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China increasingly rewards those with the best educational credentials and
highest educational achievement. Unlike the inequities in access to afford-
able medical care, marketization and privatization did not create new barri-
ers, but they did greatly increase the rewards to the winners in educational
competitions.

WEALTH

During the socialist era, Chinese families and individuals had few opportu-
nities to accumulate wealth. In fact, because the regime explicitly collectiv-
ized or expropriated real estate, artwork, or objects of significant monetary
value, we assume that variations in wealth narrowed more quickly than those
in income after 1949 and remained low across the socialist era. Although no
national-level data reliably calibrate the distribution of wealth, changes in
the rental value of housing can serve as proxies for changing concentration
of wealth, and scrutiny of the processes by which land and dwellings are
recommodified can identify the institutional practices that shape accumula-
tion of wealth in the context of communist capitalism (see Chapters 2, 6, 7,
8, and 9 for more detailed analysis).

In the first decade of decollectivization, families in rural areas invested
heavily in home construction, and national survey data document a major
increase in the Gini ratio for rural property income from 0.543 in 1995 to
0.777 in 2002 (Khan and Riskin 2005). However, while the Gini coefficient
for property income increased, there was little change in the Gini coefficient
for either net farm income or net income from household nonfarm activities,
suggesting that as the rural economy abandoned socialist institutions, rural
wealth became more unevenly distributed (Khan and Riskin 2005).

In urban China, value of homes as personal property or in terms of
rental value also provides a metric for assessing the distribution of wealth.
Between the mid-1980s and 2000, the share of urban households in owner-
occupied units rose from about 10 percent to over 75 percent (Davis 2003;
Wang 2003). But because the primary routes to ownership were sales of
publicly owned flats to sitting tenants, home ownership initially reset the
clock of wealth distribution and equalized rather than polarized household
wealth (Khan and Riskin 2005; Meng 2007). More recently, as the real
estate market matured, new inequalities have clearly emerged in terms of
resale value.!? In 2005, the Blue Book of the Chinese Academy of Social
Sciences reported that urban households in the top income decile owned
50 percent of the wealth in 2004, while those in the bottom decile held
only 1 percent (Lian 2005: 21). We would predict that further accumulation
brought by a booming stock market and escalating urban housing prices
in recent years will further distinguish the Chinese population between a
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wealthy strata whose wealth derives from ownership of capital or property
and a majority who rely on their labor.

Urban home ownership is only one example of how ties to organiza-
tions and relationships originating in the socialist era shaped subsequent
inequalities of wealth in the capitalist era. In the countryside, the best ex-
ample has been the capitalization of land owned collectively by village resi-
dents. Between 1987 and 2001, more than 7 million acres of previously
arable land moved into nonagricultural use and an estimated 40 to 60 mil-
lion farmers lost their land-use rights. Local governments, businesses, vil-
lage organizations, and rural families all participated in the process of the
transformation, but local officials reaped a disproportionate share of the
profits. Using data collected in Zhejiang province between 2001 and 2003,
Zhou Feizhou describes how local officials exploited their political control
over land transfers to expropriate the profits from fellow villagers who were
legally entitled to a share of the profits on a per capita basis. (See Chapter
8 for full discussion.) In one county, he found that compensation to villag-
ers and rural collectives accounted for only 7 percent of the total offering
price. Whereas some households benefited subsequently from renting out
houses and participating in nonagricultural activities, most became landless
urban residents. In a parallel fashion, many urban workers have lost out to
managerial cadres and new capitalist owners during the sale of previously
publicly owned industrial assets to individuals under the mantra of property
rights reform. In the absence of a Russian-style privatization, China has
generally avoided the creation of an oligarch class. Yet the differences in the
pace between China and other formerly socialist countries in their respective
processes of privatization should not obscure an important similarity in the
advantaged access to acquiring valuable “public” property from the socialist
economy among the politically powerful.

PROPERTY, OPPORTUNITY, AND
THE DURABLE PARTY STATE

Even as privatization, commodification, and integration into the global
economy have transformed the Chinese society, one critical structural pa-
rameter of the socialist era continues. Thirty years after the death of Mao,
China remains a “durable Communist party-state” (see Chapter 12 for dis-
cussion of how the party-state still shapes occupational mobility). Thus,
contrary to the early predictions of the decline of economic returns on politi-
cal influence (Nee 1989), data through the late 1990s document continued
economic returns to individual-level political capital in both urban and rural
China (Bian, Shu, and Logan 2001; Davis, Bian, and Wang 2005; Walder
1995a, 2002; Zhou 2004). It is also noteworthy that the party has recently
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focused recruitment among the wealthiest industrialists and among students
at universities while generally ignoring farmers and manual workers (Rosen
2004). Indeed, the emerging alliance among political, economic, and intel-
lectual elites under the mantle of “stability” has prompted some Chinese
scholars to predict a social structure that will become ever more clearly
bifurcated between the powerful and the powerless (Sun 2006).

How does the persistent political power led by the Communist Party
adapt itself in China’s postsocialist economy? Two studies in this volume,
one at the macrotheoretical level and the other at the microempirical level,
address the question. In his extension of Aage Sorensen’s concept of rent de-
rived from property right transactions, Liu Xin (Chapter 6) argues that the
relationship between state political power and property rights continues to
be the central mechanism of social stratification even in a postsocialist econ-
omy. Concurring with those who have advanced the argument for power
persistence (Bian and Logan 1996; Rona-Tas 1994), Liu finds that a cadre
class of party officials occupies a privileged status in postsocialist China.
But in contrast to previous scholarship, Liu identifies the causal mechanism
as contractual principal-agent relationships that allow those in positions of
bureaucratic authority to extract excessive rents, an argument that finds
ample empirical support and further elaboration in a recent book on urban
inequality (Wang 2008). For Liu these administrative principal-agent rela-
tions coexist with market power and markets are actually so embedded in
the socialist bureaucratic authority structure that they set market entry rules
and create rent-seeking space. Especially at the local level, officials directly
manage the private sector, and in the absence of democratic supervision or
rule of law, they exercise their “self-serving rent-seeking ability.” Therefore,
the Chinese system of stratification can best be understood as a multidimen-
sional system that includes redistributive power, rent-seeking ability, and
market power.

The durable party-state rule also rests on its ability to improvise in
face of fragility and internal contradictions, as demonstrated in Xueguang
Zhou’s case study of five villages in north China (see Chapter 7). Focused
on political processes by which village-level cadres negotiate central govern-
ment payments to farmers who agree to take land out of corn cultivation to
reduce soil erosion and stabilize slopes, Zhou, like Liu, finds that corporat-
ist institutions are still the major organizing basis for resource distribution
and mobilization. However, he doubts their long-term survival because he
finds that the accelerating privatization of collective firms and new freedoms
to migrate from the villages fundamentally alter the group boundaries and
identities that sustain corporate state institutions. In particular, he finds the
ties of kinship that are not “dictated by the principles of state socialism”
are particularly central. Unlike Liu’s own empirical work (not presented
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in this volume), which focuses on urban surveys, Zhou relies entirely on
ethnography in one rural county. One possible interpretation of their dif-
ferent explanations, therefore, is that, whereas a rent-seeking model that
places the political class at the apex may identify the fundamental processes
of stratification in Chinese cities, it does not apply as well to village com-
munities where family farms and self-employment dominate the opportunity
structure. People living in rural areas where power and resources operate at
household and village levels may experience what Zhou calls “institutional
involution,” in which kinship loyalties and identities replace the socialist
corporatist basis of redistribution.

CLASS FORMATION AND CLASS CLOSURE
IN POSTSOCIALIST CHINA

As the economic, political, and social institutions of postsocialist China con-
tinue to evolve, the increasing income gap and the altered pathways to wealth
have revived interest in class identities and the process of class formation, a
subject that many Chinese tried to erase after the discrimination and horrors
of the state-dictated class labels and the orchestrated class struggles of the
Cultural Revolution. During the Mao period bureaucratically assigned class
labels identified every individual in China, creating the basis of social and
political control and functioning as tools of political persecution. In a sharp
reversal of Maoist criteria of political stratification, the post-Mao leadership
renounced the earlier system of class labels. With relatively little fanfare,
twenty years of politically defined social stratification disappeared; hence-
forth, politicized class labels would no longer determine life chances.!!

Most previous work on social stratification in postsocialist China, in-
cluding our own, has focused on explaining income inequality, most nota-
bly the relative returns on education and political position (Bian and Logan
1996; Davis 1995; Gerber and Hourt 1998; Nee 1989, 1991, 1996; Rona-Tas
1994; Wu 2002; Zhou 2004.) Unequal incomes, not the processes of class
formation and closure, received most of our attention. In part we privileged
debates over income because there had not been time for intergenerational
shifts in class position to solidify and because we lacked extensive data on
career mobility for the years after 1998 (Bian 2002a). However, now that
the postsocialist era has lasted as long as the socialist, it is possible to iden-
tify core elements of the new social order and the emerging institutional
dynamics of social stratification. Three elements stand out.

First, China has shifted from a status-ranked society toward one in which
economic assets trump. Second, the sharp urban-rural divide has eroded,
and for the first time since the mid-1950s, those on the lowest rungs of the
urban income ladder stand below those at the top of the rural ladder. Third,
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income is highest for those who have access to capital, and the previously
favored socialist proletariat has emerged as a relative loser. In short, China
appears to be converging toward a pattern of inequality found throughout
other market economies in which the returns to capital exceed those to labor
and capital is more mobile than labor.

At the same time as the outline of the postsocialist system of stratifica-
tion converges toward those of more established capitalist economies, three
features of contemporary Chinese society serve to slow the solidification
of a new order. First, rapid economic growth has created and continues to
create multiple opportunities for social mobility. In a nationwide survey in
2001, researchers from the Chinese Academy of Social Sciences found that
among those who started work before 1980, 32 percent achieved higher
occupational rank than their fathers; among those who started work after
1980, 41 percent were upwardly mobile. Of those employed between 1980
and 1989, only 30 percent changed jobs and only 19 percent gained status in
the move. Of those employed between 1990 and 2001, 54 percent changed
jobs and 30.5 percent gained in status (Research Group for Social Structure
2005: 217). While job mobility remained somewhat lower than in other
market economies, the acceleration over the 1990s created significant gains
among the youngest cohorts in urban labor markets (Bian, Chapter 12 in
this volume). Nationwide, millions of rural-born youths continue to leave
their villages each year for new lives in the cities (Liang and Ma 2004). At
the same time the success of the one-child policy among urban couples will
continue to reduce the relative proportion of new entrants of urban origins
for another 20 years (Wang 2005). For the immediate future, therefore, we
would expect rural newcomers to transcend the social and economic status
of their parents. The fate of those born to urban manual workers who fail
to gain college education, however, is less optimistic because they are forced
to compete with their rural peers for low-skill service jobs.

Second, continuities with socialist practices embedded in the durable
party-state and a hybrid property rights regime maintain social categories
and group memberships that cut across class divisions (Wang 2008). These
categories and memberships not only shape distribution of job opportuni-
ties and access to capital but also create identities and loyalties that segment
Chinese society. One such group is the rural migrants to large cities. Two
decades after the initial liberalization of migration controls, rural migrants
continue to face economic and social discrimination. In terms of welfare
benefits and political rights, most remain “floaters™ on the surface of China’s
urban society (Solinger 1999a; Wang, Zuo, and Ruan 2002); economically,
they occupy a middle position between the urban born and those still work-
ing in villages (see Gao and Riskin, Chapter 2). In addition to the broad social
distinctions of urban, rural, and migrant, the population is also segmented
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by geographic location, economic sectors, and work organizations that par-
tially homogenize access to political power and economic resources (Wang
and Wang 2007; Wang 2008). Chinese citizens therefore confront a paradox.
At one level, they map and acknowledge the sharp income inequalities for
society as a whole. At another, they recognize and often accept the smaller
degree of inequality in their workplaces or neighborhoods (see Han and
Whyte, Chapter 13 in this volume; Wang 2008).

Third, for several reasons the sense of class-consciousness crucial for
a class to transform from “a class in itself” to “a class for itselt” remains
weak, and the two features of the postsocialist Chinese society just described
both contribute to undermining class-consciousness formation. As shown by
the survey results analyzed in Chapter 13, those economically at the bottom
of the society are not those most likely to reject the reforms or express anger
at current levels of inequality. To the contrary, those in the bottom deciles
express more optimism than those with higher incomes, in part because their
reference frame is with their own past and in part because of microlevel
equality. Case studies in rural China similarly find those who have been
“losers” refuse to see themselves as voiceless or victimized. In Chapter 9
Zhang uses land disputes in Inner Mongolia, Hebei, and Zhejiang to identify
the claim makers and their logics of entitlement. In contrast to legal and eco-
nomic criteria that privilege clear property rights, she found that cadres and
villagers negotiated in a fluid sociopolitical framework in which claims to
property are central to the postsocialist order, and local interests rather than
universal rules determine what is considered just or fair. In a less optimistic
reading of perceived injustice, Ching Kwan Lee (Chapter 14) concludes that
it is inequity, not inequality, that fuels discontent. While aware of the large
gap in incomes, her Beijng respondents were most concerned about the 1m-
moral ways in which certain groups of people have gained their new wealth
and how the new postsocialist order has created new inequalities in access to
medical care and education. Also of note is that across the income spectrum
Lee’s respondents looked for redress from the state, not from horizontal soli-
darities forged in the market or voluntary associations. Certainly the contin-
ued control of the Communist Party over public media and its opposition to
any alternatives to party-controlled organizations reduce the opportunities
for formation of oppositional class-consciousness. But Lee’s results suggest
that many citizens also continue to accept a world in which they first turn
to the party-state for redress.

Contemporary patterns of poverty and wealth have their roots in China’s
socialist period. But viewed in longer historical perspective, the rapid eco-
nomic expansion since 1978 represents only one brief interlude in China’s
long history. Furthermore, as we are reminded by R. Bin Wong’s sweeping
review of China’s experiences since the eighteenth century (Chapter 15),
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there are intriguing parallels with a more distant past that further temper
expectations of convergence toward a more generic twenty-first century
postsocialist society. Intense commercialization, global trade, rural-urban
economic integration, and a unified economic and political elite are not
unique to the contemporary period; these elements also characterized the
Chinese political economy during the late imperial era. Relevant to under-
standing dynamics of class formation and class closure in those centuries
was the absence in China of the sharp class divisions that had emerged dur-
ing the commercialization of English agriculture as well as the absence of
clear social differentiation between those who worked the land and those
who worked in rural industry. Thus, in contrast to the English case that was
so central to the nineteenth- and early twentieth-century Western theories of
class formation, Chinese society revolved around a family economy in which
craftwork remained in households that simultaneously engaged in farming,.
At the same time few legal-institutional barriers stood between people of
different economic or social positions, and traditional Chinese elites were
also more integrated with nonelites than elites in either northern European
societies or Tokugawa Japan. In addition, officials in premodern China ac-
tively promoted agriculture in poor areas of the empire and systematically
regulated migration to balance regional disparities and alleviate absolute
poverty (Wong, Chapter 15 in this volume). Thus, the patterns we see today
of support for the state as an investor and as a redistributor, tolerance of
inequality in the face of opportunities for upward mobility, and strategies
of advancement built around enduring groups of networked kin may be as
rooted in China’s long history as in thirty years of socialism or current eco-
nomic and political configurations of communist capitalism.

China’s postsocialist economic growth has drastically altered the world-
wide mapping of wealth, poverty, and inequality. At the same time, the so-
cial and political processes shaping and defining the dynamic redistribution
provide fertile ground for us to rethink the theoretical approaches to the
study of poverty and wealth. The earlier wave of research in postsocialist
societies focused overwhelmingly on determinants of income inequalities
and revolved around the question of what types of individual characteristics
were rewarded more during the transition to markets than under the social-
ist redistributive regime (Bian and Logan 1996; Gerber and Hout 1998; Nee
1989, 1991, 1996; Nee and Cao 1999; Rona-Tas 1994; Wu 2002; Zhou
2000a). In contrast, in explaining the emerging trends of poverty and wealth
in China, authors in this volume go beyond questions about income inequal-
ity and debates over market transition. They focus instead on multiple out-
comes, multiple actors, and the complex processes embedded in the larger
institutional context. Inequality is generated as individuals arrive at a par-
ticular social position within a preexisting structure and then evolve as they
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progress across the life course within changing social and economic institu-
tions. Such structures are products of historically and culturally defined pro-
cesses created by contemporaneous political, economic, and social forces. It
is such historical and structural forces that make inequality durable.





