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Summary

In the context of China’s growing influence ovee tglobal economy, its newly
developed labour market and the subsequent sefiesdwstrial relations issues
have captured much attention. However, researdndustrial relations and labour
problems in China is relatively underdeveloped. Tlassic three-party industrial
relations model, which was developed for westeronemies, has often been
difficult to apply to China’s circumstances. Thadpest difference between China
and western countries in the matter of labour isdes in the different institutional
settings of the industrial relations systems. Asub-system of the broader social
system, the industrial relations system of a cqurstrsignificantly affected by the
fundamental socio-political system in that part@cudountry.

In view of this, Chapter One of this thesis willsti review the relevant
existing industrial relations theories and expltreir applicability to China. The
thesis then continues with the proposal of a newparty taxonomy for the analysis
of Chinese industrial relations. The new taxonomkes into account distinctive
industrial relations actors with “Chinese charast®s” as well as their
inter-relationships which form at different sociavels. This taxonomy provides a
useful tool for drawing a broad picture of the ewad industrial relations in China,
which constitute the main content of the later pat this thesis: in Part One
(Chapters Two to Four), we analyse the historical eurrent situation of the six
Chinese industrial relations actors, namely theéypstate, employers’ associations,

the All China Federation of Trade Unions, grasstsoonions, employers and
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employees; while in Part Two (Chapter Five and ,Sivg describe the interactions
between each of these actors from a historicalpeets/e.

With the new taxonomy and the analyses that folltvis thesis aims to
provide a new insight into Chinese industrial rielas and labour studies. It
attempts to present to the readers a broad piofuilee Chinese industrial relations
system. We believe that the discussion will be afble for those interested in
China’s social development (in particular, the depment of modern industrial
relations in the context of the Chinese politicadmomy).

Limitations of length, however, preclude the detaitiscussion in this thesis
of all Chinese industrial relations issues. Varifutsire research topics have been
identified in the concluding chapter, and we recogrthat they are undoubtedly
important questions in need of enormous researcht®f Therefore, we see this
thesis as the beginning of a series of related syoshich aim to contribute to a
better understanding of industrial relations in ttwntext of Chinese political

economy.

Key Words:  China, Industrial Relations, Labour, Union, Asstioia
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

Chapter One

A New Taxonomic Approach for Analysing Chinese Indstrial Relations

Introduction

The purposes of this chapter are to explain theemggnbackground of Chinese
industrial relations and then to review existingustrial relations theories to identify
gaps in our knowledge. This enables us to posareauof research questions which

this thesis will answer.

We first discuss the research background by briefiyewing the achievements
of scholars in the existing literature regardingir@se industrial relations. We then
take into account the knowledge gaps as identifigtle literature review and point out,
on the one hand, that there is a need to introdwestern industrial relations theories
for analysis of the Chinese system while, on tiieohand, western industrial relations
theories need to be revised when applied to China.

We continue by proposing the research questiortsaague that the answers to
these research questions lie in the developmeatr#w taxonomic approach for the
analysis of Chinese industrial relations. We thautlime the methodology and
analytical structure of the thesis. Finally, in paeation for the discussions in the
following chapters, we present a bird’s-eye viewCtiina’'s labour market in 2006, and

discuss the significance of this research.
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

1.1 Research Background

Since the release of Deng Xiaoping's series of@peeduring his 1992 “southern tour
(rd )", in which he reaffirmed his determination to aiethe ideological obstacles to
market-oriented economic reforiChina’s reforms have been substantial. To name
but a few, State-owned Enterprises (SOEKT 1i>)\l) began to be privatised in the
mid/late 1990s; China finally entered the World deaOrganization (WTO) in 2001
after years of hesitation and serious negotiatibe;Chinese Communist Party (CCP,
i [ 372 5%) revised the Party Constitution to accommodateapei business owners in
2002; and the state revised its Constitution tovide legal protection for private

properties in 2004.

This series of reforms profoundly affected not o@lyina but also the rest of the
world, as China’s influence in the global economgreased significantly. Among
various changes during China’s reform era, the peleleloped labour market and a
subsequent series of labour issues captured muehtiah. However, research on
Chinese industrial relations and labour problenslieen stagnant for a long time until

late 1990s. There are probably three key reasarthifo

1. Over the past 100 years or so of China’s histongustrial relations and
labour problems have been always highly affectethbyconcurrent domestic political
atmospheré.Political influences complicated and thus hindetregldevelopment of the

study of industrial relations in China.

! Ma, L. C. (2008)

% China’s reform has so far been in the economia,aéth very little political content. However, ife

see any force in the Marxian theory that the ecdadrase will determine the superstructure, it seems
inevitable that the economic reform will eventudigd to political reform. The debate now is nobatb
whether political reform will happen, but aboutsigeed and specific direction (Heberer, T. 2005).

% In the 1920s, when labour consciousness firstrgese the Chinese Communist Party (CCP)
immediately led it in the direction of labour-caitconflict and class struggle by applying classic
Marxism/Leninism theories. After the CCP establishgower in 1949, and particularly after the

“socialistic transformation” of domestic privaterapanies into state or collectively owned entergrise

11



Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

2. Certain topics in the study of industrial relatiom® still considered to be
politically sensitive? This has discouraged Chinese scholars from appirmgcsuch
topics. To be safe, many of them either use officiatandardized, old fashioned

Marxist theories or simply avoid these topics.

3. In western academic circles, the study of &tdal relations has long been
acknowledged as a multi-disciplinary research atehe crossroad of political science,
economics, sociology, management, psychology agal kudies.For many mainland
Chinese social science scholars, who are more oad to adopting directly existing
sets of theorieSjnconsistencies in the theoretical structure @f study of industrial

relations made it a less attractive field of inguir

1956, the CCP'’s leadership considered that thesenedonger any fundamental conflict between labour
and management in the context of socialism, so itfdstrial relations was considered to be only a
simple version of personnel management. Finallierahe reform in 1979, and especially after 1992,
when the market-oriented reforms reached a morepth stage, in the context of “concentrating on
economic developmentAZ: % & 15 Jy H1.0)", corporate level (employer-dominated) human tese

management theories were widely introduced fronrseas. We will discuss all these major events later

in part two and three.

* Such sensitive issues include (but are not linitd union organization and collective bargainitig
role of the state in industrial relations, the domstion of a fair tripartite mechanism, and joiagulation

by labour, capital and the state.

® Deery, S. (2001) p. 6. We further discuss thigtendater in this chapter.

® This practice, which is termed in Chinese “leagnby simply swallowing the whole thindfzi{&] %+

#)”, is particularly common among present day Chéneminlander social scientists. One reason is that
the majority of Chinese scholars, mostly workinguimversities, are semi-public servants: they tend
use the safest, simplest and quickest way to crea@demic resultsZ AR %) so as to climb the
bureaucratic ladder, rather than build theorietheir own (“Academic Practice and Culture Re-build”
People’s Daily 24" Oct, 2001; *## A 5 3ctbdmgd”, ANRHIR, 20014 10 A 24 H). That is
why, for example, Ding Xueliang, an overseas Chengssholar condemned the system, asserting that
there were no more than five qualified economistsniainland of China; this viewpoint, though

seemingly controversial and sweeping, was widelgepted according to a web survey (“Objective
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

Despite the above mentioned problems, a few desticatholars are keen to
research Chinese industrial relations and labooblpms’ In this section, we briefly
review the existing industrial relations theoriesd aelevant empirical studies. The
main purposes of doing so are to identify the netegaps that lead us to the research
questions in this thesis and to provide a theakt@asis for the development of the
new analytical taxonomy proposed in the next chiapthich is based on a revision of

existing western theories, to account for Chinaiigjue industrial features.

The Various Approaches to Industrial Relations

In this thesis, we follow the definition of industr relations as the behaviour and
interaction of people at work, which is about howdividuals, groups, organizations
and institutions make decisions that shape the @mpnt relationship between
employers and employe&hus, industrial relations is understood as applyo all
people who derive income from non-managerial emgdoywork.® The terms

“labourers”,'® workers, and “non-managerial employees” (abbrediasimply as

Comment: Qualified Economists Less than Fiv@hjnese Youthd" Nov, 2005; “5 % (255 K AN
R 5N LLER M, v E 4R, 2005-11-09) .

" To name but a few major figures here: Chan, Amfthe Australian National University; Chang, K.
from the People’s University of China; Chen, Fnfrthe Hong Kong Baptist University; Clark, S. from
the University of Warwick; Cooke, F. L. from the Wersity of Manchester; Feng, T. Q. from the China
Institute of Industrial Relations; Shi, X. Y. andi,YJ. R. from the Chinese Academy of Social Science

Tong, X. from the Beijing University.

8 Deery, S. (2001) p. 6.

° We confine industrial relations to “non-managleeimployees”, excluding employees in management;

we also exclude contractors, because that sectbedbour market is relatively unimportant in @i

10 There have been various definitions of the worddlarers”. In the past there prevailed a narrow

viewpoint, which considered only blue-collar workeras labourers and categorized white-collar

employees as part of management. For exanWikyster's Revised Unabridged Dictionatgfined a
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

‘employees’ in this thesis)' are all interchangeable, while “capitalists” is

interchangeable with “employers” or “management”.

Although industrial relations was recognized asratependent research area as
early as 1920¥ there were differences in approach in the ensyeays. Academics

tend to identify three approaches to the studyndfistrial relations® the Unitarist:*

labourer as “one who labors in a toilsome occupat#& person who does work that requires strength
rather than skill, as distinguished from that ofatisan.” But as the economy changes the number of
blue-collar workers keeps declining worldwide whilee non-managerial white-collar positions keep
increasing (Bernstein, J. and Shierholz, H. 2008}his context, the scope for research on labssues

has expanded to include non-managerial white-cuolakers.

' Employees at the managerial level are differastthey stand somewhere between employers and
non-managerial employees (whether blue-collar oiteatollar). Recent practices demonstrate that the
incomes of professional managers (especially thmsenior positions) come more from profit-related
bonuses and stock options than from traditionarggdayments. These measures are defended aglinkin
the personal interests of the managers to thostmeofowners (Dowling, P. et al. 1999). Employed
management is likely to stand on the side of chfiite owners). Despite separation of ownership and
control, management practice returns to the cagtitahodel wherein management, on behalf of the
owners, strives to buy the highest quality laboutha lowest possible cost, thus maximizing bogh it

personal interests and those of the companies’ m(D®ore, R. 2000).

12 The term "industrial relations” came into commoagsesin the 1910s, particularly in 1912 upon the
appointment by President William Taft of an invgative committee entitled the Commission on
Industrial Relations whose charge was to investighe causes of widespread, often violent labour
conflict and to make recommendations about metttodsromote greater cooperation and harmony
among employers and employees. In the 1920s, witiesrbegan to establish industrial relations reent

and programs to conduct research and train studemisiployer-employee relations, while progressive
business firms established the first "industridatiens” or "personnel" departments to formalizel an

professionalize the management of labour (KaufrBari,993).

13 see relevant discussions in Bray, M. et al. (3@apter 1 and Deery, S. (2001) pp. 7-19.

14 The theoretical roots of the Unitarist approaehn be traced to the theory of “division of labour”
established by Adam Smith (Smith, A. 1776), theiéstific management” theories founded by
Frederick Taylor (Taylor, F. 1911) and the “humalations” theories initiated by Elton Mayo (Maya, E
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

the Radical® and the Pluralist’ The key points are summarized in Table 1.1 to

illustrate the differences between the three appres

1945). It is worth pointing out that, in the 1980%d 90s, a term called “scientific manageme#tf
H)” was widely used in China, but does not spedifjcaefer to Taylorist practices. It emphasised

several issues related to management reform (pktig in SOESs) including production, planning,

quality, equipment, statistics and technology (2Ywuand Warner, M. 2000 pp. 125-126).

15 Radicals tended to maintain that conflicts betwdabour and capital were essentially non-
conciliatory. The core issue of industrial relasamas considered by these scholars to be the domro
power over the work process. Hence industrial imtatresearch was about the process of control over

work relations (Hyman, R. 1975).

% Pluralists tried to define industrial relations the institutionalization of job regulation by &dpg
social system theories. The industrial relationsteay is a sub-system of society. If designed plgper
joint regulation by tripartite mechanisms made @fabour, capital and the state should be abledate

systems that maintain moving equilibrium (Dunlop] J1958; Flanders, A. 1965).
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Chapter One

A New dmamic Approach for Analysing Chinese Industriald®ens

Table 1.1 Comparisons of the Key Approaches t&tiely of Industrial Relations

Unitarist Pluralist Radical
Every workplace is amAn enterprise containsThere is a fundamental and
integrated and harmoniouyspeople with a variety of inherent conflict of interest
entity that exists for a different interests, aims andbetween  workers  and
General - 1 :
common purpose. aspirations. Power isemployers, a conflict that
Philosophy diffused among the mainderives from the unequal
bargaining groups in such |adistribution of income and
way that no party dominatgswealth in a capitalis
the others. society.
Sales of labour argThe employment Those who own the means
The Nature of | analogous to sales ofrelationship is open-endgdof production have power
the commodities and follow and indeterminate, creatingsuperiority over those who
similar economic laws. Thean underlying structurdl sell their labour for wages.
Employment | employment relationship isantagonism that has the
Relationship no different from_a no_rmaJI _potential to produce confligt
transactional relationship. | in both the labour market
and the work place.
The state should natThe state is the impartialThe state plays an integral
Role of the interfere with the businegsguardian of the publi¢c role in protecting the
of private enterprises. interest. Its role is to protectinterests of those who own
State . .
the weak and restrain thethe means of production.
power of the strong.
To provide strong Management should notTo extract surplus profits
leadership and googdexpect blind obedience ngrfrom the workers.
communications. suppress ideas or aims that
conflict with its own. The
Role of : . .
aim is to reconcile
Management conflicting opinions and
keep the conflict within
acceptable bounds so that
the conflict does not destrgy
the enterprise.
Role of To .be. loyal to the T.he employee works for The worker owns nothing
organization and its his/her own interests, but atand has to sell his/her labour
Employees management in recognitionthe same time  mustto maintain a living.
of their common objectives| contribute to the enterprise
Unions compete for theUnions are the legitimateThe vulnerability of
loyalty and commitment of representatives of employeeemployees as individuals
employees. interests at work with th¢leads them to form worker
Unions right to challenge collectives. Unions
management decisions, buthallenge the control of
also with the responsibility management and the
to seek compromise. distribution of national
product.
Conflict is not inherent in Conflict is an inevitable and Conflict in the workplace ig
the workplace. Conflict is legitimate consequence ofonly a miniature of the class
Industrial the result of faulty the variety of interests in theconflict between labour and
Conflict communications, the workworkplace. capital in the society. This

of agitators or a failure of

employees to grasp th

commonality of interests.

e

conflict is non-conciliatory|
in the capitalistic society.

Source: this table is based on the summary of Bvhyet al. (2005) pp 12-27
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

Existing Analytical Models of Industrial Relations

Of the three approaches discussed above, the iBtuegdproach is the industrial
relations theory most widely accepted by westerholses.” The most popular
industrial relations analytical model was foundeddunlop’s influential work of 1958,
which maintained that the industrial relations egstwas a sub-system of the total
society which included: 1. The actdfs2. The contexts® 3. An ideology*® and 4. A
body of rules’! The classic three-party industrial relations mazei thus be depicted

in the Figure below:

' To some extent, the study of industrial relationghe past 100 years or so has been a battldtield
different ideologies. On the one side, the Unitarigohold the conservative position based on tliefbe
of free market and social Darwinism; on the othé&e Radicals propose subversive revolution to
overthrow capitalism and build socialism. Somewhereetween, Pluralists wish to reconcile confligt
joint job regulation. The Pluralists’ position eitda maintaining, reforming and developing the
capitalistic free market system, and joint regolatby labour, capital and the state to safeguaed th
stability of the society and achieve balance betweféiciency and justice (Kaufman, B. et al. ed02p
The growth of Human Resource Management (HRM) éemeyears, however, has shifted attention to a
more individual (micro) level of employer-employesations, focusing on the recruitment, retention,
development and motivation of employees (Dowling,ePal. 1999). This, however, should not and
cannot replace the study of interactions amongpuifit parties at a broader level, as industrialttics

is not simply a branch of management science buauléi-disciplinary study that draws upon political

science, economics, sociology, management scigsgehology and legal studies.

18 This refers to a hierarchy of managers and tregiresentatives, a hierarchy of workers and their

spokesmen, and specialized governmental agencies.

¥ This refers to the technological characteristi€she work place and work community, the market

constraints, and the locus and distribution of powehe larger society.

2 This refers to a set of ideas and beliefs comyndeld by the actors that help to bind together or

integrate the system.

2L This refers to procedures for establishing rudesl for deciding their application to particular

situations, created to govern the actors at thé&wlaice and work community.

17



Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

Figure 1.1 Theoretical Structure of a Macro Systé Industrial Relations

Government (State)

Employer Workers
(Through Trade Union)

Source: Taylor, B., Chang, K., Li, Q. (20, p. 12z

Deery summarized two important underlying assunmgtiof this model: first, that
power is diffused among the main bargaining groipsuch a way that no party
dominates the othéf;and second, that the state is an impartial guardighe public
interest, whose role is largely to protect the wan# restrain the power of the strong.
Within these assumptions, industrial relations rbayconsidered to be a process of
concession and compromise in which a body of rtdefrains the abuse of power and

enables all parties to achieve gains.

Deery’'s assumptions can also be rephrased by usingepts from political
science so that the ideal tripartite system of Umpoapital and state has to meet the

following three prerequisites to function properly:

» The law must allow independent labour unions, sb émployees argee to
join (or even establish) unions and authorize th&m be collective
representatives of their interests in the tripartitechanism. Only then can
labour and unions be treated as on the same sigl@aras one.

» Employees should be able to exercise tlemocratic rights as individual

citizens, regardless of their union membershippfloence the state’s policies

2 |n other words, competing forces constrain aretktabsolute power.

2 Deery, S. (2001) p. 13.
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

and regulations by their votes and through theessgmtatives whom they
have chosen. In this case, the state can be deenfedan impartial guardian
of the public interest.

* In a society respecting the rule of law, thoughréhmay be power gaps
among labour, capital and state, the three ar¢ettemsequal parties in the
legal framework.

These prerequisites embody the three major civghts of freedom (liberty),
democracy and equality®® in the arena of industrial relations. With thensareasoning
as argued by Deery, the three-party model can sialydwhen freely associated labour
(and unions) can deal with employers on equal gtpuith the democratically elected
state acting as an impartial guardian of the puinierest. We will see in the next
chapter that these prerequisites are not met ima&Chwhich means that the classic
three-party model can not be applied directly.

Existing Studies of Chinese Industrial Relations

As mentioned earlier, research on Chinese induséliations and labour problems has
been stagnant for a long time. More often than mothors utilize their original
academic backgrounds in economics, managementoleggj legal and political
science etc. to tackle industrial relations issiégherefore, most studies cannot be
easily categorized into any of the three previousigntioned research approaches

because they simply did not apply them to the Glénsituatiorf® Nevertheless, we

% McClelland, J. S. (1996).

% This problem, though to a lesser extent, alsstexin western industrial relations circles even
nowadays; it used to be a bigger issue when indusglations started to be recognized as a separat
stream of study in the first part of 2@entury.

%6 As it has been only a short time since the openipgf this research topic by Chinese scholars,
Chinese literature on industrial relations is dtiisystematic. For example, most research about the

working class’s situation in the transitional perifocuses on only two social groups, i.e. the “peas
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Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

may still “borrow” some of the concepts and categothe relevant literature into the
following three broader groups:

e ‘“Unitarist”-HRM approach : Literature in this category looks mostly at

Chinese industrial relations issues from a managemeience (or more
specifically, Human Resources Management) persgedai the context of

the transition from a traditional command to maednomy. Though HRM

is often taken as an American or Anglo-Americaraftleand it is arguable
whether the HRM analytical framewofk can be directly applied to
enterprises in non-western conteXt#, nevertheless provides an interesting
perspective for looking at Chinese enterprise meamyt practices and
industrial relations. Typical of the literaturethis category are Chow and Fu
(2000), Cooke (2004, 2005a/b, 2006, 2008a/b), @ind) Akhtar (2001) and
Zhu et al (2005) etc® These authors mostly have business or management

science backgrounds.

workers” and the “old” SOE workers, paying littlétemtion to the workers in private and foreign
enterprises. Moreover, Chinese scholars are cauiiowexpressing their opinions about fundamental
(usually political) issues. Points are more ofteant not vague and obscure, and this is unfavoutable
normal academic discussions. The Chinese acadenuocgern and caution are, of course, completely
understandable. Readers with sufficient backgrdanavledge of China can usually interpret the tdctfu

and hidden expressions of opinion.

2" Sometimes, it is even more restrictively defiredbeing taken from those “best practices” among

large firms, and more restrictively again, oftenoag blue chip, private and successful firms.

28 Usually, scholars conduct analyses from the petbsmscof several important HRM practices such as
attracting and choosing employees (hiring), teagleimployees how to perform their jobs and preparing
them for the future (training), rewarding employe@®mpensation) and evaluating employees’

performance (performance appraisal).
29 Cunningham, L. X. and Rowley, C. (2008), p. 341.

%0 Other literature that falls into this broad camgincludes Banister, J. (2005), Knight, J. and&d..
(2005).
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“Radical’-Sociological-Political approach: Literature in this category takes

into account the unprecedented social change inaCéund tends to consider
the worsening industrial relations and labour issae one of the major
challenges to the stability of society and the ypatate political system. It

therefore concentrates on the most eye-catchingrarational issues such
as the right of association, collective bargainiagd strikes. It utilizes

theories in sociology and political science to jev explanations and
possible solutions for Chinese labour issues. HBfpigerature in this

category includes Chan (1993, 1997, 2002, 2006EgnC{2003a/b, 2006,

2007), Chang (2002), Feng (2003, 2004) and Yu (@5 These authors

mostly have sociology or political science backgsi

“Pluralist™Institutional _approach : The literature in this category is

relatively scanty when compared with the other tategories, because not
many Chinese scholars are familiar with pluralitustrial relations theories
while even fewer overseas industrial relations anads are familiar with
China. Though limited in number of advocates, #gproach tries to analyse
the whole Chinese industrial relations system feomacro perspective and
explain institutional relationships between variagustrial relations actors.
Typical literature in this category includes Co@Re08b), Taylor et al2003)
and Zhu and Warner (2000) etcThese authors have more diversified

backgrounds than those of the other two categories.

31 Other literature that falls into this broad categincludes Blecher, M. (2002), Chan, A. and Réss,
(2003), Chan, A. (2005), Chen S. Y. & Zhang M. @2)) Clarke, S. (2005), Feng G. (2006), Gilbert, S.
(2005), Giles, J. et al. (2006), Han H. (2005), ptay P. (1969), Huang Y. & Guo W. Q. (2006), Lee,
C.K. (1998, 2002), Leung, T. (2002), Liu A. Y. (2ZDONgai, P. (2005), O’Leary, G. ed. (1998), Prengl
T. (2001), Qi D. T. (2004), Qiao J. (2003), Reshdnstitute of MOLSS (2004 a/ b), Shen Y. (2006),
Tong X. (2003), Walder, A. (1993), Wang L. C. (2p08u X. H. (2003), Zhang Y. M. (2003) etc.

32 Other literature that falls into this broad camgincludes Clarke, S. (2002, 2004), Frankel, 181 a
Peetz, D. (1998), Gallagher, M. (2004).
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Table 1.2 on the following page summarizes the fiegings of some of the major
studies in these three approaches since 2000. dldise existing literature focuses on
the transition of Chinese industrial relations frahe traditional form typified by
practices in SOEs under a command economy towasdsnbre modern system of a
market economy. The literature indicates that, e ttontext of unprecedented
economic transition, the process of change is mixed complex. We will refer to
these and other relevant literature in more dé&ter when we come to discuss specific

industrial relations issues in Parts One and Two.

However, it is necessary to point out that mosthef existing literature focuses
mainly on specific aspects of Chinese industritdtiens, providing little accounts of
the overall broader pictur® The absence of general, comprehensive descriptive
accounts of Chinese industrial relations are a méagrrier for readers who are
interested in the topic yet lack detailed prelinnjn&nowledge; reading mostly
“specific’-oriented papers achieves only a fragmdnunderstanding of Chinese
industrial relations. Therefore, with this thesie intend to make a modest

contribution towards filling this gap of knowledge.

% Zhu and Warner (2000), Cooke (2008 b) and Taglorl. (2003) can be considered as the few
exceptions. The first two are book chapters inestlitollections of descriptive accounts of various
countries’ industrial relations and provide onlyebraccounts of the topic. The latter did put forsva
some new thoughts and insights, but, as we willatee later, further revision is still requiredadapt to

the fast changing circumstances of Chinese induistiations.
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Table 1.2 Major Studies of Chinese Industrial Refet

Literature Key Findings
“Unitarist”-HRM approach-
Chow and Fu | HRM practices in Township and Village Enterprisathough still relatively primitive
(2000) compared to those in SOEs, have been much moreali@aed recently. Firm size may be

institutional factor affecting the implementatiohformal HR practices

Cooke (2005 b)

The economic and political instang of China have a direct and significant effetttioe
ownership and governance structure of firms andréiseltant patterns of human resou
policies and practices; while organizational lestehtegies are important in the adaption
diffusion of certain employment and HR practices.

Ding and
Akhtar (2001)

An organization's contextual variables on the oboof HRM included organizationa
characteristics (ownership, age and size) anditgpetitive strategies. Results indicated t
ownership and the strategic role of the HR functiene key variables, while age and size
the organization had limited effects.

Zhu et al.
(2005)

The changing business environment in China, instehdrganizational strategy an
ownership, is found to be strong predictors of HRMctices. A strategic role for the H
function and implementation of “western” HRM praets are becoming more prevalent
China, though the legacy of traditional practiceduees.

“Radical’-Sociological-Political approach

Chan (2006)

There are two main forces shaping th€Hina Federation of Trade Unions today. Thetf
is internal: its nature as an organizational proaddviaoist socialism and a one-party st
system; and the second is the growing influencextérnal global economic forces ev
since the Chinese economy was integrated intontieeniational economy since 1990s.

Chen (2007)

While Chinese labor legislation stipggaworkers’ individual rights regarding contrag
wages and so on, it fails to provide them withettive rights such as rights to organize
strike, and to bargain collectively. The lack ofllective rights is the major factor th
renders workers’ individual rights vulnerable, loall or disregarded.

Chang (2002)

In the Chinese legal system, strikeshaither legal nor illegal. Such ambiguity hadsed
much confusion. The party-state needs to clargypivlicy towards strikes and recogni
workers’ right to strike as a basic economic rigither than over-cautiously treating a|
strike as a threat of potential political uprising.

Feng (2003)

At the same time as when there have thesmatic transitions in state functions and do
values, little has been changed in regards to tiieeSe union as an “agency” organizati
Employee participation will enhance enterprise pabflity and help regulate clag
relationships, hence maintaining social stability.

“Pluralist”-Institutional approach

rce
and

al
hat
of

cia
bN.

"

Cooke (2008 b)

Diverging across different ownerdgbipns, industrial sectors, and across differentugs of
workers, Chinese employment relations are shapegliabetween the employers and
workers, due to the lack of representational sttengf the unions and employe

associations. The role of the state continues torbeal in shaping employment relations|i

the foreseeable future, while the majority of waoskbave little bargaining power.

Taylor et al.
(2003)

Recognizing the distance between Chinese worketsiaions, a four-party model should
applied to describe the current status of Chinesdugtrial relations. In China, th
government plays a dominant role in industrial tiefss; the position of workers is stead

ly

declining; and overt conflicts of interests aredming more pronounced.
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1.2 The Applicability of Existing Industrial Relations Theories to China

As noted previously, the Pluralist approach - thesnwidely accepted theory used by
western scholars to analyze industrial relatiof@cuses on the interests and goals of
three different parties; namely, the state, empkynd employees, some via their
representative organizations. It further focuseshendegree of conflict among these

actors and the power resources available to them.

China’s industrial relations system, however, does$ fit easily within two
important assumptions held by Pluralists. Firsty@ois NOT diffused among the main
bargaining groups in China but is, instead, higbdycentrated in the hands of the
party-state at the macro level and employers atntiero level. The party-state is
generally in the dominant position. Secondly, thein€se party-state is NOT an

impartial guardian of the public interest but agaization with its own interests.

Moreover, none of the three prerequisitdsr a modern tripartite system are met
in China, for three reasons: firstly, China’s oldipour union, the All China Federation
of Trade Unions, or ACFTU, is not a freely assaaiatinion, but rather an extension of
the party-state systefi. Secondly, the party-state does not allow its eitiz the

democratic right to participate in political lifex@ influence public policy’ Thirdly,

34 We discuss these issues in more detail in Parésadd Two of the thesis.

% Refer back to the discussion in the last section.

% Though the ACFTU had monopolized the name ofdilatunion” for over half a century, for most of
that time, it neither represented the real intsresthe workers nor fulfilled the responsibilitieka real
union. That is why most of the free unions in tharld so far have refused to recognize the ACFT as
“labour union” (Chan, A. 2006: 30Q)Ve discuss this in more detail in Chapters 3 and 6.

%" The employers, as members of the “elite clasaf), ltave some influence over relevant state policies
and regulations, while labour, being in a lowesslaf the society, is virtually deprived of anyght of
speech and involvement{(i& A2 51)", and can only passively accept whatever theegpalicies

and their consequences may be. We discuss thisia detail in Chapters 5 and 8.
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China is far from being a country that respectsrtie of law® and employers and

employees are in unequal positions of power whetispute®

Therefore, China’s industrial relations are verffedent from those of western
capitalist economies and western theories cannotapgliied to China without
appropriate revisiofl’ Regrettably, as far as the literature we revievsedoncerned,
few scholars of Chinese industrial relations take above-mentioned problems into
account. Taylor et al. (2003) is an exception. Hgviconsidered the special
characteristics of China’s Trade Union, Taylor ktpoposed to revise the classic

tripartite model into a four-party model (see Feyar2).

% In recent years, the Chinese leadership has texigaleclared its determination to build a Rule-of
Law Society ¥Eifi#t<), while commentators are still debating whether genuine idea in the mind of
those officials is Rul®f- Law or Ruleby- Law (“From Ruleby-Law to Ruleef-Law” (in Chinese),
Prosecutor Daily 18" April 2008; M “iifil” 51 “Wi6” , KigL H ) , 20084 04 18 H).

% In the best case scenario, even when employaesheoretically “fight” against employers with
“legal weaponsig:#it2%)”, in reality, employees can hardly afford the ¢éimnd money to turn to the
legal system, because the legal procedure is splaated and prolonged that the returns, if ang, ar
usually far less than the cost of the lawsuit. M&@myployers made good use of this to exhaust the
employees attempting litigation (Of course, thiplags also to western legal systems, but the $itoa

China is much worse). We discuss this in more Hgt&hapter 3.

0 This is in fact a generally encountered probler€hina studies. As MacFarquhar and Fairbank point
out, though one cannot deny the increasing inflaerfovestern ideas and examples, it will be supielfi

to apply western terms and methodology to Chinargvle¢hical values, the family system, social norms

and agrarian-commercial economy and polity havertadhape through countless vicissitudes over 3000
years. The Chinese state and society in their ogmdeary guise are end products of a largely separat

evolution, comparable with but far from identicalthat of the west (MacFarquhar, R. and Fairbank, J

1987 pp. 13-15).
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Figure 1.2 A Macro System of Industrial Relations

Theoretical Structure Chinese Structure

Government (State)
Government (State)

Employer Trade
Union
Employer Workers
(Through Trade Union) /
Workers

Source: Taylor, B., Chang, K., Li, Q. (20, p. 12z

This model takes the study of Chinese industritdti@ns one step closer to local
circumstances by recognizing the distance betweaenwand workers, thus treating the
union and workers as separate actors. However nivti sophisticated enough to build a

practical, analytical model for the following reaso

the model does not recognize the unique party-gtaliical system in China,

which differs dramatically from the state systenthia western countries;

it does not provide ‘space’ for discussion of engploassociations, which are
not necessarily the same as individual employesswa shall see in later
chapters;

it does not identify the differences between theFAO and grass-root unions,

treating them as a unified whole;

it does not pay enough attention to the variousngegs of employers and
employees, treating their role as actors in indaistrelations as

undifferentiated wholes; and, finally,

It does not look into specific, one-to-one relasibips among all these industrial

relations actors.
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For these reasons, Taylor et al.’s approach carobsidered as a starting point for the
revision of classic western industrial relationgdhes in the development of an
appropriate analytical framework for China. In thext section, | propose a model that

allows for the complexities not encompassed irfidmework of Taylor et al.

1.3 The Research Questions and a New Taxonomic ppach

After reviewing existing industrial relations thess and relevant literature specific to
Chinese industrial relations, we see that classgtustrial relations models were
developed for western economies with little acconinChinese conditions, and that
there is little literature that presents an ovepadture of China’s industrial relations in
a comprehensive mann&rThe knowledge gaps thus lead us to the broad nesea

questions of this thesis, as listed below:

1. What revisions are needed to make the classic éwgsindustrial
relations theories applicable to China’s situation?
2. What overall picture of China’s industrial relatisrcan we develop by

applying the analytical framework of a revised ni@de

In regard to the problems discussed above, we pwm@ “Six-Party” taxonomic
approach for the analysis of contemporary Chinaduistrial relations (see Figure 1.3).
The Six Parties in this taxonomy refer to the majotors in contemporary China’s
industrial relations, namely the Party-State, timepByers’ Association, the ACFTU,

Grass-root Unions, Employers, and Employees.

“1 Taylor et al. (2003) can be considered as anptige | discuss this particular work later in Ctep
Two in more detail and argue that although thia i®latively rare attempt to utilize western indiast
relations theories to analyze Chinese labour issuascomprehensive manner, it relies too muchhen t

direct application of western theories, with ingiént attention to Chinese realities.
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Figure 1.3 An Analytical Taxonomy for Contempgr&hinese Industrial Relations System

Party - State

Above workplace level A
Relations
' TN
Employer , ! Y \,\
Associations / : / :
< : :>/* ACFTU \
/I : | \
/ | I \
Cross level ! : i !
Relations g : ! 'I
/ : |
: \_ !
: \ ,"
: . Grass-root;
Employers | > Unions /
q--------fF---- L : /
! /
Workplace level :
Relations !
White-collar employees
Emp|0yees Blue-collar employees
Rural migrant employees
Urban employees
SOE Non-SOE
Employees Employees
Large
Enterprises
Medium/ Small
Enterprises
SOEs POEs JVs MNCs FIEs

—»  Top-down relationships from superiors to subordisain the forms of direct orders, indirect
influence of guiding policies, regulations and laws

"""" ¥ Bottom-up relationships from subordinates to supsriin the forms of petitions, appeals and

consultation

Mutual communication relationships based on equalit
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Why identify six parties?

The revision of the original Three-Party into a -Biarty model is based on the

following observations of China’s industrial retats system:

* Since 1949, the nation’s socio-economic-politicativaties have revolved
around the so-called “Party-State”, the structuré functions of which differ
from the state in the western liberal democradksswe see in later analyses,
the party, i.e. the Chinese Communist Party, or G8i&/s the dominant role
in the party-state system, being more importann ttize state in most
decision-making processes. The party-state’s palitpractices have deep
roots going back to the early days when the CCiygled to seize power.
Therefore, China’s industrial relations model musplace the concept of
“State” with that of “Party-State” in order to reguze how political power is
exercised. A model focusing only on the “State”lwimit erroneously the
most important “invisible hand” in China, the Paffy

» The ACFTU is an extension of the party-state rathan a freely associated
employees’ representational organization. It emd®dian inherent
contradiction between furthering the interestshef party-state and promoting
the interests of labodf.This contradiction has its root in conflicts beeme
the ACFTU’s macro- and micro-functiofiSEven though the ACFTU and its

grass-root unions are unified organizationally,irtliily practices are quite

42 We discuss the structure and function of theypstete in Chapter 2.

43 See the detailed analysis in Chapters 5 andtBeofelationships between the ACFTU and the party-

state and between grass-root unions and employees.

4 At the macro (above workplace) level, the ACFHS,an extensional organization of the party-state,
must fulfil the responsibilities allocated by tharfy-state, i.e. “to maintain social stabilit4fi:¢/' 2 2

)" and “to promote economic development £ 5tk )", while at the micro (workplace) level,
the ACFTU’s grass-root branches must also fulfd tbligation of “protecting the employees’ rightful

interests {EJ B T4 7EA8L35)”. (General Provisions in ACFTU 20D3
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different. For this reason, it is necessary notydol treat Chinese unions
separately from employees, as in Taylor et al.B08 model, but also to
distinguish the macro level ACFTU from micro leghss-root unions when
analysing China’s union issues.

* In contrast to the party-state’s strict control oV&bour organizations, the
employers’ associations developed rapidly after 219%nd are widely
supported by government at various levels. Somihede organizations are
official or semi-official, while others are autonoms.”® As more in-depth
economic as well as political reforms are impleradntthese new-born
interest groups are bound to play more importafgsran China’s social,
economic and political lifé% At the same time, because they are official or
semi-official organizations, some of the employeassociations are not
necessarily on the same side as all employers,asisthe ACFTU is not
necessarily on the same side as the employeesefoher Employers’
Associations should be treated as independentsaatoChinese industrial
relations.

* China’s rapidly emerging market economy after t88@0s was not matched
by the development of legal supervision. The opamat of Chinese
enterprises are multifarious, ranging from appglliaweatshops” to modern
enterprises with sophisticated human resource nesn@gt capacities. The
relationship between employers and employees, eniilose in systems
respecting the rule of law, which tend to be reki unified under the
guidance of relevant labour laws and regulatiorss,much affected by

employer will, which turns out to be determined alguby the scale of the

%5 In China, the employer associations are usuallied “industry associationgL14%)” or “civil
chambers of commercd(|f] & <Y)". Generally speaking, the difference between tihe is that the

former name is usually adopted by official or seffieial organizations, while the latter is usuallged

by spontaneously established ones. See the dethdledgssion in next chapter.
8 The possibility cannot be ruled out that someéhese employer organizations may merge with the

degenerated party-state to form eventually a sglatithoritarian regime. We discuss this in mortitie

in Chapters 2 and 7.
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employer’s business and the type of the employawsership’’ In the same
enterprise an employee’s social position also tdféte employer’s attitude
towards him or hef® Therefore, it is essential that a comprehensidastrial

relations model of China take into account the a$feof specific employer
and employee circumstances. As shown in Figure\#e3segment China’s
employers by their ownership and employees by tls@sal background

categories.

This “Six-Party” taxonomy allows us to look inthet specific details of each party
when analysing industrial relations. Part One o thesis, i.e. Chapters 2 to 4,

discusses the history and current status of thesedustrial relations actors.

Why investigate the specific relationships?

Relationships among each of the six Chinese in@dlis&lations actors are subtle. For
example, the relationship between the party-statetide ACFTU is distinctly different
from that between the party-state and employeeghé&unore, industrial relations at
different levels are dramatically different fromcbaother. Macro-level industrial
relations are concerned with various aspects swhpdditics, the economy and
culture,*® while micro-level industrial relations are concednmostly with more
individual economic issues. Relationship lines agist which link industrial relations
actors at different levels, for example, those leetwthe party-state and employers or

employees.

47 We discuss this in more detail in Chapter 6.

8 We discuss this in more detail in Chapter 4.

9 However, as we shall see in the analysis of #terlchapters, in China, the most important

consideration of macro level industrial relatioggolitical.
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For the reasons above, we propose to investiggiaraely the relationships

between specific actors and to categorize thea#ionthips into three broad groupings:

e Relationships above the workplace level. Theseeations among the three
macro-level industrial relations actors; i.e., Barty-State, the ACFTU and
Employer Associations.

e Relationships at the workplace level. These rafgtiare among the three
micro-level industrial relations actors; i.e., {Beass-root Unions, Employers
and Employees.

e Relationships across different levels. These degioas between the party-
state and employees, between the party-state aplbyens, and between the
employer associations and employers. As this gmfupgelationships has a
closer connection with political science than witldustrial relations study,
the limited length of this thesis precludes us frdetailed discussion of this

sub-topic. We look forward to research on this gratt future works.

This taxonomy enables us to look into the spedétails of each set of relationships
between the six Chinese industrial relations act®ast Two of the thesis, Chapters 5
and 6, discusses respectively the first two graefpelationships while the last set of
relationship will be touched upon in future work¥e also notice that the Pluralist
approach emphasizes analysis of a specific systats historical contexts (especially
when the society has gone through revolution on war there are always changes in
the locus of actors (labour, capital and state) ittli@act upon the industrial relations
system through time. This perspective particulatigs China’s case, as we shall see in
later discussions that historical elements sigaiftty affect Chinese industrial relations.
Therefore, throughout the thesis, we will presenpieture of Chinese industrial

relations in a historical context.

1.4 Thesis Methodology and Research Structure

In this section, we first discuss briefly the basésearch methodology used in the

thesis, in particular, the adoption of both quatitie and qualitative approaches, and
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how we treat primary and secondary materials inrds®arch. We then outline the

structure of this thesis.

Quantitative Research vs. Qualitative Research

The debate in the social sciences about the ugeanftitative and qualitative research
is long-standing. Kleining argues, however, tha¢ thwvo methodologies can be
considered as having the same origin. He argues “thantitative methods are
simplifications of the qualitative methods, and acamly be meaningfully employed
when qualitative methods have shown that a sincpliion of identified relations is
possible™® Therefore, there is no right or wrong in the sedecof either methodology.
The choice depends on the project; i.e., the reBequestion, available resources,

research conditions and, most of all, the typenfifrmation required*

In Chinese social science studies, quantitativearet data are usually derived
from either official statistics produced by goveemh organs and departments or
survey data gained from specific academic projespecifically for this research, we
frequently refer to data from the National Bure&ustatistics (NBS/E ZX 4t 11 J5) and
the Ministry of Human Resource and Social SecUMPHRSS, A 7% i 5 2 {4
f:58), supplemented by data from various independeademic researches. However,
as mentioned earlier in Chapter One, the relighdit China’s official data has been

widely questioned for a long time because:

» first, there are deficiencies in the statisticalqass, from sampling methods to

data collection and calculation, permitting littlenfidence in the daf¥;and

%0 Kleining (1991) as quoted by Sarantakos, S. (19932.

°1 Sarantakos, S. (1993) pp. 54-57.

%2 For example, Cooke found that, accordingCiuina Labour Statistical Yearbook 2Q0there were
more union members in the collectively-owned emnisgs in 2006 (9.45 million members) than there

were employees in total employment in the sectd@4(Tillion employees). Similarly, the union degsit
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* second, and even worse, quality data are not alwagslable for public
research, as the regime, by a complex classificatistem 4% /%), sets
barriers that prevent ordinary people from gettimgress to “sensitive”

information>®

To some extent, China’s official data are a toaltteerves the needs of politis.
“Authoritative data are not reliable, while reliablata are not authoritative” is a

dilemma frustrating Chinese social scientists ftorg time.

Turning, on the other hand, to data derived frofmotarly research, even if we
put aside the likelihood of political interferenae such sensitive fields as labour
studies, there is still the almost insurmountabderibr of the vastness of China’s
territory and its enormous population, which degsivmost, if not all, normal surveys
of the sample coverage necessary for meaningftiststal inference. This is a real
problem for any quantitative social science redearc China. To the best of my

knowledge, the most sophisticated quantitative arete into Chinese industrial

level in private enterprises and other non-statdose reported irChina Labour Statistical Yearbook
2007 also seems to be higher than those revealed ipéamiient academic studies (Cooke, F. L. 2008b
pp. 13-14).

*3 For an example, the National Classification Bur@4CB, [ % {44 /&) announced in Aug, 2005 that
death numbers in natural disasters would no lobgeslassified as “Iltems of State Secreld{Z it % 3+
1) ", but death numbers in human disasters such a&-wetated accidents remain confidential. An
official from Hunan province commented: “State ®egris like a minefield; you never know when you
will step on something” (“China Reset the Bottormé.ifor Classification System” (in Chines®&jew
Beijing Daily, 20", Sept, 2005; 1 [|] .25 i 7 i £&”, e, 2005 4 9 H 20 [).

* An extreme example is that of Mr. Qiu Xiaohuaowhas in the position of Director of NBS for only
8 months. Qiu was dismissed in October 2006 fondp&ivolved, with local officials, in making up f
statistics. This case revealed that the officiatistics could be manipulated and distorted bycifs at

will and that the data might be a mere tool foritméans or bureaucrats. In Oct 2008, another new
Director of NBS, Ma Jiantang, said in his inauguspkeech that he would work hard to ensure the

validity of statistics, recognizing implicitly th#te NBS data had long been problematic.
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relations is that of Giles et al. (2006) and Liat (2005)>° They provide good
examples which illustrate the problems mentionealvab

Giles et al. (2006), with various sources of suppbundertook rare quantitative
research. They conducted a survey of 8000 peopBecities®’ with a response rate of
67%. Li et al.had more abundant funding and other official resesiras official
researchers responsible for a “Grade A” signifigangject in the Chinese Academy of
Social Science (CASS} [E4L%lBt). They eventually surveyed 15,000 people in 31

centrally controlled citiesH{%%17) and provincial capitals with a successful respons
rate of 74%.

Though these two groups of researchers had theur§tixthat few ordinary
researchers could dream of in the field of Chingseial science studies, the data

derived from them are still far from satisfactory:

* No matter whether the survey was conducted in Blocities, we have to
point out that these centrally controlled citiesl gamovincial capitals provide
only a part picture of the variety of industrialatoons systems in China.
Government resources put into these major citiesnauch greater than in
other places. Therefore, workers in these cities lsardly be treated as

representative of workers in China’s 300 mediumiboities and over 3000

%> The research by Li et al. (2005) focuses on samalflicts and class consciousness, but there is a

chapter dedicated to labour relations and labopitaleconflicts.

% Grants to support field research were from Michiggtate University, the Chinese Academy of

Social Sciences, the Ford Foundation and the Usityeof Michigan, with support for follow-up
research from the Weatherhead Center for Intemaltidffairs at Harvard University and the W.E.

Upjohn Institute for Employment Research.

" These cities are Fuzhou (the capital city of &ujprovince in the southeast), Shanghai (a ceptrall
controlled city in the east), Shenyang (capitay @if Liaoning province in the northeast), Wuhare(th
capital city of Hubei province in the central), aidan (the capital city of Shanxi province in the

northwest).
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counties>? Interviewees, in the very best circumstances, oy represent
worker’'s experiences in their own city and, as w# gee in the next two
points, even this is arguable.

» All of the interviewees in the two research praogeate urban residents under
China’s unique “Residence Registration (Hukdil,|1)” System> This
means that “Peasant Workers or Rural Migrant Warkét[< T.)”,°° which
account for almost 40 per cent of all Chinese warkare systematically ruled
out and ignored. This is a common problem in mahin€se surveys, official
or academic. The reason is that the most conveniaptfor random selection
of interviewees is to base it on local residenagisteation. However, few
scholars acknowledged that this practice leads ttoeemroneous conclusions
which systematically ignore a significant group oitizens who also
physically work and live in cities though withoutile piece of paper — their
residence registration.

» The demographic characteristics of both surveysh sas interviewee age,
education, political stance#(ifi1ii H), income level and so on, deviated far

from the census demography, even in corresponditigsé* Can data

8 For example, the two most industrialized region€hina — the Pearl River Delta and the Yangzi
River Delta, which cover dozens of medium sizeesitivith thousands of private and foreign-owned

enterprises employing millions of workers — wer¢ included in the surveys at all.

%9 We discuss this system and the huge differenteees China’s urban and rural areas in more detail
in Chapter 4.

0 The total number of “Peasant Workers” is estimiate be around 180-200 millions, accounting for

almost 40 per cent of all Chinese workers (“Redeant China’s Peasant Worker Issue” (in Chinese),

Study Times18" Jan 200627 > It 4, “Hh [ 4« [ T i 257, 20064F 01 H 18 H).

®1 This conclusion is reached by comparing the tuwesys’ demographic data lists with corresponding
data from NBS (2007). | believe that the problemnesendue to the lack of sufficient samples. Agdie, t
question arises as to how big the sample sizere$@arch can be considered “big enough” in a cguntr

with a population of 1.3 billion and a working pdgtion of 764 million.
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collected from interviewees represent the voicerdinary Chinese workers,

even in their own cities?

| do not want to be over-critical of the two surseyespite the problems, these two
projects produced the most sophisticated data sdmolarly quantitative research into
Chinese industrial relations available at the tohevriting. Data from other research
projects are generally more limited. The two susvaye examples of how difficult it

can be to have good quality quantitative researd@hina.

Lacking financial and various other (for exampldficaal and/or personal)
resources which are essential for worthwhile qaamie research in China, | was
unable to conduct research even at one tenth ofethed of the above mentioned
research, let alone improve upon it. Thereforethia thesis, | will avoid using self-
conducted field work to collect quantitative datalavill be very cautious in my use of
data from any source, official or unofficial: wheach data are available and their use
is absolutely required, we make cautious use ahthevoiding reliance on them for
major conclusions. Data, in this thesis, only waskevidence “on the side” to give

additional support to arguments or to help draw eical pictures of certain topics.

The methodology of this thesis can thus be categdras qualitative in a broader
sense. | utilize the interview summaries of puldihresearch projects rather than
conduct field interviews myself. The reason is theasides budget and resource issues
mentioned above, interviews, which are one of tlestnpopular qualitative research

methods, contain various limitations in themseR&She position of this thesis to

%2 |n this case, even if the researchers had linthedt conclusions to urban workers (or urban wrske

in the specific cities), which they did not, thea@nclusions were still questionable.

63 Apart from the general limitations, it is worthipting out that interviews should be treated eveme
cautiously in China because of China’s complexitith its huge territory and enormous population.
Significant differences of opinions will be foundnang people; more often than not, a question will
elicit a vast range of answers. This, for examjgeyhy three distinct conclusions, based on difiere
interviews, could be drawn by different scholargameling Chinese SOE workers (see the detailed

discussion in Chapter 4), with each set of findiagpearing to be well justified.
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provide an overall description of Chinese induktedations actually prevents me from
drawing conclusions on the basis of certain spefiéid interviews. Rather, the thesis

builds its discussion on the basis of availabléohisal and current documents.

That is to say, this is a theoretical thesis tryimgestructure and reshape existing
materials to generate a broad picture of Chinedesitnial relations under the guidance
of a new analytical framework, rather than an erogir study drawing specific

conclusions on the basis of a self-conducted fietg:arch.

Primary Materials vs. Secondary Materials

As Chinese and international scholars have difte@efinitions of primary and
secondary materials, it is necessary first to ldhe differences in their different

cultural contexts:

e Chinese scholars usually consider primary matemaalghose collected by
their own hands and categorize all others as secgndhe underlying logic
is that official data are not reliable while, oretlother hand, “seeing is
believing”. Thus, materials collected by one’s oefifiorts are, though not
official, at least “reliable” and worth being codsred “primary”. This logic
indeed has its own good reasons, especially inakacience research in
China.

e Primary materials in western research have a braadaning, referring not
only to those collected by the scholar him/herbatfalso to documents from
the relevant agencies and statistics and raw data the research of other

scholars.

Clearly, there is no right or wrong approach, pusbatter of terminology. We adopt the
western convention for the convenience of westeaters, as this thesis is written in
English addressing them. Therefore, in this thedigfficial documents and statistics
and the raw data from the research of other schealer treated as primary material,

while scholarly and journalistic reports and comtaers are considered secondary.
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We utilize all possible references, both primaryd asecondary, recognizing the

importance of establishing their reliability.

Research Structure

In this chapter, we describe the methodologicgbaration for the research, reviewing
major western industrial relations theories, disous their applicability to Chinese
reality, and proposing modifications so as to adhpm to China’s situation. In the
main body of the thesis, i.e. Part One (Chapte&dhd 4) and Two (Chapters 5 and 6),
we utilize the revised analytical model as outlireatlier in this chapter to analyse
China’s industrial relations, discussing the siyanandustrial relations actors (Chapter
2 to 4) and the interactions among them (Chapterdb6). In the concluding Chapter 7,
we draw the conclusions of the research. The kayeobs of each chapter are outlined
below:

In Chapter One, A New Taxonomic Approach for AnalgsChinese Industrial
Relations, after a brief literature review, knowgedgaps which generate the research
questions of the thesis are identified. A new saxtptaxonomy is then developed for a
systematic analysis on contemporary Chinese industlations, with all following
chapters utilize this framework for the analysise Also discuss the methodology and

structure as well as the significance of the redear

Chapter Two, Industrial Relations Actors above\ttherkplace Level, focuses on
the three major actors in contemporary China’s owevel industrial relations: the
party-state, the All-China Federation of Trade WsSIqQACFTU), and the employer
associations. In this chapter we summarize the mmales of the party-state in China’s
industrial relations. We then review the historyd aturrent status of the ACFTU,
discussing how it gradually shifted from a politice®@ a more service-oriented
organization. Finally, this chapter describes theetbpment of employer associations

in China.
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In Chapter Three, Institutional Industrial Relagsoictors at the Workplace Level,
the institutional actors, the grass-root unf8mmd employers, at the workplace level
are discussed. We argue that there are signifiddfgrences between ACFTU and
grass-root unions, and that reform of grass-roadng) such as election of delegates
and daily activities, has been significant. We a¢sglain China’s unique, mixed
economic model and contend that employer behawbaould be analyzed on the basis
of segmenting the enterprises by operational staeownership type.

Chapter Four, Individual Industrial Relations Actoat the Workplace Level,
answers three questions: first, who are in the eyga class? Second, how is the
employee class stratified? Third, what is the comterary situation of the employee

class in industrial relations?

Chapter Five, Interactions among Industrial ReftatioActors above the
Workplace Level, analyses interactions among theystate, the ACFTU, and the
employers’ associations above the workplace ldviest, we analyze the interactions
between the party-state and the ACFTU during varioaistorical periods,
demonstrating that even though the ACFTU was aensxbn organization established
by the party-state directly, their relations wemg always simply “the subordinate
obeying the superior F 2% it M |- 2%)”. Second, we demonstrate that the China
Enterprise Confederation-China Enterprise Directassociation (CEC-CEDA), the
All China Federation of Industry & Commerce (ACFI@hd the civil chambers of
commerce developed distinctive relationships witd party-state due to their specific
characteristics. Last, we describe a newborn eritiy National Tripartite Conference
on Labor Relations Coordination (NTCLRC), and cadel that this is not a tripartite

mechanism in the real sense but yet another quasabcratic organization.

Chapter Six, Interactions among Industrial Relaidkctors at the Workplace
Level, shifts attention to interactions among thee¢ major industrial relations actors
at the workplace level: the grass-root unions, eygs and employees. First, we

discuss the relationship between grass-root uraodsemployees, pointing out that, for

% "Grass-root unions” refers to the enterprise-léarainches of the ACFTU, unless otherwise stated.
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most of the time, grass-root unions used emplogse®ols to serve the will of their
superiors, the party-state and ACFTU. Secondly, angue that, for historical and
political reasons, the ACFTU’s grass-root unionsl lealy limited interactions with
employers in periods such as 1921-1925, 1949-1&4%®,from1979 onwards, pointing
out that interactions were more political during tirst two periods than the ISt.
Finally, we analyze relationships between employerd employees in enterprises of
various ownership types, demonstrating that thelttheadevelopment of those
relationships depends on whether the state stricigerves labour-related laws,
regulations and rules promulgated during the deeaftée 1997.

In Chapter Seven, Conclusions and Future Studiesswnmarize all the major
findings in the previous chapters. We then disdogsfly the implications of the
research. The chapter concludes with a list ofiptes$uture research topics regarding

industrial relations in China.

1.5 China’s Labour Market and the Significance othis Research

In this section, we first present a bird’s-eye viefAChina’s labour market and discuss
the economic and political significance of Chinkd®our issues; we then identify what

this research can do for enhancing better undefstgof Chinese industrial relations.

A Bird’'s-Eye View of China’s Labour Market

Table 1.3 outlines a brief picture of China’s imreerdabour market. However, it is
worth repeating that official Chinese data arevesy reliable and need to be used with

extreme caution, which will be proved immediatelgldw. Generally, such data

%5 We also argue that, though the interactions betvgrass-root unions and employers have been more
economic and less political since 1979, grass-tmitns have played a limited role in bargaining and
dealing with employers (both in SOEs and in non-SQBecause the existence and operation of such

unions are highly dependent on the will of the eaypts.
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provide only a rough understanding of the situateomd alone cannot sustain a

comprehensive analysis.

Table 1.3 Main Indicators of Chinese Labour Stast

Ltem 2006 Ratelz(nzcorgsjfoo)
Total Population (1,000,000 persons) 1314 0.5
Population Above 16 years (1,000,000 persons) 1035 0.9
Economically Active Population(1,000,000 persons) 782 0.5
Employment (end of year, 1,000,000 persons) 764 0.8
Urban Employment (1,000,000 persons) 283 3.6
Rural Employment (1,000,000 persons) 480.9 -0.8
Average Earning of the Urban Units Employment (RM 20856 14.6
Average Wages (RMB) 21001 14.4
Urban Registered Unemployment(10000 persons) 847 1.0
Non-economically Active Population(10000 persons) 25262 2.5

Source: reproduced by using information from NB8 BIOLSS (2007), disc edition, Table 1.1

According to these official data, by the end of @0China had a total population of
1.31 billion, of which 59.5% (782.44 million) wascanomically active. The

employment rate (97.6%5)seems to be high,but the figure itself is problematic,

® This figure is derived by dividing 764 millionr®loyment) by 782.44 million (economically active

population).

67 Cooke points out that part-time employment isammon in China, in part as a result of the low-
wage full-employment policy adopted by the governtrduring the state planned economy period. In
addition, driven by the Marxist emancipation thedlse state encouraged women to participate in
employment to gain financial independence and er#hdimeir political and social status (Cooke, F. L.
2008b p. 1). According to the data, female empley®ake up 46.5% of total employment (NBS and
MOLSS 2007, disc edition, Table 1.44).
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because 480.9 million of the total of 764 milliom @mployment came from “rural
employment” which includes 194.59 million in vargobusinesses based in rural areas,
while the remaining 286.31 million are in rural pary industry?® It is the 286.31
million employed in primary industry that pose tingestion: does China really need so
many peasants to produce food? According to theasbn of Ministry of Labour and
Social Security (MOLSS?73)5 4/ [& ), (2007), China's farming land needs
only about 170 million workers for efficient prodian; that is to say, there are almost
120 million labourers in rural areas who are codrdae employed in statistics but are
believed to be redundant and always ready for @ppxiunity to enter the non-primary
industry labour market (mostly as blue-collar wagje For this reason, the supply of
low-end blue-collar workers seems to be almostnuitdid in China. The “buffer stock”
of cheap labour, which is reserved in rural ardagesy low cost, is the major reason
for China’s slow improvement in employment condisovhen compared to its overall

economic growth.

Due to the Chinese government’s long-held ‘dual ag@ment’ concept which
treated the rural and urban populations with dravally different policies® public
services and facilities are much more availablerban areas. Therefore, theoretically,
statistics regarding urban population and employmsbould be more reliable. But are
they? According to the National Bureau of StatssiibBS, [E 5 4¢ it 5), (2007), by
the end of 2006, China had an urban populatior7@f@ million’° Though there is no
specific published figure for the economically aeturban population, if we apply the

national percentage of 59.5%the number should then be at least 343.35 million.

8 NBS (2007), on-line edition, Table 5.2

%9 We discuss this in more detail later in Chapter 4

0 NBS (2007), on-line edition, Table 4.1

™ This is a relatively conservative assumption,was know that urban people are generally more

connected with economical activities; hence thecgmtage of economically active urban population

should be higher than the national average.
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this case, there is a gap of 51.78 million betwdenestimated economically active
population (343.35 million) and the published urlgamployment (283.1 million) plus
urban registered unemployment (8.47 million). Theneo official explanation for such
a significant gap. There are several possible readwrst, many employees in small
enterprises do not have formal contracts, so tney tvere omitted from the official

statistical survey; second, as unemployment sudssigirovided by the Chinese
government are minimal, yet required complex apyiim and approval procedurgs,

many people simply do not bother to register asmpileyed; third, the government
might have directly manipulated the number of unleygd. Actual urban

unemployment must be much higher than the offidiala. Though smaller in size
when compared with those in rural areas, the “ibugteck” of unemployed labour in
urban areas, which can be estimate to be at Mastot three times the official number
(i.e. at least around 15-20 million), is not ingfgant. This, too, contributes to

stagnant employment conditions in China.

Another major indicator of a labour market is in@nThe declared annual
average wage in 2006, as shown in Table 1.3, waB RM001 (around AUD 4,200 or
USD 2,940), but this is far from the experienceoddinary Chinese. The figure is
probably due to the “averaging effect”, where ahhignk manager with an annual
compensation package of RMB 500,000, not to meraid®EO with an even greater
package, makes the “average wage” of workers appaah higher than they are. This
is a significant defect in the data, taking intea@mt China’s huge income gap between
the rich and the podF.Problematic though they are, the data do confliat China

2 Interested readers may refer to the “Regulationumemployment Insurance” issued by the State
Council in 1999, available &ttp://www.gov.cn/banshi/2005-08/04/content_20288.{ast accessed on
22nd Jan 2009).

3 We discuss China’s growing gap between the nchthe poor later in this section.
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falls into the World Bank’s broader definition oflawer middle income economy
(average income of US$936-3,705 per cagita).

Aside from the above mentioned main indicators,ftlewing information may

also help to draw a broad picture of the Chinebedamarket in 2006:

e Educational Level of the Employe®.63% of the employed population had

tertiary degrees/certificates, 11.9% had seniohn Bighool (year 12) certificates, 44.9%
had junior high school (year 9) certificates, whitee remaining 36.6% were either
illiterate or had only primary school (year 6) derates’”

e Employment by Industry Groupt2.6% of the employed population were in

primary industry, 25.5% in secondary industry a@®%6 in tertiary industry®

e The Minimum Wage:Chinese city governments have the power to decide

locally their own minimum wages, which range frorMR 320 (AUD 64) per month
in Longnan, a second-tier city in the north-wes@ansu province, to RMB 780 (AUD
156) per month in Guangzhou, the capital city oé tsouth-eastern Guangdong
province’’

e Working Hours:theoretically, the standard is 8 working hours gay or 40

hours per weel& In addition, employees are entitled to 10 daygudflic holidays per

year and personal annual leave ranging from 5-15,d#epending on years of service

" World Bank’s Official website information:
http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATIHCS/0,,contentMDK:20421402~pageP
K:64133150~piPK:64133175~theSitePK:239419,00.tamtessed on 12th, Jan, 2009).

> NBS and MOLSS (2007), disc edition, Table 1.4@&téNthat China has a nine year compulsory

education system.

% NBS and MOLSS (2007), disc edition, Table 1.5

" “Summary of Minimum Wages Nation-wide - 2006 vens (in Chinese), available at

http://www.labournet.com.cn/2005zdgz/2006. éespcessed on 15th Jan 2009).

8 Article 3 in State Council (1995).
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in an enterprise’”® However, the implementation of these regulatioraried

dramatically, largely in accordance with the empiwsy types of ownership.

Summarizing the findings above, the first impressiee may have is that China’s
abundant labour resources of mostly blue-collarkens with a lower education level
kept China’s working conditions at a relatively endeveloped level, which helped
establish China’s competitive edge in the globa@nemy. At the same time, China’s
vast population, which is moving from low to middlacome levels, with an
unprecedented economic growth rate over the debaftee 2006, posed a series of
issues which may well lead to socio-political irsligy. 2" It is within this broader
context of the sheer size of the labour market tGhtnese industrial relations
developed during the era of economic reform. lagminst this background that we

conduct our research.

The Economic Significance of Labour Issues

Internationally, the competitive advantage of Ces@roducts, which was established
mostly on the basis of cheap labour, swept worldketa before the onset of the global
economic crisis in 2008. For example, accordingote estimate, in 2004 China
produced two thirds of the world's photocopiersyes toys, and microwave ovens,
half of its DVD players, digital cameras, cement aextiles, 40 percent of its socks,
one third of its DVD-ROM drives and desktop compsitea fourth of its mobile

telephones, TV sets, steel, car stereos, and $dlorface of the challenges arising

™ Article 3 in State Council (2007).

8 We discuss this in more detail in Chapter 6.

8 |nterested readers may referiesina, A. et al. (1996) antdelliwell, J. (1992) for what kind of risks

the economic growth could pose to a society.

8 skidelsky, R. (2005).
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from cheap Chinese imports, various parties paideclattention to China’s labour
problems. Some interest groups in the west usedsshe of low labour standards to
occupy the moral high ground and fight the perait@hinese Threat® The labour
standards issue is admittedly one of the majorlprob in China’s industrial relations
(as we will see in later chapters), but the quassowhether it is possible to identify a
universal labour standard, taking into accounthhbge variation in productivity and
living standards around the woflEven if such a labour standard were established, i
might take decades, according to Bamber, befored3ki labour costs are increased to

levels which compare with those prevailing in depeld market economiés.

8 For example, the American Federation of Labor @odgress of Industrial Organizations (AFL-CIO)
has several times presented “301 Petition Regardiotion of Workers Rights in China” to the US
government. The petition alleges that the Chineseeignment persistently and systematically denies
workers’ rights, harming US workers and communijtieading to the loss of a million US jobs to China
as a result of China’s repression of worker rigig=L-ClO 2006) Although the US government has
formally turned down these applications, it hasdusech issues as a tool to put political pressarthe
Chinese government (Bamber, G. 2005 p. 7). As pdirdut by Chan and Ross, in the context of
globalization and free trade, there appear twongtgaalliances in labour relations: on the one side,
western bankers and multinational companies (emgpf)yalign themselves with the governments of
developing countries; on the other, western labemat human rights NGOs and trade unions stand
together with their own governments (which theyalisuoppose) (Chan, A. and Ross, R. 2003 p. 1014).

8 The following experience illustrates the diffigubf setting a labour standard for a country I#eina,

not to mention a more diversified world. In Aprid@3, the police and labour authority in Dong-guan,
major manufacturing centre next to Shenzhen andyktumy, rescued dozens of lost children who were
from Liangshan, a poorer part in Southwest Chimal, @orked in some sweatshops in Dong-guan. But
the children refused to go home because they cealdnore at the factory than at home, even though
they had to work 13-14 hours per day. When thenalist told the mother of a lost child that herlghi
ate rice only every two or three days, the mothez&ction, to the journalist’ surprise, was joyheat
than sadness. Experts believed that poverty réiaerthe widely condemned “sweatshops” was the real
enemy in such cases (“Research on Liangshan Chiltblrers” (in Chineseouthern Metropolitan
Newspaper29", April, 2008).

% Bamber, G. (2005) pp. 7-8.
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Domestically, concerned parties began to realiz¢ ¥Wolation of labour rights
contributes to widening income gaps and deepemegaistension. The gap between
rich and poor continued to grow during the decdtlr 4995. According to data from
the NBS, China’s Gini Coefficient exceeded the gelte accepted line of 0.4,
reaching 0.46 in 2002 and 0.47 in 28®€hen argued that only by adjusting the labour
protection system and establishing social secungtworks can the Chinese
government stop the worrying trend toward wideningome difference&’ At the
CCP’s Seventeenth National Congress held in Oct?b@v, the central leadership for
the first time raised concerns about labour prataciand fair income allocation among

different social groups® In accordance with the Party’s concerns, the state

8 As quoted by Fan J. P. (2006). Fan points outGmna took only 20 years to change from one of the
most egalitarian countries in the world to one witle biggest gap between the poor and the rich:
China’s Gini Coefficient has grown from 0.24 in 49® 0.32 in 1990, then to 0.47 in 2004, doublimg i
merely two decades. Advocates of reliance on thekebaF. A. Hayek being a leading figure, whose
ideas dominated mainstream Chinese economic thaagtite reform era, had contended that, if the
distribution of earnings was the outcome of a fpeieing process in the market, what the “invisible
hand” produced should be deemed the most reasoaableggement: when the market is short of labour,
the employees enjoy more generous compensationwaet the market is in surplus of labour, the
capitalist enjoys a lower labour cost -- there #thdne no moral value judgement in either case (KHake

A. 2003). But in a modern civilized society, theegtion inevitably arises: should there be a morally
defined bottom line for labour standards, regasdtefsthe market situation? Should we allow the tich

get ever richer and the poor poorer?

87 Chen, L. S. (2005). However, Qiao argues tha€kisa’'s comparative advantage in the international
division of labour is its cheap labour, the stai## gontinue tightening its control over labour t®3$0
maintain China’s attraction of foreign investmeat further economic development. Therefore, labour
relations will inevitably enter a turbulent pericahd the working class may suffer even more, bgarin
the costs of the reforms with exposure to riskhsag severe unemployment, wage and benefit cuts and

lower living standards (Qiao, J. 2003).

8 CC- CCP (2007). This document virtually rejectieel predominant concept upheld by Deng Xiaoping
in the early 1980s of “let some people get richtfiik—#B4% A58 & K)”. Actually, years before the
CCP paid attention to the issue, scholars suchias Iiad argued that social unfairness in Chin&rim

of an unjust income distribution, had reached saigoint that there would be social turbulence & th

government remained inactive in affairs such asualprotectionQiao, J. 2003).
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promulgated a new “Labour Contract Law” in late 20&hich came into effect ori'l
Jan, 2008?

The Political Significance of Labour Issues

In China, almost any socio-economic activity hamedind of connection with politics.
Labour problems, due to their special charactesstiave even more political content.
Not only have labour issues been a significantctapthe People’s Republic of China’s
(PRC) long complicated political history, as we dgaelater chapters, but power
imbalances between capital and labour have resditedtly in serious labour disputes,

which pose severe challenges to China’s sociallisyaéind development’

Unless solved properly, economic issues sisclabour disputes can easily evolve
into political issues, affecting the stability ahdrmony of the society. According to
statistics from the MOLS%, labour disputes have risen 30% annually sincel §89s.
Workers involved in formally recorded labour disgsiare estimated to be more than a

million each year, while many more disputes wereracorded at aff:

8 We discuss this new law in more detail in Chagtewhen we deal with the issue of adjustment of

labour relations confronted by non-SOE employees.

9 Research Institute of MOLSS (2004a).

1 Starting from early 2008, the Ministry of Humaes®urce and Social Security (MOHRS'S;}; % i
E# 2355 %5) was established to replace the MOLSS and thesttinbf Personnel K Z#). In this

thesis, we continue to use MOLSS when it comesduoas earlier than 2008.

92 Research Institute of MOLSS (2004ote that official data usually underestimate tegaisness

of negative issues. The number of workers involiredabour disputes must be far higher than one
million in reality. One million workers involved idisputes is a low percentage of the 700-odd millio
working population in China. If the data were trae, one would have to bother about China’s labour

issues. A possible reason for the underestimasothat, as will be discussed in Chapter 2, complex
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Yu argues that during the decade after 1995 stesgfyir protection of labour
rights had a “Protection by Justificatiobl € 4E4)" character, meaning that workers
(especially SOE workers) took action not on thesat“survival ethics 4= 171 F)”
but on the basis of orthodox Marxist “political ieth (B ¥4 16 #)", ° wherein the
working class is described as the main force obltgion, the master of the party and
state, and the leader of the whole society. Thaselagical notions misled the Chinese
working class into considering itself an inheremtrtpof the party-state, thus (quite
unintentionally) providing a useful weapon for tiwerkers to struggle against unfair
treatment. Therefore, the party-state faced em&smrant when workers struggled on

the basis of such political ethics.

Incidents in the struggle for labour rights, whighl be discussed in more detail
in later chapters, shake the very foundation ofiéggimacy of party-state rule. Taking
into account the fact that China, at least nomynadl still “a socialist state under the
people’s democratic dictatorship led by the workatess and based on the alliance of
workers and peasant&”the political aspect of labour struggle is nolitri matter in
China.

The Significance of this Research

For both economic and political reasons, as digtisbove, Chinese labour problems
attracted considerable attention in the internatiomedia and academic literature.
However, as we have seen, little of this literatapplied a systematic analytical

framework to draw a broader picture of Chinese stdal relations, focusing instead

dispute settlement procedures have virtually prackrihe majority of dissatisfied employees from

taking formal action, with the result that the ditgs are not recorded in official documents.

% Yu, J. R. (2006b).

% National People’s Congress (2004) p. 80.
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on specific issues such as freedom of associatgureiand labour disputes. Therefore,
in this thesis, we attempt to propose a new armalyframework appropriate to the
specifics of China’s industrial relations. By edisting a taxonomy of actors and
relationships, we are going to conduct researah @hinese industrial relations in a
more systematic and comprehensive manner. To attewe seek to provide answers

to the following fundamental questions on Chinaiatemporary industrial relations:

What is the historical and current status of Ch@alx industrial relations
actors? What are the relationships among them apd mmight these

relationships develop?

What we have proposed in this thesis is a new wagpaking at Chinese industrial
relations. Instead of following the old approachamialysing industrial relations by
focusing on the three major parties, we will, fiystadd three parties “with Chinese
characteristics”, and secondly, pay attention ®dpecific relationships between each

one of the six industrial relations actors.

However, the all-encompassing characteristic & tltskonomy, which is designed
to be a tool for a broader descriptive account bin€se industrial relations, makes it
impossible to conduct sufficiently sophisticatee@ldi work to provide adequate
empirical data for the analysis of all the sub-tspcovered in the thesis. Therefore,
instead, only already available data, official,deraic, primary and secondary, will be
used to provide examples of how Chinese indugtelations can be described by using

this taxonomy.

For this reason, this thesis only acts as a stagoint for the application of the
new taxonomy. It is expected that a series of d@ogdirstudies focussing on more
specific sub-topics of Chinese industrial relatiani be forthcoming in the near future.
That is to say, this thesis focuses on the morergéand broader issues regarding the
analysis of Chinese industrial relations, so thdatie empirical studies can progress
from “general” to “specific’. For example, the déwement of a series of labour-
related laws since 1994, including the more reggmbmulgated Labour Contract Law

(2007), has been a hotly debated specific sub-topiChinese industrial relations. A
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full account of the laws and commentary on thelilgfects of specific provisions will
itself be an appropriate topic for another poténBaD or post-doctoral research.
Throughout this thesis a lot of specific issuesuneg further detailed analysis will be
encountered. However, although we will do our Hestleal with them appropriately
for our purposes, we must constantly resist theptation to slip into details which

may lead to a loss of the focus of this thesis.

It is also necessary to state here that, becausewf limits, the thesis focuses
only on industrial relations institutions/actorsdatheir inter-relationships. It does not
analyse specific matters regarding the processaaduoistrial relations; e.g., labour
participation in daily operation/management, labodispute and settlement
mechanisms, or collective bargaining/consultatioocedures which lead to collective
contracts. These issues will be touched upon otlgnawe come to discuss relevant
actors and their relationships.

We believe that the discussion and conclusionfiefthesis will be valuable for
those interested in China’s social development p@mticular, the development of
modern industrial relations). In the course of tihisis, we offer considered views to
elicit those of fellow researchers.

However, the huge territory, vast population, Idmigtory and complex social
environment all contribute to the difficulty of CGia Studies. As Gallagher asks,
“...given the many varieties ...and ...diversity of Chimajt possible to generalize
about the emerging picture of labour relations ¢R&P Clearly, this thesis cannot
cover every detail of China’s industrial relationsy did the author have the resources
to conduct significant field research in ChiftaTherefore, even though the thesis

attempts to analyze China’s industrial relatiommsrfra new perspective and with a new

% Gallagher, M. (2004) p. 15.

% The political sensitivities of labour studies irhiia are obvious and are an impediment to field
research. Quite apart from this, the huge terrjitenyormous population and diversity of China would
make it almost impossible to construct a relialdengle, as we have seen in some cases mentioned

earlier in this chapter.

52



Chapter One A New dmamic Approach for Analysing Chinese Industriald®ens

framework, the “base materials” are not new. Thesith relies on primary materials
such as open official documents and statisticsetsday the government or relevant
organizations, as well as secondary materials sischhe research results of other

scholars.

For the reasons above, we make only modest andnptagclaims regarding this
research. This thesis does not claim to be an atdtiee study of Chinese industrial
relations; rather, it takes the opportunity to $time of the gaps in the literature and to
present readers with contemporary material reggrtfia topic in such a fast changing
country. Bearing this in mind, | set the followipgsition for the thesis and attempt to

achieve the corresponding goals:

1. Bring western industrial relations theories to #itiention of relevant Chinese
scholars, and, conversely, bring Chinese industeiations issueas they are
to the attention of relevant western scholars.

2. Embark on the first attempt to revise the westadustrial relationganalytical
model to adapt it to the realities of China.

3. Apply the revised model and develop an over-altysee of China’s industrial

relations which is as objective and accurate asiples

We do not, however, attempt to propose any solutiohina’s immense industrial
relations problems. Such proposals would needki® iteto account the complexities of
Chinese politics, economy and society, which camllizebe accomplished in a single
piece of research. We shall be content if thisithesntributes to a clearer analysis and
description of China’s industrial relations, whictay help the development of a better

understanding of and a better strategy for tackimegissue.
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Conclusion

China’s newly developed labour market and the syt series of labour issues have
captured much attention due to both economic atitigad considerations. However,
little of the existing literature applies a systeéimanalytical framework to draw a
broader picture of Chinese industrial relations. Ydesed research questions as to
whether western industrial relations theories carapplied to China’s situation, what
revision(s) need to be made, and what overall ppoddi China’s industrial relations can
be developed by applying the analytical framewdrk oevised model. In this context
we propose a taxonomy that allows for the complexinot encompassed in the
frameworks of Dunlop (1958) and Taylor et al. (200Bhis taxonomy of industrial
relations equips us, we believe, to conduct rese@to Chinese industrial relations in
a more sophisticated and systematic manner anddgrenswers to some fundamental

guestions about contemporary China’s industriati@hs in the following chapters.
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Chapter Two

Industrial Relations Actors above the Workplace Leel

Introduction

In the previous chapter we discussed the substatiffarences between China’s
industrial relations and those of western indulitea capitalist economies. Having
regard to China’s unique historical circumstanags, proposed a new analytical
model for China’s industrial relations system. Begng with this chapter, we

analyse Chinese industrial relations in detail pylging this model.

This chapter focuses on three major actors in ral@se industrial relations,
the party-state, the ACFTU, and employer associatigVe draw a broad picture of
the party-state system in industrial relations distuss its major functions. The
chapter reviews the history and contemporary statttise ACFTU, discussing how
it gradually shifted from a political organizatitma more service-oriented one. The
chapter concludes with a description of the develem of Chinese employer
associations, explaining briefly three distinctagpmf employer associations legally

operating in China.

2.1 Party-state

The biggest difference between China and westeuntdes in the matter of state

structure is the “party-state” system in Chifa.

" In this thesis, the party-state refers to the groeombination of the Chinese Communist Party,
founded in 1921, and the People’s Republic of Chésséablished in 1949. Limited by the length of
the thesis, we do not include in this chapter aroduction to the history of the party and theestat
but will touch upon certain relevant historical eigewhen discussing specific industrial relations

issues. Interested readers may refer to Fairbar{(@983), Fairbank, J. and Feuerwerker, A. (1986),
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In principle, in modern liberal democratic systenpgople express their
political preferences by voting, thereby legitimigithe state’s powér.State power
is then further separated into three major areas, eixecutive, legislature and
judiciary, to prevent the possible abuse of poWdthe concept and structure of the
state in China are completely differéitNominally, China has elections, but these
are far from free or democratic in a western se@é@ma also has divisions among
the executive system (the “People’s” Governmertig tegislative system (the
“People’s” Congress), and the judiciary system (tReople’s” Court and the
“People’s” Procuratorate), but there is barely &alance of power, or ‘separation
of powers’, in a western sense, among them. Tledkéerence lies in the matter
of “legitimacy”, whether the state’s legitimacy des from the people’s will, and if

so, how this will influences the actual operatidnhe state.

In China it has been observed by many critics that people’s will is
dispensable. The party-state system implies tltahary citizens need to be guided
by an elite vanguard group. Therefore, beneathsthe apparatus is a “hand”

which manipulates the operation of the country. tThand is the Chinese

MacFarquhar, R. and Fairbank, J. (1987, 1991) ahdng, H. et al. (1997) for more detail

discussions regarding the history of the partyestat

% Hobbes argued that people transfer their “namighit” of holding arms for self-defence to the
sovereign so as to escape from “the war of eveny against every man”, and that this explained the
origin of states(Hobbes, T. 1651 pp. 99-114). Locke believed thedpbe, by their own wills,
conditionally transferred part of their naturalhig to states so as to better protect their lilesrty
and property (Locke, J. 1681, p. 57). Though Loskéewpoints were traditionally considered to be
a criticism of those of Hobbes, by avoiding theusngnt as to whether rights were transferred by
fear or by liberal will, we can identify the comm@uoint that the state is founded on the rights

transferred from people to cater for their neegrotection.

% McClelland, J.S. (1996).
190 1f we trace back the theoretical origin of thexcept of the state in a “socialist country”, wedfin
the shadows of Hegel and Marx. Hegel consideredstie as nothing more than an apparatus for
the convenience of ruling. Marx, who was deepljueficed by Hegel, developed the thought and
incorporated them into the classic “Marxist theofystate” — the state is a tool for class struggld
oppression and is the superstructure that sene®t¢bnomic infrastructure (Fukuyama, F. 1992;
McClelland, J.S. 1996).
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Communist Party, which is beyond the control aratheof the general publité
This “hand” is both “visible” and “invisible”. Orhe one hand, it is visible because
party organs operate openly in all state instingjo semi-governmental
organizations F MV {7) and even enterprises (mostly in SOEs and JVs)th@n
other hand, it is invisible because there is naudwnt which specifically states that
organizations must follow the orders of the PaHpwever, one of the so-called

“Four Basic Principles*®?is “Adhere to the CCP’s Leadershifié {35 5% [1145
)", which implicitly indicates that the Party hdsetfinal decision-making power

over all major issues. This is the essence offibgy-state” system.

In the following two sub-sections, we look in teethktructure and roles of the

party-state, particularly in regards to industrehtions.

2.1.1 Structure of the Party-state

In China, the “party-state” system penetrates ewspect of political, social and
economic life. As a sub-system of the broader $sgistem, the industrial relations

system is no exception.

The “party-state” system, however, is not unchagghifter the establishment
of the People’s Republic of China in 1949, it wehtough numerous major
restructurings®® Especially after the “Reform and Open-door” polimymmenced
in 1979, the roles and functions of the party-stétanged significantly. The party-

101 Refer to Figure 2.2 in the later part of thistiec

92|10 the CCP’s “Conference on Theoretical Issuestti en 30" March, 1979, Deng Xiaoping

excluded four topics from debate in P. R. Chinajctvhwere to be revered as the “Four Basic
Principles”, i.e. Adhere to Socialisi¥:#1: < 3= X iE ), Adhere to Proletarian Dictatorshifi ¢+
Tor= M g % ), Adhere to CCP’s Leadershig(ff JL = 4 1451 %) and Adhere to Marxism/
Leninism/ Mao Ze-dong Thoughtgi(#F 551 = X . B ¥4 EAH]). The “Four Basic Principles”
were also formally written into China’s constitution 1982 National People’s Congress 204
26).

103 Xinhua News Agency (2009).
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state’s control over and interference in purelyrexoic or personal areas declined

greatly and its roles in industrial relations chath@ccordingly.

Though some scholars discuss the roles of partg-s#taChina’s industrial
relations'® most do not analyse the matter in depth. For el@nzihang discussed
the role of the party-state in union developmentinna, but did not look into how
it, as a whole, fits into the industrial relatiosystem and function§> The writings
of Taylor et al. are more detailed, and includeoeganization chart to explain the

government’s position in industrial relations (Fig2.1).

194 For examples, Feng, G. (2006), Feng, T. Q. (2088, H. (2005) and Zhang, Y. M. (2003).

195 Zhang, Y. M. (2003).

59



Chapter Two Industrial Relations Actors above the Woakd Level

Figure 2.1 Party-state Structure in China’s IndalsRelations®®
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Source: Taylor, B., Chang, K., Li, Q. (20, p. 1¢

This diagram and the analyses which followed hamaraber of problems:

1. They do not clarify the difference between naahiand actual leadership.
This problem is reflected in the lines drawn in thagram, both at state and local
level, between the people’s congresses and govetsm&hereas Figure 2.1 seems

to indicate that the People’s Congresses havetdi@eer over the government,

1% Taylor et al. labeled this figure as “Governmemu&ure”, but a more suitable name is that

shown in Figure 2.1.
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they are usually referred to as “rubber stamfigi{/<]%%)” in China, meaning that

they have little influence over the operation ofgmment:®’

2. After years of reforms, some ministries menttne Figure 2.1 were
restructured. For example, the original State Eowooand Trade Committee
(SETC, [H 5 & % Z%) was merged with other relevant ministries in 26@8rm the
new Ministry of Commerce (MOCi %5 i ); and the China Enterprise
Confederation-China Enterprise Directors Associa{i6EC-CEDA, H 41t-r 4
), which was previously directly under the SETChsequently appeared to be
acting semi-independently. In early 2008, the Miyiof Human Resources and
Social Security (MOHRSSA J) % fiift £ k%) was founded to replace the
original Ministry of Labour and Social Security (MSS, 57z fl {2 4% %) and
Ministry of Personnel (MOPA ).

3. The diagram does not pay regard to the partg'staiole as legislator,

regulator and judicator.

4. When referring to the central level of the paygtem, the diagram simply
mentions the Central Committee of the CCP (CC-CQPL A 7% 51 4%), without
further identifying two more important bodies irethierarchy, i.e. the Politbur@q
15 J5) and the Standing Committee of Politburo (SBPA J5 i 4522 114Y), which
is superior to and hence more significant than@eCCP. As we will see in later

analysis, a person’s position in the party hierardinectly affects the power of the

specific organization that he/she leads.

An alternative description, which takes the abogmments into account, is
provided in Figure 2.2. It must be emphasised Egtire 2.2 is about the party-
state structure in industrial relations at theaoradl level. Therefore:

1. It does not include the party-state structuréhatlocal (provincial or city)

level. These structures, however, are usually rootess copies of that the national

level 108

07 7Zhang, C. S. et al. (2005).

61



Chapter Two Industrial Relations Actors above the Woakd Level

2. Figure 2.2 is not an overall description of thleole party-state system.

Only organizations relevant to industrial relati@ms included.

3. The occupants of positions are identified by @dacause China is still a
society upholding “Rule of Man {(¥4)" rather than “Rule of Law i¢:ig)",*%°
meaning that a ministry or organization’s positastually depends on its leader’s

personal authority and position in the party syst€m

4. The party-state structure, as it affects indaistrelations, undergoes
frequent changes. The structure described in Figu& is based on public
announcements since théMBational Congress of the CCP, last verified inuzam
20009.

1% The relationship between the central and thel loaa been hotly debated. | do not go into detail
about this matter, but point out that in the paygtem, relationships between central and local
organs entail direct leadership, while in the stsystem the relationships are more loose and

complicated. Interested readers may refer to GuoGW?2000) for a more detailed discussion.

199 Tao, X. J. et al. (2003).

119 For example, the position of the ACFTU fluctuateer the years in accordance with the ups and
downs of its president’'s position in the party syst We discuss this in more detail in the next

section.
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Figure 2.2 Party-state Structure in China’s IndakRelations (national level)
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Consistent with Figure 2.2, we can now summarize rttejor characteristics of

China’s party-state system in industrial relations:

1. Leaders in the party system occupy leading jpositin the state system as
well as in so-called “mass organizations” suchh@sACFTU. As the Party has the
final say in all major decisions, the power andip@s of a specific organization

actually rely on its head’s power and positionha party system.

2. The parallel arrangements of the executive,slagire and judiciary in
liberal democratic systems differ in China’s stsystem. The Prime Minister of the
State Council (head of the executive) is no. 3hm party system, while Ministers
are mostly CC-CCP members. The National Peopletsgy@&ss (NPC) is nominally
the highest authority and is headed by the no.r@opein the party system, but the
Chair of its Legislature Committee is usually odedpby an ex-minister from the
government system (a non CC-CCP member), whileStngreme People’s Court
(SPC) and Supreme People’s Procuratorate (SPMeaed by CC-CCP members
and are treated as half a rank higher than goverhménistries. Therefore, the
executive (the State Council and the local govenig)as the most powerful, while
the legislature and the judiciary do not have ehortgpresentation in the power
structure, or, to say it in another way, the twoveeas tools of the party and

government):*

3. The party-state’s extensions “with Chinese atteristics 5 4 [E%5 {1)”

are the so-called “mass organization&f £x 21 21)”, **2 which purport to be

spontaneous organizations formed by the peoplespecific purposes. Actually,
they are all formed and headed by party-state fsaded are in essence “mass
control organizations”. For example, ACFTU Chair Myazhao Guo is a politburo
member among the top 25 leaders in the party syatehconcurrently vice-chair of
the NPC. CEC-CEDA President Wang Zhong Yu is thieec vice-president of the

111 That is why, in the Chinese political vocabulastate apparatus are usually referred to as “Party-

Government Organs{IZ(#/1>%)” and the legislature and the judiciary are ramagntioned.
112 Mass organizations relevant to industrial relsiinclude the ACFTU and the CEC-CEDA. The

ACFIC is usually considered to be a “united fromjanmization” rather than a “mass organizations”

in Chinese political vocabulary.
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NPPCC and a former CC-CCP member and governmenstarninFor this reason,
some people categorize these “mass organizatia&ranches of the party-state,
though this is debatable as they have anothenfaaeh is mass-related. We look at
them in more detail in Sections Two (the ACFTU) ahfdree (the employers’

associations).

2.1.2 Roles of the Party-state

The essential function of a modern state is togatoand provide services to its
citizens. These services involved diversified aneagying from providing public

goods to establishing social security systemsTaédée 2.1 in below).

Table 2.1 Functions of the state

Addressing Market Failure Improving Equity
Providing pure public goods Protecting the poor
e Defence e Antipoverty programs
Minimal e Law and order o Disaster relief
e  Property rights
Functions e Macroeconomic management
e  Public health
) ) Overcoming o .
Addressing Regulating ) Providing social
N imperfect )
Externalities monopoly | . insurance
information
e Basic education e Utility e Insurance | e Re-distributive pensions
Intermediate | « Environmental regulation (health, o Family allowances
Functions protection e Anti-trust life ¢ Unemployment insurance
policy pensions)
e Financial
Regulation
e Consumer
protection
AP Coordinating private activit Redistribution
Activist 9p y
. e Fostering markets e Asset redistribution
Functions A
e  Cluster initiatives

Source: World Bank (1997) p. 27
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Western scholars, such as Dickens and Hall, Bead, Keller, summarise the
state’s role in the industrial relations of libed@mocracies as that of legislator and
labour market regulator, conciliator, arbitratoedrator, provider of public services
and employer of labodf* How, if at all, are these roles performed in CHiyathe

party-state?

Legislator and Labour Market Requlator

In western countries, the state develops a framewbrcollective and individual
labour law that establishes obligations and rigfis employers, employers’
associations, employees and unions; the state edsablishes legal minimum
standards for wages, working hours, and healthsaifety conditions that serve to
regulate competition over the remuneration and egmpént conditions of

employees* What is the position in China?

During the period 1949-1979, in the context of gh@nned economy, there
was barely any labour regulation in China. Becatlse whole population was
virtually “employed” and managed by the party-stétere seemed to be little need
for such regulation. After 1979, and especiallyeaftt992, in light of the
diversification of ownership, the rapid growth tietprivate sector, the emergent
labour market and the rising number of unemployedi laid-off workers, the state
issued a series of employment-related laws in ormleegulate the labour market
and to offer a level of employment protection fooriers. The majority of the

employment regulations in force were issued duttiregtwo decades after 1989.

The Labour Law promulgated in 1994 symbolized a reee for China’s
labour legislation and regulation development. Tlsist of legislation and
regulations included not only national laws passed proclaimed by the NPC, but

113 Dickens, L. and Hall, M. (2003); Bean, R. (199%g]ler, B. (1991).
114 ibid.

115 Cooke, F. L. (2008a) p. 115. Of course, it iwdtsie in other countries, including Australia,ttha

the last 20 years have witnessed major developnaétsiployment regulations.
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also administrative regulations and departmentdesrudetermined by the
government, as well as local laws and regulatiorafted by local people’s
congresses and governments, judicial explanatiords a@pproved international
conventions. The relevant legislation and regutegtigince 1979, especially after
1994, are:

e National labour-related laws promulgated by the NRsude “Labour Law
(1994)”, “Union Law (1992)", “Occupational Diseaderevention Law
(2002)", “Safe Production Law (2002)”, and “Labdbiontract Law (2007)”.

e Regulations set by the State Council include “Ragoh on Protecting
Female Employees (1988)”, “Regulation on the Seitet of Enterprise
Labour Disputes (1993)”, “Rules on Unemploymentuhasice (1998)”",
“Regulation on Prohibition of Child Labour (2002YRules on Work Injury
Insurance (2003)”, and “Regulation on Labour Segudand Inspection
(2004)".

e Rules formulated by MOLSS include “Treatment forbbar Contract
Violation (1994)”, “Rules on Collective Contract®003)”, and “Regulation
on Minimum Wage (2003)”.

e As the Labour Law endows provincial entities withwer to legislate about
operational methods, the local People’s Congressa$ governments
enacted many local laws and regulations.

e The SPC issued the “Explanation on Certain Legslids in the Trial of
Labour Disputes” in 2001 and 2006 respectively, ahdse judicial
explanations affect the treatment of labour dispute

e China approved and adopted 24 International Lalionganization (ILO)
conventions. Theoretically, these internationalvesrions have the same
legal standing as domestic laws.

At first sight, China seems to have establisheddequate labour law system, with
the Labour Law (and relevant national laws) as ntain body, assisted by
administration regulations, departmental rules,aloaws/regulations, judicial
explanations and international conventions. In,f#échas been argued that, with

“the major exception of freedom of association® thbour standards established by
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the series of labour laws and regulations of CHara not markedly inferior to

those of comparable countries and indeed many deeélnations™®

But in practice, there are still many problems withina’s current labour law
system. As pointed out by Lin, firstly, few labolaws are promulgated by the
national legislature (the NPC), with the systenyirg too much on administrative
regulations and departmental rules which have legal weight. Secondly, the
abundance of local laws and regulations createflicisramong different provinces
as well as between local and central ministriesrdlyy the Labour Law itself
adopted a model of compendium legislation, whiclamsethat it regulates only on
principles and provides no detailed instructionsdperation:*’ Cooke also argues
that the ambiguities in the labour regulations rofdpen the regulations to different
interpretations, which means not only that a carsidle proportion of workers are
not qualified to bring their cases to the arbitratcommittee or court but also that
rulings may be to the workers’ disadvantate.

The discussion above identifies major issues witim&se labour legislation.
At the core of these issues, according to Chea,fimdamental problem. Chinese
labour legislation stresses individual rather tlzatiective rights. The public is
misled into missing the point that legislative mvention of any kind, on its own, is
not adequate to the task of improving labor sta&land conditions for workers.
China passed numerous laws and regulations to gbreterkers over the two
decades after 1989. But the adoption of these messin the almost complete
absence of any parallel protection for workerseffem of association and the right
to collective bargaining, led to a situation whtre law fell into disrepute through

a lack of implementation and enforcemétit.

118 Cooney (2007) p. 674 as quoted by Cooke, F.Q0B) p. 4.
17 1in, J. (2005).
18 Cooke, F. L. (2008a/b).

119 Chen, F. (2007) pp. 59-65.
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Cooke argues that it is China’s lack of effectise/ lenforcement, rather than
the lack of law or regulation, which always attsactiticism*° Inspection and
enforcement functions are performed by the laboumistny or department in the
government system and are carried out in work upitsnsure implementation of
laws and rules about labour and social securityjeunthe guidance of the
“Regulation on Labour Security and Inspection (2004ccording to statistics
issued by MOLSS, in 2003 alone there were 1.2G6anilinspection cases in China,
of which 1.1 million were initiatives of the minigt and local departments and
160,000 were upon report by employ&8sThere were 19,000 full time inspectors
deployed nation-wide??

Law enforcement is far from satisfactory. On the ¢rvand, staff, funds and
facilities are insufficient. On the other hand, dbgrotectionism is so strong in
some areas that local governments exempt certaanpeises from any inspection
in the name of “protecting investment”, turning daip laws and regulations into “a
piece of scrap™® To make things worse, some labour inspection effic
themselves were involved in labour abuse cases.ekample, in 2007, labour
inspection officers in Shanxi Province were arrédte their involvement in selling

child labour to slave factoriég?

120 Cooke, F. L. (2008b) p. 4.

121 |nformation from official website of MOLSS8ttp://www.molss.gov.cn/gh/zwxx/2005-

12/02/content_95416.htm

122 |hformation from official website of MOLSS8ttp://www.molss.gov.cn/gh/zwxx/2005-

12/14/content_99534.htm

123 Lin, J. (2005).

124 According to series of journal repor&yuthern Weekend4" and 2% June, 2007.
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Conciliator, Arbitrator and Mediator

Scholars argue that the state should provide swidiich are intended to facilitate
the resolution of industrial disputes between elygai® and employees, by playing

the role of conciliator, arbitrator and mediatoy.

In China,a labour dispute reconciliation system was estadtisas early as in
the 1950s. After a period of disruption during ®eltural Revolution (1966-1976),
the system was resumed in 1987 with the promulgatd the “Temporary
Regulation for Labour Disputes Reconciliation irat8towned Enterprises”. This
temporary regulation was amended in 1993 and imghted as the “Labour
Disputes Reconciliation Regulation”. The Regulatiaas later incorporated into the

Labour Law (1994) that forms the legal basis fatlisg labour dispute$?®

The labour dispute settlement system is termed “®tegliation — One
Arbitration — Two Litigations (-1§—% — )", meaning that whenever there is a
labour dispute, the interested parties must fiosthgough internal mediation, which
is usually conducted by the official union. If uesassful, they must then apply for
arbitration by the Labour Dispute Arbitration Contt@e (7 zh i3 fhakZs i<
which is consists of MOHRSS officials, union remet&tives and enterprise
(employer) representatives. Only when the parties dispute are not satisfied with
the arbitration result can they take a lawsuithi® ¢ourt, with the option, in case of
dissatisfaction with a primary court decision, @jpaaling to a higher court and

seeking settlement by a second tri@Zkarly, there are defects in this system:

1. The sequence of possible dispute settlementuresgsfrom mediation to
arbitration then to litigation, prolongs the progellence disputes cannot be settled

in a timely mannet?’ It is not uncommon to find cases which need twargeo go

125 pickens, L. and Hall, M. (2003); Bean, R. (19%&ller, B. (1991).

126 Cooke, F. L. (2008b) p. 16.

127 There are some signs of change. For exampleeive‘Labour Dispute Arbitration Law”, which
was promulgated on™May 2008, has created a new “one final arbitrafior¥; % J=))” system for
small cases. This means that the arbitration decisi small cases (under RMB10,000 or AUD

2,000) is considered final for the employers, while employees still hold the right to appeal to a
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through all the process. Quite often, the courgsision is the same as that from the
arbitration, wasting the time of the interestedipar?® This system puts employees
at a disadvantage, as they cannot afford the timdenaoney to participate in all of
the proceedings, while many employers make usehef grocedure to delay
payment, in the hope that employees will be exlausind give up during the
process??

2. As the whole process is under the control of paety-state (or its
extension), and there is no independent organizatpresenting the interests of
employees, in the context of China’s “State Develeptalism” (8 5 & & 3= X),"°
already weak workers are often placed in an evere mofavourable situation when
they are in dispute with SOEs or enterprises tbaall governments are keen to

attract and protect to maintain economic growth.

3. According to the legal explanation given by Swpreme People’s Court
(SPC, & = N 5), parties in labour disputes are treated equallyabour
contracts. Labour disputes are civil cases invghequal entities and must be tried
in civil courts following civil laws'! Arbitration is a pre-set procedure, yet the

court is not supposed to be biased by the decaionopinion of the arbitration; for

court. The purposes of this regulation are to eitpelhbour dispute settlement and lower the

employees’ costs in time and energy. (“Explanatibthe new ‘one arbitration for final’ system” (in
Chinese) Worker's Daily 14" April 2008; “fiftif: ¥y ) 4 DU AP kA" 42 7 e, TA
H 4K, 2008-04-14).

128 Mao, W. T. (2005).

129 «Arpitration Should be Separated from LitigationLabour Dispute Settlements” (in Chinese),
Outlook 10/8/2007; %5 7)) 4+ Ab B H # w43 857, I, 10/8/2007.

130 Deng Xiaoping’s famous saying that “Developmenthe Absolute Principlef & 4 & fifi i
)" was the symbol of moderiChina’s State Developmentalism. However, people raves

beginning to reflect on this policy, raising theegtion of its responsibility for the serious prahte

of environmental pollution and labour abuse of rtgears.

131 Supreme Court, PRC (2001 and 20086).
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this reason, the case is required to start all cagain in the court system,

consuming enormous time and resources.

The factors above make the already over-sophisticalystem even more
complex. Despite the party-state’s seemingly googkntion to provide more
settlement channels, recorded labour dispute casebers kept rising. Cooke
argues that the nature of labour disputes appedrs increasingly confrontational
and antagonistic, marked by an increase in the gotiom of cases settled by
arbitration and litigation and a decrease in regmiuby mediation®? Fu and Choy
reach a similar conclusion that more labour dispitave shifted from mediation
and arbitration to litigation for final settlemelif This means that dispute cases
have become increasingly complex and resource-aangy widening the gulf
between labour and managemé&iftUpdated statistics in Table 2.2 support the

arguments above.

For these reasons, some experts have begun tcsumgédfication of labour
dispute settlement procedures. The focus of theggastions is on the arbitration

system, either making arbitration decisions bindimgreating arbitration itself as

132 Cooke, F. L. (2008a) p. 122. Shen and Bensonaigoe that the key to successful mediation
lies in the impartiality of the mediator and baladdargaining power between the disputants (Shen,
J. and Benson, J. 2008 p. 234). But as we willisdater analyses, neither of these two criter&a ar
met in China. According to official data, the sussfell rate of mediation is very low: in 2006, only
63,020 out of the 340,193 cases were successfudljiated (NBS and MOLSS 2007, disc edition,
Table 11.6).

133 Fu and Choy (2004). However, according to Coolsttgly, only about half of the total cases
were won completely by the workers, despite tha fhat 94-96% of cases were lodged by the
workers. What remains unclear is why a relativalyhhproportion of cases appealed by workers
have not been won by them. Is this to do with thebiguity in the legislation that makes it
impossible to pin down employers’ unreasonable Wiela? Is it due to the resource constraints
encountered by the workers in fighting the cas€sidke, F. L. 2008a p. 123).

134 Cooke, F. L. (2008a) p. 122.
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merely an optional, rather than a required stephe procedure, and setting up

special labour courts which may operate at a laest with simpler proceduré®

Table 2.2 Labour Disputes (1996-2068)

g (piece)
A Item 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
IRIPRZE SIS Number of Cases Left from Last Year-end 2634 2864 3475 3840 6374 8739 12472 16276 17117 17829 22165
FAZ ISR Cases Accepted
EiEind by Cases 48121 71524 93649 120101 135206 154621 184116 226391 260471 313773 317162
LSRR E ST Number of Collective Labour Disputes 3150 4109 6767 9043 8247 9847 11024 10823 19241 16217 13977
R R Number of Cases Left from Last Year-end 41697 68773 84829 114152 120043 146781 172253 215512 249335 293710 301233
IR YN {ON) Number of Laborers Involved(person) 189120 221115 358531 4730957 422617 467150 608396 801042 764981 744195 679312
BTG NT B Number of Laborers Involved in 92203 132647 251268 319445 259445 286680 374956 514573 477992 409819 348714
EE IV Collective Labour Disputes
SRR Disputes Reasons
SEEAREA Labour Remuneration 45172 59144 76774 85132 103183 103887
LRI Social Insurances 31158 56558 76181 88119 97519 100342
FHYH A Change the Labour Contract 2992 2840 3469 3829 4254 3765 5494 4465 7567 3456
R A Relieve the Labour Contract 10337 13069 18108 21149 29038 30940 40017 42881 54858 55502
213554 End the Labour Contract 5344 4752 8031 10816 10298 12908 12043 14140 14015 12366
ok Others 8917 9515 8626 12549
RSB Cases Settled
Sl Number of Cases Settled 46543 70792 92288 121289 130688 150279 178744 223503 258678 306027 310780
LS. iE by Manners of Settlement
ek by Mediation 24223 32793 31483 39550 41877 42933 50925 67765 83400 104308 104435
ke by Arbitrition Lawsuit 12789 15060 25389 34712 54142 77250 77340 95774 110708 131745 141465
Hofly Others 9531 22939 35155 47027 34669 35096 50479 59954 64550 69974 64880
RbFREE R by Result of Settlement
FHNHAIRE VR Lawsuit Won by Units 9452 11488 11937 15674 13699 31544 27017 34272 35679 39401 39251
SENE R Lawsuit Won by Laborers 23696 40063 48650 63030 70544 71739 84432 109556 123268 145352 146028
XIS R Lawsuit Partly Won by Both Parties 13395 19241 27365 37459 37247 46996 67295 79475 94041 121274 125501
RAMAMREE Cases Mediated 63939 77342 58451 70840 93561 130321

Source: NBS and MOLSS (2007), disc edition, taldle 9

135 “Unsolved Dilemma of the Labour Arbitration Syste(in Chinese)Perspective3® Sept, 2007;
“ 95 B EHE AR, BEEE, 20074 09 H 03 H.

136 Taken into account China’s vast working populatitw, labour dispute number as shown in the
table may seem trivial. Chen argued that offictatistics only represent a tiny portion of the tijh
violations occurring on a daily basis in Chinesgtdaes. Most workers have suffered rights’ abuses
without voicing their grievance. The silenced majohas something to do with the lack of the
means for the collective expression of discontentthe existing labor law institutions encourage
workers to seek justice only as individuals. Chénlabour legislation stipulates individual rightsla
assumes that rights’ abuses can be redressed thwadkers’ individual efforts to resort to legal
procedures. Thus, defending individual rights melieavily on workers’ personal courage,

determination and resources. (Chen, F. 2007 pp. 64)
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Provider of Public Services

A generally recognised role of the state is to lepublic services such as social
security and education. The breadth and depth edetlservices, in particular the
social securities, affect deeply the decisions lagldaviour of both employers and
employees in industrial relation¥. As Noon and Blyton pointed out, social welfare
provision in the form of unemployment benefits, siog allowances and free
medical care were designed specifically to act aafaty net, preventing citizens
from being left totally at the mercy of market fes¢*® The state should act to

protect the weak, otherwise it fails to fulfil ibligation***

China’s social security system, however, is stillthe midst of a dramatic

transition, facing severe challenges:

e Before the reform era, especially during the perd®$6-1979, China’s
social security system was an egalitarian systenth wWiChinese
characteristics”. Ironically, a country aiming dtnenating differences
among classes founded its social security systethebasis of a citizen’s
classification. First, people in the cadre claspeeially those on the top
of the pyramid, were privileged by the party-st4feSecond, the urban
working class, 99% of which were working in SOEsjoged the
guarantee of life-long employment and correspondueglical care, living
in a socialist system though at a lower level. @hihe rural peasant class

had to rely on its own for everything, from procdugibasic foods to

137 Dickens, L. and Hall, M. (2003); Bean, R. (199%g]ler, B. (1991).

138 Noon, M. and Blyton, P. (1997).

139 A common excuse for the state’s inaction in thiatter is to respect the principle of the free
market, but as ILO pointed out “The State has arkéy to play in creating an enabling institutional
framework to balance the need for flexibility farterprises and security for workers in meeting the

changing demands of a global economy...” (ILO 2008)p.
140 See the description in Chen, X. N. (2005). Ofrseu cadres faced the dangers of playing

political games, which could sometimes mean lifedeath in China, as in countless cases in the

Cultural Revolution. For the cadres, privileges dadgers could be deemed as trade-offs.
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buying medical services, if there were any in treaaas though living in a
self-contained natural system.

e Beginning in 1979, and especially after 1992, Chiegan reforming its
social security system, with the initial focus dme turban population,
mainly SOE workers, in addition to a newly emergimgan working class
employed by non-SOEs. At the same time, privilegigsyed by the cadre
class were untouched, while the establishmentsuicéal security system
for the rural population was only placed on theragefor preliminary
discussion during the third plenum of LTCC-CCP in October 2008.
According to a joint communiqué issued by the MOISR&d NBS*?in
2007 China’s social security system covered ara2®@ million people,
among whom only about 10% were rural migrant wakérherefore,
China’s evolving social security system caters hgosdr the urban

population.

The political report delivered to the CCP’s™National Congress in October 2007
pointed out that the development of China’s sosggurity system “should focus on
(building) a basic pension system, a basic mediaet system, and a subsistence
allowance system..*?® However, even for those who are lucky enough to be
covered by the social security system, all threom@omponents have significant

problems:

1. China’s pension system is supported by a conibmaf superannuation
and pension funds run by local governments. Asetier lack of supervision and a
balance of power, a series of corruption casedqénpension system rocked the

country. The most infamous case was in Shangh&0@6, where the funds

1411, Q. (2004):Knight, J. and Song, L. (2005); Hebel, J. and ShbcG. (2006). We discuss the

different treatment of urban workers and rural migrworkers in Chapter 5.

192 MOHRSS and NBS (2008).

143 CC-CCP (2007).
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involved exceeded RMB3 billion (AUD600 million). €hactual use of the funds
and the real “black hole” were never made knowthéopublic**

2. The reform of the medical care system is comsalby many to have been
a failure. Even the Development Research CenténeofState Council admitted in
2005 that the retreat of government support frord ararketization of medical
services turned such services into virtual luxusiquivate goods which only a
minority of Chinese people can affoffi.Even for those who are covered by the
medical care system, in most cases people still tegay up to 30% of medical
care fees, for which a family may well face bankeypn case of a serious disease.
Therefore, according to a report issued by MinisifyHealth (MOH, I 4= 1Y),
35.7% of ill people tended to treat themselves,levianother 13.1% simply do
nothing but wait for natural healifg®

3. The subsistence allowance system provides litdp to those in need.
According to the Ministry of Civil Affairs (MCA,IXE(), in 2007 about 10
million urban households (22 million people) reeha subsistence allowance from
the government?’
2006 showed that the average national monthly alfme (RMB169.6 or AUD34)

was only about 1/3 of the legal minimum wage (RM84%%r AUD100):*®

However, the standard of allowance was very lowataDfor

Thus, China’s social security system is in its mfaand works mostly for the

urban population. The lack of social security remtli¢he bargaining power of

144 “wWhy So Many Big Cases Concerning the Social 8gcluFund” (in Chinese),Southern

Weekend10" Aug, 2006; %t {435 4 0 fif KM%, #7FAK, 20064 08 H 10 H.

151t estimated that only about 50% of the urban pagen and less than 10% of the rural

population were covered by the medical care system.

196 MOH (2004).

147«Byild a Safety Net for the People in DifficultiesPeople’s Daily 12" Oct, 2007; 4% Z L1454
PRIAERE A AR 22 42 k97, N I H iR, 2007-10-12.

18 “Urban Subsistence Allowance in Comparison witlededing Year and Monthly Minimum

Wage 2005-2006", MOLSS, Public Paper; “2005-2606& 11 [X 315 117 5 A= i e b T 2 btk 55 1
LR H A AR UE", 57 B FIAL S ORBE S, A%
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employees in industrial relations, and is one ef tajor reasons why employees,
especially rural migrant workers, are generallylimgl to accept unreasonably low

employment condition§'®

Employer of Labour and Labour Market Developer

In any modern society, the state is often the tigeaployer of a significant number
of citizens. Employment conditions in the publictee play an exemplary role in
society™

The Chinese government used to be the biggest gemio the world. By
1978 it employed 95 million workers or 99% of thepplation then working in non-
primary industries. Arguably, all of the rural warl population were also
employees of the party-state, under the state-ovieradi system -{-3th [ 45 %)
and the people’s commune systehal{: 2 fiil f£). But after reforms were adopted,
the Chinese government began to retreat from theula market as a direct
employer. In 1992, when reforms began to shiftrémgitional economic policies
which attempted to transform China from a planmgd a market economy, there
were still about 145 million employees in state aotlectively owned enterprises,
accounting for nearly 92.5% of all employees in-poimary industries. By 2002,
the 70 million employees left in SOEs made up thss 20% of all employees in
non-primary industrie$>* According to a report issued by the former MOLSS,
the 2 quarter of 2006, SOEs provided only 8.2% of nelv gpportunities>? As
Cooke pointed out, from the mid-1990s China expere a sharp swing from a

199 1 an, C. D. and Ren, B. P. (2004).

130 Dickens, L. and Hall, M. (2003); Bean, R. (199%g]ler, B. (1991).

131 Calculations are based on NBS and MOLSS (20039, etlition, Tables 1.5, 16 and 17.

152 MOLSS (2006).
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once rigid internal labour market dominated by s$kete sector to an increasingly

informal and unprotected labour markat.

Deng Xiaoping's saying that “Development is the @loge Principle & &4
fEE )", which was uttered during his land-mark “Southémspection g :1K)”
tour in 1992, instigated the strategy of solvingeegmg social problems by
continuous development of the econoffiTo render this macro policy concrete in
industrial relations practice, the party-state badlevelop the labour market and
relieve social tension by providing ever-growingpoyment opportunities. This is
reflected in the document adopted by tHePéenum of the 18CC-CCP ('3t
K75 4:4Y) in October 2006, entitled “Resolution on Majosuss Regarding the
Building of a Harmonious Socialist Society”. It aggd an unprecedented clause to
“The Development of Harmonious Labour Relatio§'which mentioned the word
“employment” (or “job”) almost 20 times in a singparagrapht>® For decision
makers, employment is much more important thanrddieur related issues. This
strategy of emphasizing economic development iseistdndable, as China was
confronted by pressures on employment which norotoeintry in the world

experienced.

In a country with a poor social security systensuificient employment
means that the sheer survival of people cannotulaeagteed, and this is a severe
challenge to social stability! “Stability overrides anything elsé(:& Hs {5 —17))"

133 Cooke, F. L. (2008b) p. 18.

% Ma, L. C. and Ling, Z. J. (1998).

135 CC- CCP (2006).

% The emphasis on employment does not imply thatstate is necessarily planning to be the
direct employer. In fact, most development policgess increasing employment in the private

sector.

37 |t is also a challenge to the CCP’s reformistspwaave long built the regime’s ruling legitimacy
on the promise of continuous economic developmést.Fukuyama points out, it is typical of
rightist authoritarian regimes to promise continsi@eonomic growth in their attempts to maintain

ruling legitimacy without proper elections (Fukuyanfr. 2004).
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is another of Deng Xiaoping’'s famous sayings. Pubktical context makes it easier
to understand why in recent years, in order to g@eaapital, the party-state
suppressed labour interests, often with violendes very interests which a
“communist and working class” regime was supposed “represent”. The
underlying logic for suppressing labour interestd promoting those of capital is to

trade labour rights for investment and employntéht.

Even if the sacrifice of labour rights is rewardsdhigher employment, new
social conflicts are simultaneously created. Theseflicts may be a little less
severe than the survival crisis in the case of ysteyment, but their political
importance should not be under-estimated, becdwese gose questions about the
very foundation of the ruling party-state’s legiday. Therefore, the party-state
now has to look into these labour-related issuesatt@mpt to balance employment
with labour rights. This is the background to tlwigy of “building a harmonious

society”.

In summary, the party-state remains dominant inn€e industrial relations,
though it has been withdrawing from the economeaarsince reform began. The
structure of the party-state constitutes an alm@stf-containing” industrial

relations system which includes the executive,slatjire and judicial branches of
the state, as well as “representative organizatiohemployers and employees.
These measures, however, do not guarantee thatatas a modern state is fulfilled
satisfactorily. The party-state, itself being a stant target of reforms in an
unprecedented transitional period, did not generpkrform well its roles as

legislator and labour market regulator, conciligeobitrator and mediator, provider

138 |n this respect, Tong proposes the concept okéRwling Labour-Capital Relations”, which
means that developed countries can be thought dtagstal’, while developing countries are
‘labour’, making the relations between the two typ#f countries somewhat the same as strong
capital vs. weak labour. The developing countrésger to change their backward situation and to
participate in the process of globalization, haweirttegrate with capital (developed countries),
sometimes having no choice but to “welcome” thel@gtion (of labour). Thus some Chinese local

governments suppress labour standards so asdotdtireign investment (Tong, X. 2005).
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of public services and employer of labour and labuarket developer. Though, to
be fair, the party-state tried hard to transforselitto function more like a modern
state, progress until 2008 was not satisfying.all o compete with the need to
keep the economy booming and with ever-growinggaation, to prevent labour-

related social problems turning from economic tbtjsal turbulence.

2.2 ACFTU

As pointed out by Bray, forms of labour represeatatcan be divided into two
aspects: 1. Union representation vs. non-union#d;2. Voluntary representation

vs. State-sanctioned representation. These areseqed in Table 2.3.

Table 2.3 Forms of Employee Representation

Non-union Union

Voluntary Management-initiated consultation  Informal colleetibargaining

Statute-sponsored collective
. Statute-sponsored employee o o
State-sanctioned = . bargaining, conciliation and
participation (Works Councils etc

~

arbitration

Source Bray, M. et al. (2005) p. 185

On the surface, the ACFTU seems to belong to thte-stanctioned union type.
However, Figure 2.2 implies the existence of suliles between the ACFTU and
the party-state. The ACFTU is not really a “masganization”, as it claims to be,

but rather is an extension of the party-stalehis section will first outline the

159 one issue in studies of trade unions is a uniai@slogical and strategic relationship with the

state. At one end of the spectrum is a system wiherérade union has a weak relationship with the
government. At the other, a union can be underlatesstate domination. This latter was the case in
Leninist one-party states, where the trade unios avaintegral organ of the party-state. Even within

Communist systems, there were variations, and Chicapied the extreme end of the spectrum in
terms of the trade union's incorporation into, aothjugation to, the party-state and management
during the Maoist period (1949-76). According tocemparative study conducted by a Soviet

specialist, even in the Soviet Union in the 1950d 24960s enterprise level trade unions played a
bigger role than did Chinese trade unions in tHg0$9Chan, A. 2006 p. 276).
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historical background and current status of the AQFand then discuss further its

organization and roles in contemporary China’s gtdal relations.

2.2.1 Brief History of the ACFTU

The Webbs gave a classic definition of the uniorfaasontinuous association of
wage-earners for the purpose of maintaining or awimig the conditions of their
working lives”!®® The origin of unions can be traced back to conthina of
craftspeople in the early stage of British indadtmevolution. The scope of
unionism then emerged “from the moment that ...skitine is valueless, and is
soon compelled to hire itself out to capital... begihe opposition of interest
between employers and employees, now the lattembieg group themselves
together, now rises the trade socie§*The story of unions in China, however, is

completely different from such a view.

The history of the ACFTU dates back to July 192hew the CCP was
established. At the CCP’s first National Congret®e “Resolution on Current
Practical Works <1 24 7 52ks TAE¥i%)” contended that “... the fundamental
task of the Party is to establish industrial trageons ... (The Party) needs to
sponsor workers’ schools and enhance the classicossess of the workers so as
to make them realize the necessity of having unioh&”In August of the same
year, the CCP established the “Chinese Labour Quatibin Secretariatif [= 57 5))
4 5d )" in Shanghai, claiming that “... (We) will combire restructure the
existing labour organizations, enhance the classaousness of the workers, and

establish closer connections between Chinese woetet foreign workers .. In

160 Webb and Webb (1920a) p. 1.

161 | udlow (1861) as quoted by Webb and Webb (19p0&p.

182 As listed in Zheng, H. et al. (1997) p. 2398.

183 Chinese Labour Combination Secretariat (1921),ctration of Chinese Labour Combination
Secretariat”, as listed in Zheng, H. et al. (199.72398.
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May, 1925, the Chinese Labour Combination Secwdtéeld the second national
labour conference in Guangzhou. By passing the é@GdrStatute of ACFTUH £
4 2 L4 J#)”, the ACFTU was formally promulgated and immedigt
affiliated with the “Red International of Labour ldns ¢ aHR T [EF5)”, which
was subordinate to the Communist International Goenintern, k7= [ r).164 At
its inception, the ACFTU claimed to represent 1&&uns nationwide, with a total

membership of 540,000 workers, while during the esgrariod the CCP had only
940 members?®

The CCP and ACFTU were seriously damaged after 1827 breakup
between the CCP and the KMT (the Chinese Natiaristy, " [ [F [& 3).1%° The
ACFTU was forced to go underground and its memlyerdbacreased dramatically
to around 30,000 workers, while the CCP also dhifte emphasis to rural areas,
beginning a 22-year-long military struggle, usingd famous strategy of “Using
Rural Areas to Besiege Citieg(+ {u[#]3k17)". During 1927-1949, two themes of
CCP activities were “Rural Areas” and “Military 8tgle”. The position of the

labour movement declined so as to be almost nétgigi

In 1948, toward the end of the second civil wamleetn the KMT and the
CCP, the National Labour Conference resumed in hHeadt China, which was
controlled by the CCP. The ACFTU was then backhm national political forum,
but its position, roles and effects could hardlycbenpared with those in the 1920s:

1. The position of ACFTU leaders in the Party retibel the location of the
ACFTU in the Party’'s hierarchy. In the 1920s, tlvegre usually members of the
Standing Committee of Politbuf8’ while in 1948, the ACFTU’s nominal chair,

Chen Yun, was only a Politburo member ranked nungen Northeast CCP

164 ACFTU (2006 b); Lin, J. H. (1997).

185 ACFTU (2006b).

1% we discuss this further in Chapter 6.

167 At one time, the ACFTU chair, Su Zhao Zhen, alntustame the CCP’s top leader, but he died
before the appointment (Wu, Y. and Liu, H. 2004 p23-125).
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Committee’®® while the Executive Deputy-chair, Li Lisaf*(Z. =), was a former
“representative of the wrong route”. He was exitedhe USSR for more than a
decade and was widely considered to be one whceedded'achieve merits to atone
for his guilt (75837 105)". 1%

2. In the 1920s, the labour movement was the amwesfof the CCP, and the
ACFTU organized strikes with national political sificance. But in 1948,
according to the Resolution of the National Lab@anference referred to above,
the ACFTU’s role in the ‘“liberated regionfi i [X.)” was to “... organize
employees to developing production, prosper the@tyy, care for both public and
private interests, and benefit both labour and tahpi and to enhance (the
employees’) class awareness for boosting produdtiothe liberated region to
support the frontline”; while its role in the “KM@ominated region[§| 4t [X))” was
to “...link with the masses, gather forces, enlargefs, prepare for the arrival of
People’s Liberation Army (PLAA [Rf#j% %) and ensure an orderly take-over of
the city”’® Thus, the ACFTU became simply a support mechafosrhe party.

Thereafter, the ACFTU was marginalized and degrdistied an indispensable
political force to a tool assisting the party-statachinery. The activities of the
ACFTU were flat and dull after the establishmenthef People’s Republic of China
in 1949. In the 1950s, Li Lisan and Lai Ruoyu atsd to restore the role of the
ACFTU, but both faced tragic endid.By 1958, the ACFTU itself propounded the
slogan “struggle for the die-out of uniong (234 T 3-4+)". 172

188 Zheng, H. et al. (1997) pp. 649 and 674.
189 i, S. S. and Liu, Z. K. (2005) pp. 292-298.

170" ACFTU (1948), “Resolution on the Roles of the i@se Labour Movement in the Current Stage
LT EERTIZ 8 41T E 45 I wiX)”, as listed in Zheng, H. et al. (1997) p. 2423.

1 1j and Lai's problems were both closely linkedtiwthe hot debates at the time, which were:
“Should unions and the working class follow thedeaf the Party?” and “Does private interest

always accord with public interests?” For detaile Chapter 5.

172 7Zheng, H. et al. (1997) p. 2428.
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In the 1960s and the 1970s, especially during thku€l Revolution, the
ACFTU was under attack from various quarteérdt was displaced by “Workers’
Rebellious OrganizationsT{ A\ i& Jx 4143)", which had various political stances.
One of those organisations, the “General Commantiegdquarter for Shanghai
Workers’ Revolutionary Rebellion [{iiF T. A\ i ivid [z 5 7] 4#6)”, produced the
famous (notorious?) figure of Wang Hongw#éhBut ironically, the chaotic period
of the Cultural Revolution was the only time afi€49 that Chinese workers had

the chance to associate fre&fy.

In 1978, the ACFTU's 9 National Congress was held, signifying the
ACFTU'’s return to a politically active role. But ithe 1980s, the ACFTU did
nothing of significancé’® China’s economic reforms were not yet deep and the
interests of workers, especially SOEs employees mihde up the majority, were
not yet seriously affected, while enterprises d¢feotownership types were still in
their infancy. Labour-capital conflicts were uncoommin the 1980s. The unions’
typical tasks were simply to organize entertainmantl cultivate a sense of
harmony in the workplace. After the 1990s, the patenarketization in China
accelerated, leading to the reform of unions. Wéeuss in sub-section 3.2.3. the
effects of these changes on the ACFTU's roles.

173 One example is that, for more than two decades 4857, the ACFTU was not allowed to call

any meeting of its national congress (ACFTU 2006 b)

174 wang made his way to the top of the CCP by lendin Shanghai workers’ rebellious
organization. In the 1970s, he was appointed deghay of the CCP (a potential successor of Mao).
As a member of “Gang of Four”, he was arrested @oBer, 1976 (one month after Mao’s death)
together with Jiang Qing (Mao’s wife) and othergeéYe, Y. L. 1993).

17> Refer to the detailed discussion in Chapter 6.

Y |n the Tian-an-men Square Incident of 1989, itnsee that there was no unanimous opinion
within ACFTU. Some of the ACFTU staff joined thendenstration, and ACFTU’s executive vice-
president Zhu Ze-hou openly supported the students/ement, issuing a public statement “Five
Points on the Present Situation”, urging (amongeiothings) that the national congress meeting be
brought forward (Zhang Y. M. 2003).
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2.2.2 The ACFTU’s Status Since the 1990s

The history of the ACFTU shows that it has closkatienships with the party-
state!’” How does its organisational structure reflect ¢heslationships? This
question, though not complex, has received litthotarly attention. After
analysing relevant documents, we attempt to desctite ACFTU’s internal

structure in a simple chart (Figure 2.3), basetherfeatures:

1. According to the “Statute of Labour Unions iretReoples Republic of
China”, “...Chinese unions, are ... under the leadersiiithe Chinese Communist
Party.., carry out the Party policy of ‘concentrating otoeomic development’,
and stick to the ‘Four Basic Principles’:’® These statements demonstrate that the
CCP is the highest leading body of the ACFTU.

2. According to an ACFTU document, “... (the ACFTH3sistsprovincial
Party Committees in managing the cadres of theipc@l ACFTU..."*"® This
means that Provincial Party Committees, rather ttheen ACFTU headquarters,

exercise direct leadership over provincial ACFT@rmhes.

3. According to the “Statute of Labour Unions inAR.China”, “... Chinese
unions follow the organizational principle of mamagby industry and by region...

The industrial unions’ managing mechanisfifare subject to the decisions of the

17 We discuss this further in Chapter 5.

18 General Provisions in ACFTU (2003).

179 ACFTU (2006c).

'8 Currently there are 10 industrial unions in Chiaajong which the unions for the railways,

airlines and finance industries have solid-linederahip by industry and dot-line leadership by

region, while the other seven unions have dotiaelership by industry and solid-line leadership by

region (Official Informationwww.acftu.org ‘£ /5 /3 % i, www.acftu.org.
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ACFTU..."*® This shows that the ACFTU has a double leaderghiptrix)

organizational structuré?

181 Article 11 in ACFTU (2003).

182 The reason for the grass-root unions in the mjilvairlines and finance industries being under
the direct leadership of industrial unions is tteir operations are mostly cross-regional; white o
the other hand, all other grass-root unions aresuttte direct leadership of the provincial ACFTU

and only indirectly under the leadership of indiastunions.
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Figure 2.3 ACFTU Organization Chart
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According to official data, by the end of 2006, rihevere 1.3 million grass-root
unions in China with a total membership of 169.9%ion.*®* The union density

nation-wide was 21.7%* while union density in enterprises with existingjians

183 NBS and MOLSS (2007), disc edition, Tables 1111.2.

8% This figure is derived by dividing 169.94 milliqunion members in 2006) by 782.44 million

(economically active population in 2006).
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was 93.7%°% Membership grew continuously after 1952, with ¢xeeption of the
period 1996-99, probably due to the massive layabfhillions of SOE employees
who were mostly union membet¥ This trend differs dramatically from most
western countrie®’ but as we shall see in later chapters, the rishdnPACFTU’s
membership had little to do with worker awarendsassociating themselves. More
often than not, the increase was the result ofpadtwn attempt deliberately to

boost union membership.

185 This figure is derived by dividing 169.94 milliqnion members in 2006) by 181.44 million

(employees in enterprises with existing unionst6&).
18 NBS (2007)On-line Data, Table 23.4.

87 For example, in the United States, the laboucgarepresented by unions continue to decline
from a peak of 35% in the early 1950s to 20% in3,381d to 13.5% in the early 2&entury (Katz,

H. and Wheeler, H. 2004 pp. 67); while in Australiaion density fell from 49% in 1990 to 20.3%
in 2006 (Lansbury, R. and Wailes, N. 2004 pp. 12&ar Book Australi22008 pp. 261). Many
scholars have suggested reasons for the declin@iohism, for example, Budd (2004); Kaufman
and Kleiner (1993); Gall (2006). Their viewpoin@ncbe summarized as: 1. By introducing HRM
practices, companies have solved many lower legputes and reduced the occurrence of conflicts,
thereby relaxing tensions between employers andoy@@s; 2. The state in western countries has
actively stepped into the labour area by enactoghisticated labour laws (legislature), by active
governmental regulation and administration (exee)tiby arbitration and trial (judiciary), and by
other arrangements such as Works Councils. Thesediaen labour more choices for protecting its
rights; 3. Economic change has significantly reduitee number of employees in the manufacturing
sector where unions were traditionally strong amel teplacement jobs are in the service sector,
white-collar positions and self-employment, whicavé less of a tendency to unionism. In this
context, is research on organized labour representand unions out-dated? In my opinion this
does not affect our analysis of China’s unions tlf@r following reasons: 1. There is no spontaneous
union in China that really bears the responsibgitior collective bargaining and voice. The problem
with “non-union representation” is that it is ambags. It_couldnean representation by some body
or person other than a union. But in the case afi&we need to allow for another possibility —ttha
workers are not allowed to be represented by thwin organization at all; 2. Only a minority of
companies operating in China have fully introduet®IM practices; 3. Labour protection provided
by the state is very limited; 4. In China, whictrightly referred to as the “Factory of the World”,
the number of employees in the manufacturing seitostill growing strongly. Therefore, the
industrial relations situation in China is still npreliminary stage. It would distort the positian

rely on western research on western labour issgiesring the history and reality of China.
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2.2.3 The ACFTU’s Roles and Responsibilities

A freely established labour union usually considiéssmajor role to be that of
representing the interests of its members and theiilies, either with relatively
narrow concerns to do with employment conditionshsas wages, safety and

equality, or with broader concerns with fairnesd arstice in the communit}?®

The 2003 version of the “Statute of Labour Uniamshie Peoples Republic of
China” stated clearly that “(China’s union) is theidge and transmission belt’ for
the connection between the party and the employasses™® The concept of
“bridge and transmission belt”, however, was noteimted by the CCP. Lenin
initiated it after winning the political battle agat the so-called “Worker
Opposition (LA &% JE)” in the 1920s*° When the orthodox position of the
Union of Soviet Socialist Republics (USSR) was isgub throughout Communist
Parties around the world, the CCP, which was &t fa branch of the USSR

dominated Comintern, imported the theory and puntd@ practice.

As the ACFTU was run by the Party from the top doather than by workers
themselves from the bottom up, more often thanthetACFTU put the interests of
the Party above those of workers, its own membéis. its statute, the ACFTU

18 See for examples, Australian Council of Tradeddsi
http://www.actu.asn.au/AboutACTU/default.aspxAFL-CIO

http://www.aflcio.org/aboutus/thisistheaflcio/missi.

189 General Provisions in ACFTU (2003).

199 Qi, D. T. (2004).

191 Neoclassical economists regard unions as magesita extracting a rent for their members in
collective bargaining. They - Friedman in particidlargued that “unions have not only harmed the
public at large and workers as a whole by distgrtine use of labour; they have also made the
incomes of the working class more unequal by reduthe opportunities available to the most
disadvantaged workers”. (Friedman 1962 as quoteWbgtern 1997 p. 5). Clearly, in this respect,
the ACFTU is not the type of union that scares tight wing, because it simply is not an
organization striving for the utmost interests tsf members. We discuss this further in Chapters 5
and 6.
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requires its cadres to “...conscientiously study N&rx Leninism, Mao Zedong
Thoughts, Deng Xiaoping Theories and the “ThreerBamts” Thoughts ..(and)
follow the Party’s basic route and policies”; whitefurther requires members “to
deal correctly with interest relationships among t8tate, collective and the
individual ... (and) the individuals should obey trganization™* The ACFTU’s
primary role was to control rather than unite thasees, attempting to turn them
into “the Party’s docile toolsi{ [y 4l T ). 192

As we saw in Figure 2.2, the government holds ahrhigher position than
the ACFTU in the hierarchy of the party-state systeThe ACFTU cannot
communicate with the government as an equal paxtgording to the “Statute of
Labour Unions in P. R. China”, “... Chinese unionegaard the socialistic regime
with the People’s Democratic Dictatorshigh [ 3= %), which is led by the
working class and is based on the worker-peaséiaheg, assistingthe people’s
government to carry out its work.* Even for significant issues to do with the
legal rights of employees, the ACFTU can only “cocidresearch and investigation,
report the employed masses’ thinking, wishes armpals to the Party Centre and
the State Council, and put forward its opinions ammjgestions™® Thus, the

ACFTU performs a supportive and assistant rol&engarty/state system.

In return, the ACFTU enjoys a monopolistic posititegalized by the state, in
affairs related to Chinese workers. This monopialippsition is reflected both in
the “Union Law of P. R. China” and the “Statute lcdibour Unions in P. R.

192 General Provisions and Article 4 in ACFTU (2003).

198 This viewpoint had its origin in a 1958 conversati“To Be the Party’s Docile Tooldi(3% 13l
A T H)", between Liu Shao Qi (No. 2 of CCP at the tinmel @n early labour movement leader)

and the editor of Beijing Daily, available at
http://www1.people.com.cn/GB/14677/22114/33134/332364573.htm(last accessed on 16th Jan
2009).

19 General Provisions in ACFTU (2003).

195 ACFTU (2006c¢).
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China”**° Do the ACFTU’s monopolistic position and its primaesponsibility to
the Party imply that it has no need to performrtie of labour’s representative or
to care about the protection of labour rights? Qfrse, there was much criticism of
the ACFTU’s bureaucratic character as an officialon,'®’ but we should know
that, after the 1990s, the situation changed méylasithe pace of marketization in

China increased:

1. The biggest and most direct impact on the ACKId$ that the number of
SOEs and SOE employees dropped dramatically overydars of economic
transformation'®® In the past, the ACFTU relied greatly on SOEs torui
members by virtual compulsion. This approach ditdwark in enterprises of other
ownership types® As membership continued to fall, even the surviefilthe
ACFTU became problematic. That is why, in a meetibgut the establishment of
new union branches, the ACFTU put forward the idd¢a“where there are
employees, there shall be uniof$ A HA T, WlHE 2%/ T.2)". Employees
in non-SOEs, however, cared more about practicllt® As union recruitment in

these enterprises was voluntary, the ACFTU needetbinonstrate by practice, or

196 These two documents are almost the same, with s® tlean 80% identical contents. Even

though the specific writings of those documentsndbovertly state that the ACFTU is the ONLY
legal union, we can discern such a meaning indheviing clauses of the two documents: “... The
ACFTU and its union organizations represent theregts of the employeesat the national level,
there is a unified ACFTU... The establishment afsgrroot unions, local federations of trade unions

and national or local industrial unions must beraped by the union at a superior level...”

197 Refer to the detailed discussions in Chaptersds7aof the relationships between the union and

the party-state and the union and the workers.

198 By 2002, the non-state-owned economy accountechfe than 2/3 of the GDP in China, and
employees in the non-state-owned sectors were thare70% of total urban employees. Note that
in these data, employees in governmental unitsa@aueted as employees in the state-owned sector;
if we put aside the public employees, SOEs employslgt 16% of the total working population
(Research Institute of MOLSS 2004a).

199 Actually, many local officials would rather suppselabour rights to attract investment; some

even exempt enterprises from labour inspectionr& la@e no requirements to establish unions in

these enterprises (Lin, J. 2005).
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at least, by high profile gesture, that it realyrexd and worked for the interests of
labour. Employees did not bother to join “signboardons”. Thus the “invincible
hand” of the market facilitated the self-transfotima of the ACFTU.

2. During the period of rapid social transformafi@hina was confronted by
various social problems. As discussed earlier, inoantry with a poor social
security system, labour issues were linked to satussues. It was feared that any
inappropriate treatment of the matter could leadutbulence. Therefore, for the
maintenance of social stability, Chinese leaderddcmot let industrial relations
continue to deteriorate. As an extension of theéypstate system, the ACFTU was
responsible for relieving such pressure on theygsidte. It needed to “... realize
the social function of the union, i.e. at the saimee as safeguarding the general
interests of the whole nation, to try to speak and to protect employees’ specific
interests...?®° That is the background to a recent ACFTU slogahickv stated
“organize and protect (workers’) legal rights preaily (212t Kk, 7] Sz 4ERL)”.

3. There was also an economic consideration inAGETU’s attempt to
expand its coverage. According to the union law, énterprises and working units
with established union organizations should hanwes which amount to 2% of
the total salary of all employees.”?** In an extreme case, even if only one
employee in a company joined the ACFTU and clairtiezl establishment of a
union branch, theoretically the ACFTU held the legght to levy 2% of thdotal
salary of all employeedrom the company. Such a huge economic incentiveldvo

of course motivate the ACFTU to realize “where &hare employees, there shall be
unions (M BLATA T, W ELELE N T 5)"

All of the above elements caused the ACFTU to bexamre active over the
decade after 1997. But the question of the ACFTé&ffectiveness remains. For
example, in the over-heated “Wal-mart vs. Unionideat”, a “happy ending’
eventually took place, appealing to the needs tf bee ACFTU and Wal-Mart:

20 General Provisions in ACFTU (2003).

201 Article 42 in National People’s Congress (2001).
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On the morning of 8 November, 2006, Wal-Mart China Headquarters held a
union establishment ceremony in a high-profile neaniXu De Ming, vice-
chair of the ACFTU, came all the way from Beijirgdresent the signboard to
the union branch. Guangdong provincial governmefficials, provincial
ACFTU cadres, and the CEO of Wal-Mart China atteinttee ceremony. Ms
Wang Yu. Jia, Employee Relations Director of WalfM@hina, became the

first chair of the union...

Source: “Wal-mart China Headquarter Establish Union Shenzhen”, Southern
Metropolitan News, ®Nov, 2006

It is impossible to estimate the percentage of Saigmboard unions” controlled by
management among the 1.3 million grass-root uniceognised in official

statistics, but clearly, such practices are na.rar

Another issue is that, according to Cooke, unioficiafs seemed not to
believe that their duties should change in spit¢hef new circumstances, nor did
they have enough resources and power, skills ayal lenowledge to fulfill their
collective bargaining role or defend their memberights.?®? Aside from
ideological misperceptions inherited from the okysl in Chan’s opinion, this issue
was due at least partly to the fact that the irteonal trade union movement kept
isolating the ACFTU so that when the business sdwd a profound influence on
China, introducing neoliberal ideas and trainirigrge crop of Chinese managers in
the art of human resources management through arasingly capitalist-style
corporate structure, an external countervailings@nee was sorely absent to help
build an anti-neoliberal capability in ChiA%.

In summary, the market economy called for a seruigen which pursued the
interests of its members. The problem confrontimy ACFTU was whether or not
to change its role from an organization of politicantrol to an economic service

organization’®* The core of the problem was whether a legally rpofistic

292 Cooke, F. L. (2008b) p. 11. We will discuss tisisue in more detail in Chapter 7.

203 Chan, A. (2006) p. 300

204 Cooke argues that the role of the unions, or rspesifically, the union officials’ perception of

their duties, has not changed in time to refleetribw reality (Cooke, F. L. 2008b p. 11).
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organization possessed the intention and motivatidrigger self-reform, and if so,
how effective reforms would be? If the monopoly ifboe was broken, making
room for the free association of labour, would éhkee a chain reaction such as that
which led to the emergence of ‘Solidarity’ in Pad@nThis is a complex political

issue beyond the reach of this thesis.

2.3 Employers’ Associations

Compared with the strict controls that employee aorgations confront, the
environment for employers’ associations is muctséoThe biggest difference lies
in the fact that there is only one legal employemganization in China (i.e. the
ACFTU) while there are many legal employer assamat currently existing in

China and even more are likely to emerge.

We need to clarify two terms, “Industry Associagof7 ./} £3)” and
“Chambers of Commercegi{<:)” which we encounter later. Many scholars tend to
equate the two. But these two terms have speciGammgs in China. “Industry
Associations {7 V. 1/} 23 )" are established by government departm&htand
supervised either by the government departmentbyothe State-owned Assets
Supervision and Administration Commission (SASAC#% Z), with links to the
China Enterprise Confederation-China Enterprisee®@ors Association (CEC-
CEDA, 1 [EAME I &4 -rh AL S 13 £). The “Chambers of Commercgi&s)”,
on the other hand, are organizations establisHatively spontaneously by civilian
businessmen, most of whom are affiliated with ttleChina Federation of Industry
and Commerce (ACFICE: [E T/ %), with a few others affiliated with the party or

government departments, while some are withoutgaroggistration.

2% These government departments are typically im@lisiepartments in the planned economy
system, which became redundant later in the sefiegovernment reforms. Refer to the detailed

discussions in Chapter 5.
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Thus, there are three major categories of emplagsociations in China: the
official “Industry Associations” headed by the CEEDA; the semi-official
“Chambers of Commerce”, affiliated with the ACFIGnd the completely

spontaneous “Civil Chambers of Commeré®”.

2.3.1 CEC-CEDA

The China Enterprise Confederation-China Enterddisectors Association (CEC-
CEDA, 1 [E ML & 2-rh [E AL ZK P34Y) is not well known to the general public,
even within China. It was formerly known as the i@hiEnterprise Management
Association (1 & /ML & P 1<), and was founded in March 1979 as a
subsidiary of the then State Economy Commitlgk5{2:Zs). In April, 1999, it
received approval to rename itself the CEC-CE®YMespite its short history,
CEC-CEDA was granted recognition as “the only repn¢ative of employers” in
the National Tripartite Conference on Labour Relai Coordination (NTCLRCE
FIET SR =J740). It participated in the activities of some intational
organizations, such as the International Laboura@mation and the International
Organization of Employers by claiming to tiee only representativeof Chinese

employers’®

How could such an organization acquire this statuguickly? The answer

lies in its special connection with the party-stitaVhen compared with the other

2yy, J. X. (20086).

27 Yyan, B. H. (2004).

208 Article 8 in CEC-CEDA (2003).

209 We will explore in more detail the relationshiptiveen the CEC-CEDA and the party-state in
Chapter 5. Here, a short list of the CEC-CEDA’'s Kegders will provide a quick idea of its
relationship with the party-state: the foundingicled the CEC-CEDA was Yuan Bao Hudormer
minister of State Economy Committee and membeh®f@C-CCP and the honorary chairman was
Bo Yi Bo (former vice-premier of State Council ameémber of Politburo-CCP); Bo Yi Bo died in

Jan, 2007 and his son, Bo X. L., who used to beMhester of Commerce, became the indirect
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employers’ associations in China, such as the ACH(Scussed in the next
subsection), the CEC-CEDA, being a direct descandérthe party-state, was
undoubtedly a more reliable industrial relationsiigke for the party-state. The
party-state felt more comfortable with it as thepgiresentative” of employers (on
behalf of the party-state). Therefore, when thdypstiate needed a “representative
of employers” to make complete the structure ofribarly established NTCLRC,
the CEC-CEDA was summoned to take up the role, gvemgh none of the CEC-
CEDA’s reputation, historical background or levelthin the party could be
compared either with that of its supposed “rivathe ACFTU or of its counterpart,
the ACFIC.

From the perspective of the party-state, havingpeddable “representative
of employers” was essential for its absolute cdraver the new industrial relations
coordination mechanism. As we have now seen, ttee tharties in the NTCLRC,
MOHRSS, ACFTU and CEC-CEDA, are all direct or irdir subsidiaries of the
party-staté® The “Statute of CEC-CEDA (2003 revised versiomhfirms its role

in the tripartite system:

Article Two  This association is the united orgaation for the enterprises,
entrepreneurs (employers) and enterprise groupspiesents the
enterprises and entrepreneurs (employers) in theURT, which
comprises the MOLSS, the ACFTU and this association

Article Seven (It) protects the legal rights loé tenterprises and entrepreneurs
(employers), represents the enterprises and eatreprs

(employers) in coordinating labour relations, gsidegional and

leader of CEC-CEDA. The current chairman is ChenHlia (former vice-chair of the NPPCC, ex-
minister of the State Planning Committee, and menafehe CC-CCP).All of these were key
figures in the party-state system. Furthermore, GEC-CEDA has a group of former or current
party-state leaders as its consultants: the ldtudes Zhu Rong Ji (former premier of State Council
and member of SCP-CCHijian Ji Yun (current vice-chair of the National Pkds Congress and
member of Politburo-CCP), and Wang Zhong Yu (curreice-chair of the National People’'s
Political Consultative Conference and member of @CP, former director of State Economy and

Trades Committee).

219 we discuss further in Chapter 5 the three paitiearaction in the NTCLRC.
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trade enterprise confederation/enterprise direcamssociations to
participate in a complete tripartite scheme for rdowtion of

labour relations.

Article Eight This association is China’s only regentative in the
International Organization of Employers, and adiearticipates
in the ILO and IOE’s relevant activities, as wedl@mmunicating

and cooperating with other countries’ employergamizations.
Source: CEC-CEDA (2003)

In an internal document, CEC-CEDA admits that ‘@eC-CEDA'’s key function is

to coordinate labour relations... to work under thstnuctions of the NTCLRC

regarding the establishment of tripartite systemalincities and in counties and
districts with appropriate economic base and caonbt..The CEC-CEDA actively

promotes the development of branches nation-widén.dll cities with established
tripartite systems, 72% have CEC-CEDA as employefgesentatives:'

We have no difficulty, then, in identifying CEC-CB official position. Its
level is about equal to that of the former Econanyg Trades Committee (ETC) or
of the State-owned Assets Supervision and Admatisin Commission (SASAC).
Why then did the party-state use CEC-CEDA, rathantETC or SASAC?"? We
submit that the likely reason is that anointing gonnmental bodies such as the ETC
or SASAC as “representatives” of employers (cajsits) in a “socialist country”
was ideologically absurd. Thus, the tripartite sgstcopied from the western
countries created a need for CEC-CEDA to be irfdhefront.

There is a view that CEC-CEDA was becoming graguakiependent after
the dismissal of ETE2 because 55% of CEC-CEDA’s members were in non-SOEs

211 |nformation from CEC-CEDA's official websitewww.cec-ceda.org.cn

%12 Though, according to the same source, theretifiral®out 17% tripartite organizations with the

ETC or SASAC acting as the “representatives” oféh@loyers.

213 1t is true that, since the dismissal of the ERC2003, no government ministry claims to have
direct leadership of the CEC-CEDA.
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so that it represented the interests of both SOfisthe non-SOES:* For these
reasons, Yuan argued that CEC-CEDA rightly reprieseemployers of different
background$™ But there are three problems with claims that GEEDA was

independent with an adequate representation base:

1. In CEC-CEDA'’s organizational structure, the miagportant department is
the party committee office. Its role is “to revolasound the association’s key jobs,
ensuring the party’s role at the centre of politida, providing political protection
and supervision..2*® Furthermore, as we have seen, all of the key tsaafeCEC-
CEDA were current or former party-state officials.

2. According to the “Regulation on the Registratiand Management of
Social Organizations”, issued by the State Courdlil,“Social Organizations”,
including CEC-CEDA, must have a “business superyismit (.25 345 #.47)” in
place. There is no public information as to whichnistry took up that
responsibility after CEC-CEDA'’s original “businesspervisory unit” (the ETC)
was dismissed. But it is certain that CEC-CEDA nhaste a “business supervisory

unit” in the current legal environmefit’

3. There are also doubts about the representatse wf CEC-CEDA.
According to CEC-CEDA'’s website, it “has 3000 diremterprise members and
436,000 ‘connection member enterpriséd: & = b1 k)’ ", There is no

explanation of how the number of “connection memderprises” is calculated.

But even if we accept the number of 436,000, theoants for less than 10% of all

214 |nformation from CEC-CEDA's official websitewww.cec-ceda.org.cn

215 Yuan, B. H. (2004). Yuan was the founding chdirtte CEC-CEDA. Hence his contention

cannot be treated as objective.

218 |nformation from CEC-CEDA's official websitewww.cec-ceda.org.cn

111ltem Four of the “Statute of CEC-CEDA” states tlhis association accepts the guidance and
supervision from the business supervisory unit dhe social organization registration and

administration unit”.
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enterprises in Chin&® It is still far from a reasonable basis for angimi to

“represent” China’s employers.

Thus it is highly questionable whether CEC-CEDAa@ally organizationally
“independent” and has a sufficient representatiasebto qualify as the sole
representative for China’s employers in domestid anternational tripartite

systems.

Confronted by these questions and “the danger ofgbeeplaced by other
organizations®*® some officials inside CEC-CEDA hoped to resolvebpems by
the intervention of the party-state. In an intenrma&leting, some CEC-CEDA cadres

urged that

“since the union (the ACFTU) has the protection Urion Law, and the
employers’ organization (the CEC-CEDA) has an usncfgosition, participants

in the meeting argued for pushing the relevanestatdies to pass a law or

regulation to ensure (the CEC-CEDA'’s) (monopoljstiosition”.?*°

Though the party-state eventually turned down sudquest, this meeting revealed
that the work methods of some of the CEC-CEDA leadere still those of typical
bureaucrats who were used to gaining monopolistic goasi-monopolistic

privileges by top down authority.

Reviewing CEC-CEDA's activities during the decadece 1997, we find

little meaningful contribution to the tripartite sgm, other than that of

218 According to National Statistics Bureau’s datafte end of 2004, there were 5.16 million

enterprises in China’s non-primary industries (NE®5).

219 An internal document of CEC-CEDA stated that “fhistorical reasons, CEC-CEDA’s
membership coverage is insufficient...if we cannamdo the ever changing market environment,
there exist the danger of CEC-CEDA being replacedther organization” (Information from CEC-
CEDA's official website available dtttp://www.cec-ceda.org.cn/ldgx/info/content.phpiéi8 (last
accessed on Y6Jan 2009).

220 CEC-CEDA meeting minutes for “Conference on Buiéd Up Employers’ Organizational
Capability”, July, 2006 (Information from CEC-CEDg\' official website: http://www.cec-

ceda.org.cn/ldgx/info/content.php?id=969
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“representing” employers in various meetings anplaying whatever policy the
government put forwaré’' CEC-CEDA was even less representative and more
impotent than the ACFTU. After the late 1990s, ACFat least raised concerns
over worker interests and rights, making effortsadten strained labour relations,
even though the actual effects are very limitedCEEEDA, on the other hand, did
little. Therefore, we question CEC-CEDA’s legitingaas the “representative” of
China’s employers.

2.3.2 ACFIC

Compared with CEC-CEDA, the All China Federationlmdustry and Commerce
(ACFIC, 4% L7 }X) has a much longer history and higher politicalutation.

The ACFIC has its origin in 1949, when the CCP essan “Instruction on
Organizing the Federation of Industry and Commertteivas established formally
in 1953 as “a mass organization and a civil chamiifecommerce with the
characteristics of a ‘united fron&{—i%4k) * under the leadership of the CCP,
and as a participating unit of the National Peapldolitical Consultative
Conference (NPPCCZ: [H B 11)”. ?* At its inception, ACFIC’s main body of
members comprised private enterprises. Acting icom@ance with the “General
Tasks of the Transitional Periodd(J% i 3 & 1T 45)”, the ACFIC helped to
persuade private business owners “to accept eduacati patriotism and socialism,
and to do their part to restore and develop théeomait economy, enhancing the

2L Refer to the detailed discussion regarding NTCLiRChapter 5.

222 The “united front #&—/%4k)” was considered to be one of the major toolstfier success of the
CCP’s revolution. Mao pointed out that ft.is the united front of all revolutionary elemsninder
the leadership of the (communist) party...It is thajon weapon with which we defeated the
enemy...” (Mao Z. D. 1949).

223 Information from ACFIC'’s official website:

http://www.acfic.org.cn/cenweb/portal/user/anongadgroducePage.page
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socialistic transformation of the existing capiéti industry and commercé®?
After completion of “the socialistic transformatignationalization)” of the private
sector in 1956, the ACFIC’s tasks shifted to pedsuzp members “to accept the
socialistic transformation and serve socialistiogtauction”. After the Reform and
Open-door policy was initiated in 1979, the fouggneral meeting of the ACFIC
adopted the slogan “firmly follow the Party, do thHmest for the four
modernizations”. At its fifth general meeting in8® ACFIC defined itself as “a
mass organization composed of socialistic labour@ngl patriots supporting
socialism and unification of the country in the tsec of industry and

commerce...??®

In 1991, the CC-CCP issued an instruction to tG&KC, redefining it as

“a mass organization and a civil chamber of commeavith the characteristics
of ‘united front &;—/%£k)’, assisting the government to administer the non-

state-owned economy and being the bridge betweenpdty-state and the

representatives from the non-state-owned econdffly”.

By the first half of 2006, there were altogethet1® ACFIC branch associations

around the country with 1.97 million membef<.

The ACFIC was more of a political than an econooriganization. It can be
described as a political organization aiming toteiremployers (capitalists) in
industry and commerc@® These characteristics are recognised in statutes:

Article One The ACFIC is a mass organization andidl chamber of

commerce under the leadership of the CCP; it ishhdge and

224 Chen, S. T. (1953).

225 General Provisions in ACFIC (2007).

2% CC-CCP (1991).

227 |nformation from ACFIC'’s official websitewww.acfic.org.cn

228 That is, it is a “united front organizatioffi(iz414)".
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transmission belt between the party-state and é¢peesentatives of
the non-state-owned economy, assisting the governnte

administer the non-state-owned economy.

Article Three The principles for the ACFIC are:hafd the great flag of Deng
Xiaoping Theories, study and practise the importdughts of
“Three Representation” ...stick to the party’s basiate and policy

in the preliminary stage of socialism...
Article Four The ACFIC's key roles and functions:

» Participate in political consultation regarding ioatwide
political, economical and social issues, play tlue rof
democratic supervision, be actively involved in il

discussions;

* Recommend the political arrangements for repretentaf

the sector of industry and commerce;

* Undertake assignments delegated by the governmesmds

relevant apparatus.

Source: ACFIC (2002)

In the 1953 version of the “Statute of ACFIC”, CdauFour of Item Three stated
that “... (the ACFIC) represents private business emanlegal rights nationally,
reflects opinions and puts forward suggestions tie people’s government,
coordinates with the ACFTU on labour relation issueegarding private
enterprises...” But when new organizational arrangemr CEC-CEDA emerged

in 1990s, these functions were eliminated from ACEIresponsibilities.

Though the ACFIC was an extension of the Partyestgstem, a so-called
“united front tool”, it had more subtle relationghiwith the party-staté&® and

cannot be deemed to be a “direct descend@i#: )" of the party-state. Therefore,

229 We discuss these relationships in more detalliapter 5.
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even though ACFIC has a longer history and be#putation than CEC-CEDA,
and is a bigger organisation, it has been barelolwed in NTCLRC's
mechanisms®® Although the ACFIC plays an active role as an @ygis’
association, its importance and potential shoultl be underestimated. Possible
future political and structural refornpovide an environment for it to develop its

role in Chinese industrial relations.

2.3.3 Other Employer’s Associations

Is there any possibility that a fully spontaneongpyer’s association will emerge
and prosper in China’s political and economic emvwinent? While there was much
debate about the organization and development \of dhambers of commerce
operating as employers’ associatiéiisthe attitude of the party-state has gradually
become clear. At the NPC held in March 2005, Preien Jia Bao’s Government
Report contained a paragraph referring to the oblgovernment in business. Its

role was to

“...enhance the transformation of the governmentiscfions... push further
ahead the separation of government and enterfigess) 1), the separation
of government and capital{(¥t 7;7F') and the separation of government and
public utilities (B 4> 7F)... hand back all those matters, in which the

government should not get involved, to the entegs;i the social organization

or the agency apparatus...”

Guangdong province, in the front line of econoneform, issued a “Regulation on
Trade Associations” in December 2005, providing icmlooser environment for
the self-association of enterprises within spedifidustries. Shenzhen city, being

“in the front line of the front line”, went a stefurther by establishing the

201 all those cities with established tripartitessms, only 11% of local TCLRCs chose the local

FIC as the employers’ representatives.
21 For examples, Chen, S. Y. and Ma, B. (2004), GacZ. (2000), Li, J. Q. and Wang, S. Z.

(2005), Ma, M. (2002), Yu, H. et al. (2002), YuXl.and Wu, Y. (2001) and Zheng, J. H. and Jiang,
J. (2003).
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“Shenzhen Trade Association Service Departmentgremg a new system of “no
official level, no official staffing, no supervispunit G4 T4l JoEE)”

for trade associations.

Of course, in the context of China’s political cingstances, this opening was

limited and conditional:

1. Looser regulations were issued only by locaharties. Regulation at
upper levels, such as the “Regulation on the Regish and Management of Social
Organizations”, issued by the State Council in 1998 not undergo significant
amendment. In practice, conflict between local ahd national regulations

continued to follow the more strict national redidas.

2. Even in the “Regulation on Trade Associations"Guangdong province,

there were items stating that

“...the civil affairs department of the people’'s gowment is the registration
and administration unit for the trade associatiather relevant government
departments can supervise the activities of thdetrassociations in their
specific administrative areas and can guide thdetr@ssociations by putting

forward suggestions, announcing information andiigsdirective policies...”

Furthermore, registration and administration uhad the authority “to prohibit the
preparation and formation (of trade associationsXb “order (an association to be)

dismissed according to lavi®?

3. In Guangdong, the Provincial Party Committeaugsls a document in
February 2006 commenting on “how the party and gowent can lead the trade
associations in the new era of reform”, and urgthg “establishment of an
interactive mechanism that involves the party, twernment and the trade
associations®> Officials in Shenzhen city also openly stated that (we) must
prevent the trade associations from becoming palitpressure groups... party
committees at all levels should feel confident wlding up the party branches in

232 Articles 7, 11 and 36 in Guangdong Provincial ile's Congress (2005).

233 Articles 1 and 22 in Guangdong Provincial Pargn@nittee and Government (2006).
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all trade associations...” According to one repampag the 2,300 full time staff in

160 trade associations in Shenzhen, there were3@darty members.

A big gap remains between the theory and pracfi¢eee association. But the
emergence of trade associations is a solid steprtsamree association. According
to data provided by the Ministry of Civil Affairby the end of 2005 53,000 trade
associations were registered nation-wide. Theiwgrois the fastest among all
social organizations. We can foresee that therd W more spontaneous
organizations which will really represent the iets of employers in Chinese

industrial relationg>®

It is a pity, however, that in a “socialistic cowyit nominally “led by the
working class”, the breakthrough of reform affegtinee association came not from
the association of workers and employees but flerassociation of employers and
capitalists. This caused some puzzlement as to tbyparty-state feels more
comfortable dealing with capitalists than with therking class**® While the
interests of employers can be represented eventbglitheir own associations,
employees still have to rely on the official unkort‘represent” their interests. If this
situation does not change, the power gap betweereithployers and employees

will only become wider.

234 «Civilization Makes Trade Associations in Shenzi&tronger” (in Chinese),iaowang News
Weekly 7" Aug, 2006; 1At iS4 T W 23 B AT Sk, B ) JA 1) 20064F 8 H 7 H.

2% In Chapter 6, we discuss further what those eyepk associations have done to promote

employers’ interests.

3% More examples of this type can be found in Chaptehen we discuss the relationship between
the party-state and the employers (capitalists) thedrelationship between the party-state and the
employees. It is interesting that the party-statnss to share some common views with the Unitarist
approach of the industrial relations theory, whiking right wing, tends to consider (free) labour
unions as troublemakers who raise transaction dostsolving labour problems, and to entrust to

the employers major responsibilities for handlinduistrial relations issues at the workplace.
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Conclusions

In this chapter we discussed three industrial iaiat actors at the macro level,
namely, the party-state, the ACFTU and the Emplé&s=ociations:

1. Having regard to the problems of Taylor et al'sG2psummary of the
party-state structure in China’s industrial relaip we suggested a more
sophisticated diagram (Figure 3.2) to describerdtevant party-state structure in
industrial relations. We then analysed further paety-state’s role in industrial
relations as legislator and labour market regulatmnciliator, arbitrator and
mediator, provider of public goods, and employerlafour and labour market
developer. We concluded that the party-state,fitsetonstant target of reform
during an unprecedented transitional period, dit peform well in these roles,
though it tried to do so.

2. Taking into account the history and post-1997 statiithe ACFTU, we
concluded that it was an extension of the partiestalaying the role, as set by the
party-state, of “bridge and transmission belt fog tonnection between the party
and the employed masses”. Being privileged by ttypstate, however, did not
mean that the ACFTU had no role to play as labotefmesentative, or to care
about the protection of labour rights. Since th8QK) the market economy called
for a service union which would pursue the inteyest its members, yet the
ACFTU was constrained by being a party-state extens

3. Three major types of employer associations opelegally in China:
Official “Industry Associations” headed by the CHEEDA, semi-official
“Chambers of Commerce”, affiliated with the ACFi&hd more spontaneous “Civil
Chambers of Commerce”. These three types of empdogssociations are distinct
from each other due to their respective origins @rmatacteristics.
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Chapter Three

Institutional Industrial Relations Actors

At the Workplace Level

Introduction

In the last chapter, we identified and discusseéetimajor industrial relations

actors above the workplace level in China: the ypstdte, the ACFTU, and

employer associations. In this chapter, as wellhasnext, we shift our focus to
industrial relations actors at the workplace levelparticular, this chapter focuses
on two institutional actors, namely, grass root®ns and employers.

We argue that there are significant differencesvbeh the ACFTU and grass
roots unions, stressing that reforms in the lat#iect elections and daily
performance, though the real effects of the reforamain uncertain. Turning to
employers, we explain the mixed economic model mn& and contend that
Chinese employer behaviour should be analyzed en bisis of segmenting
enterprises by operational scale and ownership. tyjgvidual employees are the

subject matter of the next chapter.

3.1 Grass roots Unions

As noted in Chapter Two, the relevant literaféifen Chinese industrial relations
seldom singles out grass roots unions as sepastes ausually treating them with
the ACFTU as a whole. If this was acceptable inphst, when the ACFTU and

237 For example, Chan (1993, 2002, 2003), Leung (20Bibert (2005), Zhang Y. M. (2003), Qi D.
T. (2004), and Feng G. (2006) etc.
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grass roots unions behaved almost identically & ¢bntext of a state-owned
economy, it is no longer so, because the posit@ninles and functions of the
ACFTU and of grass roots unions are quite diffefemh each other in the context

of a transitional society heading towards a magkenomy.

China’s transition to a market economy, bringing ES@eform and
restructuring and the rapid development of non-S@Etors, caused significant
change in the operation of all kinds of enterprise€hina. Unions, especially grass
roots unions at the workplace level, were confrdnby new challenges which
include, but are not limited to, the cessationahpulsory recruitment in non-SOEs,
SOE lay-off (I ) issues and growing labour disputes caused byshéaworking
environment, particularly in Privately Owned Entgsps (POEs) and general
Foreign Investment Enterprises (FIES). All thesades drove the reform of grass

roots unions.

From the analysis in the previous chapter, we tetirat the ACFTU is a
highly political organization. As China’s centratadership stressed economic
reform without a road-map for political reform, sificant reform of the ACFTU
was unlikely. Grass roots unions, however, wereentlmwn-to-earth and much less
politically sensitive, facing issues such as thdirary workers’ everyday livelihood
and dealing with the more practical tasks sucthasnegotiation of payment rates
and working conditions. In the context of the n@E&P leadership’s policy of
“constructing a harmonious societly @& flli 41 %), reforms of grass roots unions
began to take off after the new “fourth generatitgédership came into power in

2003. In the following sub-sections, we discuss¢heforms.

3.1.1 Structural Changes in Grass roots Unions’ Wking Environment

In the early stage of reforms and the Open-dooicPauring 1978-1992, China

developed a so-called “economic system with pulivoership as the mainstay and

other forms of ownerships as supplememsA il T4k HABRTA H1 4 #b 76
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P12 5% EE)”, which meant that the public sector continueglay a dominant role

in the economy as well as in the labour mafRet.

In an economic system dominated by the public secfi@ass roots unions
dealt mostly with SOE employees, who were autoralyicand compulsorily
recruited as union members. Grass roots unionieetahe top-down mentality
which characterised the ACFTU at the macro-levielying mainly a political role
in control of the working population. Though we dwmbt locate any empirical
research on the practices of grass roots unionsigltinis period, the following
document issued in 1984 gives a hint of what thé=AQ and party-state required

of the grass roots unions in their everyday openati

Grass roots unions are the basis for the Union (A@Ro connect with the
masses and carry out various tasks... (We shaliygttnen the construction of
grass roots unions and give full play to the urgospeciality in realizing the
Party’s general missions and objectives... Grasssrantons shall adhere to
Socialism, adhere to Proletarian Dictatorship, agllhe the CCP’s Leadership,
and adhere to Marxism/ Leninism/ Mao Zedong Thosight(Grass roots
unions shall) fully play the roles of being thartsmission belt between the
Party and the working masses, being the importaeiakpillar supporting the
People’s Democratic Dictatorship\(t [ 3% 1), and being the school for

spreading communism (to the working peoplé¥’..

Grass roots unions at this stage were endowedpalitical functions typical of any
Leninist trade unioA?’ which were, as outlined in subsection 2.2.3, ire livith

those sustained by the ACFTU. During this peridteré was little difference
between the ACFTU and grass roots unions, excepttiiey operated at different

levels of social control.

238 For detailed descriptions of this policy, refetthe publicized political reports of theand 1%’
CCP’s national conference (CC-CCP 1982; CC-CCP 1987

239 General Provisions in ACFTU (1984).

240 Qi, D. T. (2004).
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After 1992, the grass roots unions’ working envimamt underwent
significant structural change. The most significelndnge is that they lost much of
their guaranteed membership base, which was providditionally by SOES* As
pointed out in the last chapter, by 2002, only 7ilion employees remained in
state and collectively owned enterprises, mereliydidhe number in 1992 and less
than 20% of all employees in non-primary industffés\s over 80% of employees
worked in non-SOE sectors which were out of thechieaf the party-state, the
diversification of enterprise ownership types méa®our relations more complex
than before. Labour disputes began to emerge inptngic realm whereas
previously most labour issues were confined to settled within the “work unit
(*ff7)”". As a consequence, the number of recorded laBispute rose significantly
from 48,121 cases in 1996 to 317,162 in 288&urthermore, together with the
influx of foreign capital, modern western managetsistems and style impacted

significantly on traditional ways of managing eptéses and unions:

In response to these changes, the ACFTU issue@éva version of the
“Regulation on Enterprise Union’s Work” in 2006,gsificantly reducing the
political content in the original regulatitti by shifting emphasis to “lawfully
fulfill the basic responsibility of protecting engyees’ legal rights, coordinate
labour relations in the enterprises, push forwdmel ¢onstruction of harmony in

1246

enterprises, and facilitate enterprises’ healthyetipment...”” Measures were

also taken to reform grass roots unions so as tohmthe changes. Among them,

241 Theoretically, the fact that a firm is privatedyned does not necessarily preclude compulsory
union membership. But it has been lucky (or unltkior the Chinese workers that the policy-

makers did not enforce union membership in non-SOEs

242 Refer back to discussions in 2.1.2 of Chapter 2.

2$3NBS and MOLSS (2007), disc edition, Table 9.1

244 Refer to the analysis by Wang L. C. (2003) anddr'. (2003).

245 j.e. ACFTU (1984).

246 Article 4 in ACFTU (20086).
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two reforms were significant. The first related alection of grass roots union
leadership, or the “representation” issue, whikeghcond related to how grass roots
unions should perform their roles, or the “functiossue. We discuss these two

matters in the following two sub-sections.

3.1.2 Grass roots Unions Elections

Despite the fact that Chinese employees were nowvedl to organize their own
independent unions, relatively free and democralgctions within the existing

union structure were widely accepted. Wang condeatéections with the

development of new forms of democracy in Chinaurg that they were another
major reform following the release of control oygasants’ self-governance in
rural areas and residents’ self-governance in ugraas.” Other scholars, though,
were less optimistic but generally positive abonion reform during the decade
after 1997

Grass roots union elections were an attempt toestigpresentation” and
legitimacy issues in China’s monopolistic uniontsys. As we saw in the last
chapter, the ACFTU is a top-down structured uniontmlled by the CCP at all
levels and can be deemed an extension of the patg-system. For this reason, its
legitimacy as an organization “representing the kivgy class” was long
questioned?® One of the ACFTU’s major problems was that unieaders at all
levels used to be appointed by and therefore ressiplento “the upper leadership

(L2045 5)" * rather than their worker members. A bureaucratickimg style was

247 Wang, J. H. (2005).

248 E g., Wang L. C. (2003); Chen S. Y. and Zhang2005) etc.

249 For such criticism, refer to Harper P. (1969)a@. (2002), Leung T. (2002), Zhang Y. M.
(2003), and Liu Y. Y. & Zhang L. (2005) etc.

250 According to the union statute, the “upper lealigisrefers to the superior Party committee as

well as the superior union governing body. (Refezkoto the discussion in 2.2.2).
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fostered in such a top-down and semi-governmenmtatational environmert!
These practices did not cater to employee needshén market emerging

economy’>?

Reform of China’s unions so as to lessen bureaycesx enhance their
adaptability to the market economy, and withoutsoag possible chain effects such
as those caused by Poland’s Solidarity, was a hardo crack for China’s policy
makers. Following a strategy of “reform in a grddumanner”, authorities
encouraged limited direct elections in grass ragt®ns in the hope of solving
representation and responsibility issues with aemmntrollable workplace and

without dramatic changes to the official union syst

Grass roots union elections were an attempt toestigpresentation” and
legitimacy issues in China’s monopolistic unionteys. As we saw in the last
chapter, the ACFTU is a top-down structured uniontmlled by the CCP at all
levels and can be deemed an extension of the ptaty-system. For this reason, its
legitimacy as an organization “representing the kivgy class” was long
questioned>® One of the ACFTU’s major problems was that unieaders at all
levels used to be appointed by and were therefespansible to “the upper

leadership (I 2% %l 3 )" % rather than their worker members. A bureaucratic

251 Deng Xiaoping, on different occasions, commented th.unions shouldn’t be the ‘tail’ of the
administration... (union cadres) shouldn’'t consideeniselves as administrative officials” and “...
(union shouldn’t be) an organization for a few pdedp collect workers’ membership fees, play ‘the
master’ and pursue personal interests(as quoted by Xu X. J. 2006). In the Chinese dfici

language, all those “shouldn’ts...” refer to existjprgctices.
%52 As the employees in the non-SOE sectors now ehjyight of job mobility and can choose
whether to join the union or not, they demand thatunion should first demonstrate its value before

they are willing to join it and to pay for their méership (Xu X. H. 2003).

53 For such criticism, refer to Harper P. (1969)a@. (2002), Leung T. (2002), Zhang Y. M.
(2003), and Liu Y. Y. & Zhang L. (2005) etc.

%54 According to the union statute, the “upper lealigisrefers to the superior Party committee as

well as the superior union governing body. (Refezkoto the discussion in 2.2.2).
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working style was fostered in such a top-down agdisggovernmental operational
environment> These practices did not cater to employee needkeiremerging

market econom$>°

Reform of China’s unions so as to lessen bureayceax enhance their
adaptability to the market economy, without caugiogsible chain effects such as
those caused by Poland’s Solidarity, was a hardtemdrack for China’s policy
makers. Following a strategy of “reform in a grddumanner”, authorities
encouraged limited direct elections in grass ragt®ns in the hope of solving
representation and responsibility issues with aemmntrollable workplace and

without dramatic changes to the official union syst

Grass roots union elections were first trialed amtpf Shekou Distriét’ as
early as 1986 and were extended to the whole cistni 1988. Since then, in
Shekou, not only have leaders of grass roots urbers elected, but also leaders of
the union federation at the district level. The exment was then extended to
Guangdong Province. It is estimated that by 2008 third of grass roots unions in
Guangdong Province, or, approximately 40,000 out24,000 unions, held direct

democratic elections,

255 Deng Xiaoping, on different occasions, commented th.unions shouldn’t be the ‘tail’ of the
administration... (union cadres) shouldn’t considesmiselves as administrative officials” and “...
(union shouldn’t be) an organization for a few pedp collect workers’ membership fees, play ‘the
master’ and pursue personal interests(as quoted by Xu X. J. 2006). In the Chinese dffici

language, all those “shouldn’ts...” refer to existjprgctices.

2% As the employees in the non-SOE sectors now ehpyight of job mobility and can choose
whether to join the union or not, they demand thatunion should first demonstrate its value before
they are willing to join it and to pay for their méership (Xu X. H. 2003).

%57 Shekou is an industrial district under ShenzhesnBmic Special Zone, Guangdong province.

#BuDijrect Election Is Not A Show, 1/3 of Guangdon@sass Roots Unions Are Elected Directly”
(in Chinese)Southern Metropolitan Pape®, July, 2003; kA &M F5, | & 13 k)2 T
SHMLT A, #JE R, 2003-07-09.
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Summarizing those experiences in official documetite ACFTU passed
several regulations to formulate the practice et&bns in grass roots unions. Such
documents include the “Temporary Regulation on &rasts Unions’ Elections”
and “On Grass roots Unions’ Representative Cont&r'eénwhich were issued in
1992, as well as the “Regulation on Enterprise dsidVork”, which was issued in
2006. In addition, some ACFTU provincial branché&sassued local rules on the

election of union chairg?®

The question remains, though, whether the ACFTWé&sg roots unions were
really democratized. This question requires uoak linto the specific regulations

as well as their implementation.

Requlations on Grass roots Unions Election

Most of the items in the ACFTU’'s 1992 document “@mass roots Unions’
Representative Conference” can be seen as consigitbnbasic democratic rules
such as open competitive elections, secret badlots the majority principle. For
example, the regulations stipulated that “all reprgatives in grass roots unions’
representative conferences shall be chosen in getitive election by secret
ballots”**°and that “candidates must obtain majority suppotallots conducted
in their working units to be granted the formaletibf representative®®* At the
same time, however, we must note that there weredhuses meant to protect the
existing system and to prevent a bottom-up qualéathange of power which may
be triggered by direct elections. For example, thgulations stipulated that

“...grass roots union representatives should... peirsi&illowing the Party’s basic

259 E.g., Shanxi Provincial ACFTU (2006).
280 Article 5 in ACFTU (1992c).

%61 Article 5 Item 7 in ACFTU (1992c).
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lines...” % and that “...the representatives’ responsibilitie® a0 lead the

implementation of the Party’s lines, policies aactics. ..

The most limiting clause is perhaps one which statéafter the
representatives are elected, the list of namebetlected representatives shall be
handed to the grass roots union committee for iigaion of qualifications®®*
This clause grants the power of final decisionh® grass roots union committee,
which is usually controlled by the corresponding FCGranch. Why does the
qualification investigation take place afterwaragl anot before the elections? If a
person is found to be unqualified after he/she vaimselection, is it not a waste of
time and resources to arrange for another elect@h$ not hold the investigation
at the outset? Those who are familiar with thetjpali processes in China know
that when something is against normal logic, italigusuits the logic of political
expediencé” Investigation beforehand, of course, can filter alovious dissidents,
but there are also “hidden” dissidents who cardeetified only by their words and
actions during the election campaign. Thereforés thause provides a “safety
brake” for the ACFTU and the party-state behindlfita candidate exhibits a
tendency to disagree with the existing system atit@orities can still deem him or

her unqualified even if the person wins the electio

We can see, therefore, that the ACFTU and the {ztaty behind it held a
complex attitude towards direct elections in gnagss unions. They realized that
direct elections were a two-edged sword. On the loaled, elections reduced
bureaucracy in the official union and enhancedetiectiveness and efficiency of
the grass roots unions. On the other hand, if ootrolled “properly”, elections

triggered a chain of events and even endangerefddiitecal system as in Eastern

262 Article 5 Item 1 in ACFTU (1992c).

%63 Article 5 Item 13 in ACFTU (1992c).

%4 Article 5 Item 9 in ACFTU (1992c¢).

%5 |Interested readers can refer to Bo Y. (1998) andSA(2002). These two famous books contain

many vivid examples of power manipulation in Chmésstory.
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Europe during the 1980s and 1990s. That is whyR&gulations contained both

democratic and limiting clauses.

The Implementation of Direct Elections in Grass Rots Unions

Guo Wencai, the chief director of the ACFTU’s Orgational Construction
Department, commented in 2003 that direct electiahghe grass roots level
focussed on unions in medium/small and non-SOEr@mges, not in SOEs at that
stage?®® Implementing direct elections first in medium/shmahterprises fitted
clearly with the long-held economic reform mentabft “Grasping the Large While
Releasing the Small{ X j#%/)h)”, 2" while the focus on non-SOE enterprises was a
consequence of marketization. Employees in non-8Qeérprises were accustomed
more to working in a market economy environmenteyl lvere more pragmatic,
therefore, about the costs and benefits of theircels, needing to be convinced that
joining a union would bring net benefits. As gras®ts unions in non-SOE
enterprises were established mostly on a voluriasjs®®® the ACFTU, if it was to
attract members, had to make gestures to shovitshatention was to work for the
interests of labour. Undoubtedly, one of the besttyres was to support direct
elections in these enterprises. Workers were netrasted in joining “signboard

unions” such as those manipulated by authoriti€3Ois.

266 “Union Reforms in the Transitional Period” (in @kke) Southern Weekend3®, July, 2003; #%
R Ty )7, BT E K, 2003-07-03.

%7 The policy of “Grasping the Large While Releasihg Small $[L_kj5/]")” can be traced back to
the speech made by Deng Xiaoping during his fami8aosthern Tour” in 1992, and can be formally
found in State Council (2003). Though this policy was ingas a measure for the SOE reforms, it
is now widely applied to various other reforms sashunion reform, finance reform, and medical

care reform etc.
28 | e. non-SOE employees have the right to decidetier or not to establish a grass roots union,

and/or whether or not to join a grass roots unfdhis established; while in the SOEs, grass roots

union are all in place and all employees automiyitecome members.
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In addition, the complexity of the role of unions SOEs delayed union
reform in those enterprises. After the establishmoéthe SOE system in the 1950s,
unions in SOEs performed multiple functions, assisenterprise administratioh’
and acting as agents for the party-state in leatthagvorking class. For this reason,
the 2006 version of the “Regulation on Enterptis@ons’ Work” continued to
stipulate that “the candidates for union chair tates and collectively owned
enterprises shall be nominated by the party orgdéioiz at the same level together
with the superior union..the union chair shall be treated as assistanthéo t
party/administration at the same level; if he/sha CCP member, he/she shall be a
member of the party’s leading organizatior?’>Therefore, the phenomenon of
“no separation between government and enterprigési>(f>43)” remained in
SOEs?"* with little indication that reform of union eleotis was to be implemented

in SOEs before they were fully marketized.

In summary, policy makers tried to reduce the puaitaspects of grass roots unions.
They were willing to grant more flexibility and gdom to those operating in
medium/small and non-SOE enterprié€sHowever, it is premature to suppose that
the ACFTU's grass roots unions were democratizée: democratization of grass

%89 Unions in SOEs usually perform part of the radéshe HR department, mostly in organizing

employees’ recreational activities.
270 Article 24 in ACFTU (2006).

21 Hu, X. D. (2001).

272 This tendency can also be revealed by comparimgsite the 2006 “Regulation on Enterprise
Unions’ Work” with those in the 1984 “Temporary Regfion on Grass Roots Unions’ Work”. We
can see that most of the political wording in thd sersion was deleted and replaced with
instructions on how to “connect closely with thesses, care for their production and livelihood,
warm-heartedly serve employees, and strive to cactsa ‘reliable home’ for the staff...” (Article 5

in ACFTU 2006) There are also clauses emphasigimgdpenness of union affairs, adherence to the

‘masses line’ and democracy” (Article 19 in ACFT00B).
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roots unions was a long and drawn out proééswjth no clear answer to the
guestion whether reforms were destined to procedaet upper level of the ACFTU
itself. Yet, it can be reasonably expected thatrttleout of the direct elections in

grass roots unions will eventually affect the oferaof upper levels.

3.1.3 Grass Roots Unions’ Roles

There are two major issues in the changing roleggrass roots unions. One
concerns the ways in which the grass roots unionsme of peace, perform their
roles in collective bargaining and ensuring thdization of labour contracts. The
other is about how, in times of trouble, grass soohions are involved in the

protection of employees’ legal rights.

Collective Bargaining and Daily Monitoring

Theoretically, the ACFTU encourages all grass rooisns to be actively involved
in collective bargaining and daily monitoring preses. The “Regulation on
Enterprise Unions’ Work” stipulates that “.(enterprise unions should) help to
instruct the employees in signing labour contraetéh the enterprises;
coordinate/negotiate and sign collective contrast®quals with the enterprises on
the matters of payment, working hours, labour guast and holidays, safety and
hygiene, and insurance and welfare etc.; and moti® implementation of the
collective contracts..?”*In practice, implementation of collective bargamiwas
treated more seriously in non-SOEs than in S®Bshough nominally the

proportion of employees covered by collective cacts was much higher in SOEs

273 As shown earlier in this section, even in the meformed province of Guangdong, only about
1/3 of grass roots unions have gone through theodeatic election process, and SOE union reform

is not on the agenda at all.

2" Jtem 3, Article 18 in ACFTU (2006).

2’5 Gallagher 2004; Xu, X. H. 2003; Wang, L. C. 2008ng, X. 2003.
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than in non-SOE&'® The reason is that collective contracts in SOE=aehieved
by coordination, with little need for real negoiiex, between official union and
administration cadres, while in non-SOEs, contrdwdsl to go through more

practical negotiation processes.

For grass roots unions which took on the actua oflcollective bargaining,
the ACFTU’s guiding strategies were reflected iseaies of policy guides entitled
“Enterprise Union: On the Way to Coordination aneghitiation”?’® These articles
reiterate that “...(unions) should make the employeatize that the rise of salaries
and welfare must be in line with the enterprisesfipability, and that the staffs’
individual interests are closely connected withsthoof the enterprises. The
enterprise should care for its employees, whileetinployees should strive to reach
the production target and to improve the enter{mipeofitability. Only by these
means can the interests of both sides be maintaimedigh coordination and
ultimately achieve a ‘win-win’ solution..?”® Clearly, the ACFTU’s leadership,

following the party-state’s guiding ideology of ‘fastructing a harmonious society”,

2% 1t has been argued the collective bargainingistason system does not provide a real

independent framework for regulating employmenatiehs and that the majority of collective
contracts were model agreements made between thdoyen and the union without direct

involvement of workers or any real negotiation mssx (Cooke, F. L. 2008 pp. 15).

2" Taylor et al. have a different view, arguing tmthe process of achieving a collective contract,
whether in SOEs or non-SOEs, there is rarely aay megotiation with little substantive content

contained in the contract. | believe that this dosion is too sweeping. Because of the complicated
state of China’s industrial relations, it is extedyndifficult to make a proper generalized judgment

on the effectiveness of collective negotiationsy{daet al. 2003 pp. 187-206).
39 The words “coordination” and “negotiation” insteaaf “bargaining” reflect the Chinese
preference for a harmonious approach rather thamtbre confrontational attitudes that sometimes

are held by western unions.

219 ACFTU (2007).
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wish to foster a more “win-win” harmonious atmosghi collective bargaining at

the grass roots levéf°

This approach was in line with most unions arour&world. As pointed out
by Freeman and Medoff, as unions are not simplébt@mk monopolies but
collective organizations of workers with diversdenests, they rarely set wages,
unlike the monopoly firm which sets prices to maizienprofits. Rather, they
bargain over wages with employers. Moreover, a nisi@ability to raise wages is
limited by the possibility that, if all else stattse same, higher union wages will

induce employers to reduce employm@ht.

Some researchers reveal through case sfiifithst reasonable demantfs
were achieved through win-win style negotiatioreamployees were organized
and showed their collective power. Some case sutbenonstrated that employees’
collective support was the key for union actiond @imat collective action not only
placed pressure on management but also strengtlanad power, protecting shop

stewards and making them feel freer to speak fonbees>*

Effective collective bargaining and daily monitagicannot develop without
active, collective power constructed on the baisneployee support. The source
of employee support comes from their recognitiothefunion as the representative

of the employees’ interests and not the interestth® upper-level leaders. Only

280 It is worth pointing out that there is signifitatifference between the ACFTU’s guidelines and
an orthodox Marxist perspective, which locates #ssence of labour issues in the unequal
distribution of political power and economic wealimong different social classes and strongly
questions the possibility of constructing and maiimihg a win-win relationship between labour and
capital (Hyman, R. 1975 pp. 10-13, 27-31).

%1 Freeman, B. & Medoff, J. (1984) p. 6.

22 E g. Tong, X. (2003), Wang, L. C. (2003), and H&dn(2005).

83 This means that unions only make demands whielvithin the affordability of the enterprises.

84 Wang, L. C. (2003).
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when this happens are employees willing to givdéectve support to the union’s
actions. As we saw in the last subsection, freectlielections, which will greatly
enhance employees’ recognition of unions, werethetnorm in China. Though
some of the grass roots unions in non-SOEs staotesthift their practices in this
member-oriented direction, many unions did not doWe can be only cautiously
optimistic about grass roots unions’ overall parfance in collective bargaining

and daily monitoring during the decade after 1997.

Protection of Employees’ Legal Rights

Aside from the classic market mechanism of exit-anty?®° the union’s voice

provides another mechanism for dealing with socmia@conomic problems. ‘Voice’
means discussing with an employer conditions thghbto be changed, rather than
resigning from the job. In modern industrial ecomesn and particularly in large
enterprises, a trade union is the vehicle for ctille voice, which provides workers
as a group with a means of communicating with mamamnt>>® Therefore, unions
were a useful tool for developing so-called indastdemocracy®’ Was this the

situation in China?

%85 The classic market mechanism is “exit-and-entiry’which individuals respond to a divergence
between desired and actual social conditions bycesiag freedom of choice and mobility. In the
labour market, exit is synonymous with quitting,iMetentry consists of new hires by the firm. By
leaving less desirable for more desirable jobsyiddals penalize the bad employer and reward the
good, leading to an overall improvement in thecidficy of the economic system. Much economic
analysis can be viewed as a detailed study ofrtiptidations of this kind of adjustment and of the
extent to which it works out in real economies. ldag as the exit-entry market mechanism is
viewed as the only adjustment mechanism, institstidike unions are invariably seen as
impediments to the optimal operation of the econg¢frgeman and Medoff 1984 pp. 7-8).

% Freeman, B. & Medoff, J. (1984) pp. 7-11.

87 Many capitalists and some scholars, though, opjdustrial democracy as an infringement of

the right of management to manage (Brooks, J. G0J19
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MOLSS statistics show that labour disputes incré@tean annual rate of 30%
from the early 1990s, when China began its tramsito a market econont$
Labour disputes were no longer as exceptional &g were previously, when most
labour issues were confined to and settled withan $SOE “work unit §.17)" and
were rarely treated formally as disputes. Labowgpulies happened every day
around the country, and union cadres learnt to With them, though they had a
serious problem in identifying the unions’ rolean employee’s so-called “Right
Protection Activities 4R 5))". 2%

On the one hand, the union was theoretically dwiyAol to provide protection
for an employee’s legal rights. Under the ACFTU'sligy of “organize and
practically protect (workers’) legal rightZH(Z{i >k, VIsz4E40)”, which was
issued at its 12 National Conference in 2003, unions at variouselewvere
encouraged to be more active in employees’ “Rigtaetion Activities ¢EfiG
zh)". Admittedly, unions at all levels were takingnse action. For example, most
local unions established “Legal Right Protectiom@es”. Some hired full-time
lawyers to provide legal assistance to workerseadd® and at the national level,

the ACFTU activated a nation-wide telephone ho#-(jh2351), as well as a website

(www.12351.0rg.chfor legal consultation on dispute mattéts.

288 Research Institute of MOLSS (2004b).

89 “Right Protection Activities £i44ii5%))” is a commonly found term in recent years. lersfto
those activities organized spontaneously, outdidetraditional official system, by a specific group
of people in attempt to defend their own legal tégimrough various measures, such as legal actions,

appeals, and demonstrations etc.

29 According to the data released by the ACFTU, gy énd of 2005, there were 3,856 legal
assistance offices in various levels of unionshwtore than 10,000 staff and 669 full-time union

lawyers (as quoted by “Union Legal Assistance Bez@ystemized” (in Chinesé)yorkers’ Daily
30" Jan, 2007; “ T4 AHEIIMIRAR ", TAHHR, 20074 1 H 30 H).

291 |nformation from the official websiteww.12351.0rg.ch
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On the other hand, as depicted in Figure 2.3 inpilevious chapter, local
unions were a solid reporting line leading to theal party committee. In a political
system which appraised local official performange@DP growth in their areas of
responsibility, local party branches and governmadministration had more
incentive to create a looser business environmeasdo attract capital and enliven
the local economy®® As a consequence, grass roots unions were sanehvich
between employees and superior official organs)go the embarrassing position
of trying to please both sides, often without sgscdt was not uncommon to find
union cadres standing on the side of capital amdllauthority instead of their
members when “negotiating” with employees in labdigputes. In extreme cases

workers sued union cadres for their inaction opprapriate actiof?®

That is the reason why many schofétslo not believe that China’s unions
played a significant role in protecting workersga rights?®> Though some union
cadres tried genuinely to do so while others ongdtto make workers believe that

they did so, there were likely many more officialso simply sat idle and kept out

292 “Why There Is Competition among Local Governmé(its Chinese) 21 Century Economic
Report 2006-07-13; # [H [y 3 J7 BURF ) 5 4+ LA e 58 7, 21 2028064k 0E, 2006-07-13.

293 “\Workers Sue Union Chair for His Inaction” (in ®leise) Guangzhou Daily16", Nov, 2006;
C L B AME ARSI R TSAR”, 7 HIH R, 20064 11 7 16 H.

2% For example, Chan A. (2002), Chen F. (2003), Rén¢2006), Han H. (2005), Leung T. (2002),
Qi D. T. (2004), and Zhang Y. M. (2003) etc.

2% Cooke argues that, while some local union autiesriclaim that industrial relations tend to be
less problematic in enterprises with a union tHarsé without one, this seemingly better industrial
relations climate should not necessarily be segheagpositive outcome of unionism. Rather, it may
be that enterprises that recognize unions are thiseh have better employment relations in the
first place, with or without unions, and that uni@eognition is “icing on the cake”, i.e. a by-puot

of the good enterprise climate (Cooke, F. L 2008532).
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of trouble?®® According to a survey, workers in disputes tenttedeek help from

governmental departments and the media ratherftbantheir uniong®’

Whether in times of peace or trouble, the dilemrngrass roots unions’ conflicting
roles leads to a further question: if there wageform in the union system at the
macro level® was there any significant improvement in the unioodel as a
consequence of reforms such as grass roots uregctiagls at the micro level? The
relevant literatur€® suggests that when problems were confined witpieci§ic
enterprises, for example, collective bargaininga@pecific labour contract, reforms
at the micro level helped improve the unions’ opera However, grass roots
reforms did little to solve problems which were beg the scope of individual
enterprises. Such problems include the treatmesystematically laid-off workers
in SOEs, legal procedures for labour dispute satld, and interference from local

governments.

In summary, grass roots union reforms made somgrgse after the 1990s,
especially the improvement of union representatignmeans of limited direct
election at the workplace level. However, the openal systems of higher level

2% As pointed out by Howell, union officials, strded uncomfortably between these two sets of
often conflicting interests (of the members andthe party-state), have responded to disputes in

diverse and ambiguous ways (Howell, J. 1998 pp-168).

297 %u, Y. P. and Shi, X. Y. (2006).

2% For example, the Union Law has technically platiesl union in the position of mediator and
arbitrator, rather than the representative of thekers; and as pointed out previously (with more to
be touched upon in Chapter 7), union cadres sas their duty, first and utmost, to follow the
interest of the party-state and distance themsdhoes worker members when they decide to take

collective action.

29 For example, Chen, F. (2003a/Beng, G. (2006)Tong, X. (2003), Wang, L. C. (2003), and Han,
H. (2005).
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unions were not reformed in accordance with thdsta® grass roots uniofis. so
that many issues were not resolved. Thereforeptiey of reform at the grass
roots level, while keeping the macro level uniosteyn untouched, resulted in the
predicament that upper level unions, with the bagkif the party-state, are a major
barrier to further union reforms at the workplaeedl. This suggests that the union
representation and responsibility issues were pbted at the workplace level,
though it is always possible that grass roots umesarm will trigger or force the

reform of upper level unions.

3.2 Employers

Management styles are connected with the culturdlexonomic contexts in which
firms operate. Marginson and Sisson categorize emmp into two types of
ownership and control systems: the Anglo-Americantsider’ system and the
European-Japanese ‘insider’ system. They arguehbdbrmer is characterised by
higher degrees of institutional share ownership @mghasis on short-term returns,
while the latter is characterised by interlinkedparate, institutional and/or family
shareholdings, less-developed stock markets, andgphasis on long-run
performance. Marginson and Sisson also maintaity ihdhese circumstances, the
“insider” system is more likely to encourage itsnagers to treat their staff as long-

term assets than the “outsider” syst&m.

However, China’s case is much more complicatedy wéither an “insider”
nor “outsider” but rather a unique “mixed” systefidter reform and the open door
policies began after 1978, and especially since21%hinese enterprises have
become more and more diverse. Industrial relatipngctices ranging from
infamous “sweat shops” to highly modernized enisgs applying human resource

concepts exist simultaneously, though they areridiged unevenly. The

390 |.e. the ACFTU and its branches above the wodelavel remain to be run in a top-down

manner in contrast to the gradually more bottonwopking style in the grass roots unions.

%01 Marginson, P. and Sisson, K. (1994).
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complexity and variety of China’s industrial retats landscape often confused

researchers, causing difficulties for the studindfistrial relations.

Besides external factors such as the economic alitical environment, the
enterprise’s internal characteristics also direatiypact upon employer behaviour.
These characteristics can be divided into two categ. First, on the employer’s
side, operational scale and ownership type deter@memployer’s basic behaviour.
Secondly, on the employee’s side, the specificatamonomic strata to which an
employee belong¥? also directly affects an employer’s attitude todearand
treatment of the employee. We discuss the lat@pifan the next chapter. In this

section, we focus on the former.

Operational scale and ownership type profoundlgafthe industrial relations
practices of employers in China. Most of the indaktrelations literature pays
insufficient attention to this matter. In the miitpof studies that do consider it, the
focus is usually limited to a specific ownershipey°: As pointed out by Cooke,
“there have been relatively few studies that exawhithe industrial relations in
China... and (even fewer that examined) whether tegonstrated characteristics

distinct to ownership type and size of undertakitfg.

| propose to use “Operation Scale” and “OwnersHippe” as two

dimensions for differentiating Chinese enterprisessshown in Figure 3.1.

%92 For example, whether an employee is a blue-callam white-collar worker, whether an
employee is an urban resident or a migrant wonl@nfthe rural area etc. Refer to the discussion in

the next chapter.
393 For example, Liu A. Y. (2004), Chen F. (2003), ¥R. (2006), and Lee C. K. (1998) focus their
research on SOEs, while Wang L. C. (2003) and Don@003) focus their research on JVs, and Xu

X. H. (2003) focuses his research on POEs.

%94 Cooke F. L. (2008a) p. 112.
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Figure 3.1 Segmentation of Chinese Employers

Large
Enterprises

Medium/ Small

Enterprises

SOEs POEs JVs MNCs FIEs

Following the analysis in this part of the thesidich focuses on the situation of
industrial relations actors rather than interadi@mong them, in this section we
introduce only the basic situation of these empi®yéeaving the discussion of

relations between the employer and various indalgelations actors to Part Three.

3.2.1 Operation Scale of Employers

Scholars propose different standards for determginite operational scale of an
enterprise. Cunningham and Rowley summarized varinternational definitions
in which different criteria, such as the numberpkyed, volume of output or sales,
value of assets, and even energy consumption,sad{i The standard used by the
NBS, however, is the most authoritative in China as thus followed in most
Chinese research. The NBS defines a ‘large ensefpais one that simultaneously

meets the following three criteria:

e 2000 or more employees;
e annual sales volume of RMB300 million (AUD60 milipor greater; and

e total asset value of RMB400 million (AUD80 millioony greater.

All other enterprises are defined by the NBS asiometismall enterprise®?

395 Cunningham, L. X. and Rowley, C. (2008), pp. 356-

%% «“New Standard Higher the Entrance Requirement farge Enterprises” (in Chinese),
Guangming Daily 2003-09-12, available at http://news.xinhuanet.com/newscenter/2003-
09/12/content_1078593.htffast accessed on 6th, Jan, 2009).
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According to the NBS census data in 2004, thereew46,610 large
enterprises operating in China, making up only 1efthe total, while 3,202,732
medium/small enterprises made up the remaining%®8%However, it is worth
pointing out that these numbers do not include aed “Individual Household
Business Units{~/4)")", which were usually below the scale of 8-12 peagnd
clearly belong to the medium/small enterprise cated’® There were no precise

statistics of “Individual Household Business Un(ts 4 /)", %% but according to
figures released by the State Administration fatustry and Commerce (SAIC
% L)), the estimate was around 25 million in 268%Therefore, for the sake

of accuracy the official term “all Chinese entesps” is more precisely “all Chinese
enterprises formally registered under the Corpomatiaw”.** If we take the
number of “Individual Household Business Units” antconsideration,

medium/small enterprises made up 99.8% of all darenterprises.

Large enterprises were distributed unevenly adtesgsountry, with over 60%
located in the four maritime provinces of Shando@giangdong, Jiangsu and
Zhejiang. It is worth noting that, though the natbratio between SOE and non-
SOE large enterprises was around 50-50, in therfaritime provinces the number

of non-SOE large enterprises significantly exceetthadl of their SOE counterparts.

397 NBS (2005).

398 According to the Chinese regulation, “Individuabiisehold Business Units” are not considered
as enterprises. Theoretically, their operation khbe based on self-employed individuals and their
family members, and the maximum number of emplogbesild not exceed eight; but in reality, it is

not uncommon to find some “Individual Household Beass Units” employing dozens of people.

309 The NBS has announced that “Individual HousehaldiBess Units” would be taken into account

when the second economic census was conductedB(ZCTV news report, f0Nov, 2007).

%10 Data as quoted by “Monopoly is the Acceleratortfe Disappearance of Individual Household
Business Units” (in Chinesefhinese Youth Papel8" Sep, 2007; 227 & 650 7 A4 /1 114 2k 1)
A", EE 4R, 2007-9-18.

311 Hereafter abbreviated to “all formally registe@dinese enterprises”.
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The percentages of non-SOE large enterprises wespectively, 81.3% for both
Guangdong and Zhejiang Provinces, 64.7% for Jiarfgswince and 53% for
Shandong Provincg?

The NBS’ census data also showed that large ergegpprovided 41.4% of
all employment opportunities, while medium/smalltezprises accounted for
58.6%°" For the same reason as discussed above, thesersuarb problematic,
because the census took into account only jobsigedvby formally registered
companies with formal labour contracts, so thatli&@ million jobs recorded in the
census excluded employment provided by the “IndimldHousehold Business
Units ({M4))” as well as those in formal medium/small entesgsi but without
formal labour contracts. According to official datatal employment in 2006 was
764 million.** If we deduct the 286.31 million employed in runatimary
industry>!® the total employment in non-primary industry shibble around 478
million. If the two sets of data are combined, totl picture is very different. As
management practices in large enterprises werévediaformal, we may accept
the census number regarding jobs in large entepo$ 68.7 million. Dividing this
number by 478 million, we find that jobs in largeterprises might have made up

only around 14% of all employment.

In summary, 99.8% of Chinese enterprises were medmall scale and
provided around 86% of employment. Therefore, inéecessary to pay special

attention to medium/small enterprises when res@agdhbour issues in China.

312 NBS (2005).
313 |bid.
314 NBS and MOLSS (2007), disc edition, Table 1.1.

315 NBS (2007), on-line edition, Table 5.2.
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3.2.2 Ownership Type of Employers

In China’s model of a mixed economy, there were fivajor enterprise ownership
types: State (Collectively)-Owned Enterprises, &aly Owned Enterprises, Joint-
ventures, Direct Subsidiaries of Multi-national Guamies and General Foreign
Invested Enterprises. This categorization was b&sgely on the “Regulations on
Dividing Enterprises’ Registration Typé” issued jointly in 1998 by the NBS and
the State Administration for Industry and Comm¢€RAIC).

In the decade after the Regulation was promulg&hkoha has undergone
significant economic change. Some of regulationdomger accurately reflect the
state of socio-economic development. However, me#ue Regulation remains in
effect, and most of the statistics and researciChma continue to follow its
standards, we have little choice but to accepti@fenition of specific sub-groups.
Nevertheless, we will categorize enterprises inifferént mannef’ We explain
below the specific definitions of ownership typesdatheir respective basic

situations.

State (Collectively)-Owned Enterprises

State (Collectively)-Owned Enterpris&$ for the purpose of this thesis, include
State-Owned Enterprise$i( 1)), Collectively-Owned Enterprise$i({k /i \h)
and State-Wholly-Owned CompaniesH (i Mt %t /& 7] ), as described in the

Regulation:

%1% |n this section, abbreviated to “the Regulation”.

317 | re-categorize the enterprise ownership types. éxample, the State (Collectively)-Owned
Enterprises (SOEs) include State-Owned EnterpiiE&$7 /x)k), Collectively-Owned Enterprises
(HEARAxE), and State-Wholly-Owned Companids {5 % /2 ), as described in the Regulation.

However, for each sub-group, | follow the standandhe Regulation.

318 Hereafter abbreviated to “SOEs”.
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1. State-Owned Enterprises are enterprises whosesasdbelong to the
state.

2. Collectively-Owned Enterprises are enterprises whassets belong to the
collective.

3. State-Wholly-Owned Companies are limited companibslly owned by

state investment organizations or state authodepartments.

According to the NBS census data in 2004, 16% Idfoaially registered Chinese
enterprise§'® or around 519,895 in number (16% of 3,249,342)ormed to the
SOE sector. These SOEs had absorbed RMB10.1nriffdJD2 trillion) of state
capital, amounting to 56% of all capital in fornyallregistered Chinese
enterprise§?° As SOEs not only had access to enormous governfaeding but
were also protected by various regulatory meastiney, often gained monopolistic
or oligopolistic advantages and occupied top ragkinsitions in their industries.
For example, the 16 Chinese mainlander enterpeisksted in Fortune 500 in 2007
version were all SOE€! while 69.8% of the China’s own Top 500 enterprises
2007 were SOE¥?

However, the influence of SOEs in the labour madatlined dramatically
after 1978, and especially after 1992. As mentiomethe previous chapter, the
weight of SOE employment (percentage of total nomary industry employment)
dropped from 99% in 1978 to 92.5% in 1992, ther2@®6 in 2002, while in the
second quarter of 2006, SOEs provided only 8.2%ewf job opportunitied®> In

Cookés opinion, the sharp decline of employment in tfa¢essector was achieved

319 As discussed earlier, this number did not incltreeso-called “Individual Household Businesses

(A

320 NBS (2005).

321 Official website of Fortune Chinattp://www.fortunechina.com/fortune500/index.htm

322 Official website of CEC-CEDAhttp://www.cec-ceda.org.cn/huodong/2007china500iir .

323 Refer back to discussions in sub-section 2.1 Qhafpter 2.
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mainly through down-sizing, plant closure and piizegtion of SOEs as part of the
state-driven reform. Beginning in the early 19908hwhe aim of revitalizing
outmoded and largely loss-making SOEs, the momeofUBOE reform reached its
peak in the late 1990s after the then Premier ZbgRR announced a SOE reform
plan in 1997. In the ensuing five-year period bemwd 998 and 2002, over 27
million workers were laid off** Clearly, there was a huge disparity between the
SOEs’ input and contribution to the labour marktieast, as far as the capital they

absorbed and the employment they provided wereecoad®?

Privately Owned Enterprises

Privately Owned Enterprises (POES), in this thesislude Stock Cooperative
Enterprises {13 & 1E4)k) and Stock-holding Limited Companief (34 R 2>
7]),™ as well as the general Privately Owned Enterpridescribed in the

Regulation:

1. Stock Cooperative Enterprises are based on a capemechanism and
are invested in mainly by employees, with a certpgrcentage of

investment from society;

324 Cooke, F. L. (2008b) pp. 2-3.

325 This is further evidence that China needs contistefforts in SOE reform to reduce further the

number of inefficient SOEs.

3% These enterprises are mostly securitized SOEshwhire transformed into essentially private
enterprises; but there are also some Stock-hol@mgpanies which are privately owned from the
very beginning. According to Guo’s study, about 86f4he transformed medium-small size SOEs
were sold to management. In these cases, the ari§@OE cadres became private owners of the
enterprises. The remaining 20% were purchased bgrdhvestors. Whatever their origin, the
employees of these completely transformed SOEgsjoif made redundant, became employed

workers of real private enterprises (Guo, A. P.6)00
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2. Stock-holding Limited Companies issue shares on dteek market.
Share-holders’ liabilities are limited by their #&stments, and the
company’s liability is the extent of its assets;

3. Privately Owned Enterprises are established by srwésted in by

individual partnerships, employing labour in putafiprofit.

According to the NBS census data for 2004, thereevabout 2.5 million formally
registered POEs operating in ChifaAs discussed earlier, this number did not
include the 25 million “Individual Household Bussse Units (>4 )*)”, which
apparently belonged to the POE sector. If we télentinto account, the POEs
would have made up 97.4% of all Chinese enterprises

The POE is by far the fastest developing enterpiype in contemporary
China. Between 1958 and 1978, the entire private enterprise categisappeared
completely. After 1978 POEs sprang up rapidly, eleping vigorously though
unevenly throughout the economy. After the late059%he growth trend was even
stronger, with double digit annual growth ratesagistration, number of employees
and registered capit&Pf. According to 2004 data, around 117 million peoplerav
employed in formally registered private enterprisesounting for about 29% of all
employees in non-primary industrigs. It is estimated that, in addition, there were
about 100 million people working casually, mostwiiom were employed by
medium/small size POEs or the “Individual HousehBlgsiness Units{~14))".
These casual workers were not included in formétrenise statistics, but if they
are taken into account, the POE sector actuallyiged over 50% of jobs in non-

327" As the definition of POE differs between thisdiseand the official document, the number here is

calculated on the basis of NBS (2005).

328 1956 was the year when the so-called “Socialitansformation of Capitalistic Enterprises”

was completed.

329 Medium-small Enterprise Research Centre, Soci@r8e Academy of China (2005).

330 NBS (2005).

133



Chapter Three ngibnal Industrial Relations Actors at the Worlqed_evel

primary industries. According to a report issuedW@LSS, in the second quarter
of 2006, POEs provided about 79.8% of new job opmities>>*

Joint-ventures

Joint-ventures (JVs) in this thesis include Jomtelstment Enterprises
(Hongkong/Macau/Taiwan Capital), Joint-Investmentdfprises (Foreign Capital),
Joint-Cooperation Enterprises (Hongkong/Macau/Taiw@apital), and Joint-

Cooperation Enterprises (Foreign Capital), as desdiin the Regulation:

1. Joint-Investment Enterprises (Hongkong/Macau/Taiw@apital) are
established by Hongkong/Macau/Taiwan investors witainland
enterprises on the basis of the “Joint-Investmenéiprise Law of PRC”;

2. Joint-Investment Enterprises (Foreign Capital) es&@ablished by foreign
investors with mainland enterprises on the basighef‘Joint-Investment
Enterprise Law of PRC”;

3. Joint-Cooperation Enterprises (Hongkong/Macau/Taiw@apital) are
established by Hongkong/Macau/Taiwan investors withainland
enterprises on the basis of the “Joint-Cooperdfioterprise Law of PRC”;

4. Joint-Cooperation Enterprises (Foreign Capital)established by foreign
investors with mainland enterprises on the basth@f'Joint-Cooperation

Enterprise Law of PRC”.

Many joint-ventures were products of either earhigfiorms or regulations which
constrained the magnitude of foreign investmentenain industriesDuring the
early stage of the ‘open-door policy’, the Chingseernment decided that in order
to control the operations of foreign companies mn@, foreign investments would
be confined to joint ventures with local, statetpars3*?> For example, in the

automotive manufacturing industry, foreign investoould have no more than 50%

%1 MOLSS (2006).

332 Cooke, F. L. (20086) p. 109.
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of the share. Therefore, they had to establish Wkts Chinese partners, usually
SOEs, if they intended to enter the Chinese matKefccording to the data
released by the SAIC, by the end of 2007, 106,0890qperated in China, making
up 37% of foreign investment related enterprisés |&s than in 2006

Direct Subsidiaries of Multi-national Companies

This enterprise type is not listed separately Waated simply as FIEs in the
Regulation. However, taking into consideration MNGsique operational model
and its significant difference from the generalegary of Foreign-Invested
Enterprises (FIEs), we single out Direct Subsidmrof MNCs as an individual
ownership type. Direct Subsidiaries of MNCs refewsthe subsidiaries of large
multi-national companié€®> which were established and registered in Chinghen
basis of the “Foreign Invested Enterprise Law ofCPR

When large, multi-national companies invest in diamal economy, the
exemplary and downstream effects impact signifigaifiherefore, central and local
governments were very active in attracting moreegstment from large multi-

national companies.

According to data released by MOC, in 2005, 94%0(#¥ number) of the
Fortune 500 companies had established over 300fidsalles. Over 90% of these

direct subsidiaries of multi-national companies evier the eastern coastal areas, in

333 For the most updated detail restrictions on fordigrestment in a specific industry, refer to

NDRC and MOC (2004). The Chinese government novnjierl00% foreign ownership in most

industries and the number of new wholly owned fgmesubsidiaries surpassed that of equity joint
ventures for the first time in 1998 (Cooke, F. D08 p. 109).

334 |nformation from SAIC’s official website:
http://www.saic.gov.cn/zwxxg/zwdt/zyfb/t20080310 684..htm(last accessed on 19th Jan 2009).

335 There is no absolute definition of a large mobitional company. However, we may use the

widely publicized Fortune 500 as a reference.
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particular Shanghai, Guangdong, Beijing, Jiangsuanjih, Liaoning, and
Shandong®*® More than 55% of MNC investments were in capitald/ar
technology intensive industries, such as electsynielecommunication, machine

manufacturing, and chemical production Efc.

General Foreign Invested Enterprises

General Foreign Invested Enterprises (FIES) inclittngkong/Macau/Taiwan
Capital Invested Enterprises and Foreign Capitalested Enterprise§® as

described in the Regulation:

1. Hongkong/Macau/Taiwan Capital Invested Enterprisae wholly
invested in and owned by Hongkong/Macau/Taiwan sts on the
basis of the “Foreign Invested Enterprise Law ofCPR

2. Foreign Capital Invested Enterprises are whollyegsted and owned by
foreign investors on the basis of the “Foreign bted Enterprise Law of
PRC".

China was one of the two largest foreign directestment (FDI) recipient
economies in the world during 2000/88 According to NBS census data in 2004,
FIEs made up about 5.4% of all formally registef@unese enterprises (around
152,000 in number), and about 94% of FIEs were omeimall enterprises.

However, 6% of large FIEs provided 50.7% of jobshiis sector*

%6 Among these areas, Beijing and Shanghai are thst favoured for the MNCs’ regional

headquarters, with more than 95% of headquarténg becated in these cities.

%37 MOC (2005-2007).

338 But excluding the Direct Subsidiaries of MNCiscussed above.

39 International Statistics YearboqR004) as quoted by Cooke, F. L. (2006) p. 10% Whited

States remained the largest foreign direct investrfieDI) recipient over the years.

%0NBS (2005).
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The majority of these FIEs draw their capital frelongkong, Macau, Taiwan
or other Asian countries such as Japan, KoreaSamghpore. By the end of 2007,
over 70% of FIEs came from these Asian countrigstarritories. Hongkong, a part
of China since 1997, was still treated as “foreiglated” in the statistics and was
ranked number one in the FIE sector, with 106,00@erprises and capital
investment of USD405 billion. Manufacturing accaeohtfor 67.4% of the FIEs.
Most were labour-intensive manufacturing companasring to outsourced “OEM
(Original Equipment Manufacture#t 44X T.) )" production for international
markets3*!  According to data issued by the former MFTEC, 2602 FIEs
accounted for 52.2% of China’s expottsMOC estimated that around 25 million
people worked in FIE¥? This estimate seems questionable, however. If ivided
152,000 FIEs by 25 million workers, the average lemmpent in a FIE was merely
165 workers, which seems unlikely because FIEs wmostly labour-intensive
manufacturing companies. A possible reason for litkely under-estimation of
numbers is that MOC took only workers with formabdur contracts into

consideration.

Conclusion

In this chapter, we discussed two institutionalustdial relations actors at micro

level, namely, grass roots unions and employers:

1. The positioning, roles and functions of the ACFTidl @grass roots unions
became quite different in the context of China’ansition towards a market
economy. Measures were taken to reform grass mautss so as to match the
external changes. However, the authorities heldmptex attitude towards direct

341 |nformation from SAIC’s official website:
http://www.saic.gov.cn/zwxxg/zwdt/zyfb/t20080310 684..htm(last accessed on 19th Jan 2009).

%42 As quoted by Jin, B. S. (2003).

3 MOC (2005-2007).
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election reform in grass roots unions, knowing ttrety are a two-edge sword.
Because grass roots unions were sandwiched betesgtoyees and superior
official organs, it is questionable whether thegyeld a significant role in protecting
workers’ legal rights, no matter whether elected rhgmbers or appointed by
authorities.

2. After 1992, Chinese employers became more diveraeging from
infamous “sweat shops” to highly modernized enisgs applying human resource
concepts. We argued that, besides external fastmis as the business and political
environment, an enterprise’s internal charactesstin particular its operational
scale and ownership type were even more significanimpacting directly on
industrial relations behaviour. Therefore, we idesd “operation scale” and
“‘ownership type” as two dimensions for differentigt Chinese enterprises, as
shown in Figure 4.1. Based on this model, we oadithe general situation among
various types of employers. Later discussion inciwhine diversity of enterprise
types is taken into account will show that the sifesation of enterprises relates

significantly to industrial relations practices@ina.
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Chapter Four

Individual Industrial Relations Actors

at the Workplace Level

Introduction

In the last chapter we identified and discussed taaor institutional actors in
China’s micro- level industrial relations systenmetgrass roots unions and
employers. In this chapter, we shift the focusndividual actors at the workplace

level, the employees.

As Shen pointed out, after the international comityuecognised that China
had become the “world’s factory”, the sociologisajnificance of this was clear
enough. The world’s biggest ‘employee class’ hacmged in Chind** As to the
magnitude of this economic class, according tccifidata, by the end of 2006 the
economically active population in China’s non-prisnandustries was around 478
million.3*® Except for a few business owners and the self-eyepl, the majority of
this population belonged to the employee classthEtmore, it is estimated that for
the past few years, the net growth of the workiogypation was around 20 million
annually.”™ Therefore, the total working population in Chinaf®n-primary

industries in 2008 was approximately 500 million.

344 Shen, Y. (2006).

35 Calculation is based on NBS and MOLSS (2007), diition, Table 1.1 and on NBS (2007), on-
line edition, Table 5.2.

%6 MOLSS (2007).
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Who, then, are in the employee class? How isdlasss stratified? What is its
situation in contemporary industrial relations?sTthapter attempts to answer these

questions*’

4.1 The Concept of the Employee and Stratificatroof the Employee Class

The concept of “employee” needs first to be cladfiAccording to one definition,
an employee is someone who is employed by otheplpeand relies on the
employment payment as the major income sotfft@/e narrow the definition to
focus only on enterprise employees, not taking extoount public servants, the
military and employees in other semi-governmentg/ans>*° In this case, the

number of enterprise employees is around 425 miffi®

Clarification is also needed of the relationshigwsen the terms “working
class” and “employee”. In previous decades, in @has well as in other (former)
“socialist” countries, the term “working class” waspolitical concept with special

meaning. In the Marxian canon, “working class” refemainly to production

%7 Following the train of thought in Part Two, whifbcuses on the own situations of industrial
relations actors rather than on the interactions/den them, in this chapter, we will introduce only
the basic situations of the Chinese employees,ingathe discussion of relations between the

employees and various industrial relations acmiRart Two.

38 |ju, K. B. et al. (2005) p. 9.

%9 According to the Research Institute of MOLSS @4)) government-related employees
constitute about 15% of the total working populatio China. There are surely industrial relations
issues in managing the many government employeeb,as clerks. But as most government-related
employees are CCP members and therefore are alltbdthe party-state as a “common body of
interest (f i 3 [ 44)”, their employment relations with the “employefthe party-state) are
essentially political rather than industrial in th&ual sense. Limited by space, | cannot deal thith

group in this thesis.

%0 1.e., 85% of the 500 million working populatian€hina is roughly 425 million.
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(industrial) workers, which excludes management teufhnical professionafs’
The CCP, however, developed a new concept of “wmgrklass” to include not only
industrial workers but also business service stiferprise management, military
staff and state cadres. Intellectuals were alsduded after the Cultural
Revolution®* To some extent, the term “working class”, at ldasthe context of
official ideological discourse, can be regardedaasartificially created political
concept, intended to provide legitimacy for the GCRile. Therefore, the term
contains more symbolic than real meaning in ChitfaAll employees are,
theoretically, part of the “working clas&™ while some members of the “working
class”, such as certain enterprise managers, ctabes, and intellectuals are not

necessarily employees in the strict sefis@herefore, to avoid confusion, we shall

%1 This is a highly debated topic, as Marx himsetf dot clearly define who is within the working
class. In his most famous and programmatic docunteeManifesto of the Communist Partye
stated: “...Society as a whole is more and moretspitup into two great hostile camps, into two
great classes, directly facing each other: Bousieand Proletariat...The bourgeoisie has stripped
of its halo every occupation hitherto honored amukéd up to with reverent awe. It has converted
the physician, the lawyer, the priest, the poet, ian of science, into its paid wage labourers...”
From this description, it seems that Marx meanintdude technical professionals in the working
class. However, elsewhere in thlanifestoas well as in th€apital, his discussion revolved around
industrial workers. The question as to who othantimdustrial workers can be considered as a part

of the “working class” has been a long- debatedrtical topic in all “socialistic” countries.

352 %u, Y. P. and Shi, X. Y. (2007).

$3«Seminar on China’s Macro Economy and Reform Depelent Trends (Summary Notes)” (in

Chinese), Internal Paperg006-03-04; “ & % W&ot 5 e L A iR S a0 587 |, WEEE R
2006-03-04.

%4 Theoretically, but not necessarily so in realfor, example, the “rural migrant employeef I
)", whom we discuss in the coming sub-section, @ready employed as industrial workers, but
are still considered as rural population and hdrested as “peasant class” in China because of the

longstanding “residency registration (hukgti/1)” system.

%5 This issue is complex. Mid/low level enterprisenagers, state cadres and intellectuals generally
fit the definition of employee; but high-end entésp managers and state cadres usually enjoy stock

options or allowances which are substantially highan their salaries, and some intellectuals have
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try to avoid the term “working class”. Where itused, it will be in quotation marks,

meaning that it is a special political concept Witthinese characteristics”.

We can now discuss the stratification of enterpeseployees in China’s
contemporary industrial relations. Clearly, a sbg@up as huge as 425 million
people cannot be treated simply as a single wiwe: should we disaggregate it to

provide more specific and meaningful descriptiohgasious sub-groups?

In the relevant literature, only a few authors gsalthe stratification of the
Chinese enterprise employee class. Three majoopitigns are offered by scholars.
Ping, taking into consideration the enterprise awhig issue, argues that SOE
employees should be distinguished from non-SOE eyepls®>° Shen, taking into
account the issues of “differences between urbah ramal areas i 2 7 )",
proposes the stratification of “new workers” migngtfrom rural areas in contrast
to the “old workers” in SOE¥’ Liu advocates the stratification of the employee
class in terms of mental or physical labdtrRecognizing the meaningfulness of
all of these approaches, we utilize them for owssification, but with certain

revision and development:

e The first revision concerns the second stratifaratapproach. Shen’s
vague distinction between “new workers” and “oldrkeys” (which refer
to migrant workers originally from rural areas a®DE workers
respectively) entails a logical problem because es@mployees (e.g.
urban non-SOE workers) are neither “new” nor “old3rkers according
to this definition. We therefore replace Shen’didaion between “new”
and “old” workers with one between “rural migranmgoyees” and

“urban employees”.

intellectual property income which is substantidigher than their salaries. Such people cannot

usefully be considered as employees.

%% ping, X. Q. (2005).

%7 Shen, Y. (2006).

%8 |ju, K. B. et al. (2005).
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e Our second, relatively minor and somewhat semam&gision is to
change Liu’'s old-style expressions “mental labosireand “physical
labourers” to the more common concepts of “whitkacb and “blue-

collar” employees.

Thus we investigate employee situations from thpeespectives: rural migrant
employees vs. urban employees; SOE employees vsSO@& employees; and
white-collar employees vs. blue-collar employ&8<hinese employees can thus
be segmented in the way shown in Figure 4.1. Ltmomna of time and space,
however, preclude detailed discussion of each efeilght segments of employees
in this thesis. Instead, in the following sectiong limit ourselves to these three
major dichotomies of employees and their respectu@ations in China’s

contemporary industrial relations.

Figure 4.1 Segmentation of the Chinese Employees

4

White-collar employees

7

Blue-collar employees

Rural migrant employees

Urbar employee

SOE Employees Non-SOE
Employees

%9 We should note, however, that the three stratifims overlap. For example, an employee,
originally from rural areas, who is a blue-collaonker in a private company has simultaneously the

characteristics of a “non-SOE employee”, a “rurinant employee”, and a “blue-collar employee”.
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4.2 Rural Migrant Employees vs. Urban Employees

The first period of Chinese labour market developtneom the mid-1950s to 1979,
was a highly regulated, or more precisely, corgaylllabour market through
administrative policy under the state planned eoon®® Labour mobility was
highly restricted, monitored by the “residency stgition (hukou,/)” [1)” system,
which classified people as either “urban residemegystration holdersh§ i /' 1 Jit
[&)” or “rural residency registration holders(t /' I )i [£)”. By this means,
China established a kind of “social closute4: i) that prevented the majority
of the Chinese population, the rural residencystegion holders® from sharing

social resources in urban areas. Though the syst@snloosened after 1979, it is
still legally in effect, affecting the lives of esemainlander Chines&?

Before reforms started in 1979, China had a plaresathomy which did not
allow space for a real labour market. The state nggonsible for assigning labour,
and work units normally did not have a say in réorant or lay-off. The purpose of
this system was not to optimize labour as a “resgubut to ensure “100%
employment”. This was due to the notion that undecialism there is no
unemployment and government should make effortexjpand employment and
create jobs for its peopf&® In particular, in urban areas, the “planning coieei
(11" & )" produced labour quotas for Labour Departmentsl dahe Labour
Department worked out detailed recruitment arrareggm for each enterprise. In
rural areas, the practice was a kind of “naturapleyment (& 4%5\)”, which
meant that rural youth automatically became membetbe “people’s commune

(N4 and participated in collective farming work, et for those having

%0 Cooke, F. L. (2008b) p. 1.
%1 According to official data, rural population madp 82% of total population in 1978 (before
reform); this percentage has been in a continuowswdiard trend, descending to 56% in 2006 (NBS
2007, on-line data, Table 4.1).

%2 i, Q. (2004) pp. 28-40.

33 Zhu, C. J. and Dowling, P. (2002) p. 570.
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very rare opportunities such as entering universigng recruited by the army, or,
even rarer, being recruited by urban factoriesaRlabourers were not allowed to

seek employment in urban areés.

One may even hypothesize that the state’s monapady labour allocation
and reallocation, combined with the exclusive distiion of basic resources such
as food, housing and welfare, had a deeper impapeople’s compliance with the
socialist system than its direct political contiear this reason, Hebel and Schucher
argued that changes in the organization of labadrits related institutions are of

crucial importance for both economic and politisgstems®°

After 1979, rural residents, also referred to asagantsf [X)”, were allowed
to work in urban areas, signifying the emergencea ¢dbour market, though at a
very preliminary stage. Before 1992, however, magtan residents worked in
SOEs. Therefore, even though the labour marketestdao emerge, there was no
significant free flow of labour in the early yeawt reforms. During these years,
rural migrant employees strove for survival outdide SOE sector. As a result, the
practice of allowing the market to decide employmand, later, wages had a
profound impact on the urban labour market when étenomy started its

transition>¢®

The period between the mid/late 1990s and 2003&tam@me of tumultuous
change for many urban workers. Employment shockswalh as shocks to
traditional benefits were large and widespréddyhile the then fledgling social
security system did not provide sufficient assistato people in need. The situation

was somewhat eased in 2003/4, when the most paefidd of SOE restructuring

%4 i, Q. (2004):Knight, J. and Song, L. (2005).

355 Hebel, J. and Schucher, G. (2006).

6 i, Q. (2004):Knight, J. and Song, L. (2005).

%7 The shocks were two-sided: on the one side, urbanrkers’ “iron rice bowls” in SOEs were
broken; on the other, urban workers now faced ihectlcompetition of cheap labour from rural

areas.
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seemed to have passed, and there was more goveérmmpen into the social

security system® But employees continue to confront new challenges.

After 2003/4, the original dualistic employment tgys collapsed almost
completely. Theoretically, China has a free labmarket, where enterprises recruit
people on the basis of criteria such as age, eiduncand experience, and rarely take
“residency registration (hukouj™ I1)” into account®®® According to official
estimation, in 2007, there were about 200 millioral migrant employees working
freely in the urban ared$’versus the 293.5 million urban employé€s.Can we
say, then, that there is now no difference betwemsal migrant employees and

urban employees? The answer is not so clear-cut.

First, as a legacy of China’s long-held dualistianagement system, gaps
between urban and rural areas remain significaspge@ally in matters such as
education and “personal relations (guanxiz)”, which are both determinants of

whether or not one can successfully win a job ahdtwind of job one can obtain.

Second, urban residents enjoy social securitplipservices and medical
care, which are not completely open to rural mitgailhese advantages give more
underlying support to urban employees’ bargainingwgr. Rural migrant
employees have to accept more severe employmeamgaments when confronted

with basic survival issues.

Clearly, these problems cannot be solved overnighta result, according to
official statistics, in 2007, the average incomeudfan residents is about 3.33 times

that of rural residents; the urban-rural income gag in fact even bigger than the

%8 Giles, J. et al. (2006); Ping, X. Q. (2005).

39 Except that in some SOEs a few positions stijlire “urban residency registratioh(ii /* [1)".

S0 MOLSS (2007).

31 NBS and MOLSS (2008), disc edition, Table 1-1.
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number of 2.57 in 1978 (before reforfy.It is expected, therefore that the gap

between rural migrants and urban employees wiltinar3"?

The Chinese government has not been idle, howekfter the widely
reported “premier claiming back salaries in arrdarsmigrant workers** incident
in 2003, the party-state leadership showed morkngiless to solve the problems
of rural migrant employees. In March 2006, the &t@buncil issued a document
“On Solving the Issue of Peasant Workers”, reqgimtl regions and governmental
departments to remove all discriminatory regulaiamd restrictions against rural
migrant employees, to eliminate administrative ésvon enterprises when they
employ rural migrant employees, and gradually togadhe rural population into

the social service system, in particular the mediase and education systeffis.

Though things have seemingly turned for the betteggl migrant employees
remain a weak social group. In comparison with areaployees, rural migrant
employees work longer but are usually paid [E&erhaps such gaps are an
unavoidable aspect of modernization and urbanizat©@nly after government
policies are fully implemented, will gaps betweemal migrant employees and
urban employees become less significant, whichhé dase in most developed

countries.

372NBS (2008), Table 9-2.

373 Cai, F. and Yang, T. (2000); Wu, X. F. and Han(2006).

874 n 24" Oct, 2003, when Premier Wen Jiabao was inspettia@an Xia area, a peasant housewife
complained to him that her husband’s salary was ikegrrears for a year out of malice. At Premier

Wen'’s order, the money was paid the next nightsThcident was reported by New China News

Agency and it triggered a nation-wide “storm” fdearing arrears of pay to rural migrant employees.

375 State Council (2006).

376 Zhang, J. X. (2006); Gao, W. S. (2006).
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4.3 SOE Employees vs. non-SOE Employees

During almost 30 years of reforms and developm@htna’s labour relations have
undergone profound changes, with an unprecedewt@glexity emerging. On the

one hand, marketized labour relations in the nol=S€ctor have gradually become
dominant®”” while on the other hand, aspects of the old pldneeonomy,

particularly in the SOE sector, await further refo¥®

Thus, the Chinese employee class can be splittimbomajor groups: SOE
employees and non-SOE employees. Their interestgeaquirements are distinct.
Gilbert argued that there are two separate “newdaimovements” in China: SOE
workers protest and strike to defend their jobsjlevhon-SOE workers in the
private/foreign-owned sector revolt against disn@inditions and despotic
management’® Labour relations in China entail complex issuesr RDE
employees, the problem is how to transfer theintidies as state workers to those
of marketized labourers, while for the non-SOE ayeés who are already in the
marketized sectors the problem is to improve th@gsambalance between labour

and capital so as to minimize the serious violatiblabour rights®

377 According to the Research Institute of MOLSS (28)04y 2002, the non-state-owned economy
had already accounted for more than 2/3 of the @DFhina, and employees in the non-state-owned

sectors constituted more than 80% of China’s ®tahomic population.

38 Former Premier Zhu Rongji, when discussing thedssof economic reform (particularly the
SOE reforms) in the "™ NPC press conference, in March, 1998, said: “..ainés or abyss,
whatever is in front, | will persevere forward duliy, sparing no efforts to die¢ & iy i & 1 5 15

M TSN, A AR, OGRS REE, SEiJE 2) ..." The last part of Zhu
Rongji's comment is actually a quotation from anciant Chinese politician, signifying his

determination to confront various possible politidangers when he launched the SOE reforms.

379 Gilbert, S. (2005).

380 Research Institute of MOLSS (2004a).
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SOE Employees

The status of “workers” under the planned econorag & political one as much as
an economic on&' Under Maoist state socialism, Chinese workersoatn00%
working in state or collectively owned enterprisesguired considerable social and
economic entitlements, ranging from lifetime empl@ant to substantial benefits
including low-cost housing, health care, pensians] educatior®? but they did not
enjoy real and meaningful civil and political rightThe government installed a
paternalist system in SOEs that provided an ingiital guarantee of workers’
economic status as well as a mechanism of comtgolliorkers through “organized

dependence®®?

When reform began, state policy was to convert @@iployees’ identity as
state workers to that of marketized labourers byingi them economic
compensation to leave SOEs. For the minority teatained, the objective was to
convert their identity as permanent state employeethat of workers with term
contracts® This was the origin of the “lay-off tide K ixi¥#l)” which hit SOE
workers’ during the late 1990s and early 2000sted@rmed SOEs needed many

fewer workers than were employed originafly.The once relatively harmonious

%1 Cooke, F. L. (2008b) p. 6.

%2 Such employment status in SOEs was termed ineShifthe three irons{%%)", referring to the
iron rice bowl g#i), the iron chair/position#: <2 #7) and the iron wage 1.%%). In addition,
work units ¢f.17) offered permanent employees a cradle to gravey@ise based welfare system,
which was even more comprehensive than in the ctioreal Eastern European model. A large
number of SOEs could be referred to as “mini welfatates”, as their functions extended well
beyond production and business to include subsidimaising, leisure activities and facilities and
social security benefits (Zhu, Y. and Warner, MOQ@p. 118-119).

33 Chen, F. (2007) p. 62.
34 Research Institute of MOLSS (2004a).
35 As we have seen in the last section’s discussi@npurpose of the original “socialistic” labour

system was not to optimize labour as a “resourcg’tdo ensure “100% employment”, leading to the

existence of many redundant state employees iS@tes.
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management-labour relationsffipwas replaced with one that was characterized by
conflicting interests, rising disputes and incregsiinequality in contractual
arrangements between management and lafbbr.the context of significant job
reduction in the SOEs, “preserving the rice boflif )" was the theme of SOE
labour relations during the period 1997 to 2004.

On-going reforms in SOEs after 1987 resulted infqaed changes to the
employment relationships between workers and gtate employers. Most notable
were the end of employment security and reductiomarkplace welfare provisions.
These changes undermined, and in some cases pligcénded, the paternalistic
bond between state employer and its work&tResearchers investigating the
responses of SOE employees to SOE reforms labdiese responses “Non-
Collective Action (&4E 1447 5)", % “Collective Action under ideas of ‘Moral
Economics’ or ‘Protection by Ideological Justificet (175252 LIFRYER T
(A SEARATSh)” 3% or “Collective Inaction 4244 T5475h)". %% Though these three

386 At least, it superficially seems to be so.

37 Cooke, F. L. (2008b) p. 11.

38 Cooke, F. L. (2008b) p. 7.

389 By analysing material derived from interviews irS®Es (all of which had gone through some
kind of ownership transformation) in 4 cities, L4u Y. (2003) concluded that most SOE workers
choose the option categorized as “Non-Collectiviiokc(L 21417 5))” (this means that they more
often avoid collective action by exiting the entsp, or complying with the management, or
appealing individually to upper authority). The enging rationale in workers’ minds is the “Logic
of Obeying the Rule *7%# #). Liu argues that this logic has two aspects: Inesavorkers
recognize the legitimacy of the reforms and theeefind no reason for collective action; 2. other

workers are aware of possible punishment for ctileaction and therefore choose to obey.

30 Chen F. (2003b and 2006) argued that SOE workersesistant to enterprise transformation,
because they believe that many enterprise transfovzns completely remove workers’ rights of
participation, ignore their basic interests, andreintrude upon their legal rights. Workers support
“Collective Action”, according to Chen’s research $hang-hai and Luo-yang, and to some cases

revealed by th&Vorker’s Daily Labor actions of this sort remain largely “mogabnomy” oriented.
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distinct interpretations have theoretical and eroglirmerit no single model can
possibly summarize the size and complexity of Ckimadustrial relations system.

All three describe different aspects in differeatdtions at different times.

During SOE reforms, the significance of the managiginteam grew steadily,
gradually forming a powerful vested interest gr@iipfs #7554 H]) in its own right,
while the position of employees at the rank-and-flevel correspondingly
deteriorated. In the original planned economy, labcelations in SOEs were
relations between the state and individual empleyegth the economic rights of
labour protected by an egalitarian welfare systéhat is to say, in the past, SOE
managers and workers were, at least theoreticadjyal “masters¥ A\ %j)” of the
enterprise. SOEs were maintained by this “spirinaiters = A\ £ #1)” reaching
a form of equilibrium in labour relations. Once tgap, whether economic or
political, between SOE management and rank-andwiile enlarged significantly by
reforms, the old relationship equilibrium in SOEske down. A new equilibrium,
however, was not created to take its plate.

Protesting workers, in other words, are locked th# concept of rights inherited from the past, and
attempt to redress perceived injustices by recotosthe norms of the old days, rather than by
seeking to redefine and contest their rights inrtee property relations. This attitude exposes the
political and institutional constraints in workersonsciousness and on their ability to define and
defend their interests in the economic transforomatBut as long as the official rhetoric remains
unchanged, it acts as workers’ weapon againsttyedfrotecting state assets” is indeed a powerful
slogan that the state cannot openly rebuff. Yu.J2B06) supported Chen’s viewpoint and reached a
similar conclusion - “Protection by Ideological fifisation (UL 4 £)” - in his unique
investigation in Anyuan Mining Site. (Yu researchted Anyuan Mining Site because of its unique
significance in the history of the Chinese workiclgss and the CCP. Refer to the discussion in
Chapter 6 and 7).

391 0n the basis of a field visit to 70 SOE workersGnangzhou during 1995/96, Lee, C.K. (1998)
analyzed labour behaviour in the transitional pgrfimm the perspective of class experience. She
believed that “Collective Inactionf{AT:1T73))” described SOE workers’ responses. “Collective
Inaction” is demonstrated by workers’ apathy, nanpbance, evasion of public duties, lack of

enthusiasm, absenteeism and inefficiency in th&place.

392 Lju, J. Z. (2006).
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In the transition period starting from the mid/l4@90s, labour relations
practice in SOEs has been one where rank-and-@E 8mployees face ‘quasi-
capitalist employment under labour contracts. Foanagement level SOE
employees, the situation is more complex. Capitgliactices such as options and
performance-based bonuses exist, as do the oldigegsof administrative orders
and personnel control with state interference. Amted out by Gallagher, the
‘dual’ labour system is the product of the transfation of labour relations in the

absence of large-scale privatization and polititelnge’®

Non-SOE Employees

In the marketized sectors of the economy, labolatioms are complicated by
dramatically disparate employer practices. Somerprises are relatively well
regulated and compliant with labour laws, but mathers violate laws and invade
basic labour rights. We discussed this issue in grevious chapter from the

perspective of “employers”.

According to the Research Institute of MOLSS, ie tharketized non-SOE
sector, regulation mechanisms and systems aresnargl, not yet established, and
power relations between labour and capital are lanbad. Ever-increasing labour-
capital conflict entails enormous hidden perils fibre stability and further
development of Chin&' As Knight and Song pointed out, though marketized
labour relations are already dominant, the labowarket is still in a very

rudimentary phas&>

As mentioned earlier, non-SOE employees’ interesid needs are distinct

from those of SOE employees. For example, a suoveyD00 POE employees in

393 Gallagher, M. (2004) p. 13.

394 Research Institute of MOLSS (2004a).

39 Knight, J. and Song, L. (2005).
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Wenzhou®*® demonstrates that most private employees favobpulacapital
cooperation and reject traditional socialist thesof “class struggle”. Interestingly,
though 78% of interviewees agreed with the negesdiforming a union, 32.5%
did not know that a union already existed in ttegiterpris€”’ For those who were
aware of the union’s existence, 45.7% expresseshtitsaction with its current

secretary>®

The survey indicated that, while SOE workers rebadold concepts such as
“rights of the working class”, which had a profoumdfect on the “Planned
Economy Systemi{ ¥ll£ 55 1A)” and socialist ideology, to justify their actions,
non-SOE employees, with official unions rarely iweal, began to develop their
own awareness of a separate identity. They atteinjoteseek self-protection by
forming unions, though they would rather cooperaith employers than be
“represented” by an unreliable official organizati3® Support for cooperation with
employers may be considered a prudent, pragmaticehby a shrewd “free

economic man*%®

3% Wenzhou, located in the southern part of Zhejiarayince, is famous for its prosperous private

sector economy.

%7 This is a typical case where there are “bosseisnsfi, established jointly by the bosses and the
local ACFTU to accomplish the top-down target ofvin union set up”. In many cases, these

“unions” exist only in documents and statisticsthout any practical operation.

3% Xu, X. H. (2003).
39 Wang L. C. (2003) conducted a case study in atjeenture in Xiang-tan. This study

demonstrated that, in a market economy, employemddaalmost inevitably come together and
form their own organizations to represent theireiasts. Employees gain a collective self-
consciousness which gradually evolves into spowtasecollective action and a request for
organizational recognition. Existing grass rootsons have to respond to the challenge with a
working mechanism which resolves competing intstestowly weakening themselves as political

organizations.

400 perhaps, the best evidence for this statemeheisesponse to the question “Are you willing to

hand in 1% of your income as a union levy?” If tirdon really worked for the employees, 70.1%
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Non-SOE employees expressed a greater desireustdalpour relations with
employers through cooperatiéH,and contracts were deemed to be one of the most
important bases for equal cooperation in the entpThus, labour contracts ought
to play a significant role in non-SOE industriallat®ns.*®® The Chinese
government was also well aware of this. After 19@4hen the labour contract
system was put forward as part of the new Labowsl’4’ the Chinese government

promoted its implementation.

Scholars view the effects of the 1994 version @f fdoour contract system
differently. Gallagher argued that it had the effe€ setting a relatively equal
“starting point” for all employees. It lowered lifeng employment in SOEs to
employment for limited terms, while simultaneoustgating a cloak of the “rule of
law” for subsequent “lay-offs I ix})"”), and raised non-SOE employee protection
to that of clearer contracted employment relatiisu, however, argued that
though China’s formalized contract system may aally have had the purpose of
protecting the weak, when an “officially standaetizcontract” was enforced, it

deprived employees of the basic right to decidesen their own contract§®

would agree to do so, but only 36.7% expressedngiless with respect to the current union (Xu, X.
H. 2003).

401 Of course, such cooperation is not unconditiowlen necessary, the employees will exercise

their right to “exit” by “voting with the feet”.

%2 |n many cases, the labour contract is almosbiihe protection that a non-SOE employee can

have when he/she attempts to turn to legal resoldf labour disputes.

403 The labour contract system constituted a chajptehe 1994 version Labour Law, with 20
clauses and roughly 1700 characters. Clearly tlais & very preliminary document and had left
much room for arguments and arbitrations.

404 Most of them originally worked without any cortta

405 Gallagher, M. (2004) pp. 22-25.

408 Xu, X. H. (2003).
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Implementation of the labour contract system igmftinsatisfactory in non-
SOEs. According to an investigation conducted l&yN#C’s Standing Committee
in September, 2005, less than 20% of medium/snoelt $SOES, and an even lower
proportion of the “Individual Household Businessitdn({>44 /)", had labour
contracts in place. For enterprises with contraateund 60% were short-term or

less than 3 years duratidh.

Confronted by various problems in the implementatod the 1994 labour
contract system, the Chinese government proposediaes and intended to
upgrade the system, which was only a by-produdhef1994 Labour Law, to a
stand-alone law. In March 2006, it put forward @abour Contract Law (draft)” and

in March 2006 took the unusual step of making dik@ble for public consultation.

According to media reports, the government receiweate than 190,000
suggestions, most of which were from employees wthe one month consultation
period ended. The most attention-grabbing incideotyever, occurred on the very
last day of the consultation, when the two bigdestign investor organizations in
China, the European Union Chamber of Commerce (EU&@ the American
Chamber of Commerce (ACC), handed in their suggestiand proposals. The
EUCC proposed 11 revisions and argued that the Iegiglation would impose
strict regulation on the flexibility of employerancrease production costs
enormously and force foreign investors to re-cagsituture investment. The
ACC'’s submission comprised 42 pages covering alalbgiems in the drafted law
and ending with the claim that “we believe thatstlfiegislation) will have a
negative impact on China’s investment environme@ther MNCs’ reactions were
also strong. For example, the Shanghai MNC HR Aasioa, which represents 54
enterprises employing 260,000 people, collectivéhyeatened to withdraw

investment if the law was pass&8.

407 «Breakthrough in the Labour Contract System” (ihit@se),People’s Daily 29", March, 2006;
ST R AT, ANRHAR, 2006-03-29.

408 “Foreign Investors Toughly Resist the Proposedbtia Contract Law™ (in Chinese)21®
Century Economic Report1" May, 2006; %k #tfdfidhi 4 (553) 4 Ak B b S, 21
2025438, 20064 05 /] 11 H.
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To some extent, we can see the argument as a tda®geen two major
streams of thought about industrial relations. Ehagholding neo-classical
economic ideas in favour of the “free market ecoyibmsisted that the new law
should be based on contract law and treat all gmrin theory, equally. Those
upholding “neo-socialist” ideas in favour of pubimelfare contended that labour
and capital are unequal from the very beginningieeislly in such a labour-
abundant economy. The imbalance is already thetdh@nnew law should increase

the protection for labour in order to reach a newildrium in labour relations.

The argument continued for more than a year fromnchl2006 to June 2007
and the “Labour Contract Law (draft)” went througtany revisions and was put
aside for some tim& The law was eventually passed by the NPC Standing
Committee in June, 2007. The most revised secioicerns the role of the union.
A previous draft proposed that any amendments tk wegulations must first go
through the union. This was strongly opposed by leygp associations. The
revision only vaguely says that “any amendment ofkaregulation shall consult
the union’s opinions™*® Furthermore, there are also technical revisionsutb
probation periods, non-competition agreements, ofé&s- and collective

bargaining*'*

Despite the revisions, the final version of the néaw provides legal
protection for weak labour. It deals specificallyttwthe most commonly found
labour abuses, particularly in non-SOEs, such assigming a labour contract, or

499 «China Toils Over New Labour LawiVall Street Journa{Chinese Edition), "7 May, 2007; %r
55 B RVESE 45 22 B, A kA HAR P SChi, 20074 05 1 07 H.

419 Taking into account the ACFTU's characteristissaa “official union”, it is not really a bad
thing that the union power is restrained.

“I1 Interested readers can compare the draft (NatReeple’s Congress 2006) and the promulgated

law (National People’s Congress 2007).
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signing only a short-term contract, not purchassogial security insurance for

workers and escaping employers’ responsibilitiesuy-contracting*?

According to Cooke, this law, together with the estltwo less controversial
and thus less known, employment/labour-related janomulgated in 2007, namely,
the Employment Promotion Law and the Labour DispMésliation and Arbitration
Law, mark the beginning of a new era in which then€se government seeks to re-
regulate the labour market through legislative rigation, in order to provide
greater employment protection to workers, partidyldhose outside the state
sector**® In face of severe working conditions, non-SOE ayeés have finally
been given more legal tools for their self protafi'* The previous lack of legal
protection may be a major reason why the numbealodur disputes increased
significantly after the mid-1990s. The ambiguitytbé 1994 labour contract system
had led to different understandings of employmesriditions from an employer
and employee point of view. According to t@&ina Labour Statistics Yearbgok
issued jointly by NBS and MOLSS, labour disputesnon-SOEs jumped from
36,000 in 1997 to 147,000 in 2003, while the petaga of labour disputes in non-
SOEs out of all cases jumped from 50% in 1997 & &% 2003 However, the data
also reflects the weaker position of non-SOE emgsyrelative to that of SOE
employees. We mentioned in the last chapter thatSOE employees account for
about 85% of all enterprise employees in China, #vadr working conditions,
especially those in the POEs, are usually worse thase in SOEs. The fact that
they accounted for only 65% of disputes and everefdefore 2003 demonstrates
that when non-SOE employees are treated unfaidyef have the capacity
formally to lodge a dispute case. Compared with &@tployees who felt justified

412 National People’s Congress (2007).

413 Cooke, F. L. (2008b) p. 2.

414 Of course, whether or not the new law will beyfinplemented and enforced remains to be

tested.
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in raising dispute$:> more non-SOE employees chose to keep silent afehte@

quietly**®

4.4 White-collar Employees vs. Blue-collar Emploges

The literature provides little evidence of compamatresearch on China’s white-
collar and blue-collar employees. Some schofdfsmention this matter
parenthetically and tend to deal with it in the teoh of social class and

stratification.

A report issued by the China Academy of Social smeargued that Chinese
society can be stratified into seven social lay&ts:

1. senior government officials, large enterprise managnt, senior
intellectuals and “liberal professional (iR MV #)”;

2. mid/lower level government officials, ordinary emese management,

junior intellectuals and “liberal professionald (b E:MV#)”;

ordinary clerks and technicians in government artdrerises;

technical workers;

semi-technical/ semi-physical workers and servia#;s

o g &~ w

pure physical labourers; and

415 Or, sometimes, they even participated in protasts demonstrations, which were theoretically
illegal but usually tolerated by the governmentfléating the ideological predicament that a
“working class” regime could hardly “crack down” tabour movements).

“1® There may be another reason for the disparity sputes: many of the non-SOE employers
would have been very small; and as in most couws)ttleere tend to be fewer formal disputes when
the employer is small.

“17 For example, Li P. L. (2005), Sun L. P. (2004)] &hi X. Y. (2006) etc.

“8 i, P. L. et al. (2005) p. 54.
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7. “lay-offs (‘'F )", the unemployed and people receiving government

privation allowances.

The Academy’s research was focused not on thefgtaéibn of the employee class
but on that of the whole society. People in thestfiand seventh layers are
technically not employees and hence not within Hwepe of our research.
Nevertheless the stratification used by the Acadenpertinent, because as we look
into the other five social layers, we see thataaostiratification is based largely on
education and the technical levels of a workeris. j@/orkers in the second and
third layers are white-collar employees doing memtark, while workers in the

fourth, fifth and sixth layers are blue-collar emygtes doing physical wof%?

The “difference between mental and physical wdgkiZ % J)” is one of the
long-held “three major distinctions={kZ51)” *°in Chinese society, reflecting
the belief that “the one who labours mentally colstrwhile the one who labours
physically is controlled %7 0> # ¥ N, 9% J1 % ¥ T A)". *** Such traditional
differences between the mental and physical inftednthinking, except for the
short period of 1960s/70s, when the main line wiing was “politics in command

(BufiEEIh)” and the focus was on “reducing’ the differenc&$”

“9ghj Y. X.(2006)’s research provides further evidence for this pdie found that the entrance

requirement for white-collar professions is diploaraabove.

42 The “three major distinctions” refers to “differss between workers and peasaftsi{(z= )",
“differences between urban and rural areé % 7= Jjl)”, and “differences between mental and

physical work [ {42 5)”.

21 This saying originally appeared in “Menciugi(¥*)”, one of the authoritative works of the
Confucian school which had dominated the Chinesg wfathinking for over 2000 years (and
beyond).

422 puring that special period, blue-collar employe#sing physical work were the political
favourites of the generation. They not only hadriirice bowls 4 #i)” that provided guaranteed
income and welfare, but also enjoyed prestigiougtipa positions. However, since the economic

reform started in 1979, blue-collar employees tgreelually lost their enviable welfare and political
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Because of the limited availability of relevanttstics, we cannot actually
confirm the proportion of blue-collar and whitedeolworkers among China’s 425
million enterprise employees. My own working expage in a number of
enterprises suggests that the workforce basicallgvis the “80/20 rule”. A report
issued by MOLSS? also provides indirect evidence that 78% of new jo
opportunities required an education level of yeamwod below, which indicated that
these were blue-collar joB&’ If we accept this estimation, then there are adoun

340 million blue-collar out of the 425 million enpeise employees in China.

As blue-collar jobs are mostly physical, with &tttechnical input, they are
highly insecure and workers can commonly be repldeg others at any time.
Hence, competition among the 340 million blue-aodlmployees is already intense.
To make matters worse, as mentioned in Chapter @nmeynd 120 million
redundant labourers in rural areas are ready fgrag@portunity to enter the non-
primary industry labour market as blue-collar waskdn this context, blue-collar
employees rarely have any bargaining power in #giwur market, which leads
directly to their weak position. Yet, for the saneason, the supply of workers from
rural areas creates China’s comparative advantadabour costs, enabling it to

become the “world’s factory*?®

privileges, and the “differences between mental phgsical work” has re-emerged as the usual
social phenomenagisun, L. P. 2004 pp. 85-92).

42 MOLSS (20086).

424 1t is worth pointing out that in western counsrisome jobs, which need certain kind of
vocational training instead of a tertiary degrees performed by tradesmen such as fitters and
turners, printers, electricians, plumbers and a#gre; and there are also service workers such as
waiters and shop assistants, all of whom are noergdly be described as blue-collar in western

countries. In China, however, all these employeesiaually considered as blue collar workers.

%545 China Losing Its Comparative Advantage in Lab&ost?” (in Chinese)China Youth 25"
Aug, 2005; “[H 355 ) IS AR EAE R 22 7, i [E 4R, 2005-08-25.
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The operations of Chinese enterprises correlatehhigith the international
market.*® In the context of economic globalization, Chinaisanufacturing
enterprises confront a continuous squeeze on fycénternational buyers. To
maintain competitiveness, Chinese employers tlpwer production costs, and, as
the major production cost in labour-intensive mawetiring industries is employee
wages and welfare, blue-collar employees are shvaiféected by international
competition. It is unrealistic to expect Chineseptayers to raise the level of
compensation packages for blue-collar employeeseSexperts argue that it will
be the government’'s responsibility to ensure thae-sollar employees’ basic
labour rights are protected and that employers’ labgtion is not further

intensified*?’

Sun L. P. (2004) and Qiao J. (2003) presented simestic view that, because
China relied on cheap labour resources as a catinpesidvantage in international
competition, the state keeps a tight hand on lalmmsts so as to maintain the
momentum of attracting foreign capital and deveigpthe economy*® Hence,
China’s blue-collar employees experience low waayes conditiond?® According

to a survey in Guangdong in 2005, 80% of blue-catlamployees had a monthly

426 According to Li Yu Shi, vice director of the Raseh Institute of MOC, exports account for 30%
of China’s GDP, and China’s dependency on foreigdd can be as high as 60%. (“Comments on
China’s Foreign Trade DevelopmenFinancial Times(Chinese Edition), 2%4Feb, 2005 3k [ %}

SN R FES VER, b, 2005 47 02 J] 24 H).

427«Experts’ Perspectives on the Economic TransifiofPearl River Delta” (in Chinesefecurity
Times 25" July, 2006; “& 5Kk =M T IIT/KLTE R B35, IFJEMHR, 2006-07-
25.

2 For this reason, Sun L. P. (2004) very obscuratygssted that the Chinese government is the
most “right-wing” government in the world, as mastits public policies were set on the side of

capital. But as indicated in last chapter’s dismrssdeveloping countries, being eager to change
their backward situations and to participate in grecess of globalization, sometimes have no
choice but to “welcome” the exploitation of laboiihe desire to attract foreign investment is one

underlying reason why some Chinese local governsrtenid to suppress labour standards.

2 Qiao, J. (2003).
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salary in the range of RMB500-1500 (AUD100-368)which was in the lower
income class in Guangdong. Workers have little @hobut to accept these

conditions®!

White-collar employees typically have managerial d/an technical
responsibilities; thus, the circumstances of whitéar employees are usually much
better and are less exposed to the “exploitativeatieur” of employers. Hence,
their issues attract relatively less attentiontudigs of Chinese industrial relations.
Nevertheless, “hidden exploitation” is widesprea@jnly in the form of “voluntary
over-time”. In 2006, the death of two young whitdkar employee&®? caused by
continuous over-time without proper rest, arousedenormous public response,
causing many major companies to suspend the peaatioffice over-time at night.
To be fair, such extreme exploitation is rare, esy when compared with the

thousands of work-related injuries and deaths fénetthe blue-collar employeé¥

439 This income hardly differs from that of 10 yeagoawhile China’s economy maintained a 7-10%
annual growth rate in the same period. This resléioe fact that blue-collar employees have gained

little benefit from the country’s overall developme

“31 The survey was conducted by Guangdong Provineigly® School in July- Sept, 2005, covering
1500 interviewees. The abstracted content can tedfon “Guangdong Working Class’s Current
Situation” (in Chinese)Southern Metropolitan28" Apr, 2006:*] 7% T\ M Z& Bk, B 75 #5 4K,
2006-04-28.

“320ne was an R&D engineer in Huawei (a high tectmmany), while the other was a project

manager in Pepsi Cola.

433 Because of the sensitivity of such data, the &ctumbers of work-related injuries and deaths are
never officially publicized. It has been estimatidt about 1 million work-related injuries, which

led to the death of 130,000 people, occur annualyhina. Refer to “Safe Production Is an
Essential Part of China’s Continuous Developmeint'Chinese)Safety in Mechanical and

Electrical Industries 6" Dec, 2004; % 4xE 7™ ik i [H] i 1R A2 J 10 T34 B 2 7, Wb e 4,
2004-12-6. We may compare the Chinese number héthpbsition in Australia: in 2003-04 there
were 332 deaths in Australia as a result of woléteel injuries. (Australian Social Trends 2007,
available at
http://www.abs.gov.au/ausstats/abs@.nsf/latestiuteBBEDA457234C2F22DCA25732C002080A7
2opendocumentlast accessed on'2Feb 2009) This equates to a rate of 3.5 per D0G@ployed

people in Australia; while the Chinese estimated im17 per 100,000 employed people.
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That so many companies suspended the practicefioé afver-time at night after
the incidents indicates the relatively strongeritpms of white-collar over blue-

collar employees.

Compensation packages for white-collar employeesatso normally much
better than for blue-collar employees. There ardonmal dat4>* available on this
matter, but according to a brief informal sun/&y,white-collar employees in
Guangdong had a monthly salary range of RMB200®@Qq@&UD400-2000), and
most companies adjusted their salaries annuallgredow to the general economic
situation and the performance of the company. Huggests that white-collar
employees’ incomes are roughly 2 to 20 times thafsklue-collar employees. A
significant difference is that white-collar emplegehave an opportunity to share in
the benefits of economic growtfto which blue-collar employees normally have

no acces&’’

Differences between mental and physical work affet only the immediate
working conditions of an employee but also theitufa development. Before
reform and the economic transition, blue-collar Eyees had some chance of

being promoted to clerical/managerial positions, $uch chances have gradually

“34There are some salary surveys conducted by huesoumce service companies. As these are

informal surveys, and there are fees for accetisetdata, the author decided not to use them.

43> The survey was conducted at the end of 2005 im@ahou, covering 50 interviewees working in
enterprises of various ownership types. The ingsveies were all white-collar employees from

clerical level up to junior manager level, exclugenior managers and technical professionals.

3% Because of its rapid economic growth, China hasbe great need of managerial and technical
talent since mid-1990s. Actually, many white-colamployees do not depend entirely on the
companies to raise their salaries; a more usualipeais to raise one’s salary by changing jobs and
moving to higher positions. My own case as a sptefessional in a few enterprises is an example:
my salary in 2005 (as a sales director in an Fl&} woughly 20 times that of 1995 (as a sales

representative in an MNC).

3" The income gaps between employers, white-coltat lalue-collar employees are a topic for

further research to which | refer in my concludaimpter.
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diminished, solidifying this social group with lét cross-class social flo#r®
Moreover, this affects the next generation. As atlon operates to reproduce
distinctions in society, and an individual's famibackgrounds tends to correlate
with scores in school, a society, such as Chinaiclwloveremphasizes the
importance of educational backgroutidwill keep reproducing existing social
distinctions**® Shi produced evidence which supports such vieviter 4979, the
correlation between parents’ and children’s pratess has become significantly
more positive, meaning that more children, espechaldren from blue-collar
families, follow their parents’ work patH¥!

In summary, Chinese white-collar employees enjogimbetter employment
conditions than blue-collar employees, and thigasibn continues because of the

over-abundance of non-technical workers in China.

Conclusions

A detailed overview of how Chinese employees awdifed was necessary in order
to analyse their situation in contemporary Chinagustrial relations system. By
synthesizing, with certain revisions, three exigtistratification approaches, we
segmented Chinese employees in the manner showrigure 5.1. We then

discussed briefly the circumstances of three dfiegroups of employees, namely,
SOE employees vs. non-SOE employees, rural migesmployees vs. urban

438 “Research on China’s Contemporary Social Stratifim” by the China Academy of Social
Science, as quoted by Sun L. P. (2004) p. 92.

43 This is also a long-held tradition in the Chineseiety, as indicated by the famous folk saying
“All the other occupations are low-grade, when caneg with academic book-learningy {f% &
i, MEAT )", It is the usual practice for Chinese recruitergonsider a degree or diploma as a

very significant criterion for virtually any whiteellar jobs.

440 sun, L. P. (2004) pp. 93-96.

441 ghj, X. Y. (2006).
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employees, and white-collar employees vs. blueac@mployees. We argued that,
for historical and cultural reasons, each group edaiployees has distinctive

employment condition&*?

442 Though people would find that employees of défergroups always have different conditions in
most societies; the degree of such condition gapsnauch more significant in China than in

developed economies.
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Chapter Five

Interactions among Industrial Relations Actors

above the Workplace Level

Introduction

In the previous three chapters we considered sijormactors in China's
contemporary industrial relations system, namehg party-state, the ACFTU,
employers’ associations, grass roots unions, erepdoyand employees. We focused
on the specific circumstances of each actor indiilg rather than the interactions
between them. In this and the next chapters, w# sbasider the interactions,
respectively, above the workplace level, at thekplaice level, and across different

levels.

In this chapter, we analyse interactions betweenptuty-state, ACFTU and
employers’ associations above the workplace |a¥el first analyze the interactions
between the party-state and the ACFTU during varidustorical periods,
demonstrating that even though the ACFTU was arensxbn organization
established by the party-state, the relationship ned always simply a “subordinate
obeying the superior [ 2% Ik M I 2%)”. Second, we show that the various
employers’ associations, including CEC-CEDA, ACFRad the civil chambers of
commerce, have a distinctive relationship with plaety-state. Finally, we analyze
the National Tripartite Conference on Labour Reladi Coordination (NTCLRC),
and conclude that this is not a tripartite mechanis the real sense but yet another

quasi-bureaucratic organization.
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5.1 Party-state and ACFTU

How the party-state and the ACFTU interact is tremiocus of the Chinese study
of industrial relations. Our study is helped byagge volume of academic literature

and historical materidr®

In subsection 2.2.1, “Historical Background of tA€FTU”, we explained
briefly the profound historical linkage between tparty-state and the ACFTU,
pointing out that the ACFTU was established by @@&P before it came to power
for the purposes of agitating workers for revolotioy activities and of controlling
them when it gained power. The question which vgagb asked is whether the
ACFTU is always under the absolute leadership efghrty-state; that is, whether
the relationship is simply one of a “subordinateyibg the superior £ 2k M\

Z))"? This question is the topic of much academicadeb

5.1.1 The Party-state and the ACFTU (1921- 1949)

In Chapter Two, we pointed out that a very earhcarnation” of the ACFTU was
the “Chinese Labour Combination Secretarifif®] > )41 411 7)”, established
by the CCP in Shanghai in August 1921. In May 1988, “Secretariat” held its
Second National Labour Conference in GuangZlidBy passing the “General
Statute of ACFTU (' 4 4 [H & T 4 & & )", the “Secretariat” formally
promulgated the ACFTU and immediately affiliatedvith the “Red International

of Labour Unions”, which was subordinate to the @umist Internationaf*®

443 For example, Chan, A. (1993, 2005, 2006), Harper(1969), Leung, T. (2002), Pringle, T.
(2001), Qi, D. T. (2004), Wu, Y. and Liu, H. Q. @9, Yu, J. R. (2006), Zhang, X. L. (2007),
Zhang, Y. M. (2003), and Zheng, H. et al. (199F) et

444 At the time, Guangzhou (also known as Canton inesavestern countries) was controlled by the

KMT regional government which was in the midst ofparations for its “Northern Expeditiort(
1%)”. The CCP and the KMT were then still in the “leymoon” period of the “first cooperation
between KMT and CCPf{— X [E L5 1F)” (Zheng H. et al. 1997 pp. 20-25).

445 Refer back to 2.2.1 of Chapter 2.
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There is little disagreement among scholars thatAGFTU was founded directly

by the CCP for its own purposes.

Why did the Communist Party want to establish aamrganization under its
control? Harper believed that the communist parg Vla party of elites... (which)
lacks the direct involvement of the mass&¥'The labour union was a mass
organization which helped “the party maintain legati@ and control over the
various sectors of society”, playing the role afttsmission belt4l17)"**’in the

communist political systerf{®

The CCP founded a union organization also for thepgse of gaining
legitimacy for its own existence, because, accgrtiinMarx in theManifesto of the

Communist Partythe Party must be hand in glove with the worlatags:

... The Communists have no interests separate armd fipm those of the

proletariat as a whole... The Communists are the mdganced and resolute
section of the working-class parties of every coyrthat section which pushes
forward all others...The immediate aim of the Comrstis the same as that
of all the other proletarian parties: formation thé proletariat into a class,
overthrow of the bourgeois supremacy, conquestabtigal power by the

proletariat... The Communists fight for the attaintnehthe immediate aims,

for the enforcement of the momentary interest$efworking class; but in the

448 pccording to the Phoenix TV news report, the Oigation Department of the CC-CCR1¢L
YL 23 announced that, by the end of 2006, the CCP ha tihan 72 million members. The

CCP, the largest party in the world, has a memlj@isbvering workers, peasants, intelligentsia and

millionaires (Phoenix TVwww.phoenixtv.com 9" July, 2007). It seems that the CCP, to some

extent, can now rightly claim to be representatiud to have a valid “mass bagé x4 4it)”. But it
cannot be denied that when the CCP was first éskegal in 1921, it was an elite party lacking mass
linkage. Most of its founders, including Chen DuuXiLi Da Zhao and the 12 representatives
(representing 50 members all over China) attendhgy CCP’s first congress, were basically
“cynical” intellectuals (Wu Y. and Liu H. Q. 2004 p2-27). We discuss this further in Chapter 8.

47 |enin originated the concept of “transmissiont’bédut did not further develop it. It was Stalin
who later elaborated its meaning and put it intactice (Qi D. T. 2004).

48 Harper, P. (1969) p. 84.
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movement of the present, they also represent &edctre of the future of that

movement. 4

Because none of the founding members of the CCP fweam the “working
class”**° the question was how the CCP could claim to remedts interests?
Entering the political arena as the “vanguard/pesref the working classi{/ =k

24 4B1)", *** the CCP had to do something to justify this claim.

On the one hand, theoretically, it had to combiseactivities with those of
the labour movement, while, on the other, the iettlal elite needed a practical
agency organization to communicate its revolutigndeas to the workers. Hence,
whether from a theoretical or practical point oéwj establishing its own trade
union was a necessity for the CCP in its early y&fdithout it, the very legitimacy

of the CCP’s existence would have been severeljeciged.

After the ACFTU was founded by the CCP, what was tklationship
between the two? Harper argued that, since itbkestanent in 1921, the ACFTU
was a typical Leninist union. Its core leadershipgsvdominated by the CCP and
control of the union members was top-dof¥fiTherefore, from the very beginning,

the ACFTU’s most important function was “to implemb@nd carry out the party’s

49 Marx, K. and Engels, F. (1848).
450 Actually, this phenomenon was typical in the prafiary stage of communist parties around the

world. We further discuss this issue in Chaptewfien we briefly introduce our preliminary study

on the interaction between the party-state andavtiviers.
“1«The Chinese Communist Party is the vanguard/goné the working classiti™ ¥ 22 252 BA)”.
This sentence or similar expressions can be founthe first part of all versions of the CCP’s

constitution since 1921.

452 Harper, P. (1969) p. 86.
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line/guiding principles/policies#{ 47 1 & 1) 5% 11 4 £ J7 41 BU3%)” *°2 and not “to

represent and struggle for workers’ intere&ts”.

Writing in 2007, Zhang challenged Harper's analysie argued that even
though the ACFTU aided the CCP’s work in the labmavement, there was no
subordinate-superior relationship. From 1921 to5]19&hen the Chinese Labour
Combination Secretariat was an internal departroérthe CCP, the relationship
was a direct subordinate-superior one. But after tH@FAU was established in
1925, neither the ACFTU nor any of its grass romtganizations were internal
organs of the CCP. It was only according to “usuralctice {71)” that the CC-
CCP had the right to “recommend” that some of itsmhers “run” for election to
the ACFTU’s major leadership positions. This preetisubsequently became a

“historical convention Jf7 5 4 i)". 4°

By comparing the position of leading ACFTU offigah the CCP during the
period 1921-1949, we may be able to clarify thatrehship between the ACFTU
and the CCP at that time (See Table 5.1).

53 Before 1949, the ACFTU's tasks revolved arounsistiig the CCP to seize power, whereas
after 1949, they revolved around stabilizing the'kimg class and gearing up production (Zheng H.
et al. 1997 pp. 2398-2428).

4% Yu provided some historical proofs for this argum in 1920s, Liu Shao-gi (who was then in
charge of the An-yuan Workers’' Club) held that weyek should not go on strike at will, for this

conduct might lead to the collapse of factories.t@ncontrary, Li Wei Han (who was then the CCP
provincial head in Hu-nan) believed that they muosuce the workers to undertake more political
struggles, and he tried to imbue the workers wigh niotion that they were fighting not merely for
their immediate economic interests but for eventational power. For this reason, Liu had a
serious debate with Li and others. Liu argued ‘thati will disrupt the whole An-yuan mining site”,

while Li and his followers answered “why are youssty, how can we make the workers follow us
in revolutionary actions by other means? Our pugpssot to win a bowl of rice for the workers but

to agitate them to follow us and eventually takerahe state power!” (Yu J. R. 2006b).

45 zhang, X. L. (2007).
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Table 5.1 ACFTU Leaders’ Positions in the CCP2(:2949§°°

Period

Person

Position in ACFTU

Position in CCP

Aug, 1921 — May, 192

Zhang Guotao

Deng Zhong xia

Director, Chinese Labour

Combination Secretariat

Member of the 1st CC-CCP
Director, Organization Dept., CC-CCP
(Ranked No. 2 in CCP)

(ACFTU was not
then established)

Executive Member of the"2CC-CCP
Secretary of Union Movement Committee
(Ranked No. 5 in CCP)

c

May, 1925 — May, 1926 Lin Weimin Chair No positionCCP
Member of the § CC-CCP
Standing Member of theé"&Politburo, CC-
May, 1926 — Nov, 1929  Su Zhao Zheng Chair
CCP
(Ranked No. 3in CCP)
Standing Member of thd"&Politburo, CC-
CCP
Nov, 1929 — Oct, 1934 Xiang Ying Chair Secretary of the Central Committee’
Secretariat
(Ranked No. 4 in CCP)
ACFTU'’s work was Secretary of Central Soviet Territory Bureg
suspended from 1934 (when (Xiang Ying was actually ruled out of the
Oct, 1934 — Jan, 1941 Xiang Ying | the “long march” began) to CCP’s core leadership after 1934 and later
1948 (when CCP establisheq died in the “Wan Nan Incidents¢ 4 4i4%)”
a firm base in Northeast in1941.)
Jan, 1941 — Aug, 1948 Vacant | China) -
Standing Member of thé"Politburo, CC-
CCP
Liu Shaoqi Honorary Chair Secretary of the Central Committee’
Secretariat
(Ranked No. 3in CCP)
Aug, 1948 — May, 1953 Member of the T Politburo, CC-CCP
Chen Yun Chair Vice-Secretary of Northeast Territory Bureau
(Ranked No. 8 in CCP)
Member of the # CC-CCP
Li Lisan Executive Vice-Chair Secretary of Union Movement Committeg

(Ranked No. 15 in CCP)

In Table 5.1, we see that all ACFTU chairs were ters of the CCP, except for
the first chair, Lin Wei Mir*®>’ The ranking of ACFTU chairs in the CCP fluctuated

% The table is compiled on the basis of informatiamm Zheng, H. et al. (1997) pp. 620-657 and

2470-2477
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as policies changed during the long process oirggigower. Before 1929, when
the labour movement was still the focus of the GCRobrk, the CCP sent high
ranking cadres to take up (“run” for) the post cZFATU chair. Subsequently, after
the CCP was nearly destroyed and forced into atamylistruggle for survival

against the KMT, based on support from peasanterdahan workers, organizing
the labour movement was no longer a central fothereafter, the CCP sent lower-
ranking cadres to fill the post of ACFTU chair. TAEFTU’s work was virtually

suspended from 1934, when the “Long March” begami] 1948 when the CCP
consolidated its position in Northeast China inpamtion for establishing a

national governmerit?

Zhang’s argument that the ACFTU was organizatignatidependent is
sustainable, but only in theory. In practice, theFAU’s work never escaped the
shadow of the CCP° Zhang’s main point, however, is that when andilitical
conditions allow, the ACFTU could become autonomasighere is no theoretical
or ideological barrier to the ACFTU’s independefteNevertheless the ACFTU

was an extension organization established by thP €€ the purpose of seizing

47 Lin Wei Min was a famous labour leader in the gd920s. He participated in the establishment
of the Chinese Seamen’s Confederatignfi¢ifi i1 TOlEE £ 4%) and was one of the leaders of the
famous 1922 Hongkong Seamen’s Grand Striketifi i1 K22 T0). Lin was recruited as a member
of the CCP during his visit to the USSR in 1924t tmas not offered an internal post. Generally
speaking, Lin can be deemed a transitional figaralfe ACFTU when it was first established by the
CCP. Lin was seriously ill when he was electedhasfirst chair of the ACFTU in May, 1925 and
spent most of time in hospital after August 192%. dded in 1927. (“Lin Wei Min: a Prominent
Figure of China’s Labour Movement in the Early Y&afin Chinese)People’s Daily 28", March,

2006; “ LI E T Nis 3 44 il R R, N RGH R, 20064F 03 /] 28 H).

8 Zheng, H. et al. (1997) pp. 2367-2380.

49By analysing the finance, organization, and thetdny of the development of the ACFTU, Qi
concluded that the ACFTU hardly has any “indepebdpace” but is actually a puppet of the party-
state system (Qi D. T. 2004).

%0 For understandable reasons, many Chinese schislaran obscure writing style when discussing

politically sensitive topics. On the surface, Zhatd_. (2007) seemed to be defending the ACFTU,

but his underlying meaning can be interpreted nious ways.

173



Chapter Five Interactions among bidal Relations Actors Above the Workplace Level

power. Though nominally independent, it was andaiesndependent on the CCP
from an organizational point of view. As the CCPsveanfronted by a critical war-
time environment prior to 1949, the ACFTU’s onlyjetiive was to help the Party
seize power. The relationship between the two wsimale “subordinate-superior”

one.

5.1. 2 The Party-state and the ACFTU (1949-1979)

After establishing the People’s Republic of Chinalctober 1949, the CCP began
the long and complex process of slowly transformiisglf from a revolutionary
party with the sole objective of seizing power iatparty in power with diversified
objectives ranging from establishing a governmenptomoting production and
maintaining social stability®* In this prolonged process, the exact relationship
between the party-state and the ACFTU, which wagaesed to “represent” the

working class, is difficult to determine.

Harper argued that after 1949 ACFTU leaders andesadealt with the
questions of whether the unions had to accept peatyership, and if so, at what
level, and whether the unions should view repredemt of the workers’ interests
as their central task. Harper believed that thesestipns eventually led to major
conflicts between the union and the CCP after 1848hang, however, implied
that conflicts between the CCP and ACFTU were iatéor the “power/right of

“*11n this process, there were also complex intestralggles among different factions within the
CCP. Mao Ze Dong was particularly unhappy withblatively conservative policies (the so-called
“conciliation policies {{FIE3K)") of the late 1950s and early 1960s. He belietleat the CCP
should always retain its “true colour” of being oastionary (and radical). Therefore, in 1967 he
proclaimed the slogan of “continuing revolution enthe proletarian dictatorshigEgg ™ 2 & 5

T 4k4: Fi4r)”, and with this slogan as his theoretical basiscalated the Cultural Revolution.
Actually, the CCP, ever since 1949, swayed betwkertwo conflicting characters (a revolutionary
party vs. a party in power). At its @ational congress held in 2002, the CCP made a clea
statement that the party is now re-positioned argy in power (Li R. 1998; Yu J. R. 2002).

52 Harper, P. (1969) p. 89.
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representationf€ #4%)".*°® Which was better qualified to “represent” the tlew

class” in the “socialist” state, or to rule in theme of the “working class*%#

If unions viewed “representation of the workersterests as their central
task” and put this into practice, then they werétdsequalified to “represent” the
“working class” and rule the “socialist” state its iname*®® Such an inference
placed the party-state in a difficult ideologicadsfgion. The party-state had to
emphasize the principle that “the unions muatonditionally accept the party

leadership*®®

and oppose the idea that representation of th&kersrinterests was
the union’s central task’ The party-state resorted to internal struggleefeat the

ACFTU.

In early 1950s, Li Lisan, the Executive Vice-chair charge of the daily
operation of the ACFTU, contended that there wemaraber of conflicts of interest

in SOEs between the interests of the working chass individual workers, and

43 zhang, X. L. (2007).

“*41n fact, such a contest for the “power/right opnesentation{#4%)” was not the first to take
place in a “socialist” country. As early as in th820s, the so-called “workers’ opposition” in the
USSR, headed by the chair of the Russian Hardwabewr Union, contended that “the highest form
of the working class (combination) is not the pdnty the union... (We) oppose the supreme power
of the party in the political area...” Later by sexénternal struggle, Lenin crushed the “workers’
opposition” and pronounced the faction illegal,ffieaing the principle that the union must accept
the leadership of the party (Qi D. T. 2004).

%% this case, there would be no question “whetherunions must accept Party leadership”. On

the contrary, the necessity for the party’s existewould have become problematic.

“%¢ There are actually two problems with the statentiesit “the unions must unconditionally accept

the party leadership”. First, the CCP equated ti&RJ and the “unions”, by stealth replacing the

concept that “the ACFTU must unconditionally acctp party leadership” with the concept that

“the unions must unconditionally accept the paegdership”. Secondly, as noted previously, even
the ACFTU was, at least theoretically, an “indepanti organization without a clear-cut subordinate
relation to the CCP; now, at last, the CCP hadvthraway the last “fig leaf’ and clearly positioned

the ACFTU as a party extension.

67 zZhang, Y. M. (2003).
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long-term goals and short-term aims. These cosfliwere reflected in many
specific daily problems in the workplace. Thoughdig not directly propose that
the union separate from the party, he did advotad the union organize its
activities independently with only general ideoksdi leadership by the party
committee. His ideas were strongly criticized a¢ #WCFTU’s Party Committee
meeting in 1951. His “mistakes” were officially sorarized as over-emphasizing
the conflict of interest in SOEs, reducing the umnitb a narrow, economic
organization, denying party leadership over the@nnand leading the union down

the wrong path of “corporatisn{®®

Li Lisan’s successor, Lai Ruo$fi originally adopted the opposite position.
But as the political circumstances changed, he rbegaexpress different ideas,
arguing that protection of employees’ material nes¢s and democratic rights
should be undertaken by the unfdf Lai also tried to elucidate the positive relation
between the union’s activities and higher produigtivcontending that the union

must have certain legal rights to perform its vasidunctions better. He, too, was

%8 Harper (1969); Zhang Y. M. (2003); Zhang X. L. (200

“%9Lai Ruo Yu, unlike Li Lisan, originally was onlylacal cadre from Shan Xi province. He was
rotated to the ACFTU in 1952 and became the chal©9b3. Lai was elected a member of the 8
CC-CCP in 1956 (ranked No. 57) and died in 1958 was criticized and condemned after his death
(“Brief CV of Lai Ruoyu”, Party History Researchfiae of CCP Kunming Committee, available at
http://kmds.km.gov.cn/dsbl/dsrw/Imn/26212259952 BIHOB6C1KKJID6IIA6HIB6C1KKJID6.shtm

| last accessed on 20th Jan 2009).

4®The published literature of the history of thetpatoes not explain why Lai Ruo Yu had such a
downfall. But judging from his posthumous condenoratwe can see some of the signs of internal
struggle within the CCP. In concluding the ACFTthird party committee meeting, Liu Lan Tao,
reserve Secretary of the Central Committee’ Segagtastated that “the fundamental mistake of Li
Lisan and Lai Ruo Yu was to use the union as debééld to oppose the party’s leadership, to
contend for the power with the party and governmeith the intention to domineer over the party
and government or separate from the party and gowemt...The purpose of their anti-party
activities was to realize the political ambition mfking a “union kingdom” with themselves the
national leaders of the working class...”(Zhang X. 2007). Ranked only 57 in the CC-CCP, Lai
clearly did not have enough strength to “realize pblitical ambition of making a union kingdom”.
Was there some one behind him, and if so who? Thasstions remain unresolved in Chinese

political history.
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eventually condemned openly as a “rightist, oppusiuand factionist” at the
ACFTU'’s 39Party Committee meetifif in 1958%"2

After these two confrontations, the power of the FAT was diminished
severely. It no longer advocated sensitive politisgsues such as maintaining
workers’ interests and union independence. It loaldet “content” with playing the
role of “bridge and transmission belfrGf14147)” between the party-state and the

working class'’

After 1958, the ACFTU was walking on wire. If itrhed a little to the left
towards the party-state, it was criticized as “pedivorced from the masselii &)
FEAX)" and condemned as a “bureaucratic scab”. Ifritéd to the right towards the
workers, it was denounced as “corporatist”, as undeng party leadership or
establishing an “independent kingdom ¢~ + [#)”.*”* The ACFTU was so lost
ideologically that in 1958 it committed to “strugdior the dying-out of unions{

47 As explained in Chapter 3, one major characterisftiChina’s party-state system is that there are
party committees in all the government ministriep@tments as well as in “mass organizations”
and SOEs. These party committees, though not @etldiold the ultimate decisive power in the
corresponding organizationfn the case of Lai Ruo Yu, at the time when thégtyp committee
meeting was held, he had just died but was stiiczed and condemned, along with some other
ACFTU leaders.

472 Harper (1969); Zhang Y. M. (2003); Zhang X. L. (200

473 Zhang X. L. (2007) obscurely suggested that thecept of “bridge and transmission belff
Fl4l#7)" contains a serious logical problem. If the unisnthe “bridge and transmission belt”
between the party-state and the working mass, Wieat is the relation between the party-state and
the working mass? Are there high mountains or bigrs separating the party from the mass? Does

it mean that the party is so inherently separatenh the mass that it needs an agency (the union) to

connect with it?

474 zZhang, X. L. (2007).
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T 45121 2}4+)” and cancelling the unions’ organizational strwetat or below

the county levef’

The ACFTU’s difficult political situation continuebetween 1958, when Lai
was denounced, and 1966 when the Cultural Revoldtégan. During the “decade
of catastrophe {4 #5#))”,*"® the ACFTU pleased nobody, alienating both the
party-state and the workers. The union issue dutiegCultural Revolution was
quite different from the earlier Li Lisan and Lau®yu incidents. Their problem had
been that ACFTU leaders, no matter what their jgalitmotive, posed a political
challenge to the party-state from the side of thmrkers. During the Cultural
Revolution, by way of contrast, the ACFTU itselfsvde political target, attacked
by both the party-state and workers, and was fotoezkase operations. Workers’
organizations, from various political backgroundsere established and quickly
became involved in the vortex of political strugéfié

In summary, the party-state and the ACFTU had & gebtle relationship
during the period 1949-1979. The ACFTU went throudifierent stages, from
becoming a “tame puppet” of the party-state whitaggling for more autonomous
development, to being crushed into submission amally discarded completely.
The questions of whether the union must accepy peadership, and if so, at what
level, and whether the union should view represemtaf workers’ interests as its
central task constantly confronted ACFTU leadersl @adres. Eventually the

ACFTU leaders and cadres dared not contemplatgg&against the party-state in

475 Zheng, H. et al. (1997) p. 2428. A further stadyhe 1950s union issue would have to elaborate
on the Chinese political history at the time. Fraraple, Hu argued that the union issue in 1950s
had a more complicated underlying linkage withghbétical triangle conflicts among Mao Ze Dong,
Liu Shao Qi and Gao Gang (Hu F. C. 2002), while &iso pointed out that it might have certain
connections with the “Anti-rightist Movement” anidet “Great Leap-forward Movement” (Lin Y. H.
2007).

476 A term commonly applied to the Cultural Revolutio

477 We discuss this in more detail in the next chapte
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the name of solving problems for the benefit of kess*’® It remains an open
guestion whether ACFTU leaders struggled agairestptirty-state for the purpose
of solving such problems or simply identified predls to legitimise their
leadershig"’

detail#8°

°We cannot, within the limits of this thesis, exlhis issue in greater

48 Such a viewpoint was held by Harper (1969). CHe898) continued Harper’s train of thought
and categorized the labour movements during 19%8ilA™ Incident” and 1989 “June™4(Tian-an-
men Square) Incident” as the fourth and fifth ciotdl between the union and the party. Pringle
(2001) also adopted a similar perspective to erplaé labour movement in China since 1949. In my
opinion, however, the categorizationtb£1976 “April 8" Incident” and the 1989 “Jund'4Tian-an-
men Square) Incident” as union-party conflict isfietched. The 1976 “April B Incident” referred

to the activities conducted by ordinary Chineseptealuring a traditional “Qing Ming” Festival to
commemorate the late Premier Zhou En-lai and toresep their opposition to the Cultural
Revolution. The people involved came from all straf the society and workers were only one
component. During the 1989 “Jun& {Tian-an-men Square) Incident”, the ACFTU’s exaauit
vice-president Zhu Ze Hou openly supported theesitgl movement and issued a public statement,
“Five Points on the Present Situation”, advocatimg advancing of the national congress meeting
etc. Some independent labour organizations appetirednost famous being the Beijing Workers’
Autonomy Association, but it is generally acceptieat the incident was led by students, with only

minor involvement of union and workers.

4 For example, Li Lisan, as one of the most famalmlr movement leaders of the early 1920s,
practically presided over the CC-CCP during the ebbevolution between 1927 and 1929. Later,
because of his failure in the CCP’s internal “Isteuggle Bk=}4+)", Li was exiled to the USSR
for more than a decade. In fact, Li had complex sutatle personal relations with most of the CCP’s
founding leaders (including Mao, Zhou etc.). Icertainly worth considering whether these factors
affected his stance on the union issue during 19B@$ he use the union with the intention of
restoring his own political reputation and power?léast, Mao thought so (Li S. S. and Liu Z. K.
2005).

“80He F. former secretary of the communist leadeanghWentian, pointed out that, as early as the
1940s, the CCP had systematically developed thmaked “Scientific Compilation of Party History
(5% S 4B 2%)”, allowing the winning sides of the party’s intat struggles the right to rewrite the
party history according to their interpretation.eTtiuth about some historical events can only be
partly recovered and even this entails difficulsaarch and investigation (He, F. 2005, internet
edition, chapters 19 and 20).
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5.1.3 The Party-state and the ACFTU since 1979

After the 9" National Congress of the ACFTU in 1978, the wofkhe ACFTU
was gradually reestablished. In the comparativetsé ideological atmosphere of
the mid/late 1980s, when political reform was, floe first time, on the working
agenda of the party-state, the ACFTU attempteéftorm itself. In 1988, it issued a
document, “Ideas on Union Reform”, openly acknowlad for the first time that it
was an “officially operating union7» 1.2)"; and proposing to streamline the
relationship between the union and party-state,noef the “protection of
employees’ legal interests and democratic rights’ita top priority. Moreover, it
suggested democratic elections at the grass rew#, Iremoving the practice of
top-down appointment&® However, the June 1989 ‘Tian-an-men Square Incident
led to the suspension of reform, especially pdltieform, which had a negative

effect on union reform.

During the period of the Tian-an-men Square Indidiesm late April to early
June, 1989, Zhu Zehou, the ACFTU’s Executive Vihatg openly supported the
students’ movement by issuing a public statemeRiye' Points on the Present
Situation”. In the name of the ACFTU, he also dedaRMB100,000 to the Red
Cross in China for the medical care of the studentsipying the Squaf&® We do
not know whether Zhu acted alone or on behalf efARFTU leadershif®®

Generally, the ACFTU did not undertake any sigaificactivities during the
1980s. Economic reforms were in their early staged the interests of workers,
especially the majority who were in SOEs, were get seriously affected.
Enterprises of other ownership types were stilltheir infancy. Hence, labour-
capital conflicts were uncommon. The typical tasksunions during this period

481 As quoted by Zhang Y. M. (2003).

482 pid.

483 Atter the incident, Zhu was dismissed from all goahd disappeared from the public view.

However, Ni zZhifu, Chair of the ACFTU, remainedgosition until he formally retired in 1998. We

may infer that the ACFTU leadership did not shaoemasensus view about the student movement.
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were organizing entertainment and trying to cuteva sense of harmony in the

workplace.

After the re-start of economic reform in 1992, Ghinegan a fundamental
social transition, with the non-SOE sector quickigveloping to become the
dominant force in the econom{?* The ACFTU could no longer comfortably
remain in the security of the SOE sector. In 200proposed that “where there are
employees, there shall be uniof$ AT T, WFHEHLEH 7. T.4%)", attempting
to reverse the trend of declining union member&Hiplowever, Zhang argued that,
under the party-state’s decision-making logic dfts development[ 5 % K:)”
and “capital first g A1L5%)”, the ACFTU, as a “signboard uniodfi(if T.2%)”",
could not fulfil any undertaking to protect empleyaterests, as it was a mere tool
serving the party-state’s interest of maintainingial stability”®® Leung pointed
out more directly thathe ACFTU was an active agent of surveillance, deration
and suppression during all incidents of independeardn organizing, and its active
attempts to establish union branches in privateiiprowned companies were
intended to defend the existing trade union systendenying survival space to
potential independent unions. Such actions pradethe interests of both the
ACFTU and the party-staf&’

484 See Chapter 3.

85 gpeeches by Wei Jianxing and Zhang Junjiu presieon 11" and 12" Nov, 2000 at the
Ningbo Conference for New Enterprise Union Condtoug available at
http://www.qgdftu.org.cn/Articles/9/54/78/2004122 B3 26630.htn{last accessed on 20th Jan
2009).

86 Zhang, Y. M. (2003).

“87 Leung, T. (2002).
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A series of articles written by Ch#ftypifies the complex views of some
observers about the relationship between the ACEBRU the party-state in this
period. Chan used the theory of “corporatism” talgse the ACFTU during the
new atmosphere of the early 1990s. She concluded ttte ACFTU was a
corporatist institution, and though it was stillden CCP control, it played a more
significant role than most analysts believed. Shthér concluded that the ACFTU
will gradually seek independence, and the dynawifi¢cberalization will eventually
reach a critical point when the work of the ACFThblavorkers’ advocates will be
recognized by their constituency. Chan argued ithaill then be up to workers to
agitate for the right to decide their own destimgl &0 make use of the ACFTU to
further their interests; in other words, to effettange within the existing state

corporatist structuré®

Nine years later, Chan (2002) was less optimibtit,she still held that though
the ACFTU had not escaped the colour of bureaucaaclmonopoly, some of its
leader$® did their best to uphold labour rights and inte@5within the party-state
structure, though their attempts usually endedtiyuf& After 2003, Chan partly
revised her expectations of ACFTU reforms and evegan to describe it as “an

arm of the party-state”®® She began to pay more attention to such matters as

488 Anita Chan is Research Fellow in the Contempor@fina Centre, Australian National
University. Her research focuses on Chinese laigsures. Chan has published widely on Chinese
workers' conditions, the Chinese trade union abdua rights issues, and is recognized world-wide

as an expert on Chinese labour isstétp{//rspas.anu.edu.au/people/personal/chana hggc.p

489 Chan, A. (1993).
49 For example, the former ACFTU president Wei Jamg.
91 To be more precise, these were the rights aedeisits of (labour-related) corporatists.

492 Chan, A. (2002).

493 Chan, A. and Ross, R. (2003).
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labour’s struggle against capital, “legal right feaiion (& 2:4E40)”, the social

accountability movement in enterprises and grasssnanion constructioft?

Leung was less equivocal on this matter, maintgitivat the ACFTU, as part
of the party-stateexists to legitimize and sustain the CEPand to control workers.
Hence the ACFTU places the party-state’s requebtsadh of the interests of
workers?%® Arguably, in the context of dramatic social traiosi, relations between
the ACFTU and the party-state returned to the typ&mutually-cohering interest
relationship” in existence before 1949. The ACFTidl dhe party-state no longer
evaded, as they did in the 1950s, the union’s fanaif protecting workers’ rights.
On the contrary, they sought together to advanee dévelopment of such a
function®®” The reason is that, as discussed especially ipt€h@hree, with a poor
social security system, labour issues were linlkedbdsic survival. Inappropriate
treatment of these issues led to turbulence. Toereffrom the stance of
maintaining social stability and their own powearty-state leaders did not want
industrial relations to deteriorate. As an extemsid the party-state system, the
ACFTU bore the responsibility of relieving presswe the party-state by “...
realizing the social function of the union, i.e.tl¢ same time as safeguarding the
general interests of the whole nation, trying iestbto speak out and protect
employees’ specific interests.**® The party-state changed the positioning of the
ACFTU from that of a tool of social control to oné‘social stabilizer. Thus, the

ACFTU did not cease to be a tool for the partyestat

494 Chan, A. (2005).

9% Because the CCP, up until 2002 when it changecoitstitution, held that it was the vanguard of

the working class, representing its essential @sttst
4% | eung, T. (2002xommented that “hoping for an organization thasiugposed to control the
workers to take up the role of struggling for waskénterests is simply as futile an attempt asgy

to milk a bull.”

97 This is the background of the ACFTU’s recent almg“organize and protect (workers’) legal
rights practically {123k, V) sE4i)”.

9% General Provisions in ACFTU (2003).
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5.2 Party-state and Employers’ Associations

The relationship between the party-state and eneplagsociations is both simple
and complex. On the one hand, it is relatively $arigecause employer associations,
compared with the ACFTU, have shorter historieshwittle involvement in the
party-state’s internal political struggles. On thteer hand, it is complex because,
unlike employees who have only one legally recagphisrganization, there are two
separate national employer associations, the CEBAC&Nd ACFIC. Both are less
strictly controlled by the party-state than the ATFE Moreover, more spontaneous

employer associations have begun to emerge.

In section 3 of Chapter Two, we briefly discusskd history and current
status of the CEC-CEDA, ACFIC and other emergingpleger associations,
hinting at their relationships with the party-stdte this section, we argue in more
detail that each employer association developetindis/e relationships with the
party-state due to their different constituencied mterests.

5.2.1 The Party-state and the CEC-CEDA

By looking into the history and status of the Chifraterprise Confederation-China
Enterprise Directors Association (CEC-CEDA), we dkat, by 2008, it had a

relatively clear and simple relationship with treety-state.

During the first two decades after 1979 CEC-CEDA was a direct
subsidiary of the State Economy Committee (SECX4%), once acting also as
its training centre. Before 1999, the CEC-CEDA wdgovernment-run association

(B 7pHh43)", and its objectives were
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...to strengthen the work of the government's (indabt administration

departments, and organize those people who ardidamith the economy to
upgrade the management standard of the enter(ifieeSOEs).*?°
During this period, the CEC-CEDA was akin to aniadfly-run, semi-academic

institution specializing in the topic of enterpris@nagement?’

After 1999, deepening economic reform affected dbgernment’s industry
administration system and was the direct catalgst the transformation and
expansion of the CEC-CEDA. In this process, the @EDA, including “industry
associations” which were loosely connected witlwes given two new functions.
One was to act as a diversionary outlet channetddundant officials during the
streamlining of industrial departmerif$.The other was to help the government
shift from “departmental managementl( ] #£)” in a planned economy to
“industry management{{ V.5 #)” in a market economy. The CEC-CEDA was
one of the institutional options for the governméatimplement policies and
coordinate different interest groupé.That is to say, like the ACFTU, the CEC-
CEDA was supposed to act as an intermediary orgtoiz or, in the official
language, the “the bridge and transmission Béletween the party-state and

enterprises/employeis.

49 yuan, B. H. (2004).

%0 That is why the CEC-CEDA once also acted as thimitrg centre of the SEC and some of its
direct subsidiaries, e.g. the Enterprise ManagerReass (ML # Hi kii#l), the China Enterprise
Newspaper { [E i\ #1), and the China Enterprise Training Centrie[ &AMy #R5I Hhury)
which are all intended to push forward the modextnin of China’s enterprises (CEC-CEDA's

official website: www.cec-ceda.org.gn

91 According to Yu and Huang’s study, many officiailslieved that the industry associations must
be well established so that “no matter how the gawent reforms and streamlines the system, the
ex-government staff will still have some ideal @ado settle themselves” (Yu J. X. and Huang H. H.
2007).

%92 vy J. X. and Huang H. H. (2007); Zheng J. H. diaahg J. (2003).

%93 Article 3 in CEC-CEDA (2003).
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After analyzing government administration reformy and Huang concluded
that the Chinese government’s 20-year-long goal t@asultivate the growth of
industry associations by dissolving industrial dépants so as to loosen the
government’s control over the economy, which wapléamented previously by

those department§>

Thirty six nation-wide industry associations heatdgdhe CEC-CEDA cover
such diverse industries as machine manufacturadilés, electronics, chemicals
and coal mining” Most were formed after the relevant government stii@s or
bureaus were streamlined during the 1990s and gubsgy>’’ Most, however, are
only loosely connected with the CEC-CEDA and arediect subsidiaries. In the
bureaucratic administrative system, an industryo@asion operated under the
supervision of either the relevant government mipj¥? if the specific ministry
remained,or the State-owned Assets Supervision and Admatistt Commission
(SASAC, [H % %), if the ministry was abolished?® After the late 1990s, the

% That is why the CEC-CEDA, together with the ACFTit/chosen as a member of the NTCLRC
(EZR 557 8122 2 = 21)). We discuss the tripartite scheme in the nexicec

% yu, J. X. and Huang, H. H. (2007).

% The 36 nation-wide industry associations have wdascure relationships with the CEC-CEDA.
There are some hints in the central government'bsite, but no clear statements, especially
regarding the relationships between the CEC-CED@ the industry associations under the former
SETC fttp://www.gov.cn/banshi/2005-06/27/content 1018M.last accessed on 20th Jan 2009).

%97«Searching for the Revoked State Ministries” (ihise),Chinese Youth Newspap&2™ Feb,
2001; “F U5 2 AL E =7, h E T AER, 20014 2 F 22 H.

% For example, the China Association of Railway Begiing Construction works under the

remaining State Ministry of Railway(E 7).

% The origins of the 10 national industry associaiavorking under the SASAC are as listed below:
the China Machinery Industry Federation comes fribm former State Ministry of Machinery
Industry; the China National Light Industry Councdmes from the former State Bureau of Light
Industry; the China Iron and Steel Association cenfeom the former State Ministry of

Metallurgical Industry; the China National Textdaed Apparel Council comes from the former State
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CEC-CECDA and the industry associations undertookctions to help the
government manage industrial development and engeurself-discipline,
coordination and mediation within specific indusstiNevertheless, officially-run
industry associations faced serious challengegatticular, the government did not
treat them as a mechanism of social self-governahat regarded them as a
different form of departmental management. The nitgj@f the expenses of the
industry associations were met by government fupdoausing their leaders to
think it unnecessary to be responsible to their bens1 Moreover, industry
associations became places where ex-officials waoeommodated. The

government also conferred some regulatory powehem>**

Thus China’s industry associations are not indepetctivilian intermediary
organizations. In 2008, they remain officially undke direct supervision of the
party-state. As their location in the system isseloto the party-state than to
enterprises and employers, their ability to fulfile function of “bridge and
transmission beltbetween the party-state and the enterprises/emglayseverely
compromised?*?For this reason, Zheng and Jiang argue that theefunf the
industry associations depends on how far the govenh goes in reforming its

administrative functions. As economic reform isgily top-down and usually

Bureau of Textile Industry; the China Building Mag Industry Association comes from the former
State Bureau of Building Material Industry; the @iPetroleum and Chemical Industry Association
comes from the former State Ministry of Petroleumd &hemical Industry; the China Non-ferrous
Metals Industry Association comes from the formdnin@ Non-ferrous Metals Company; and the
China Coal Industry Association comes from the fari&tate Ministry of Coal Industry. The China
General Chamber of Commerce and the China Federatibogistics and Purchasing are the only
two associations which were not established to mocodate ex-officials. They were directly under
the former State Economic and Trade Committee tmilSETC itself was (partly) replaced by the

SASAC (this information is derived respectivelyrfrdhe official websites of these associations).
*10“The SASAC Is Going to Put Forward Rules to Retuladustry Associations” (in Chinese),

First Financial Daily, 8" June, 2007;“ [ % Ze it BT b BT 03 7, 55— M4 H
#, 20074 6 H 8 H.

*1 yu, J. X. and Huang, H. H. (2007).

%12 yu, H. et al. (2002).
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means lessening the power of the government ovenageamnent, specific
departments charged with implementing reform hétle incentive to cooperate in
handing over power to more autonomous associatiorighe re-positioning and
transformation of industry associations infringesteel interests. For central
government policy makers, the extent to which afscand departments are willing

to give up power is difficult to discer?

Regarding the evolution of the industry associai®ince the 1990s, a
reasonable observation is that the central polieyers resorted to the tactic of
“boiling the frog in warm water”. During the firgthase, industrial administrative
departments from the era of planned economy wesesterred to industry
associations in the mixed market econatmburing the subsequent second phase,

associations were to be transformed further toebettit the requirements of the

*13 Zheng, J. H. and Jiang, J. (2003). From the iddal officials’ point of view, the reform was

virtually a revolution against themselves.

4 An incident of “industry association firing an errise manager”, which happened in 2006 in
Xiang-fan city, Hu-bei province, illustrates theoplem. The Xiang-fan Light Industry Council
(formerly the Bureau of Light Industry), for econmnreasons, attempted to interfere with the
transformation of Xiang-fan Aluminum Products Fagt¢a collectively owned enterprise), but did
not succeed. It was so annoyed that it issued andest announcing that the Council had decided to
fire the manager of the factory (over which the @muhas no legal property rights). Such behaviour
was so absurd that the Council was widely denouacedboycotted. Prof. Wu X. M., who is from
Wuhan University, argues that the industry assmriat should be civilian organizations acting
between the enterprises and the government; howeherXiang-fan Light Industry Council still
considered itself a part (or extension) of the goreent and sought to gain economic benefits (or
“rents”) from its power, instead of serving theeirgsts of the industry and enterprise. Some scholar
commented that the official industry associatiores\geird hybrids of the planned economy and the
market economy(“Can Industry Association Fire Factory Manageri {Chinese)Xinhua News
available atttp://news.xinhuanet.com/focus/2006-04/12/con#éB76724.htmast accessed on 20th
Jan 2009).

*15 Undoubtedly, the behaviour and performance ofciffiy-run industry associations were not
entirely satisfactory during the first phase, tHoutpe situation was better than before, when
government departments had the legal right to fiterin even the day-to-day operation of

enterprises.
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market economy. If we bear in mind that gradualisas the philosophy behind

China’s reforms, such a “two-phase” approach iseustandablé!®

As to the use of industry associations to accommeo@x-officials, it is
possible to argue that this practice is a form ampensation which “buys” the
support of vested interest groups. To the exteat tompensation removed an
obstacle to reform, it furthered the governmenits af “gradualist” reform. It does
not follow, however, that industry associations mn the status quo when reform
moves from one phase to another. As the role atdssof industry associations are
products of a transitional period during which n@rleconomy is established,
pressure from below for further development of stdyiassociations increases. The
question for the CEC-CEDA is how to transform itsgradually into an
organization which primarily serves the interesfseaterprises and employers
rather than those of the party-state. Otherwiseay be dumped by members in the
face of competition from other employer association

5.2.2 The Party-state and the ACFIC

Because of its longer history and unique featuties, All China Federation of
Industry and Commerce (ACFIC) developed a relagiveimplex relationship with
the party-state. From the discussion in Chapteed ht will be recalled that ACFIC
was established formally in 1953 as “a mass orgdioiz and a civil chamber of
commerce with the characteristics of a “united @t — /% 2&)” under the

leadership of the CCP, and a participating unithaf National People’s Political

*16 As pointed out by Fan, the biggest problem within@ls reform is that the fait accompli interest
groups fostered in the old system could well bekthgier and resistance to the development of the
new system. Any attempts to change a system wiingh the existing layout of interests. A
fundamental matter for system transition (reformja use part of the bonus gained from efficiency
improvement to compensate the losers in the refortosever, there are some interests that cannot
be compensated financially, for example, the seh&=longing to a powerful privileged class (Fan,
G. 2008). This helps to explain the obstructiveasébur of some leaders of industrial associations,

as in the case described in the last footnote.
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Consultative Conference (NPPCC}”.As a “united front” organization, the ACFIC
was quite different from either the ACFTU or the GEEDA. ACFIC was outside
the party-state system with relatively more indejsgce and freedom. This did not
mean, though, that the party-state let the ACFI@&hbgp without political constraint.
From an organizational perspective, the party-sdagerted its indirect control over
ACFIC through two mechanism: first, through the tddi Front Work Department
of the CC-CCP (UFWD-CC-CCPyf" 3L Je 4 i 8 ); and, secondly, via the

“democratic parties[¢: 1: 3% Jk)">*® and the NPPCE"

In the UFWD-CC-CCP’s line of control, the partytstavas involved in the
leadership of ACFIC by appointing one of the Videedtors of the UFWD-CC-

*1" Information fromhttp://www.acfic.org.cn/cenweb/portal/user/anongatroducePage.page
(last accessed on 20th Jan 2009).

*18 The so-called “democratic parties” refer to thgheiparties which are under the leadership of the
CCP. They are the Revolutionary Committee of KMTC(RMT), the China Democratic League
(CDL), the China National Democratic ConstructiossAciation (CNDCA), the China Association
for Promoting Democracy (CAPD), the Chinese Peasaahd Workers’ Democratic Party
(CPWDP), the China zhi Gong Party (CZGP), the 93%, (Sept) Society, and the Taiwan
Democratic Self-governance Alliance (TDSAhese are all small parties which allied themselves
with the CCP against the KMT regime before 194%38memberships are commonly found among
the CCP and th&democratic parties”, and many leaders of theseigmfvere or are themselves
members of the CCP at the same time. The CCP wsedardinate the membership recruitment
issues of these puppet parties, requiring themotas on different specialties; for example, the
CNDCA focuses on economic matters, the CDL on caltand educational matters, etc. According
to the “Civil Servant Law” promulgated in 2005, fétavorking in the “democratic parties” are
treated as civil servants, i.e. part of the patyessystem. Actually, from the organizational aslw
as financial perspective, the “democratic partiea already been bureaucratized since the 1950s,
though without any clear law or formal regulati§Atfentions on the Appointments of Democratic

Parties’ Members” (in Chineseouthern Weekend8", Jan, 2007; I 3= 3¢ JRATBI o) 15 5 | 2 53",
M7 K, 2007-1-18).

*19 The National People’s Political Consultative Garehce (NPPCC3: [HH(1)}) is an organization
within the party-state system that provides pditisccommodation for the “democratic parties” and

non-CCP celebritieshftp://www.cppcc.gov.cn/zxjj/jianjie 1.htnthst accessed on 20th Jan 2009).
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CCP as Vice-chair of ACFIC. After 1988, this wasiaity the First Vice-chair®°
In relation to democratic parties and the NPPCE plarty-state manipulated
ACFIC elections so that all of its Chairs, except the first (Chen Shutong), were
members of the China National Democratic Constoacissociation (CNDCAIJX;
#),°* which is one of the eight “democratic partiesider the leadership of the
CCP. ACFIC Chairs, from national to local levelssrev also offered PPCC Vice-
chairs at a corresponding level, so that ACFIC wathin the NPPCC's

management framework, albeit relatively loos&fy.

Except for macro-level control, the party-state slaet interfere too much in
the daily operation of ACFIC. Nevertheless, thatiehship between the party-state

and ACFIC varied over time, as the following braekerview illustrates.

1949-1952:

After coming to power in 1949, the CCP set aboatrfoulding the old society” and
building a new “socialistic society”. This involvedshaping various chambers of
commerce left over by the KMT period. Conflicts asahtradictions were bound to
occur, as the new regime was supposed to be bgiklitsocialist country under
proletarian dictatorship”, while the chambers of mooerce were typical
representatives of the interest of the vanquislagtalist class. China in 1949 was
disrupted severely by war and in desperate neeecolery. The new regime had to

be cautious when dealing with the chambers of comenas well as “patriotic

2 Information is from official websites of the ACFIC
(http://www.acfic.org.cn/cenweb/portal/user/anonkgyateetl eaderPage.papand the UFWD-CC-
CCP http://www.zytzb.org.cn/zytzbwz/introduce/index.hjn{last accessed on'20an 2009).

21 The CNDCA is “formed by members mainly from th@eemic circle, having the characteristics
of a political alliance (with the CCP), striving tmnstruct socialism with Chinese characteristics,
participating in political affairs in the party goeration and political consultation system under th

leadership of the CCP” (official website of the CAB www.cndca.org.cn

%22 |nformation is from the official websites of theC&IC (www.acfic.org.ch and the NPPCC

(www.cppcc.gov.ch
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capitalists”, at least for a time, in order to iagl their resources and energy for
economic re-constructionAgainst this background, the CC-CCP issued the
“Instructions on Organizing the Federation of Indysand Commerce”, trying to
arrange a new national industrial and commerciglaoization to replace the
existing chambers of commerce. The party-statezezhits influence over the new

organization mainly by means of personnel arrange@ed financial support>

The organizing process of the ACFIC was under thextleadership of party
departments at various levels such as the UFWDugihdkey members of the
preparatory committee were from business and cowsnéhe leadership of the
original chambers of commerce did not stay. Thetypstate was cautious in
selecting personnel and only those with a histboanection to the CCP were
choserr?*

1952-1956:

The “Five Antis (f./x)” ™ Campaign, which was conducted during February4Apri
1952, was the dividing line in the evolution of ttedationship between the party-
state and industrial and commercial interests. Was the first time that the new
regime launched a political attack against the tafipi class and individuals. The
magnitude and methods of the “Five Anti3ampaign had not been experienced
before, though it could not be compared with subseat nation-wide political
campaigns. Such an ideological and political assabhbcked even patriotic
commercial interests, including the ACFIC’s leatigrs The deterrent effects of

this movement were significant, forcing individualgho covertly resisted the

%3 \Wei, W. X. and Yang, T. S. (2005).

524 | pid.

% The “Five Antis (f./2)” refer to anti-bribery, anti-nonpayment of taxesti-anonomic fraud,

anti-stealing government property, and anti-ecoeaspying.
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leadership of the party-state and the ACFIC to begi cooperate actively, or at
least to be seen to be doingéd.

After the “Five Antis”Campaign, the UFWD-CC-CCP issued the “Instruction
on Re-structuring the Federation of Industry andh@erce”, advocating to:

...restructure the FIC, firing those who fall inteethFive Antis” range while

attracting those who were active in the movemertte.lbcal party committees
and governments should control the leadershipeHICs... SOEs should also
take part in the activities of FIC... the party ahd government should realize
their operational and political leadership over Fi€ by means of the United

Front Work Department and the Finance Departméfit...

In compliance with this direction, the State Coligsued a formal regulation, the
“General Rules on Organizing the Federation of stiduand Commerce”. Xue
Mugiao, Director of the Private Enterprise Bure&the Central Government, made
the following statement:

...the establishment of FIC was to solve the leadersbsue over the
organizations in the private sector. The FICs weremerely a replacement of
the old organizations but also a means for the'stétiture remoulding of the
private sector; therefore, FICs were not just comigation channels between
the state and the commercial circle but also setiwedolitical needs (of the

regime)...>?®

Subsequently, the ACFIC began to accept more ietdion from the party-state.
Its work focus shifted gradually from “representihg legal interests of the private
sector” to “working under the general mission oé tktate’s transitional period,
pushing practitioners and business owners in thefgr sector to accept patriotic

% \Wei, W. X. and Yang, T. S. (2005).
%27 UFWD-CC-CCP (1952).

%8 As quoted by WeiW. X. and Yang, T. S. (2005).
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and socialistic education, and promoting the ‘digtia transformation of capitalist

industry and commerce’. 3%

1956-1979:

By the end of the first quarter of 1956, 99% ofusttial enterprises and 85% of
commercial companies in the private sector becajoiat”ventures” nominally

owned jointly by the state and the private sectehich signalled the basic
completion of the “socialistic transformation of pdalist industry and

commerce”™” Until 1979, ACFIC did the political bidding of thgarty-state. There
were barely any independent private business owaeremployers and hence
ACFIC had no one to represent. After 1958, the ATklas state funded and its
staff became state cadréS.During the Cultural Revolution, as discussed, een

ACFTU, which was supposedly a workers’ organizatiovas attacked. The
ACFIC’s situation as an organization “representing capitalists” was worse and

its operations were paralyzed until 1979.

%9 Chen, S. T. (1953)The “socialistic transformation of the capitalisdistry and commerce”
refers to the nation-wide nationalization after 39%uch “transformation” was supposed to go
through two stages: in the first stage, capitalisould be turned into state capitalism; and in the

second stage, state capitalism would be turnedsimt@lism.

%30 Compilation of documents from Xinhua News Agenghttp://news.xinhuanet.com/ziliao/2003-
09/03/content_1060054.htlast accessed on 20th Jan 2009).

31 Wei, W. X. and Yang, T. S. (2005).
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1979- Present:

The ACFIC restarted operations at the Fourth NaftioBongress in 1979*
However, because the Chinese economy was still mided by the state-owned
sector, the ACFIC, which was supposed to be suitethe needs of the private
sector, lacked a rationale for its existence. Qhlying the 1990s did the non-SOE
sector grow rapidly as economic reforms deeperadiny the party-state to adjust
its policy towards the ACFIC. In 1991, the CC-CGBued an instruction stating
that

...the ACFIC is a mass organization and chamber ofngerce with the
characteristics of a ‘united front’; (it) is thexgnment’s assistant in managing
the non-state-owned economy and a bridge connetitimgparty/government

with the representatives from non-state-owned ewgno °>*

In 1993, with the approval of the CC-CCP and thatre¢ government, the ACFIC
gained the second title of the China Civil Chamtie€ommerce®* Subsequently,
it shed some of its political colour and providedrebusiness-related services to
enterprises and employers and its work moved gtiditam implementing party
policies to more service-oriented activities, sashproviding management training

and organizing trade faré¥

It does not follow, however, that the ACFIC became economic
organization serving the needs of enterprises anglagers. According to the
UFWD-CC-CCP, “ACFIC simultaneously contains the relateristics of united

%32 Almost 20 years since its last (the third) natlaz@ngress in 1960. (Information from ACFIC’s

website http://www.acfic.org.cn/cenweb/portal/user/anonkgydgputyConventionPage.pagdast
accessed on 20th Jan 2009).

3 CC-CCP (1991).
%34 “Introduction to the ACFIC?”,

http://www.acfic.org.cn/cenweb/portal/user/anongagroducePage.pagkast accessed on 20th Jan
2009).

%% (http://www.acfic.org.cn/cenweb/portal/user/anongyamrkdDynamicChannelPage.pagdast
accessed on 20th Jan 2009).
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front, economic, and civil organization... it is a ssaorganization under the
leadership of the CCRmainly for the purpose of forming the ‘united front’.”””
We also have a hint of this in its personnel areangnts. Huang Mengf@hair of
ACFIC in 2007, was also a member of the CNDCA ded@CP, with a long career
in the SOE sector, while the First Vice-chair, Haping,was Vice-director of the
UFWD-CC-CCP. This suggests that the ACFIC’s ledudprsemained under the
control of the party-state, and was an indirecéesion of the party-state, though its
situation was slightly better than that of direetrty-state extensions such as the

ACFTU and the CEC-CEDA.

5.2.3 The Party-state and the Emerging EmployersAssociations

In subsection 2.3.3 of Chapter Two, we noted thatparty-state’s attitude towards
spontaneous employer associations and civil chanmbércommerce gradually
became more accepting as reforms deepened. In DeceB®05, Guangdong
Province, in the front line of reforms, issued tiiegulation on Trade/Industry
Associations”, providing a much looser environmént the self-association of
enterprises within specific trades and industnéds)e Shenzhen City, “in the front
line of the front line”, went further and estabksh the “Shenzhen Trade
Association Service Department”, enforcing a nestay of “no official level, no

official staffing, no supervisory unitZCZ% %l 4w Hl. & E )" > for trade

associations. These reforms were only trials ine& Specific regions. At the
national level, the “Regulation on the Registratimand Management of Social
Organizations” issued by the State Council in 18@8 still in effect in 2008. This

regulation enforced a “double examination and dedigensing” system. Anyone

%3¢ |nformation from the official website of the UFWDAG=CCP

(http://www.zytzb.org.cn/zytzbwz/economic/gongshang?00804/t20080430_374274.htm last
accessed on 20th Jan 2009).

37 As we have discussed previously, many officiaffisefficial associations still enjoy the benefit
and treatment of government departments (i.e.iafflevel and official staffing). For example, the
China Machinery Industry Federation comes fromfthiener State Ministry of Machinery Industry;

according to its “official level”, its chair enjoyal the benefits of a minister.
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who sought to establish a social organization,uiiclg an employer association,
first had to get the approval of the correspondiggvernment industry
administration department, then go through thestegjion process of the civil
affairs administration buread® The examination and licensing processes were so
complex and difficult that it was almost futile ttempt them independently

without the nod of relevant party-state authoritiés

Chen and Ma argued, therefore, that winning thearpof the party-state
system was a must for civil chambers of commerceldeelop. The chambers
developed vigorously in some areas, such as Wenzwply because the local
party-state leadership had a relatively open afittowards them. Commercial
groups, in return, rewarded officials with honorgugsitions in the organization,
providing economic benefits in the form of allowasgcor offering a retreat for their

retirement from the party-state syst&th.

Spontaneously established chambers of commerceessfolly opened,
sometimes by controversial measures, a new eraintermediary third-party

organizations in Chind* As pointed out by Yu and Lu, before reform and

%% State Council, PRC (1998).

°% Gao argues that, in the context of China’s cursgstem, a social organization cannot be “legal”
unless it meets four “legitimacy standards”: fiysit must be socially legitimate, i.e. it must vihme
recognition from the society and participants; seity, it must be legitimate from an administrative
perspective, i.e. it must get approval from andaffdiated to certain administration authorities;
thirdly, it must be politically legitimate, i.e. inust successfully stand the political examination
which requires that the organization does not Breapolitical bottom line or even contributes te th
current political order; lastly, it must be legalbgitimate, i.e. it must go through the examinatio

and registration process according to the law (Bad. 2000).
%40 Chen, S. Y. and Ma, B. (2004).

1|t is understandable that, in the context of Chivieere the party-state holds an overwhelming

position, the civil chambers of commerce, to suevand develop, have to make compromises (some
times even providing corrupt incentives) with offils. The most important thing is that these

organizations are spontaneously established bymmeneurs and employers to protect their own

interests, and the existence and development df suganizations depend on whether they can
genuinely serve their members. It is this charéstierthat distinguishes them from official or semi

official organizations such as the CEC-CEDA and ACFIn fact, when the civil chambers of
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opening-up, China had a very centralized leadersygem, confusing boundaries
between public and private, state and society, orent and people. After 1979,
reforms encouraged “smaller government and biggeiety”, facilitating a process
of the state’s gradual retreat from social and eodn arenas.” It is ironic,
though, that, in a “socialist country” nominallyed by the working class”, the
party-state is more willing to experiment with frassociations among employers

and capitalists than among workéefs.

5.3 The National Tripartite Conference on LabourRelations Coordination

In the last two sections, we discussed the relakims between the party-state and
the ACFTU and various employers’ associations. phgy-state has constantly

occupied the leading position in both of these $&ts of relationships.

As the ACFTU, the CEC-CEDA and the ACFIC were, mae less,

organizational extensions of the party-state, wdahallel reporting lines to different

commerce have grown up to a certain level, thelonger need to please government officials. The
Wenzhou Fashion Industry Association is an examplés preliminary stage after establishment in
1994, it invited the heads of most relevant patiyesauthorities (such as government, PC, PPCC,
UFWD, taxation office and police) to be its hongrégaders or consultants. In 2003, after 10 years
of development, its fourth congress formally dedide stop hiring party-state officials as its
honorary leaders or consultants (Chen S. Y. andBM2004). It is worth pointing out that there may
seem to be a contradiction to some western reddatrs person who is hired cannot be ‘honorary’,
but in the Chinese system, a job can be claimebetdhonorary” as long as it is not full time,
regardless of how much benefit that job may brimghe incumbent. This is clearly a loophole for
corruption. Only recently (since 2007) have son@l@overnments, such as Hangzhou and Xi-an,

issued regulations to ban such practices.

2 vy, J. X and Lu, M. Z. (2004).

>3 |f this situation continues, the power gap betwélee employers and employees will only
become wider. What will the party-state’s respohe@ Will it resort to strengthening individual
employees’ power by enhancing state interventienywih the new labour contract law passed in
June, 2007? Or will it gradually loosen control olabour unions? Or will it do both? | make no

prediction, but the present position seems unstable
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bureaucratic bodies’** these industrial relations actors had little direc
communication with each other. This situation reradi until a new scheme, the
National Tripartite Conference on Labour Relati@®ordination (NTCLRC), was
inaugurated in 2001, providing a platform for theoination of labour relations

above the workplace level.

The NTCLRC's origins can be traced back to Aug@8@Qlwhen the Standing
Committee of the NPC approved China’s ratificatadiLO Convention 144 - the
Convention about Tripartite Consultations to Praamdhe Implementation of
International Labour Standard®.Theoretically, the Convention comes into force
for any member twelve months after the date ofication was registeretf® but
China’s NTCLRC was not established for almost ateyears after ratification.
There was no public explanation for this delay, twd major reasons are possible.
First, during the period between the Tian-an-mena%g Incident in 1989 and
Deng’s Southern Tourr§i¥) in 1992, economic reform lacked clear direction,
marked by a heated ideological debate over whetnerreform is “socialist or
capitalist”>*’ In this context, no one in the party-state oreitgensions was willing
to take up the role of employers’ association, pitaist organization, in the
NTCLRC. Secondly, the economy was dominated bystage-owned sector until

the mid 1990s, and labour relations issues wereaat superficially, of secondary

%4 As pointed out previously, the ACFTU works undee Employee Works Committee (now called
Enterprise Works Committee) of the CC-CCP, beinthanline of the party system; the CEC-CEDA
works under double-line control of the Ministry @fommerce and the State-owned Assets
Supervision and Administration Commission, beindha line of the state system; and the ACFIC
works under double-line control of the United Frafibrk Department of the CC- CCP and the

National People’s Political Consultative Confereringhe line of the party system.

*%5 From its inception in 1919, the ILO has promatiggiartism among member states as a means of
giving voice to all parties and preventing labouspdtes from becoming intractable. In such a

tripartite system, the government consults repiasigns of employers and employees and involves
them in the formulation of socio-economic polic{€hen, J. and Benson, J. 2008 p. 233).

>4 Article 8 in ILO (1976).

47 Ma, L. C. and Ling, Z. J. (1998).
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importance’*® The government, though it had ratified the Conieentwas under

little pressure to establish the tripartite scheme.

During the latter part of the 1990s, as reform nabfegward and the non-SOE
sector became more important in the national ecgndme issue of labour relations
gradually came to the surface as one of the maalkproblems of the transitional
period. According to official data, labour dispytésrmally recorded by various
labour tribunals across the country, climbed fro®09 in 1990, when Convention
144 was ratified; to 33,000 in 1995, when the Labloaw was first promulgated;
and to 155,000 in 2001, when the Tripartite Confeeewas eventually foundé®,
During the eleven years between 1990 and 200grtheth trend in labour disputes
was alarmingly explosive, the case numbers morne thgling every five years>®
Labour issues became a serious social problem aanig China’s policy-

makers>>!

8 This can partly be proved by the statistics oforded labour disputes, as shown in the next
paragraph. Of course, before 1990s, in many SCGimur disputes were not always formally
recorded. This is one reason why labour disputemed to be less serious before 1990s. According
to the bureaucratic principle of “no case no wa'ti¢he policy-makers did not need to worry about

labour issues (not because they did not existbecause they were not reported or recorded).

49 NBS and MOLSS (1990/91, 1995/96, 1997-2003) aseglby Fu, H. L. and Choy, D. W. (2004)
p. 18.

%50 As mentioned in previous discussions, before 1980snany SOEs, labour disputes were not
always formally lodged and recorded, making theO18&se of recorded cases relatively small. Since
then, the development of the non-SOE sector, tlemgthening of employees’ legal consciousness
and the Chinese government’s more open-mindedimegsrds negative statistics all combined to
cause recorded labour dispute case numbers to guickly. The inherent reliability problems of
Chinese statistics make it difficult to estimate ttontributions of different factors to the grovath

labour disputes.

%1 Such concerns can be found in the report of tfenkfional congress of the CCP which was held
in October 2007. The report mentioned many timespttoblem of how to let more working people

share in the benefits of economic growth (“Let M@verking People Share the Economic Growth”
(in Chinese),People’s Daily 22 Oct, 2007; 18 £ 35 5h# 7 = R EER", AR HIR, 20074
10 H 22 H).
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In this context, the Tripartite Conference gainée fattention of central

policy-makers as a possible tool for easing socadflicts and promoting social

harmony. According to a memorandum of the Triparttonference, in August
2001, the party-state appointed MOLSS to repretbengovernment, the ACFTU to
“represent” employees and the CEC-CEDA to “repr€semployers. The three

formed the National Tripartite Conference on Labdrelations Coordination
(NTCLRC), with the following responsibilities:

2. Responsibilities and tasks:

Research and analyze labour-related economic rgbotities and
the socio-economic development plan, and propoggestions for
policy-making.

Communicate within the circle about problems agsifrom
coordination efforts in labour relations in respec@reas, research
and analyze the situation of national labour refei and
development trends, coordinate and reach agreemnesignificant
issues concerning the labour relation situatioa atole.

Propose opinions and suggestions for the drafSngervising, and
adjusting of labour-related laws, regulations, suknd policies.
Instruct and coordinate the establishment of ttifgaschemes at
the local level and the negotiation of collectiaddur contracts in
the enterprises; summarize and promote typical sutessful
experiences.

Investigate and analyze collective labour disputesl mass
incidents with national influence, propose opiniorend

suggestions for the solution of such matters.

3. Contents of coordination works:

Coordination on collective (labour contract) bargag systems;
Labour relations in the process of enterprise oshipr
transformation;

Salary distribution;
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IV. Minimum wage, work time, rest and vacations, healtid safety,
special protection for female and non-adult workenslfare
packages, vocational training and other labourdstads;

V. Prevention and settlement of labour disputes;

VI. Construction of industrial democracy and unioreoigation;

VII. Other issues concerning the adjustment of labdatioes..>>

From these responsibilities and tasks we can saetkie party-state had high
expectations for the NTCLRC, hoping that it wouldyde an all-around package
of solutions for the coordination of labour relaso thereby relieving the party-state

of problems arising from labour-related matters.

Unfortunately, the tripartite system did not live 1o expectations. According
to theChina Labour Statistical Yearboplabour disputes climbed from the 155,000
in 2001 to 317,000 in 2008 One may argue that there were complex reasons for
the growing trend in labour disputes, while thermgimraenon of a high rate of labour
disputes is not uncommon during a transitionalqeeli* However, the NTCLRC,
as a national level mechanism with the direct rasjimlity to ease labour relations,

seems to have had little success.

The memoranda of the ten meetings of the NTCLRG@I Hiedm 2001 to
2006°° give little evidence of practical work plans ooposals. Instead, they set
out bureaucratic and official formalities. Aftersitestablishment in 2001, the
NTCLRC did little except set up subordinate orgahians at provincial and city

levels throughout the country. The tripartite oligations were originally supposed

%52 |nformation based on the memoranda of ten meetifgise NTCLRC which were held between

2001 and 2006w{rw. molss. gov. cn).

53 NBS and MOLSS (2007), disc edition, Table 9.1
%54 yin, J. Z. et al. (2000).

5% Documents are available ktp://www.cec-ceda.org.cn/ldgx/info/more.php?padd@mame=5

W5 4% (last accessed on 16th Jan 2009).
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to be a platform for equal communication among dbeernment, employers and
employees, but they evolved into yet another omgdinal “decoration” in the
party-state systent’

The ineffectiveness of the tripartite scheme is swoprising if we take into
account the characteristics of its major participaAccording to ILO Convention
144, employer and employee organizations in thgattite scheme should be “the
most representative organizations of employersvaoikers enjoying the right of
freedom of associatior?®’ As we saw in earlier chapters, both the ACFTU thred
CEC-CEDA were, more or less, extensions of theypstate system, with the
bureaucratic working style of semi-governmentalaoigations. As their power was
conferred by the party-state rather than derivimgnf members’ authorization and
recognition, they had little motivation or presstoestruggle for members’ interests.
For bureaucrats who took part in the tripartite fecgnces, it was important to
maintain peaceable relations between the peopla fidferent departments. No
difficult issues were debated, as participants weae of the same bureaucracy.
Therefore, conflicts did not emerge in the trigartonference, as they did in the

work place. For this reason, tripartite conferenwese usually held in arnf‘over-
harmonious environmeht, without seriously discussing, let alone solviagtual

problems.

Other defects of the scheme were of a technicalreatt was a mistake to
appoint MOLSS as the sole representative of theemgoment in the NTCLRC.
During the transitional period, many labour-relatedues such as redundancy
caused by SOE transformation, corruption issueSQis, and living stipends for
laid-off workers, cannot be solved by a single goweent department. MOLSS

simply did not have sufficient power to solve th@seblems. Other issues such as

%% This situation can be summarized by a Chinesegpbo “Tangerines in the southern bank of the
Huai River will grow up as oranges in the northpart (55 4 4%, #EIL A41)”, meaning that the

environment has tremendous influence over the owtcof a policy. Many mechanisms imported
from western countries - the tripartite systemhis ttase - have become different things in China,

though having the same name.

%7 Clause 1 in ILO (1976).
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the regulation of the minimum wage, which were ioiddly the responsibility of
MOLSS, shifted to the tripartite scheme, lowerihg already low efficiency of the

government ministry>®

These factors combined to make the NTCLRC ineffectlThe key problem,
however, lay in the absence of freedom of assotiatt may be argued that if there
is neither a free labour union nor free employa@ssociation, there can hardly be
effective coordination through a “tripartite” schenindeed, in the ILO’s tripartite
model the three parties are supposed to be indepeaad strong enough to carry
out a meaningful “social dialogue”. As pointed dut the ILO, the principles
underlying Convention 144 were two other Convergio@onvention 87, the
Freedom of Association and Protection of the Righ®rganize, and Convention 98,
the Right to Organize and Collective Bargaining.Though this indicates that an
international consensus emerged over how to eshkaldi successful tripartite
scheme, China did not ratify Conventions 87 or B8e inference is that China
“castrated” Convention 144 by ratifying it withoemtering into Conventions 87 and
98. It is puzzling that the ILO allowed China to st gaining a nominal ratification
of Convention 144 with little actual content. Pgybdhe ILO considered it better to
have China on board to a limited extent than natlat

Even some official institutes, such as RI-MOLSSpressed their concern,
though cautiously, with careful wording, on the omance of freedom of

association, especially for labour organizations:

...To ensure just enforcement of the law, there nigsta supervising and
balancing power to oversee the execution of theegowent. To achieve this,
the fundamental way is to cultivate the workersnopower, i.e. to establish a
strong and powerful union, so that it can supenidtehe behaviour of
enterprises and government. Otherwise, it is noastablishing a mediation
system led by the government, for it may be an everse situation of “larger

(governmental) power leading to higher extractibrrents™. ... The biggest

8 Clarke, S. et al. (2002).

9 1LO (1976).
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problem for China today is that the union is tocalwéo protect the workers,

and this leads to impairment of the effectivendsstier measures>®

Yin et al., by studying a number of cases in Easturope, pointed out that the
tripartite scheme is supposed to be a possiblenghdor developing new industrial
relations in the context of a changing socio-ecasamvironment. When the state
gradually withdraws from direct interference in iseeconomic affairs, employers
and employees, with their representative orgammati can start to take
responsibility for their own fate and future. Suzheal tripartite scheme played a
significant role in the transition process in thenier socialist economies in Eastern
Europe>® However, it is possible to hypothesize that ieisctly for that reason
that Chinese policy-makers were highly sensitivehi tripartite scheme. Central
policy-makers learnt many lessons from Eastern jjraand were extremely
cautious about any thing that might trigger a dameffect. In this case, a genuine
tripartite scheme could be very dangerous to theyyssate, as it would open the

door for free association and free coordination egbtiation.

That is the dilemma confronting the party-state.ta one hand, a tripartite
scheme represents a clear trend in the emergencwibkociety where citizens
form their own organizations for coordination aredjatiation>®? On the other hand,
such an attempt might, sooner or later, lead thadlenge to the power of the party-

state, as employees and employers get used toghtnagim own representation.

The conclusion to be drawn is that the party-statferred to establish a

nominal tripartite scheme under its strict contather than a real one. The party-

%60 Research Institute of MOLSS (2004a).

%61yin, J. Z. et al. (2000).

*%2 The information asymmetry between labour andtehpnplies that conflicts are inherent in the
employment relationships; but the interdependerfcgnaployers and employees also implies that
these conflicts must be solved properly, otherwiseone will win in the long run (Bray, M. et al.
2005). These beliefs set the theoretical founddtorthe joint regulation by labour, capital ane th
state. As Kaufman put it, a joint regulation (bydar, capital and the state) can safeguard the
stability of the society and achieve balance betwefficiency and justice (Kaufman, B. et al. ed.
2003).
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state shows no intention of allowing the diversifion of mass organizations,
including employer and employee associations. Thotige policy is relatively

looser for employer associations, the selectionthef CEC-CEDA and not the
ACFIC or other spontaneous employers’ associatasghe “representative” of
employers indicates that this “tripartite” schenseai tool to deny space to any
potential development of a civil rights movemerdr this reason, the NTCLRC has
become yet another bureaucratic arrangement. Aimgertripartite” scheme is

unlikely to function effectively before politicabform is implemented which brings

China into line with ILO Conventions.

Conclusions

In this chapter, we discussed three sets of reiships among China’s industrial
relations actors at the macro-level, namely betwherparty-state and the ACFTU,
the party-state and employer associations, anttifretite system. After analyzing
interactions between the party-state and ACFTUnduviarious historical periods,
we argued that even though the ACFTU was an exiermiganization established
by the party-state, relations were not always gkmase of “subordinate obeying
the superior” but varied during different histotigeeriods. Employer associations
have shorter histories, with little involvementthre party-state’s internal political
struggles. However, the diversity of employer agg@mns made the relation
between the party-state and various employer essmts no less complicated.
Each of the three types of employer associatiorss ehalistinctive relationship,
according to its specific characteristics, with pagty-state.

The NTCLRC provided a new platform for the coordima of labour
relations above the workplace level. However, wactaded that though the
tripartite system was originally supposed to bdasfgrm for equal communication
among the state, employers and employees, it hatvesl into yet another

organizational “decoration” in China’s party-statestem.
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Chapter Six

Interactions among Industrial Relations Actors

at the Workplace Level

Introduction

In the last chapter, we explored interactions amtregy three major industrial
relations actors above the workplace level in Chim&olving the party-state,
ACFTU, and employer associations. We pointed oat they revolved around the
party-state, though there were variations in spediélationships in different
periods of times. In this chapter, we shift oueation to interactions among three
major industrial relations actors at the workpldeeel: the grass roots unions,

employers and employees.

We discuss, firstly, the relationship between grassets unior’®® and
employees, pointing out that, for most of the tingeass roots unions used the
employees as tools to serve the will of their sigoer- the party-state and the
ACFTU. During the Cultural Revolution, employeeskdhe initiative to break the

restraints imposed on the grass roots unions.

Secondly, we argue that, for historical and pditiceasons, the ACFTU’s
grass roots unions interacted with employers dusexgral limited periods: 1921-
1925, 1949-1956 and 1979 onwards. In the firstpeods, interactions were more
political than after 1979. Though interactions amograss roots unions and
employers were more economic after 1979, the bairgistrength of grass roots
unions, whether in SOEs or non-SOEs, was restriotetheir dependence on the

will of the employers.

*%3“Grass roots unions” refers to the grass rootaditas of the ACFTU, unless otherwise stated.
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Finally, we analyse relationships between employansl employees in
enterprises of different types, showing that thalthg development of relationships
depended on the state’s ability and willingnesgniorce labour related laws and

rules promulgated since 1990s.

6.1 Grass Roots Unions and Employees

In western countries during the twentieth centbith the old political Left and the
Right were suspicious of the functions of unionsinapitalist economy, based on
the assumption that unions operated too effectivEhe Left worried that unions
won rights and benefits for workers, reducing thHeswolutionary spirit”. The Right
feared the potential strength of unions and thapacity to dominate labour

S564

markets>”" Neither the classic concerns of the Left nor thoeéhe Right were

borne out, however, by the development of Chinaisns.

As pointed out in Chapter Four, the literafifeon China’s labour unions
rarely identifies grass roots unions as a sepanaligstrial relations actor, usually
treating the ACFTU and grass roots unions as aeavlhidie literature that analyses
separately the interactions between grass rootensnand employees is even
scarcer® As China’s economic reform developed, so did imdaisrelations in the

workplace, forcing grass roots unions to evolveputth slowly, to be more

%4 Western, B. (1997) pp. 3-13.

%% For example, Chan (1993, 2002, 2003), Leung (20Bibert (2005), Zhang Y. M. (2003), Qi D.
T. (2004), and Feng G. (2006).

%% n fact, | so far have found no such literatureostlof the material used for this section comes
from other relevant research fields such as historg political science. This lack of research

attention is due mainly to two phenomena: on the luend, research on China’s industrial relations
has started quite recently, and researchers hawgedeto focus on macro issues (such as the
interaction between the party-state and the ACFHtHer than on issues at the workplace level; on
the other hand, the operation of grass roots uniespecially before 1979, has indeed been closely
linked with the ACFTU, and many of their activitiésve been related to macro-level political

issues.
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economic and service oriented than the upper |l&@#HTU which, as a part of the

“superstructure”, concentrated on political isstfés.

6.1.1 Grass Roots Unions and Employees before 994

As we saw in Chapter Five, the ACFTU, before 1948s under the absolute
control of the CCP and actively facilitated the CCébjective of seizing power. In
this context, how did the ACFTU’s grass roots bresccarry out their work among
employees so as to serve the macro-level objectiveeizing power? And what

were the relationships between grass roots unindsmployees during this period?

Based on the information provided by various sosiroé literature>®®

we
argue that relationships between grass roots ur@ndsemployees before 1949 are
best divided into three stages. The first, 19215]19®as a stage of agitation,
organization and initial action. The second, 199271 was one of organized mass
mobilisation, while the third, 1927-1949, was aiparof “hibernation” for the
ACFTU as well as for its grass roots unions, ay thietually ceased operation

because of the CCP’s failure in cities and itstegia shift to “military struggleif
H:214+)” and to “using rural areas to besiege citigsf( U [F117).” There was

little to investigate in the interaction betweere CFTU’s grass roots unions and
employees during 1927-1949.

Agitation, Organization and Initial Actions: 1921-1925

As we saw in Chapter Two, the CCP in August 192aktished the “Chinese

Labour Combination Secretariatf (¥ 75 5h4H & 51 48)”, the predecessor of the

7 However, as the activities of the CCP, the ACFand the grass roots unions were highly
interwoven (especially in the years before 1948 tiscussion in this section will inevitably

overlap with that about the party-state and the ACk previous chapters.

%% For example, CC-CCP (1945), Jin L. R. (2002), LiSSand Liu Z. K. (2005), Perry, E. (2008),
Wu Y. and Liu H. Q. (2004), Yang K. S. (2002), Y.uR] (2002, 2006a), and Zheng H. et al. (1997).
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ACFTU, in Shanghai. The most successful brancihefSecretariat was its Hunan
provincial section, in which some of the most fasduture leaders of the CCP,
including Mao Zedong, Liu Shaoqi and Li Lisan, wedk During its peak period, in
1922-1923, the Hunan section alone had more tharafflitates with a total
membership of around 40-50,000 work#Fs.

In investigating the question of how the ACFTU’sagg roots unions
successfully agitated and organised, establishimcadges and relationships with
workers, the best case study is Anyuan RailwayMiming Workers’ Club ¢
B TR ). Anyuan’s experiences were unique in the histdrthe CCP and
the Chinese working class for three reasons: finst Anyuan Strike was one of the
most famous early instances of CCP organisatiotalebur movement activity;
second, by 1924, one fifth of all CCP members werdnyuan; and third, Mao
Zedong, Liu Shaogi and Li Lisan were heavily inveilv’

According to a number of authots,Mao and Li went to the Anyuan mining

site three times before finally settling on thddwling strategy:

...utilize all possible legal methods to obtain legasitions, get close to
the working mass... find, organize and train the megive elements

among them, establish a party branch as the cargitefd forces.>"

In order to put this strategy into practice, thestfithing to do was to establish a
school for miners’ children and a workers’ nighhsal, and to use the teaching

%9 Zheng, H. et al. (1997) p. 2439.

*"% ibid. “Chairman Mao Goes to AnyuafE(L:JF 2 %J§)” (a painting) and “Burning the Plairi

JR)” (a movie) were the two most influential art werkbout the Anyuan labour movement. For a
long time records of the Anyuan labour movement gebute only to Mao Zedong. But according
to Li and Liu’'s research, Mao was involved onltle early stage of Anyuan’s labour activities, and
most of the detailed work was done by Li Lisan andShaoqi (Li S. S. and Liu Z. K. 2005 pp. 35-
67; see also Perry, E. 2008).

1 i S. S. and Liu Z. K. (2005); Perry, E. (2008); J. R. (2006a).

®"2Recollection of Li Lisan as quoted by Li, S. Sdaru, Z. K. (2005) p. 37.
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forum as the media for agitation and propagartiaimbued with ideological
education, workers accepted theories promoted bgnd his colleagues. Li then
promoted party membership among workers, estahfistme CCP’s first branch for
industrial workers in February 1922 With the CCP branch as the ‘backbone’,
workers formed the Anyuan Railway and Mining Wose€lub, which was the

embryo of China’s grass roots uniofs.

When the Club was establish¥dMao and Li believed that the time was ripe
for workers to strike for a wage increase and féorenal labour union. The famous
‘Anyuan Railway and Mining Workers’ Grand Strike'ag the first in China to be
led by a political party and a quasi-union. The kEyg conceded most of the
demands, among which the most significant was mEsoy the Anyuan Railway
and Mining Workers’ Club as the representative boflthe workers, making it in

effect a grass roots uniof,

*Yu J. R. (2006b) provided some historical dethibat what Li and other CCP activists taught in
the schools: Li said, you workers live a very héfel here. The workers responded, it's hard, but
compared with the life in the countryside it's aldg a lot better here. Li said, no, your labour is
worth 10 dollars, but you are only paid 50 certtg, tapitalists and foremen have taken away the
other 9.5 dollars. The workers responded, but Ild/mot be able to earn even 50 cents if | stay in
the country side, the boss deserves the rest ghtimey. Li said, wrong again, there is a greatrégu
named Marx who told us that the workers are “expti by the capitalists, we can get all the money

back by uniting ourselves and struggling againstddpitalists.

"4 As we indicated in the last chapter, the CCP vaamded by intellectual elites. There was no

worker involved in CCP’s activities until its Anyndailway and Mining branch was established.

5 i, S. S. and Liu, Z. K. (2005) pp. 42-44.

°’®By September 1922, Li had recruited about 10 pamynbers and 30 youth league members in
Anyuan, and the Workers’ Club had attracted moaa tr00 members (Li S. S. and Liu Z. K. 2005 p.

47).

"7 “Treaty for the Settlement of Anyuan Railway alihing Workers' Strike” (in Chinese) as
quoted by Li, S. S. and Liu, Z. K. (2005) pp. 60-61
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Though the CCP used the workers as a power sowmeers themselves
gained from the strike, economically and in terrisnorale®’® Nevertheless, some
workers were satisfied with the outcome, while atheere not, agitating for more
strike actior™’® Even the leaders themselves had different opinieits Li Weihan
the more extremist’ As pointed out by Western, though many Marxists sa
unions as advancing a collective class interesteadom from the uncertainty of
the labour market, Leninists worried that unionsveeed only limited short-term
gains to workers, while the modest advances in wagel conditions achieved
obstructed revolutionary action led by the vangyzacy>®* In the 1920s, the CCP
was controlled strictly by the Russian Leninists.sLradical reaction was not
surprising. He believed that the goal was not ss@le reform within
capitalism, such as collective bargaining. The Camist party wanted to subvert

the system by emancipating the working class frioenshackles of the wage system.

In summary, Anyuan was an important early exampléaw a grass roots
union, under the control of the CCP and the ACFTdrked to agitate and
organize employees for industrial action. Durin@1:94925, the major tasks of the
grass roots unions were to “enlighten” the workensleological consciousness and
tie the CCP’s political objectives to the workeegonomic demands. The ultimate
purpose of these activities was to serve the C@BIgical objectives rather than

the worker’s own interests, but workers’ conditiag improve initially.

578 Spiritually, the once downtrodden miners, belitteedbeasts of burden before the strike, found a
sense of dignity and respect afterwards (Perrg0B8 p. 115%, while, from the economic point of
view, the workers won a 20% wage increase plusuarother compensations such as paid holidays,
sick leaves and year-end bonus etc. (Li, S. SLandZ. K. 2005 p. 61).

59 iy Shaoqi later recalled how he and Li Lisan leeén driven to tears by angry workers who
threatened to beat them up when they refused tmepm second strike (Liu, S. Q. 1988 as quoted
by Perry, E. 2008 p. 1158).

%80 Refer back to subsection 5.1.1, where we discuasgebate between Liu Shaogi and Li Weihan

regarding strikes as an agitating weapon.

%81 Western, B. (1997) pp. 4-5.
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By studying the experience in Anyuan, similar cased/uhan, Shanghai and
other cities®? and the recollections of Zhang Guot&da founding member of the
CCP and leader of the labour movement during ity g@ars, the CCP developed

grass roots unions in the following ways:

established a workers’ school;
identified and developed worker activists and cadre

organized a (quasi) union, usually in the name wbekers’ club;

0N

mobilized strikes to demand higher wages and tkebkshment of a
union;

5. further enlarged the influence of the organizafmmon and party).

These approaches were effective and successfelpmly the ACFTU’s grass roots

unions gain an anchor point among workers.

Organized Mass Movement: 1925-1927

After several years of development, the number rasg roots unions under the
control of the CCP grew substantially. By May 1988en the Chinese Labour
Combination Secretariat held the Second Nationaboua Conference in
Guangzhou and formally promulgated the establishn@nthe ACFTU, the
ACFTU claimed to represent 165 unions nationwidénva total membership of
540,000 workers, while the CCP had only 900-odd bemat that timé>*

In the context of the first KMT-CCP’s First Unitédont’'s “Grand Revolution

(KHi47)", %% the ACFTU organized a series of political strikié® most famous of

%82 Zheng, H. et al. (1997) pp. 2478-2484.
83 Zhang, G. T. (1998) Vol. 1. pp. 261-282.

%84 Zheng, H. et al. (1997) pp. 306 and 2348.

%% The first cooperation between the KMT and the G€fers to the two parties’ cooperation during
1924-1927, which was mediated by the Soviet Unidrthe reformed KMT's first national congress,
which was held in Jan 1924 in Guangzhou, Dr. SuhSé&n announced the KMT'’s “Three Major
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which were the “May 30 MovementfiJitizz})”**®and the “Canton-Hong Kong
Grand Strike @& ¥ Kk 2 T.)". °®” Both became nationwide anti-imperialism
movementsBecause of the link between the CCP and its g@ss unions, labour
activities during 1925-1927 were highly politicblnlike earlier strikes, which were
confined to individual enterprises and demanded timosconomic benefits,
subsequent action was organized on such a scalé tmauld rightly be deemed to
be mass social movements rather than random wasqdesvel incidents.

Policies (. KB3K)”, i.e. “Ally with Russia, Accommodate the Commsitsi and Assist the Peasants

and Workers . 2835, $kBh& 10)”, symbolizing the start of the cooperation betwéfge KMT
and the CCP (Zhang, G. T. (1998) Vol. 1 pp. 213-823

%% n Feb 1925, around 40,000 workers in 22 textletdries owned by Japanese investors began to
strike in protest against the Japanese capitabsiting and laying off workers without reasonse Th
CC-CCP had set up a strike committee to organieemiovement. On 5May, the Japanese
capitalists shot and killed the worker represemtatéu Zheng Hong, who was a communist party
member, and injured more than ten other workerss TEu to bigger-scale protests. The CCP then
established the ACFTU’s Shanghai section and organan anti-Japanese labour movement. On
30" May 1925, when the Shanghai workers and studeats wrotesting in Nanjing Road, which

was located in the British Concession area, thédBrpolice suddenly opened fire into the crowd,
causing 13 deaths and dozens of injured. This heamous “May 30 Incidenti{}115%)"" which
led to series of strikes named the “May 30 Movemghtitiz 3))” (Xinhua News Agency’s

compiled materialshttp://news.xinhuanet.com/ziliao/2003-01/20/conté8B8206.htmlast accessed
on 21st Jan 2009).

8" The “May 30 Movement {iJitiz#h)” led to the “Canton-Hong Kong Grand Strike ik k52

L)". After the “May 30 Movement TLHiZ%))”, some Hong Kong workers went on strikes and
marched back to Canton (Guangzhou). OH 28ne 1925, when the striking workers and students
held a demonstration parade and marched outsidi¢oother side of a small river surrounding) the
British and French Concession area, the British Brehch police opened fire into the crowd,
causing about 50 deaths and about 170 injured.ifitident triggered the “Canton-Hong Kong
Grand Strike & # K22 1)”, in which more than a quarter of a million workeparticipated, lasting
for 16 months (Xinhua News Agency’s compiled matksti
http://news.xinhuanet.com/politics/2006-06/23/cointd 737039.htntast accessed on 21st Jan 2009).
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When the CCP-led strike action peaked, winning &gl support for the
CCP and its unions, it was no longer satisfied wptaceful action. With the
divergence between the KMT and the CCP becomingemwahd the Northern
Expedition War progressing more quickly than exeectthe CCP made the
decision to seize power in some localities throaghed workers’ insurrections, of
which there were three in Shanghai in 1926-1927.

The first two Shanghai insurrections in October 6%hd February 1927
failed because of poor preparation. The CCP estaddi a Special Task
Committe@®® to prepare for a third insurrection, forming aes@ thousand strong,
armed worker’s picket to maintain public securi®n the 2% March 1927, the
CCP took the opportunity, which arose when the K§&/Nbrthern Expedition Army
besieged Shanghai but had not yet entered mettapareas, to launch the third
workers’ insurrection. After 30 hours of severehfigg, the CCP seized control of
Shanghai at a cost of around 300 workers killed 2600 wounded. The CCP
established and led the “Shanghai Civilian Courré”

The success of this workers’ insurrection was thmax of the labour
movement in the 1920s, directly triggering the ‘2-@2" April) Incident”,>*°
which ended the First United Front. Issues betwbkerKMT and the CCP emerged

at the very beginning of their cooperat®hand difference became very obvious

% The special task committee was led by Chen Dukiefounder and the then Secretary General
of the CCP, and Zhou Enlai, the then military lgadithe CCP and later Premier of P. R. China
1949-1976.

589 «The Three Workers’ Insurrections in Shanghai” @hinese),People’s Daily 29" June 2006;
B TN =R, AGH AR, 2006-06-29.

%0 0n 12" April 1927, General Bai Chongxi, the commander Sifanghai-Songjiang Military
Headquarters, following secret instructions fromngj Jieshi, induced the local union gangsters (the
Green Gang) to provoke fighting with the CCP uniquisket. Bai then disarmed the workers’ picket
in the name of stopping internal fighting among therkers. On the next day, when the CCP’s
unions organized a demonstration, Bai opened fitany CCP and union members were arrested,
detained and even killed (Yang K. S. 2002).

1 As early as the first national congress of the KMiE CCP and Youth League members occupied

10% of the seats, while they counted for only 2%K&MT members. In the Central Executive
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after the 1926 “3-20 (2OMarch) Incident®®?which resulted in the “Resolution to
Reorganize (KMT) Party Affairs®® The third workers’ insurrection convinced
Jiang Jieshi that the CCP was no longer satisfigld peaceful labour action but
intended to seize power, at least, locally, by guoabtary force. The CCP’s control

over Shanghai, the most important industrial andrfcial centre in China, led Jiang

and the right wing of the KMT to break finally withe CCP in 1927%*

In summary, during 1925-1927, workers joining grassts unions were
industrial actors for the CCP in an organized nrassement. Except for a few
fragmentary economic-oriented actions, grass raotfon activities were to
organize and agitate the working class in suppbthe CCP’s attempt to seize

power.

“Hibernation”: 1927-1949

After the breach with the KMT in 1927, the CCP wasced to shift to “military
struggle %% :]-4+)” and to “using rural areas to besiege citiésf( {35 117)”,
ceasing all of the ACFTU and grass roots union€rapons in urban areas. Loyal
worker followers of the CCP, if not detained orlédl by the KMT, commonly
joined in the powerful current of military strugglend became professional

Committee of KMT, the CCP and Youth League memloeupied even more than 25% of seats,
with two minister and three deputy-minister posifoin the six central departments. This
immediately caused severe criticism from all otfaetions within the KMT, denouncing the CCP as
the agent of Soviet Russia with the mission to mdthe KMT (Zhang, G. T. (1998) Vol. 1 pp.
213-323).

%92 0n 20" March 1925, Jiang Jieshi, suspecting a potentigddang intrigue led by the left-wing of
the KMT and the Russian military consultants, desdamartial law in Guangzhou and arrested a
few military officers who were CCP members (Yang2002).

%3 The direct result of the “3-20 (POMarch) Incident” was the passage of the “Resolution to
Reorganize (KMT) Party Affairs”, which strictly lited the CCP members’ position and power

within the KMT (Yang K. S. 2002).

%% Jin L. R. (2002); Yang K. S. (2002).
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revolutionaries and soldiers. After 1927, 22 yeafrsnilitary struggle against the
KMT and later the Japanese virtually re-shaped GCP members’ lives.
Intellectuals, workers, peasants - no matter wihmartorigins - all became

professional revolutionaries and soldiers by 1949.

6.1.2 Grass Roots Unions and Employees 1949-1979

If we compare the relationship between grass rooisns and employeesith the
relationship between the ACFTU and the party-stideussed in Chapter Six, an
interesting phenomenon emerges. When the orgamstand political linkages
between the ACFTU and the party-state were strostgvden 1949 and 1958,
relationships between grass roots unions and emetowere very limited. During
the Cultural Revolution, 1966-1976, however, whée ACFTU was virtually
dumped by the party-state, employee relations \gidss roots unions (not the
ACFTU branches but spontaneous and semi-spontanaoiss) were most
positive. Why did this happen?

After 1949, the CCP and the ACFTU consolidatedrnitsopoly of grass roots
unions by either accommodating or prohibiting oth@rons. Workers were no
longer free to associate with each other, andrabrucadres were appointed from
above rather than elected by memb&sUnion cadres, therefore, had little
incentive to serve their members, while workers lidle reason to communicate
with grass roots union cadres. As we saw in Chapiterafter two major conflicts
between the ACFTU and the party-state during th®049the few union leaders
who advocated more independent union operation® weticized and sacked,
leading directly to the ACFTU proposal to “strugée the dying-out of unions’{
T2 T34, while practically abolishing union organizat®at or below the

county levelP® In this context, it is not at all surprising toesthat grass roots

unions had a limited relationship with employeethie 1950s.

% Lj, X. (2006).

%% Zheng, H. et al. (1997) p. 2428.
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After 1958, unions became a subordinate workingadepent of party
organizations at the corresponding level. Grasstsroonions accepted
unconditionally the leadership of local party corttegs. In SOE workplaces the
core work of grass roots unions was to organizedia competition %7 3/ 55 3§)”,
i.e. to work more without being paid more, proviglinstead “moral rewards” such
as red flags or red flowers. Unions abrogated timction of struggling for
workers’ interests and so workers lost faith inmth@hus, when party control was
loosened in the Cultural Revolution, workers threside the ACFTU and

established spontaneous, alternative grass roaasni’

Workers’ “rebellious” organizations during the Gull Revolution remained
very sensitive even decades later. Official accoumbstly followed the tone of the
CCP’s official “Resolution on Certain Historicalslges since the Establishment of
the State (1981)”, which condemned rebellious &@wts: Nevertheless, subsequent
research and accounts of personal experieficpovide an alternative perspective.
The Cultural Revolution was due, in part, to the&@rLeap Forward's (ki)
economic disasters which cost millions of liVé%.1t also divided the party-state.
After 1962, Liu Shao§f° and Deng Xiaoping exercised day to day decisiokimga
authority, while Mao “retreated to the second fr@i/it —£k)". Mao decided to

regain power by utilizing the only source, othearthmilitary force, over which he

97 i, X. (2006).

*%8 For example, Fang Y. (2006), Li B. T. (2007), Li[®998), Li X. (2006), Li X. Y. (2000), Liu G.

K. (2001, 2006), Shen F. X. (2004), Xiao G. Q. @Q0rang X. G. (1988), Yang X. K. (1986),
Ye Y. L. (1993), and Zheng Y. (2006). For underdatrie reasons, some of the literature is not
formally published, and some people may have imtdutheir personal emotions into their writing.
However, this material does contain precious infation about this part of the history, at least lunti

further research uncovers better and more relisdileces of information.

*9 The exact number of abnormal deaths (from stammptiduring 1959-1961 has never been

released. A widely accepted estimate is 30 mil{iddang X. K. 2004).

%0 As we noted in the previous subsection, Liu wase of the leaders in the Anyuan labour

movement.
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still had influence, i.e. the “masse¥™.In this contest, student movements (the Red

Guards) were encouraged first, followed by laboovements.

Suspecting that workers were discontented withypstete bureaucrats, Mao
incited workers to rebel and seize power, therebownfarring a freedom of
association banned since 1949Many scholar®? believe that this was a mutually
reinforcing process. On the one hand, Mao encodragwkers to rebel so as to
beat down his political opponents while, on theeothvorkers utilized macro-level
political conflict to pursue their own interestsertte there are two separate
concepts of the Cultural Revolution, one led by Mabthe macro-level and the
other by individuals at the micro-level. Problemsrgvbound to arise from such an
unprecedented mass movement as the Cultural Revmluh fact, relationships
among various workers’ organizations and factiomsenso complicated that it is
almost impossible to answer basic questions suasihash political side a specific
workers’ organization support&%’

Liu, studying various “rebellious factiongi(’z Jk)”, identified nine types of

rebellions, of which two concerned workers’ orgatians:

%1 Mao named Liu and Deng as “the Party’s Internaitiba on the Road to Capitalisrii (4 iE %
JK)”. Judging from Deng’s practice after 1979, esplbgiafter 1992, one cannot deny that Mao’s

claim had some foundation.

%92 yang, X. K. (1986).

93 For example, Liu G. K. (2001, 2006), Yang X. G988), Yang X. K. (1986) and Zheng Y.
(2006).

8041i X. Y. argued that up to January 1967, it wak possible to identify whether an organization
was on the rebellious side or on the conservatiue #¢nd Deng’s) side, mainly by seeing whether
the organization had been suppressed by the warkadres or the “work teamI{12H)”. But after
1967, when the army became involved, things becaomaplicated: many rebellious workers’
organizations were suppressed, but their titles“f8ads” remained in use for the new transformed
organizations. After February 1967, all workersgamizations claimed to be “rebellious”, and all
bad deeds were done in the name of rebellion. iShise reason why “rebellious faction$: (z JK)”

later became so notorious (Li X. Y. 2000).
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...Wang Hongwen style “rebellions” were politically otivated.®® They
attempted to realize power within the party-stgtdesn by taking opportunities

provided by the Cultural Revolution...

...Struggle-style rebellions were more widespreathatgrass roots level and
constituted the main theme of rebellions in thet@al Revolutiorf’® Some of
these rebellions had the higher objectives of tiegigolitical discrimination
and suppression, while others simply gave venthair tdissatisfaction with
bureaucrats and cadres. Some of these rebelliodedeim much personal

abuse. %’

We now discuss these two types of workers’ orgdioiza.

Wang Hongwen Style “Rebellious Workers’ Organizatins”

The most typical Wang Hongwen Style “Rebellious &rigations” was of course
the one founded by Wang Hongwen himself, the “ShangWorkers’

Revolutionary Rebellion General HeadquartefSi{ #])”. At its peak, it had over

%% Wang Hongwen was a CCP member, demobilized scddigjunior “safeguarding cadrét(I! T-

)" before the “rebellion”. With these three goodifical qualifications, though he was not part of
the party-state privileged class (due to senigritfjang was far from being a member of the
suppressed class. Why did he rebel? The probleninldlye pyramid-like power structure of the
party-state. People with good political qualificeis, such as Wang, believed that they deserved
more, while positions at the top were always lighit€herefore, Wang and others like him also felt
“suppressed” and had the intention of “rebellingf & “fairer distribution” of official positions. d¥

this reason, the Wang Hongwen style “rebellionstengardly genuine rebellions.

8% Struggling style rebellions were widespread in ghass roots working units. In the 17 years of
communist rule before the Cultural Revolution (194%6), conflicts accumulated between workers
and grass roots cadres. As explained by Mao, “...nthss was at odds with (the bureaucrats) but
they had no chance to speak out. Now came the 1I@uRevolution; the people eventually burst out

and made them (the bureaucrats) really awkward.id, (G. K. 2001).

97 Liu, G. K. (2001).
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100,000 members (it boasted 800,000), with 30,08ted pickets.” Wang chose
the Central Cultural Revolution Team (CCRT %3 *:) which was controlled
directly by Mao and his wife, Jiang Qing. He hackktively open attitude towards

609

accepting and allying with other ‘rebellious orgaations.” Wang came to Mao’s

610

notice and rose rapidly through the political hiehg.”” In 1968 when most
workers’ rebellious organizations were disbandedn@’s organisation survived. In
1972, it was renamed the “Shanghai Workers’ Reptasige Congress I¢# i L.
fR43)". No longer a workers’ “Rebellious Organizatiorihe Congress became, a
new official union in place of the ACFTU until thend of the Cultural

Revolution®!?

Struggle-Style “Rebellious Workers’ Organization”

Among struggle-style rebellious organizations, tiest famous and influential was
the “National Red Labourers’ Rebellious General iReqt (4=41)". This was
the first labour organization since 1949 to beldshed spontaneously on the basis
of freedom of association, with the aim of strugglifor the interests of ordinary,
especially temporary, subcontracted labourers. Kewe as the “General
Regiment” existed only for a short time, from Nowsn 1966 to March 1967, and

6% Shanghai Local History Office,
http://www.shtong.gov.cn/node2/node2245/node44 digb6351/node56369/node56371/userobject
1ai42970.htm[last accessed on 21st Jan 2009).

%99 This is arguable, however. Shen Fuxiang, leader mijor workers’ rebellious organization, the
Shanghai Red Workers’ Revolutionary Rebellion Hemdtprs (SRWRRH, 2 1. 7 ), was
dissatisfied with SWRRGH's rejection of the alli@neequested by the SRWRRH. Shen did admit,

however, that SWRRGH merged numerous workers’ lielnsl organizations (Shen F. X. 2004).
#%Wang was appointed the CCP’s Vice-chair and wa®tantial successor to Mao in the early
1970s. He was arrested later in 1976, condemnadhaamber of the “Gang of Four”, and sentenced

to life imprisonment. He died in jail in 1986, Aetage of fifty-one (Ye Y. L. 1993).

611 |j, X. (2006).
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most of its leaders were arrested and punishet fitaterial survives about this
organization. We therefore rely largely on articlestten by two of its founding
leaders’™

The “General Regiment” was established on 8 Novertib66. Fifty workers
marched to the headquarter of the ACFTU in Beijimgguesting official
recognition of the organization, and simultaneowgipealing to the CCP and State
Council for revision of the temporary/subcontraebdur system, which was
implemented in early 1960s by Liu and Deng. Aftena@nth’s struggle, the ACFTU
registered the “General Regiment”. However, thaéypstate did not respond to the
appeal to revise the temporary/subcontracted waslistem. Workers surrounded
the office building of State Labour Department ahé ACFTU, shouting the
slogan “Time to Settle Account with Boss Liu! Thaghly Eliminate All

Exploiting Capitalist Systems?”

At first, the “General Regiment” was a spontanegtess roots union with
specific economic aims, buts its targets (Liu aneh@ accorded with political
maneuvers at the highest level. For this reas@enCIBRT encouraged an escalation
of worker related political activity. The ACFTU wagpelled and its office building
occupied on 27 December 1986 The CCRT had achieved its purpose of using the
“General Regiment” to defeat the ACFTUindicating, though, that it should not

12 Fang Y. (2006); Li B. T. (2007).

®13 Boss Liu refers to Liu Shaogi, who was then thenber two leader in the party-state system (the
major target of Mao’s power struggle in the CultuRevolution). Liu and Deng established the
temporary/subcontracted worker system in early $960/iding Chinese workers, though all were
working in the state or collectively owned entesps, into two classes: formal workers and
temporary/subcontracted workers, with substantifierent welfare packages.

1% From this specific date on, the ACFTU remained lyasal throughout the duration of the

Cultural Revolution.

615 As we saw in the last chapter, Liu Shaoqi had eenajor leader in the labour movement in
earlier years and himself took up the honorary rohanship of the ACFTU after 1948. Therefore,
the ACFTU was long considered his power base. tisrréason, it is understandable that Mao chose

the ACFTU as a prime target of attack.
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pursue specific economic demands regarding the deamy/subcontract worker
system. If the “General Regiment's” leaders hadnbes “smart” as Wang
Hongwen, it might have become another official anii or even better. After all,
its name contained the word “national” and it pbglly occupied the ACFTU'’s
headquarters in Beijing. But the “General Regimgueti'sisted in agitating on behalf
of workers, refusing to compromise on the elimioati of the
temporary/subcontracted worker system. By Janu@8y lit had broken with all
factions within the party-state systétfand in March the once eye-catching

organisation was suppressed after only 5 monttistence>'’

We can conclude that workers’ rebellions during €hétural Revolution, together
with corresponding workers’ organizations, weretwbd types; “planned”, “fake”
rebellions, with political targets set by Mao, ahghplanned”, "spontaneous”
rebellions which emerged when the revolutionary emegnt was beyond political
control. The outcome was that all genuine workers’ rebedliooganizations were
eventually suppressed, some during the 1968/69at@mee of Working Class
Force (GFIMZ%\11)” and others during the early 1970$e party-state, when
suppressing these organizations, claimed that tweye penetrated by “bad
elements” and refrained from denouncing them asiriter-revolutionary”.” Mao
still tried to maintain the legitimacy of “workerggbellions” so as to provide some
kind of justification for his overthrow of the pgstate system which had been in

the hands of Liu and Deng.

In summary, the ACFTU’s grass roots unions weretiyadle and inactive
between 1949 and 1979. Before the Cultural Rewvaiytiney followed instructions
from above, such as encouraging workers to prodooee. During the Cultural
Revolution, they were displaced by various rebaliavorkers’ organizations.

616 At that time, the CCRT was acting as the corehefparty system, while Zhou Enlai controlled

the state system.

17 Fang Y. (2006); Li B. T. (2007).

®18 |ju, G. K. (2001).
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The Cultural Revolution was the only period aft€949 when Chinese
workers were free to associate, though in the nafrolitical rebellion. Various
rebellious workers’ organizations were essenti@g grass roots unions. However,
in the context of extreme political upheaval, nee ascaped the internal power
struggles of the CCP. Eventually, rebellious woskerganizations were either
transformed into new bureaucratic and official umsicsuch as Wang Hongwen'’s
“‘Rebellious Organisation” in Shanghai or suppresssdch as the “General
Regiment” in Beijing. The Cultural Revolution denstrated that unions and

workers were only chessmen in the party-state’sipal game.

6.1.3 Grass Roots Unions and Employees since 1979

Only by knowing the historical background descrilabdve can we appreciate why
grass roots unions in China combine “political esien” with “interest protection

organizations”, even now in the reform era whenotemmic construction is the
central task {L£: 5% & o P 0)”. We can well comprehend why a union

federation such as the ACFTU must play a dual 151¢ grass roots unions at the
workplace level did the same, conflicts of intesestould be bound to happen.
However, China’s grass roots unions, unlike fre®ns in western economié®,

were direct subsidiaries of the ACFTU, itself antemsion of the party-state.
According to Chen and Zhang, many local governmele&isianded that unions
focus more on their political role of cooperatinghathe government in attracting

%19 Of course, this is also true for free labour ofgations in western countries, though to a less
significant extent. Thus the Australian Labor Pdraas both formal and informal connections with
the Australian unionswww.alp.org.a), and the American unions also engage in polibgs
rewarding friends and punishing enemies amongipialits and by lobbying for legislation (Katz, H.
and Wheeler, H. 2004 p.71).

20 For example, grass roots unions in Australia atentary associations, voluntarily affiliated with
the Australian Council of Trade Unions, and relyimmn shared values and interests

(www.actu.asn.au).
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investment and contributing to the local econom@BP growth by putting aside

their function of protecting labour rights:

As grass roots unions are direct subsidiaries ef ARKFTU and indirectly
subsidiary to the party-state, they pay more atiartb relationships with superiors
than to those with members. According to the ACFI tRegulation on Enterprise
Union’s Work (2006)”, enterprise unions shouldsfiof all, play the role of the
“ACFTU’s extensional organization at the grass sooworking under the dual
leadership of the corresponding party committee tedsuperior union...” Only
secondarily should the grass roots union “be thpresentative and protector of
employee members and their interest§??"Therefore, the underlying logic of
grass roots union operation is that a superioriatel leads to grass roots union
action, which fulfils the superiors’ request, whibd best, satisfying only some of
the members’ demands by the way. This arrangenmanbbien in place for a long

time, surviving years of economic reforms.

After 1979 and especially since 1992, large numhbsrdabour disputes
surfaced as China’s economy chanf@dn this context, grass roots unions should
have played a more active role in protecting emgédgy interests and rights. In fact,
they did little. According to a survé/’ most interviewees claimed that the unions’

concept of “protection of rightgft£)” was usually “dual protection of right3{(4

)", i.e. protection of both labourersind employers’ right§?® In one of Han’s

%21 Chen, S. Y. and Zhang, M. (2005).

622 Article 2 and 5 in ACFTU (2006).

23 See Chapters 3 and 4 for detail.

24 Han, H. (2005).

%2> One of the reasons for such a problem lies inpdmticular meaning of “protection of right&f(
)" in the (communist) official language. As early im 1921, Lenin proposed that, as there was no
longer an “exploiting class” in a socialist societiye union’s major task should be to help enhance
productivity. However, Lenin admitted that bureagoy still existed in a socialist society; hence
unions maintained the function of protecting labdgfrom the abuse of bureaucracy). Lenin’s

thoughts fundamentally shaped the classic “duattfan” union theories in all former socialist
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interviews, a union chair “proudly” recalled a casewhich the union sued an
employee to “protect the enterprise’s interests"Han’s case study, we notice that
a tripartite scheme of unions employers (and tassociations) and the state” was
transformed into a workplace system of employeegl@yers and union, in which
unions were not representative labour organisatasstate-authorized mediation

organisations charged with maintaining social $itgi*°

This concept of the union’s role reproduced theohisal gap between grass
roots unions and their worker members. Such unieosld not survive in an
environment of free association. But the ACFTU’asy roots unions not only have
survived but have prospered in terms of affiliateomd membership. According to
official statistics, by the end of 2006, there werere than 1.3 million grass roots
unions, with a membership of almost 170 millionwdfich 41 million were peasant
migrant workers, boasting to be the largest lahmion in the world®?’

Though the “Union Law” defined a union as “a masgaoization based on
employees’ voluntary associatioff® all unions, whether in SOEs or non-SOEs,
were established by the will of the party-statejterextension, the ACFTU, from
top down rather than spontaneously by employees foottom up. To occupy
space in “new emerging enterprises”, in 1999 thé=AQ, under guidance of the
party-state, adopted the policy of “where thereaanployees, there shall be unions
(WP A BT, WP L g BT T 4Y) . Its strategy was “to be led by corresponding

party committees, [and to let] party constructiaivel union construction while

countries. That is to say, the official notion pfétection of rights 4E4%)” stems from the out-dated

planned economy, where it means protecting labaum the abuse of bureaucracy rather then from
the employers’ exploitation. For this reason, mdenstandings are bound to happen when the
market economy develops, as most people now deharte the concepts and ideological language

of earlier times (Feng G. 2006).

% |n a separate survey, a majority of the interviesvagreed to the statement that a union is a
mediation agent rather than an interest repreggntiganization (Feng T. Q. 2002).

627 NBS and MOLSS (2007), disc edition, Table 11.1/2.

628 Article 2 in National People’s Congress (2001).
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[letting] union construction promote party constroe, [so that] party and union
can be constructed togethef 4 w273k, Soglay T, TaEfeseg, w1k
##)".%%In this context, a grass roots union constructitsvement spread nation-
wide.Feng, studying several cases, argues that nevdblestted grass roots unions
in the non-SOE sectors are basically direct copfethose in SOEs and that their
mode of operation does not fit the requirementsthef transitional economy’s
diversified interest§>® In another survey of employees in over fifty foreign o
private enterprises, the majority of interviewegsead that unions are only forms
with little realistic meaning® This belief arose from workers’ everyday experience
of unions failing to represent their interests. Masd not believe party-state
propaganda that the ACFTU strives to establishsgragts unions in the non-SOEs

SO as to protect employee interests.

Though unions are ineffective in the eyes of empésy they are not
necessarily so in the eyes of the party-state hadACFTU. Han argues that there
are two reasons why the party-state and ACFTU ksitedol grass roots unions in
non-SOE<* First, as a large number of SOEs were either hamlar transformed,
the ACFTU needed to develop new financial sourcesupport its 600,000 fulltime
union cadres at various levéf§.Secondly, as non-SOEs developed quickly and

state controls in these enterprises were compatativose, a “control vacuund’
Hl . 4%)” among non-SOE workers and the potential subversiss of spontaneous

worker organizatiorf§* forced the party-state and ACFTU to occupy thesphat

629 http://acftu.people.com.cn/GB/67574/7041279.hiast accessed on 21st Jan 2009).

%30 Feng, G. (2006).

831 ju, K. M. and Luan, Z. (2002).

%32 Han, H. (2005).

633 See the discussion in section 2.2.3 of ChaptdrChina’s arrangements for collecting union fees.
634 To understand such potential subversiveness, eeé only look at the cases discussed in the last
sub-section (regarding the rebellious workers’ aiz@ion during the Cultural Revolution) or the

case of “Solidarity” in Poland. “Solidarity” claindethat “we strike to establish an independent union

so that we do not need to use this method (sttixeg)rotect workers’ rights”. Once there is an
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would otherwise be available for the possible dgwelent of free employee

association&>®

In addition to these “negative” factors, there weshaps a more positive
reason for the ACFTU to establish grass roots wiaomon-SOEs. As we saw in
the last chapter, the ACFTU played the role of falostabilizer” for the party-state.
Neither the party-state nor the ACFTU wanted sotidbulence. The party-state
managed to contain labour unrest by showing sonegatoce toward workplace-
level activities®*® In this context, the ACFTU needed to establislsgraots unions
in non-SOEs so as to prevent labour disputes freaomming social issuéd’ This
accords with our earlier argument that unions fitdtil party political requests
while in the process only satisfying some workejuests. According to Clarke, the
ACFTU was divided internally over the measures akg grass roots unions to
protect employee rights. One faction argued thabns help social stability by
involvement in protecting employee rights, while odrer held that such

38

involvement encourages workers to act more agyey: Regardless, grass

roots unions, the ACFTU and the party-state sha@esame political objective of

independent union that can really represent thé&evet interests, any regime that rules in the name

of the working class faces a threat to its ruliegitimacy (Zhao Q. Q. 2002).

835 | eung (2002). When interviewed by VOA in 2002,08Bong (former member of the CC-CCP
and secretary of Zhao Zi Yang) said “...if westermuminies ask the CCP to give the workers the
‘freedom of association’ and the CCP refuses, theould have to say that the CCP is simply too
far away from the Chinese working class and Marxiswen far more distant than the western

(capitalist) countries...” {ttp://www.voanews.com/chinese/archive/2002-10/62200-03-73-1.cfm

last accessed on 21st Jan 2009).

6% Gilbert, S. (2005).

®7|n an interview, a grass roots union chair saidilie superior sends you down to work well and
manage the people well so as to maintain sociblligya..not (being able to) solve conflicts means
not working well, that is the most direct perforrmarappraisal...if there are appeals and court suits

all the time, the cadre (in charge) cannot be deamed good...” (Feng G. 2006).

638 Clarke, S. et al. (2004) p. 241.
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retaining power and protecting vested inter€§t&rass roots union cadres enjoy
high standards of salary and welfare packages asbers of management teams,
having little connection with workef4® They take the interests of “the whole”, i.e.
the whole party-state system, into account. Otreveivery one in the system will

lose if the regime collapses.

As we saw in Chapter Four, non-SOE employees ezhlilzat official unions
could not be counted on and therefore sought catiparwith employers rather
than “representation” by unreliable organizatiHsror this reason, Feng argues
that if grass roots unions were genuine about mefdhey needed to gradually
distance themselves from the party-state systenth whe aim of eventual
separatior?*? The unions, however, held complex attitudes towarform. They
were not totally blind to their negative image amawmorkers, but like the frog in

slowly boiling water, to remain or jump out weret pptions®*®

Beginning in early 2000, some districts launche@ati union elections in an
attempt to counter the “representation” problem.eyly 2006 in Yuhang District,

Hangzhou, Zhejiang Province, 332 or 40% of entsgsriwith established unions

839 According to the Regulation on Enterprise Uniowsrk, “union chairs in SOEs shall enjoy the
welfare package of deputy positions at the cormedjpg party-administration level... (and) union
chairs in non-SOEs shall enjoy the welfare packafjeleputy positions at the corresponding
management level...” (Article 24 in ACFTU 2006d).

%40 Feng describes them as people who “look like &pammittee member from the left side and a
management member from the right side, but not Bkiei a member of the working class from any
side” (Feng T. Q. 2002).

%1 Han made a comparison of two enterprises and fahat the one without a union provided
virtually all the activities available in the oth@with a union). The study showed that China’s gras
roots unions are meaningless, because their majirites - for example, entertainments and
production competitions - could be arranged (ewvetteb, because of a less bureaucratic style) by the

Human Resources departments in the enterpftitas H. 2005).

%42 Feng, G. (2006).

%43 Of course, whether or not the party-state woudldwathem to “jump” out of the system is

another question.
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conducted direct elections for their union headsthese enterprises, no labour
disputes developed into broader social issues, &i#%b% satisfaction rate among

employers and employees, according to a two-yeatiramus survey!

Direct elections, however, were restricted to delkcareas. Guo Wencai,
Chief Director of the ACFTU’'s Organizational Consttion Department,
commented in 2003 that direct elections at thesgrasts level would take place in
medium/small non-SOE enterprises, not in S&EFhat is to say, direct elections
were restricted to workplaces where the party-siatethe ACFTU were unpopular
and had less power. It is reasonable to speculatetihe party-state and ACFTU
saw direct elections as a bargain, trading dirésttiens for member recognition
rather than risking marginalization and rejectiop émployees. Thus, direct
elections are the result of a compromise by théygate and the ACFTU. As the
non-SOE sector becomes more dominant in China’sauy, direct elections are

likely to come, sooner or later, but it is impo$sito tell how soon.

In summary, since economic reforms were launche®i®, the development
of the non-SOE sector led to a more diversifiedo$acial interests. However, the
ACFTU’s grass roots unions have not adapted thdrgutp the changes. They
have developed “frontiers” in non-SOEs by utilizitige party-state’s support, but
this practice has not won employee recognitionsugport. Direct elections helped
resolve the “representation” problem in part, lius iunclear when direct elections

will be conducted across the board.

844 “Direct Election in Grass roots Unions: New Deysttent in the Construction of Democratic
Politics” (in Chinese)Prosecutors’ Daily 30" March, 2006; %) T4 Eii%: B FEEUA % IH
K, FgEHR, 20064 3 J§ 30 H.

®45«Union Reforms in Transitional Period” (in ChingsSouthern Weekend3® July, 2003; %% 7!
IR T2 X7 )", #9775 K, 2003-07-03.
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6.2 Grass Roots Unions and Employers

Whereas interactions among grass roots unions mptbgees were complex, those
between grass roots unions and employers weravedlasimple. The ACFTU’s
grass roots unions had little interaction with eoypls in the period 1956-1979,
when the party-state was the only employer in Chhaions, as a subordinated
extension of the party-state, could then barelyehamy “interaction” with this
“super boss®*® The only two periods before 1979 in which grasstsainions had
direct interaction with employers were 1921-1925d at949-1956°*" In the
following three sub-sections we focus on the tlpegods 1921-1925, 1949-1956

and from 1979 onward.

6.2.1 Grass Roots Unions and Employers during 1921925

In the last section, we saw that during the ped8@1-1925, the major tasks of
grass roots unions were to “enlighten” workersoldgical consciousness and to tie
together the CCP’s political goals with the worke@sonomic demands. Grass roots
unions generally held an aggressive attitude tosvamployers while employers
had little experience in dealing with the emergimgons. In the context of China’s
traditional “parenthood” management style, emplsytended to adopt a tough and
aggressive approach in face of worker agitatioterfictions between grass roots
unions and employers were antagonistic duringghisod, with Anyuan, again, the

much studied example.

When the Anyuan Railway and Mining Workers’ Club smastablished in

April 1922, its overt objectives were relatively lchi Neither the Hunan local

%45 One may argue that, although the union could“imd¢ract” with the national leaders, it might
have done so with the workplace managers. But, ahiave shown in earlier discussions, at the
workplace level, union cadres were treated as mesrifananagement and grass roots union cadres

rarely had any motivation to act against the marsage
%47 As we shall soon see, those union activities viErsically political actions in support of the

CCP’s macro- level policies, though some of themeaepresented as struggles for the workers’

economic benefit.
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warlord nor the employer paid much attention tatitfirst. But as its activities
became more political® and its aims shifted to “protecting workers’ righand
lessening labourers’ oppression and pditt’the local warlord authority and
employer realized that there were other politicarppses behind the club’s
activities. Initially, the employer was reluctaot take tough measures, attempting
instead to buy over the Club and its members byiging funds and space for Club
activities. But the restrained attitude of the emypl was taken as a sign of
weakness or even cowardice by Club leaders armbliical activities intensified.
The employer and local warlord joined in an attergpishut down the Club by

administrative power.

Li Lisan, the club’s leader, and Mao Zedong, theéPG€ader in Hunan, argued
that the time was ripe for a strike. On 11 Septenit@22, they issued three
demands: first, that the employer provide offiggabtection for the club; second,
that the employer provide half of the club’s furgliand third, that the employer
pay the workers’ salary arrears immediately. Alethdemands were to be met by
the next day or there would be a strike. The fammguan Grand strike, involving
more than 13,000 workers, was provoked in this W2plthough the employer
used his personal influence to involve the locallevd’s army in maintaining
stability at the mining site, the army stayed naluty declaring that there would be

no interference unless the workers disrupted sacadr. Therefore, this strike was

48 For example, in its establishment ceremony partiteparade troops shouted political slogans
such as “Down with the warlords” and “Long live tB®mmunist Party” (Li S. S. and Liu Z. K.
2005 p. 44).

49 bid.

%9 | have not found any research that discussesiailchow and why a few hundreds of club
members, Youth League members and CCP members omilidize more than 13,000 workers to
participate in the strike. There were probably twajor reasons: first, the demands issued by the
club contained reasonable elements, so that mamglad-member workers were willing to support
the strike as long as the club was there to takdehd; and second, the club’s armed pickets had

taken measures to prevent other workers from engehie workplace.

232



Chapter Six Interactiomsomg Industrial Relations Actors at the Workplaewél

relatively peaceful, without a military crack-dowsnch as occurred in some other

area®™!

Through mediation by local gentry, the employereagrto sign a deal with
the Club after five days, acceding to almost alldemands. In particular, the Club
was recognized as the “representative” of the wstkgy this means, a strike won
the Club the power to “represent” more than 13,@@0kers in the Anyuan site,

regardless of its real membership of only approxéhyar00 workers.

If we look into the nation-wide labour movementidgr1921-1925, we find
that Anyuan’s grass roots approach in dealing Withemployer was typical. Such

an approach can be broken down into the followirgs

1. the grass roots union first appears with a relbtivald face, winning the
endorsement of the employer and local authorities;

2. the grass roots union gradually shifts the emphakigs activities and
becomes more political;

3. when the time is ripe, the grass roots union laasaddtrikes, forcing the
employer to compromise and recognize the uniongprésentative”
position;

4. by utilizing the “representative” position, the gsaroots union further

develops itself.

Not all strikes, though, followed the Anyuan exaepi enjoying the neutrality of
the army and police. Zheng H. et al's (1997) recofd21 major strikes during
1921-1925 under the leadership of the CCP andnisnufound that five were
repressed completely by military or police forceght were held peacefully, and
another eight had violent conflicts at first butrevéater settled peacefully through

mediation.

Between 1925 until 1949, as discussed in the pusviection, there was

barely any interaction between the grass rootsnsnamd individual employers. For

%1 For example, the Yue-Han Railway Workers’ Grandk8t(# 7% T A K% 1), which was
held in the same period under the leadership of2i€ and its union, was suppressed by the army

and police, causing hundreds of deaths and injuiZd®ng H. 1997 pp. 2482).
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the first two years grass roots unions facilitatd launch of political labour

movements, but between 1927-1949 operations ceasepletely.

6.2.2 Grass Roots Unions and Employers during 1941956

Confronted with the chaotic economic situation ept@mber 1949, the NPPCC
passed the “Common Programmét (7] 44 4ii )" which acted as a temporary
constitution. It set the policy of “(giving) congidhtion to both public and private
interests, benefiting both labour and capitat A\ i . %5 % P F])” as a key

principle for economic construction in the earlage of the People’s Republic of
China®? The purpose of this policy was to enhance prodaoctind economic
recovery. In 1950 the State Council passed the Ppeary Regulation of Private

Enterprises R\ 747 4541)”, putting the party-state’s policy of “use, reéstr
653

and remould private capitalism” into a formal resgidn.
This was only a temporary policy for the transiibperiod. Beginning in
1951, the party-state started to act against tivatprsector. The measures included
unifying state purchase and sales, and industrgiugblic-private joint-ventures.
The aim was to institute “state capitalisnfHl(x % & 3= X ). ®* The first
“Constitution of the People’s Republic of China’topulgated in 1954, gave
formal recognition to the privileged position ofetlstate-owned economy, calling
for the replacement of private enterprise with S&E§hough grass roots unions
took some action against the remaining private eygsk in the transitional period
between 1949 and 1956, by the end of the firsttquarf 1956, 99% of industrial

enterprises and 85% of commercial enterprises wabdic-private joint ventures.

852 Article 26 in NPPCC (1949).

653 Zhao, Z. F. and Xie, Z. G. (2002).

654 yang, X. K. (2004).

65 National People’s Congress (2004) p. 145.

234



Chapter Six Interactiomsomg Industrial Relations Actors at the Workplaewél

This signified the basic completion of the “soaaliransformation of capitalism™.
Union leader¥’depended on military units to clamp down on thed™ainion$>®
and establish “new” unions within the ACFTU systerhile the “new” unions
joined with the new administration to confiscatedanationalize so-called
“bureaucratic capitalist enterprisesgi(f% ¥ A< 4k )”. ®*° Grass roots unions
mobilized employees to oversee employer operatimaisproduction, and enhanced
the formation of public-private joint ventures. thar, as there were not many grass
roots CCP organizations in the early years aftabethtion”, many local
Committees adopted a policy of “establishing unidinst and setting up party
branches later®® For these reasons, grass roots unions played diee af
representative of the party-state in the workplaésTheir attitudes towards
employers were not those of equal negotiators hugntities in a commanding

position®®?

856 Compilation of documents from Xinhua News Agenbitp://news.xinhuanet.com/ziliao/2003-
09/03/content_1060054.htfast accessed on 20th Jan 2009).

%57 For example, Li Z. Y. (2005), Harbin Local Hisgabffice (2005), Feng X. M. et al. (2002), Su S.
Z. (1985).

% The “old” unions were those outside the ACFTU eyst either established by the employees

spontaneously or manipulated by the employers@KMT government.

%9 The so-called “bureaucratic capitalist enterptisesfer to enterprises owned by the KMT

government. The management of those enterprisesappginted by the KMT; they were little

different from SOEs under the CCP’s system (Su .S1985). The KMT was a weird hybrid of

Leninist and Fascist parties, though it originated a democratic party. Various organizations,
including SOEs, existed under both the KMT andGi@P regimes.

%80 This policy was also called “enhancing party camston by union constructiorf T. &7 5%

)",

%1 This was probably the origin of the “represemtatiissues that we have discussed in 5.1.2 of
Chapter 5.

%2 Feng, X. M. et al. (2002).
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The national situation was complicated and canmeotiéscribed in a simple
summary. For example, Largued that the success of union development in the
early years after “liberation” was due to grasssamions paying much attention to
employees’ interests and working hard to solve lgrok. During those years,
unions organized action against the misconducbwofesprivate employers, and did
much to improve working conditions and productiafesy®®

In summary, during 1949-1956, the major tasks akgiroots unions were to
implement the party-state’s policies and take ac#igainst private employers. They
helped confiscate “bureaucratic capitalist entegsi, while for ordinary private
employers, their policy was “both unite and streg@¥ [4145 X 3-4+)": i.e., unite
with employers during the period of economic reegyéhen struggle against them

so as to enforce public-private joint ventures.

6.2.3 Grass Roots Unions and Employers After 1979

From 1956 to 1979, no private enterprises operetedhina. One may argue that
there was a single employer, the party-state, whattonly “employed” all workers
but virtually controlled all aspects of their liveGrass roots unions implemented
political instructions from the party-state. Theyhched production competitions,
fostered worker acceptance of technical innovatienhanced production and
organized entertainment activities. Grass rootenmin SOEs played multiple roles
assisting management and were agents for the g@ty- within these
enterprise§®

Feng argues that, in the planned economy, whenngosgtain “official

ranking (T4 5)",%° the interest of the enterprise was not so muchaim a

%3 Lju, S. (2005). But as Liu had been Vice-chaitte ACFTU and had worked in the grass roots

unions for many years from the 1950s, his wordsiothe treated as objective.

664 Zhu, L. (2006).

865 «Official ranking (f7 2% %)” is a special system in China (especially durthg planned

economy period), meaning that all working units étfter governmental organizations or SOEs or
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profit as to have access to funds retained by titerjgrise after handing money to
the state. As a grass roots union’s “official raki and corresponding welfare
package was in accordance with enterprise managamanking, its interests were
linked. Therefore, the function of the Chinese gnasts unions was not to struggle
with employers on behalf of the employees overdivesion of profit, as in a free

economic system, but to “conspire” with enterpmeanagement to retain more
funds from the state. In this sense, the interekgrass roots unions or, at least,

their cadres, accorded with, or even dependechosetof managemefft

The twenty-year-long planned economy from 1956 9@8Lhad a profound
long-term impact on grass roots unions. Even aii@iost thirty years of economic
reform, the 2006 version of “Regulation on EntespriUnion’s Work” stated
formally that “union chairs shall enjoy the welfgpackage of the corresponding
deputy-position official in the managemefit”. The long held working style of
grass roots unions, thus, accustomed union offidial work on the side of the
enterprise management. This was so when they weB0OEs, when management
was not the real employer, and little changed wihely were in non-SOEs, where
management was the actual employer or represesgativthe employef® Many
union cadres found little difficulty in supportipgivate employers. Whereas before
1979 they supported the party-state, which watiig employer, after 1979 they
supported employers of various types. In this sewsemay conclude that Chinese

unions have always been subservient to the em@oyer

The diversity of economic subjects since the 1&@&0 complicated labour
relations more than in the planned economy systiethe context of “strong capital
vs. weak labour”, with ever-growing labour disputes the non-SOE sector,

employees needed to organize to negotiate colldgtiwith employers to protect

even schools, hospitals etc.) have their own afficanking which is similar to a bureaucratic

hierarchy.

%% Feng, G. (2006).

67 Article 24 in ACFTU (2006).

%8 Feng, G. (2006).
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their interests. This pressured the ACFTU to esthbfirass roots unions in the
private sector before employees associated spanialye To occupy the industrial
relations space in non-SOESs, the ACFTU adoptediaypaf “establishing [unions]
first and regulating laters¢ 2 45 #178)”, °*° which became a source of trouble in

union-employer relationships.

First, to accomplish the “new union establishmdatget, many local union
cadres allied with employers to establish “signdaamions {7/ T.43)". It was not
uncommon to see the chairs of many unions in noBsS@rcupied by the owners
themselves, their relatives, or members of the mament tearfi’° A “union” of
this kind provided little real protection for emg&es. From the union cadres’ point
of view, these “unions” assisted simultaneously‘political performance %)
appraisal”, developing new financial sources angesging the survival space for

spontaneous unions, or “hitting three birds witle stone (1 — ).

Secondly, union cadres may not have had the detisemployers discussed
above, but because unions were not compulsory mS@Es, and were rarely
established without employer endorsement, uniomesaldad to show their “value”
to employers in order to win their support. Forrep#e, according to Feng, some
private employers were willing to establish unidrecause they promised to help
with “mobilizing” workers to work overtim&* when there were urgent orders.
Such a practice faced no legal risk because it d@se “voluntarily” by the
union®? Union cadres were more like salesmen trying to thelir servicesBut

they were selling their services to employers nathan employees.

%69 “Union Reform Direction in Transitional Period’h(Chinese)Southern Weekend® July, 2003;
R Lo B T ), m T R, 2003-07-03.

70 ibid.
671 As we saw in the previous section, “productiorbitivation” work was not new to the unions at
all. The difference is that, in the past, unionsitimed for the party-state, while now they molsliz

for the capitalists.

672 Feng, G. (2006).
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Thirdly, even where grass roots union cadres wori@dthe benefit of
employees, union activities and the jobs of thenrtadres were highly dependent
on the tolerance of employers. Union chairs coutdlittle more than mediate

between employers and employéés.

For these reasons, grass roots unions rarely peitfog function of protecting
employee interests or acting as employees’ reptatbess to negotiate as equals
with employers. After two months’ field research@hina, two ILO investigators
reached the conclusion that grass roots union digpexe on employers, rather than
dependence on the party-state as perceived by peoglie, prevents China from

developing a modern industrial relations systém.

In summary, after economic reforms were launchedl9@9, grass roots
unions underwent through a difficult self-transfation. For historical and
practical reasons, grass roots unions remain irlaion of dependency with
employers and cannot negotiate effectively withrtti&

6.3 Employers and Employees

Friedman (1977) and Aungles and Parker (1992) atgat management control
strategies towards employees lies along a continbeimveen two extremes. At one
extreme the protagonists of Taylorism or scientifisnagement treat employees as
“economic men”, control them by strict supervisideskill and replace humans by

machines, reduce the autonomy of staff, and mimntize uncertainty of the

673 Direct Election was not a show” (in Chines8puthern Metropolitan Pape®", July, 2003; £
AT, | AR BV T Bk A", s #81i4RkR, 2003-07-09.

67 Clarke, S. et al. (2004).

875 |f China’s unions are so desperately hopeless,néitural question arises whether the unions’
major functions of bargaining and voice can beaegdl by a non-union approach. Freeman and
Medoff argued that collective rather than indiviaations are necessary and that unions will be
more effective than individuals in both of the an8 of bargaining and voice (Freeman and Medoff
1984 p. 247).
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management process. At the other extreme is theahweiations or neo-human-
relations school, which considers employees astional” or “self-actualising”,
giving certain conditional delegation powers andtomamy to staff, and

emphasizing management by communication, motivatiwhleadership’®

Few companies anywhere completely adopt eitheteglya The same firm
may apply different strategies at different timewards different employees. As to
the question of what management may do under spetitumstances, practice is
not as clear-cut as text-book theorfésRelationships between employers and
employees in China’s industrial relations are ewveme complicated’® After 1979
and especially since 1992, enterprise ownership dem®me highly diversified.
Within less than 30 years, enterprises have gameigih a rapid process of change.
The party-state gradually has reformed governmentadtions, especially in the
economic area. Much power and authority once inhieds of government has
been transferred to the marR&tBut the rapid retreat of government authority and
the development of enterprise power have not beeterly.®®® Government

regulation, monitoring and enforcement facilities/é not usually been in plal®,

®7% Friedman, A. (1977); Aungles, S. and Parke1892).

877 Aungles and Parker (1992) argued that, for remsmich as business confidentiality, empirical
studies of management are far fewer than thosenpfayees. However, the limited research seems
to indicate that managers adopt employee participdor improving productivity rather than from a

belief in the autonomy and creativity of the ramiddile.

678 Dowling et al. (1999) discuss the difficulties @dmparing industrial relations across national
borders. They argue that even for firms operatingdifferent capitalistic countries, such as the US
and Germany, there are large differences of styteteehaviour.

679 Zheng, J. H. and Jiang, J. (2003).

%% Huang, Y. P. (2007).

%1 China did not have any labour regulations, notrtention any monitoring and enforcement
facilities, in place until the mid-1990s. (The LaboLaw was promulgated in 1994). Labour

protection facilities are still in the process efinement and cannot provide sufficient protection

labour, as shown in discussion throughout the shesi
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and employers have exercised active and decisiwepm their interactions with
employees, at least at the enterprise I&¥eFor this reason, as pointed out in
Chapter Four, the relationship between employedseamployees is much affected
by the enterprise scale and ownership type, ranfyjorg “sweatshops” to modern
enterprises with sophisticated human resource neaneigt capacities. Furthermore,
as pointed out in Chapter Five, an employee’s sogiaup also affects an
employer’s attitude. If we combine Figure 3.1 anguFe 4.1, 40 different possible
relationship types between employers and emplogeepossible, as shown below
in Table 6.1.

Table 6.1 Possible Relationship Types betweenl&yaps and Employees

Employee Origins Positions Status
Employer Urban Rural White-collar|Blue-collar SOE Non—-SOE
Large 1 2 3 4 - N/A
SOE
Medium/small 5 6 7 8 - N/A
Large 9 10 11 12 N/A -
POE
Medium/small 13 14 15 16 N/A -
Large 17 18 19 20 N/A -
JV
Medium/small 21 22 23 24 N/A -
Large 25 26 27 28 N/A -
MNC
Medium/small 29 30 31 32 N/A -
Large 33 34 35 36 N/A -
FIE
Medium/small 37 38 39 40 N/A -

%82 This laissez-faire mentality has led Chinese gowemt departments as well as employers to
adopt a Unitarist approach, which tends to lookdtistrial relations purely from a micro/corporate
viewpoint. Taylor, a prominent exponent of the @ngt approach, believed that there were common
interests between labour and capital and that theipal objective of management should be to
secure the maximum prosperity for the employer hpvith the maximum prosperity for each
employee. Therefore, labour issues could be sobtethe corporate level through cooperation
between labour and capital (Taylor, F. 1911). Hosveas we will see in later analysis, Chinese
employers seldom follow this philosophy of laboapital cooperation, but rather utilize their
commanding power in the employment relation foirtbeun advantage. At this point, the Radicals’
arguments seem more applicable to China: in théegbof capitalism, conflicts between labour and
capital are systemic and non-conciliatory, as értpower relationship; and the frontier of contabl
any point of time represents a compromise unsatisfi to both parties, and attempts to shift this
frontier are only to be expected whenever eithde &tels that circumstances are in its favour (Noon
M. and Blyton, P. 1997).
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This section is a general description of employap®yee relations after
1979, as shown in Table 6.2 on the next page, obrateng on the employer’s
“Operation Scale” and “Ownership Type”. The followiis a general summary of
commonly cited situations, but obviously does nesatibe every enterprise. For
example, some medium and small size private emsegpmay be good employers,
while large MNCs may act irresponsibly towards themnployees. There is scope

for future research.
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Table 6.2 Brief Summary of Industrial Relationdifferent Enterprisé€8?

Large Enterprises

Medium and Small Enterprises

State
(Collectively)
Owned

Enterprises

Labour relations in these enterprises are relati
regularized, all with union branches of the ACF DUt
with much corruption in daily operations. Large SO
in non-significant industries will eventually b
transformed. Different interest groups contest w
each other in the transitional process, pushing
conflict of labour relations to the forefront. Hoves,
the characteristics of this conflict are distincon

those in enterprises of other ownership types.

eLabour relations in these enterprises are relati
regularized, most with union branches of the ACFBUL
Ewith much corruption in daily operations.
eenterprises will eventually be transformed (mostrem
ittransformed before 2004). Different interest groy
pushing the conflicts of labour relations to theefoont.
As the transformations are nearing the end, satese

conflicts.

Privately Owned

Enterprises

Many private enterprises remain at the lowest lefe
management, with regular invasion of labour righ
The majority of these enterprises have no uniorith
a few having “bosses’ unions”. Some large priv;
enterprises are gradually trying human resoy
management measures to maintain the long-t

continuous development of the enterprises.

Many private enterprises remain at the lowest lexfe
tsnanagement, with regular invasion of labour riglits.
vsome of these enterprises, the exploitation ofudalzmd
ati's miserable situation can be compared with thathe
réereliminary accumulation stage of capitalismThe
emmajority of these enterprises have no unions, witiew

having “bosses’ unions”.

Joint Ventures

Many of these enterprises are the products of reittee
early years of reforms or regulations which coristy
the size of foreign investment in certain industri
Their operational model is quite unigue, with
combined face of SOE and FIE. All large JVs hg
ACFTU branches.

Many of these enterprises are the products of &by ¢
ayears of reforms. Most have been transformed to
ewholly owned FIEs. Labour relations are relative
aegularized, with some having ACFTU branches.

ve

Direct
Subsidiaries of
MNCs

Practices in these enterprises are generally fazath!
with the HR and labour policies compliant with thg
in the mother companies. Most have no unions, @i

few “signboard unions” controlled by the manageme

s scale, they are usually only representative offivéh a
hfew Chinese employees (usually no frontline labm)re

nfThis thesis does not consider them.

General FIEs

The capital for most of these enterprises comes f
Hongkong, Macau and Taiwan Capital, catering
“outsourced” production for international marke
Most have no unions, with a few “signboard unid
controlled by management; but there also existva
semi-independent unions that have emerged unde
“Social Accountability Movement”. Labour relatior]

are relatively regularized.

oThe capital for most of these enterprises comem fi

sproduction for international markets. Most have
ntinions, with a few “signboard union” controlled f
femanagement; but there also exist a few semi-incigydn
tirdons  that the “So

sAccountability Movement”. Labour relations in Medid

have emerged under

Small FIEs have many problems.

%3 This table is a summary of viewpoints from vasditerature, including Chen F. (2003, 2006),
Cooke F. L. (2004, 2005, 2008a), He Y. H. and CKe(2006), Huang Y. and Guo W. Q. (2006),
Li, Q. (2004), Research Institute of MOLSS (2004kgylor et al. (2003), Tong X. (2003), Wang L.
C. (2003), Wang M. C. (2001), Zhang B. B. (2006).
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From the table above, we see that both operatiale smd ownership type affect
employer behaviour and attitudes towards employ&és. also pointed out in
Chapter Five that even in the same enterprise @ahigesegment, labour relations
depend on an employee’s social group. For exampiplager policies towards
migrant workers differ from those for the urban kens, while employers treat

white-collar employees differently from blue-collemployees.

The reason for the employer’s dominating positioithie employer-employee
relationship is largely the lack of government monng of the labour market,
which allows employers the freedom and flexibility decide how to deal with
employees. The new “Labour Contract Law”, promutgain June 2007, was an
attempt by the government to change the situatMany of its clauses were
targeted at widely found abuses of labour rightgtigularly in non-SOEs. For
example, confronting the problem that many priverteerprises did not sign formal
labour contracts with employees, the law statet“ththe employer does not sign a
written contract with employees within one yeareaiployment, the employer will
be deemed to have agreed to an open-ended corfvégbbut specific term
limit)...” ®®*In another clause, addressing the commonly fourettime issue in
private and foreign-invested enterprises, the lates that “employers must strictly
comply with the labour standards, and must notef@gopenly or in disguised forms)
employees to work overtime. If the employers hawve need for overtime, OT

payment should be made according to the la®?>.”

The law, if thoroughly implemented, may help proendtealthier labour
relations in enterprises, no matter what ownergjpe they belonged to, requiring
all employers and employees to coordinate theiatiggls in a unified legal

framework®®® However, as in the case of many other laws, impleation and

684 Article 14 in National People’s Congress (2007).

%% Article 31, ibid.
686 Chen, however, doubted the effectiveness of the lde argued that the right to organize
empowers workers to bargain as a collective witlplegrers, while the right to strike is the last
resort for workers when negotiations fail; collgetibargaining is thus a derivative right from the
two other collective rights. Without the rights doganize and strike, Chinese workers do not have

any power to bargain with employers (Chen, F. 20073).
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enforcement were major concerns. Numerous operdtfmmoblems arose after the
law came into effect in January 2008. For examgdene employers over-utilized
short-term contracts and sacked employees peritydtocamaintain flexibility?®’ In

face of these problems, the State Council issuetipglementary regulation in

September 2008 to provide more specific explanaifdhe law®®®

In summary, relationships between employers andl@meps are very
complicated. They depend simultaneously on theesaatl ownership type as well
as an employee’s social strata. The Chinese gowwrhmattempted to regulate
industrial practices by issuing the new “Labour €act Law”. However, the Law’s

effects await further research.

Conclusions

In this chapter, we discussed three sets of ralsiips among China’s industrial
relations actors at the micro level, namely betwagass roots unions and
employees, grass roots unions and employers, amdede employers and

employees:

1. Except for a short period during the Cultural Retioin, the tradition of
grass roots unions in China was as tame agentseoparty-state. This heritage
caused them to function simultaneously as “politegension organizations” and
“interest protection organizations”, even after 997These two different
organizational positions are somewhat self-conttady. | argued that unions
responded to superior party-state ACFTU authoritreguests while satisfying

some worker demands along the way.

887 |nterested readers may refer to “ImplementatiovbRms of the New Labour Contract Law”,
Jiefang Daily 14" March, 2008; “Issues triggered by the New Laboont€act Law”, Worker’s

Daily, 19" Sep 2008; “In Response to Hot Issues of the NeourContract Law”, Official website
of central governmenhttp://www.gov.cn/gzdt/2008-04/08/content 9394 7®.hiast accessed on

21st Jan 2009). More journal reports can be foangarious media.

688 State Council (2008).
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2. After studying the history of relations between sgraoots unions and
employers, we concluded that relationships betwgesss roots unions and
employers varied dramatically in different histafigperiods; before 1956, during
1956-1979, and after 1979.

3. Focusing discussion on employer-employee relatipsshfter 1979 we
undertook a general description with particulararegto an employer’s “operation
scale” and “ownership type”. We concluded that stdal relations practices in
large enterprises are relatively formalized, whilose in medium and small

enterprises vary dramatically in accordance witmesship types.
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Chapter Seven

Conclusions and Future Studies

In this concluding chapter, | first summarize dletmajor findings in the previous
chapters, then briefly discuss the implicationsthad research, and finally point out
possible future research topics in industrial retet in China.

7.1 Conclusions

A New Industrial Relations M oddl

Having examined existing literature on general ey industrial relations theories in
the first chapter, | argued that a typical thregypanalytical framework does not fit
well with the realities of China’s industrial ralats. Having regard to the classic three-
party model and Taylor et al's (2003) revised fparty model, | developed a “Six
Party” analytical taxonomy (depicted in Figure dr8page 28). In this new taxonomy,
the six parties are the major actors in contemgadtdnina’s industrial relations, namely
the Party-State, the Employer Associations, the ACRhe Grass roots Unions, the
Employers and the Employees. This framework alkestanto account the differences
between China’s macro and micro level environmehtsordingly, it distinguishes the

relationships among industrial relations actorsvelend at the workplace level.

This analytical taxonomy, | believe, is a contribatto the understanding of
China’s industrial relations. By applying it, resg@gers can analyse China’s industrial
relations in a comprehensive manner and draw maopeisticated conclusions about

the complicated inter-relationships among differiadustrial relations actors. The rest
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of the thesis presents an overall picture of Chlinadustrial relations based on this
taxonomy. Part Two of the thesis focuses on theustrahl relations actors’ own

characteristics, leaving to Part Three the disoussf relations between them.

To the best of my knowledge, this is the first e to deal with the topic in
such a comprehensive way, and this thesis therefoné&ibutes to a more thorough

understanding of China’s industrial relations, esgéy for western readers.

Thelndustrial Relations Actors

Part One of the thesis (Chapters 2, 3 and 4) digsuis detail the history and current
status of the six industrial relations actors inn@h The conclusions are summarised
below:

1. The Party-state

The “Party-state” system penetrates every aspedh@fpolitical, social and
economic life of China. As a sub-system of the Havasocial system, the industrial
relations system is no exception. Having regarhéoproblems of Taylor et al’s (2003)
summary of the party-state structure in China’sustdal relation$®® | suggest a
different representation (Figure 2.2, p. 63) of teéevant party-state structure in
industrial relations. | analyse the party-stat@kes in industrial relations as legislator
and labour market regulator, conciliator, arbitradmd mediator, provider of public
goods, employer of labour and labour market dewsloghe party-state, itself a
constant target of reforms in an unprecedentedsitianal period, has not performed

well in these roles, though it has been tryingdasd.

%89 See Figure 2.1 (on page 60).
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2. The All-China Federation of Trade Unions

Taking into account the ACFTU’s history and curretdtus, | conclude that it
was and still is an extension of the party-stati#h ¥he roles (as set by the party-state)
of being “bridge and transmission belt for the cection between the party and the
employed masses”. The ACFTU enjoys a monopolisigitipn, legalized by the state,
in affairs related to Chinese workers. Being pegeéd by the party-state, however,
does not mean that the ACFTU has no need to perfany role of labour
representative or to care about the protectionabbuir rights. Since the 1990s, the
situation has changed very much as the pace ofatizskion in China has increased,
and the ACFTU has become more active in the regets; but it remains a question
as to how effective the ACFTU’s activities are. \W4aes the market economy calls for
unions that serve the interests of their membbesAICFTU is constrained by its being
an extension of the party-state. The fundamentablpm confronting the ACFTU is
whether or not to change its role from that of &tjgal (control) organization to that of

an economic (service) organization.

3. The Employer Associations

There are three major employer associations legatligrating in China: the
official “Industry Associations” headed by the CaiEnterprise Confederation- China
Enterprise Directors Association (CEC-CEDA); themsefficial “Chambers of
Commerce”, affiliated with the All China Federatiaof Industry & Commerce
(ACFIC); and the more spontaneously emerging “C@@hambers of Commerce”.
These three types of employers’ associations a@ndi from each other. First, the
CEC-CEDA, as a direct descendant and extensiomefparty-state, has enjoyed a
special (though not monopolistic) position as thmepfesentative” of employers in
official and semi-official bodies, including the tianal Tripartite Conference on Labor
Relations Coordination (NTCLRC) and the ILO. Secortde ACFIC has been
positioned by the party-state as a so-called “dnfitent” organization, aiming to unite

the employers (capitalists) in industry and commefthird, spontaneous employer
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associations began to emerge in China in late 188@shave flourished since 2005.
Though the openings for such free associationsstdtdimited and conditional, their
emergence is an important change in China’s palitiand industrial relations

environment.

4. The Grass Roots Unions

The positioning, roles and functions of the ACFThdathose of grass roots
unions have become quite different from each atinéne context of China’s transition
towards a market economy. Consistent with the ne@P GQeadership’s policy of
“constructing an harmonious societi ¢ fli+1:25)”, reforms of grass roots unions
began to take off after the new leadership cane patwer in 2003. Measures were
taken to reform the grass roots unions so as tolnihae external changes. Two reforms
were the most significant and eye-catching: onecéifig the election of the leaders of
grass roots unions (the “representation” issue)thadther the manner in which grass

roots unions perform their roles (the “functionSu®). | conclude that:

e The authorities hold a complex attitude towardedtielections in grass roots
unions, knowing that they are a two-edge sword.tli@none hand, they can
help to reduce bureaucracy and enhance the e#eetss and efficiency of
the officially-run grass roots unions; on the oth#tte election of union
leaders may trigger domino effects and endangepakigcal structure, as in
Eastern Europe in the 1980s and 1996s.

e As the grass roots unions are sandwiched betwegiogees and superior

official organs, they are in the difficult positiai trying to please both sides

%9 For this reason, though most of the items inABETU’s 1992 document “On Grass Roots Unions’
Representative Conference” can be seen as corsigitbnbasic democratic practice, there were also
clauses meant to protect the existing system aged the bottom-up qualitative change of powat th
might possibly be triggered by direct electionse Huthorities are only willing to grant relativetore
flexibility and freedom to grass roots unions ofieg in medium and small and non-state-owned

enterprises, which, unlike SOEs, are usually ouhefcontrol of the party-state.
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—usually without success. It is questionable, tioees whether they can

really play a significant role in protecting workélegal rights.

5. The Employers

After 1979, and especially since 1992, the charamt€Chinese employers have
become more diverse, ranging from infamous “swéaips” to highly modernized
enterprises applying human resource concepts. Ueatigat, besides external factors
such as the business and political environmentgnserprise’s internal characteristics,
in particular its operational scale and ownersiet have even more significant and
direct impacts on its industrial relations behavioutherefore identify “Operation
Scale” and “Ownership Type” as two dimensions faffedentiating Chinese
enterprises, as shown in Figure 3.1 (on page 12 &ccordance with this segmentation,

| discuss the attributes of the various types gblegers.

6. The Employees

After clarifying the concept of “employee” and d@iféntiating it from the more
political concept of “working class”, | argue thatproper stratification of Chinese
employees is needed if we are to analyse theiatsitos in contemporary China’s
industrial relations. By synthesizing (with certa@visions) three existing approaches
to stratification®®’ | segment Chinese employees in the way showngnr€i4.1 (on
page 143). | identify and discuss three dichotom&SE employees vs. non-SOE
employees; rural migrant employees vs. urban enegleyand white-collar employees

vs. blue-collar employees.

%91 These were proposed by Ping, X. Q. (2005), S¥e(2006), and Liu, K. B. et al. (2005).

252



Chapter Seven Conclusions and Future Studies

Relationships between Actors

In Part Three (Chapters 5 and 6) | discuss in dataé sets of relationships among
China’s six industrial relations actors above tlwkplace level, at the workplace level,

and across the different levels. | reach theselosions:

1. Party-state and ACFTU

After analyzing the interactions between the patgte and the ACFTU during
various historical periods, | argue that even thotige ACFTU was an extension
organization established by the party-state, thelmtions were not always a simple

case of “subordinate obeying the superior”:

e During the period 1921-1949, when the party wadermting for power, the
ACFTU was under the direct leadership of the Cher@emmunist Party.

e In the period 1949-1979, the ACFTU went throughfedént stages, from
being a tame puppet of the party-state, to strangglunder the manipulation
of leaders with political ambitions) for some freed of development, to
being crushed into submission, and finally to bedrsgarded completely.

e Since 1979, in the context of dramatic social titéors the relationship
between the ACFTU and the party-state has retutmedtype of “mutually-
cohering interest relation” similar to that whicxisted before 1949, with the
party-state changing the positioning of the ACFTahf a social controller to

a social stabilizer.
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2. Party-state and Employer Associations

Employer associations have shorter histories, iiita involvement in the party-
state’s internal political struggles, but the dsir of employer associations has made
the relationships between them and the party-$¢atecomplicated. Each of the three
types of employer associations has a distinctil@iomship, according to its specific

characteristics, with the party-state:

e The CEC-CEDA, as a direct extension of the paryesthas gone through
various transformations since the 1990s, with nemctions set by the party-
state, acting as an outlet for redundant officidising the streamlining of
governmental (industrial) departments and helphey government shift from
“departmental management” in the planned econoniyntlustry management”
in the market economy.

 The ACFIC, as a “United Front” organization outsite party-state system,
has relatively more independence and freedom;Hauparty-state maintains its
indirect control over the ACFIC through the mecksam of the UFWD-CC-
CCP, the “democratic parties” and the NPPCC.

« The party-state’s attitude towards spontaneous @yapl associations has
gradually become more accepting as reforms haveethee; but the civil
chambers of commerce still must win the supporthef party-state system,
sometimes by controversial measures, if they amet@lop under the current

system.

3. Tripartite System

The National Tripartite Conference on Labor Relaic€Coordination provided a
new platform for the coordination of labour relasoabove the workplace level. | argue,
however, that though the tripartite system wasioaity supposed to be a platform for
equal communication among the state, employerseamgloyees, it has evolved into
yet another organizational ‘knick-knack’ in Chingarty-state system. This is due to

the characteristics of its major participants - Mmistry of Human Resources and
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Social Security (MOHRSS), the ACFTU and the CEC-@EDall with bureaucratic
working styles as governmental or semi-governmesrigdnizations. The key problem
lies in the absence of free associations. The {shaty has chosen to ignore this
problem because its solution will pose a dilemmaheugh a tripartite scheme
represents an irreversible trend in the emergeho#vib society, where citizens form
their own organizations for coordination and negjodn, it may, sooner or later, lead to
a challenge against the totalitarian power of thdypstate when people get used to

having their own representation.

4. Grass Roots Unions and Employees

Except in the short period of the Cultural Revauatiduring which spontaneous
workers’ organizations rebelled against the patdéyes grass roots unions in China
have a long-held tradition of being tame tools lné party-state. This heritage has
caused them to function simultaneously as “politieatension organizations” and
“interest protection organizations”, even after 9%hd in today’s environment with
economic construction as the central task. Thesedifferent organizational roles are
somewhat self-contradictory: more often than nohions are state-authorized
mediation organisations, with the purpose of maiirtg social stability, rather than
representative labour organisations. | argue tmatunions respond to superior (party-
state as well as ACFTU) authorities’ requests whatéest, satisfying only incidentally

some of the worker members’ demands.

5. Grass Roots Unions and Employers

After studying the history of the relations betwegrass roots unions and

employers in various periods, | conclude that:
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e Before 1956, the grass roots unions, in dealing witvate employers, acted
under the guidance of the party-state to implentleatparty-state’s policies
such as the “Five Antis” and the “Socialistic Trimmmation”.

e From 1956 to 1979, there was a single employerhm&; the party-state,
which “employed” all of the Chinese working popudait Grass roots unions
in SOEs played multiple roles in assisting managgmas well as being
agents for the party-state within enterprises.

e After 1979, unions continued the tradition of sulsgnce to the employers
(as in the period 1956-1979). Whereas before 18&9 supported the party-
state (which was the only employer), after 1979 thepported employers of
various types. It is the grass roots unions’ prgexh dependence on
employers since 1956 that prevents China from dgwej a modern

industrial relation system.

6. Employers and Employees

Taking into account the diverse types of employerd employee®? | identify
40 different possible types of relationships betwemployers and employees in China,
as shown in Figure 6.1 (on page 241). Focusingdiseussion on the employer-
employee relationship after 1979 and attempting emegpl description of the
relationship with particular regard to the empldyer‘Operation Scale” and
“Ownership Type”, | conclude that industrial retats practices in large enterprises are
relatively formalized, while those in medium andadinenterprises vary dramatically in
accordance with ownership types. This is due tddbethat the Chinese government’s
retreat from economic dominance in the planned @tgnhas led to the other extreme
of laissez-faire, leaving the employers with de@spowers in their interactions with
employees. However, there have been some signsaofge since 2007 when the new

Labour Contract Law was promulgated.

%92 See Figure 3.1 (on page 127) in Chapter 3 anar&ig.1 (on page 143) in Chapter 4.

256



Chapter Seven Conclusions and Future Studies

7.2 Future Studies

With China’s accession to the WTO, Chinese low gostlucts have out-competed the
export industries of most other developing cousirand even the developed countries
are now beginning to feel the growing pressurehefsé products. The low cost of
Chinese products was, and largely still is, builtGhina’s over-use of its resources — in
particular its human (labour) resources. Therefarggrowing awareness of China’s

industrial relations issues has spread world-wide.

This thesis attempts to present to the readersoadbdescription of Chinese
industrial relations. By revising the classic thpsety model of the western industrial
relations theories, | develop a six-party modelta&e into account realities and
practices with “Chinese characteristics”. This e tfirst and, | believe, the major
contribution that this thesis makes to the knowéed§ industrial relations studies, in
particular to the study of Chinese industrial rielas. Then, following the guidance of
the model, we discuss one by one the situationallothe six Chinese industrial
relations actors as well as the nine sets of irgltionships between them. This is, as
far as | know, the first academic attempt to dravulapicture of Chinese industrial

relations in a comprehensive manner.

| believe that the discussions and conclusionshefthesis will be valuable for
those interested in China’s social development p@mticular, the development of
modern industrial relations). | hope that my fastempt to revise a western industrial
relations analytical model for adaption to the realities ohia will elicit other

scholars’ research interest in the matter and $am@mdurther discussions.

However, as the study of Chinese industrial refetis in its infancy, there are so
many frontier areas in needs of research that ilmmossible for one single piece of
research such as this thesis to cover all the nt@jics. Inevitably, there remain many
unsolved issues, calling for further research andlyasis. For example, limited by
length, we have not touched upon the cross-leVatioaships as depicted in Figure 1.3
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(on page 28); but this does not mean that thistspio- is unimportant. | have made

some preliminary studies of these cross-levelimiahips which show:

1. The relationship between Party-state and Employwbsen dealing with the
theoretical relationship with the employees and waeking class, the state system
basically followed the party documents; but thdestaattitude was relatively clearer
than the party’s, recognizing the working classtsnmal leadership through all the
years. However, the nominal “leadership of the wagkclass”, as stated in both the
party’s and the state’s constitutions, has nevenke reality. The actual relationship
between the party-state and the employees wassgtdsein the pre-reform era 1949-
1979, based on the party-state bureauccksh to be acting “under the leadership of
working class” while in return, the party-state ezded ordinary workers with certain
honorary positions and economic benefits. Afterréfferm (especially after 1992), the
party-state not only gradually marginalized workerghe country’s political life but
also set aside its responsibilities for workergremmic welfare.

2. The relationship between Party-state and Employsnge 1949, there have

been several phases in the relationship betweepstitg-state and the employers:

e During the period 1949-1956, the relationship benvéhe party-state, the
employers, and capitalists was a trilogy of usstrie and transform. The
party-state first used the capitalists for theessaeconomic recovery, then
restricted their development, and finally transfedrall private enterprises
into SOEs.

e During the period 1956-1979, the party-state wasotily employer in China.
There was no interaction between the party-statietia® employer, as these
two were one.

e The relationship between the party-state and thelarars since 1979 has
gone through three sub-stages: from one of restri@ncouragement of
private employers (1979-1988), to one that returteeddeological caution
(1989-1992), and finally (since 1992) to one thatbded a new structure of
economic-political collaboration between the patgte and the employers

(some of the latter being ex-officials of the pastgate or ex-SEO cadres).
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3. The relationship between Employer Associations Emgbloyers: the right of
choice fundamentally differentiates the relatiopshetween employer associations and
employers from that between ACFTU and employeesvdver, the three types of
employer associations behave differently in thattrent of their employer members:

e The CEC-CEDA, as a typical semi-official organipatiis most detached from
the employers whom it is supposed to “represent”.

e The ACFIC's central level and grass roots levelaoigations have very
different working styles, with the former being irt the control of the party-
state while its grass roots branches allow spootaecivii chambers of
commerce to be only “nominally under” the flag oCRIC and to operate
independently.

e The newly emerged civil chambers of commerce haweiged new choices of
association to the employers, in which the leadees no longer arbitrarily

appointed from top down but are chosen at theafithe employer members.

The above are some results of my preliminary studyhe cross-level relationships in
the Chinese industrial relations arena. We of aoumsed to do more to reach some
meaningful conclusions. Besides this, | have asatified other research questions,

as listed below, that may interest academics irCimeese industrial relations circle:

1. What is the appropriate approach to tackle Chinadustrial relations
problems? Unitarist, Radical, Pluralist or the éhsgnthesized?

2.ls it possible to define a universal labour staddaaking into account the
huge variation in productivity and living standaetsund the world?

3. Does the ACFTU, as a legally monopolistic orgamigthave the intention
and motivation to trigger self-reform? If so, hoffeetive would the reforms be? If the
monopoly position were broken, making room for feessociation of labour, would
there be chain effects such as those leading tertteggence of ‘Solidarity’ in Poland?
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4. Why is it that in a “socialist country” nominallyed by the working class”
such as China, the breakthrough of free associagform has come not from the
association of employees but from the associati@mployers (capitalists)? How will
the civil chambers of commerce develop in the cdanté China’s mixed system of
market economy and authoritarian politics?

5. If there is no reform of the ACFTU and the uniorsteyn at the macro level,
can there be any significant improvement at theranlievel in the grass roots unions’
operational model, e.g. by having reforms such rassgroots union elections, or by
enhancing the welfare and social roles of the grasts uniorf™

6. What are the details of the forty possible sets eafployer-employee
relationships, taking into account the various $yp# employers and employees
identified in Figure 4.1, Figure 5.1 and Figure 77 What are the impacts of the
employment arrangements on working conditions dmadlives of workers and their
families?

7.Who in detail are the “red top” capitalists withoemous access to political
power since 2002? How were they “elected” or sekdhto the core of the political
circle? Can they really represent the interesterdfnary employers and capitalists?
What is the extent of collusion between party-statdres and these capitalists? Will
China go along the road to crony capitalism?

8. How big are the income distribution gaps amdmg émployers, the white-
collar and the blue-collar employees? What are dbeelations between China’s
general economic growth and the respective incomaths of the employers, the
white-collar and the blue-collar employees? Who dbiéshh more from China’s

economic reform?

93 There debates on the welfare and social roleseofjthss roots union. For examples, Cooke (2008 c)
argued that they have a positive impact on empyaerking life and some groups of employees
(particularly employees in public sector) actualsire this function of the trade union; while §en

(2006) dismissed (and even ridiculed) those rofgdhinese unions.
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In addition, more general questions can also bedskgarding how the Chinese
industrial relations affect economic performancel déne working lives of different

groups of workers, as well as the processes ofsindl relations, e.g. labour
participation in daily operation/management, labodrispute and settlement
mechanisms, or collective bargaining/consultatioocedures which lead to collective
contracts. There is also an opportunity to incaag®isome of the “new” actors, e.g.
employment agencies and labour dispute arbitrdimifies, into the conceptualization

of the industrial relations system in China.

These are undoubtedly large questions in needassalisciplinary knowledge
and efforts. | intend to tackle one or two of themmy post-doctoral research, but |
also look forward to cooperating with interestedtipa in researching the other
untouched topics. Therefore, this thesis acts §stbha beginning of a series of related
future studies.

In face of the global financial crisis beginning the end of 2008, to avoid
beggar-thy-neighbor strategies whereby foot-looseidin investors play one low-wage
country off against another, and to protect Chitab®ur rights, it is now the right time
to seek new strategies for Chinese industrial icelat | hope that this thesis and my
other forthcoming studies will contribute towarddetter understanding and a better

approach to the solution of Chinese industrialtietes issues.
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A Chronology of Chinese Industrial Relations

1921 The Chinese Communist Party (CCP) was estieoljsn August of the same year,
the CCP founded the Chinese Labour CombinationeSatat in Shanghai.

1922 Li Lisan established the CCP’s first branahifidustrial workers in Anyuan. Later
in the year, he organized the Anyuan Railway anditj Workers’ Grand Strike,

which was the first strike in China to be led bydditical party and a quasi union.

1925 The Chinese Labour Combination Secretariadl fieé second national labour
conference in Guangzhou and founded the All ChiedeFation of Trade Unions
(ACFTU). In the same year, the ACFTU led the twostnmmfluential labour
movements in Chinese history, the “May 30 Movemeatid the “Canton-

Hongkong Grand Strike”.

1927 The second and third armed workers’ insuwastin Shanghai partly led to the
“4-12 Incident” and the break-up between the Kwanilitung (KMT) and the
CCP. The CCP was then forced to retreat to thé aueas and start the 22-years-

long military struggle.

1948 The ACFTU resumed work and held the natioaladlir conference in Northeast
China (the CCP-controlled region).

1949 The CCP formally seized power in the mainlafidChina and established the
People’s Republic of China (PRC).

1952 The party-state launched the “Five Antis” nmoeat against the capitalist class

and individuals.

1956 99% of industrial enterprises and 85% of th@mercial companies in the private
sector became “joint ventures” (i.e. nominally jbhnowned by the state and
private owners), which signalled the basic comptetiof the “socialistic

transformation of capitalist industry and commerce”

1958 The ACFTU propounded the slogan “struggle tfee die-out of unions” and

closed all branches at or below county level.
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1966

1976

1978

1979

1988

1989

1992

1994

1997

2001

2002

2007

The Cultural Revolution broke out, and the AORwvas forced to cease operation.

Various “Rebellious Workers’ Organizations” wer¢addished during the period.
The Cultural Revolution was formally ended.

The ACFTU’s 8 national congress was held, signifying the ACFTt#trn to

normality after the Cultural Revolution.

The reform and open-door policy began to becede (the policy itself was

formally issued in Dec. 1978).

The constitutional revision signified legat@gnition of private enterprise for the

first time since 1956.

The death of Hu Yaobang triggered the Tiamran- Square Incident (from late
April to early June, 1989), which was a nation-witignocracy movement. During

the time, a few spontaneous workers’ organizatwere established.

Deng Xiaoping reaffirms his determination tontinue the market-oriented

economic reform during his “Southern Inspection”.
China inaugurated its first Labour Law.

SOE re-structuring began and lasted for almak&cade, during which millions of

workers were laid off.

The National Tripartite Conference on Laboataons Coordination (NTCLRC)
was inaugurated, providing a platform for the camation of labour relations

above the workplace level.

China entered the World Trade Organization (WTO).

The CCP’s sixteenth national congress for fitet time recognized private
business owners as ‘“constructors of the socialisttuse with Chinese

characteristics”, and the party membership was egpén all social classes.

China inaugurated its first Labour Contraatvevhich became effective in 2008.
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Glossary
(RIBVERE)
English Chinese
All China Federation of Industry & Commerce HAe A [E TR G2y (LR
(ACFIC) )
All China Federation of Labor Unions (ACFTU) AR R TS (B R)

American Federation of Labor and Congress of
Industrial Organizations (AFL-CIO)

(GEHED 957 k-7 Ik

Blue-collar (ANEEAA 55 BN B5 20 TN
China Central Television (CCTV) rh ] b B (A )
China Democratic League (CDL) rh [ B 3 [R] R

China National Democratic Construction Association .
PEREREE S (IGE)

(CNDCA)

Chinese Communist Party (CCP) Hh [ S A

Chinese Labour Combination Secretariat T ESF A G ICE (B RHTH)
Central Committee of CCP (CC-CCP) Hp L e 2 oy

Central Cultural Revolution Team (CCRT) by e o

Central Military Committee (CMC) WA

China Enterprise Confederation- China Enterprise
Directors Association (CEC-CEDA)

AR HH AR )

Collectively Owned Enterprise (COE) AR Al
Communist International (Comintern) L= B
Crony capitalist BT TEA S
Employment Relationship JERK &R

Fixed Dividend SE

Foreign Invested Enterprises (FIES) AR TR Al
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Glossary

Four Horses Sharing the Fodder

VY 573 e

Free-rider CRMEET (B0 EE)
Industrial Democracy Tk R

Industrial Relations System TR R RS
International Labor Organization (ILO) [ B 57 L2020
International Organization of Employers (IOE) I B e 3= 2 21

Joint-ventures (JVs)

Kwo Ming Tung (KMT, also known as the Chinese

Nationalist Party)

Labor Problems

PAMETE (B ) ARk

Hh R 5

57 1 ) {

Labor-Capital Relations IR R
Legitimacy 1E 4%

Grass Roots FARRY R )
Human Resource Management N I8 B

Independent Statutory Authorities
Industrial Relations
Job Regulation

Joint-ventures (JVs)

BSTAT B B

Mass organizations AR
Multi-national Companies (MNCs) B [E A7
Ministry of Commerce (MOC) i 2530
Ministry of Civil Affairs (MCA) PROBHS

Ministry of Foreign Trade and Economic

Cooperation (MFTEC)

Ministry of Health (MOH)

(J5) b B

A

Ministry of Human Resources and Social Security
(MOHRSS)

N3 B PR 2 DR B S
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Ministry of Labour and Social Security (MOLSS)
Ministry of Personnel (MOP)
Multi-disciplinary research

National Development and Reform Commission
(NDRC)

National People’s Congress (NPC)

National People’s Political Consultative Conference
(NPPCC)

National Bureau of Statistics (NBS)

National Red Laborers’ Rebellious General
Regiment (NRLRGR)

National Tripartite Conference on Labor Relations
Coordination (NTCLRC)

Neoclassical Economist

Peaceful Redemption

People’s commune system
People’s Congresses (PC)
People’s Democratic Dictatorship
People’s Liberation Army (PLA)
People’s Republic of China (PRC)
Personnel Management

Pluralist Approach

Politburo

Privately Owned Enterprises (POES)
Radical Approach

Red International of Labour Unions

Regulatory Agencies
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Rule of Man ANif
Rule of Law iR

Shanghai Workers’ Revolutionary Rebellion General i T\ i U w23 (L&

Headquarters (SWRRGH) )

Social Science Academy of China (SSAC) A E A 2 R B
Southern Inspection (KB/NF) B
Standing Committee of Politburo (SCP) BUR R 4R
State Administration for Industry & Commerce N

(SAIC) [ X R AT B PR
State Capitalism KA T

State Developmentalism FE K e 32

State Economic and Trade Committee (SETC) (5) ExR& A=
State-owned-enterprises (SOES) ESEE R4

State-owned Assets Supervision & Administration

o A7 78 7= I B B 4y (B9 )
Commission (SASAC)

State-owned land system b A o
State-sanctioned | LS N

Supreme People’s Court (SPC) o N IR B

Supreme People’s Procuratorate (SPP) e N IS 525t

Union of Soviet Socialist Republics (USSR) PiNiis

Unitarist Approach 2 B R AT
United Front gk sk

EJSIi:t\TVdDI-:cr:o(r;t(;/l(:; Department of CC- CCP o G

White-collar (M SCHR T AR (19) F AR B4
Works Councils (R Bt [ S ) T AR 2
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