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Cui Zhiyuan
How to Comprehend Today’s China

An Interpretation of the “Comparatively Well-Off Society”

How, in the final analysis, is one to comprehend today’s China? This is a puzzling intellectual and moral question. On the one hand, when one looks at the Sun Zhigang incident, the corruption, the increases in laid-off workers, and at other such phenomena, one could say that social contradictions have become vary salient. If, on the other hand, one makes comparisons with other countries in the world, China’s reforms have gained quite a number of successes. When I go to Russia for meetings, it is very hard to find a medium-grade restaurant in some big cities. All one sees are either handcarts selling cookies or other such snacks in the streets, or luxury five-star hotels. This would seem to indicate that although inequalities of income and large regional differences have emerged in the course of China’s reforms, the beneficiaries of China’s reforms are, on the whole, more numerous than in Russia. It is very difficult to make a complete judgment of China, and the observations people make from different angles all hold a certain amount of validity. Hegel once said that truth is the entirety, whereas our observations are often partial. How should one comb out the threads of many different views that may be one-sided but that do make a certain amount of sense? This requires putting together a new conceptual framework that unifies the overall situation, and resorting all the specific and partial observations. According to my personal reading, putting forward the concept of a “comparatively well-off society” was an exploration into, and a quest for, this new conceptual framework. 

The theory and practice of a “comparatively well-off society” require abundant spiritual resources, as well as critical reference to humankind’s existing theoretical achievements. I maintain that “petty bourgeois socialism” can become part of the spiritual resources of a “comparatively well-off society.” We all know that Marx once conducted a profound critique of the “petty bourgeois socialism” advanced by John S. Mill, Henry George, and P.J. Proudhon, in the belief that “petty bourgeois socialism” could not guide the proletarian revolution to success. This is undoubtedly correct. One of the eccentricities of historical dialectics, however, is that after the socialist revolution guided by Marxism attains success, the proletariat cannot forever remain proletarian. Marx long ago pointed out that communism is not only designed to do away with the bourgeoisie, but will also do away with the proletariat. Strictly speaking, a proletariat, or working class, in the sense of one that simply sells labor power, should no longer exist in a socialist society. But clearly a society should not forever allow only a minority of people to get rich. “Comparatively well-off,” or “common prosperity,” may well be read as a “universalization of the petty bourgeoisie.” 

In fact, in the course of its reforms, our country has already made many references to the theories of “petty bourgeois socialism,” the most salient of which is the proposition of a “socialist market economy.” Anyone who has read the works of Mill and Proudhon, translated and published by the Commercial Press, knows that combining socialism and the market economy is the central economic viewpoint of “petty bourgeois socialism.” Today, we make wide use of the term “modern enterprise system,” but one of the basic features of the modern enterprise system—limited shareholder responsibility—was legislated into existence by a motion made by Mill in the British Parliament in the 1850s. However, in The Wealth of Nations [1776], Adam Smith had opposed limited stockholder responsibility, maintaining that it went against the logic of the system of private ownership. Why did Mill advocate setting up the limited shareholder responsibility system? This is an outcome of his “petty bourgeois socialism.” After the 1848 Revolution, Mill added a chapter to the third edition of Principles of Political Economy titled “Of the Future of the Labouring Classes.” His advocacies of socialism are clearly reflected in the subtitles of the fourth, fifth, and sixth sections of that paragraph. These subtitles are: “Section 4. The Gradual Abolishing of the Employer-Employee Relationship,” “Section Five. Examples of Partnerships Between Workers and Capitalists,” and “Section Six. Economic Partnerships Among the Workers Themselves.” Mill’s own words are worth quoting: 

[Members of] the working class . . . will not be content with a perpetual state of being employed. To become employers, they may be willing to be employed workers at first, but will not be willing to serve as employed workers all their lives. In such new and rising countries, where both wealth and populations are swiftly growing, the working people generally serve as employed workers at first,  then work independently a few years later, and eventually become employers. However, in the heavily populated ancient countries, people who start out being employed workers generally remain as employed workers for the rest of their lives unless they become the subjects of government relief. At the present stage of human development, thinking with regard to equality is becoming increasingly widespread among the poor, and the spreading of such thinking can be prevented only by completely abolishing the freedom of the press, or even by completely abolishing freedom of speech. And so it may be forecast that humanity will not be forever divided into two hereditary classes—the employer class and the class of the employed workers. . . . The employer and worker relationship will be gradually replaced with a partnership relationship. This partnership relationship will take one of the following two forms: In certain situations, the workers and the capitalists will run partnership businesses; in other situations, and perhaps ultimately, the workers will run businesses among themselves. 

Next, Mill mentions examples of workers and capitalists running partnership businesses: “All people who make contributions to the enterprise, whether the contributions are in the form of work or money, will possess shares in the enterprises just as partners do, irrespective of the size of their contributions.” Interestingly enough, Mill maintains: “Every seaman on American ships who goes to do business with China has the right to share in the profits of the voyage. This is a long-standing custom. It is said that the conduct of these seamen is very good for this reason, and they seldom come into conflict with the Chinese government or Chinese people.” Whether Mill’s observations on the participation of American seamen in profit sharing is accurate or not, his examples of workers and capitalists running partnership businesses are quite similar to the “joint-stock cooperative system” that has existed in China’s rural areas since the 1980s, because under the “joint-stock cooperative system” not only does the investor of capital (generally the village government) possess shares, but the laboring people also possess shares simply by contributing labor, without having to invest any funds. It was precisely for the sake of enabling the development of partnership enterprises similar to the “joint-stock cooperative system” that Mill promoted in Parliament the universal establishment of limited liability stock holding (previously, limited liability companies, such as the East India Company, could only be established through special concession). Mill put it very explicitly when he said: 

The profits from fishing on the southern coast of England are distributed in the following manner: Half of the catch goes to the owners of the fishing boat and the fishing nets. The other half is divided equally among the members of the crew, but the latter have the obligation to help with repairs on the fishing nets. The enormous contribution of Mr. Babbage rests in the fact that he pointed out the feasibility and advantages of generally applying this principle to the manufacturing industry. Approximately sixty years before that, an entrepreneur in Paris, a M. Leclaire who owned a house-painting establishment, engaged in an experiment similar in nature to this one, and he described this experiment in a pamphlet published in 1842 that drew the attention of certain people. According to his narration, he hired on average two hundred workers and paid them remuneration in the usual manner (i.e., by means of fixed wages or salaries). His own remuneration, apart from interest on capital, consisted of a fixed income to pay for the work he expended and the responsibilities he shouldered as manager. However, at the end of each year, the surplus profits were distributed among the entire complement, including himself, in proportion to each person’s salary. . . . Before passage of the law on limited liability, it was believed that M. Leclaire’s way of doing things could not be adopted in England, because according to previous law, workers could not share in the profits unless they did not assume responsibility for losses. Passage of the limited liability law was a big step forward in legislation, and one of the benefits it brought was to make the above-mentioned partnership business possible. Hence, one can truly adopt the partnership business method today. 

Clearly, Mill vigorously advocated Parliamentary ratification of the limited liability company act in order that workers who became shareholders would not be exposed to excessive hazards. 

Not knowing that the modern enterprise system (the limited liability company) has a background in “petty bourgeois socialism,” some Chinese economists cannot understand the innovative systemic significance of the share-holding cooperative system in China’s rural areas. Instead, they maintain that China’s share-holding cooperative system is neither fish nor fowl—that it is an unconventional share-holding system that does not provide each person with shares according to the amount of money they put in. And so, the Ministry of Agriculture issued a document in 1995, stating that the share-holding cooperative system was invalid and deciding to terminate that system. Fortunately, Zhang Jinfu, after reading an article I wrote, sent a letter to the central government’s Finance and Economics Group, and permission was granted to continue experimenting with the share-holding cooperative system. The subsequently published first volume of the Collected Articles of Zhang Jinfu (Zhang Jinfu wenxuan) has a section about this incident in China’s reforms. I am telling this story because I wish to emphasize that without a new theoretical framework of “petty bourgeois socialism,” it will not be easy to take note of the rudiments of the systemic innovation taking place in China, and it will not be possible to promote further experiments on them. 

In addition to providing descriptive language for analyzing the systemic innovations that have already emerged in China, “petty bourgeois socialism” can also strengthen our self-confidence as we explore systemic innovations. The calls are very strong right now for “protecting disadvantaged groups” and “giving consideration to both efficiency and fairness,” which, of course, is a good thing. But this also reflects the fact that “social democracy” has already become a sort of mainstream policy of “subconscious awareness.”

What is “social democracy?” It is “giving consideration to both efficiency and fairness” under a set system. If we look at the world as a whole, whether it is right-wing or left-wing governments that take the reins of power, their policies are all about the same. For example, Brazil’s new president, who has a worker background and who was quite radical in the trade union movement, has not dared to engage in large-scale nationalization after being elected to the presidency. Neither do right-wing governments dare, after they assume power, to lean to the right, disregard the lot of the workers, withhold social benefits, and so forth. Mexico’s president, for example, used to be the general manager of the U.S. Coca-Cola Corporation in Mexico, but social benefits have improved rather than declined after he became president. The basic presidential philosophies in countries throughout the world seem to have become social democratic. 

I feel that social democracy has many limitations. It seemingly implies that humanity is already devoid of new thought, and that history has apparently come to an end. Since the line of thinking of “giving consideration to both efficiency and fairness” has become a dominant way of thinking, innovations of the social system and of people’s spiritual lives have ceased to be the focus of attention, and efficiency and fairness are given concurrent consideration only under a set system. China’s “liberalist economists” have also been discussing the meaning of fairness recently, but these discussions no longer touch on systemic dispositions or innovations. They hold forth on equality, but merely emphasize paying attention to fairness during secondary distribution. In terms of systemic dispositions (or, in other words, primary distribution), however, they merely want to further promote privatization—“overall privatization,” in popular parlance—while giving the broad masses of laid-off employees some basic livelihood guarantees. My proposal to use “petty bourgeois socialism” for interpreting the “comparatively well-off society” is an effort to explain China by means other than “social democracy,” and to explore the possibility of breaking new paths for China’s system. 

Left-wing and right-wing opinion in the West both maintain that China’s reforms rely mainly on privatization and marketization. When interpreted in terms of petty bourgeois socialist thinking, however, the successes obtained in China’s economic reforms cannot be explained by marketization or privatization. I maintain that China’s “socialist market economy” must be taken seriously—that it is not a sort of political compromise. The essence of the “socialist market economy” is the operation of socialized assets in a market economy, and this is precisely one of the systemic mechanisms for China’s relative success. Most of India’s land is controlled by landlords, and anyone who wants to set up township enterprises must pay land rent to these landlords, but it is not worthwhile for the township enterprises to pay out half of their earnings from profits as land rent. So why is it that township enterprises have emerged in China? This is because land is collectively owned, and one is spared land rents when operating enterprises in one’s own villages and townships. That is why opening the market, and combining socialized assets (land) with the market, has resulted in massive development of Chinese township enterprises, quite unlike the situation in India. 

The land policies advocated by the three petty bourgeois socialists—Mill, Henry George, and Proudhon—all consist of “public ownership of land,” “socialization of land rents,” and market operation by means of inviting tenders market bidding. During China’s planned economy years, user units used urban land without paying for it, and there was no combination of socialized assets (land) and market economy to speak of. In the early period of the reforms, right of land use became compensated, but there was no true market bidding for land-use rights. That was because the departments in charge of land at the various levels of government “had no land in their hands” (the land was used free of charge by the user units). However, the governments of Shanghai, Hangzhou, and other places gradually began to purchase the inventory land that enterprises and government institutions had to transfer because of adjustments in the industrial structure, and began to set up a government land reserve system. In April 2001, based on the experiences of Shanghai and Hangzhou, the State Council issued the “Notification on Strengthening Administration over State-Owned Land and Assets,” and stated that “a purchase and reserve system shall be tried out,” after which large-scale experiments started up marketized business in publicly owned land, known as “bidding and auctioning off reserves.” According to the publication Finance (Cai jing):

In May 2002, the Ministry of Land and Resources issued Decree No. 11, terminating within the country as a whole all land sales agreements of a business nature. Obtaining land on the strength of connections no longer exists, and securing land on the strength of power has become the trend. The benefits that previously flowed into the purses of developers in the form of low-priced land have now, with full justification, become fiscal income in the name of the government. The price of land, in an auction deal concluded in Chun’an, which is subordinate to Hangzhou, actually came to 9.2 times the standard price of land. Xiaoshan recovered, by means of bidding auctions, 1.6 billion yuan in land sales money, or 670 million yuan more than by contract sales. By now, a three-in-one land supply mechanism consisting of a land reserve system, a land supply plan, and an open land market has taken preliminary shape. 

Actually, if we refer to Henry George’s book Progress and Poverty, published [in translation] by the Commercial Press in 1995, we will see that he emphasizes that land rents can only be socialized when land is publicly owned, but at the same time, handled on the market. Sun Yat-sen put forward his theory on nationalizing the land because he was influenced by Henry George while studying medicine in the United States.

By linking up China’s land reserve system with Henry George, I am not attempting to slap the label of petty bourgeois socialism on China’s practice, but only wish to emphasize that we should possess self-awareness with regard to systemic innovations with Chinese characteristics. What is meant by “with Chinese characteristics?” I maintain that it is the existence in China of a combination of socialized assets and a market economy. Because of this characteristic [the system] is not social democratic; it is not simply a matter of talking about equality and conducting secondary distribution but concerns the basic system of primary distribution, which is different from capitalism. However, we still lack a theoretical framework—a self-awareness of Chinese systemic innovation. It makes a big difference whether or not there is such self-awareness, for without self-awareness, we will gradually lose things that we were doing very well in the first place. 

Quite fascinating, however, is the fact that more and more people in our country are exploring in practice the interlinking mechanism between socialized assets and the market economy. For example, since 1996, Hegang city in Northeast China, where there are the most laid-off workers, has registered a rate of economic growth that is not only higher than in the rest of Northeast China, but also higher than in the rest of China. Why? It has not only met the needs of relief for laid-off workers, but relies on real estate development to set in motion the development of other related industries, and has expanded employment. Real estate in many other localities is not likely to push forward the development of related industries because houses are too expensive and not many people can afford to buy them. Hegang, however, carried out systemic innovations in combining public land ownership and the market. According to a study by Ke Ti [pen name of the writer Shou Tigang—Ed.]: “In the early period of initiating large-scale urban residential construction (i.e., from 1996 to 1998), it reduced or waived all of the 24 fees that were obligatory at the time, and implemented a zero land price for housing land. This touched on the land lease premium rate and its distribution during the marketization process of housing.” It would seem at first that this would constitute a loss of land rents, but in fact that was not so. For one thing, differential land rental should belong to the public, and in essence, it should belong to the citizenry as a whole, and not to a minority of Chinese. Thus, because Hegang’s housing reform benefited a multitude of households, the land rentals did not end up in the hands of only a few people. In addition, due to large increases in the number of jobs as a result of rapid growth of the economy, the incomes of [Hegang’s] residents registered considerable increases, and constant improvements have taken place in the city’s production and living environment. Overall, urban values have increased, and differential land rents will generate a cycle of even greater increases in value. All of these may come back into the government’s hands by means of appropriate items of taxation, to be used again for the entire body of residents (the Hegang municipal government reinstated eleven of the fees in 1999). If not for the zero land price policy of the previous period, however, the subsequent land lease premium rates would be no more than pie in the sky. As the saying goes, “If you wish to get something, you must first give something.” Clearly, Hegang’s success was due to the fact that it made systemic innovations in combining public ownership of the land with the market. This was an innovation in terms of “primary distribution,” and not the “secondary distribution” emphasized by the theory of social democracy. 

[In this paper], I have used the modern enterprise system and the land reserve system as examples to show that useful references can be found in the spiritual resources of “petty bourgeois socialism” for the theoretical construction of the “relatively well-off society” and the “socialist market economy.” The magnificent practice of China’s reforms cannot be explained by traditional socialism, capitalism, or social democracy. We must explore new conceptual frameworks if we are to better understand the world, remake the world, and obtain freedom. 
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