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Corruption is a well known problem that has
accompanied the reform towards capitalism. While there are
more prosecutions of corruption cases (for 2003, there were
18,515 major cases, and 123 cases involved over 10 million
yuan), .corruption has become almost universal. Cheng
Wenhao, a scholar from Tsinghua University studying
corruption, pointed out the four new trends of corruption:
going collective; the means becoming more invisible; more
sophisticated in terms of tact and cleverness; going
international.® Of the 109 experts in various fields recently
interviewed by the Chinese Academy of Social Sciences,
40.4% acknowledged the hidden worries, 34.9% believed that
some sections of the masses feel they have suffered a loss,
and 73.4% thought that party and state officials are seen as
having benefited most from the current reform. Only | expert
(0.9%) believed that manual workers and peasants have
gained from the process. Such views indicate the trend of
social polarization, concluded the survey.” The contradictions
between the ruling bloc and the people are ever aggravating,

5 April 2004

! Cited by Ming Pao, 2 March 2004,
* Wen Wei Po, 3 January 2004.

3 Wen Wei Po, 4 March 2004.

* Wen Wei Po, 11 March 2004

* Wen Wei Po, 24 February 2004,
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China

Abusive consequences of China going capitalism are aggravating
- Zhang Kai

The second meeting of the 10® National People’s
Congress that was held in March 2004 made some
amendments to the Constitution. The clause “citizens’
legitimate private property will not be violated” is added to
further defend private property rights and inheritance rights.
At the same time, the Constitution describes private capitalists
as “constructors of the socialist cause”, and deletes the
attribute “exploiters”. Such amendments indicate an all-out go
for capitalism by the Chinese Communist Party and a near
completion of capitalist restoration in China.

State property, as non-capitalist element in the national
economy, finds its weight and role ever decreasing. In a
recent National State Property Monitoring Working
Committee Meeting, it was stressed that the reform of the
management of state property and reform of state enterprises
should be accelerated, and the shareholding system of state
enterprises should be furthered. Such a shareholding system
reform (with absorption of foreign capital, merging, etc.)
applies to most state owned enterprises except a small
minority of enterprises such as those on military production.

Currently, the weight of state owned enterprises in the
GDP is about 30%. Zhang Zhuoyuan, researcher of the
Institute of Economics of the Chinese Academy of Social
Sciences, proposed that it can be further reduced to 20% in his
speech to the National Political Consultative Commitiee. On
February 1, 2004, the State Council issued a directive for a
greater development of the capitalist market, for expansion of
direct investments, and for the market playing a greater role in
resource distribution. The directive encouraged investors to
take a bigger share in economic gains, and fund management
companies and insurance companies to become leading forces
in the capital market.

Ma Kai, director of Development and Reform, gave a
-report to the NPC on the implementation of 2003 naticnal
economy and social development, and on the planning for
2004. He acknowledged that there are many difficulties and
problems that must not be overlooked in our social and
economic development. Not only that some deep-structured
contradictions accumulated over the years have not been
resolved, new problems have arisen. Firstly, peasants’

-incomes have found difficulties in increasing, and grain
production has decreased. The increase rate of peasants’ net
income has reduced by 0.5%, and grain output has decreased
by 26.4 billion kg compared to the previous year. Secondly,
the unemployment issue is serious. There are still 14 million
urban workers displaced from their jobs or unemployed, and
new urban labour force this year is estimated to be 10 million.
This does not count large numbers of rural and surplus labour.
Thirdly, income discrepancies are acute, and low income rural
and urban households face difficult livelihood. Fourthly, there
are structural economic imbalances, and some professions and
regions suffer from arbitrary investments, repetitive low-
quality construction, wastefulness of resources, environmental
pollution, and stress in the provision of coal, electricity, fuel
and transport. Fifthly, there is imbalance in social and
economic development, inadequacy in public health,
sanitation, and rural education. Sixthly, market economic
order is rather chaotic, social credit needs to be strengthened,
and serious industrial hazards are frequent.

Indeed, the increase in peasants’ income has been
dropping. According to official statistics, the increase was 9%
in 1996, but dropped to 4.3% in 2003, and much of this
increase has been due to migrant work that the peasants take

up in the cities. As a contrast, in the last 25 years, China’s
GDP has risen from 362.4 billion yuan in 1978 to 11,669
billion yuan in 2003, and per capita GDP has risen from 379
yuan to 8,469 yuan.

Peasants’ interests have been violated in other manners.
The expansion of urban and industrial projects means that
peasants have lost their land at a cheap price. According to the
estimate of the official magazine Chinese Earth, in the last
two decades, peasants’ farmland appropriated by various
levels of government totalled over 6 million hectares, and
after deducting the compensation paid to peasants, the land
assets appropriated from peasants equalled over 2,000 biilion
yuan.! According to a report by the People’s Daily of
February 2, landless peasants in China today number around
40 million, with an annual increase of about 2 million.

Other problems about peasants® plight have surfaced.
With 130 million surplus rural labour, most have been forced
to seek jobs in the cities. It is estimated that the wages owed
to rural labourers is around 100 billion yuan.” Up to February
this year, the government has successfully recovered 25
billion yuan of wages for rural labourers. In terms of political
representation, while the rural population is 70%, there are
only 1.9% National Peopie’s Congress deputies that have
rural residence, that is, 56 out of over 2,900 people’s deputies.
Peking University scholar Gong Renren said that it is only in
China that open discrimination against peasants exists in the
election laws.

The plight of peasants finds manifestation in the decrease
in arable land and grain output. In 2003 alone, 2% of arable
land was lost over the 126 million hectares of 2002. Whiie
grain production reached the peak of 512 million tons in
1998, it has steadily decreased in the last five years, and
totalled 431 million tons in 2003. This means per capita grain
output has dropped from 414 kg in 1996 to 333 kg in 2003.

The unemployment question continues to trouble China.
This year, the newly increased unemployed population is 24
million (14 million displaced from state owned enterprises,
and 10 million new urban labourers), and this does not
include the 100 million migrant workers from rural areas, and
the 150 million surplus rural labour. According to a survey of
1,500 people from 10 major cities in China conducted by the
Chinese Social Survey Institute during February this year, the
three issues interviewees were most concerned with are
employment and re-employment (98.8%), social security
{(96.1%), and corruption (94.1%).

The polarization between the rich and the poor has gone
more acute. In 2003, the Gini Coefficient in China has gone
above the caution figure of 0.4. 20% of the richest urban
households owned 66% of financial assets, while the 20%
poorest urban households owned only 1.3% of the assets, It is
pointed out by many scholars in China that the urban-rural
income discrepancy in China may be the most serious in the
world, with average urban income being five to six times that
of average rural income. According to a study by South Daily,
in Shenzhen, two years ago, the 10% highest income
households had a per capita income of 68,428.80 yuan,
whereas the lowest 10% income households had a per capita
income of 6,662.04 yuan; the discrepancy was 9.2 times. Last
year, the figures were 75,657.60 yuan and 5,212.32 yuan, the
discrepancy being 13.5 times. These are some consequences
of capitalist developments in China.

(to be continued on p.34)
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