sector, they were also the basis for the new relationship between employers
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and employed in the private sector. Of course, millions of migrant workers were not
given the opportunity to sign contracts with their employers. And many of those that
did had little choice but to sign ones that did not meet legal standards. However, the
point remains valid: contracts and the concomitant commoditisation of labour are now
the legal basis of the relationship between labour and capital in China. The Labour Law
(1995) devotes a whole chapter to employment contracts and of the nineteen articles
therein, all but three are related to individual contracts. Article Twenty allows for three
types of contract: fixed-term, permanent, and flexible all of which must contain clauses
on terms, job description and duties, rights and protection, wages and salary,
disciplinary procedures, termination and responsibility for violation. Since the law was
passed, the overwhelming majority of contracts have been fixed-term and this fact has
been crucial to China’s emergence as a platform for exports via TNCs and global
integration. Wong’s research at the Tianjin branch of the Korean TNC Samsung found
that China’s emerging model dovetailed neatly with the
‘Samsungisation’ of labour relations [which] is taking place along typical
Samsung HRM lines such as merit-based bonus [and] one year contracts based
on three month appraisal tied to a yearly five to seven per cent dismissal rate.
[This] serves to replace socialist-styled worker collectivism with individual and
irregular labour relations. (Wong, M. 2006: 87)
It certainly did in the white goods factory — euphemistically referred to as ChinaCo —
Nichols and his team researched. In 1994, the year the NPC passed the Labour Law,
100 per cent of the company’s workers were permanent workers. In 2002, this figure

had dropped to under thirty-five per cent. About sixty per cent of the workforce was
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employed on fixed two-year contracts and the remaining five per cent on three-month
contracts employed to cover seasonal fluctuations. Echoing Wong and many others,
Nichols et al. remind us of both the extent of the transformation and the role of
contracts in bringing it about.
During the planned economy period, the managers of SOEs had little right to
select workers and workers were allocated jobs from which they could not be
fired. At ChinaCo, the new labour contract system made it possible for the
number of workers to be cut by half during the joint venture period. But the
proportionate change in the types of contract is no less striking and has
generally drawn less attention from outside China. (Nichols et al., 2004: 673)
The promulgation of the Labour Law was followed by an extensive campaign to
‘implement the provisions relating to labour contracts’ (Ying Zhu, 2002: 172). This did
very little to persuade employers to move beyond superficially replicating minimum
standards. The next thirteen years saw large numbers of press articles, activist reports
and labour protests that symbolised the failure of contracts to hold employers to
account in the absence of a strong integrated national labour movement capable of
operating in the new environment. As the horror stories piled up and unrest reached a
new level, the state, under the new and more socially concerned leadership of Hu
Jintao and Wen Jiabao, moved to strengthen the hand of unions and workers by
introducing a Labour Contract Law (Ngok King-lun, 2008: 57). As with the original
Labour Law, worker militancy was a major factor behind its formulation. Following
2004, the capacity of workers to make their point was given an added weight by the

advent of labour shortages in the Pearl River Delta and elsewhere as migrants
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organised strikes, occasionally blocked roads and, most frequently, voted with their
feet. Labour unrest again pushed its way up the national agenda. Not that it had ever
really gone away. A survey of 9,500 urbanites’ attitudes to labour conflict (lao-zi
chongtu) in 2002 found that sixty-two per cent of those asked agreed that ‘labour
conflict was increasingly serious’. The various grades of answers are given in the table
two below.

Table 2:

Urban citizens’ response to the statement ‘the problem of labour-capital conflicts is

increasingly serious’

Response | Individual | Percentage Response Individual | Percentage
category responses | of total Category responses | of total
Completely | 1074 114 Partially 1474 155

agree disagree

Partially 4811 50.6 Completely | 285 3.0

agree disagree

No opinion | 1856 195 N 9500 100.0

(Source: Li Peilin et al., 2005: 182)

Prior to its final draft, the 2008 Labour Contract Law (LCL) was subject to an
extensive process of public consultation that facilitated employers, workers, TNCs,
agents of foreign capital such as AmCham, as well as literally tens of thousands of
NGOs and individuals to send in their views. The process sparked a national debate
over the role of labour standards and their impact on employment and development.

The so-called ‘Beijing Faction’ argued for a new law containing standards that fell into
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line with those set by the ILO and was led by the well-known labour scholar Professor
Chang Kai. On the other hand, the ‘Shanghai Faction’, led by Professor Dong Baohua,
put the case for lower standards that were more applicable to China’s developing
country status and therefore rendering the law more relevant to workers and employers.
The new law was always going to be a compromise, yet the final version did give more
workers more leeway to address some of the contract-related issues that the vaguer
language of the original Labour Law had produced. For example, Li argues that
contracts in China are based on the pro-employer model of ‘stability on the basis of
labour market mobility’ i.e. fixed-term contracts rather than the pro-employee model of
‘labour market mobility on the basis of stability’ that would — in theory — have left
more room for permanent employment (Li Kungang, 2000: 6 cited in Chang Kai, 2005:
266). Under the previous legal regime, the high degree of labour market mobility that
time-restricted contracts generally produce had made it very convenient for employers
to resort to questionable and often illegal methods in order to retain workers in
appalling conditions, delay wage payments or refuse work injury compensation. These
included ‘job deposits’, deductions for a ‘contract violation fund’ (weiyue jin) and the
substituting of labour supply contracts with labour dispatch companies for genuine
employment contracts (Chang Kai, 2005: 266-267).

It remains to be seen if the LCL can improve the situation for workers. While
falling well short of levelling the playing field, the LCL does go some way towards
reining in employer hegemony over contracts and as such drew fierce opposition from
US investors (Brown, 2006). Written contracts are now mandatory (Article Ten) and

labour stability is encouraged by the law’s stipulation that employers are obliged to
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offer permanent employment to employees who have served two fixed-term contracts
(Article Fourteen). Severance pay for those workers whose contracts are not renewed is
now a legal right of employees (Article Forty-six), although this is subject to other
conditions in the law being met. Equally important is that the Labour Contract Law
stipulates penalties for employer violation of these new rights and there are fifteen
articles in the law that stipulate the conditions for employers’ legal liabilities (Articles
Eighty-Ninety-five). For their part, some employers resorted to mass sackings in the
run up to the promulgation of the law, weeding out those workers who were coming up
for a third-term contract renewal and forcing those left over to sign new contracts that
effectively cancelled out their employment history. This behaviour became so
widespread that the ACFTU issued a nationwide notice instructing its branches to go
after ‘employing units’ who were ‘not only directly infringing the rights of workers and
influencing harmonious labour relations but also producing a negative impact on
socialist harmony’ (ACFTU, 2007b).

Collective Contracts

The ACFTU began to push seriously for collective contracts in SOEs during the mid-
nineties but these efforts were undermined by command economy traditions and
inexperience in bargaining (Clarke et al., 2004: 251). First, the economy still bore
many of the hallmarks of a command structure and the notion of opposing interests that
required bargaining to reconcile was still unacceptable to most ACFTU cadres who had
not yet grasped the nature of the changes that lay ahead. Second, employer
organisations were weak and largely established by the Party itself. Third, up until

1997, the restructuring of SOEs had proceeded with relative caution, especially after
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the trauma of 1989. Fourth, while three clauses on collective contracts were
successfully inserted into the final draft of the 1995 labour law as result of ACFTU
lobbying, these hardly provided a sufficiently weighty counterbalance to an
overwhelming individualistic law.

There is still no distinct law on collective contracts in China. Following an
updating of the ‘Regulations on Collective Contracts’ undertaken jointly by the
MOLSS, the ACFTU and the two national employers’ organisations in January 2004,
(MOLSS, 2004), the ACFTU convened a national conference in September of the same
year aimed at adding impetus to its work of increasing the number of workers covered
by collective contracts signed via a process of collective consultation rather than
bargaining. By the end of the year the union was claiming that 628,819 enterprises and
institutions had established a ‘collective contract system’ based on ‘equal negotiation’
(Chinese Trade Unions Statistics Yearbook 2005, 2006: 107). In its statistical yearbook
for the following year, 2006, the ACFTU claimed that 529,749 enterprises were
covered by regional (quyu xing) collective contracts and a further 111,736 enterprises
covered by industrial (hangye xing) collective contracts (Chinese Trade Unions
Statistics Yearbook 2006, 2007: 112). By the end of 2005, 413,706 enterprises had
signed annual wage-only collective contracts for over 35.3 million workers (Chinese
Trade Unions Statistics Yearbook 2006, 2007: 113). The relationship between these
figures is not made clear. For example, it is not possible to ascertain from the statistics
presented how many of the enterprises with wage-only collective contracts also had
collective contracts covering non-wage related issues that are usually on a three-year

basis. Previous research emphasises that these figures should be treated with caution
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(Taylor et al. 2003: 191). In Chapter Four, | explain that the vast majority of these
contracts were a result of top-down quota-driven targets resulting in agreements that at
best met legal minimum standards and at worst undercut them! | believe these
weaknesses give the case study in Chapter Four that examines a pioneering bottom-up
collective wage-bargaining process covering seasonal migrant workers added
significance.

Labour Dispute Resolution

Throughout the latter half of the fifties and for the following two decades China did not
have a formal labour dispute resolution system. Its absence was based on the
ideological assumption that workers’ ownership of enterprises excluded the possibility
of antagonistic labour disputes that were inevitable in capitalist property relations. A
labour arbitration system had been established in 1950 when the Party signalled that it
would initially prioritise national reconstruction over the wider political project of
establishing socialism, but it was abolished in 1957 following the near complete
nationalisation of industry. According to the CPC, the new property relations dictated
that enterprise-level labour disputes ‘ought to be resolved through various
administrative and political means for settling internal differences’ (Mo, 2000: 21 cited
in Shen Jie, 2007: 108).

The return of labour-capital disputes in the reform era dictated that a formal
dispute resolution system was again required. In 1993, the Regulations Governing
Resolutions of Enterprise Labour Disputes were released. This legally-binding
document outlined a three-tier method of dispute resolution based on enterprise-level

mediation, arbitration and finally the courts. Less than two years later, the system was
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given full legal status by the Labour Law (1995). It remains a hierarchical single-track
system, referred to in China as the ‘one mediation, one arbitration and two court cases’
(yi tiao, yi cali, liang sheng). In practice the system works as follows: subsequent to the
outbreak of a dispute at an enterprise, the parties involved can apply for enterprise-
level mediation. In large enterprises this is delivered by a committee but in smaller
enterprises the job is generally the responsibility of the personnel manager who may
well be union chair as well. If no agreement is reached either party can apply for
arbitration but this must be within sixty days of the date of the original dispute, a time
limit that has been an important constraint on workers making use of the system. Once
a case has been accepted, the appropriate level of the labour dispute arbitration
committee (LDAC) organises an arbitration tribunal to deal with specific disputes. The
tribunal has up to three members depending on the complexity of the case. Finally, if
either party is not satisfied with the LDAC tribunal decision, they have fifteen days to
apply for a court hearing and the opportunity for one appeal following the decision of
the first instance.

Chinese workers have made use of this system despite its flaws. Past evidence
suggests that they are likely to continue to do so in even greater numbers now that a
specific Labour Mediation and Arbitration Law (LMAL) has come into force as of 1
May 2008. Incomplete statistics for 2008 demonstrate this is the case. The Ministry of
Human Resources and Social Security — formerly the MOLSS — announced on 8 May
2009 that cases accepted by the LADCs increased by ninety-eight per cent on 2007.
Out of a total of 693,000 cases involving 1.2 million workers, 22,000 were collective

disputes (Guangdong Labour Arbitration Network, 2009).
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Arbitration is at the heart of China’s labour dispute resolution process for two
reasons. Firstly, enterprise-level unions are too weak to defend workers at the initial
mediation stage, and secondly, courts are not allowed to accept cases that have not
previously been through mediation, although there are local exceptions to this rule (Jie
Shen, 2007: 111-112) usually on the basis that the relevant LDAC is overwhelmed
with work. The rather vague language and categorisation of disputes has been slightly
improved upon in the LMAL. Article Two stipulates that LDACs may accept disputes
arising from the confirmation of labour relations; contractual issues related to
conclusion, performance, alteration or termination; dismissal or resignation; working
hours and insurance; remuneration and injury compensation; and other labour disputes
prescribed by laws and regulations (MOLSS, 2008). Other problems that have been
partially addressed by the new LMAL include the stipulation that arbitration decisions
are legally binding, abolishing fees for arbitration, and extending the time limit from
sixty days from the date of the original dispute to one year. The new law has also
extended the scope of arbitrable matters to cover nearly all labour-related disputes,
including disputes arising from determining whether an employee-employer
relationship exists. This has been a major source of frustration to workers, despite a
pro-worker Supreme Court ruling on the matter in 2001 that allowed LDAC’s to accept
a case when there was no labour contract but sufficient evidence to prove a labour
relationship existed (Huang Kun, 2004: 279).

Nevertheless, more deep-rooted institutional obstacles remain, not least in the
fact that although nominally tripartite and made up of representatives from the labour

bureau, trade union and enterprise (Article Nineteen), the state still wields largely
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unfettered influence over all these institutions. Despite this, LDACs and similar
institutions of redress remain overburdened and under-resourced. The legal scholar He
Weifang has been quoted as arguing that this has helped to render such institutions
inefficient and unjust:
originally meant to seek justice [but] have become institutions that dispense
injustice. Institutions that were meant to resolve disputes have become
institutions that create them and institutions that were meant to allay popular
resentment have become institutions that stir it up. (He Weifang, 2004 cited in
Liu Shang, 2004: 2-4)
In January 2007, ten months before the LMAL was passed by the NPC in December,
Renmin University’s Institute of Labour Relations organised an ‘International
Conference on Labour Dispute Resolution’ at which the keynote Chinese speaker
outlined the problems of labour dispute resolution in China. In his speech Professor
Chang Kai argued that at the mediation level ‘the systemic conflicts and shortcomings
of the enterprise level mediation committees has led to a decline in their effectiveness’
and that the central position of arbitration in the resolution process was inappropriate in
the current situation due to its ‘structural vacuity (jigou xuhua), lack of authority and
the unsuitable quality of arbitrators’. Moreover, the procedural rules governing the
final court stage either failed to ‘dovetail with, or were contradictory to, the rules of
arbitration and lacked independence’ (Chang Kai, 2007: 32). The LMAL is a sign of
progress but there is still work to be done in the area of facilitating workers’ use of the

law to uphold their legal rights and interests.
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Health and Safety
The early years of this century also saw the introduction of important laws pertaining
to industrial health and safety. China’s Law on Safety in Production was introduced in
2001 and stipulated fourteen basic systems and/or measures which, on paper, are
relatively strict, but implementation is constrained by a weak labour inspectorate and
poor trade union participation (Pringle and Frost, 2003: 315). Article Sixteen stipulates
that production units must abide by all the relevant laws, regulations, and industry-
specific laws prior to commencing production, construction, excavation etc. The law
also provides for individual responsibility covering all aspects of safety (Articles
Seventeen, Seventy-Four and Seventy-Seven) and that health and safety concerns must
be systematically integrated into all aspects of production: planning, the construction of
production units and spaces as well as the production process itself (Article Twenty-
Four). Article Forty-Six stipulates the rights and responsibilities of employees
pertaining to occupational safety. They are built around six core rights (Pringle and
Frost, 2003: 311): to safety information and training on prevention; to safety equipment
that conforms to national standards; to criticize and make suggestions; to refuse to
carry out instructions from management that violate laws or regulations; to stop work
in life-threatening situations; and to receive compensation following an accident at
work.

The Law on the Prevention and Cure of Occupational Diseases (LPCOD) came
into force on 1 May 2002 and stated the responsibilities of enterprises with regard to

safe working conditions, industrial accident insurance, measures to prevent
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occupational disease, and the provision of information to workers. Article Four

stipulates that
The workers enjoy the right to occupational health protection.
The employer shall create the working environment and conditions that
conform to the national norms for occupational health and requirements for
public health and take measures to ensure that the workers receive occupational
health protection. (LPCOD, ALII)

Article Thirty further demonstrates the central role of contracts and the rights and

responsibilities of both parties:
When signing with the workers labor contracts (including contracts of
employment), the employer shall truthfully inform the workers of potential
occupational disease hazards, the consequences in the course of work, the
measures for prevention of such diseases and the material benefits, and it shall
have the same clearly put down in the contracts; it may not conceal the facts or
deceive the workers.
If, during the contracted period of time, a worker, because of change in work
post or assignment, begins to engage in an operation with occupational disease
hazards, which is not mentioned in the contact, the employer shall, in
accordance with the provisions in the preceding paragraph, perform its
obligation by informing the worker of the true situation and, through
consultation with the worker, alter the related provisions in the original
contract.

If the employer violates the provisions in the preceding two paragraphs, the
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worker shall have the right to reject the assignment where occupational disease

hazards exist, and the employer may not thus cancel or terminate labor contract

with the worker. (LPCOD, ALII)
Writing in 2003, Pringle and Frost find in these laws potential opportunities to improve
China’s record on occupational safety and health, but pinpointed the absence of
adequate representation as a key constraint to improved implementation of labour
legislation in general and occupational health and safety law in particular.

The new laws and standards provide a legal framework that could, if utilized,

force enterprises to comply with adequate standards. There is more than

adequate information available ... The problems lie in the lack of confidence
and experience among younger workers and managers. Workers are in general
ignorant of the laws and the vast body of expertise on OHS, while younger
managers often feel compelled to manage facilities more in line with profit than

fairness. (Pringle and Frost, 2003: 315)

To date, workplace inspections have not matched the levels of industrial
development that economic reform has induced. There are more than 3,000 labour
inspection agencies in China and around 40,000 inspectors (Cooney, 2007: 607), but
the inspectorates are dependent on local government for their financing and managed
by the local labour bureaux. As such, they are not inclined to offend powerful local
interests, and they have very limited powers of enforcement. Article Seven of the
Regulations on the Inspection of Labour Guarantees (laodong baozhang jiancha tiaoli)
obliges these agencies to solicit the views of trade unions (State Council, 2004). The

ACFTU has its own network of labour supervision and inspection committees at
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various levels. It claims that almost a quarter of all enterprises and organisations had
‘labour protection supervision and examination committees’, with 1.621 million labour
protection inspectors in 2006, covering over forty per cent of the workforce, while a
third of higher level trade union organisations also had ‘labour protection supervision
and examination organisations’. Overall, the trade unions at all levels participated in
2.301 million safety production inspections in 2006 (ACFTU, 2007c). In practice these
committees have no power over working conditions unless they have the backing of
government departments.

Thus we can see the steady development of labour legislation since the
introduction of a first national labour law in 1995. While the recent LCL and LMAL
are clearly important additions to the legislative framework, they do not address the
structural concerns that simultaneously undermine and underpin China’s current labour
relations system: weak and employer-dependent primary trade unions and powerful
and Party-dependent higher trade unions. Indeed, the history of labour relations in
general suggests that individual and essentially individualist labour legislation is
intrinsically incapable of solving the collective antagonisms that come with capitalist
labour relations and the evidence to date demonstrates that the socialist market
paradigm is no different. How then do China’s trade unions and the Trade Union Law
fit into the post-WTO membership picture in what remains, according to the
Constitution, a workers’ republic?

Trade Union Law and Practice in the New Era
It is appropriate to recognise the direct link between law and trade union activity in the

current era. The ACFTU’s attachment to traditional custom and practice from the
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command economy have proved a powerful constraint on trade union activity in the
transitional economy. The union has tied itself to a conservative interpretation of
labour and trade union law and regulations that has hardly induced initiative and
innovation in the new environment. One of the aims of this thesis is to demonstrate that,
despite this background, there are examples of the union reacting to the changes in the
industrial relations map, and in particular to the labour unrest that these changes have
brought. However, in all of these examples the ACFTU always subordinated its
protection of workers’ rights and interests to its role as upholder of Party-state policies.
These contradictory tasks are set out clearly in the latest version of the Trade Union
Law. Article Four stipulates that unions must ‘take economic development as the
central task’ and ‘observe and safeguard ... the leadership by the Communist Party of
China’ and its political canon, chiefly Marxist-Leninism, Mao Zedong Thought and
Deng Xiaoping Theory (Trade Union Law 2001, Article Four). The first paragraph of
the ACFTU Constitution reinforces Party leadership stating that Chinese trade unions
are ‘mass organisations of the Chinese working class under the leadership of the
Communist Party of China and formed by the workers of their own free will’ (ACFTU,
2008b).

The constraints are not new. What is new is the economic environment and
industrial relations system in which the union must operate. Not surprisingly it has
devoted considerable effort to influencing the laws that are shaping these developments
and indeed, this has been one of its chief functions during the reform era. Over the past
twenty years the ACFTU has taken part in the debates and drafting processes of the

Labour Law (1995), the Trade Union Law (1992), the Production Safety Law (2002),
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the Regulations on Industrial Injury Insurance (2004), the Provisions on Collective
Contracts (2004) and the Provisional Method for the Collective Consultation on Wages
(2000). These laws, their subsequent amendments, and their local interpretations have
formed a major part of the ACFTU’s efforts to promote workers’ rights and interests.
This function reached a pinnacle in 2008 when three new laws were passed: the LCL,
the Employment Law and the LMAL. The new laws put more emphasis on trade union
representation of workers, as opposed to a mediating role between capital and labour,
but at the same time make no concessions on Party leadership and upholding rapid
economic development which, in practice, constrain the union from improving its
representative capacity and credibility.

The revision of the Trade Union Law in 2001 nudged the union towards a more
defined sense of its responsibilities. Article Two added the clause that the union and all
its organisations ‘represent the interests of the workers and staff members and
safeguard the legitimate rights and interests of the workers and staff members
according to law’. In a somewhat vague reference to the problems thrown up by the
ACFTU’s parallel task of representing the ‘overall interests of the entire Chinese
people’ (Article Six) the revised law states that while protecting these wider interests
the ‘basic duties and functions of trade unions are to safeguard the legitimate rights and
interests of workers and staff members’ even as they take heed of their wider role
(Article Six). A third important addition was the strengthening of the union’s role with
regard to collective contracts. Article Six stipulates that the union shall take part in

consultation over collective contracts on an equal footing with employers, a clause
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which, as we shall see in Chapter Four, paved the way for stronger regulations on
collective contracts in general.

Apart from its acceptance of Party leadership, Chang illustrates the special
characteristics of the Chinese trade unions as they operate in an authoritarian
environment. Constitutionally they are obliged to mobilise workers in supporting the
reform process, take part in the system of democratic management, improve the quality
and education of workers as well as establish ‘workers’ teams to construct [standards]
of ideological, moral, cultural and disciplinary [behaviour]’ (Chang Kai, 2005: 187). In
practice, these legal stipulations mean that in the new era much of the ACFTU’s efforts
remain tied to government initiatives. In response to the poverty and insecurity that
came with restructuring, the government encouraged the ACFTU to establish poverty
relief centres for the laid-off SOE workers as part of an attempt to limit unrest rather
than negotiate better terms for redundancy or indeed launch a campaign to defend jobs.
These centres are discussed in more detail in Chapter Two. Likewise, following the
onset of labour shortages in exporting zones in South China and the confidence this
gave workers to demand higher wages from employers, the Shenzhen government
announced increases in the minimum wage in July 2005 and February 2006 (Xu Shi,
2006). These increases were rooted in workers’ own activity rather than any public
union campaign.*® The ACFTU also increased its charity work via the ‘deliver warmth’
programme (song wennuan), that concentrates on cash and material gifts made to the
urban poor at Chinese New Year and on National Day holidays. According to one

senior trade union researcher, in 2005 the annual budget for this activity reached an

'8 Of course, senior union officials no doubt lobbied for such measures in private and occasionally
sanctioned articles in the official workers’ press pointing out the absence of real wage increases in
Shenzhen for over a decade. But this is not the same as a proactive campaign.
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historical high of approximately 40 million yuan (Fu Lin, interview, Beijing, 12
February 2006). As the leadership is well aware, these activities are essentially outside
the workplace. And despite calls issued from the centre for local trade unions to
increase their efforts in the workplace, the tension between stability and economic
development on the one hand and exacerbating already increasing unrest remains a
constraint. In this scenario, the union tends to react after an incident i.e. a strike or
more serious labour protest rather than take the risk of provoking an incident by raising
demands on employers even as it establishes (zujian) primary unions rather than
organises workers into them.

Conclusion

The ACFTU has played an important role in both the pre- and post- Cultural
Revolution models of industrial relations. But its legally designated role and the
absence of freedom of association have encouraged a culture of extreme caution. This
is hardly surprising given the turbulent history of the last sixty years. Moreover, under
both command and market economy paradigms, the post-’49 decades have been
dominated by the Party’s prioritisation of reconstruction, development and
employment over all else. The consequent constraints on union activity have been
illustrated in this chapter.

The reform era has seen the Party — i.e. the state itself to all intents and
purposes — gradually withdraw from direct management of labour relations. There were
high hopes that the ACFTU had the capacity to fill this gap but the situation has proved
more complicated than perhaps Deng imagined when he argued that between them

SWCs and the unions could mount an effective constraint on capital. This has not been
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the case. Indeed, during the early 1950s when reconstruction dictated an industrial
relations policy of benefiting both labour and capital (lao-zi liang li), it was clear that
the ACFTU was more adept at controlling workers than at constraining capital. The
same contradiction has re-emerged in the present reform era.

Yet the organisation remains far from the ‘dinosaur’ that some sections of the
Chinese media occasionally caricature. Throughout its history, the ACFTU has been at
the forefront of debates on labour policy, even though its position was often defined by
political factionalism within the Party itself. The factor that has highlighted the role of
the ACFTU more than any other has been labour unrest. This has taken different forms
according to which economic model has been in the ascendancy and the concomitant
political risks of taking action. But it has been particularly marked over the last decade
as the labour movement in China has moved to the forefront of global industrial
relations. In Chapter Two we explore the history of labour unrest in the PRC and find a
lively tradition which, in the new economic environment, is developing into a major
social force. Indeed, if the liberation of the working class is to be the act of the working
class, the process requires the liberation — or replacement — of its sole legal

representative from the shackles of past practice.
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Chapter Two

Labour Unrest in the State Sector: The Rise and Demise of Decent Work with
Chinese — and some Russian — Characteristics

Chapter One summarised the development of industrial relations since 1949, paying
special attention to the changes over the last three decades of economic reform. In the
final section I discussed the challenges these changes presented to the trade union and
the necessity of transforming into a more representative organisation of workers. In
chapters two and three I discuss the consequences of the union’s slow progress to date.
In this chapter, the focus is on the state sector where the ACFTU’s room to manoeuvre
has been entirely constrained by its relationship with the Party. In Chapter Three, |
examine growing militancy in the private sector where, in the current conditions, the
consequences with regard to union activity are more nuanced. Chapters Four, Five and
Six investigate how the emerging ‘space’ has been filled.

The current chapter is organised along basically historical lines. In section one
we take a tour of labour unrest up to the reform era, using the available literature as my
chief source. In particular, |1 examine the first eight years following liberation and the
relationship between labour unrest and the taming — or at least anaesthetization — of the
ACFTU as the unions submitted to their new role of controlling an expanding and, at
times, disappointed and frustrated working class, especially its younger members.
During this period, the CPC successfully implemented the total nationalisation of
industry and suppression of capitalist enterprise. By the end of the decade, labour-
capital relations no longer existed in the traditional capitalist sense and industrial

relations were subject to administrative governance under conditions Chang Kai has
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characterised as working people having ‘the absolute right to work’ (Chang Kai, 2004:
5), as opposed to the negotiation or bargaining between labour and capital over the
allocation of resources that generally distinguishes a market economy. However, the
‘extermination’ of private capital (Xu Xiaohong, 2003: 15) did not preclude conflict on
the shop floor, as | show in a brief examination of labour unrest in the command
economy in this section.

In section two | make use of primary and secondary sources to track state sector
labour unrest in the reform era. The Fifteenth Party Congress in the autumn of 1997
was a watershed moment in this narrative of defeat. Up until 1997, the state proceeded
cautiously with the implementation of SOE reform and the emergence of autonomous
workers’ organisations during the 1989 protests suggests that it was right to do so.
Indeed, following an historical pattern, as we shall see, the suppression of the protests
was followed by politically-inspired concessions to the traditional working class that
were brought to an end by Deng’s Southern Tour in Spring 1992, an event that put the
reformers back in the ascendancy and set the Party on the road to the Fifteenth
Congress and its historic decision to continue, full steam ahead, with SOE restructuring.
This unleashed a wave of resistance, the nature of which is discussed in full via a
literature review and a close examination of its peak in the North-East in 2002. My
primary sources include interviews with workers and trade union officers conducted
during the peak period of protest from 1997 to 2002, a wide variety of secondary

sources, including local and national media, workers’ pamphlets and interviews with
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workers’ leaders conducted by a journalist colleague for a video project on which I
collaborated."

Labour Unrest in the New People’s Republic

Between the years 1949-1997, China experienced a see-saw of economic paradigms
that reflected its post-liberation political history. As a purely chronological approach to
labour unrest would risk either oversimplification or involve too much detail for our
purposes, | will instead concentrate on four distinct periods: Post-liberation ‘New
Democracy’, in which a spirit of reconstruction and compromise in the urban areas
existed alongside the reform of property relations in the countryside; the First Five-
Year Plan and nationalisation of almost all urban industry; the Cultural Revolution and
the ascendancy of what might be called Maoist economic fundamentalism; and finally
the reform era, up until the Fifteenth Party Congress in 1997. | use the evolving role of
the ACFTU as an anchor during this stormy voyage.

As we saw in Chapter One, writers such as Walder (1986) and You Ji (1998)
focused on the capacity of the Party/state to control workers and close down the space
to organise collectively. Others have stressed the existence of a voluntarist ‘social
contract’ between Party and class (Tang and Parish, 2000). More recent studies, such
as Sheehan’s new history of Chinese workers (1998) and, to a lesser extent, Chan’s
translations of media reports on the struggles of mainly Chinese migrant workers under
‘assault’ from the forces of globalisation (Chan, A. 2001), have shed light on the

considerable influence that the working class has been able to exercise over post-

¥ The final product from this project was a film entitled ‘China: The View from Below’ that
documented the resistance of state enterprise workers to a foreign buy-out of their paper mill in a mid-
China city. The struggle was marked by corruption, state- and employer-directed violence, arrests and
prison sentences.
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liberation industrial relations throughout the various economic paradigm shifts.
Sheehan’s work demonstrated that the stereotype of a liberated working class being
alternately pampered or frightened into passivity by Party largesse or authoritarianism
IS an undeserved caricature of a so-called labour aristocracy. Chan’s newspaper
translations allow English-language readers to explore — and hopefully reject — the
stereotype of rural-to-urban migrant workers as low quality (suzhi di) ‘little people’
from the sticks, incapable of standing up for themselves.?
The Early Days: Liberation and New Democracy: ‘benefiting both labour and capital’
Following its victory over the Guomindang, the CPC found itself in the position of
reconstructing a war-damaged economy while simultaneously reinventing China as a
workers’ republic — or at least as being on the road to one. The pre-liberation
experiences of governance garnered from the Party’s administration of ‘liberated areas’
in the North had been skewed towards rural policy, developed, moreover, during
wartime (Seldon, 1995: 169-213). Now in power in peacetime, the CPC had to govern
large cities in the name of a working class with militant traditions — both real and
imagined. This presented an entirely new set of challenges and objectives.

In urban areas the Party embarked on a policy of compromise and reassurance
towards capital. The ‘Common Programme’ was adopted by the Chinese People’s
Political Consultative Conference (CPPCC) at its first session in September 1949.

Described by Liu Shaoqi as a ‘people’s programme of revolutionary national

% Nevertheless, that stereotype has persisted in some circles and was employed by the AFL-CIO when it
joined forces with US manufacturers to lobby the US government to investigate labour abuses in China
under Section 301 of the Trade Act (1974). The goal was to persuade President Bush to, as AFL-CIO
president Sweeney put it, ‘make a choice’ and apply trade sanctions to China. The accompanying and
quickly shelved report pandered unashamedly to the historical stereotype of Chinese workers
undercutting wages and conditions in the US.
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construction’ (yi bu renmin geming jianguo gangling) (Bo Yibo, 1991: 28) the
document was distinguished by the complete absence of the term ‘socialism’ and
instead concentrated on re-establishing industrial production under the ‘people’s
democratic dictatorship’. In June 1949 Mao explained who was in and who was out.
Who are the people? At the present stage in China, they are the working class,
the peasantry, the urban petty bourgeoisie and the national bourgeoisie. These
classes, led by the working class and the Communist Party, unite to form their
own state and elect their own government; they enforce their dictatorship over
the running dogs of imperialism -- the landlord class and bureaucrat-
bourgeoisie, as well as the representatives of those classes, the Kuomintang
reactionaries and their accomplices -- suppress them, allow them only to behave
themselves and not to be unruly in word or deed. (Mao Zedong, 1949)
Promoting a spirit of cross-class alliance building, the Common Programme stated that
the new government promote national-building and prosperity by
taking into account both public and private interests, of benefiting both labour
and capital, of mutual aid between the city and the countryside, and circulation
of goods between and China. (CPPCC, 1949: 43)
As we saw in Chapter One, in terms of industrial relations the policy that emerged
from the programme became known as lao-zi liang li i.e. ‘benefiting both labour and
capital’. Xu dates this policy from 1949 until 1957, by which time the party had
completed the ‘socialist transformation of the means of production’ (Bo Yibo, 1991: 2),
and maps three distinct phases: an initial period in which capital occupied a dominant

position; a second period with labour in the ascendancy; and a third period in which
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capital, as an expression of concrete class interests and power, was entirely eliminated
(Xu Xiaohong, 2003: 15).

Capital Rising — and Falling

It is difficult to overestimate the seriousness of the economic situation of the early
years. The weakening of central authority by war and warlordism had resulted in the
wholesale neglect of vital elements of China’s economy. Industry was paralysed by
hyper-inflation and there was widespread chaos in the markets and trading (Harris,
1978: 37; Xu Xiaohong, 2003: 16). On the other hand, a sense of optimism came from
unexpected quarters. The Far Eastern Economic Review concluded in early January
1950 that ‘private trade is doing well and profits are high’ (Far Eastern Economic
Review, 12 January 1950 cited by Harris, 1978: 42). Such sanguinity was more likely
an expression of editorial relief at the conciliatory noises towards industrialists coming
from the CPC leadership rather than a measured economic assessment. It was also a
little quick off the mark. Between January and April 1950, 2,945 factories across
fourteen major cities closed down; 1,567 shut in Shanghai in the month of April 1950
alone, and a further 2,948 in May. Between March and April of the same year, national
unemployment increased by ‘hundreds of thousands’ and production in key sectors
dropped dramatically in the first five months of 1950: cotton by thirty-eight per cent,
silks and satins by forty-seven per cent, tobacco by fifty-nine per cent and paper by
thirty-one per cent (Xu Xiaohong, 2003: 16-17). Then, as now, creating jobs was a key
issue for the Party and this meant ‘[W]e should introduce suitable readjustments in
industry and commerce and in taxation to improve our relations with the national

bourgeoisie rather than aggravate these relations’ (Mao Zedong, 1950). The strategy of
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allowing capital to gain the ascendancy on the industrial front was cranked up a gear.
Thus, as the economy recovered

[T]he number of businessmen in eight major cities increased by twenty-seven

per cent by the end of 1951, and the average rate of profit was a remarkable

twenty-nine per cent in 1951 and thirty one per cent in 1953. (Statistical Work

Bulletin, 1956 cited by Gluckstein, 1957: 198)

Capital’s ascendancy did not go uncontested. Many workers found that the
benefits of national liberation did not match their expectations for the new order.
Throughout the period 1949-1957 it appeared to some workers — particularly young
workers and apprentices — that the benefits of liberation seemed to diminish in inverse
proportion to the degree that the increasingly state-controlled media talked up the role
of the working class in bringing the CPC to power and keeping it there.

Indeed, the role of the working class in China’s revolutionary history remains a
moot point. It has been argued that its distance from the revolutionary frontline, dating
from the CPC’s urban defeats by the Guomindang in 1927, was a key factor in the
Party’s labour policies once in power. Gluckstein, for example, argued that the ‘urban
working class did not play any role in Mao’s rise to power’ and this contributed to the
prohibition of the right to strike and ‘compulsory arbitration’ introduced in the 1950
Regulations Governing the Procedures for the Settlement of Labour Disputes
(Gluckstein, 1957: 214). Four years later, as the Party entered the second stage of
‘benefiting both labour and capital’ and embarked on a programme of nationalisation,
it hardly endeared itself to workers with new laws on labour discipline. According to

Harris the ‘Outline Regulations for State-Owned Enterprises’ (1954) were little more
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than a ‘foreman’s charter’ (Harris, 1978: 91) that concentrated on discipline and the
determination of wages and conditions at the expense of worker participation in
management.”* On the other hand, Perry has contended that the skilled urban working
class background of individual CPC labour leaders such as Li Lisan was an important
factor in their securing the lifetime employment policy for urban workers via danweli
membership (Perry, 1997: 13). Nearer to the argument proposed in this thesis is the
aforementioned view that it was — and remains — working class militancy, actual and
the threat thereof, that has been a consistent and dominant influence on the labour
policies of the CPC in general and the ACFTU in particular.

Less problematic than determining the extent of the working class’s
participation in the revolutionary victory is the fact that workers were certainly quick to
express their disappointment and opposition to the early compromises deemed
necessary during the first stage of the aforementioned lao-zi liang li policy. The Party,
principally acting through the unions, expended considerable efforts to restrain the
daily fact of class struggle in urban areas by simultaneously trying to persuade workers
to temper their demands and expanding employment. Thus the ACFTU was instructed
to draft and ratify two temporary methods (banfa) — on collective contracts and labour
relations — and a set of rules (guiding) on dispute resolution (Xu Xiaohong, 2003: 18).
In the private sector, the institutional manifestation of this regulatory regime was the
Labour-Capital Consultative Conference (LCCC). LCCCs were established in factories
and shops of more than fifty workers and were also permitted at industrial (chanye) and

sectoral (hangye) level (Xu Xiaohong, 2003: 19). They operated under

! Harris refers to these regulations as the Model Outline of Intra-Enterprise Discipline Rules (Harris,
1978: 91).
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guidelines/instructions (zhishi) issued by the Ministry of Labour in April 1950.%” The
chairing of these meetings rotated between the labour side — usually the trade union —
and owner of the enterprise, with both sides having power of veto. The result,
according to the ACFTU Chairman of the time, Li Lisan, was a ‘genuinely equal,
voluntary problem-solving’ process of consultation over working conditions that
included collective contracts, production bonuses and fines, factory rules, wages,
working time, occupational safety, injury and disease, welfare and special conditions
for women workers (Xu Xiaohong, 2003: 20). We should note, however, that Li’s
qualifications to judge whether or not the LCCC was an institutional expression of
industrial equality were somewhat marred by his simultaneous position as Minister of
Labour. At least they were until he was sacked from his chairmanship of the ACFTU
following accusations of economism in 1951. In fact it is difficult to ascertain how
effective this institution was in advancing workers’ rights, facilitating worker
participation in management or indeed reassuring capitalists that their property and
assets would remain safe for the foreseeable future. Harper holds that, at the end of the
day, the LCCC was a ‘potent instrument for use by the Party or union against the
capitalists’ (Harper, 1971: 119 cited in Sheehan, 1998: 19) which may well have been
the case by the mid-fifties as the institution approached the end of its shelf life.

In keeping with Mao’s relaxed attitude towards capitalists, Liu Shaoqi and, to a
lesser extent, Li Lisan, made repeated calls to workers in the private sector to moderate
their demands. First, workers needed to be educated that there were limits to the

exercise of their new power and status. Somewhat disingenuously Li announced that,

22 <7ai gedi siying qgiye zhong sheli lao-zi xieshang huiyi de zhishi’ (Guidelines for the establishment of
labour-capital consultative conferences in private enterprises in all areas) cited in Xu Xiaohong, 2003:
19-20.
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unlike the land reform process, factories could not and should not be divided up for
workers to manage themselves — this would only lead to unemployment (Xu Xiaohong,
2003: 21; Sheehan, 1998: 16-17). In his famous Tianjin Speech in the late spring of
1949, Liu had argued for cautious post-liberation industrial policies.
Some people argue ‘if the capitalists don’t open [or re-open] their factories then
we [the workers] can open the factories ourselves.” Have there been
cooperatively-managed factories opened up? Yes, many times, but not one has
been successful. This is the reality and we have made this kind of mistake [too]
Many times in the past. Workers’ cooperatives have not been well managed so
we won’t allow them. (Liu Shaoqi, 1988: 352-353)
In the same speech Liu argued that the problem in China was not that there were too
many capitalists but rather that there were too few and that to harm capitalists would,
in effect, harm the workers themselves by causing more unemployment and slowing
down the development of the economy (Liu Shaoqi, 1988: 350-351). It was perhaps no
accident that Liu made these appeals in Tianjin which was liberated on 15 January
1949. Despite his words of caution, Tianjin’s workers heralded liberation with
street-level committees [that] had been set up by rank-and-file cadres in the
aftermath of liberation with district-level governments based on them; in June
1949 the street-level committees were abolished and the district governments
reduced to district offices of the municipal government set up by the Military
Control Committee. (Maitan, 1976: 21)
As was the case in other cities, workers and grassroots cadres often reacted to the new

order with an enthusiasm that had the potential to manifest itself in new and militant
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institutions of power — as was the case in Tianjin — that were not always overly
concerned with the intricacies of the national Party line at the time. Although the Party
acted quickly to demonstrate its political supremacy over capital, it was clear that some
union activists and cadres in the liberated areas were nevertheless taking the side of
militant workers anyway. So much so that in January 1949 Mao issued a directive
aimed at newly liberated cites that pointed out the danger of emulating ‘agricultural
socialism’ in the cities, which led to the ‘mistake of too strongly advocating the one-
sided, temporary interests of the workers’ (Mao Zedong, 1949 cited by Maitan, 1976:
21).

Turning towards the unions, Harris has argued that in the new People’s
Republic, unlike the Soviet Union, ‘there was no debate on the role of the trade unions’
in the first years of CPC government (Harris, 1978: 104). The labour unrest that
distinguished the first two post-liberation years and the debates it prompted
demonstrates that this was an oversimplification. In fact, differences of opinion over
the role of trade unions emerged at both ends of the labour movement. At the top,
ACFTU chair Li Lisan argued strongly that the policy of mutual benefit was not the
same as mutual ‘cooperation’ between labour and capital and outlined three main
differences. First, mutual cooperation was essentially a social democratic slogan that
ignored the primacy of class struggle in the name of class cooperation. Second, labour-
capital cooperation did not permit strikes while the policy of mutual benefit implicitly
recognised that strikes were a way of preventing the long-term consolidation of pro-
capital forces. Third, mutual benefit to both sides placed economic development over

all other concerns, as opposed to labour-capital cooperation which, according to Li
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Lisan, aimed to ensure the future of the capitalist system by ‘muddling the class
consciousness of workers’ (Li Lisan cited in Xu Xiaohong, 2003: 17-18). Given his
lack of confidence in workers’ capacity to run factories, it is hardly surprising that Liu
Shaoqi took a rather more nuanced view on the question of strikes and whether or not
trade unions should organise them as a way to bring capitalists into line. In his ‘Report
on the Trade Union Question’ he stated that strikes harmed capitalists and workers
alike and, although they were not banned, the Party would not organise strikes and
would go out of its way to ensure that they didn’t happen.

In cases where capitalists have mistreated workers there is a need to conduct

appropriate [levels of] struggle and this struggle may take various forms. But

we do not advocate strikes. All problems that arise can be solved without

recourse to strike action. (Liu Shaoqi, 1988: 398-399)
Such differences translated into frequent shifts of position among ‘the newly-
established official unions’ from enthusiastic support for workers’ demands to
wholehearted backing of the Party against union autonomy or for the dismissal of
workers’ demands by enterprise management (Sheehan, 1998: 23). At the other end of
the labour movement, workers in both the state and private sectors were resorting to
strike action anyway as they ‘lost any chance of exerting influence through the formal
channels of democratic management’ (Sheehan, 1998: 23) such as the LCCC and its
more robust equivalent in the state sector, the WRC.

The Party’s response to the rise in labour unrest was to purge the leadership of
the ACFTU in order to stamp out the development of syndicalist tendencies and launch

a series of campaigns — the Democratic Reform Movement, The Three-Anti and the
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Five-Anti movements — that aimed to put capital on the back foot, institutionalise
worker participation in management and, in effect, prepare industry for full
nationalisation and the attendant industrial peace this would — hopefully — bring. These
campaigns gave formal impetus to the labour movement even as they brought it firmly
under state control via the ACFTU. At the Seventh ACFTU Congress in 1953 union
cadres at primary level were heavily criticised for economism, while some workers
pointed to this Congress as the point where the ACFTU ‘lost their guts’ as it formally
bowed to Party leadership (Workers’ Daily, 21 May 1957, cited in Sheehan, 1998: 13).

Workers Rising — and Falling

The debate over the role of trade unions and their subsequent total incorporation into
the state machinery cleared the path for the ACFTU to become an enthusiastic
supporter and enterprise-level implementation agency for China’s First Five-Year Plan.
Launched in 1953, the Plan heralded a renewed emphasis on production and the further
concentration of political power in the hands of the Party.

At the time, there was an underlying feeling of disappointment as the ‘greatly
stimulated class consciousness of the workers was prevented from developing into
directly political forms but was channelled into the expansion of the trade unions’
(Maitan, 1976: 21). Indeed, disappointment with the lack of political gains from the
nationalisation of hitherto private enterprise — the ‘socialist transformation of the
[private] means of production’ no less — contributed to the strike wave of late 1956-
early 1957. On the other hand, the working class had made collective social and
economic gains under the first four years of CPC rule and this progress continued

under the new plan. By 1957 there were almost nine million more workers than in 1952,
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unemployment had decreased and ‘wages were about 30 per cent higher’ (Maitan, 1976:
25). Yet, as the plan reached its largely successful conclusion, strikes broke out in late
1956 and rolled on through to spring of the following year as workers participated in
the Hundred Flowers Movement, formally launched in May 1956 (Sheehan, 1998: 47).
The campaign was initially sluggish, with few responding to the Party’s invitation to
free speech. But by May the following year even the People’s Daily was publishing
articles calling for the ‘right of the people to freely express differences in opinions’
(Maitan, 1976: 39).

The eradication of capitalist class interests was a process that began with the
Three- and Five-Anti movements and ended with full-scale nationalisation during the
first Plan. By 1957 it was deemed complete (Xu Xiaohong, 2003: 30-33). Yet labour
unrest continued to influence state policy. The flush of success derived from
nationalisation was qualified by the news of a major uprising in Hungary and huge
strikes in the Polish city of Poznan. These factors combined to alarm the authorities
into permitting a more open atmosphere in China during 1956-57. In his famous speech
of February 1957, ‘On the correct handling of contradictions among the people’ Mao
argued that the period of ‘the large-scale, turbulent class struggles of the masses
characteristic of times of revolution have in the main come to an end’ (Mao Zedong,
1957) and social relations and the contradictions that they threw up were henceforth of
a non-antagonistic nature. Mao’s speech also acknowledged the ‘possibility of mass
unrest provoked by bureaucratism’ (Maitan, 1976: 39), even as striking workers in
Shanghai were employing the slogan ‘Let’s create another Hungarian Incident’ (Perry,

1994 11).
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In fact, while intellectuals and social democrats initially displayed a reluctance
to take up the Party’s invitation to free debate and criticism in the early stages of the
Hundred Flowers, workers showed much less reticence in airing their views. Indeed
Gipouloux argues that Mao’s ‘On Contradictions’ speech was in part a response to
worker unrest (Gipouloux, 1986:) although others point to a rapidly deteriorating
relationship between rural cadres and peasants following collectivization and
‘movements away from the cooperatives’ that had begun in 1955 (Maitan, 1978: 30),
and continued throughout 1956 (Li et al, 2005: 2). While there are no publicly
available completed statistics on strikes in this period, incomplete figures compiled by
the ACFTU at the time give us a snapshot of the militancy unfurling.

In the cities incidents of strikes and petitions occurred continuously. According

to incomplete statistics from the ACFTU, in 1956 there were twenty-nine

strikes and fifty-seven petitions amounting to eighty-six incidents in total.

There were six in the first quarter, nineteen in the second, twenty in the third

and forty-one in the fourth quarter ... that involved between tens, hundreds and

even thousands of people. Between October 1956 and June 1957 in the city of

Tianjin there were 110 incidents of workers’ disturbances that directly or

indirectly involved 3,683 people. In Guangdong province there were 136 strikes

during 1956. Incomplete statistics for the period from September 1956 until

March 1957 record more than 10,000 workers taking strike action. (Li et al,

2005: 3)

While these figures represent only a small minority of workers in a rapidly expanding

working class, the numbers are almost certainly conservative and represent no more
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than what an only recently chastened and purged ACFTU was prepared to admit to
Party leaders. At the same time, the Party itself appeared to be upping the stakes. On 7
April 1957, the People’s Daily denounced bureaucratism and blamed the strikes on
‘bureaucratic methods’ (Maitan, 1976:39). This was followed by a ‘sensational
interview’ given by the literary intellectual and senior Party member Chou Yang in
which
he recognised the legitimacy of strikes and protest demonstrations and, declared
that it was wrong forcibly to suppress such dissent and called for a
redistribution of the national income so as to avoid marked inequalities.
(Maitan, 1976: 39)
Given the national and international situation, the strike wave was politically
significant and to a large extent represented disappointment at the results of
nationalisation, the new national wage structure (see Chapter One), the authoritarian
methods of many enterprise cadres and exhaustion resulting from the Plan’s emphasis
on developing heavy industry and ensuring continued rapid accumulation (Harris, 1978:
91-108; Sheehan, 1998: 54-63; Li et al, 2005: 3-4). Quoting Gipouloux (1986: 186)
Sheehan found that the situation in 1957 reflected conditions in the previous year.
Looking at disputes in 1957, we find that ‘[w]ages, authoritarian assignments,
working and living conditions were at the centre of all demands’ with
inequality between workers’ and cadres’ households a particular cause of
friction and the picture is similar in 1956. (Sheehan, 1998: 55)
During the spring of 1957, as much as half of the workforce on the Guangzhou docks
came out in an undeclared strike against a new shift system that reduced net monthly pay.

More worrying still for the Party was that these complaints were beginning to take on a
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political character that ran the risk of going beyond the non-antagonistic contradictions
formulated by Mao in February 1957. For example, in the capital itself

An embryonic form of workers’ management grew up at the Peking Tram

Company, where a workers’ conference won the right to control management,

set up plans for production and finance, elect the directors and his associates

and decide on wage problems, social welfare etc. (Maitan, 1976: 39)

As the Hundred Flowers reached its zenith and working class militancy continued to
grow, autonomous unions began to make an appearance, mostly restricted to a single
enterprise, although there was ‘some liaison and coordination between enterprises and
districts’ (Perry, 1994: 11 cited in Sheehan, 1998: 69). These were quickly suppressed
in the Anti-Rightist movement that followed the Hundred Flowers Movement. Setting
a precedent for future working class activists, the workers who were sent to labour
camps during the Anti-Rightist clamp down were labelled ‘bad elements’ rather than
‘rightists’, a political tag reserved for intellectuals.

The ACFTU had responded to the unrest with a cautious attempt to carve out a
more autonomous role resulting in a second purge of the leadership. In an attempt to
prevent the unrest building up yet more steam, the Party employed a strategy that was
to be replicated during the early years of the reform period: Staff and Workers’
Representative Congresses (SWRC).%® They were introduced in 1957 following six
months of debate over their democratic character (Sheehan, 1998: 74-75). Citing
Gipoloux (1986) and Perry (1994), Sheehan also states that there was an international

dimension to the Party’s measures following the events in Hungary earlier in the same

%% Some scholars such as Sheehan use the term Workers’ Representative Congress. The Chinese is the
same: zhigong daibiao dahui.
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year (Sheehan, 1998: 48). However, workers largely ignored the congresses as
relations between workers and cadres continued to deteriorate (Sheehan, 1998: 75).

The Cultural Revolution

The first decade of CPC rule ended with a thoroughly domesticated trade union
movement and a physically exhausted working class. The Great Leap Forward of 1958-
’59 saw the CPC exhorting workers to ‘catch up with England’ within fifteen years,
largely on the basis of willpower and mostly disastrous technical ‘innovations’ on the
shop floor. Exhaustion turned to hunger in the cities and mass starvation in some rural
areas as the most serious famine in human history descended on the countryside
(Becker, 1996). The mistakes of the Great Leap and the tragedy of Three Years of
Bitterness were traumatic enough to facilitate a swing in the balance of power away
from Mao towards Party ‘technocrats’ led by Liu Shaoqi (Karnow, 1984: 132-134).
This in turn opened up the space for Deng and Liu to prosecute policies that allowed
limited free enterprise in the countryside and a relaxation in the relentless pace of
production in industry.

By 1963 a recovery of sorts hoved into view and Mao deemed the economy
sufficiently buoyant to risk attempting a return to total power. In 1963, the Maoists
launched the Socialist Education Campaign of 1963-1964. After this somewhat half-
hearted attempt to radicalise literary and artistic work petered out, Mao garnered his
forces and, in September 1965, embarked on his plan to ‘storm the citadel’ by
launching the Great Proletarian Cultural Revolution, nothing less than an extraordinary
and prolonged attack on the Party bureaucracy itself. As an arm of that bureaucracy,

the following ten years were to prove a disaster for the ACFTU. Radical Red Guard
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organisations targeted the unions as evidence of the continuing existence of capitalist
relations of production. In late 1966, Jiang Qing — Mao’s wife — supported the
formation of a new trade union, the All China Red Workers General Rebellion Corps
that ‘had taken over the Ministry of Labor and planned to dissolve the National
Federation of Trade Unions’ [ACFTU] (Karnow, 1984: 264).

Trade union cadres were subjected to struggle campaigns conducted by
contracted migrant workers and apprentices (Karnow, 1984: 264) angry at their
exclusion from the full benefits of the danwei system described in Chapter One. As
more and more workers took part in the Cultural Revolution, strikes spread through
major cities and brought much of industry to a standstill. The strikes were inspired and
partly led by the aforementioned young migrant workers from the countryside who
employed Maoist rhetoric to ‘camouflage a basically economic labour revolt’ that
demanded improved wages, housing and medical care (Karnow, 1984: 265). Despite
the material basis for the strikes, they were quickly politicised in the increasingly
chaotic atmosphere. To a certain extent this was inevitable because wages, the intensity
of labour and working conditions in general were all determined exclusively by the
state. For their part, management was only too happy to oblige strikers’ demands in
order to deflect criticism, personal attacks or worse. The strikes spread from the ports
to the railways and the mines, dramatically heightening the political tension as armed
struggles broke out between ‘conservative’ and ‘radical’ Red Guard factions that both
claimed to represent the proletariat.

Mao’s initial support for the working class’s participation in the Cultural

Revolution suggests that he had miscalculated. Radical leaders, including Mao, quickly
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began to backtrack as panicky decrees from Beijing ordered workers to stay at their
posts. Clearly, it was one thing for students to attack teachers and Party cadres, or for
the trade unions, always a potential rival bureaucracy to the Party, to be brandished as
relics of capitalism. But it was another matter entirely when a mobilised working class
armed with at least the rudiments of Marxist analysis took advantage of a violent
faction fight within the Party to push for higher wages and better working conditions.
Within weeks of issuing instructions to Red Guards to ‘storm the positions’ of Party
power, Mao resorted to what ruling classes generally do when faced with social
movements they deem out of their control: he called in the army and five days later, on
28 January 1967, decreed that the ‘cultural revolution should be postponed for the time
being’ (Karnow, 1984: 283). This by no means brought an immediate end to the
struggles and indeed during the following eighteen months China appeared on the edge
of civil war on at least two occasions. However, Mao’s confidence in the PLA to
restore production and some sense of routine proved well-placed, although a number of
senior PLA leaders were sacrificed on the radicals’ altars in the process. Order was
restored, as we saw in Chapter One, with the establishment of Revolutionary
Committees. Formally, the committees represented a triple alliance between recalled
Party officials — of whom many had previously been targets of radical factions and
were taking great risks in resuming political responsibilities — Red Guard organisations
— but only those approved by the army — and the PLA itself. But it was the army that
had the guns — or at least most of them — and as Zhou Enlai admitted in February 1967

‘the country was under military control’ (Karnow, 1984: 297).
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The first three years of the Cultural Revolution (1966-1969) left the unintended
legacy of significant numbers of workers and young people with direct experience of
organising as a result of their membership of Red Guard organisations. From mid-1966
onwards, local governments’ solution to this dilemma had been to send millions of
university and high school youth down to the countryside to ‘learn from the peasants’.
This movement picked up pace once the call for order was established and its goal
shifted away from encouraging political exchanges between urban youth and peasants
to the more practical one of preventing organised groups of young people from stirring
up trouble in urban areas and alleviating the growing problem of unemployment in the
process. Perhaps somewhat ironically, some youngsters joined the army as a preferred
option to ‘learning from the peasants’.

However, this was hardly a measure that could be applied across the working
class — particularly skilled workers and technocrats — who were needed at the
workbench and office. From 1970 to 1976, a hectoring, Gang-of-Four driven emphasis
on production and labour discipline, combined with the absence of significant wage
rises, meant that the limited gains from the 1967 strikes were cancelled out. The
resulting tensions were captured by the big-character poster written by four former Red
Guard activists under the pseudonym of Li Yizhe that went up around Guangzhou
during the autumn of 1974. The poster, entitled ‘On socialist democracy and the legal
system’ pointed out that, despite the speechifying and violence of the Cultural
Revolution, China remained a country of great inequality. The poster pointed to the
lack of material incentives for workers, the pay freeze and the special privileges

enjoyed by Party cadres as well as referring to the lack of democracy and legality in
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China (Chan, A. et al, 1985).

As the Gang of Four lumbered from one political campaign to another it faced
increasing labour unrest. In Hangzhou in 1975, over 30,000 PLA troops were deployed
to bring an end to a ‘summer of unrest’ (Sheehan, 1998: 146). This was immediately
followed by dissident activity in Nanjing that spread throughout China and culminated
in the ‘Tiananmen Incident of April Fifth’, 1976. During the Chinese Qing Ming
Festival — traditionally a day to remember the dead — up to half a million ordinary
citizens travelled to Tiananmen Square to lay wreaths and poems in honour of Zhou
Enlai whom many revered for saving China from descending into civil war during the
Cultural Revolution. Correctly interpreting this outpouring of collective grief as direct
criticism, the government removed the wreaths from the Square overnight, which led to
violent and widespread unrest the day after, 5 April: the April Fifth Movement was
born. It constituted a short ‘spontaneous, bottom-up’ expression of ongoing disdain
against leftist dogma (Sheehan, 1998: 148). The government’s crackdown was
correspondingly brutal as workers voiced dissenting opinions on the widespread
existence of favouritism, cadres’ hypocrisy and inequality. Although the dissent was
quelled relatively quickly, the end of ten years of ‘fundamentalist Maoism’ was now in
sight. Within four weeks of Mao’s death on 9 September 1976, the Gang of Four was
under arrest. The ‘ten years of chaos’ was over.

Deng Xiaoping’s long road back from manual work in the mid-sixties to
‘paramount’ leader in 1978 was closely followed by an outbreak of open debate in
Beijing that was emulated in other cities. The Democracy Wall Movement developed

around a wall near the centre of Beijing on which a myriad of ‘big-character posters’
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were pasted. Their content discussed not only the Chinese political system, but also
systems and events taking part in other parts of the world as well — especially Poland
and the rise of the Solidarno$¢ trade union. In many ways, the movement took up
where the April Fifth Movement had been suppressed and indeed it was the reversal of
the government’s official verdict on the latter that sparked the flowering of posters,
speeches and magazines that constituted such an important part of the Democracy Wall.
While the movement did not constitute a mass, spontaneous working class movement
in the vein of April Fifth (Sheehan, 1998: 157), it certainly provided workers with an
opportunity to express their disappointments and grievances with the danwei system:
wages falling behind inflation, the existence of a bureaucratic elite, and absence of
effective democratic accountability. The journal Sailing Ship, based around the
Taiyuan Iron and Steel works, was unequivocal about the need for better worker
representation arguing that workers
must begin to organise themselves, to rely on their own strength, and to elect
their own representatives to speak for them, and if at any time their elected
representatives do not represent them properly, they will be recalled and
another election held. This sort of demand on the part of the broad popular
masses is the social basis for China’s democratic reform. (Sheehan, 1998: 187)
The Democracy Wall Movement went beyond the parameters set for it by Deng
Xiaoping and the party reformers, with whom it had a temporary collaboration. As we
saw in Chapter One, the CPC tried to address the workers’ grievances by stressing the
democratic role of workers’ congresses in the factories and playing up the role of a

recently restored ACFTU. The latter certainly helped to restore the careers and status
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of union cadres but, as we shall see, it was not to save the working class from
capitalism.

The Early Reform Era: 1978-1997

The role of workers during the Cultural Revolution only served to reinforce the
experience of the fifties when two major strike waves had demonstrated the economic
and political muscle of the working class and its capacity to influence state policies. As
we saw in Chapter One, the government consequently proceeded with prudence in
reforming China’s industrial relations topography as it entered a period of sustained
economic reform. Nevertheless, following pilots, industrial managers were given
power over hire and fire in 1986 and the spectre of dismissal and joblessness returned
as a topic of conversation in working class homes.

During the 1980s there were scattered incidents of SOE worker unrest.
Generally speaking, however, the reluctance of SOE directors to make use of their
new-found autonomy in order to ‘avoid unrest’ (Liu Aiyu, 2005: 86) combined with
the Party’s reluctance to commit to a dramatic rise in urban unemployment.
Consequently, the destruction of the ‘iron rice bowl’ was not a one-off event but a
simmering combination of regulatory change, foreign capital, competition from TVEs
and the removal of ideological constraints on the accumulation of wealth as urbanites
were encouraged to leave their state jobs and ‘jump into the sea’ (xiahai) of
entrepreneurial activity. In short, the iron rice bowl’s disappearance was a direct result
of the return of capitalist labour relations rather than a deliberate state policy.

Alongside this transformation, economic tensions were building as the removal

of price controls on the long-subsidized basics of urban living led to a rise in the cost of
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living. While workers had seen a considerable increase in their wages, this was partly
cancelled out by inflation. Frustration, both with reform and with the consequences of
reform, resulted in student demonstrations, principally in Shanghai, during the mid-
eighties. In retrospect, although these demonstrations were significant, they were a dry
run for the unprecedented wave of popular revolt that engulfed the cities in the spring
of 1989. In April of that year, students began to gather in Beijing’s Tiananmen Square
to discuss politics and organise demonstrations to demand an end to corruption and the
introduction of open government. The protesting students emerged on the streets from
democracy salons held on the university campuses that dated back to the previous
demonstrations of 1986-’87. As the crowds gathered on the Square increased in size,
the students organised themselves into autonomous societies and associations,
independent of the official student union.

The activity in the Square began to attract the attention of Beijing citizens,
including one of the founder members of the Beijing Workers Autonomous Federation
(BWAF) and a so-called ‘black hand’ of Beijing, Han Dongfang (Black and Munro,
1993). Soon enough, Han and other workers were making speeches calling for an end
to corruption and solidarity with the students. By the end of April, the BWAF was
organised. According to founder members, the original core group was made up of
mainly blue-collar workers from steel factories, the railways and the aviation industry,
as well as shop assistants and casual workers. However, as Han later explained, most of
the almost 20,000 plus workers who signed up to the BWAF did so as ‘individual

citizens’ rather than workplace-based organisers.* Still, the WAFs spread to other

% Unless otherwise stated, references to BWAF activities are based on my discussions with Han
Dongfang during the late nineties.
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cities and there is little doubt that a sense of panic was enveloping Party leaders some
of whom, such as Zhao Ziyang, even appeared to jump ship and side with the students
— though pointedly, not with the workers.

The BWAF initially concentrated its activity on signing up members and
distributing leaflets critical of the official ACFTU. The organisers also set up a
loudspeaker system and began broadcasting their opinions and demands. Both the
leaflets and broadcasts proved popular with Beijingers who had come to see what was
going on. This popularity translated into huge demonstrations in support of the students
and their demands for cleaner government and democratic accountability. But while
they had a strong presence on demonstrations, the BWAF failed to make inroads where
it really mattered: in Beijing’s offices and factories. Internally, and always aware of the
state’s potential to move against them, the BWAF concentrated on short-term capacity-
building such as consolidation, publicity, recruitment and development of resources
and leadership skills. It also began to draft a constitution and develop a programme of
demands that echoed workers’ propaganda in previous episodes of labour unrest.
BWAF leaflets offered critical assessments of cadre privilege, income gaps between
workers and managers, lack of workplace democracy, poor safety standards and the
deterioration in living standards. Implicit in all this was a recognition that workers
were losing out in the reforms. Above all there was the demand for legal status and the
right to organise outside the ACFTU, not, they stressed, to replace the official union,
but to allow workers a choice that would ultimately be of benefit to all concerned —
including the ACFTU itself!

The BWAF looked outwards throughout its short existence. Relations with the
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students were initially very weak and throughout May its tents were restricted by the
students to a far corner of the Square, despite the efforts of some worker organisers to
forge links. The BWAF also had contacts with sympathetic sections within the ACFTU.
Importantly, the organisers made it clear that they meant to build the union through
constitutional means and, as an organisation, neither opposed nor supported the rule of
the CPC. However, as student numbers on the Square dwindled and the balance of
forces began to shift back towards the authorities, the official position of the ACFTU
towards the WAFs hardened and on 2 June 1989 the Workers’ Daily called for the
banning of the WAFs as illegal organisations. Two days later troops fought their way
into the Square, destroying BWAF tents in the process. In the repression that followed,
hundreds of workers suspected of taking part in WAF organisations were imprisoned
and the WAFs themselves disappeared.

Yet, in the aftermath, workers’ activism continued to make its mark on policy.
Some have argued that SOE workers succeeded in using ostensibly reinvigorated
channels of democratic management and the temporary halt to SOE reform that
followed the events of spring 1989. Hussain and Zhuang claimed to have found
evidence of enterprise-level collective bargaining developing in the early nineties and
the Party’s subsequent move to control this development by channelling the demands
into revised regulations on collective consultation (Hussain and Zhuang, 1998: 43-68).
However, as | stated in Chapter One, while wages did rise in the state sector, this was
more likely a result of managers wishing to avoid attracting attention to their
enterprises rather than overt labour unrest, especially given the restrictive political

climate of the time. Nevertheless, the WAFs had deeply alarmed the Party and
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concessions were on the table for a short time.

Deng’s Southern Tour revived the economic reform process and calmed post-
Tiananmen anxieties about stability. Four years later, as negotiations to enter the WTO
gathered pace, the Fifteenth Party Congress came to an historic decision on the fate of
the country’s SOEs that was to have an irreversible impact on the Chinese working
class: ‘holding on to the large and letting go of the small’ (fang xiao zhua da) i.e.
allowing smaller SOEs to go bankrupt or privatise but keeping medium and large SOEs
under state control. In the event, it was a green light for many SOEs to shed huge
numbers of workers regardless of their size. Not surprisingly this decision, which was
accompanied by further expansion of the private sector, heralded a new and dramatic
wave of labour unrest that climaxed with troops deployed on the outskirts of the north-
eastern oil town of Daging.

Prior to a discussion of these dramatic events, it would be timely to remind
ourselves that the reintroduction of private capital and FDI as engines for economic
growth and employment creation were already heralding profound changes in the
demography of China’s working class. Although new private- and joint-invested
factories were at first restricted to four SEZs, these zones were expanded to a further
fourteen coastal cities in 1984. To begin with, relatively small numbers of peasants
were permitted to apply for permission to leave the land temporarily and work in
factories established in the various SEZs. Guangdong province was one of the main
recipients of investment and its number one attraction for migrants and investors alike
was a former fishing village that was being rapidly transformed into an export platform

— Shenzhen. Zhejiang province in East China was no slower off the mark but differed
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from Guangdong in that it initially drew on home-grown entrepreneurial traditions and
domestic investment rather than FDI to open up thousands of small- and medium-size
enterprises (Economist, 1995: 39-40). But no matter whether it was foreign or domestic
capital that was attracting peasants into off-farm work, the net result was the same: the
remaking, in struggle, of the Chinese working class. We will return to the struggles of
private sector workers in Chapter Three.

Defending Decent Work and the Demise of the State Sector

Despite the demands raised by workers in the sixties, seventies and eighties, Chinese
urban workers’ employment conditions compared favourably with those of other
developing countries (Weil, 1996: 33-34). The absence of freedom of association
notwithstanding, the danwei system had awarded workers with most of the ILO’s
current benchmarks for ‘decent work’. It is therefore worth briefly revisiting the
danwei theme — discussed in detail in Chapter One — but, in this instance, from a
different perspective: its impact on workers’ capacity to organise and defend it.

In recalling the danwei from a labour unrest perspective, it is possible to extract
from the literature two basic interpretations that I have termed respectively ‘the danwei
as given’ and ‘the danwei as won’. Weighing in for the former, Walder viewed the
danwei as a structure of complex, hierarchical but interdependent relationships of
interests through which the Party was able to maintain control over the working class.
He termed the organised dependency of workers (You Ji, 1998: 13) and clientelist
relationships between workers and danwei management that emerged from it
‘communist neo-traditionalism” (Walder, 1986). This arrangement enabled the Party to

exercise a ‘peaceful coercion’ over the working class (You Ji, 1998: 12). In fact, You Ji
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stiffens Walder’s communist neo-traditionalist argument by reaching back to China’s
paternalistic, centralised past, describing the danwei as a

tightly integrated mechanism of party/state control. Resembling China’s

traditional authoritarian state/family power structure, the system requires a high

concentration of financial and remunerative power in the hands of the leaders.

(You Ji, 1998: 135)
One might easily conclude — as many capitalists have — from these studies that the
Chinese working class had been reduced, in its last days, to a fading aristocracy
rendered politically apathetic by, and economically dependent on, Party largesse. But
such a formulation hardly stands up to the periodic expressions of militancy
summarised above, and not surprisingly, there are alternative political interpretations of
the danwei system. Championing ‘the danwei as won’ faction, Weil contends that the
comparatively high standard of living enjoyed by urban workers in SOEs and, to a
lesser extent COEs, was the fruit of socialist revolution through which workers won not
just job security but access to health care, housing, pensions, education for their
children and recreational opportunities (Weil, 1996: 35). Moreover workers, already
under assault from globalisation (Chan, A., 2001), made a political decision to defend
these fruits of the revolution when economic reform threatened them (Philion, 2007:
37-55). For some this was a response that put Chinese workers, at the forefront of the
international struggle against the neo-liberal offensive on the danwei and its traditional
securities (labour research, interview, Beijing, 28 September 2004).

In an attempt to ameliorate the shock of restructuring and, no doubt, the

potential fallout from unrest, the Party rolled out the xiagang policy, discussed in
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Chapter One, on a national basis. Its essence was to retain laid-off workers on SOE
books for up to three years, a policy that obviously carried the capacity to temper and
defuse workers’ resistance to restructuring as disputes retained a distinctly enterprise-
based character. As | demonstrate later in this chapter, this dictated that most resistance
took the form of demonstrations ranging from the violent — on one occasion | saw an
SOE manager ‘air-planed’ through the streets by furious laid-off workers — to more
sedentary sit-ins by pensioners in front of government buildings.* But no matter how
radical or passive the forms of collective action taken, they rarely impacted on
production itself and as a consequence the juggernaut of accumulation continued to
build up steam. And although private capital was not yet driving the vehicle, it
certainly had its hands on the map.

Reviewing Unrest

The literature on labour unrest in the state sector during the nineties, and especially
during the period following the Fifteenth Party Congress in 1997, demonstrates not
only the cathartic nature of the transition but also the powerful legacy of the command
economy. We should start by remembering a powerful constraint on interpreting this
phase of labour history: the unavailability of comprehensive nationwide statistics on
the number and form of workers’ actions, especially with regard to strikes.?® Without
exception, scholars refer to the relatively rapid post-Congress build up of resistance to
restructuring and mass lay-offs and point to official incomplete statistics, newspaper

reports, academic papers and their own fieldwork as evidence. The absence of

% On this occasion being ‘air-planed’ involves having one’s arms outstretched sideways, legs tied
together and being carried aloft through the air like an aeroplane. After fifteen minutes the pain in the
arms becomes excruciating.

% Composite nationwide strike statistics are treated as jimi or classified information by the government.
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complete data renders it difficult to draw definitive conclusions. Yet, if nothing else,
the paucity of reliable statistics adds value to the scholarly interpretations in the
literature.

Writing in 2002, Blecher argued that resistance in the state sector, though
widespread, had ‘not yet produced significant strike waves and protest movements’
(Blecher, 2002: 286). Somewhat despairingly, he asked

why then has a class that was so well treated, mighty, confident and active in

the recent past essentially rolled over, or better, allowed itself to be rolled over,

in the past two decades? (Blecher, 2002: 287)

His fieldwork was concentrated in Tianjin and to be sure Blecher goes out of his way
to remind readers that the city was not subject to the economic deprivation that
emerged elsewhere as a consequence of SOE restructuring — although, as we have seen,
it definitely has a tradition of labour militancy dating back to the beginning of the
twentieth century that was examined in detail by Hershatter (1986). Blecher notes that
the relative prosperity of the city partially explains his interviewees’ apparent
acceptance of the market and the absence of resistance to it.?” Blecher argues that this
represents acceptance of the state’s dominant ideology, i.e. the market, and found that
‘workers are more easily saturated with the state’s discursive and symbolic messages
than peasants’ (Blecher, 2002: 301). He develops his argument by reminding us of
Burawoy’s and Luckac’s work in Hungary where transition from command economy
and its shortages to the promised riches of the market atomized workers and

encouraged individual rather than collective solutions (Blecher, 2002: 301).

2 As noted below, Daging too remains a wealthy city but this did not prevent large numbers of workers
protesting their redundancy deals.
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On the other hand, Cai approaches the question from the opposite perspective.
Instead of asking why workers have ‘rolled over’, he asks how workers in an
authoritarian regime have been able to mount any forms of collective resistance at all!
Focusing exclusively on laid-off workers, Cai finds answers primarily in the Chinese
tradition of petition and that ‘the most important mechanism of mobilization, is not the
issue itself, but the presence of organisers, or rather coordinators’ (Cai Yongshun,
2002 : 327-344). Cai argues that China’s tradition of petitioning higher officials
dovetails neatly with the system of administrative government that the CPC has relied
upon. This, in turn, is particularly suited to laid-off workers who need to attract the
intervention of government officials as opposed to direct negotiations with an employer.
The point being that laid-off workers are located beyond the workplace and that their
struggles are chiefly about subsistence rather than wages and conditions. Thus, when
engaged in protest, this group of former workers strives to attract the intervention of
higher officials in order to expose the failings of those below them. Faced with a risk of
exposure, local lower-level officials have two choices: to meet, at least temporarily, the
livelihood demands of the protestors by reallocating money from elsewhere, or
deploying riot police and force to disperse laid-off workers who have no other option
but to gather in public places. There would be no point in the protestors setting up
factory picket lines as most of their factories were already idle. While there are many
examples of violence — we are hampered by the lack of data to construct an accurate
picture across the nation — Cai argues that the general practice has been to disperse
workers through peaceful means. He cites two interconnected reasons: first, protestors

are keen to avoid giving the state a pretext for violence; and second, there are
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administrative constraints on local governments’ use of force, a point I will return to
later. Thus, he argues, space opens up for ‘non-institutionalised action’ by laid-off
workers (Cai Yongshun, 2002: 343).

Turning to the ‘organisers, or rather, coordinators’ Cai’s research finds that
such people act out of a combination of self-interest, community pressure and,
occasionally, a sense of justice. These coordinators are essential to the dissemination of
information and locating the physical spaces for the action. He found that out of forty-
one such coordinators, only nine were workers. Of the remainder, twelve were former
enterprise leaders, nine were Party members, and seven were current enterprise leaders
(Cai Yongshun, 2002: 335), results that cannot help but remind us of Clarke’s work in
transitional Russia — cited in Chapter One — in which he argued that there was a
material basis for the common interest of the entire trudovoi kollektiv or collective
workforce based on the economic negotiations over the ‘plan’ (Clarke, 1993: 26) or in
this case, the lack of it.

Cai’s work on protests by laid-off workers also refers to the importance of both
the sequence and size of events. Where lay-offs are phased or, to use Cai’s word,
‘sequenced’, and in small or medium sized enterprises that do not house their workers
in large concentrated estates, there is less chance of protests having a significant impact.
This is explained by the challenge of forging solidarity between those still holding on
to their jobs and those laid off, rendering the task of would-be coordinators in
organising a cohesive response much more difficult. He predicted that restructuring
larger SOEs with their concentration of housing and larger numbers of workers would

be a more fraught process. As our discussion of widespread protests in 2002 in Daging
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will demonstrate, this argument was borne out by events, although in the final analysis
the state was able to combine the use of limited force with fostering divisions in the
workforce to manage the event and effectively hold the line. On the other hand,
bankruptcy, according to Cai, is more likely to produce coherent and longer-lasting
protests as it tends to descend on the workforce simultaneously, producing material
conditions for effective solidarity. According to Cai, this is led, as often as not, by
factory managers or senior technicians and engineers. Again, we are back with
Clarke’s common material interests (Clarke, 1993: 27).

Chen’s work on restructuring and privatisation demonstrates how actually
existing conditions combined with traditional Maoist attitudes in determining the
strategy and tactics of SOE workers if they chose — and choose — to resist what Lee
refers to as the ‘whip of the market’ (Lee Ching-kwan, 1999: 44-71 cited by Chen Feng,
2003a: 238). Echoing Blecher, Chen concurs that ‘the majority of workers have been
quiescent, passive’ but also awards significant weight to the resistance of SOE workers
still inside the industrial system whose acts ‘reflect the emerging economic conflict
that define China’s economic transition’ (Chen Feng, 2003a: 238). For Chen, the
crucial difference between this group and Cai’s laid-off workers, or Hurst’s and
O’Brien’s ‘contentious’ pensioners (Hurst and O’Brien, 2002: 346-360), is that their
factories are still in business and as such hold out the possibility of job retention for
workers under new property relations. But it is just these new relations and the
contracts they require that fly in the face of iron rice bowl traditions. Chen’s
conclusions are so close to my own, and so well presented, it would be disingenuous

not to quote them in full. He states:
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Many protests against restructuring, however, are motivated by what is called a
‘suddenly imposed grievance’ (Walsh, 1981), as they often burst out
immediately after a restructuring scheme, which usually entails collective
layoffs, is made known to workers. Workers are fully aware of what their life
will become if those measures are to be enforced. After all, the suffering caused
by layoffs is already painfully visible in society and has been experienced and
witnessed by too many people. Protesting workers are determined to prevent it
from happening to them--or, at the very least, to ensure their basic wellbeing
after restructuring has taken place. Thus, in this type of protest, strong
subsistence anxiety translates into strong claims to firms’ property and to a say
in the restructuring process. Such claims derived from the old socialist precept
of the nature of state property. SOE workers’ protests, therefore, may be best
viewed as either a refusal to enter new property relations disadvantageous to
them or as an attempt at bargaining for some better treatment after restructuring.
(Chen Feng, 2003a: 242)
Chen’s reference to Walsh’s ‘suddenly imposed grievance’ echoes Cai’s identification
of the ‘sequence’ of events as being a major factor in the development and
management of protests. Surveying the terrain of protest in China’s reform-era
industrial relations, Chen identifies three broad locations of resistance: those laid off or
unemployed and already outside the sphere of production; SOE workers still at the
bench but facing major changes to their working conditions as a result of restructuring
or privatisation; and those in the private sector. He examines the differences and points

of convergence and finds that workers resisting restructuring have commonalities with
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the mainly migrant workers in the capitalist private sector, where protests concentrate
on pay and conditions but do not challenge property relations. This is not the case with
state sector workers who bring post-liberation traditions and practices to their
opposition to restructuring. These traditions are manifested in demands for inclusion in
the workplace decision making, especially on matters that have a direct impact on their
employment and, as such, ‘may threaten their subsistence’ (Chen Feng, 2003: 256).
Anti-restructuring protests obviously cross over with the protests of laid-off workers,
Chen’s third category, but the parameters and demands of this category are impeded by
the fact that such events take place ‘after workers had been laid off for months, even
years’ (Chen Feng, 2003: 241).

Differentiating between privatisation and ‘restructuring without privatization’,
Chen also found that SOE workers battling privatisation broadened the parameters still
further as ‘moral economy demands are increasingly permeated by “class
consciousness.” They are well organized, with claims framed in class language’ (Chen
Feng, 2006: 43). It is interesting to note that in 2003, when analysing data from
protests against restructuring in the cities of Luoyang and Shanghai, that presumably
did not involve privatisation, Chen considered the absence of ‘independent organizing,
which is critical for the development of their class consciousness’ (Chen Feng, 2003:
258) as crucially important. On the other hand, in the battles against privatisation in a
central Chinese city in 1998, 2000, and 2001, the presence of real live capitalists
appeared to overcome legal and institutional restrictions on organising and class
consciousness developed anyway (Chen Feng, 2006: 43). At the risk of over-

generalisation, we can summarise these arguments by stating that in the absence of
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freedom of association xiagang did not produce any sense of confrontational class
consciousness while privatisation did.

Chen’s distinguishing of protests between privatisation and ‘restructuring
without privatization’ is useful in understanding how workers at a factory in the city of
Xianyang came to mount one of the longest strikes in the history of the PRC and
certainly the longest in the struggle against restructuring with or without privatisation.
In 2005, workers began a six-week strike against new working conditions imposed
following a buy-out of the state-owned Xianyang Huarun Textiles Factory. As we have
seen, the usual tactics of laid-off workers was to occupy public spaces and/or organise
a demonstration outside government labour bureau offices for xiagang wages. But
Huarun was still a working concern and this meant that the best way of securing the
attention of both management and the city government was to strike and picket.
Organisers from both the workforce and management quickly emerged and a twenty-
four-hour picket line was drawn up and successively blocked all three of the still-
producing factory’s gates — for six weeks!

The strike was sparked following the acquisition of Huarun Factory by the
Hong Kong-based mainland conglomerate, China Resources. In autumn 2005, a
restructuring plan was announced without prior consultation that included the mass
dismissal of all workers and immediate rehiring of an unspecified number on inferior
contracts that would not take into account seniority or pension contributions. Workers
responded by walking off the job. Demands were quickly formulated: long-term
contracts, the cancellation of a six-month ‘probationary’ work period, a central-

government inspection team to review the terms of the factory’s merger with China
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Resources, and compensation for the loss of SOE employee status (CLB, 2005). The
workers’ twenty-four-hour picket line at the factory gate prevented management from
deploying scab labour (Han Dongfang, interview, Hong Kong, 12 March 2007). This
action was complemented by the unauthorised establishment of a trade union, the
election of representatives and the hiring of a Beijing-based lawyer to supervise the
dispute through formal court proceedings.?® During the six weeks twenty workers’
representatives were detained following a railway blockade and stone-throwing
incidents at the director’s house. They were released, apparently without charge, in
January 2005. A combination of a threatened deployment by the police — who had
already used water cannon against the strikers but to no avail — winter weather and
rumours of a management compromise brought the strike to an end with major
concessions from the company (Han Dongfang, interview, Hong Kong, 12 March
2007).° Two years after the strike was resolved Han noted the different material
conditions of this dispute compared to many of the protests over restructuring that he
had been involved in previously.

The first thing to note was the degree of solidarity among the workers. They

managed to stay together and were not divided by different types of xiagang or

whatever. While management wanted to make cuts, the company still needed

the majority of the workforce. This facilitated a strike by people in work rather

% A taxi driver dropped the lawyer at the wrong factory gate where only a few workers were posted.
This enabled the police to detain him and send him back to Beijing. Nevertheless, the workers’ intention
of combining strike and legal action was now clear to the authorities (Han Dongfang, interview, Hong
Kong, 12 March 2007).

 These included the cancellation of the ‘probationary’ period and the dropping of threats to cut wages
(CLB, 2005).
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than a protest by people without it. (Han Dongfang, interview, Hong Kong, 12
March 2007)
| have no evidence to argue that these workers were imbued with the same class
consciousness that was so prominent in the turn-of-century protests that Chen
described in the central China city. But it is hard to imagine that six weeks of strike
action could take place without some degree of class consciousness developing,
accompanied by a departure from some of the traditions of the past. As Chen explains:
Thus, it is natural for workers to use the moral rhetoric of the past as a point of
reference to assess their present conditions and frame their claim. Strategic
though it might be, workers’ efforts to base their demands on old official norms
has actually prevented them from redefining their interests in the market
economy, and trapped their struggle into a direction that will not produce any
significant positive outcome for them, as a return to the old system has become
impossible. (Chen Feng, 2006: 60)
It seems safe to conclude that Xianyang workers were not significantly constrained by
tradition. The workers did not demand their old status as masters of the enterprise back,
but rather that they were compensated for the loss of this status as stipulated by the
regulations. It still remains to be seen if this strike was the dying gasps of a past era or
the birth pangs of the new stage for the labour movement as it converges with the
private sector. It is likely that the scholarship will turn to this question in the near
future. In the meantime, | believe that SOE resistance to restructuring — as opposed to

full privatisation which is now the norm — and the policies that managed it, peaked
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with the great unrest of spring 2002. Here was an outburst of anger that appeared to
simultaneously defy and confirm all the arguments in the literature.

Spring 2002: The Iron Rice Bowl is Broken

Protests against phased redundancy and its gradual progression into one-off severance
pay (mai duan gongling) appeared to peak in the spring of 2002. Very large-scale and
well-organised street protests by unemployed oil workers in Daqing, laid-off metal
workers in Liaoyang and laid-off or retired coal miners in Fushun emerged out of
different conditions, but at more or less the same time. The course of these struggles
attracted extensive attention from the international press and the trade union movement
outside China.*

Daging was — and to some extent still is — a politically significant and
economically important city. Its name translates into English as ‘big celebration’,
symbolising the relief which the discovery of oil there in 1958 brought to a government
that was on the verge of bankruptcy (HRW [Pringle], 2002: 27). In 2002, even with
reserves in the oilfield running low, Daging still met almost thirty per cent of China’s
oil requirements (HRW [Pringle], 2002: 27). The opening up of the field in the late
fifties occasioned a significant and still-remembered propaganda exercise as the
commitment and sheer hard work of Daqing’s first generation of oil workers were held
up as examples of a superior socialist work ethic (HRW [Pringle], 2002: 27). Almost a
quarter of a century into the reforms, Maoist icons such as Iron Man Wang and Lei
Feng still carried huge symbolic weight among many of China’s older workers, as the

oilmen I talked to in Daging were quick to point out.

% For example, the April 2002 meeting of the ICFTU’s China Working Party was devoted in its entirety
to the unrest, especially in Daging.
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Look! [Pointing to the riot police jogging in formation around Iron Man Square]

Do you know what they’re doing? They are repressing the spirit of Daging —

the spirit of Old Wang. Those country boys have no idea what we went through

to build this town and, for that matter, to build socialism. (Interview, Daging,

28 March 2002)

When more than 50,000 of the city’s oil workers took to the streets around Iron
Man Square in protest against a comparatively generous one-off redundancy deal
(HRW [Pringle], 2002: 30), the state faced the most significant challenge to the
direction announced five years earlier at the Fifteenth Party Congress. The Daging
protestors and the traditions they represented seemed to challenge not only SOE
restructuring but by extension, the legitimacy of the Party’s entire reform programme.
Thus far, the authorities had successfully managed the dislocated protests of workers
by employing a carrot and stick policy. This involved targeting, and if necessary,
imprisoning coordinators and organisers while persuading the mass of workers to
return home with a small pay out and promises of more later (HRW [Pringle], 2002:
35). But conditions in Daging were more serious: First: the Daging workers had signed
up to a one-off agreement based on seniority, known as mai duan gongling. This
arrangement had become increasingly common as the xiagang or phased redundancy
policy reached the end of its political shelf life. At the stroke of a pen, all connections
with PetroChina were severed and by spring of 2002 the workers began to question the
legal validity of the deal. Second, the relative affluence of former key energy sector
workers and the brief appearance of an independent provisional trade union committee

meant that the protestors were in a position to reject any carrots from the government
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and hold out for longer — more than six weeks. The Heilongjiang provincial
government deemed the situation serious enough to deploy truckloads of troops to the
outskirts of Daging as both a precautionary and intimidating measure against the
protesters.

A few hundred kilometres south, a four-year campaign against the corrupt
bankrupting of the Liaoyang Ferroalloy Factory (LFF) in Liaoning province came to a
head on 18 March when approximately 30,000 mainly laid-off workers from twenty of
the city’s SOEs marched in rare solidarity with 4,000 laid-off LFF workers (HRW
[Pringle], 2002: 22).%! In Fushun, sustained protests began in mid-March 2002, when
up to 10,000 laid-off workers, mainly from the coal mines, were joined by laid-off
workers from cement, steel, and petrochemical factories and blocked the railroad and
the main road into Fushun over inadequate severance payments (HRW [Pringle], 2002:
34).

These disputes received widespread attention from the international trade union
movement. International Trade Secretariats such as ICEM, that had previously
maintained good relations with the ACFTU, issued a press release pledging support to
the short-lived provisional union committee in Daging (ICEM, 2002). At a meeting of
the ICFTU’s China Working Party, one delegate expressed the view that ‘after Daqing,
everything is different’ (Interview, Hong Kong, 15 March 2002). However,
international support for the protests underestimated the state’s capacity to handle this

unrest without resorting to violence on a 1989-scale and also — unlike the CPC

% The Liaoyang authorities admitted the bankruptcy process had been corrupt and the Director of the
Liaoyang Ferroalloy Factory, Fan Yicheng, was eventually arrested (HRW [Pringle], 2002).
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leadership — failed to grasp the fact that material conditions for more effective
resistance, such as strikes and solidarity strikes, remained largely absent.

The state’s response to the protests was basically to hold the line. Further
politicisation of the situation was avoided by refraining from a massed physical attack
on the workers involved while simultaneously targeting their leaders with snatch
squads and detentions. In this respect, the basic policy to ‘seek progress while
maintaining stability’ was upheld (Hong Yung Lee, 2000: 914-937).% Two years
earlier, in 2000, regulations issued by the Ministry of Public Security had instructed
local police forces not to treat workers’ protests as a political threat but rather as a
result of the rapid pace of political and economic change. An accompanying circular
stressed that in the main such incidents were to be handled as crowd control issues and
not political incidents (Ministry of Public Security, 2000). Although there were dozens
of temporary detentions, there were no reports of workers’ representatives being
arrested, formally charged and given prison sentences in Daging.* Even though a
provisional trade union committee representing the laid-off oil workers was said to
have been established (ICEM, 2002; HRW [Pringle], 2002: 30), there was still no
Tiananmen-style attack on Iron Man Square as the security forces succeeded in driving
the organisers sufficiently deep underground rendering them ineffective as an
organising committee. The presence of troops on the outskirts of town and riot police
in the Square itself was correctly deemed sufficiently intimidating. On the other hand,

events in Liaoyang show the other side of this policy. Where workers’ representatives

%2 Of course, at the level of actual implementation, there were mistakes, exceptions and degrees within
this overarching policy of caution.

% This is not to say there weren’t any. A media blackout made it extremely difficult to obtain and verify
information on arrests.
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successfully organised sustained cross-enterprise demonstrations or contact with
groups outside China, they could expect arrest and prison sentences, as was the case
with the Liaoyang Two — Yao Fuxin and Xiao Yunliang (HRW [Pringle], 2002:3).

The Party’s absolute priority was one of containment and avoiding actions that
might result in solidarity protests beyond the immediate locality and even strikes. The
potential for such a course of events to unfurl was briefly highlighted by the ‘learn
from Daqing’ slogans employed by protesting laid-off oil workers from the Shengli
oilfield in Shandong province later in the same year (HRW [Pringle], 2002: 33). Back
in Daqing government officials and PetroChina’s directors went to great lengths to
ensure that the protests did not spread to oil workers still in work i.e. were not
transformed into strike action, a situation that would have added fuel to a fire already
‘permeated with class consciousness’ (Chen Feng, 2006: 42) albeit looking back
towards tradition, and sustained by Cai’s well-educated organisers (Cai Yongshun,
2002: 327-344). The presence of demonstrators in Iron Man Square was embarrassing
and nerve-racking for the government, but handled correctly it needn’t impact on
production and for the most part it did not prevent the rest of the city from carrying on
its business. Indeed, as the protestors’ numbers gradually dwindled over the six weeks,
local PetroChina officials grew in confidence. Towards the end of the movement, one
labour activist reported that

Right now the oil company is concentrating on public opinion and sowing

discord among current and former employees. At the point of writing, the

March bonus has not been issued and the company’s explanation to all
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employees has been, ‘this is a direct result of the demonstrations. Go ask the

protesters’. (Pioneer Monthly, 2002: 6)
Earlier on in the dispute, not paying the March bonus would have risked escalating the
dispute, but by mid-April the size of the gatherings in the Square had declined
markedly and morale had dropped after nearly six weeks of tension. A shopkeeper on
the edge of Iron Man Square told me that

[1]t is more or less over now. It is hard to keep everyone together after all these

weeks and some of the ordinary people (laobaixing) do not support them

anyway. In my opinion, they should never have signed the redundancy deal in

the first place. (Interview, Daging, 28 March 2002)
The people taking part in these protests included Cai’s laid-off workers, Hurst and
O’Brien’s pensioners and, albeit briefly, the employed workers facing an uncertain
future who joined the LFF demonstration on 18 March. The scale and sustainability of
the actions as well as their relative geographical proximity seemed to offer the prospect
of a movement. But while it is not possible to draw definitive conclusions due to the
constraints on fieldwork, the absence of strikes and the momentum that they
necessarily produce was a key factor in the state’s favour. Participants were, by and
large, already laid off from the workplace itself. As we have discussed, production
itself was rarely affected and as such enterprise leaders did not need to negotiate with
their former employees, essentially reducing the protests to a matter of crowd control,
albeit with significant political implications should they be badly managed. Apart from
blocking roads and railway lines, a course of action that invariably drew forceful

intervention and arrests from the People’s Armed Police, the majority of state workers’
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actions did not, in the final analysis, have the capacity to directly impact on production
itself simply because, as one veteran labour academic observed, there was ‘no work to
strike against” (wu gong ke bal!) in most cases.

Perhaps ironically, the brief coming together of different categories of workers
in Liaoyang, and the sheer size of the demonstrations in Daging, actually demonstrated
the capacity of phased redundancies — xiagang — to achieve its aim of strangling a
potential labour protest movement at birth between 1997 and 2002. The different
categories of laid-off workers such as early retirees, internally laid-off workers,
workers placed on extended leave, external laid-off workers and, towards the end of the
first phase of restructuring, those offered one-off redundancy deals (mai duan gongling)
tended to dramatically reduce a sense of cohesion among different groups of laid-off
workers.** The 30,000-strong cross-enterprise demonstration in Liaoyang on 18 March
2002 was the exception rather than the rule. As Lee has noted, it was much more
common for workers to confine their protests to their own specific group:

Beneath the surface, variation in worker grievances is the common pattern of

worker unrest organized around localized, bounded work units or their

subgroups, whose boundaries are defined and fractured by state policies. (Lee

Ching-kwan, 2007: 120)

And the state’s application of targeted repression and concession did nothing to break

down these divisions within the working class.*

* The workers | spoke with in Daging described themselves as laid off, although legally speaking they
had signed away their relationship with PetroChina.

* In a telephone conversation with Han Dongfang, a Daqing workers’ representative was indeed highly
critical of China Labour Bulletin’s linking of the protests in Daqing and Liaoyang. As Han pointed out,
the criticism was certainly not in the ‘spirit of solidarity’ (tuanjie de jingshen). Indeed on his radio show,
Han went to considerable lengths to demonstrate the importance of worker-to-worker solidarity. On one
occasion, he recorded Hong Kong trade union organisers attending a local protest against low wages
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The Unions and Restructuring

The role of the ACFTU in all this was marginal as far as workers were concerned.
While it is notoriously difficult for trade unions to resist redundancies, the ACFTU at
no point entertained an intention to resist them, at least not in public. And if unions are
constrained by the objective realities of unemployment, the ACFTU was further
handicapped by its subjective acceptance of Party leadership.

The most important slogan that emerged from the Fifteenth Congress was
‘calyuan zeng xiao’ (shed jobs to increase efficiency). The response of the ACFTU to
the job losses was naturally premised on its role of explaining Party policy, which
deemed all except the very large SOEs inefficient and in dire need of downsizing or
closing down altogether. As a consequence, the cities came under enormous pressure to
provide employment opportunities. In 2002, the Ministry of Propaganda and the
MOLSS released a joint document in which they estimated the period of the Tenth
Five-Year Plan (2001-2005) would see an average annual urban shortfall between jobs
available (between seven and eight million) and job-seekers (between twenty-two and
twenty-three million) of fourteen-fifteen million (CPPCC Propaganda Department and
MOLSS, 2002). Thus, the union found itself pincered by neo-liberal influenced
policies on the one hand and state socialist models of trade unionism on the other. As
we have seen, the ACFTU acquiescence to Party priorities has not always gone
unchallenged, but opposing the mass lay-offs would have left the union politically
isolated, barring the emergence of a sufficiently strong opposition from within the

Party leadership. There was opposition from the Party old guard who wished to

singing a Cantonese version of ‘Solidarity Forever’. The rendition was broadcast into mainland China
during a radio show.
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preserve the SOEs as bastions of Chinese socialism, but the reformers’ victory at the
Fifteenth Congress along with China’s entry into the WTO had reduced their voice to
an echo of the past. The result was a Catch-22 situation that the ACFTU was ill-
equipped to resolve beyond attempting to alleviate the impact of unemployment on
both its traditional membership and its own officials — which is precisely what it did.
Between 1995 and 1999, ACFTU membership declined by sixteen million,
from 103 million members to eighty-seven million members (Jiang Hong, 2002). As
restructuring deepened, trade union branches were merged into enterprise-level Party
cells and many full-time trade union officers were either laid off or had their union
time cut as they were forced to take up non-union posts and/or work in the leftover
Party cells on tasks unrelated to union business. Much of this new work was the
complete opposite of their traditional task of promoting the welfare of their members.
Meanwhile at the national level, union policy was increasingly focused on membership
drives in the private sector as it followed the shifting terrain of labour unrest and the
potential competition it faced from NGOs that were springing up in the private sector
where the ACFTU was basically absent. The work of NGOs was considerably boosted
by the space opened up following the Hu-Wen leadership’s promise to improve the
lives of the peasantry and migrant workers and the media focus on migrant workers.
All this was in stark contrast to the paucity of reports on the plight of SOE workers and
the success stories of laid-off workers transforming themselves into chirpy market
traders, child minders, dog walkers, noodle stall holders and a whole host of
occupations that made up an expanding eighty million strong informal sector (PLA

Daily, 2004).



160

Up until 2003, the main thrust of ACFTU basic work was outside the actual
workplace and focused on the establishment of support centres for ‘workers
communities in need’ (kunnan zhigong qunti). These centres were called Workers
Support Centres (kunnan zhigong bangfu zhongxin) and targeted laid-off or
unemployed workers whose basic livelihood needs were not being met. According to
the Workers’ Daily, many of those who received assistance were facing severe
difficulties in finding re-employment and owed considerable amounts of money in
unpaid wages and medical costs from bankrupted SOEs (Zhou Yuging, 2002). Most of
the Workers Support Centres (WSC) were established between 2002 and 2003
following the Ninth Presidium Meeting (expanded) of the ACFTU Thirteenth Congress
in September 2002, that included a discussion on the experience of WSCs in the city of
Tianjin (Fu Lin, interview, Beijing, 12 February 2006). The conference ended with a
call to set up 200 such centres within three years, a call that was quickly upgraded to an
opinion when the union released the ‘ACFTU Opinion on the establishment of
Workers Support Centres’ in January 2003 (Beijing Federation of Trade Unions,
2002).% By November 2005, the union had established WSCs in ten provinces, 329
cities and more than 1,600 counties. By June 2005, city-level WSCs had issued just
under 1.5 billion yuan to workers (Pan Yue, 2005). In 2005, the Workers’ Daily
summed up the main tasks of the centres, some of which directly replaced the Re-
employment Centres (zai jiuye zhongxin) that SOEs were in theory meant to provide
for laid-off workers, although in practice many of these centres were ‘ghost towns’.
First of all, the WSCs provided employment introductions and retraining and were an

integral part of the union’s ‘three-year three one and a half million’ (san nian san ge

% <Zhonghua zong gonghui guanyu jianli kunnan zhigong bangfu zhongxin de yijian’.
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yibai wushi wan wan) employment project that aimed to provide training to 1.5 million
laid-off or unemployed workers, employment introductions to another 1.5 million and
re-employment to a further 1.5 million (Qiao Yu, 2005). Second, the centres were to
provide livelihood assistance, including medical costs and children’s education costs.
Third, was the provision of advice and direct assistance to workers who had found
work and came to the centres petitioning the union for help following rights’ violations.
The response included sending teams to relevant work unit (danwei) or government
departments to negotiate a satisfactory outcome. Finally, the WSCs were to provide
legal assistance and/or advice to workers who were pursuing claims through legal
channels.

The ACFTU’s own statistics suggest that the WSCs had an impact, although as
always caution is required when reviewing union statistics pertaining to the meeting of
quotas. The Workers’ Daily reported that by September 2004, the union at all levels
had organised over 11.4 million job introductions; provided over two million training
sessions to laid-off or unemployed workers; and helped to find work for just over two
million workers (Qiao Yu, 2005). In 2004, the union issued over four billion yuan to
over 3.5 million cases involving hardship, an increase of thirty-six per cent on 2003
(ACFTU Trade Union Rights Bluebook, 2005). By the end of 2004, the ACFTU had
set up 2,990 legal assistance services staffed by a total of 9,976 people, 766 of who
were qualified lawyers (ACFTU Trade Union Rights Bluebook, 2005).

As the first half of this chapter has demonstrated, there is little doubt that if
ACFTU cadres had played a more active role in defending their members’ jobs and

direct interests, they would have been slapped down. In the fifties and perhaps even
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more strikingly in the 1989 Democracy Movement, during which the trade union made
a large financial contribution to hunger-striking students in Tiananmen Square, trade
union expressions of support for protests or alternatives to state policies led to severe
reprimands or dismissals of ACFTU cadres and purges at the top. Likewise, as
restructuring deepened, the union lost tens of thousands of enterprise cadres. There are
incidents of union cadres being involved in protests but rarely in an officially-
sanctioned capacity. It should not surprise us that the organisation concentrated on
charity work outside the workplace as opposed to organising in it.

Unlike the growth of the private sector, the restructuring provided few
opportunities for trade unions to reform past practices. While the Party has encouraged
the unions to improve representation in the private sector, this was not an issue in the
former public sector. Indeed, better representation of workers who the Party was
officially encouraging to ‘liberate [their] thinking’ (jiefang sixiang), jump into the sea
of society (xia hai) and basically swim for it, would have been an unsolicited and
unwanted constraint on a central theme of the reform project. The resistance to
restructuring at no point appeared strong enough to mount a coordinated challenge to
ACFTU passivity and, by implication, restructuring itself. Indeed, the short-lived
attempt to roll back economic reform by Party conservatives in the post-1989 climate
(Naughton, 1995: 275) demonstrated that there were no powerful elements within the
CPC who might have exploited worker activism to push through a political change of
direction.

In sum, the state’s careful management ensured that it was in a position to sit

out the protests during the period 1997-2002 and beyond. If laid-off workers had been
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more successful in making common cause either with each other, or, even more
effectively, with workers still in work, there is little doubt that the politics of the
situation would have been much more potent. As it was, policy and the absence of
freedom of association were sufficient to prevent a movement from emerging out of
multiple instances of localised resistance. The state’s priority of rapid economic
development was not seriously challenged on the national or even provincial level.
Positioning Resistance to State Sector Restructuring

In general, the focus of collective labour actions against restructuring was not the
workplace as such, but rather the social ‘spaces’ around it. As we have seen from the
literature, workers were very often very angry about the potentially volcanic issues of
corruption (HRW [Pringle], 2002), pensions (Hurst and O’Brien, 2002) and xiagang
livelihood stipends (Solinger, 2001) all against a backdrop of loss of status and
declining living standards (Zou Zhongzheng and Qin Wei, 2001). Demands almost
always related to services previously delivered via the danwei: access to schools for
workers’ children, hospitals and medical care, housing and housing repair subsidies
and heating allowances were demands that regularly featured on workers’ home-made
banners. One slogan — ‘we want to eat’” — in particular epitomised the sense of
abandonment, although my own conversations with laid-off workers suggest that it was
widely misunderstood outside China. While a dramatic drop in living standards was all
too often the result of xiagang, especially for those households with two laid-off
breadwinners, this slogan was generally misinterpreted by the western media as a sign
of pending starvation that simply was not the case. In fact it was a reference to the ‘iron

rice bowl’ and its livelihood-related subsidies that the danwei era had mostly provided.
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The actions of these workers had an international significance. While some US
unions were positioning all Chinese workers as helpless frontrunners in the ‘race to the
bottom’, others have argued that SOE workers resistance was widespread but
constrained and dispersed (Chen Feng, 2003; Lee Ching-kwan, 2007; Philion, 2007;
Clarke and Pringle, 2009). Writing on the successful struggle to reverse a takeover of
the Zhengzhou City Paper Mill by organising around the factory’s staff and workers’
congress, Philion argues that the workers’ leaders’ policy of borrowing to reduce the
mill’s inherited debts was essentially a lost opportunity to develop a credible
alternative to restructuring and privatisation by deepening the direct participation of
rank and file workers in the management of the reacquired mill — and presumably
cancelling the debts. Such a strategy could, Philion argues, have been held up as an
example to other SOE workers struggling to hold on to — or retrieve — SOE factory
property in the face of institutional financial constraints (Philion, 2007: 47). The mill
workers had successfully used the staff and workers’ congress to legitimise their
protests — as they did in Daging, Liaoyang and many other cases — and even regained
ownership of the enterprise. The cost was high: four workers’ representatives — the
Zhengzhou Four — were imprisoned. Similar struggles against capital in the city led to
battles with migrant workers hired to physically attack workers.

This guy is a major capitalist and [he] promised a cash infusion and to

modernize the plant’s equipment, manufacture new products and start new

projects. They promised jobs and higher wages but nothing came of it ... and
the government was silent ... migrant workers were paid fifty yuan a day to

beat up the workers. They hired hundreds of migrants. (Jiang Xueqin, 2005)
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The struggles in Zhengzhou were framed in a Maoist egalitarian spirit directly
inherited from the danwei. Although the course of events in the North-East was
different, the same spirit infused the workers’ handbills handed out in Iron Man Square
and local neighbourhoods in Daging in the spring of 2002 with titles such as
‘Retrenched Workers Cherish the Memory of Chairman Mao’ (Pioneer Monthly, 2002:
17). In Liaoyang too, workers marched through the streets carrying pictures of
Chairman Mao (HRW [Pringle], 2002). And so we are back with Chen: ‘strategic
though it might be, workers’ efforts to base their demands on old official norms has
actually prevented them from redefining their interests in the market economy’ (Chen
Feng, 2006: 60).

In this context, the state’s refusal to refer to restructuring as ‘privatisation’,
even when this was clearly the case, had an impact on the resistance. Privatisation was
only one means employed to push through restructuring, alongside gufenzhi or
‘shareholderisation’ whereby employees were ‘offered’ — sometimes on pain of
dismissal — to buy shares in their SOE, mergers 