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“aﬁﬂmg the L{mﬂ Rice Bowl’; Weifare Referms in
eeple s Repubhc Gf Chma

. B. ’LE‘UN’G“‘{ ‘

Bs TRAC T ;
‘cgmmon with most coﬁn‘éﬂes in the werid China g facmg an
sing demand for welfare. The free-market economic reforms of
st decade have dramatically transfermed social policy in China,
h is gradually retreating from an egalitarian and collective
préach and moving towards a pluralistic and ‘residual’ orientation.
w, widening income inequalities are accepteé as both necessary

‘ ‘saucz‘zo;\

€ question of how China, with a ﬁfﬁ} of the W(}r}d s gepuiatzen,
owedly and apparently tmswemmg%y a_ state socialist - society,
ponds to welfare needs and relieves human distress, is of growing
rest t{; social policy analysts around the world. In China, welfare
pmeﬂt is affected by three interacting factors; historical legacies,
list zdeoisgy and the process of economic. madermsatmﬁ The
tional Chinese welfare model centred on the famﬂy and kmsh;;}-
sed feiatmnsinps People looked to these informal networks. for
ance in times of difficulty. With a limited civil service, the 1 major
GﬁSihﬂi{} of the state was to maintain a harmonious and stable
onment. Only in times of natural disasters would the state
tribute relief assxstance in order to dem{mstrate the . patemaiistic
acern of the emperors towards their people.

- %‘sf%ien the Chinese Communist Party (CCP) came to pewer in i§4.9
Mao eéemg tried to intreduce a socialist system which was partly
tooted in traé;tmnai Chinese culture and partly reflected influences

ant gratﬁﬁﬂ m Prmessar Alan Waiker Hzm efsztjy Gi‘ Shef&eié f{}r iﬂs heigiui comments and
{;\&ragemeﬁi
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from the Soviet Union. The cherished egalitarian and collective values
created a basic welfare system described as the ‘iron rice bowl’. Sinc
1978, rapid industrialisation and development of the free-market
economy together with the concomitant prosperity ‘have brought
about a transformation of the demographic, economic and employ-
ment structure. In consequence, a broad range of looming social prob-
lems and unmet social needs have emerged. With high priority given
to economic growth, the CCP denounced the ‘iron rice bowl’ system
of welfare as an impediment to improvement in work incentives, effi-
ciency and productivity. Under the slogan of ‘dismantling the iron rice
bowl!’, major welfare ‘reforms’ were introduced in the '1980s. Thi
article serves to describe the transformation pmbess aﬁd dehneate th
treads Gf Weifare ﬁeveigpmeﬂt ~

THE IRON RICE BOWL BEFORE 1978
Shortly after the inception of the People’'s Republic of China in 1949
the country had to face a variety of social problems left behind by th
previous government. These included poverty, malnutrition, prostitu
tion, venereal diseases, gambling, begging, -crime, -the low status of
women, drug addiction and unemployment. For example, the ﬁ‘{l!ﬁbﬁ
of unemployed people reached 4.7 million, or 60 per cent of th
employee population at that time (Beijing Review, 4-10 Nov. ,‘19?}
p. 8). Ideological education and participation in productive lab:
were prescribed as effective means of rehabilitating people with thes
‘problems’ (Meng and Wang, 1986, pp. 293-5). Thereafter, the m
tion of social problems in China was regarded as an attack on, or a
denial of, the superiority of the socialist system. It was believed tha
social problems could no longer exist in a socialist society where
vate property had been abolished, class conflict and exploitation were
absent, and the common people were masters of the means of prodi
tion. In ‘addition, to cut itself off from Western influences, Wester
social science education and research pro;ests in umverss&es were
banded and  welfare gmgrammes 3pera§ed hy *mssmxzaﬂes were
nationalised. -
Meanwhile;  the  Labour Insurance Law {mamiy based GI} th
Leninist model) was promulgated in 1951 even though China
still at a very low level of economic and industrial development.
1949 industrial ?‘i‘(}dﬂcﬁi}ﬁ only accounted for 17 per cent of
GNP (Contemporary China Workers” Wage, Welfare and Soc al
Insurance Editorial Committee, 1987, p. 3). The Labour Insuran
Law reflected the intention {}f the Ciﬁﬁﬁsﬁ government (o sehczi :
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+ of urban employees for the communist regime and its national-
programme during a period of nation building and economic
overy. Introduced for the first time in Chinese history, the social
ecurity programme represented an a%gfeceéenzsd siatntsry ﬁemmzt—
and intervention in social welfare.
om then onwards; welfare, in its decentralised fcrm was %ased
-h individual work unit. Functioning as a self-sufficient ‘small
or ‘mini-welfare state’; the state-owned enterprises (SOE) pro-
_comprehensive, non-contributory, and from-cradle-to-grave wel-
fices to their employees. The system included a social security
jgramme, various allowances, and personal and collective welfare
s. Social security included benefits for sickness; maternity, work
invalidity and death, and old age (pensions). Not enly compre-
ensive in coverage, the benefit rates offered were considered rather
enerous (Chow, 1988). Allowances included subsidies on rent, food,
portation, bathing and haircuats, fuel, single child benefits; sanita-
and visits to family members living in other parts of the country,
,@ﬁefctive welfare services included nurseries, kindergartens, staff
ters, primary -and: secondary schools, clinics. hospitals, recre-
club houses; libraries, cinemas; canteens, etc. Personal welfare
included mediating in family disputes, promoting family plan-
counselling  delinguents -and * assisting  poverty-stricken house-
ds. It is noteworthy that occupational welfare covered only
oyees of the SOE, who constituted about 10 per cent of the eco-
ally active population during the m§é~193(}8 {8§ats Statistical
au (SSB), 1990, p. 113)
Sxpenditure on these welfare programmes was all included uﬁéer
‘ é};}eraa{mai cost of each individual enterprise and the SOE were
sponsible for their profits or losses. In a sense it was the state
ndirectly financed all the welfare programmes in the enter-
Purthermore, as the social security programme was neither
ed by individual contribution nor direct government taxation, it
t function as an insurance programme. Social security benefits
‘*ﬁﬁiéereé more as a form of social wage rather than as a redis-
ibutive programme, pooling economic risks across the population®.
e;eﬂ: {}Ci:ﬁpat}{snai s&eiiére %ﬁfame m{Eii’i{%ﬁaLentergr&s&cen&eﬁ

er ?tiie Gﬁverﬁmmt ‘;}{;Eicy of hiﬁh emgﬁevmem high welfare,
w wages'. welfare benefits were often distributed indiscrimin-
.o employees as a means of supplementing the policy of low
if‘ﬁaiéﬁr. 1989 . p. 2%33 During the 25 years from 1952 to
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1977, the average monetary wages of employees increased by o
1 per cent (China Statistical Information and Censultancy Serv
Centre, 1990, p. 453). : Tundi an ‘
Employment was centrally controlled by the Personnel and Labo
Departments which assigned all prospective employees,  includin
graduates fresh from schools and colleges, as well ‘as veterans, {
different work units. Work units were not given the authority &
recruit or dismiss workers and ‘graduates  from schools did no
have the freedom to choose their jobs. As employment was life-long
the labour system in fact guaranteed employment security. Therefore
unemployment and labour mobility - were uncommon. In order
further ~ reduce unemployment, the  government sent 20 milliol
redundant urban employees in the early 1960s, and 17 million urban
young people during the Cultural Revolution, to the rural areas fo
jobs (People’s Daily, 19 Aug. 1992, p. 5). The unemployment rate
urban areas dropped from 13.2 per cent in 1952 to 5.9 per cent i
1957 and 76.7 per cent of the jobs created were found in SOEs (Zhu
1991) Lot ey . et
Above all, the system of ‘dingti’ (replacement) enabled the childre:
of retiring employees to take up their parents’ jobs in the work unit
This system was only abolished in 1986. Thus, it was not prusual i
find relatives employed together in the same work unit (Jian, 1991
p. 38). Politically speaking; the high dependency of employees o
their work units for livelihood and life chances meant that they wer
totally ‘susceptible to the influence and control of the enterptis
cadres, in other words, the state/party. Apparently, ordinary worker:
in SOE were satisfied with the security network provided in return fo
the promise of conformity and loyalty to the Communist regime. Thus
occupational welfare can be regarded as a political ‘asset for the
Communist  Party which promises social ' stability and legitimac
{Leung, 1992). B = ~ St
In the rural areas, where over 80 per cent of the population liv
the basic welfare framework was the three-tier: structure of coni-
mune-brigade—production team, which provided remedial and means
tested assistance to the destitute.” The -Communist government
1965 began to encourage the economic co-operatives to provide care
for single elderly and disabled people who could no longer work an
had no other source of income. From this commitment came, th
‘Pive-Guarantee System’ which whs established in the commune sys-
tem in 1958 and provided care for childless aged peasants, including
food, clothing, housing, medical care, and burial expenses. The system
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was financed by the  collective  income of each individual
ymmune/brigade. -In addition, ~there ‘was ‘a simple contributory
medical insurance scheme. As Ahmad and Hussain note, the com-
une system provided rural }*Guseheids with ‘an ‘iron rice bﬁwF Gf
cure livelihood {1990, p. 266). ¢ :
In essence, social welfare in. Chma was centred on the warkplace
ether a factory in an urban area, or a commune in the country-
, it was the collective work ‘unit which integrated political, eco-
mic and welfare functions, providing each member with employ-
ent, income protection and other social services, While there were
substantial - differences “between ‘rural and wurban welfare, the basic
olicy within each collective was largely egalitarian and attempted to
imise dilerences in wages. welfare and employment. Through
dministrative allocation; a basic seamty netwsrk the: ‘iren rice
wl was established.

While the right to welfare was not based on Iegal entitiement the
oral obligations and the patron-—client relationship of the collectives
sured the paternal protection of members in times of difficulty. As
1, the model of collective-centred welfare was similar to the tradi-
ional pattern of the extended family or clan, bearing total responsibil-
zty for alb:the social and economic needs of its:members: Controlling
e collectives through central planning at the macrolevel, the state
vided subsidies to cover losses made by the enterprises, or: to
> the price of agricultural products from the communes. In
ition, the state provide urban residents with subsidies for daily
cessities such as food and fuel. In so doing, even though the wages
‘Eban residents were kept at a low level; they could still enjoy a sta-
living standard. Over the past four decades, these state financial
idies took up approximately 20 per cent of the state expenditure
na Statistical Information and Consultancy Service Centre, 1990

t the individual level, the state ensured that every citizen belonged
> a collective through the mechanism of ‘a household registration
; tem which limited rural-urban migration and a job assignment

m which controlled worker recruitment and mobility.  Finally,
another role for the state was to respond to the failure of the collec-
es through a remedial welfare programme. The Ministry of Civil
 and its de;aartmenﬁs operated an array of remedial social wel-
programmes mainly for the ‘three no’s’ (those with no family, no
. of income and no working capac&ty) Since no person; i prin-
can in fact be oatﬁée ti}e jurisdiction of the collectives it s
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assumed that the need for such remedial state provisions would be
limited. 0 ‘ Bl oEw

. Under Mao Zedong, China attained a high level of social develop-
ment, particularly in- public health; education and social welfare
which in fact far exceeded the achievements of other countries with
similar levels of economic development). ~

MARKET REFORMS AND WIDENING INCOME INEQUALITIES *
The official line of the Third Plenum of the Central Committee of th
11th CCP Congress held in 1978 advocated emphasis oneconomi
construction, replacing the previous priority of class struggle and politi
cal movement. The cliché of ‘reform’ replaced ‘revolution’ in directin
all economic and social policy. Even though plagued by political cleav-
ages and obscure economic direction,  subsequent ‘economic refo
have incorporated the concept of the ‘market’ into the orthodox social
ist approach which is based on centralised planning and-allocation
The ‘socialist market economy’; which was adopted at the 14th Party
- Congress in 1992 is, therefore, a pluralistic economy; with the individ
" wal family as the production unit in the rural areas and a mixture of
state-owned, collectively-owned -and privately-owned enterprises, indi
vidual entrepreneurs and joint ventures with foreign investments.
_ The official theory underlying the national development policy
the ‘primary stage of socialism’. According to this theory the socialis
revolution in 1949 was not a genuine working-class revolution as
envisaged by Marx. China at that time was basically an agrarian
society with a limited working class and-an under-developed econ-
 omy. Being at a primary stage of socialism; the theory suggests a {l
_ible, pragmatic and: non-ideological = line ‘of ‘development wh
includes the promotion of a pluralistic market economy and the use o
material incentives to reward performance. e
Indeed. the shift towards economic primacy has not only dislocated
some of the basic social structures and values in China, but also con-
fronted some of the Maoist conceptions of social policy. Now the egali
tarian and need-based security network; ‘the iron rice bowl' created
during the Maoist period, is considered an impediment fo market
reform. In denouncing the phenomenon of ‘everyone eating from the
same big pot’, it is argued that the basis of the distribution of rewar
should be based on labour effort, supplemented by other means of di:
tribution such as ownership of land and capital. The motto is: ‘Mor
labour more benefit: less labour less benefit; and no labour no benefit.”
Furthermore, inequalities in terms of ‘differences in pay should be
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widened so as to encourage individual enthusiasm and speed up the
development of production’, and the major policy is ‘to allow some
pﬁ@pie to. become wealthy first, -as part. of the goal of common
srosperity’ (Beijing Review, 15-21 Aug: 1988, p. 4, 15-21 Apr. 1991,
p. v). Therefore, inequalities are accepted as necessary and inevitable
during the ‘primary stage of socialism'.

_ On the other hand, a popular theory espoused by é:he academic
ormers in China is ‘neo-authoritarianism’. This theory is developed
from the experiences. of the ‘Four Little Dragons’--in “Asia: namely
Taiwan, South Korea, Hong Kong and Singapore. It is believed that a
ceessful economic market system is compatible with an authori-
rian yet paternal political order: Gehasca; 1985; Sautman, 1992}
Built on the traditional Chinese caimre of Confucianism, the theory
contends that the Chinese people are more prepared to accept an
absolute -and authoritarian state: a strong state. providing a stable
environment and the necessary infrastructure for the operation of the
arket accounts for the successful modernisation of Chinese societies
East Asia. In fact, both Singapere and Hong Kong have been
openly identified  as learning meodels: for China by Deng Xiaoping
South . China. Morning Post, 8 May, 22 July 1992). The political
_upheavals and economic chaos in Russia and Bast European countries
ai‘i:er the collapse of communism also seem to convince the CCP that
=conomic reforms should precede political democratisation.
Accordingly, it is believed that active state intervention in weifare
cates dependenpy and stifles work incentives, thereby, in Chinese
es, leading to the current fiscal and economic crises of Western
gmfemments On the other hand, authoritarian and. strong state
iction is regarded as essential to pravgée a stable environment for the
operation of the free market. Following these directions, welfare policy
comes a vital mechanism  to mitigate conflicts created by rapid
odernising social f‘hanges h;gh economic growth and market-ori-
ted reforms.

nder this pehcy ;neg&ahtzes in incomes and living  standards
between the rural and urban areas, between geographical regions (the
coastal areas and the hinterland) and between employees in different
conomic sectors are widening (Zhao and Li, 1992). For-example, the
‘eebetween the annual per capita income in the cities and in the
ral areas dropped from 3.47:1 in 1957 to 1.24:1 in 1978, then
creased slightly to 1.83:1 in 1983,-and further to0 2.31: 1. in 1992
hina W{)rkmg Group on Income Distribution of Urban and Rural
:Sidﬁﬁi& 1991 Bezgmg Remew S 14 Mar. 1993 p. 39). Wages and
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welfare benefits are also reported to be higher in }Gmt veﬁtm‘es thaﬁ
in SOEs (Ecorniomic Management, 2, 1993). ‘

If the annual per capita net income of 300 yuan® is used as the
poverty line in rural areas, 9.2 per cent of the rural population (80
million people) were found to be living in subsistence poverty in 1991
(Ministry of Agriculture, 1992, pp. 378-81). This is acknowledged as
an achievement because 125 million people were living in poverty in
1985 (People’s Daily, 12 Oct. 1993, p. 1). (The poverty line at that
time ‘was 200 yuan.) In urban areas, if the annual per capita net
income of 600 yuan is used as the poverty line, 5 per cent of the
urban population {20 million people) in 1992 were p@verty—stnckeﬁ
(South ‘China Morning Post, 20 Oct. 1993, p. 9). Since the use
poverty line as a measurement is still arbitrary, it is difficult to det
mine the impact of economic reforms on the extent of poverty in
China. ‘In any case, poverty in the context of widening income
inequalities is still a substantial social problem. In 1992, the nam%ef
of households in  poverty —relying on gevemmeﬁt assmtanee -~
reached 7 million (Jiang et al., 1993, p. 97). ‘

Furthermore, there are over 52 million people with dziferent forms o
disability; of these, some 70 per cent are illiterate and only 6 per cen
of disabled children are able to attend school. Among those of work:
ing capacity, 50 per cent in the cities and 40 per cent in the rura
areas are unemployed (about 2 million people). With the introduction
of market reforms, disabled people find it increasingly difficult m gné‘*
regular employment (Ming Pao, 27 Sept. 1993, p. 14). :

In short, welfare demand in China is tremendous and escaiatmg
Vet the economic reforms of the 1980s have restructured and to
some extent dismantled the basic welfare system of protection
China. People now find that either their emerging needs cannot ;;
satisfactorily met or welfare  services - are inaccessible
them. Even though the Chinese Constitution has recognised S@mj
essential rights of citizens inclading the right to welfare, individua
rights ‘are subsumed under the interests of the state and the country
People in need are not expected to demand services from the govern
ment and it is up to a benevolent government to decide who éeserv
care according to the criteria of merit and contribution. Besi
being a gift from a benev eient state, welfare eﬁiiﬁﬁmﬂ}i‘i have tc} b
earned. -

It is'noteworthy that China is ranked as one of ihe i}@(}rest natic
in the world. The GNP per capita was only $US 370 in 1991. ¥
great strides have been made in social deveicgmeﬁt In life expectaney ;‘
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9.5 years), mortality rate (6.7 per 1,000 population), infant mortality

ate (31 per 1,000 population); literacy (69 per cent), heat intake per

v (2,634 calories) and protein intake per day (62.8 grams), China

s already attained the level of the middle-income nation group

World Bank, 1991). A social development report produced by the

United Nations in 1991 ranked China at 82nd among 160 countries
Gaﬁe{)}( Wee?dy, 28 }uﬁe 1993 p. 5k

FARE REFORMS

1 support of its free-market reforms, China is cgmmitted to
ertain changes in its social welfare system. The following sections
scribe the four major areas of welfare reform in China, namely,
Eﬁpatz{mai welfare, rural social security, cwﬁ affairs and csmmumtv
v;ces ~

iccupaﬁazml wel are :

r more than three decades after the ‘establishment of the People’s
Republic of China, government commitment to occupational welfare
unanimously conceived as a superior feature of socialism and was
ver challenged or even in doubt. Problems with the social security
em only began to be recognised by the government in the early
Os. This was due mainly to a staggering rise in welfare expendi-
re. The insurance and welfare funds soared from 7.8 billion yuan in
78 (13.7 per cent of the total wage bill) to 109.5 billion yuan in
1991 (33 per cent of the total wage bill) (88B, 1992, p. 756).

-he increase was particularly attributed to the rise in the number
f};ﬁ&\ retiring from work. The number of retirees grew from 3.1
llion in 1978 to 24.3 million in 1991 and the ratio of employees to
etirees decreased from 30:1 to 6:1 over the same period (SSB, 1992,
5. 760). This is only an average figure. The ratio in fact can vary
m 90:1 in some young enterprises to 2:1 in some old enterprises
ing Review, 2-8 Sept., 1991, p. 20). Consequently, expenditure on
ees rose from 1.7 billion yuan in 1978 to 55.4 billion yuan in
91 {SSE 1992, p. 759). Far worse, it is estimated that, by the year
{} the number of retirees will reach 40 million, representing
) k;f“Qeﬁf of the employee population and expenditure on refirees
amount to 150 billion yuan {(Outlook Weekly, 30 Mar. 1992,

ot being a flat-rate benefit, peﬁg{}m are calculated on the basis of
standard wage. On average, pensions in 1990 were 60 per cent of
he standard wage (Beijing Review, 4-10, Nov. 19‘31 p. 20). Given
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that the standard wage is about half the monetary income of an
employee, the pensions received are usually inadequate to-maintain a
similar standard of living to that enjoyed before retirement. ‘

A mounting though uneven pressure on individual wark units t@
pay for the welfare fund- is perceived as a threat to the government
effort to increase productivity and reduce losses. Despite massive
credits for the state sector, over one third of the SOEs are reported to
be running at a loss, and industrial growth is fuelled largely by for
eign joint ventures and rural industries (South China Morning Post, 28 -
hune 1993, pr 15

To share the risk, the government ﬁncsaraged W(}r}i units. to pari;ci
pate in joint funding of the retirement scheme {pension pools) in
1985. The funds are usually managed by the profit-oriented People’
Insurance Companies, but some are managed by the insurance com-
panies of the local labour bureaux. Operated on a pay-as-you-go basis,
contributions from the enterprises are calculated on the basis of the
total expenditure on pensions -each year. At the end of 1992, about
58 per cent of the employee population were included in the scheme
(Beijing Review, 8-~14 Mar. 1993, p. 40). Participation in the fundin;
pools is still voluntary, reflecting the reluctance of the government to
assume overall responsibility through legislation in the management
of the funds. Furthermore, since most of these funds are organised at
the county and city level, the level of fﬁn&mg isstill tei} low t{}:‘*
achieve the purpose of pooling risks. ~ F

Apart from pensions, medical care is the second largest item o
expenditure on occupational welfare: It is reported that the state only
provides 14 per cent of the total medical expenditure in hospitals,
while the rest has to come from fees (Ming Pao, 22 Jan. 1992)
Medical expenses for employees increased dramatically from 3.2 billion
yuan in 1978 to 19 billion yuan in 1991. Not surprisingly, the sys
tem of free medical treatment for employees is. ander criticism. Ai}
official ‘Chinese newspaper reported: ~

Free medical treatment, a system started 39 years ago-in China fo serve gavemmeﬁi
and enterprise employees, must undergo reform because it has reached an impasse.
The situation now s such that many enterprises are virtually anab&s to reimburse all.
medical ‘costs neurred by ‘thelr employees and many rion-business state institution
have vun info debt, (Quoted froms South Ching Moerning Pest. 26 July 1993 p. 10)

To facilitate the economic reforms, the government ;}famuigai‘sd a;‘f
series of regulations on dismissal, recruitment, the contract-worker
system and b&*ﬁmg}tsy in 1986. The Cfevemm&n% eﬁd{}%ﬂ‘l tﬂese‘
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ciples: economic enterprises that are not profit-making should
are bankruptcy; employees with inadequate performance should
> éismisseé and new recruits should be employed on contract rather
an ona permanent basis. Based on cautious experiments: since
82 in selected provinees, it is expected that the Tabour-contract
m' will facilitate labour mobility and work incentives. In contrast
permanent employees, contract employees, together with their
mploying work units, are required to make monthly.contributions to
ust fund. The individual worker contributes 3. per cent of his/her
andard wage while the work unit gives 15 per cent of the total pay-
to a trust fund which is to pay for the pensions. By 1992, the
1ber of workers employed on a contract basis had reached 25 mil-
on, accounting for 16 per cent of the employee population (Beijing
v, 8=14 Mar. 1993; p. 40). It is predicted that the figure will
50 per cent by the year 2000 and rise further to 95 per cent
010 (Ming Pao, 21 June 1992). At the transitional stage
present labour system accepts a mixture of different labour cate-
ies with obvious differences in status and welfare. These labour
ories in SOHs xneiude permanent, « contract and temperary
yees.
. then, layoffs éﬁe te redunéancv bankmpisy E%f the work
nd termination of contracts, have in principle been possible.
nemployment in socialist China entails inumense political risks,
comitant unemployment insurance scheme was implemented at
ame time. The scheme, organised by labour service companies at
of the cities and towns, is financed by contributions (1 per cent
otal payrolls) from the enterprises to-a common trust fund:
und provides assistance to employees who become unemployed
se of redundancy. dismissal or termination of confract. By 1992
million employees had participated in the scheme, represent-
out 50 per cent of the employee population {Jiang et-al.. 1993,
In 1990 expenditure by the fund amounted to only one quar-
= total revenue and only 7 per cent of the expenditure was
d for direct cash payment to the unemployed {State Piannmg
tom, 1993
ing to the Iﬁgiﬂé&i)ﬁs, an ugemp&}yeﬂ person w;th more
. years of working experience can obtain 60=75 per cent of
ary for a year, and then 50 per cent of the salary for
ar. Those with less than five years of working experience
biain only one year of assistance. As the standard wage is about
the total monetary wage of an employee, unemployment bene-
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fit (which is-only 60 to 75 per cent of the standard wage)} in fact
constitutes only a third of “the normal working income of an
employee.  Purthermore, not -only does an unemployed: person lose
his/her salary but also all job-related benefits and subsidies, which
include housing, medical care and education for children: Therefore,
insofar as social services are still linked primarily to jobs, the mecha-

nism of unemployment insurance is s‘fﬂl deficient as a pmte{:tmn fer -

the unemployed. ~

The heavy reliance of em;ﬁ@vees o their wark uhits ‘f@r the satis-
faction of economic and social needs means that bankruptecy and dis-
missal embodies high political risks and is, therefore, difficult to put
into practice. Even though the number of enterprises losing money is
on the rise and the government is determined to support the practice
of declaring bankruptcy, enterprises that declare bankruptcy are still
unusual, left alone dismissal of empievees (Begmg Review, 17—23 Aug.
1992, 0.9k = :

Between 1991 and 2000, the number of new entraats into the
labour market each year will reach 20 million, not to mention the
existing “surplus labour force of 200 million in the rural areas and
20 million in the SOEs (Shen and Pan, 1991, pp. 33-5). Before 1978,
most of the new jobs created by the government were in SOE. Among
the 7.7 million new jobs in 1991, less than half were in SOE. The
official ‘unemployment rate in 1991 was only 2.3 per cent (SSB.
1992, p. 100): But it is evidently an underestimation since the figure
refers to registered new entrants to the labour market in the cities
only. In short, ‘the Chinese government has partially abandoned its
commitment fo full employment and the strategy of job creatian
through administrative procedures.

Occupational welfare has been identified as.a scapegoat for low pro-
ductivity in SOE (World Bank; 1985, 1989). In order to support mar-
ket reforms. recommendations from the government reiterate the need
to introduce employee contributions in retirement and medical insur-
ance schemes; to extend these insurance schemes to cover employees
in other economic sectors (SOE employees account for 70 per c&ﬁf{)f .
the employee population); and also to allow local governments (o
have the discretion to carry out welfare reforms (Beljing Review.

18 Feb.—3 March. 1991, p. 21). To be sure; there is a definite move
away from a Leninist model of full state and employer responsibilit
in welfare to a model more resembling those of the mﬁastmahseé :
nations of the West. However, the major difficulty is the apparent
reluctance of the state afreadaf piagaed i:sv continuous i}udget éeﬁcﬁs,
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ssue.a more deﬁmie ﬁnanc:tai Cammitmem to the somai security

Despite the fact that mdustﬁal werkers are still in theory regarded
s being in control of society and their work units, market reforms
e. in reality; turned labour effort into a commodity based on con-
ts and exchanges. In this context, the CCP is urgently required to
efine ideologically and legally the relationship between the state
the SOE, ‘and between the management of the SOE and the
ployees. Rising labour disputes and unrest in the form of strikes,
slows, rallies, petitions to local Gavemments and sit-ins are seen as
me of the responses of the state employees towards the economic
‘fﬁrms (South China Morning Post, 30 Aug. 1991, 21 Apr. 1992,
May 1992, 29 July 1992). Not surprisingly, the People’s Daily has
erated that the maintenance and guarantee of social stability is
amount éuﬂﬂg the process of economic reforms which attempt to
St antle the ‘iron rice bowl (29 Apr. 1992). E‘maﬂga given the
ding importance of occupational welfare to the maintenance of
al stability and legitimacy of the CCP, the ‘iron rice bf)wis wﬁi
largely intact and irreversible. o
i‘ he crude measure of welfare effort is taken to be social secaﬂty
penditure as a percentage of GNP, the commitment of the Chinese
ranment in this field is comparatively low. In 1987, social security
;mrﬂ was only 2.16 per cent of the GNP, whereas the percent-
s in Hungary and Yugoslavia were 15.4 per cent and 10.3 per cent
'Veiy Likewise, social security expenditure in China was 12.67
ent of the total payroll, whereas it was 40 to 50 per cent in
*{W(} ssc;aiist countries in Fastern Furope {(World Bank, 1989

s&czui semritg

the decollectivisation movement following the disbandment of
ommune system in 1983, the household became the basic eco-
t}mt of production. This reform to a large extent weakened the
tive capacity of mutual help and aggravated the problem of
e inequalities in rural areas (Leung, 1990a). Now the individual
has to bear the brunt of responsibility for protection against
encies and, as a result, has become more vulnerable to the
any loss of income due to a diminution -of :its  labour force
damage from natural disasters: As an illustration, on the eve
llectivisation in 1979, 80 per cent of the production brigades
ome form of cooperative medical insurance scheme which
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covered about 85 per cent of the rural population {W{}rid Bank,
1984). Now these schemes are in complete disarray.

Apart from the promotion of small experiments in csntﬂbt}&}r}
retirement insurance schemes in ‘the rural areas by the Ministry of
Civil Affairs; there is very little universal policy governing and direct-
ing welfare development in rural China. The Minister Gf Clvﬁ Aﬁ'airs
desariﬁeé the problems of these experiments: : :

The stsczal security system in our country does not héxe the t@p~é0wn mebi}dmsm s:3§ -
legislative control. The experiments and the fypes of work that we are doing-arve pri-.
marily based on self-protection at ﬂ'}e gmﬁsmmﬂ aﬁd c&mm{m'tv level, {S@aﬁi Sesm‘zw
Biéﬁetm 15 Apr. }98% °

An official Staiemem of the &éingsfry ﬁf Cwﬁ Affairs summarises the
remedial role of the government: ‘Rely on the masses and the collec-
tives, tide over disasters through production, mutual help, and sup-
port while receiving - necessary - aid and  support. from  the . state,’
(Ministry of Civil Affairs, 1986, p. 25} ;

The minister of Civil Affairs notes three different gsz’e{nmﬁﬁt strate~
gies to develop social security provisions in the rural areas {Cﬁi,
1989 pp, 166»—1} :

(a) In more affluent areas, %ﬂiagers are eﬁesﬁraged to participate in
sentmiﬁaﬁ{}i‘y insurance schemes to protect ihemsehes against SQﬁ-‘
‘tingencies of old age and natural calamities.

{(b) Areas which have achieved a minimum level Gf iwei;hagé are

" encouraged to make contributions to mutual aid funds which can
_provide assistance to ?G?ﬁ!‘f}fnst‘{?ﬁ{%ﬁ households, aged and {i’&
abled people.

(¢} In poverty-stricken areas, direct government efforts are needed ié}
overcome subsistence poverty.

In economically better-off ‘areas, funds for wei{are pr@grammes Sﬁfh
as the Five-Guarantee System and the relief work for exservicemen
and poverty-stricken households can potentially come from the profits
of the industries of the collectives and welfare factories and from ind
vidual donations. Yet in most rural areas, the basic souree of help is
self-protection, mainly through people’s own savings and wages, as
well: as family support. At best, people can participate, if they can
afford to pay. in retirement and medical insurance schemes. Howeve
such schemes have not yet beerr standardised and institutionalised.
‘Only 1 per cent of the villages in China havs some ferm @i re&remeﬁt .
benefit (China Sef:rezg 16 Fein 26008 ;9*?{}3 S
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Not surprisingly, a national survey in 1987 showed that 67.5 per
nt of elderly people in rural areas were supported financially by
r children, 26.2 per cent by paid work; 5 per cent by their spouses
the remaining 1.3 per cent by relatives or government/collectives
jing Review, 14-20 Nov. 1988, pp. 22-4). Partly due to a dracon-
an single-child family policy, average family size in the rural areas
dropped from 5.74 persons in 1978 to 5.01 in 1987 (Beijing Review,
27 Nov. 1988, p. 27). Therefore, social security for the elderly is
expected to-become a more critical issue in the near future.
 Finally, regarding the future development of retirement insurance in
rural areas; the Ministry of Civil Affairs has put up a number of recom-
endations {Chma Civil Affairs; 61992 ppo 12+ 13} These include:

Rural residents should not have a g&ﬁsm“:i sysfem similar to
employees in cities. ‘ ‘ ;

The notion of retire ﬂent shmﬁé not i}e stricﬁy enforced in the
ral areas: peasants should be encouraged to continue working
after reaching the official retirement age for city employees.

The insurance scheme should be primarily based on individual
sﬁmi}utz@ns sagglemeﬁteé by assxstaz}ce from the collectis ves and
pper‘ied by state policies.

if-reliance and family care should be ezxmhas;seé

The state should not be a provider of resources.
The level of protection should be basic and mi mmai
Regg{mai variations in provision are acceptai;i ‘

ecause of uneven development, the economic situation in the
areas has deteriorated in recent years and the real income of
ants has remained stagnant. Furthermore; rural areas have been
d by the practice of local officials trying to squeeze funds from
them in the form of taxes, fines and contributions to public: works
ang, et al., 1993). The government registered over 170 anti-govern-
ent disturbances in rural areas in the first six months of }§93
outh Ciﬁﬁﬁ Mé}f‘ﬁiﬁg Post, 26 }&ne 1993 p: Iy

! fazrs éegizrzmem :

s the responsibility of providing assistance te g}aveﬁv«vsm{:keﬁ
sholds. the Ministry of Civil Affairs and s departments operate
| provide guidance to two main types of weifafs service; ﬁameiy
lfare institutions and welfare factories. -

lelfare institutions, largely developed by Western missionaries
efore }9é9 were charity organisations which included orphanages
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relief organisations and old people’s homes. The Communist govern
ment used such institutions mainly for the rehabilitation of beggars,
migrants, criminals and prostitutes. By the mid-1950s, these institu
tions had shifted their focus to provide residential care for the men-
tally ill, the mentally handicapped, orphans and the single elderly. In
1954, a total of 666 such types of institution was recorded, taking
care of 120,000 people (Social Security Bulletin, 22 Sept. 1989). In
1991, there were 42,266 institutions providing care to 650,000 resi-
dents (SSB, 1992, p. 748). The majority of these institutions are small
old people’s homes operated by ﬁezghbﬁurhoed collectives. ~~
Since 1983 these institutions have been opened to people who do ;
not qualify as being one of the ‘three no' categories but who do have
resources to pay for the service {(Ching Seciety, 22 Feb. 1991). In line
with requirements applied to economic enterprises, the cencepi ol the
‘responsibility system’ has been introduced into the management and
finance of these welfare institutions. In delimiting the financial com-
mitment of government, these institutions have to be accmmtabie f{}r ;
their losses and profits. ~
Developed from the self-salvation pmdactmn groups for unemgiﬁyeé
people in the 1950s, welfare factories provided ‘employment for the
physically disabled. According to state regulations promulgated in
1980, if the number of disabled people in an enterprise exceeds
35 per cent of its total Wcrkmg staff, it is exempt from income tax. I
the proportion reaches 50 per cent, the exemption extends to indus-
trial and commercial taxes too. The high g}fmni:y given to their devel-
opment is signified by their rapid expansion. There were only 1,466
welfare factories in 1981, by 1991 the number had risen dramatically
to 43,785, providing -employment for 700,000 disabled p€€}§1€
Similar to the welfare institutions, the majority of welfare factories are
operated by neighbourhood collectives. Under: the policy of reforms,
welfare factories are supposed to be independent economic entities
responsible for their own profit and losses. Facing strong competition
from other economic enterprises, some 30 per cent of these factorie
are losing money. Such losses are due to lack of capital, raw materia
credits, and transportation support, as meﬁ as ?{}Gf managemﬂ}
(China Society, 13:0Oct. 1992). s
‘The Ministry of Civil Affairs is constrained by ﬁ:}e lack of fnﬁés allo
cated by government. Annual state expenditure on civil affairs ha
never been more than 2 per eent of total government expendﬁuz’ﬁ:
(China Society, 13 Oct.-1992). Despite the fact that lotteries can b
regarded as a form of ‘gambling’ which is ide@%@gﬁ:aii}f incompatibl
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h the puritan morality of socialism, the Ministry of Civil Affairs in
introduced lotteries so as to raise funds for welfare purposes in
7. In 1992 alone, sales amounted to 1 billion yuan and 30 per cent
he revenue has been devoted to welfare pm‘psses {Hang et al,
. o 96L ~

mumig service

_mentioned - earlier, demegraphic chaﬁges have weakened the
acity of the family to provide care for its members. On the other
and, economic enterprises are facing the need to promote economic
iency and productivity via reduction of seme of their welfare com-
tment. As the government is reluctant to expand its role in welfare,
exghbeurhscds have been encouraged since 1987 to fill the service

| 1954, the Chinese sgovernment introduced zeguiati@nsdirecﬁng
rmation of street offices and residents’ committees in- urban
s. A typical neighbourhood structure consists of a street office for
00 to 50,000 residents. The street office; as an agency of the
t people’s government; is responsible for the management and
ry of urban services which include public security, sanitation,
e and social services. Under the guidance of each street office
cesidents’ committees, - each  with - approximately - 100 to- 700
seholds. With members elected by local residents, these commit-
re self-managed mass organisations for the promotion of public
e in neighbourhoods. In the past; these organisations were
y‘ preoccupied with urban administrative and pelitical duties.
in the late 1980s were neighbourhoods found to have great
{or developing welfare services for disadvantaged and vulner-
oups. Their welfare functions are emphasised in the revised
lations on the Organisation of Residents’ Committees in Urban
1989 and the ‘Regulations on the {}rgamsaticﬁ of Village
tees in Rurab Areas’ in 1987,
hcﬁrhcsés, supported with funds which are mainly derived
e profits of their economic enterprises, can provide some of the
welfare services including old people’s homes; day care centres
sabled children, work therapy stations for the mentally- ill,
i;g classes for mentally disabled, welfare factories for physically
ed,

5

family mediation and family life education for families with
caring groups (home helps} for the frail elderly and men-
ob placement for uﬁempiﬁyeé assistance to households in
fﬁsﬁnseﬁmg services for people deemed to be delinguent
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(Leung, 1990a, 1990b). This welfare service development has been
described as ‘welfare networking’ (Lu, 1990, p. 306). By the end of
1991 about two-thirds of street offices had developed this form of
neighbourhood service and there were altogether 90,000 neighbour-
hood-based welfare units. Of these, about 24 per cent were services
for the elderly, 8 per cent for disabled, and 15 per cent for veterans of
the armed services (China Society, 13 Oct. 1992). - Lo

To be sure, only those more affluent neighbourhoods with a
healthy economy can support such networks of welfare services. Far
from being standardised, such services are mainly informal in nature.
Variations in the guality and quantity of welfare services among dif-
ferent neighbourhoods are, therefore, inevitable. -

FUTURE DIRECTIONS
Welfare reforms, introduced by the Chinese government in the 1980s,
can be conceptualised under the term of ‘shi hui hua’ (society orienta-
tion). It believes that the traditional approach to welfare does not
encourage productivity and work incentives and that responsibility for
welfare has been too narrowly concentrated on government and the
" work units. Society orientation signifies the attempt to diversify and
extend responsibility and funding sources to other sectors of society.
Different sectors of society, including individuals, families; mass organ-
isations and collectives are to be mobilised so as to make concerted
efforts to meet welfare needs. : : -
- Other sources of income for welfare provision include profits from
economic production, fees and individual contributions, lotteries and
donations from individuals, enterprises and overseas Chinese. Recent
welfare plans and laws have emphasised the shared responsibility of
family support and ‘contributions from collectives and individuals
Examples ‘are the Marriage Law (1980), the Chinese Constitution
(1982), ‘the Seventh Five-Year Plan {1986-90), China's Five-Year
Work Programme for People with Disabilities {1988-92) and the Law
on 'the Protection of Disabled People (1990). The Eighth Five-Year
Plan (1991-5) stipulates the need to share the welfare burden In a
rational way between the state, the collective and the individual
{Beijing Review, 18 Feb~3 Mar. 1991, p. 21} Furthermore, private
and profit-making social services in education and medical care have
appeared to cater for the needs of the emerging middle class, ‘
“ In recommending the introduction of contributory retirement insur
ance schemes in both urban and rural areas, the government empha
sises a philosophy of self-protection and self-responsibility. In playing
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wn the Maoist virtue of self-reliance, China begins to welcome
eign donations and assistance in charity and relief work. Sﬁt so far
iy a limited number of international organisations such as World
n and Oxfam are able to Qperate regﬁiar rehef projects in
y-stricken areas.
In line with the economic policy of aﬁﬁwmg reﬁ";sﬁa! gevements o
 more autonomy, the central government encourages localised
vations in welfare provision. Under a policy of welfare pluralism, the
rm ‘social welfare with Chinese characteristics’ is becoming less precise.
more relevant to social welfare with ‘Guangdong characteristics’, or
ijing characteristics’, or ‘Sichuan characteristics’, and so on. ‘

he picture painted in the foregoing shows that social welfare with

se characteristics, in a decentralised form, is largely employment
and/or neighbourhood-based. It does not rest on a centrally planned,
ersal and institutionalised system Therefore, both quality and
atity are largely determined by the economic vitality of the indi-
ual enterprise ‘and neighbourhoed. Given the delicate balance
veen rationalising the economy and mazﬁtammg political stability,
are development can only muddle through, with piece-meal,
term and pragmatic steps, often in the form of limited and
d innovations set up to tackle immediate needs. Instead of talk-
ai;eut a single model and approach, welfare policies are marked
1€ emergence of multiple and piuraizstm solutions to needs.
f‘é{}ubtediy the general living standards of the Chinese have
proved dramatically in recent years, but the issue of income redis-
ution is now high on the political agenda. Social inequalities are
ved as a major threat to political stability and a challenge to the
imacy of the CCP. Social welfare, as a mechanism of income

ibution, will have a new meamng in the formnia&an Qf social
in China. ‘ ~

clore 1969, each enterprise had to reserve 3 per cent of the total payroll for the labour
insurance fund While 70 per cent of the fund was devoted fo the ‘welfare expenditure-df
b mer;amsef the rest bad to be submitted o the Al China Pederation’ of Trade Unions
‘ah would then redistribute the fund to those enterprises unable fo pay their expenses,
ing to the swap market rate in October 1993, one $US is equivalent to 8.7 yuan,

1 and AL Hussain (1990), Social sec%m‘}s in China: a historical perspective’, in
ad J Dreese 1 H;iss and A Seﬁ {eés§ Socm% See&rgay in Eevei&gmg ‘Cﬁumrzes
: ress, Oxlord.
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