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Institutional Reactions to the Impact of
Global Crisis at Source and Destination

Cities of Migration in China

Maria Csanadi
Abstract

This paper relates on the impact of global crisis on China from a systemic point of view.
In what ways external and internal adaptation pressures influenced the transformation of the
party-state system in China? Did reactions have an impact on the transformation of political
or economic system? The purpose of our small field research was to respond to this question
by examining institutional reactions to crisis from late 2008 to late 2009. We have examined
the common and disparate characteristics of institutional adaptation at prefecture level
at sources and destination cities of migration. We have also tried to detect their common
or different sensitivity to crisis analyzing the periods before, during and after the crisis.
We shall reflect on the reasons of prevailing political stability despite sudden large
unemployment, and substantial economic, social and political impact on the party-state
system. The paper uses interviews in 13 prefectures and newspaper analysis of 16 prefectures

from mid 2008 to the end of 2009 complemented by available relevant statistical data.

Keywords: system transformation, global crisis, migration, economic policy reactions,

prefectures

JEL: F5, D78, R58, 108, 015, E24
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Intézményes valaszok a globalis valsag hatasara
a migransokat kibocsajtoé és befogado

prekfekturakban Kinaban
Csanadi Maria

Osszefoglal

Ez a cikk a vildgvalsag hatasat Kindban rendszerszempontii megkozelitésben vizsgalja.
Milyen modokon befolyasoltak a kinai partallam atalakulasat a valsag hatasara kialakul6 kiils6
és bels6 alkamazkodasi kényszerek? A kényszerekre adott valaszok hatottak-e a gazdasagi és
a politikai alszférak atalakulasara? E kis terepmunka célja, hogy valaszoljon erre a kérdésre
a 2008 harmadik negyedéve és 2009 els6 negyedéve kozott lezajlo krizisre adott intézményi
reakciok vizsgalataval. Elemeztiik az alkalmazkodasi jellegzetességek kozos és eltérd vonasait
a migransokat kibocsajtdo és befogadd térségekben prefektardk szintjén. Megprobaltuk
megragadni a kozos és eltér6 vonasokat a krizisre tortént reagalasuk érzékenységében is
a valsag el6tti, alatti és utani id6szakok intézkedéseinek elemzésével. Reflektalunk a politikai
stabilitas tartossaganak hatterére, a partallami rendszerre hat6é hirtelen bekovetkezett nagy
munkanélkiiliség és nagymértéki gazdasagi, tarsadalmi, politikai nyomaésa ellenére.
A cikk 13 prefektiraban készitett interjukat és 16 prefekttira Gjsagjainak 2008 kozepét6l 2009
végééig tartd hiranyagaibol készitett elemzésekre tamaszkodik, amelyek az elérheté megfelel6

statisztikai adatokkal egésziilnek ki.

Targyszavak: rendszer atalakulas, globalis valsig, migracié, gazdasagpoltikiai reakciok,

prefekturak
JEL: F5, D78, R58, 108, 015, E24

Kbdszonetnyilvanitas: Ezaton szeretném megkoszonni az egyiittm(ikodés kinai
partnereinek a munkajat: elGszor is prof. Li Shi professzornak, aki ezt a ritka lehetGséget
biztositotta a szdmomra, hogy csatlakozzak az Australian National Fund-dal kozos migracios
kutatasukhoz a sajat specialis rendszer-szemszogli megkozelitésemmel. Megszervezte az
interjizas lehet6ségét 13 prefektiraban, tokéletes kutatasi asszisztenst jelolt ki tanitvanyai
koziil, engedélyezte hogy az intézmény érdekl6dé doktoranduszai instrukciéim alapjan
résztvehessenek a terepmunkaban és Gjségelemzésben. Nagyon halas vagyok kinai kutatasi

asszisztensemnek Liu Jia-nak, aki kivalogatta a megfelel6 doktoranduszokat, adminisztralta az



Oszes felmeriil§ feladatot a terepmunka soran, a terepmunkat folyamataban végigkisérte,
kezelta a koltségvetést, és a SEBA adatbazisabdl az igényeim szerinti tablakat elkészitette.
Halas vagyok a doktorandusz team tagok - Yang Xiuna, Dai Song, Shenmeng, Kuai and Wan
Haiyuan - lelkes munkajaért, akik rovid, de annal intenzivebb el6készit6 kurzus utan
belevagtak magasrangti prefektira szinti korméanyhivatalnokokkal az el6készitett kérdések
alapjan interjtzni, prefektira szintdi korméany napilapokbol 2008 kozepétSl 2009 végéig tartd
hireket gytjtottek és csoportositottak, és elemeztek a megadott szempontok szerint és végiil
mindezt angolra forditottdk a szadmomra. Nagyon halds vagyok Gyuris Ferencnek,
magyarorszagi kutatasi asszisztensemnek és munkatarsamnak, aki jelenleg a Heidelberg
Egyetemen PhD 0Osztondijasa, aki immar tobb éve biztositja az adatbazisom egységességét,
térképeket, tablakat allit Ossze a szamomra; és akivel konstruktivan megvitathatom azok
eredményeit. Teljes mértékben tdmaszkodtam erre a kis nemzetkozi team-re, lényegi
segitségiik nélkiil sem a kutatds, sem a cikk nem sziilethetett volna meg. A kutatas
finanszirozasat az OTKA tette lehet6vé 2009 és 2010 kozott. Természetesen nélkiiliik ez a

kutatas meg sem kezd&dhetett volna.



INTRODUCTION

Financial and economic crisis that hit the whole world did not avoid China either. However,
the drastic impact of crisis in China was apparently short-lived: in general it lasted from the
fourth quarter of 2008 to the first quarter of 2009. Latest estimates of the World Bank
(Figure 1/a, Figure 1/b) show how drastic but short was the period of the external and
internal impact and how sharp the start of the recovery at different dimensions of the

national economy.

Figure 1/a and Figure 1/b
The depth and shortness of the impact of global crisis and initials of recovery
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During the initials of the crisis in late 2008, 67,000 small and medium sized enterprises,
crucial actors in China’s economyl ceased production. By January 2009 this number
increased to already 100,000, 60% of those were at coastal provinces (Liu, 2009, p. 13).
Orders on national level dropped about 20-30 percent, but there were locations where drop
was 50 or even 100 percent (Liu, 2009, p. 13, referring to Chen, 2009). The double digit
growth of GDP in 2007 dropped to 6.8 percent by the last quarter of 2008, and 6.1 in the
first quarter of 2009, the worst performance of the PRC since a decade (Liu, 2009, p. 2). The
export growth rate which was 23.5 % in 2007 dropped to -2.8 percent in December 2008
(Liu, 2009, p. 11). Initial contemporary reports and later professional forecasts predicted a
longer and deeper overall impact. Consequently, a substantially more dramatic picture was
predicted regarding the chances of export and growth recovery, the absorption capacity of

the labor market and the increase of social tensions and political instability (Demick, 2008,

1 In 2008, SMEs accounted for 58.5% of the PRC’s gross domestic product (GDP), 74.7% of
industrial new value added, 58.9% of sales, 46.2% of tax revenue, and 62.3% of the total export
values. In addition, 65% of patent technologies, 75% of technological innovation, and 82% of new
products were developed by SMEs. Meanwhile, in 2008 the number of SMEs in the PRC reached
over 42 million (around 38 million were macro-small private enterprises). SMEs accounted for
99% of all business enterprises in the PRC, employing 75% of urban dwellers and over 75% of the
laborers transferred from rural areas. In 2007, there were 27.59 million micro-small private
enterprises, 5.51 million small and medium private enterprises, and only 2,950 large private
enterprises (Liu, 2009, pp. 1-2).



Martin, 2008, Chan, A., 2009, Walsh, 2009).2 Based on my theoretical work on
transformation of party-states | have also raised a cautious question about the potential
political consequences of parallel external and internal constraints on system
transformation. Besides theory, this was supported by the empirical experiences of East
European system transformations (Csanadi, 2006), and initial reports on the social,

economic and political developments due to the crisis in China.

THEORETICAL BACKGROUND AND EMPIRICAL SUPPORT

According to my systemic approach, adaptation pressures to external and internal
constraints may catalyze the chances for accelerating system transformation (Csanadi et al,
2009). Transformation in party-states was defined by the withdrawal of party-state network
from different (economic, social, political) sub-fields of the system and the development of
an alternative field (competitive or not) outside the party-state network. Transformation
process involves the variation of the sequence of transformation of different subfields that is

strongly related to the distribution of power network in party-states (Csanadi, 2006).

Figure 2.

Transformation of party-state systems (Csanadi, 2009)

Retreating .
Emerging
party-state
new system
network

My concept was, that as the impact of global growth caused directly macroeconomic

growth and indirectly accelerated the economic transformation in China, global downturn

2 Nonetheless, a press release issued jointly by the Ministries of Commerce and Finance and the All-
China Federation of Trade Unions in June 2009 described the unemployment situation in China as
“dire” and forecasted that total unemployment (of urban and migrant workers) would reach 40
million in 2009 (Jinnian quanguo, 2009).(Chan, 2010, p. 251).



will directly cause economic decline and might bring about adaptation pressures that create
the preconditions of political transformation. China fits this theoretical concept well, since it
IS a party-state system, and it is also in the process of system transformation. External
dynamics has a strong impact on China’s economic dynamics and economic transformation
due to China’s deep integration into the global economy, owing to the substantial role of
foreign trade. In 2007, the share of foreign trade was 66.8, within that, export accounted for
37 percent of the GDP (Cai F. et al., 2010, p.36, 38). Thus, taking the above and also the
export’s multiplying effect on the GDP growth through consumption and investment

channels, (Cai et al, 2010, p. 38) adaptation pressures to external constraints are evident.

However, also uncertainties of these chances were enumerated. First of all, the
differences in the sequence of transformation compared to other transformed party-states:
system transformation in China is characterized by economic, rather than political
transformation first. There is no historical experience of the economic conditions of political
transformation second in party-states. What is also unknown is the degree of sensitivity of
the power structure to economic downturn on the short run. Uncertainties also emerge
concerning the length of the crisis and its connotations for the reversibility of evolving
conditions for political transformation as adaptation pressures ease. As an alternative option
to the effect of adaptation pressures | have forecasted the slow-down of economic
transformation due to increased state intervention and selective resource distribution that
might accelerate the expansion of the party-state network rather than that of the competitive
field.

In practice, the deep crisis in China proved to be short-term, and even short-term varied
for several factors. Consequently, perspectives for the development of preconditions for
political transformation soon vanished. Instead, adaptation occurred on social and economic
fields compensating the potential for short-term political instability, accompanied by the
temporary slow-down of economic transformation.

The purpose of the present paper is to examine this short period of downturn® based on
the above systemic approach of transformation. The aim was to detect the tendencies of
institutionalized measures of local governments reacting to the crisis and the differences of
these tendencies before, during and after the major impact. Measures introduced were
examined at cities that were sources and destinations of migration in China. Migration as an

influencing factor does fit well to the above systemic approach. The immense size of floating

3 This time we shall not deal with the reasons of prior FDI flee causing many thousands of factory
closures and relocation in 2007 and early 2008 connected to the introduction of Labor Law and
central and local measures to compensate overheated economic growth (Wong, 2008, pp. 2-3; Chan,
2010, p. 12; Meng et al. 2009, p 215; Meng at al. 2010, p. 2).
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population, estimated to one third of the total labor force (Chan, 2010)4 is politically, socially
and economically decisive. Moreover, migration is strongly sensitive to the dynamics of
external impacts since it is estimated that in manufacturing, that absorbes about one third of

migrant workers around 80 percent are in exporting industries.

Migration is also spatially sensitive, since coastal area that produces the overwhelming
majority of exports, and where the highest is the ratio of export in the GDP, is the recipient

of about two thirds of all migrant workers (see Map 1 and Attachment 1).

Map 1

Differences in export/GDP (2007) and distribution
of migrants (2005) according to provinces
(all inter and intraprovincial migrant workers on national level =100)

Export Value in Percent of GDP (2007)

50,0-91,6 (5)
250-499 (3)
10,0-249 (5

50- 99 (14)
below 5,0 4
no data 3
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Map 2. shows the exceptional role that coastal area plays as destination for this huge

floating labor force: the ratio of migrants that entered these provinces is dominantly higher

4 About the large deviations behind this average number at coastal cities climbing to 70-80 percent of
local employment see Chan, 2010, p. 8.
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than that of those who leave to other places from coastal provinces. Migrants entering these
provinces are over 80 percent of all migrants moving across provinces. From the opposite
point of view, Map 2 reflects the fact that regional sensitivity does not emerge only at
destinations of migration but also at sources of outward migration. Central and western

regions are sources of over 80 percent of all outward migration (See Attachment 1).

Map 2.

Distribution of migrant workers by provinces according to the ratio of those
leaving the province for other provinces and those coming to the province from
other provinces (outward+inward migrants = 100)

In-/outward migration of the provinces (2005)
150 000
@ F5 000
15 000

B migrants arriving from other provinces Q

[ migrants leaving to other provinces

We can see on Map 3. that coastal provinces are in special position as the share of
migrants that have moved across provinces is larger within the coastal provinces than that
of those who move within the given provinces. Except for Ningxia, at all other places local
migrants moving within their own province are in majority.

12



Map 3.

Distribution of migrant workers by provinces according to the ratio of those
coming from other provinces and those moving within the province
(inter + intraprovincial migrants = 100)

Migrants staying in the given province (2005)

150 000
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15 000
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Thus, institutional reactions to crisis and their differences are important both at
destinations of migration due to their adaptation efforts to external pressures, and at sources
of migration due to their adaptation constraints to internal consequences of external
pressures. It would be ideal to have similar provincial level up-to-date data to examine the
dynamics of migrant flow during and after the crisis period. Still, we are fortunate to have a
national level estimation from Chan about the impact of the crisis on migration. According to
his explanative table (Table 2, Chan, 2010, p. 521) there were 140 million migrants in late
2008. On January 2009, half of the migrants (70 million) returned home, the other half
remained at the destination locations (supposed having kept their jobs). From those 70
million who returned home in January, 56 million went back to the cities in February and
March 2009, but 11 million of those did not find jobs. From the 14 million who remained and
seeked job at home only 2 million could re-enter work and 12 millions remained jobless. All
together 23 million workers were jobless between 2009 February and March, estimated to 16
percent of unemployment among migrants compared to around 4 percent of urban

unemployment.

Indirectly, all these numbers suggest a very high possible external and internal

adaptation pressure on the power structure on national level, even if tilted down to local

13



governments. However, high migrant unemployment ratio prevailed only during January to
March, and according to further estimations it has dropped to 3 percent after the peak of the
crisis. Moreover, also GDP, internal demand and exports and imports and thus, industrial
production started a recovery after the first quarter of 2009 according to the above World
Bank data.

Our research covers that short period from the last quarter of 2008 to March 2009 and
adds some month before and after it based on interviews and news-paper analysis. This way
we hope to shed some light on the fields, means and periods of sensitivity to adaptation
pressures through differences in reactions before, during and after the critical period. Thus
the paper deals with three phases: (a) the period before the crisis from July to September
2008, (b) than the deep crisis period from October 2008 to March 2009, and (c) the first
part of the recovery period from April 2009 to the end of the year.

The structure of the paper is the following: first we give a general picture of the
methodology, than detail the economic context of the chosen prefectures in which the impact
and actions took place. In the next chapter we analyze the characteristics of actions and
common traits and their differences between source and destination cities of migration. Next
we analyze the sensitivity to the crisis before, during and after the critical period and
differences of this sensitivity between source and destination cities. Further on, we shall
reflect on the behavior of migrants in the context of adaptation pressure and economic policy
actions. Finally, all this will be evaluated from the point of view of transformation of the

economic, social and political sub-fields.

METHODOLOGY: ADVANTAGES AND HANDICAPS

This paper contains partial results of aresearch that was complementary to the survey
of Rural-Urban Migration in China and Indonesia (RUMICI). It was jointly carried out by the
Institute of Economics of the Hungarian Academy of Sciences and Department of Economics
of the School of Economics and Business Administration (SEBA) at Beijing Normal
University. It is based on statistical datasets of RUMICI and NBS, scholarly papers,

newspaper content analysis on 16 surveyed pre1‘ectures5 and 15 interviews® with several

5 All together eight cities as sources of migration: Luoyang and Zhengzhou (Henan province);
Chengdu, Ya'an (Sichuan province); Chongqin; Hefei, Bengbu (Anhui province); Wuhan (Hubei
province); and eight cities as destinations of migration: Wuxi, Nanjing (Jiangsu province); Shanghai;
Guangzhou, Shenzhen, Dongguan (Guangdong province); Hangzhou, Ningbo (Zhejiang province).

6 Questions focused on the impact of the crisis, the possible preparation to it, the main sectors the
impact emerged and the differences in sensitivity and behavior according to sector, size, and
ownership of enterprises during the critical period. The sensitivity, fate, and behavior of locally

14



officials of the Ministry of Labor (see interviewees’ functions and positions in Attachment 6)
at prefectures that are sources and destinations of migration, subjects of the RUMICI

longitudinal survey.

Advantages of the used methods raised a unique chance to highlight the concrete
economic policy background of migrant move during the crisis, the locally emerging
tensions, the local motivations and local adaptation efforts to emerging tensions. It gave the
chance to point to the fields of sensitivity in adaptation, the concrete measures, differences
in strategies of decision-makers before, during and after the crisis, the differences in
behavior at source and destination cities, the motivations for collaboration and thereby the

propagation of information and behavior.

However, data-set, newspapers and interviews carried substantial handicaps as research
materials. Statistical data are partially outdated, since last migration census is of 2005.
Moreover, at the time of writing the paper only results of the 2007 RUMICI data were
available, so the analysis of migrant flow as a reaction to crisis was as to the present
impossible. Concerning newspaper analysis we had to cope with the fact that we are
transmitting hard data of coding results based on soft material, depending on individual
selection of news and their judgment. We also had to acknowledge that published news is not
necessarily overlapping real activities in any form and also each newspapaer has its own
strategy of publication. Moreover, since the number of interviews was few, the number and
position of respondents varied, thus, comparability was low. Advantages and handicaps
however, both served as experiences for putting new research questions and helped the

formulation of the methods of a more complex project on this field.

employed migrants and non-migrants towards the crisis; The potential for mass grievances related to
the level of concentration, level of organization of migrants, the extent of mass lay-offs and the sudden
and mass disappearance of foreign or domestic private ventures employing migrants without their
compensation; The chances for legal forms of collective interest representation, or for individual legal
procedures with administrative assistance. On the other hand, questions were formulated on the
tensions emerging at source cities as a result of the impact on destination cities with the return of
migrants en masse. The kind of actions taken as a reaction and the difference of these actions
compared to pre-crisis period and if was there any interest to know about neighboring impacts and
iterate about their actions. | also tried to reveal the collaborating partners in these actions within and
outside the prefecture, the role of different level party apparatus during the critical period, the
collaboration with neighboring provinces and with origin and destination cities with each other in
controlling migration and emerging tensions.

15



OVERALL CONTEXT OF CONSIDERED PREFECTURES

Map 4 contains with green color the source cities of migration that RUMICI project has taken
into consideration for the 5,007 households and 8,403 migrant workers in those

households.’

Map 4

Spatial location of chosen source and destination prefectures of migration
by the survey based on the RUMICI project

The next three diagrams show an overall picture about the RUMICI sample8 of the 16
cities together, considering the 8403 migrants. Diagram 1 demonstrates that migrants were

working overwhelmingly at manufacturing, whole-sale and food processing sectors in 2007,

7 The scope of the RUMICI survey was much larger. In sum, 18 thousands individual questionnaires
were pursued, at migrant, urban and peasant households, planned as a longitudinal project for five
years since 2007 (see sampling methodology in Kong et al., 2009, pp. 240-41 ,,Impact of Economic
slowdown on migrant workers” Sherry Tao Kong, Xing meng and Dandan Zhang
http://epress.anu.edu.au/china_new_ place/pdf/ch12.pdf pp. 240-241.

8 RUMICI project has two basic data-sets concerning migrant workers. One is the 5007 household, and
household heads, and the other is the 8403 migrant workers in those households, including the head.
ANU statistics is based on the former, statistics at SEBA counts with the latter. In each case | will note
which one | have used.
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and only 9 percent at construction industry. This draws a somewhat different picture
compared to the generally accepted one where manufacturing and construction industries
are said to be the most frequented sectors by migrants. The difference among the general
view and the survey results might emerge from the differing sampling methods or the bias
caused by the inclusion of source cities. Diagram 2 reflects the distribution of company size
the migrants work at. The picture overlaps other surveys and our interview results. Migrants
were overwhelmingly working at medium and small enterprises: 55 percent in ventures
below 100 persons and 70 percent of them at enterprises below 1000 employees. This
already has a consequence on the features of the next diagram striking the share of migrants
according to ownership of enterprises they work at. 75 percent of migrants worked at private
enterprises in 2007, of which the sample contains only 4 percent of foreign enterprises
(foreign owned or controlled), 35 percent of domestic private ventures (privately owned or
controlled) and 36 percent individual business. Ratios would be certainly different if
distribution would have been calculated based on a different sampling method, or according
destination and source cities, but due to the small basic numbers of the sample percentages

would be statistically irrelevant.

Diagram 1.
Sectoral distribution of migrant workers in RUMIiCI dataset (2007)
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Diagram 2.

Distribution of migrants according to the size of economic units
based on RUMICI dataset (2007)
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Diagram 3.

Distribution of migrants according to ownership
based on the RUMICI dataset (2007)
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ECONOMIC CONTEXT AND REACTIONS AT SOURCES AND DESTINATIONS
OF MIGRATION

Disassembling overall picture according to recipient and source prefectures, we meet the
well known large differences between coastal and inland regions. We can experience this in
the level of economic development regarding GDP/capita (Figure 3.), in the importance of
foreign trade activities in Export/GDP and Import/GDP (Figure 4.).g Next figure (Figure 5.)
shows the latest results in the ratio of actually utilized foreign direct investments matched to
all investments in fixed assets. It demonstrates the differences in the directions of inflow
between cities as destination and sources of migration. We have included the same indicator
for 1996 to see the substantial relative drop also at destination cities by 2008, despite the
exceptionally large increase of FDI into China in general, and to coastal cities in particular.
The dramatically dropped ratio suggests the even much higher expansion of domestic
enterprises in those regions. All these phenomena are reflected in Figure 6., regarding the
differences of migrant employment in 2007 between source and destination cities of
migration and the number of laid-off of migrants in 2009 (estimated by Kong et al, 2009).10
The higher number of layoffs occurred at provinces where the share of interprovincial
migrants is dominant. Hefei in this regard is in a special situation, since if we inspect
Attachment 1, we shall see that Anhui province where Hefei is located has the highest ratio of

intraprovincial migrants (90%) compared to inward migrants (See Attachment 1).11

9 Both size differences among the indicators of destination or source cities, as size similarities between
individual source and destination cities would require more in-depth analyis of the background of all
cities, but limited economic up-to date data and lack of individual case-studies does not allow this
chance.

10 The calculation of laid off migrants in the RUMICI sample see more precisely in (Kong et al, 2009,
240-241).

11 The ratio of laid off workers was exceptionally high at Dongguan that has the highest number of
migrants among destination cities, while it is striking that Hefei, that is a source city has the largest
amount of migrants within RUMICI sample. Using the provincial level data of Attachment 1, we know
that Guangdong province (that includes Guangzhou, Shenzhen and Dongguan) contains the highest
ratio among the provinces (61.5%) of migrants coming from outside the province compared to those
moving within Guangdong. Inter-provincial migrants working in Guangdong province are 32.64 of all
inter-provincial migrant workers. Meanwhile Anhui province — where Hefei is located -- contains
only 8.6 % of workers coming from other provinces compared to those moving within the province,
that sums up to the 0.55% of all inter-provincial migrant workers in China (see Attachment 1.). If we
take the sizes of laid off migrants compared to migrant employment, the former two data will suggest,
that overwhelmingly migrants coming from outside Dongguan that had left first.
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Figure 3.

Per capita GDP of cities of destination and sources of migration (2008)

1
20000 1
50000 1
70000 1
60000 1
_‘E 50000
4
40000 1
30000 1
20000 -
10000 -
0 = = = Bl v} = < = = = oh = = = =
& A = S ®
Source: Michingan University China Data Center database
Figure 4.

Export (left) and import (right) comapred to GDP at destination
and source cities of migration in 2007
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Figure 5.

Actually utilized foreign capital compared to total investment in fixed assets

(in 1996 and in 2008)
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Figure 6.

Number of migrant employment (2007 census data, left) and migrants laid off
(2009, right) in destination and source cities of migration
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(Source: Meng et al, 2009, transformed into diagrams from tables 12.1 and 12.3 p. 240-4)12

12 \We took as laid offs those migrants who were not found in the second round of the survey in 2009,
due to the close-down of the economic units they were wroking at in 2007. This is only a rough
approach since they could also have gone to other enterprises after their former one had been

closed down
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Interviews suggest that lay-offs do not necessarily mean simultaneously enterprise close-
downs and bankruptcies. The most sensitive ones to the crisis were those export oriented,
foreign and private SMEs at coastal destination cities, either in manufacturing, or electronic
goods (Liu, 2009, p. 2). Unfortunately there is no reliable statistical data on the bankruptcies
and close-downs versus the creation of new enterprises, neither in number, in profile, in
worker absorption, in orientation in ownership and size in profit and taxation etc. Interviews
with local labor ministry officials do not provide enough information and also undervalue
the importance of bankruptcies. Officials stress that these latter did not exceed the normal
magnitude of a competitive process. Interviews however have revealed several methods of
enterprise survival, overarching the critical period: temporary shut-downs, wage decrease,
partial cut off of working time (in both sending and recipient prefectures), fewer new
employments, delayed payment, dismissing workers earlier to national holidays, decrease of

overtime work etc.

Interviews also reveal that some exporting branches accommodated flexibly by shifting
easily to domestic market. Flexible shift however also needs time.*® Accommodation by large
enterprises is said to have been smoother than that of SMEs. According to interviews, no
brand, raw material processing and assembling enterprises, employing migrants of low level
education were more sensitive to declined orders, even if temporary. They also had less room
for maneuver in profit margins and less chance for overarching the time until orders
reemerge. In some places privately owned domestic enterprises were more sensitive, in other
places foreign owned ones. In Nanjing the state owned enterprises that were more export-
oriented were more sensitive, but less flexible to reorient production. Newly funded
enterprises were said to be created in equipment manufacturing industry, and service
industries. It is said they do not resemble prior ones in labor intensity, in technological level,
suggesting different requirements of education, skill and age structure in migrant workers
demand, supported by local government tax and other incentives. On the other hand, low-
end SME-s are transferring production to central and western provinces attracted by local

prefectures’ varied incentives.™

13 Some export-oriented SMEs are ready to divert themselves to domestic sales. However, it is rather
difficult for enterprises to engage in domestic sales. For instance, most large government
procurement orders are given to internationally renowned brands, and it is impossible for SMEs
with independent property rights and similar product quality to garner such orders.(Liu, 2009,
p.18)

14 Whether interviewees only wanted to repeat central policy or this tendency is really developing is
statistically not yet controllable, since enterprise census by the Statistical Bureau is carried out
only occasionally, and the prior one was years before the crisis.
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ECONOMIC POLICY REACTIONS TO CRISIS AT SOURCE AND DESTINATION
CITIES

Behind these competitive phenomena were the intensive backstage activities of central,
provincial and prefecture level governments on social, economic and political fields.™
Actions varied in kind: introducing the large-scale stimulus package with focus on the
development of central and western regions and absorbing labor-force, freezing wage levels
at central government’s permit, compensating enterprises loss in several ways, enhancing
bank loans, re-introducing export tax-rebates, increasing actions of free training to workers,
enhancing individual businesses for migrants, forming funds to compensate wage arrears,
easing burdens for survival of SMEs by exempting from, or postponing the requirements of
social security taxes, collaborate with sending prefectures to regulate migrant flow,®
constraining mass layoffs through defining the ceiling layoffs at one time, and ordering
compulsory report to authorities if the number of laid off was higher than predetermined
and so on. Moreover, these measures were of different nature and contributed in different
ways to the speed of transformation. Table 1. will clarify the structure and dimensions along
which the spatial adaptation strategies to external and internal pressures will be discussed.
We shall detail spatial adaptation to crisis in general, and spatial sensitivity in adaptation

before, during and after the crisis.

15 Major classification criteria of published economic policy news were the following: the
administrative level of the organization in action; the activity sphere of the organization; if they acted
alone or jointly with other organization; the level and activity sphere of this organization; if the result
of the action was a new institution or new instrument; was it acting on economic, social or political
field; the focus of the action; the instrument to realize the intention was old or new, its impact of the
implemented measure is sought to be short-or long-term, what is its influence on the transformation
concerning market system or party-state network.

16 The outcome of regulation was not always optimal. For example, Dongguang regularly received
migrants from Hunan, Henan, Sichuan, Guangxi, Jiangxi and Guizhou and collaborated with those
cities in order to prevent the influx of further migrants during the crisis. Prevention worked so well
enhanced by local incentives at source cities and search for alternative workplaces by migrants that by
the time orders begun to pure in again labor shortage forced further visits to source prefectures in the
company of 100 enterprises to search for new migrants, but achievements were faint.
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Table 1

Spatial adaptation strategies to external and internal pressures

SPATIALADAPTATION TO CRISIS IN GENERAL

Measures Nature of measures

(Different types) {new/ old, short-term/longterm, impact
on network/market)

Common features

Different features

SPATIAL SENSITIVITY IN ADAPTATION BEFORE, DURING AND AFTER THE
CRISIS

Common features

Different features

The question is whether authorities reacted routinely to emerging problems and tensions
or some new characteristics emerged as a reaction to the impact of crisis? Did these

characteristics differ according to origin and destination cities?

COMMON AND DIFFERRING TRAITS IN THE MEASURES AND THE NATURE
OF MESASURES BETWEEN ORIGIN AND DESTINATION CITIES GROUPS"

In fact, interviewees stressed that crisis came all of a sudden so they did not have time to
prepare to the impact. The spectrum of different measures taken during the researched
period according to interviews and newspaper analysis was still wide: we could find
altogether 47 kind of published measures taken on social and economic fields and migration.
However, the frequency of these measures was concentrated towards relatively few types
(See Attachment 2), and also the nature of these actions was quite characteristic (See
Attachment 3).

Common features in the implemented measures: According to the available news cuts,

both source and destination cities groups reacted overwhelmingly on social rather than

17 Owing to extension constraints, only final conclusions of the detailed news analysis can be included
in this paper
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economic purposeslg. They were concentrating to compensate direct social impacts of the
crisis rather than economic. Both source and destination cities groups reacted
overwhelmingly on social rather than economic purposes. They were oriented in helping to
create individual businesses, which are also actions more socially than economically
motivated, and with preference towards SME developments rather than strategic economic

state owned units.

Common features int he nature of measures: Published state interventions pointed more
frequently toward new actions rather than new organizations, actions were overwhelmingly
motivated by new purposes. Measures were more frequently enhancing market environment

rather than increasing power network on social fields of economic transformation.

Interviews reveal that practically none of the respondents confirmed that solutions were
monitored among neighboring destination or source cities or provinces, fitting to the lack of
horizontal relations in general. However, several interviewees reported on regular cross
relations between source and destination cities over the regulation of migrant flow. This
general picture, however, becomes more subtle if we take destination and source cities of

migration apart.

Different traits concering measures: Despite the above common traits the perceived
ratio of the above characteristics based on the frequency of occurrence is different between
source and destination cities’ groups. Attachment Though there are calculations for
individual comparison of each group, for reasons of extension we shall draw conclusions

only on their mutual comparison (Attachment 2).

Comparing the two groups, differences between cities of source and destination of
migration emerge in the frequency of implemented measures. Taking the most frequent
measures in both groups, we can see that measures besides both being overwhelmingly
socially oriented rather than economically, at source cities of migration they seem more
frequently individual-oriented (such as assistance to individuals, dealing with migrants,
employment, individual business, retraining, and unemployed), while at destinations of
migrationbut most of the preferred instruments are institution-oriented (such as SME
development, job security subsidies to enterprises, job security subsidies to workers, export
incentives). Development of SMEs is among the more frequent measures in both groups but
the share of these measures is higher at destination cities of migration.

Different traits concerning the nature of measures: Differences emerge among the two

groups concerning the nature and impact of implemented measures (Attachment 3). At

18 Among the most frequent published measures in both source and destination cities of migration
were assistance to workers and unemployed, retrainment, job security subsidies for workers and
enterprises, employment, unemployment issues, migrant workers issues, and solving problems of
SMEs.
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source cities of migration we find higher frequency in activating central and provincial
authorities, directly involving the local financial sphere, by using prefecture level banks for
resource distribution to enterprises. We can also conclude on their higher frequency in using
central and provincial entities for resource distribution than at destination cities, and lower
frequency in distributing resources from administrative budget compared to destination
cities. At sources of migration, new measures for new purposes are more frequently used
overwhelmingly for short-term impact, while at destination cities overwhelmingly old
measures for new purposes were used for dominantly long-term impact. Measures at
sources of migration, at least in published actions, contributed to the expansion of the
network twice as frequently than that of those of destination cities. All in all, source cities of
migration, based on the published news seem to work as a more ,traditional” power
structure nested in the complexity of the economic and political and social context,

contributing more weakly to the competitive field during the examined period.

Two further questions emerge: can we find changes in the importance of implemented
measures and their nature before, during and after the crisis? If yes, do these changes differ

according to source and destination cities?

SENSITIVITY TO CRISIS IN THE DYNAMICS OF ACTIONS®

In order to find answers to the above questions, we have reordered the news of the two

groups according to publication date, and separated them into three periods:

(1) 2008.07 - 2008.09: when global crisis was developing,
(2) 2008.10-2009.03: when global crisis hit and started vanishing and
(3) 2009.04 - 2009.12: the period after the crisis until the end of the year.

The total number of the kind of measures publicized in the period before crisis, during
and after it at source cities was 30, 335 and 153, while at destination cities were 58, 253 and
81 respectively. These numbers show the much higher absolute amount of propagated
measures during the short crisis period that even if divided by the respective months shows
the same accumulation characteristics. This naturally could be as much a publication
strategy as the reflection of real actions. This is the handicap of such analysis.20 Let us take
100 percent the frequency of mentioning all measures in each period. Measures are ranked
according to the share of the frequency of the given measure in each three period in

decreasing order of the frequency of shares. We shall get three columns, representing each

19 Owing to exention constraints, only conclusions rather than detailed analysis will be described.
20 Here again we have to stress that we cannot confirm that this is only the number of news concerned
or the real activities of the local government.

26



period’s share rank of measures. Than we have compared data in each row classifying their
dynamics into five groups,21 from which we are putting stress on the changes in the crisis
period: the sensitivity of authorities to crisis period through the higher share of some
measures during the crisis period, or declining importance (share) of some measures during

those six critical months.

Going through the five different classifications, we practically did not find common type
of dynamics among the three periods in individual measures. Taking the size of the share as
importance in one period, results at source cities of migration show the following
(Attachment 4):

Common features in the implementation of measures: Common dynamics pointing to
common sensitivity in both groups occurred only in two cases: in the case of job security
measures by constraining enterprises, that have increased share during the critical period
and then dropped again. The other was job security measures by subsidizing enterprises not
to lay off workers. Their share has increased consecutively in all the three periods.

Differences thus are manifold in the dynamics of measures in the two groups.

Common features in the nature of implemented measures: Interesting common features
arise in several respects pointing towards a number of similarities in the nature of reactions
to crisis (Attachment 5). We did not find any measure that would have had continuously
growing share in both groups, and we have found continuously smaller shares only in the
activity of lower than prefecture level administrations. However, during the short critical
period both temporary higher sensitivity and lower sensitivity to crisis show several common
traits. At both groups the higher is temporary frequency in the critical period of those news
that mention initiatives of higher level authorities both central and provincial, with political
sphere of activity of those institutions involved, the implementation of using old measures
with old purposes and the also the frequency of measures increasing the network’s activity
and expansion. Adversely to the previous measures, the transitory frequency of publication
drops in both groups in cases when the initiator is the prefecture level, when new measures
with new purposes are used, of measures that slow down the expansion of the competitive

field, or slow down the expansion of both competitive and network.

Different features in the implementation of measures: Sensitivity at source cities grew
somewhat towards state programs indirectly meaning sources distributed from above, such
as key projects, economic infrastructure, real-estate development, central stimulus packages.
Meanwhile, sensitivity temporary dropped towards local economic solutions with social

connotations, such as the most important measures directly reflecting on economic

21 The five groups were: 1) when the size of shares did not change during the three periods; 2) shares
increased continuously; 3) shares decreased continuously; 4) decreased only during crisis period; 5)
increased only during crisis period.
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conditions, for example, dealing with SMEs, individual business, microcredit and export
incentives. We did not get answers to the background of these phenomena in the interviews,
most importantly, because unfortunately, results of the news-paper analysis did not pre-

empt interviews.

Sensitivity at destination cities in the critical period is very different: sensitivity increased
during the crisis to social issues related to employment, such as subsidizing directly workers
for job security, constraining economic units in uncontrolled layoffs with administrative
measures, and locally financed economic projects, such as improving economic
infrastructure, dealing with SME development and dealing with key enterprises. We suppose
that meanwhile, sensitivity declined towards laid off migrants, as sudden economic- and
production decline does not require the implementation of those measures. Our supposition
is based on the dropped share of such issues as retraining, social security, social
infrastructure, tax reductions and outsourcing. To verify the reliability of these conclusions
and understand their reasons we would need further interviews based on this newly acquired

knowledge.

Differences emerge in the nature of all other measures. We shall pay special attention to
those measures that show the differences during the critical period: first of all, it appears
that at source cities more administrative activity occurred from all administrative levels
jointly and individually as initiators, also occasionally involving other institutions from
political, financial and administrative fields with heightened frequency in joint actions.
Meanwhile, the frequency of administrative organizations as resource distributors dropped,
as did that of the impact of measures on the expansion of the competitive field. The
frequency of new functions increased with temporary larger share of both short and long-
term impacts. The heightened frequency temporary slowed down the retreat of the network,
at source cities of migration, also meanwhile slowing down the expansion of the competitive

field, and with those, the speed of transformation.

At the same time, at destination group, news about the resource distribution of local
administration increased in frequency, so did measures involving lower than prefecture level
government activity, and the frequency of measures with short term impact grew. Measures
that slow down the transformation or enhance both fields temporary increased in frequency.

On the other hand, administrative activity of prefectures dropped

Comparing the two groups we can conclude that according to available news both groups
reacted sensitively and adapted conservatively to the crisis but the nature of these reactions
had higher frequency at source cities of migreation. At source cities, the nature of measures
was more frequently administrative, different administrative and financial levels were more
involved in resource distribution. In both groups, the changing nature of reactions have

probably contributed to slowing down transformation, but both changing nature and
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alteration proved to be short and transitory and therefore reversible with the waning of the

impact of the crisis.

MIGRANTS’ REACTIONS TO THE CRISIS

How did migrant workers react to the impact and the measures? Frijters, Liu, and Meng
argued in 2008 based on the first results of the RUMICI survey in 2007 that the low level of
unrest stems from the high level of realistically optimistic expectations fed by the high level
of actual growth. They had a very important remark, stressing that this will last as long as
growth persists. (Frijters at al. 2009, p. 27). But this survey was carried out before the crisis
and among migrants who had a job, even with drastically lower wages, longer working hours,
minimal social security coverage, facing difficulties in accessing public services, allowed in

lower level works, with outrageous living and working conditions (Li Shi, 2008).22

Still, what happens if economic growth suddenly declines? In the second half of 2008
dramatic external shock hit, protests were on the order of the day in large numbers in those
cities, but organized mass grievances did not accumulate and did not propagate throughout
China.?® Scholarly papers, contemporary articles and official reports reflect on increased
mass grievances at destination cities due to massive factory closures without paying the
workers in full or at all.** Interviews relate on increased tensions and grievances at
destination cities due to dramatically soaring numbers of wage arrears of suddenly folding

enterprises. On the other hand, at sources of migration returned migrants frequently found

22 Lj Shi described migrant workers’ living and working conditions based on Chinese Household
Income Project Survey (CHIPS) of 2002 and the Rural Migration Survey of the National Bureau of
Statistics (RMS-NBS) of 2004.the following way: Li Shi (2008) description on the social conditions of
the 90 million rural migrants in 2002: 5 percent of rural migrant workers were registered in the
pension scheme, around 2 percent had unemployment insurance, 3 percent medical insurance, more
thanl0 percent were sharing public housing. About 80 percent worked 7 days a week, 70 percent
worked between 9-13 hours a day, meanwhile, their average wage was 58 percent of urban workers, 79
percent had no signed labor contract with employers (2004), about 50 percent lived in a space 8-5
square meters and below 5 that, 45 percent with no bathroom and toilet. 87% of migrants’ children
aged under 7 were not in kindergarten, about 16% of the 7-8 million migrant children at school age (7-
14 years old) were not in school, migrant parents were paying higher school fees for 67% of the
migrant children (extracted from Li Shi’s ppt based on the referred study).

23 Among the surveyed 15 cities by RUMICI project on average, about 13 per cent (or 1.4 million) of the
migrants employed were affected by the post-economic downturn shutdowns. Among the 15 cities,
Dongguan has been hit the worst, with about 34 per cent of its migrant employment was affected. The
other cities badly affected are Wuxi and Ningbo, which has about 20 per cent of the migrant
employment affected by shutdowns. (Kong et al., 2009).

24 In Dongguan, which was devastated by the slump, angry workers staged numerous mass protests
demanding full payment of wages and layoff compensation. The international media succeeded in
filming and reporting rather unusual scenes of tense confrontations and scuffles with police
(Foreman, 2008). In nearby Shenzhen, for which information is also available, the number of labor
disputes involving arbitration also surged precipitously to record levels in 2008 (Qiao, 2009). Chan,
2010, p. 12.
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themselves dispossessed of their lands due to corruption, urbanization and infrastructure
campaigns connected to the stimulus package (Chan, 2010, p. 20).

Frustration in both destination and source cities of migration ended up in mass protests
and grievances and increase in criminality. There are references of dramatic expansion in the
number of officially reported mass incidents over 2008 and its massive increase in the first
quarter of 2009. In 2008, officials counted 127,000 mass incidents - compared to 87,000
incidents in 2005. Of these cases, 467 involved storming local government departments, 615
attacks on police and judiciary authorities and 110 attacks on government buildings and
vehicles. The first quarter results of 2009 reveals a near redoubling of that figure, as officials
recorded 58,000 mass incidents - which would amount to a yearly rate of 232,000 (Walsh,
2009).

Map 5. indirectly suggests the possibility of evolving concentrated social and political
tensions in case of a sudden economic backlash. This map depicts the level and dynamics of
GDP/capita. Those in read relate on the high level and developing per capita GDP, those in
blue represent the low level and declining per capita GDP (Gyuris, 2008). High level and
developing cities (mostly capitals of the given provinces) are surrounded by low level
declining regions. If one supposed that urbanization and industrialization, commerce and
service and exports are behind the high and growing level of GDP per capita (that does not
include unregistered migrant population in those cities), we can also suppose that most of
migrant workers are concentrated in the prefectures with red color within one province.
Concentrated mass occurrence of migrants offers also the chances for organizing themselves
in case production suffers external shocks and mass layoffs occur. Tensions may be
aggravated by the fact that migrants become ,locked in” those cities, since chances are low

for finding alternative jobs in surrounding low level and declining cities.
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Map 5.

Concentration of migrant workers and potential for mass grievances at highly
urbanized and high level and developing GDP per capita
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Interviewees, deny the increase of mass incidents due to crisis which was an expected
answer to a politically sensitive question. What could be the supposed reasons why
dramatically increased mass incidents did not destabilize the system politically? In his recent
book Cai Yongshun defines several trade-off criteria for mass protests to unfold. He also
describes the conditions of success or failure of protest in achieving goals using either third
parties for support, or pressuring local government reacting according to their trade-off with
tolerance, concession or repression, activating in the process different level governments and
party authorities (Cai Y., 2010, pp. 3-20). It would be an irresponsible venture to intrude in
his deeply and extensively researched field. But let me add some remarks from systemic
approach and also try to nest his thoughts into the actual crisis and potential adaptation

pressures on the power structure.

First of all, since critical disruptive period was short, long-term institutional adaptation
did not evolve as a pressuring factor in general. By April 2009, unemployment among
migrant workers dropped from 16.4 to 3 percent (Chan, 2010, p. 2) that radically decreased

potential pressure on authorities. Even if migrants would have had time to organize, it would
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have been structurally hard since 78 percent of migrants worked fragmented, at small and
medium private enterprises (Liu, 2009, p. 2, and RUMICI 2007). Bankruptcies attained
overwhelmingly small and medium sized workplaces, thus there were no sudden mass
layoffs owing to the closure of large enterprises. Sudden mass lay-off was inhibited also by
the strict and punitive regulation of authorities to anticipated compulsory report in case of
more than ten workers to be fired simultaneously, and the formation of compensation funds
at several local authorities. Overwhelming majority of migrants work without labor contract
(Li S., 2008), that could have provided ground for legal procedure. Potential legal
representation and government aid by source city authorities suffers the handicaps of
distance to initiate a legal procedure between source and destination cities, the phase delay
of acknowledgement of the problem, lack of documents and supportive facts from the

defendant side and frequently vanished offender.

Migrants are weakly unionized and thus organized, their knowledge about trade union is
low, nor they see themselves as part of the Chinese working class but as peasants (Howell,
2008 851, 853) few institutional network support their settling down or sense of belonging
there even if stayed for years in one province. Workplace turnover of migrants is high
(changing job places frequently), no real roots or attachment develops to one place. They are

also weakly represented institutionally in the trade-union (Kholo, 2009).

Mass organization is also structurally hindered at the source cities, though networks of
migrants are overwhelmingly based on kinship.25 This is because returning migrants are
scattered in numbers in different widespread small villages. In the Runic project, without
having response from all 8403 migrants, those who responded lived in 920 towns and 3200
villages in 2007. Moreover, complaints, even if mass demonstrations have a political
connotation, are directed against local authorities’ behavior and are not in general addressed
to the party legitimacy itself (Cain Y., 2008; 2010). During the crisis period in sample cities,

most problems arose due to wage arrears, pay delays and sudden enterprise close-downs.

The prompt implementation of conscious central political decisions with strong
economic and labor force connotations played crucial role in easing potential tensions. After
Spring Festival returning unemployed migrants soon found jobs also at alternative
destinations to coastal cities, closer to their home-town. Increased labor demand in those
places was overwhelmingly the consequence of the implementation 4 trillion Yuan stimulus
package in November 2008. Stimulus package main priorities are social and economic

infrastructure projects at central and western regions, financed by central and local

25 This is indirectly suggested by Li Shi’s data that show that 57% of migrant workers left their villages
to find job having been encouraged by personal migrant connections: relatives, friends, village
neighbors (Li Shi, 2008, p. 11) On the options regarding the optimal use of labor intensive
investments for enhancing labor intensive works to absorb rural-to urban migrants see (Cai et al,
2010).

32



authorities, attracting and absorbing millions of migrant workers.?® We suppose that besides
development goals of central and western regions the package also has a result of diverting
workers from so-far migration routes. This is because interestingly enough, spatial,
ownership, size and sectoral focus and orientation of the Stimulus Package looks to work
opposite to the spatial focus, ownership, size sectoral focus and orientation of the impact of
the global crisis. It lays priority on the central and western provinces rather than coastal,
large state owned enterprises rather than SMEs, on infrastructure rather than
manufacturing, on domestic consumption rather than export. According to interviews,
tensions could be eased; accumulation of unemployed masses could be avoided by
institutionalized or informal, but regular collaboration between source and destination cities

in enhancing or containing migration accommodating to actual needs of destination cities.

Also accidental factors contributed to ease tensions during the critical period at
destination cities, notably the partial overlap of the national holiday in January-February
2009. Spring Festival allowed employers to send workers home either month earlier than the
event begun while suspending operation. Other accidental tragic event was the devastating
earthquake on May 12, 2008 in Sichuan, homeland for millions of migrants that was s
followed by a massive rebuilding campaign to date. Labor force demand for rebuilding the
area absorbed large quantity of returning migrants, ,,compensating” potential grievances.
Consciously increased central political strictness might have had demonstration effects
through the deployment of military in severe minority actions, as it had also through the
increased physical, information and communication constrains of dissidents, decreasing
chances for political disequilibrium. In April export orders began to pure in, resurrecting
labor demand though still at worse conditions than before the crisis (Chan, 2010). Job
market is in demand, meanwhile inflow to original destinations is slowing down according to
interviews, due to the source cities’ agricultural policy, incentives for production transfer,
incentives for individual business, chain of small loan institutions, infrastructure building
drives, lower living expenses that increases trade-offs for migrants to remain closer to
hometowns. The later the start of the recovery time, the larger might have been the loss of
chances to re-employ migrants who have found alternative workplaces at earlier recovering

sites and industries or coped with the trade-off of local incentives.
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CONCLUSION

The impact of the global crisis in China presented itself in the decline of export demand, and
its multiplying effects were very quickly sensed in the decline of the GDP, of domestic
demand, import demand, labor demand, internal consumption, real-estate market, stock
market, total investments, FDI inflow, all those events inciting adaptation pressures. We
have approached the impact of global crisis on China from a systemic point of view. Our
question was: in what ways external and internal adaptation pressures influenced the
transformation of the party-state system in China? Did reactions have an impact on the
transformation of political or economic system? The purpose of our small field research in 16
prefectures was to respond to this question by examining institutional reactions to crisis
from late 2008 to late 2009. We have examined the common and disparate characteristics of
institutional adaptation at prefecture level at sources and destination cities of migration. We
have also tried to detect their common or different sensitivity to crisis in the measures
implemented and in the nature of these measures, analyzing the periods before, during and

after the crisis.

Statistical data, scholarly papers, interview and newspaper analysis suggests that critical
period forcing adaptation was deep but very short: it has affected prefectures from the last
quarter of 2008 to the end of the first quarter of 2009. Economic crisis, though deep, did
not last long to challenge the stability of the Chinese power structure, and enforce longer
term institutional adaptation on the political subfield. Initial shocks to political, social and
economic sub-fields vanished within half a year. During this period overwhelmingly
temporary overarching actions occurred both among economic, political, state and social
fields rather than long-term institutional, while also external pressure also decreased. By
April, 2009, though still far from total recovery and full with uncertainties concerning future
developments, World Bank data reports on the improvement of all economic indicators: the
growth of GDP, export demand, internal demand, and labor demand (WB, QR, p.2 and 4).
Short-term stability of the power structure was due to several structural factors in the
economic and social subfield, to radical austerity measures in political sub-field, and to the
increased activity of central and local party and government organizations in directly and
indirectly solving social problems rather than directly economic issues during the critical
period. The interplay of the dynamics of the different subfields ensured the overarching of

the crisis and the stability of the power structure on the short-term.

Coastal provinces and within those main exporting prefectures and main destinations of
the floating population were strongly attained by the impact of the crisis, and so were central
and inland provinces and prefectures which were major sources of migrant outflow. Thus,

adaptation pressures were spatially strong. According to available news and interviews both
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groups reacted sensitively to the crisis. Overall, actions reflected higher sensitivity in social
rather than economic issues, more new functions than new organizations, more short than
long-term and in general, more oriented towards enhancing competitiveness than that of the
party-state field. Common characteristics and also differences however may be perceived in
the type and nature of more frequent actions according to cities being sources and
destinations of migration and also their behavior before, after and during the critical period.
In both groups, the changing nature of reactions during the critical period has apparently
contributed to slowing down economic transformation. But both changing nature and
alteration of measures proved to be transitory, that is reversible with the waning of the
impact of the crisis. During the critical period, changes were more radical, instruments were
more conservative, and impact of measures was more long-term at source cities of migration
than that of those at destinations of migration. Had the crisis and internal and external
adaptation pressures lasted longer, overarching social measures probably would have needed
more substantial institutional changes. It is another question whether these substantial

changes would enhance or delay system transformation.
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Attachment 1.

Composition of migrants according to provinces and their
spatial distribution on national level among provinces in 2005

Province Migrants in the province Interprov. migrants Outflow Inflow Intraprov. All
interprov. | intraprov. infow | outflow migrants migrants

interprov+intraprov=100 inflow+outflow=100 total=100 total=100 total=100 total=100
CHINA 34.01 65.99 50.00 50.00 100.00 100.00 100.00 100.00
Beijing 59.64 40.36 95.80 4.20 0.30 6.78 2.37 3.87
Tianjin 55.58 44.42 91.84 8.16 0.21 2.36 0.97 1.44
Hebei 18.11 81.89 38.28 61.72 2.80 1.74 4.05 3.26
Shanxi 14.52 85.48 51.40 48.60 0.78 0.82 2.49 1.92
Neimenggu 16.03 83.97 51.31 48.69 1.33 1.40 3.79 2.98
Liaoning 17.15 82.85 69.37 30.63 0.98 2.21 5.51 4.39
Jilin 11.56 88.44 26.87 73.13 1.64 0.60 2.37 1.77
Heilongjian

10.85 89.15 19.94 80.06 3.16 0.79 3.34 2.47
Anhui 8.55 91.45 5.65 94.35 11.49 0.69 3.79 2.74
Fujian 37.93 62.07 74.46 25.54 1.94 5.66 4.77 5.08
Jiangxi 8.47 91.53 6.31 93.69 7.41 0.50 2.78 2.01
Shandong 16.51 83.49 47.11 52.89 2.85 2.53 6.61 5.22
Henan 7.92 92.08 5.79 94.21 9.02 0.55 3.32 2.38
Hubei 9.80 90.20 11.33 88.67 7.10 0.91 4.31 3.15
Hunan 7.23 92.77 6.40 93.60 9.31 0.64 4.21 2.99
0.84 32.64 10.55 18.06

Guangxi 12.41 87.59 11.45 88.55 5.66 0.73 2.66 2.01
Hainan 29.85 70.15 63.54 36.46 0.33 0.58 0.71 0.67
Chongqin
g 15.74 84.26 13.08 86.92 4.65 0.70 1.93 1.51
Sichuan 8.74 91.26 7.87 92.13 11.69 1.00 5.37 3.88
Guizhou 15.79 84.21 14.13 85.87 4.62 0.76 2.09 1.64
Yunnan 23.72 76.28 55.36 44.64 1.30 1.61 2.67 2.31
Xizang
(Tibet) 38.39 61.61 68.29 3171 0.04 0.08 0.07 0.08
Shaanxi 15.94 84.06 25.90 74.10 2.15 0.75 2.04 1.60
Gansu 13.12 86.88 19.46 80.54 1.34 0.32 1.10 0.84
Qinghai 24.50 75.50 49.89 50.11 0.25 0.25 0.39 0.34
Ningxia 20.57 79.43 54.18 45.82 0.20 0.23 0.46 0.38

Note: Numbers in bold and in red imply migrant data of those provinces where destination, while in bold

and green source prefectures are located that were included in the present research based on RUMICI

project choice.
Meaning of colors: gF€en - provinces where sources of migration, [l - where destinations of migration of

RUMICI project are located
Source: Compiled from data in Labor Statistics, National Bureau of Statistics 2005
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Attachment 2.

Distribution prioritiesof measures according to source and destination cities of

migration, between July 2008 and December 2009

Category | Source | % Dest. | % Category | Source | % Dest. | %
assist 74 14.39 | 80 22.85 FDIlinc 4 0.79 3 0.85
migrant 66 12.84 | 13 3.71 cred.guar |4 0.79 2 0.57
employ 52 10.11 | 15 4.18 stimcent | 4 0.79 2 0.57
SME dev. 38 7.39 |33 9.42 SOEasstr | 4 0.79 1 0.28
indiv.b. 31 6.03 |11 3.14 land 4 0.79 0 0.00
retrain 25 4.86 |17 4.86 stimloc 3 0.58 3 0.85
unempl 21 408 |14 4.00 agric 3 0.58 2 0.57
jsecentsu 18 3.50 |20 5.71 cons.urb 3 0.58 0 0.00
taxation 16 3.11 10 2.86 soc.sec 2 0.39 21 6.00
microcredit | 15 291 |4 1.14 environm | 2 0.39 2 0.57
jobsecwo 14 272 |19 5.43 aquatic 2 0.39 1 0.28
key.enter 14 272 |4 1.14 cap.other | 2 0.39 0 0.00
exportinc 11 214 |15 4.28 energy 2 0.39 0 0.00
jsecencon 11 214 |7 2.00 light.in 2 0.39 0 0.00
realest 9 175 |2 0.57 ec.devel 1 0.19 3 0.85
gradstud 7 136 |7 2.00 outsorcin | 1 0.19 2 0.57
hightech 6 1.17 8 2.28 electr 1 0.19 1 0.28
farmers 6 1.17 6 1.71 heavy.in 1 0.19 1 0.28
keyproj 6 1.17 3 0.85 manufac 1 0.19 1 0.28
ec.infrast 5 097 |4 1.14 stimprov |1 0.19 1 0.28
service 5 0.97 |2 0.57 ind.tranf |1 0.19 0 0.00
intergovc 5 097 |0 0.00 mat.reser | 1 0.19 0 0.00
tourism 5 097 |0 0.00 mergers 1 0.19 0 0.00
socialinfr 4 0.79 | 10 2.85 Summa | 514 100.00 | 350 100.00

Source: Newspaper analysis of the author, based on the whole team’s work.
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Attachment 3.

The nature and impact of implemented measures at sources and destinations of
migration

SOURCES OF MIGRATION

Title level of | sphere level of | sphere | neworg. | new / short | impact
org of act. org. ofact. | new old /long | on
inv. funct. transf.
Percentual distribution of values differing from zero by column 100%
1 6 3 0 4 24 48 55 22
2 7 7 13 36 55 22 40 49
3 2 1 0 0 5 26 5 19
4 72 69 71 25 0] 2 0] 9
5 0 0 0] 4 0 0 0 0
6 1 19 2 15 0 0 0 0
7 0 2 0 0 0 0 0
8 11 1 2 0] 0] 0 0 0
9 1 0 11 16 16 2 1 0
Values >0 100 100 100 100 100 100 100 100

DESTINATIONS OF MIGRATION

Title level of | sphere level of | sphere | neworg. | new/ short | impact
org of act. org. ofact. | new old /long | on
inv. funct. transf.
Percentual distribution of values differing from zero by column 100%
1 4 5 0 6 26 91 34 34
2 7 4 0 53 65 7 51 61
3 0 0 0 0 1 2 14 5
4 75 65 88 18 0 0 1 0
5 0 0 0 0 0 0 0 0
6 0 25 0 0 0 0 0 0
/ 0 0 0 0 0 0 0 0
8 14 2 6 24 0 0 0 0
9 0 0 6 0 8 0 0 0
Values >0 100 100 100 100 100 100 | 100 100

Note: in respective order of headings: Level of the active organization; sphere of its activity; level of
involved organization; sphere of its activity; new organization or new function was created; new
measures with new purpose, new measures with old purpose, old measures with old purpose were
brought; with short-term or long-term impact; the impact of the measure on the process of
transformation (increasing party-state or competitive field

Souce: Newspaper analysis of the author, based on the whole team’s work.
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Attachment 4.

Sensitivity of source and destination cities to crisis, growing, declining or
stagnating importance of measures between the three periods

Source inati

Category, 072008 | 10.2003- | 04.2000- | 052008- | 102008- | 04.2000-

09.20088 | 03.20008 | 12.20005 | 092008 | 03.2009 | 02.2010
| agric 0.00 0.90 0.00 0.00 0.42 0.00
[aguatic 0.00 0.60 0.00 72 0.00 0.00
[assist 1333|  1313| 1503| 2241| 2101 2099
cap.other 0.00 0.00 131 0.00 0.00 0.00
cons.urh. 0.00 0.60 063 0.00 0.00 0.00
[cred.guar 0.00 0.60 131 72 042 0.00
[dom.cons 0.00 132 247
Cec.devel 0.00 030 0.00 0.00 1.36 0.00
[ec.infrast 0.00 1T.49 0.00 0.00 168 0.00
electr 0.00 030 0.00 0.00 042 0.00
| smploy. 1333 1075 784 0.00 162 157
[energy 0.00 030 063 0.00 0.00 0.00
environm 0.00 0.60 0.00 172 042 0.00
exportine 333 119 301 XE 120 247
farmers 667 0.90 063 317 042 W]
[ EDling 0.00 0.60 131 0.00 042 247
eradstud 0.00 119 196 0.00 168 247
heayy.in 0.00 030 0.00 72 0.00 0.00
hightech 0.00 119 131 0.00 210 123
Cind.tranf 0.00 0.00 063 0.00 0.00 0.00
Cind.uper 38 336 247
| indiv.b. 6.67 537 719 6.90 152 1.23
Cindustry 0.00 030 196
Cintergove 0.00 0.50 131 0.00 0.00 0.00
[jabsecwo 333 269 261 345 6.30 247
secencon, 0.00 1.99 0.65 172 152 0.00
secentsu 0.00 199 513 172 504 5.64
kev.enter 0.00 1.69 327 0.00 1.68 0.00
| keyproj 0.00 L.79 0.00 0.00 0.84 33
[Jand 0.00 0.90 063 0.00 0.00 0.00
light.in 0.00 0.60 0.00 0.00 0.00 0.00
[Joans §.90 504 0.00
“mannfac 0.00 030 0.00 0.00 042 0.00
[ matreser 0.00 030 0.00 0.00 0.00 0.00
merzers 0.00 030 0.00 0.00 0.00 0.00
[ microcredit 333 7.69 327 172 0.84 0.00
[ migrant 1333 | 1313|1176 0.00 378 194
outsorcin 0.00 030 0.00 172 0.00 123
[realest 0.00 239 0.65 172 042 0.00
[ retrain 6.67 478 438 517 3.36 741
service 0.00 149 0.00 0.00 042 0.00
SME (combined) 10.00 657 350 5.62 9.4 741
[ socsec 0.00 0.00 131 517 120 9.88
“socialinfr 333 0.60 0.63 517 1.63 247
[ SOEasstr 0.00 0.90 0.63 0.00 042 0.00
[ stimeent 0.00 119 0.00 0.00 0.84 0.00
| stimlog 0.00 0.60 0.63 0.00 0.84 123
| stimproy 0.00 030 0.00 0.00 042 0.00
[ taxation 0.00 2.69 158 345 1.68 194
tourism 0.00 0.90 131 0.00 0.00 0.00
unempl 6.67 1.43 2.61 517 2.52 6.17
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Meaning of colors:
stagnated (deviation
below 2 percent)
continuously larger share
continuously smaller
shares

Higher shares during
crisis

Lower share during crisis

Note: 1-9 in the raws are
the coding orders
Calculations took as
100.00 all values differring
from O in each period.
Change means when the
difference is more than 2
percent

Colors show the dynamics
of frequency of occurrence
of the news in the different
periods

Souce: Newspaper analysis
of the author, based on the
whole team'’s work.



Attachment 5.

Sensitivity to crisis regarding the nature of functions at sources and
destinations of migration

SOURCE DESTINATION
Level of organization Level of organization

Value Pre Crisis Post Value Pre Crisis Post
Centr.1 0.00 6.77 6.56 Centr.1 0.00 6.85 0.00
Provinc.2 0.00 7.62 8.20 Provinc.2 0.00 9.59 3.85
(1+2) 3 0.00 2.54 0.00 (1+2) 3 0.00 0.00 0.00
Prefect.4 80.00 66.95 80.32 Prefect.4 82.35 68.49 84.62
(2+3) 5 0.00 0.00 0.00 (2+3) 5 0.00 0.00 0.00
(2+4) 6 0.00 0.84 0.00 (2+4) 6 0.00 0.00 0.00
(3+4) 7 0.00 0.84 0.00 (3+4) 7 0.00 0.00 0.00

Distr.and Distr.and

lower 8 20.00 12.71 4,92 lower 8 17.65 15.07 1154
Unkn 9 0.00 1.69 0.00 Unkn 9 0.00 0.00 0.00
Values> 0 100.00 | 100.00 | 100.00 Values> 0| 100.00 | 100.00 100.00

Sphere of activity of the Sphere of activity of the

organization organization

Value Pre Crisis Post Value Pre Crisis Post
Polit. 1 0.00 3.38 3.27 Polit. 1 5.88 4.28 3.85
Financ. 2 10.00 4.23 9.83 Financ. 2 5.88 4.28 0.00
(1+2) 3 0.00 0.84 0.00 (1+2) 3 0.00 0.00 0.00
Admin. 4 50.00 74.57 62.29 Admin. 4 76.47 57.14 76.92
(2+3) 5 0.00 0.00 0.00 (2+3) 5 0.00 0.00 0.00
(2+4) 6 20.00 15.25 24.58 (2+4) 6 11.76 32.86 19.23
(3+4) 7 0.00 0.00 0.00 (3+4) 7 0.00 0.00 0.00
Econ. 8 20.00 0.00 0.00 Econ. 8 0.00 1.43 0.00
Unkn. 9 0.00 1.68 0.00 Unkn. 9 0.00 0.00 0.00
Values> 0| 100.00| 100.00 | 100.00 Values> 0 100.00 | 100.00 100.00

Level of involved Level of involved
organizations organizations

Value Pre Crisis Post Value Pre Crisis Post
Centr. 1 0.00 0.00 0.00 Centr. 1 0.00 0.00 0.00
Provinc.2 0.00 15.83 5.86 Provinc .2 0.00 0.00 0.00
(1+2) 3 0.00 0.00 0.00 (1+2 )3 0.00 0.00 0.00
Prefect. 4 0.00 65.80 82.10 Prefect. 4 100.0 83.33 100.00
(1+4) 5 0.00 0.00 0.00 (2+3) 5 0.00 0.00 0.00
(2+4) 6 0.00 0.00 5.86 (2+4) 6 0.00 0.00 0.00
(3+4) 7 0.00 2.62 0.00 (3+4) 7 0.00 0.00 0.00

Distr.and Distr.and

lower 8 0.00 0.00 5.86 lower 8 0.00 8.33 0.00
Unkn. 9 0.00 15.77 0.00 Unkn. 9 0.00 8.33 0.00
Values> 0 0.00 | 100.00 | 100.00 Values> 0| 100.00 | 100.00 100.00
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SOURCE DESTINATION
Sphere of activity of Sphere of activity of
involved involved
Value Pre Crisis Post Value Pre Crisis Post
Polit. 1 0.00 52.61 0.00 Polit. 1 0.00 7.14 0.00
Financ. 2 0.00 23.67 17.66 Financ. 2 66.62 57.14 0.00
(1+2) 3 0.00 0.00 0.00 (1+2) 3 0.00 0.00 0.00
Admin. 4 0.00 18.41 41.13 Admin . 4 33.31 14.28 0.00
(1+3) 5 0.00 5.26 0.00 (2+3) 5 0.00 0.00 0.00
(2+4) 6 0.00 15.78 11.73 (2+4) 6 0.00 0.00 0.00
(3+4) 7 0.00 0.00 0.00 (3+4) 7 0.00 0.00 0.00
Econom. 8 0.00 10.52 23.53 Econom. 8 0.00 21.42 100.00
Unkn. 9 0.00 21.04 5.86 Unkn. 9 0.00 0.00 0.00
Values> 0 0.00 | 100.00 | 100.00 Values> 0| 100.00 | 100.00 100.00
New organization or new New organization or new
function function
Value Pre Crisis Post Value Pre Crisis Post
New org. 1 60.00 21.05 21.56 New org. 1 41.18 26.56 12.50
New func2 30.00 53.68 45.09 New func2 58.82 65.62 70.82
(1+2) 3 10.00 4.20 3.91 (1+2) 3 0.00 0.00 4,17
4 0.00 0.00 0.00 4 0.00 0.00 0.00
5 0.00 0.00 0.00 5 0.00 0.00 0.00
6 0.00 0.00 0.00 6 0.00 0.00 0.00
7 0.00 0.00 0.00 7 0.00 0.00 0.00
8 0.00 0.00 0.00 8 0.00 0.00 0.00
Unkn. 9 0.00 21.05 29.40 Unkn. 9 0.00 7.81 12.50
Values> 0| 100.00| 100.00 | 100.00 Values> 0| 100.00 | 100.00 100.00
Type of the measure Type of the measure
Value Pre Crisis Post Value Pre Crisis Post
New meas. New meas.
newpur. 1 60.00 44,91 53.34 new pur. 1 3529 3151 38.46
Old meas. Old meas.
newpur. 2 30.00 22.88 19.92 new pur. 2 64.71 47.95 5385
Old.meas.old Old.meas.old
pur. 3 10.00 29.65 21.67 pur. 3 0.00 19.18 /.69
(1+3) 4 0.00 1.69 1.66 (1+3) 4 0.00 0.00 0.00
5 0.00 0.00 0.00 5 0.00 0.00 0.00
6 0.00 0.00 0.00 6 0.00 0.00 0.00
7 0.00 0.00 0.00 7 0.00 0.00 0.00
8 0.00 0.00 0.00 8 0.00 0.00 0.00
Unknown 9 0.00 0.84 3.32 Unknown 9 0.00 1.37 0.00
Values> 0| 100.00 | 100.00 | 100.00 Values> 0| 100.00 | 100.00 | 100.00

41




SOURCE

DESTINATION

Impact time span of the Impact time span of the
measure measure

Value Pre Crisis Post Value Pre Crisis Post
Short-t. 1 30.00 52.54 63.34 Short-t. 1 23.53 36.99 34.62
Long-t. 2 70.00 39.83 33.33 Long-t. 2 76.47 56.16 61.54
(1+2) 3 0.00 6.77 3.32 (1+2) 3 0.00 6.85 3.85
4 0.00 0.00 0.00 4 0.00 0.00 0.00
5 0.00 0.00 0.00 5 0.00 0.00 0.00
6 0.00 0.00 0.00 6 0.00 0.00 0.00
7 0.00 0.00 0.00 7 0.00 0.00 0.00
8 0.00 0.00 0.00 8 0.00 0.00 0.00
Unkn. 9 0.00 0.84 0.00 Unkn 9 0.00 0.00 0.00
Values> 0| 100.00 | 100.00 | 100.00 Values> 0] 100.00 | 100.00 | 100.00

Impact on transformation Impact on transformation

Value Pre Crisis Post Value Pre Crisis Post
Incr.net. 1 20.00 23.93 16.66 Incr.net. 1 0.00 26.03 3.85
Inc.com. 2 60.00 47.00 55.00 Inc.com. 2 64.71 52.05 61.54
(1+2) 3 20.00 18.80 19.99 (1+2) 3 23.53 19.18 30.77
4 0.00 0.00 0.00 4 0.00 0.00 0.00
5 0.00 0.00 0.00 5 0.00 0.00 0.00
6 0.00 0.00 0.00 6 0.00 0.00 0.00
7 0.00 0.00 0.00 7 0.00 0.00 0.00
8 0.00 0.00 0.00 8 0.00 0.00 0.00
Unkn. 9 0.00 10.08 8.33 Unkn. 9 11.76 2.74 3.85
Values> 0| 100.00 | 100.00 | 100.00 Values> 0] 100.00 | 100.00 | 100.00

Note: 1-9 in the raws are the coding orders
Calculations took as 100.00 all values differring from O in each period.
Change means when the difference is more than 1 percent
Colors show the dynamics of frequency of occurrence of the news in the different periods
Meaning of colors:
stagnated (deviation below 2 percent)
continuously larger share
continuously smaller shares
Higher shares during crisis
Lower share during crisis
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Attachment 6.

Positions of interviewees at sources and destinations of migration

Nanjing:
e The vice dean of the office of the unemployment and reemployment, the Bureau of
Labor and Social Security in Nanjing prefecture.
e The director of the labor information management, the Bureau of Labor and Social
Security in Nanjing prefecture.
Guangdong RDC
e The deputy director of social development division
Guangzhou:
e The Deputy Director of Guangzhou Service Center of Human Resource Market
¢ Minister of Management Department on Employment Agency
¢ Vice minister of Management Department on Employment Agency
Hangzhou:
e The director of Rural Employment Guidance Department which is affiliated to the
department of Labor Management Bureau.
Shenzhen:
e Officer of the Labor Employment Section, under Shenzhen Employment and Social
Security Bureau.
Wuxi:
e The vice dean of the office of the unemployment and reemployment in Wuxi
prefecture.
e The dean of the office of the unemployment and reemployment in Wuxi prefecture
Ningbo:
e Deputy Secretary of Labor Management Bureau
Sichuan:

e DRC: Sichuan Provincial Development and Reform Commission, Employment
Office

e Chengdu Employment Services Authority, Deputy Director of integrated.

e Chengdu Employment Services Authority, Labor Development Director.

Chengdu Employment Services Authority, Deputy Director of Employment
Assistance.

Chengdu Employment Services Authority, Employment Training Service Clerks.
Chengdu Employment Services Authority, Entrepreneurship promotion Office Clerks.

2

The Deputy Director of the Office of Migrant Workers
The Head of Employment Services Authority
Employment Services Authority, Deputy Chief of Enterprise Management Division
Ya’an City Employment Services Authority, Deputy director of Employment agency
Ya’an Municipal Labor and Social Security Bureau, Deputy Chief of the Training and
Employment Section

e Ya’an Municipal Labor and Social Security Bureau, Chief of the Legal system

e Ya’an Municipal Labor and Social Security Bureau, Chief of the Monitor
Bengbu:

e The secretary of the center of the unemployment and social insurance;

e The director of the center of the unemployment and social insurance;

e The vice director of the center of the unemployment and social insurance;

e o o o o O o o
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Hefei:
e The secretary of the bureau of the human resources and social security.
e The director of the labor and social security;
e The Dean of the unemployment and reemployment

Luoyang:

e The director of the rural employment department in "ministry of labor and social
security in Luoyang
Zhengzhou:
e The deputy director of the rural employment department in "ministry of labor and
social security”
e The secretary of the director of the ministry of labor and social security
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