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How is the character of contemporary
economic development in China illuminated
by recent collective labour experience?
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China’s Economic Growth
Rapid Development

China is an enigma of development. Prior to Mao’s death in 1976, the
country operated under Maoism. Deng Xiaoping took over from Mao
in 1978 and was able to stabilise China’s economy and bolster growth.
This was achieved through a number of market-oriented, as well as
agricultural, policies which aided China’s rapid growth between 1978
and 1984 (Lin 1992). This also included population control, such as the
controversial one-child policy (Zhu 2003). Agricultural reform allowed
market forces greater control in grain production, providing increased
food security and profits for farmers (Lin 1992, p.39). Labour market
reforms led to abolition of agricultural communes, which meant a
switch to job creation in the rural private sector. They also brought
forth the end of ‘lifelong employment’, namely a guaranteed job in
state owned enterprises (SOEs) (Traub-Merz 2011).

China also used the colossal force of contemporary globalisation
to increase national income. Due to increasing globalisation, countries
could now outsource production as liberalisation re-emerged
throughout the latter half of the 20" century, which in part led to the
deindustrialisation of developed countries like the UK and the growth
of manufacturing in developing countries, as was experienced by
China. It increased exports through export processing zones (Traub-

Merz 2011).
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China had a ‘comparative advantage’ in manufacturing as there
was an abundance of unskilled labour and low wages (Ricardo 1817).
The theory of comparative advantage was developed by David
Ricardo. It states that if a country can produce a good at a lower price
than its international competitors then it should specialise in the
production of that good and trade, using the revenue to import goods
that it cannot produce at a low cost. This concept was furthered by the
‘Heckscher-Ohlin (H-O) model’ of international trade, or ‘factor
abundance' model, that states that an economy would specialise in the
production of goods that takes advantage of the abundant factor of
production (Ohlin 1935; Heckscher 1949); in China’s case, cheap
labour. Thus, we see how China’s export market was fuelled, in part,

by an abundant supply of labour.
Structural Change

The Lewis model of structural change is a classical model of economic
development theorised by Arthur Lewis (1954). Figure 1 graphically
illustrates the model. It maps out the movement from a traditional
agricultural economy to a modern manufacturing economy utilising
‘unlimited supplies of labour’. It begins with an unproductive
agricultural sector and an underdeveloped industrial sector. In the first
phase of the model, the amount of labour working in the rural
agricultural sector is so high that the marginal product of labour (MPy)’
is zero and there is a constant wage. Investment, and capital
accumulation, in the manufacturing sector creates jobs which can be
occupied by the surplus agricultural labour at the constant wage. As the
MP. of the agricultural sector is zero there is no loss of output. In the
second phase, profits from the manufacturing sector are reinvested, in

China’s case by the state, and thus capital increases which provides

! The output produced by one additional worker.

2



eSharp Issue 22: Dialogues Across Decades

more employment opportunities. Throughout the second stage wage
pressures have increased the industrial wage.

However, during the third phase the supply of surplus labour has
diminished and the agricultural MP. is positive and increasing (as
illustrated in figure 2), thus there are increased wage pressures as there is
now labour scarcity. This is the ‘commercialisation stage’ of the
economy, as there is now an established manufacturing sector and a
productive agricultural sector (Little 1982; p. 92; Chan 2010). Overall
the Lewis model views labour as a factor of production that allows
developing economies to accumulate more capital for growth. This was
the case in China from 1978 onwards, until recently when the Lewis
turning point was reached (Islam & Yokota 2008; Zhu & Cai 2012). It
is debateable whether the turning point has been reached, some would
argue that the Lewis turning point will not occur until 2020 or later
(Das & N’Diaye 2013). This paper shows evidence that the Lewis

turning point has been reached.
28 Years Later

The years since Mao’s death have seen the emergence of China as a
superpower. One of the greatest changes has been the movement from
a socialist economy towards a capitalist society. Experts believe it won’t
be long until China is the biggest economy globally, with estimates
ranging between 2016 and 2028 (Moulds 2012; Jacob 2013; Matthews
2014). GNI per capita, PPP (purchasing power parity) at current
international dollars, increased from $250 in 1980 to $9040 in 2012
(WDB 27/2/14). Living standards have increased, and life expectancy
(in years from birth) increased from 43 in 1960 to 75 in 2011 (WDB
27/02/14). However, prior to 1994 we did not see a parallel increase
between GDP and real wages. Indeed this was exacerbated by the state-
controlled fixed exchange rate dampening the relative value of the

Yuan against foreign currencies (Peston & Knight 2013, p.273). This
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policy allows perpetually high export demand to continue, though it
inhibits workers’ purchasing power.

The high demand for Chinese manufactured goods was in part
due to the deindustrialisation of the West and increasing global
liberalisation. The state facilitated this demand by establishing export-
processing zones and utilising them as ‘engines of growth’ (Chan 2013).
Some would argue that the spare labour capacity that existed in the
economy during China’s development led to a global ‘race to the
bottom’ in regards to migrant wages and working standards (Chan
2003). Though wages have increased over time, they have not
increased in-line with real GDP growth. Decentralised power to local
governments has led to high levels of inequality in some cases (Iredale
et al. 2001). China has been described as ‘the world’s greatest paradox:
a Communist state promoting extreme inequalities’ (Peston & Knight
2013, p.275).

This rapid development has not been without its social problems,
the most famous of which being the 1989 Tiananmen Square protests.
The 1989 protests involved the action by the ACFTU (All-China
Federation of Trade Unions) as well as independent student protests

(Chan 1993).2

Rural/Urban Split
Labour Migration

One of the most important trends extrapolated from China’s almost
unique development is the rural/urban split that has manifested,
highlighted by the Lewis Model (1954). This built upon Boeke’s
theory of ‘dual society’ or ‘dualism’ (1952). A society governed under

one social system is known as a homogenous society, whereas a dual

2 Despite China’s rich trade union history, this paper will only focus on the recent
collective labour experiences that illuminate the character of contemporary economic
development in China.
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society is where two social systems exist in tandem. In China’s case, this
phenomenon is most marked between the rural and urban sectors.
Boeke discusses how one of the social systems could have been
‘imported from abroad’ (1952), in China’s case export-led growth
strategies and the expansion of the manufacturing sector increased the
rate of socioeconomic change in the urban sector.

Between 1979 and 2003 it is estimated that the urban population
increased by up to 222 million people, an increase of roughly 10
million annually (Zhang & Song 2003). In 2006 it was estimated that
there were 130 million rural migrants (Shi, 2008). The main reasons for
this migration were the wage differential (Zhao 1999) and surplus
agricultural labour (Roberts 2000), as predicted by the Lewis model.
Rural migration is inhibited by the Hukou (household registration)
system which registers residents to a certain place, usually his/her place
of birth (Cheng & Selden 1994). It also requires any migration
movements to be approved by both local governments of the origin
and the destination. Access to public and social services is dependent on
the Hukou a citizen is registered to, and rural residents have no
entitlement to employment, healthcare, housing, pension or food
subsidies (Zhang & Song 2003). This has led to the marginalisation of
rural workers and, in turn, a rural/urban split (Wong et al. 2003). As
the Lewis model hypothesises, it was the rural workers that made
China’s increased investment and capital accumulation possible.

Another factor that has led to the marginalisation of rural workers
is the decentralisation of government power that occurred during the
post-Mao era (Iredale et al. 2001). Decentralisation has made it difficult
for local governments to implement new laws and ‘notices’ from the
central government, which, in turn, slows reformation. For example,
notices urging local governments to provide education for the children
of migrant workers have been largely ignored (Zhang & Song 2003).

Local governments fear that enacting notices and laws may inhibit the
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investment climate and lead to economic losses (Tan 2000). Arguably
actions to limit rural to urban migration were necessary as mass exodus
of the rural areas can lead to the collapse of the agricultural sector

(Boserup 1965).
Working Conditions

Many rural migrant workers suffer atrocious working conditions. In
2002 the average wage for rural workers was only 58% of the average
wage of urban workers (Shi 2008). This paper has already covered
migrant workers” lack of job security, 84% of whom have no formal
contract (Cooke 2008). 80% of rural migrant workers work 7 days a
week and each day is longer than that of an urban worker (Shi 2008).
Many rural migrants live in substandard dormitories provided by their
employers which lack space, furniture or sufficient sanitation facilities
(Cooke 2008).

Over 80% of work-related injuries in non-state owned industries
involved migrants. The majority of the injuries were in the
construction, mining and manufacturing industries, which all employ a
high number of rural workers (Cooke 2008). There are also the long-
term health problems that can arise many years after their initial cause.
A prominent example in China is the respiratory problems caused by
drilling and mining. Pneumoconiosis can develop up to ten years after
exposure to industrial dust. It is estimated that there are six million
people suffering from this disease in China who have received no aid
(Hui 2013). Up to 55 people have already died of pneumoconiosis in
Leiyang, and many more are said to be contemplating suicide (Rui
2013).

The current situation regarding rural migrant workers has been
heavily criticised. Some have even compared it to apartheid (Luard
2005; Economist 2011; Park & Xu 2012). There have been social

tensions between urban and rural workers, similar to situations
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involving foreign migrants in developed countries (Miles 1982; Castles
2010). Others have argued that the systems are historically and
ideologically different (Alexander & Chan 2004). Rural migrants can
be viewed as ‘industrial citizens’ (Fox 1966; Mason 2007). Standing
would refer to them as the ‘precariat’ due to their under-representation
by trade unions (2011). The term precariat refers to a ‘new social
working class” of citizens that can only gain intermittent employment
and lack job security, not too dissimilar from the ‘proletariat’ (Marx &

Engels 2002).

Trade Unions
Trade Union Formation

The difference between trade unions in capitalist and socialist systems
should be noted. The former have a pronounced ‘representative role’
while the socialist trade unions have a ‘directive role’ (Clarke 2005).
This traditional directive role of the ACFTU was threatened when the
Communist Party of China (CPC) dismantled the state-socialist system
in 1989 (Chan 1993).

Rural migrants were banned from joining unions in 1948.
However, the 14" ACFTU Congress amended this in 2003 (Traub-
Merz 2011). Between 2006 and 2008 the membership of the ACFTU
increased by 41% from 137m to 193m (Metcalf and Li 2006; Economist
2008). It increased again by 24% to 239m members in 2010; of this
88.547m are migrant workers (ACFTU 2010). Membership increased
by a further 17% between 2010 and 2013, bringing total membership
to 280m, 109m of whom are rural migrants. Nearly one in five are part
of the ACFTU (Global Times (a) 2013).

Despite its size, it has been said that the ACFTU has very little
power (Chan 1993; Chen 2003; Metcalf & Li 2006). Throughout its

history, since the union was established in 1925, it has had its influence
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diminished by the state. The first major incidence was soon after
liberation when the ACFTU tried to establish itself independent from
the party, which was not permitted (Chan 1993). The second major
conflict occurred during the Hundred Flowers period (1956-57), which
saw many union bosses and activists imprisoned (Chen 2000). The
most violent conflict was during the Cultural Revolution, even more
so than the 1989 protests of Tiananmen Square (Chan 1993). The
general trend has been that when the ACFTU tries to increase its
influence, or protest its position, it is quashed by the government.

The duty of the ACFTU is to safeguard the legitimate rights and
interests of workers, although this is diminished by the ACFTU’s role
in protecting the interests of enterprises (Traub-Merz 2011). The
ACFTU also has the role of promoting economic development and
long-term social stability, which again conflicts with the protection of
workers’ rights (ACFTU 2008). Mediation is tripartite and thus the
unions do not side with workers. Instead, they act separately and have a
conciliation role as a neutral party (Traub-Merz 2011). Indeed, unions
do not legally have the right to strike, nor are they allowed to be
actively involved in conflicts. Instead, their duty is to keep production
going. As such, many transnational companies (TINCs), like Wal-Mart,
resist unionisation efforts (Cooke 2008). The ACFTU takes advantage
of the fact that its leaders double as party officials and uses their position
to lobby for greater labour protection. As a result, it has been able to
give labour expanded legal protection against the abuse of employers in
2008 (Traub-Merz 2011). Arguably this has reduced the ACFTU’s role
as a conflict mediator; workers have a greater propensity to seek

resolution through the courts.
Trade Union Action

Recently, trade unions have been working more to protect rural

migrants in regards to their working and living conditions. They have
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done this through self-guarding legal rights, job training programmes,
job assistance, start-up guidance, subsistence support and reliet (People’s
Daily Online 2009). In 2009 1.1148 million rural migrants received
training, while 1.2167 million were covered in a scheme to protect
rights (Guangping 2009). Five million migrants received employment
aid and another five million have been included in legal aid service
(People’s Daily Omnline 2009). In 2013 the ACFTU claimed to have
helped migrant workers reclaim $1.19 billion in unpaid wages (Global
Times (b) 2013). The China Society for Human Rights Studies
(CSHRS), an NGO established in 1993, has had a greater involvement
in the protection of rural workers’ rights in recent years (Guangping
2009) though, arguably, such actions may be merely superficial so that
peaceful industrial relations are maintained.

The ‘Honda Dispute’ is a great illustration of the ACFTU’s and
other trade unions’ ‘double identity’ as an instrument of the state under
the CPC’s leadership and as a labour organisation nominally
representing workers’ interests (Chen 2003). The ‘Honda Dispute’
refers to the strike at the Honda Auto parts Manufacturing Ltd.
(CHAM) plant in Foshan, May 2010 (Chan & Hui 2012). The workers
had greater bargaining power due to the skills necessary for the
production of transmissions; they were not easily replaceable (Martin
2010). Despite the skills required, the workers’ wages were barely
above minimum wage. 1,800 workers were involved in the strike that
lasted 17 days (Chan & Hui 2012). CHAM was reluctant to negotiate
and instead tried to intimidate workers, sacking two of the strike
leaders. Intimidation was unsuccessful so a small wage increase was
offered, though this was rejected as it was well below the wage
demanded (Martin 2010).

Protesters claim that during the strike trade unions were not on
their side and instead tried to coerce employees to return to work

(Chan & Hui 2012). When this failed it is said that 200 trade unionists
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were deployed and that physical violence ensued that placed some of
the workers in hospital (Martin 2010). After this failed, CHAM offered
to negotiate with the employees and on June 4™ a resolution for a wage
increase of 32.4% for workers and a 70% increase for interns, though
calls for the enterprise’s democratic reform were rejected. Overall, the
Honda dispute illustrates the dual identity of the trade unions and also
shows that they do not always protect the interests of their members.
Overall, critics argue that the ACFTU, and other trade unions,
are a ‘pliable instrument of the state’ that satisfies the state’s goals
instead of the interests of labour (Chen 2003, p.1007; Metcalf & Li
2006). They argue that trade unions cannot resist state policies nor
mobilize workers in protest This is so that industrial peace is maintained
and foreign investors are not scared off. Chen contends that prior to the
market reforms of the 1980s the ACFTU did not fulfil its
representation function as it had been absorbed by the state (2003). In

recent years the double identity of the trade unions has been observed.

Collective Action
Labour Strikes

Pearl River Delta (PRD) was one of the first export-processing zones
in China, and also an arena for many labour conflicts (Chan 2013).
Many of the workers in the PRD were migrants and working
conditions were very poor, due to this there were ‘wildcat’ strikes
staged (Chan 2013). Wildcat strikes are protests that are orchestrated
outside trade union channels. (Friedman 2013). Until 1982 the right to
strike was within the Chinese Constitution; currently strike action is
not regulated by law (Dongfang 2011). In 1986 there were nine small
strikes in the Shenzhen area, according to the Shenzhen Federation of
Trade Unions (SFTU) (Chan 2013). The ‘strike of silence’ at the Sanyo

Semiconductor Factory in June 1986 was most notable, as prior to this
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strikes were rare. The workers continued to strike despite being
granted a small wage increase. However, in the end those involved
returned to work and the leaders of the strike, Chan and Zheng, were
fired (Chan 2013).

Strike action can be categorised into two main types: defensive
and offensive. Defensive strikes are when workers take action to
maintain their current rights and interests (Chan 2013). An example of
this is when workers protested after the privatisation of SOEs (Levine
1997) or protesting capital flight as Chinese industry relocates to
Cambodia in search of lower wages (Elimer 2013). An oftensive strike
action is where workers strive for better conditions and fairer wages.
China has experienced both offensive and defensive strike action.

In the mid-1990s the number of labour protests began to increase
dramatically; 1.1 million people were involved in labour-related
demonstrations in 1995, increasing to 3.6 million in 1998 (Chen 2000).
Chen claims that these protests were due to subsistence crises and
managerial corruption. Workers were receiving below the minimum
living wage and their economic plight was exacerbated by managers
‘enriching themselves by stripping the assets of enterprises that workers
depend on for a living’ (2000, p.42; Ding 2000). Labour market
reforms were in part responsible for these strikes, as SOEs were
privatised and millions of workers were laid oft (Chan 2013). Workers
were less inclined to protest when employment was guaranteed (Chen
2000). Privatisation also brought poorer working conditions with
increased incidents of job-related injuries and disease (Levine 1997).

Figure 3 shows the increasing number of labour conflicts post 1996.
Increasing Collective Consciousness

China has experienced a greater number of wildcat strikes. Wildcat
strikes are common in part due to many union officials being appointed

by management which leaves workers with less opportunity to
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participate through official channels (Friedman 2013). Figure 4 shows
strike occurrence between 2011 and 2013 as well as the number of
successful strikes. It illustrates that there has been an increasing number
of strikes in 2013, especially during the summer months. Protests are
said to be encountering less brutality, a ‘more friendly police force’,
which is promising for those involved (China Labour Bulletin 2013).

Foxconn, the Taiwanese electronic company, has been involved
in a number of labour protests and controversy in recent years. The first
notable incident was when an employee committed suicide in 2009.
The company responded by increasing wages, but received heavy
scrutiny from the global media (Ramzy 2010). In 2010 there were
more suicides linked to the plant in Shenzhen, amidst the global
pressures there were further wage increases (Bloomberg News 2010).
More recently, Fonxonn’s employees have turned to collective action
for redress of grievance. In 2012, 3,000-4,000 workers went on strike
in Foxconn’s Zhengzhou Complex in central China, Foxconn has
attempted to deny such action took place (Buckley et al. 2012). In
2013 1,500 workers protested against capital flight in Foshan City,
while simultaneously 3-400 workers protested working conditions in
the Shenzhen region (Tang 2013). From the example of Foxconn, it is
evident that workers are experiencing a greater collective
consciousness.

‘Mingong Huang’ is a term that refers to the growing migrant
labour shortage in China (Chan 2013). Despite there still being an
abundant supply of those able to work in the rural areas, due to the low
wages and poor working conditions, rural workers are more reluctant
than they once were to migrate for work (Chan 2010). This shortage
has shifted power to the workers giving them an increased propensity
for collective action (Ruwitch 2014). It could be argued that this
suggests that the Lewis turning point has been reached, though others

state that this is not sufficient enough evidence (Knight et al. 2011).
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Increasing labour scarcity causes wage pressures, but evidence suggests
tor the meantime there is not a strong link between the two (Golley &
Meng 2011). On the other hand, given China’s reliance on rural
migrant labour it is likely that labour shortages will lead to wage

pressures and greater bargaining power for rural workers.

Conclusion

Overall, we have seen how China utilised the abundant supply of rural
labour, coupled with export-led growth strategies and increasing
globalisation, to promote rapid development (Chan 2010).
Throughout, this paper has alluded to the importance of the Lewis
model (Lewis 1954) for the analysis of China’s structural change since
1978. China’s development was partly built upon a strong
manufacturing industry that was fuelled by cheap migrant labour. The
increased industrialisation of the urban sector led to the increased
formation of a dual society (Boeke 1952), referred to as a rural/urban
split. We have seen the marginalisation of the rural migrants as they
endure poor working conditions and low wages (Wong et al. 2003). In
many industrial societies around the world it is the trade unions that
would protect worker interests. However, Chinese trade unions have
less power and a double identity in some instances (Chen 2003), which
means they have more of an incentive to satisfy the needs of the
industrial enterprises and keep production going, instead of protecting
the interests of workers.

It is due to this plight that workers have gained a greater
collective consciousness and this has manifested in an increasing
number of wildcat strikes calling for improved working conditions.
Not only have we seen increasing incidents of industrial action but
China is currently experiencing Mingong Huang, a shortage of rural
labour (Chan 2013). Over the last 28 years labour has become a

conscious social force, as opposed to just a factor of production, as
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workers are empowered by the realisation that they are what drives the
economy. China’s unique development was somewhat characterised by
the plight of the rural migrants, but recently the tables have turned as
workers find their collective voice. If China wishes to keep the
machine running then the rights of the workers need to be addressed,

because if one cog does not work the whole system breaks down.
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Figure 2- Agriculture value added per worker (constant 2005 US$)

800
700 //
600 /
500 /
400 /
200 T T T T T T T T T T T T T T T T T T T T T T T T T T
1980 1985 1990 1995 2000 2005 2010
(WDB 27/2/14)
Figure 3- Registered Labour Conflicts, 1996-2009
Year Number of Increase (%) Number of
cases average annual workers involved
1996 48,121 n.a. 189,120
2000 135,206 29.8% 422,617
2005 313,773 18.4% 744,195
2006 317,162 1.8% 679,312
2007 350,182 10.4% 653,472
2008 693,465 98.0% 1,214,328
2009 684,379 -1.3% 1,016,922

(Source: Traub-Merz 2011, p. 25)
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