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Economic Growth and Social Order Change in China
ABSTRACT

In 1989, the world was shocked by one incident in China. It was the famous Tiananmen in-
cident in Beijing. The incident was suppressed by force, and the result of tackling the prob-
lem from the root causes was not a worsening of the situation. The problem was contributed
by several factors. but all were directly or indirectly related to the widening income gap in
China.

Since the inception of the economic reforms in 1980, China has attained rapid economic
growth of 10 percent. However, the ensuing rewards have not been fairly distributed. People
with the requisite ability and blessed with opportunities have become prosperous while the
disadvantaged have been condemned to poor living conditions. Regions with better initial con-
ditions have achieved rapid development, while development in the other regions has lagged
behind.

To achieve economic development, the Communist Party had to introduce the market prin-
ciple, which resulted in income inequality. In the rural areas, the people’s communes were
abolished and TVEs (township and village enterprises), including private enterprises, were
promoted. In urban areas, the lifetime employment system and the principle of equality pre-
vailing in state-owned and collective enterprises were abolished, and the regulations gov-
erning the operation of private enterprises gradually relaxed. The results of these reforms
was the high growth in the Chinese economy during the past 20 years, with benefits enjoyed
by all, living in the rural or urban areas.

In the process of economic development, to a certain degree, disparities occurring in indi-
vidual, regional and Rural-urban incomes are likely to have some positive effect on the
national economic growth. However, people at the lower end of the income stratum are likely
to be dissatisfied with a rapid increase in the income gap. If the gap arises as a result of gov-
ernment policy, then it is very likely that the vengeance will be directed at the government,
leading to social instability.

The economic benefits of the liberalization policy were not equally distributed. It is worth
noting the fact that the gap between the rich and the poor continued to widen, and misman-
agement within state-owned enterprises have increased. The working classes, which were
supposed to be the basis of Communist rule, has been affected by the negative effects of the
reforms. High unemployment ratios have been recorded in a country hitherto thought to have
full employment. Workers have become insecure as their social status, which was guaranteed
by the state, has become as insecure as that in capitalist societies. Layoffs and dismissals of
workers have become rampant leading to industrial unrest and sit-in demonstrations at gov-
ernment facilities.

Prior to the economic reforms, labour mobility was controlled by the household register
system. However, the agricultural reform, which that began in the latter part of the 1970s,
exposed the problem of potential labour surplus in the rural areas. To resolve this problem,

the government partially relaxed the laws governing labour mobility, making regional labour
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mobility possible. On the other hand, because of the designation of the coastal regions as spe-
cial developmental areas, the Eastern Regions experienced high growth, necessitating an in-
crease in demand for labour. As a result, labour migrated from the inland to the coastal areas
in the latter part of the 1980s, the so-called 'blind flow’ or irregular mobility.

The theory of economic development stipulates that for an effective use of labour resources
during the period of industrialization, laboud is expected to move from the Rural to urban
areas and from low-income to high-income regions. The problem, however, is that the bar-
rier created by the use of the household register to control labour mobility is still in existence
even though the economic reforms have led to its relaxation. Currently, migrant labours are
not registered in the urban areas and as a result, they are unable to secure the same type of
work as the urban dwellers : the only option for most of them is to resort to jobs rejected by
them. Even if they find the same type of job as the urban dwellers, their wages and other
conditions of service are nowhere comparable.

The market reform measures adopted by the government fall in line with historical de-
velopments and should be highly commended. The problem is how to eliminate the contradic-
tion arising from the ideology of egalitarianism and the reality of income disparity in Chinese
society. This problem is directly related to the justification of the continual existence of the
Communist Party, and if not solved will lead to a lowering of the centripetal force of the
party. The decline in the prestige of the Communist Party, corruption among politicians and
the bureaucracy and the spread of ammonium amply shows the contradictions currently ex-

isting in China.
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