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Abstract

This paper presents selected information from the Urban Household Survey (UHS)
conducted by the State Statistical Bureau of China for the two provinces Sichuan and
Liaoning for 1986-90. The UHS is a comprehensive survey of urban households from cities
all over China, based on household records of income and outlays for the complete year in
addition to socio-demographic background variables, quality of dwellings, inventory of
durables, etc. The survey includes consumption and income data which allow comparison
between the Chinese urban living standard and other countries, as well as assessment of the
income inequality in the Chinese society. Through the survey data the aftereffects of the
Cultural Revolution can also be traced.

Keywords: China, urban household data, living standard, Cultural revolution

* This paper is an outcome of an ongoing research cooperation project between the State Statistical Bureau of
China and the Central Bureau of Statistics of Norway. The project was initiated in 1990 and has been supporten
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1. Introduction

This article presents pertinent information about the living conditions of urban
households in the People’s Republic of China around 1990, based on data from the Urban
Household Survey conducted by the statistical organization of China, i.e. by Provincial and
Municipal Statistical Bureaus under leadership of the State Statistical Bureau in Beijing. The data
source used comprises the Urban Household Survey for two provinces and the years 1986-90. The
focus is on 1990, but the material from the four preceding years is also used to illuminate recent
trends and developments. ‘

The purpose is as much to present the richness of information and the amount of detail
in the Urban Household Survey (UHS), with a view that this may encourage interest in further
analysis of this unique source of information about the urban living conditions in China. The data
source opens for a multitude of studies of specific aspects of the social and economic development
of the urban Chinese society. The emphasis in this presentation is purely descriptive, no formal
analysis have been attempted. A major concern has been to ensure as far as possible that the
primary material has been understood and interpreted correctly.

The UHS is an important source of information. It is of great value to anyone interested
in the current development of the Chinese society. The most important use that is being made of
this source of information is, of course, in monitoring social and economic effects of the economic
reform program taking place in China. The fast growth combined with far-reaching, but gradually
implemented, economic reforms may change over some decades many of the aspects strongly
identified with the post-1949 Chinese society. No one can forswear that upheavals will not take
place when the all-powerful party-state changes the rules and yields the reins of economic power
to a different set of actors, even in a gradual fashion. The value of good statistical surveys of this
process can hardly be exaggerated. Further analysis of the UHS inside and outside China will
surely have feedback on the sampling design, the choice of issues to be included in the survey, the
quality control, the way of presenting the information from the surveys, etc.

‘ Data from the UHS have been analysed outside China by several researchers. Hu Teh-
Wei with various associates have conducted several analyses of Tianjin data from the UHS for years
prior to the sample studied in this paper, see Hu & al. [5]-[8], and their results have been -
illuminating for our understanding of the observations studied here. Hussain & al. [10] have, as
part of a research programme on the Chinese Economy at London School of Economics, analysed
a subsample of the UHS for 1986 made available by the Chinese Academy of Social Science (CASS)
from the original data of the State Statistical Bureau, but with little or no information about the
sampling procedure. In principle, these data should overlap for the two provinces with the data
under consideration here'. The CASS data have been used also by Roberta Dessi [3] in a somewhat

! The sampled data used at LSE covered 28 provinces after 3811 urban households (after "cleaning"). The
coverage of individual provinces was much less than in our data for two provinces. The LSE study
comprised, however, also data from the corresponding Rural Household Survey and allowed comparison of
urban vs. rural household incomes, see [10].



speculative analysis of the factors affecting wealth holdings. Lewis and Andrews [11] analyses
urban and rural consumption, but is unclear about the exact source of the urban data. In the World
Bank publication [19] (translated from Chinese) staff members from CASS analyse Beijing household
data for 1981 and 1982, perhaps this is a UHS subsample, no information about the sample
procedure is given and no reference is made to the State Statistical Bureau. Distributional aspects
of income and consumption of our sample data have been studied by Aaberge and associates [1]-
[2].

The features selected for description of the living conditions of urban Chinese
households can be grouped roughly as representing three different viewpoints to some extent
cutting across the thematic division in chapters. One aspect is the level and distribution of living -
standard as described by the consumption and income level, the amount of living space and other
dwelling conditions, the stock of durable goods owned by the household, etc. Most of the
information about this aspect is found in chs. 6-8. The living standard of urban households in China
can be compared with that of other countries at different stages of development. A second aspect
which can be called the effect of politics on the social and economic development, are represented
by two rather different influences overlapping in time: the aftermath of the havoc created by the
Cultural Revolution, and the family planning policy vigorously pursued since the 1970s. The
Cultural Revolution is very visible in the statistics 15 years after it officially ended (and will remain
so for decades), in particular in the demographic and educational background variables of the
households in chs. 4-5. The one-child policy which became the final form of the family planning
efforts, especially in the urban areas, is an influence which will set its mark on the Chinese society
for a long time. A third aspect of more temporary nature is the events, as recorded in the sample
observations, of the particular years 1986-90 as set out in ch. 9. In the middle of this period
occurred a relatively mild, but yet serious, burst of inflation, causing (or perhaps partly caused by?)
a rush for durable goods, especially colour TV sets. The inflationary burst caused real incomes to
fall for the vast amount of households earning wages set in nominal terms by the state.

* ¥ %

The Urban Household Survey is a comprehensive household survey based on complete
annual accounts of incomes and outlays of a large number of non-agricultural households with
additional information about family structure, dwelling, ownership of durable goods etc., for each
household. There is in China a quite sharp distinction between urban administrative units
(metropolitan areas, cities and county towns) and rural administrative units (counties). The rural
areas are covered by a corresponding survey, the Rural Household Survey. The sampling design
of the Urban Household Survey is discussed in chapter 2, along with some information on the
history of the UHS, the size of the samples, the statistical supervision of the sampled household etc.

The total number of urban residents in China, i.e. the total number population with
domicile in urban administrative units, was 302 millions in 1990 or 26.4 per cent of the total
. population of 1143 million people in 1990 (SYC , 1991). There is also a commonly drawn distinction
‘between agricultural population, which in 1990 counted 903 million people, and non-agricultural
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population, which counted 220 million people in 1990 (SYC, 1991) This distinction cuts across the
urban/rural administrative units. The UHS is delimited to comprise non-agricultural urban
households (in chapters 4-10 just ‘urban’ is used for short).

While the UHS covers all provinces (except Tibet) and the municipalities of Beijing,
Tianjin and Shanghai, altogether 29 of the 30 regions at province level, the sample observations
analysed in this article are restricted to two provinces of China - Sichuan and Liaoning - each of
which represents characteristic features of China today. Sichuan is the largest province by
population with more than 100 million inhabitants and situated landlocked in the southwest central
part of China on the Yangtze river. Liaoning is smaller, one of the first regions to become
industrialized in China, and situated in the northeast on the Yellow Sea. Some background
information on the two provinces is given in chapter 3.

The Chinese family structure is discussed in chapter 4. The one-child policy of China,

which was introduced in 1980, has been quite strictly enforced in urban areas. Chinese urban
 families are as a consequence quite small. The family planning policy may have influenced the age
of women at the first (and usually only) childbirth as well. The demographic composition of the
urban population has been strongly influenced by political factors, such as the urbanization drive
of the early post-1949 period, the forced migration to the countryside in the famine years of the
early 1960s, and, particularly, the Cultural Revolution (1966-76) which sent tens of millions of
young people to the country side. The disastrous hunger years of the early 1960s have also left
severe marks in the population pyramid.

Chapter 5 deals with education and shows that China has achieved a very comprehen-
sive urban education system, while the oldest generation is still marked by the illiteracy of the pre-
1949 China. Traditionally the Chinese male population has received much better education and less
illiteracy than the female population. For the youngest generation there is little difference by
gender. Universitites and other higher education institutions in China were virtually closed down
for a ten-year during the Cultural Revolution, and as a result many young people were deprived
of higher education. , | :

The urban households in China are generally small and often confined to narrow living
quarters. As presented in chapter 6 the UHS reports in a fairly detailed way on these conditions.
* The quality of dwellings are described by size in m square meters and the access to various
facilities. As to be expected, living quarters are generally cramped by western standard, and much
more so in Liaoning than in Sichuan. Almost one quarter of the households in Sichuan have no
sanitary facilities (almost one fifth in Liaoning). Almost 90 per cent of the households are owned
by the work unit, state-owned or collective-owned. ’ '

The vast majority of Chinese urban households are dependent upon wage income from
state-owned work units as shown in chapter 7. Relatively few (about 10 per cent) draw income only
from collective-owned work units, and a negligible number, according to this survey,from self-
~ employment. The survey includes fairly complete annual accounts of incomes and outlays, and

2 The agricultural and non-agricultural population do not add up to total populatioh as there is a small
"others" category. :



provides a good basis for the study of income distribution in urban China. The sources of income
also those of a clearly supplementary character is surveyed in some detail, and the structure of the
labour remuneration is presented. The female/male wage earnings ratio is presented and found to
be a little above 80 per cent in Sichuan and close to 90 per cent in Liaoning. Wage earnings by
occupation can also be deducted from the survey.

The UHS gives a very detailed description of the household consumption in terms of
the goods purchased for household use. Chapter 8 examines the structure of consumption. The food
composition is looked at in somewhat more detail, especially the role rice and other grains play in
the urban Chinese diet, including variations with income. The stock of durables in the Chinese
household is also presented. The Chinese urban consumer has in recent years had more choice of
supply as pavement stalls of "free market" trade have given the state shops competition.
Information inherent in the sample of the role of the free market versus state shops in the trade of
six food categories is extracted.

Chapter 9 deals with the development of consumption in the years 1986-90, in partlcular
the ownership and purchases of durables. In recent years, covered by our data, there has been a
massive expansion in the ownership of certain durables. In the period a surge of inflation occurred,
coinciding with a boom in durable goods demand and causing real incomes to fall. The household
saving behaviour in these years is also presented.

Chapter 10 concludes.

2. The Urban Household Survey

It seems that relatively little has been published in English earlier about the sampling
methods and organization of the Urban Household Survey, we therefore present our understanding
of this important data source in a fair amount of detail in this chapter. The information about the
Urban Household Survey below is based upon written sources available ([9]), upon unpublished
notes in English from the State Statistical Bureau outlining various aspects of the data collection
([16]), and to some extent upon oral information®.

The Urban Household Survey of the State Statistical Bureau was established in 1955 as
a survey of 6000 state employee households in 27 cities throughout China. The continuation was
disturbed by political unrest ("the anti-rightist campaign") in 1958 and finally abandoned in 1960.
A new start was attempted in 1961 with a survey of 1000 households in 28 cities. This was
expanded in 1964 to a huge survey of 139,000 households drawn from 59 cities and 24 county
towns*. In the following years the survey comprised 4000 households of state employees from 40

3 The information gathered from different persons and notes sometimes seems inconsistent, which may be
~ due to communication problems as well as changes in the way the Survey has been conducted over the years,
. especially in the period since 1984.

* Cities and county towns are different administrative units. Cities are generally larger than county towns, '
whxch are the administrative centres of counties. Cities are directly under the province administration. The
(contmued J)



cities until it was suspended in the turmoil of the Cultural Revolution in 1966. Statistical work was
toa lafge extent in disarray during the Cultural Revolution as a considerable part of the statistical
staff was sent to the countryside and the regular statistical work came to a standstill. The
consequences of this upheaval is still notable in the shortcomings of the Chinese statistical system,
especially in the discontinuity of time series.

The Urban Household Survey was not reestablished until 1980. In that year a survey of
88,000 households of state employees was conducted and followed up in the ensuing years by
surveys of a subsample of the 1980 survey. In August 1983 the State Statistical Bureau created on
the basis of a State Council decision the National Organization of Urban Socio-Economic ‘Survey.
This entity functions as a separate department within the State Statistical Bureau with subordinate
organizations at two lower levels. At the level of provinces (municipalities, autonomous regions)
there are provincial urban sample teams as part of the Provincial Statistical Bureaus and at a lower
level there are city and county urban sample teams. This reorganization has given the Urban
Household Survey a very prominent place in the monitoring of the Chinese social and economic
development.

From 1984 the sampling population was extended from covering only state employee
households to all non-agricultural households. Urban administrative units may comprise agricultural
enclaves. The agricultural population in the urban areas is not included in the Urban Household
© Survey. The urban non-agricultural population comprised in 1988 (see [13]) 140 million people®.

The methodological basis for sampling households was considerably improved from
1984 onwards. The sample is taken from a large number of cities and counfy towns and covers all
provinces (except Tibet). From each city or town selected is sampled a fixed minimum sample (100
or 50). The total sample has in recent years comprised varying numbers of households. The core
sample consists of 15,000 households for each year. The number 15,000 is referred to ([9]) as the
minimum number of households in a national urban survey to satisfy criteria of statistical
confidence. The official credo is that a sample of this size implies that the sampling error of main
characteristics is less than 1% at a confidence level of 95%. A central file of the records of these
15,000 households is kept by the State Statistical Bureau. The statistical bureaus in the provinces
extend, however, the part of the Survey under their control to provide better representation at
provincial level. The total number of households surveyed each year has consequently varied from
less than 25,000 in the early years after 1984 and now seems to be about 44,000.

The sampling method has not been described in great detail in any document translated
into English. The sampling procedure is described by Chinese statisticians as a multi-stage stratified
systematic sampling and can be outlined as follows. As there is no register of all households

4(...continued) : ‘
metropolitan-sized cities - Beijing, Tianjin, and Shanghai - are municipalities ranked on the same level as
- provinces. Other cities are classified by the size of the non-agricultural population in urban areas as very large
(> 1 mill.), large (500,000-1 mill), medium-size (200,000-500,000) and small ( < 200,000).
® There are, of course, in the rural administrative units many households who make their living from non-
agricultural work, for instance from township industries. These households are also excluded from the UHS.
The urban/rural distinction runs very deep in the Chinese statistical system.
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available for statistical purposes in China the sampling is conducted as two-stage sampling. A one-
time sample of about 150,000 households is established, i.e. ten times the size of the national annual
sample, and this sample is the basis for annual sampling.

In the first stage of the one-time sample cities and county towns are selected from the
around 3000 cities'and county towns in China. All cities and county towns are divided into six
large geographical areas. The national sample of 15,000 households is distributed between these
large areas in proportion to the total non-agricultural population. Within each area cities and county
towns are ordered according to the size of population. The minimum size of the sample from each
city is set to 100 for cities and to 50 for county towns. These minimum numbers have been chosen -
for convenience with regard to the supervision of the sampled household (see below). For the
national sample of 15,000 households a selection of 100 household corresponds approximately to
a city with 1.46 million inhabitants and a selection of 50 households to a county town of 730,000
inhabitants. These numbers are then used as sample intervals. The cities and county towns are
selected from the ordered list of cities and county towns by starting with the city in the comprising
the central point in the first sample interval. A total sample size of 15,000 leads to a selection of 205
cities and county towns. The one-time sample of household is established by drawing about ten
times the national sample from the selected cities and county towns. '

Some cities and county towns seem to have been additionally included to provide better
coverage; for instance are provincial capitals always included even if they were not selected and
cities and county towns in remote areas inhabited by ethnic minorities are included "in recognition
of the financial difficulties of those regions” at provincial or lower level in addition to those selected
by this procedure®. 3

The procedure for selecting households for the one-time survey has not been described
in great detail in English. The households seem to have been selected in a three-stage procedure.
In the selected cities and county towns enumeration areas have been defined by streets, and streets
have been selected by systematic sampling from the list of enumeration areas. This is the first stage.
In the second stage another cluster, neighbourhood committees, has been used as unit. Neighbourhood
committees are selected in the second stage by systematic sampling from the selected streets.
Finally, in the third stage households are sampled by residence registration as equal interval
sampling in the order of geographic location, i.e. by door number. The three-stage procedure
applies only for very large and large cities; in medium and small cities and in county towns only

® The actual total sample seems to have varied over the years since 1984 and generally been much larger
than 15,000, although this number of households seems to have been kept in the central file at SSB. One note
reports that the 1987 Survey comprised 32,855 households, an increase from 25,265 in the preceding year, and
that the sampling interval used was 1 mill. persons. The same source reports that the number of city
households increased between these two years from 17,046 to 25,265, while the number of county-town
households decreased from 9,978 to 7,590. The number of cities and county towns covered in 1987 is 251 and
154, respectively. (Why the relative proportions of cities and county towns shifted so dramatically from one
year to another is not revealed.) A more recent note reports that the Survey at the end of 1989 comprised
44,?:(;\0 households covering 553 cities and county towns, 20 percent of the total number of cities and towns
in China. :



the latter two stages are applied’.

The way of condﬁcting the first and second stage of selecting clusters of households are
of importance for the quality and representativity of the one-time survey. The reasons given for not
applying simple random single-stage sampling of the households are that it would be too costly
and difficult to establish a satisfying directory of family addresses for the whole city (or town). It
would also be inconvenient with regard to the data collection and the supervision of the selected
households. It is, of course, important that the streets and neighbourhoods selected have a good
distribution over the whole urban settlement. Cost considerations seem to have been important.

Then there is the procedure of selecting the national sample of 15,000 households from
the one-time survey. All the households of the one-time survey are visited by enumerators which
register the size of the household and the employment status and income of each member. The
one-time survey is classified on the basis of the registered information in five classes according to
income per capita. The intervals which seems to have been the same since 1984, is in Huang &
Cheng [9] given as 50 yuan and less, 50-70 yuan, 70-90 yuan, 90-110 yuan, and 110 yuan and more.

These income classes are then used as strata in a purely random sampling from the one-
time survey. Apparently some checking procedures of the representativity of the sample are also
undertaken, but not well described. It is stated that if "notable diversity" is found between the
characteristics of the one-time sample and the randomly selected households, "...these households
will be cast away, and the reselection will be organized until there’s no notable diversity", Huang
& Cheng [9].

Before 1988 the same sample was used each year. The unchanged sample saved costs,
but difficulties naturally arose with the cooperation of households as the annual everyday
~ accounting is no small task for the book-keeper in the family. Since 1988 the sample has rotated by
changing one third every year. It is indicated that in special circumstances households of state
employees and non-state employees were sampled separately®.

The selected households are required to record incomes and outlays every day
throughout the year in an account book under directions given by a Survey official or enumerator
supervising the household. Each enumerator supervises 20 households and is required to visit each
household twice every month. In addition to the account books the enumerator will collect further
information by interview and by a questionnaire given to the household. There are certain checking
procedures to ensure the quality of the data. '

The enumerators are given considerable training and supervised by the statistical
organization at the two regional levels. The enumerators are, of course, obliged to discretion with
regard to revealing information about individual households to anyone or any agency. The detailed
instruction says "definitely to avoid interfering in family quarrelling"(!). Fairly detailed guidelines

7 Orally collected additional information indicates, however, that households in Liaoning until 1990 were
selected via the workplace of income earners. This information has not been corroborated.

® This information does not seem to be consistent with what can be observed from the data. The data we
have had access to comprise the Sichuan and Liaoning parts of the national file for 1986-90. According to the
general description the same households should have included for 1986 and 1987, but this could not be
verified.



are given by the State Statistical Bureau to the household survey divisions both in the provinces
and in the cities and counties.

The annual urban household survey comprises, as mentioned above, 44,000 household
at present. The excess of 29,000 households over the national sample of 15,000 households is a result
of regional units extensions to provide better regional coverage. The 44,000 are distributed over 553
cities and counties. With each enumerator covering 20 households, there are altogether 2200
enumerators involved at the lowest level of data collection and supervision and a considerable
larger number of employees involved at the three levels of statistical organization - an impressive
organizational effort! |

3. Two Chinese provinces - Sichuan and Liaoning

The use of data from the Urban Household Survey below is restricted to the parts of the
national file of 15,000 households stemming from the provinces of Sichuan and Liaoning for the
year 1990. The data made available to us by the State Statistical Bureau also comprised the
extractions for the same two provinces for the four preceding years, and we make use of those data
as well to shed light on the living conditions of Chinese households. As a background for the
information about urban households in the two provinces a sketch is given of the main features of
the two provinces and what they represent of the mammoth state of China.

Sichuan ,

The mountainous province of Sichuan is situated in the southwest of China. The
population is concentrated along the valley of the Yangtze River (Chang Jiang) and in the Sichuan
Basin in the central part of the province. With a highly developed water conservancy system and
a humid subtropical monsoon climate, the Chengdu Plain - one of the nation’s most thoroughly
irrigated districts - is ‘wellknown for its richness in agricultural products and often referred to as
the "land of abundance". The famous ancient irrigation works of Dujiangyan, which was
constructed already in the third century B.C., still serves the farming area on the Chengdu Plain
today. Sichuan has a mild climate, the mean temperature in the provincial capital, Chengdu, is 5.7
degrees centigrade in January and 24.7 degrees centigrade in July.

Sichuan is by population the largest province in China and had a population of 108
million by 1990, i.e. 9.4 per cent of the total population. The urban population is, however,
relatively small. There were 26 cities in Sichuan by 1988, of which two very large cities (Chengdu
and Chongging), no large cities, seven medium-sized and 17 small cities’. The number of non-
agricultural residents in urban areas totalled in 1988 only 7.9 million or 7.4% of the province
population, ([13], p.49). The urban total of Sichuan in the same year was 18.5 million or 17.5% of
the province population. To further illustrate the relatively small number of people in Sichuan who

? For the size classification of cities, see footnote 4.
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qualify for the UHS, it can be mentioned that Chongqing in 1988 was the largest city in China with -
14.6 million people when the total population in the counties under municipal administration is
included. The non-agricultural, urban population in Chongginq was only 2.2 million in 1988,
ranking 8th among Chinese cities.

Sichuan is isolated from the central part of China by precipitous mountains. On many
occasions throughout the history of China feudal separatist regimes have been established in
Sichuan because of its tenable defence position and highly self-sufficient economy. The first railway
line connecting Sichuan with other regions in China was built in the 1950s. Compared to the coastal
regions, Sichuan is disadvantageously situated with regard to international trade and integration
in a wider economy. , , , '

Chengdu is the hub of road, railway and air transport in Southwest China. It is also the
centre of the machinery, electronics and metallurgical industries in Sichuan. The hilly city of
Chonggqing is a major centre for transport, trade and industry in the upper reaches of the Yangtze
River. As the first city in the southwest of China to have set up modern industries, Chongqing has
today both light and heavy industry with metallurgy, machine-building, chemistry, textiles and
food-processing as the backbone of a diversified industrial sector. Panzhihua (Ducou) is one of
China’s biggest iron and steel industry bases. Xichang is well known as China’s most important
centre of space industry. |

Sichuan had very little industry before 1949, mostly producing basic consumer goods. |
Several of the 156 large projects of the First Five Year Plan were launched in Sichuan. The regional
development policy at that time aimed at reducing income disparities between provinces by
strengthening agriculture in the comparatively more backward areas and creating industrial centers
where none existed before. The First Five Year Plan also gave priority to military needs. Sichuan
was considered as the strategic rear base for the defence of China. (Chongging was the provisional
capital of the Nationalist Government during the Second World War). Armaments industry
developed rapid.ly in the 1950s. _

From the mid-1960s defence concerns induced the Chinese authorities to promote
industrial bases in remote parts of the southwest of China including Sichuan. Investment in the so
called "Third Front" facilities amounted to nearly 200 billion RMB yuan before it was suspended
in the early seventies. The proportion of total investments absorbed by the "Third Front" policy
varied from 38 per cent in the period 1963-1965 to 53 per cent between 1966-1970 and 41 per cent
between 1971-1975. This explains why Sichuan and other interior provinces had a comparatively
high per capita industrial output growth between 1957 and 1979. The income gap between the
comparatively richer coastal provinces and the poorer interior provinces also narrowed significantly
in this period. However, there is no doubt that the decision to channel such a large share of
industrial investments into interior regions was incredibly costly by any measure.

The purpose of the reforms initiated in 1979 was to release the productive power and
creativity of individual production units from the tight central administrative control and to open
the nation’s economy to more exposure to the international economy. Clearly, the coastal regions
have benefitted most from the reforms and the adoption of an export-oriented development
strategy. Sichuan was by and large a neglected region in this reform push in terms of investments,
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except for a few areas (such as energy and mining of nonferrous metals) and, consequently, lagged
behind the national average in per capita GDP growth in the 1980s. | »

Sichuan’s GNP totalled 100 billion RMB yuan in 1989, and ranked in fourth place among
all 30 provinces (municipalities, autonomous regions). The factor income from industry accounted
for less than 40 per cent of the total for the province, which means that Sichuan is a comparatively
less industrialized region. The per capita national income in 1990 is 896 yuan or 71.7 per cent of the
national average. Per capita consumption was 527 RMB yuan for all residents and 1086 RMB yuan
for non-agricultural residents in 1989 ([17]). ,

Although Sichuan may seem less developed than a number of other regions, the

- province has comparative advantage in quite a few fields. Sichuan is very rich in natural resources,

especially hydro power and nonferrous metals, and subsequently has advantages in metallurgical
industries. The enormous consumer market and plentiful supply of cheap labour would allow a
further development of light industry. A big potential advantage in Sichuan is the high-tech defence
enterprises ("Third Front" enterprises). These enterprises has advanced technology, the best
equipment and hundreds of thousands of highly qualified technical and engineering staff. The
armament industry compares favourably with many civilian industries. Modest progress has been
made in recent years in turning this sector into a dual-purpose industry, serving both military and
civilian needs.

The sample size of the survey data for Sichuan was 550 households and 1784 individuals
in 1990. The survey covered 8 cities, of which two were very large, three medium-sized, and three
small cities™.

Liaoning

The province of Liaoning is situated in the northeast of China facing the Bohai Sea and
the northern part of the Yellow Sea. In the southeast Liaoning borders on North Korea. Liaoning
has a continental monsoon climate with an annual precipatation at about 750mm. The mean
temperature of its capital, Shenyang, is -8.3 degrees centigrade in January and 23.5 degrees
centigrade in July. _
' Liaoning had by the end of 1990 a population of 39.7 million or 3.4 per cent of China’s -
population. The urban, non-agricultural populétion of Liaoning counted in 1988 12.9 million people
or 37.8% of the province total ([13], p.49). The urban total was in the same year 19.3 million or
50.3% of the total population. Hence, the degree of urbanization is vastly different in the two
provinces. The strict classifications - urban/rural and agricultural /non-agricultural - indicate a strict
administrative control over internal migration. It also serves as a reminder that there are in many
cities groups of temporary dwellers, i.e. without rights of residency as non-agricultural inhabitants,
hired as construction workers and other jobs, and conspicuously absent from the survey.

1 The selection of households by city was as follows (non-agricultural population in 1988 in parentheses):
From the very large cities were selected 100 households from Chengdu (1.65 mill.) and 150 households from
Chongging (2.22 mill.), from the medium-sized cities were selected 50 households from Luzhou (253,000),
from Zigon% (384,000), and from Leshan (335,000). From small cities were selected 50 households from
Nanchong (173,000), from Wanxian (149,000), and from Guangyuan (172,000).
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Liaoning is undoubtedly China’s most important base for heavy industry. Founded by
the Russians and the Japanese under the semicolonial period in the first half of this century,
Liaoning’s heavy industry experienced another major booming period under the First Five-Year
plan (1953-1957) strongly supported by Soviet aid.. Shenyang, Anshan and Benxi were rapidly
developed into important industrial centres. As a result of the industrial development Liaoning
concentrated urban population. Four of the thirty very large cities (i.e. with more than 1 mill. non-
agricultural residents) are located in Liaoning, with the capital Shenyang ranking the fourth,
immediately after the 3 municipalities (Shanghai, Beijing and Tianjing). There are also four out of
28 large cities (i.e. between 0.5 and 1 mill.) located in the province.

Liaoning’s GNP amounted to 92 billion RMB yuan in 1989 or 5.8 per cent of China’s . .
GNP, which gives Liaoning 5th place among the 30 regions in China. Merely 20 per cent of the
national income comes from the agricultural sector, while 34 per cent of the employment takes place
in farming, forestry, animal husbandry, fishery and water conservation. (The corresponding
numbers of 39 per cent and 72 per cent in Sichuan express the difference between the two
provinces.)

Liaoning stands out as a relatively highly industrialized and urbanized region in China.
On the basis of the abundant natural resources of the region, the well-established basic industrial
facilities, and last, but not least, the enormous potential yet to be exploited in the reform process
towards a marked-oriented economy, an even higher growth rate - well above the national average
- is to be expected for the 1990s.

Liaoning has an advantageous position with regard to coal, iron, petroleum and natural
gas, as well as cultivated land, hydro power and water resources; an solid base for a continued
development of heavy industry and this is what seems to be in the plans of Chinese authorities.
Shenyang, the largest economic centre in Northeast China, is surrounded by a coal centre at
Fushun, a steel centre at Anshan, the coal and iron city of Benxi, the coal and electricity city of
Fuxin, and the rising petrochemical cities of Liaoyang and Tieling. Altogether these centres form
a heavy industrial complex, served by a well-developed railway network. Shenyang is today a
comprehensive industrial centre with a well developed machine tools industry among a large
number of manufacturing branches. Dalian with the largest harbour in the Northeast of China is
also an industrial base with many large and medium-sized key entérprises, producing everything
from ocean-going ships, tankers and offshore drilling platforms to TV sets, tape recorders and
washingmachines. The Anshan Iron and Steel Corporation,with 400,000 employees is the second
largest industrial enterprise in China.

Liaoning’s status as the nation’s most important heavy industrial base has not been
changed during the economic reforms in the 1980s. On the contrary, large scale investments have
been made to ensure a stable growth in heavy industry. According to China’s latest published
Industrial Policy, raw materials, energy, transportation and telecommunication industries will enjoy
top priorities to soften the pressure on the bottle-necks created by the constrained capacity of the
processing industries. Liaoning’s total investments in fixed assets in 1989 ranked 4th highest among

_the regions, while none had higher investment plans and plan fulfillment of projects with
‘investment of 30 million RMB yuan or more. '
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Liaoning’s fixed assets measures by original value are the highest in the nation. The
manufacturing sector is highly capital intensive, the efficiency is, perhaps, less than should be
expected. Overall labour productivity of industrial enterprises with independent accounting systems
is below the national average. Gross output value in proportion to original value of fixed assets
ratio and pre-tax profits as a share of sales revenue are also both lower than the average. This may
be due partly to the fact that most enterprises have not implemented much technological
innovations over the last 30 years, which means that technology still remains at the (Soviet) level
of the 1950s. Another reason is the price and taxation systems still in force.

Forty years of a centrally planned economy have led to neglect of economic efficiency
in pursuit of a high growth rate in output values. New establishments were for a long time almost
the only way for expansion of production capacity. As a result most industrial enterprises in
Liaoning suffer from the decay of "ageing": the technologies, as well as the facilities and the

products are too old to meet the needs of a market with ever harder competition from more recent
| production facilities in other regions and from other countries. In the last few years impressive
efforts have been made to upgrade the traditional industry and the old enterprises.

The sample size of the survey data for Liaoning is 597 households and 1983 individuals
in 1990. The survey covered 6 cities, of which three were very large, two large, and one medium-
sized™.

4. Family structure™

The traditional Chinese household included all generations and as a result was usually
fairly large. Several factors have contributed in breaking up the traditional household to make way
for the modern small Chinese urban household. The "one-child policy”, which has been rather
strictly enforced in urban areas from 1980, has naturally had a strong influence on the average
number of children in the family. The social, economic and political development in post-1949
China, in particular, the economic reforms introduced after 1979 and the increased contact withv
western culture, has had considerable impact on the family life, time use, lifestyle and modes of
~ thought arhong urban Chinese households. With regard to the family structure, however, nothing
can rival the current family planning policy in overall impact on the demographic backdrop of the
coming decades in China.

' The selection of households by city was as follows (non-agricultural population in 1988 in parentheses):
From the very large cities were selected 150 households from Shenyang (3.52 mill.), as well as from Dalian
~ (1.66 mill.), and 97 from Anshan (1.17 mill.). From the large cities were selected 100 households from Jinzhou

(653,000), and 50 households from Dandong (504,000). From medium-sized cities were selected 50 households
from Wafangdian (242,000).

2 In chapter 4-9 below estimates from the sample data are generally given with standard deviations (in
parentheses). Beyond this the statistical significance is usually not commented upon. Min/max observations
are sometimes given. ‘Mean’ and ‘average’ are used interchangeably.
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Figure 4.1: Average number of persons in urban households, 1986-1990
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Source: Sample data and SYC 1990, 1991. According to related information in SYC 1991, p. 246 the larger
the size of the city, the smaller the size of the household. For 1990 the Urban total curve in Figure 4.1 shows
3.50 as the average size of the household. The size varies from 3.30 in very large cities through large (3.45),
medium (3.47) and small cities (3.64) to county towns (3.61).

In modern China young urban people have become more independent of their parents
after getting married. The dominating system for allocating dwellings, namely that the work units
is responsible for housing and distribute flats to employees, has also made it easier for young
couples to establish their own household. On the other hand for single young people or unmarried
couples it is not only difficult, but virtually impossible to establish a separate household. The
declining birth rates which followed as a consequence of the family planning policy has contributed
towards a smaller average size family. It is not uncommon though, that one or more parents live
with the younger generation. :

Figure 4.1 shows the average size of households as observed in our survey data for the
two provinces and also the average size of the urban households in all of China. The province data
and the urban total have somewhat different levels, but both show a quite marked tendency
towards smaller households over the period covered by the survey.

The households included in the survey are of many different types. It is not surprising
to find that as a result of the current birth control policy couples with one child have become a
predominant urban household type, especially in Liaoning. The pure type of couples with one child
(< 18 years) counts for 36.2% of all urban households in Sichuan and for 54.1% in Liaoning (see
Table 4.1).

But also in other household types there may be single children. The meaning of the
household types specified in Table 4.1 is explained in a note to the table. Both the single adult type
and the types comprising three generations may include a single child (< 18 years) in the
household, and as observed in 1990 just above 50% of all households in Sichuan and just above 60%
of all households in Liaoning are one-child families in this sense. o
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Table 4.1: Frequency of different household types in 1990. Per cent

Sichuan Liaoning
Single adult (parent/grand parent) ................... 8.9 4.0
Couple without children ........................... 14.0 74
Couple with one child (<18 years) ................... 36.2 54.1
Couple with two or more children (oldest child < 18 years) 7.1 » 87
Couple with child(ren) and/or grandchild(ren) .......... 22,5 _ 19.6
Couple with parent(s) and child(ren) .................. 9.1 : - 47
Other ...... . i e i e 22 1.5

Percentages add to T00.0.

Note: Single adult may or may not include child/children. Couple without children, Couple with one child, and
Couple with two children, should be self-explanatory as pure types. Couple with child(ren) and/or grandchild(ren)
is either a two-generation family with eldest child > 18 years or a three-generation family with the main
person in older generation. Couple with parent(s) and child(ren) is a three-generation family with the main
person in the intermediate generation. The last type cover all other household compositions.

The frequency of household types is related to the demographic age structure of urban
~ households. Figure 4.2 shows the age structure for the two provinces in the shape of the familiar
population pyramid based on five-year cohorts as observed in the UHS data. The fact that the
figure does not look much like a pyramid is, of course, striking. The below-35 years part of the
figure shows a pattern that looks more like the result of a devastating war! Especially notable is the
small size of the 20-24 and 25-29 cohorts, i.e. those born in the 1960s (for Sichuan also those born
1955-60), especially compared to the large preceding cohorts. The family planning policy has clearly
had an effect, but other dramatic events have influenced the age structure of the urban population
as well. '

Among the impacts on the urban demographic structure is the accelerated urbanization
drive which took place in the early years after 1949 as part of the rapid industrialization drive. In
‘the early 1960s there were a succession of famine years which led to low birth rates, and also to a
forced migration from the cities to the coun&yside in an attempt to dampen the effects of the
famine. Finally, the Cultural Revolution which from 1966 and until the early 1970s sent tens of
thousands of young people to the countryside. Although most were allowed to return to city life
after some years exile, the normal pattern of family formation were severely interrupted™.

It can also be noted that the one-child policy introduced from 1980 did not result in an
immediate reduction in the number of childbirths, the 5-9 cohort is the same size as the 10-14
cohort, and much larger than the 0-4 cohort. To pursue these highly interesting demographic

13 There is oral evidence that young people who married during this forced exile, usually lost the right to
- permanent residence in large cities forever.
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aspects goes beyond our purpose here™.

Figure 4.2: Age structure by 1990
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In Table 4.2 more sﬁmniary indicators of the overall household composition are given
~ in the form of "dependency indices", and the UHS data observations are compared to éorresponding
indicators at the provincial and national level. The definitions of the dependency indices are given
. inanote to the table. By comparison of our Sichuan data with the corresponding urban totals for
~ Sichuan it may seem as if the UHS data are biased in the direction of few children and el_derly; As
described above the UHS covers only from cities and county towns. From the information given
in chapter 3 (footnote 10), it appeared that the Sichuan samplé has been drawn from fairly large
cities, hence, the urban total figures in Table 4.2 represent a somewhat larger universe, and other
urban areas may have been less strictly controlled with regard to the one-child policy than the
larger cities. This serves to explain to some extent also the tendency towards smaller families in
larger cities stated in the annotation to Figure 4.1. | '
The survey data describes in detail the composition of the household with regard to the
number and age of the household members, but exact information about the biological relationships
are missing. Hence, the survey is far from ideal for studying the impact of the one-child policy on

¥ For monitoring the population development and the effect of the family planning policy other surveys
. are better suited the UHS, especially the regular population sample surveys undertaken by the Stat
Statistical Bureau and special fertility surveys undertaken by the State Family Planning Council. o
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behaviour. An observed couple with one child may thus be a two-child family with the elder child
having left home, or a child living with relatives. With this in mind we shall, however, pose the

hypothesis that the birth control policy has influenced the family decision on when to have the first
(and usually only) child.

Table 4.2: Dependency indices, 1990

Children index Elderly index Total index

Sichuan

UHS .................... 22.5 9.2 31.7

Urbantotal ............... 33.6 12.3 459

Province total ............ . 349 8.6 435
Liaoning

UHS .................... 28.1 54 33.5

Urbantoal ................ 27.0 6.7 33.7

Province total ............. 324 - 79 404
National

Urbantotal ............... 30.7 8.3 39.0

Total .................... 41.6 8.7 50.3

Source: UHS data and the 1989 population sample survey as rendered in SYC 1990, f 88-89.

Note: The children dependency index is defined as the ratio between the number of children (age 0-14) and the
economically active population (age 15-64). The elderly dependency index is defined correspondingly for the
group of elderly people (age > 65). The total dependency mdex is the sum of the two dependency indexes.

As the one-child policy was introduced in 1980, it might be hypothesized that the strict
enforcement of the one-child policy, although this followed earlier, but less strict family planning
measures, that on average the birth would be postponed. For illustartion of the hypothesis the
average age of mothers at first birth has been estimated for years before and after 1980. In Table
4.3 the years 1970, 1975, 1980 and 1985 as years of birth and from the UHS date the average age
of the mothers who gave birth in those years has been estimated. To avoid the "false observations"
of one-child families caused by, say, the only child being the one of more who still remains with
the parents, or even a child living with grandparents, the selection can been delimited to families
with the mother’s age between certain limits. Table 4.3 shows the results when the age difference
between mother and first child is between 18 and 35.

The age at first birth in Sichuan averaged over 1986-90 increases from 24.2 in 1970,
through 25.2 in 1975 to 27.1 in 1980, and drops slightly to 26.8 in 1985. The corresponding averages
for Liaoning are increasing throughout (see table 4.3). Hence, it seems that a tendency towards
higher age of first birth in the 1980s than in the preceding decade can be discerned (without going
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too deep into the details of statistical significance). The differences are small, however, and not
great enough to be declared éigtﬁﬁcant. The slight (and insignificant) anomaly for Sichuan in the
post-1980 years hints, however, at a likely reason for the anomaly, and perhaps somewhat ruining
for our reasoning, is the vast flow of "educated urban youth" (i.e. Junior high school and Senior
high school graduates) amounting to tens of millions in the country as a whole, who were forced
to work in the countryside and mountain areas during the Cultural Revolution and returned to
their home towns in the 1970s. (This is not the last time we shall refer to the Cultural Revolution
for explaining prominent features of urban China today!). Most of the exiled youth were still
unmarried when returning after years spent in rural areas. The very late marriages for this group
became a social problem before 1985. This demographic aftereffect of the Cultural Revolution thus
makes it more difficult to draw definite conclusions with regard to the effect on the age of first

birth of the one-child policy, at least from relatively crude demographic data such as in the UHS.

Table 4.3: Average age of women at first birth. Years

Sichuan Liaoning

Children (16-20) born 1970

Ageofmother . ........... ... ... ... . ool
No.ofobs. ...... .. .. i
Children (11-15) born 1975
Ageofmother . ......... .. ... ... ... iiiiie.
No.ofobs. ......... ... ... .o, [
Children (6-10) born 1980 '
Ageofmother ............ ... ... ..o i il
No.ofobs. ...... ...l
Children (1-5) born 1985 '
Ageofmother ............ ... ... ... L il
No.ofobs. ....... ... o i,

245  (0.32)
127

252 (0.31)
109

271 (0.21)
113

268  (0.63)
61

260  (0.38)
116

26.7  (0.60)
71

269 (0.18)
140

270  (0.82)
59

Standard deviation of mean in parentheses.

5. Education

In the area of education there have been vast advances in China since 1949. The
prevalence of illiteracy is still high, however; according to official estimates 22.3 per cent of the
population aged 15 and over in all of China was illiterate or semi-illiterate in 1990 (SYC 1991, p.68).
This national average covers a wide divergence the two genders: the illiteracy rate for males is 13%
and for females as much as 32%. The prevalence of illiteracy is to a large extent a heritage from the
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widespread analphabetism in China prior to 1949.

Table 5.1: Education by gender, Sichuan 1990. Per cent

Sichuan Liaoning
Male Female  Total Male Female  Total
University/college .. ......... 15.3 6.3 10.6 149 74 112
Polytechnic school ........... 9.9 113 10.7 6.7 8.1 74
Senior high school ........... 17.2 15.9 16.5 17.8 16.1 16.9
Junior high school ........... 30.9 314 312 33.1 37.6 354
Primary school ............. 210 233 222 197 19.7 19.7
Preschool age (<7) ........... 42 3.6 39 6.6 57 6.2

Illiterates .................. 1.5 8.3 5.0 1.1 5.3 3.2

Percentages add to 100.0. ‘Polytechnic school’ (“Technical secondary school’, SYC 1991, p.66) means higher
education of 2(4) years duration after Senior (Junior) high school, while ‘University/college’ covers higher -
education of duration 2 3 years. The no. of obs. for Sichuan are 857 (male) and 927 (female), and for Liaoning
1008 (male) and 975 (female).

The rural/urban divergence can be exemplified by the two provinces. The overall adult
illiteracy rates for urban Sichuan and Liaoning in 1990 as estimated from the UHS data are 6.0%
and 4.0%, respectively. The difference between these levels and the official estimates for the two
provinces in the same year - 21.4% for Sichuan and 11.6% for Liaoning (SYC 1991, p.68) - indicates
well enough the literacy gap between rural and urban areas.

The classification of educational achievement in the survey distinguishes five levels of
schooling. The percentages of achievement for the two genders in both provinces are given in Table
5.1. ‘Preschool age’ and ‘illiterates’ are included for completeness. Note that pupils/students at any
of the five levels are included at the educational level they are currently pursuing. The difference
in achievement between males and females is quite distinct at the university/college level with a
percentage for males more than double that for females in both provinces (with a slightly wider
difference in Sichuan). At the other end of the scale the illiteracy rate for females is 5-6 times as
high as for men (also with a wider difference in Sichuan). For intermediate education levels there
is less difference between the genders.

The pure gender comparison in Table 5.1 for the status of educational achievement in
urban China by 1990 can give a misleading impression with regard to gender discrimination in
education today. A more adequate picture appears when gender is crossclassified with age as in
Table 5.2A and 5.2B. Illiteracy and low educational achievement (i.e. primary school) is highly
concentrated in the older generation. The illiteracy rate of the population under forty years of age

is virtually zero (and for males illiteracy is negligible for all under 60 years of age). But for those
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old enough to have been of primary school age prior to 1949 the illiteracy and semi-illiteracy rates
are indeed higher, and extremely high for women: 46.2% in Sichuan and 60.3% in Liaoning! The
incidence of illiteracy for those 60 years or more of age is 4-5 times as high for females as for males.
The rate of illiteracy for this cohort may presumed to have been even higher before 1949 as adult
illiterates were greatly encouraged to take literacy classes during the extensive anti-illiteracy
campaigns in the late 1950s and early 1960s. (From general knowledge about the pre-1949 Chinese
society female illiteracy must have been much more prevalent than male illiteracy, but maybe more
men than women caught up after 1949 as well?)

Chinese education policy has emphasized the need to raise the level of the masses (and
of course, with no gender discrimination!). The efforts to make basic education universal for urban
youths can be deemed as quite successful. The 9-year compulsory education imposed in the early
1980s has had a very strong effect on the age group 20-29. Practically none finishes schooling after
primary school. The percentage of each cohort completing senior high school or higher level has
been increasing over time as measured for the cohorts in the UHS data, but with some severe
interruptions over time (see below), for the 20-29 cohort just about 72% complets this level or higher
with negligible difference between males and females. The percentage of the 260 cohort having
completed the same level is about 25%, but with almost twice as high percentage for males as for
females. '

Table 5.2A Educational achievement by gender and age group, Sichuan. Per cent

Education : : : Age group v
20-29 30-39 40-49 50-59 260
University /College Male ........... 217 20.3 19.1 26.3 16.6
Female ........... 194 - 31 74 - 124 . 6.0
Polytechnic Male ........... 120 81 202 149 39
Female ........... 10.8 15.6 274 14.3 6.8
Senior high school Male ........... 39.8 16.9 11.0 149 10.8
Female ........... 40.9 17.2 8.0 105 5.1
Junior high school Male ........... 241 46.6 329 29.8 304
Female ........... 28.0 54.2 34.9 18.1 120
Primary school Male ....... e 24 8.1 15.6 13.2 284
Female ........... 11 13.0 194 30.5 274
Illiterate Male ........... - - 1.6 0.5 9.8
Female ........... - 0.5 29 143 46.2

Percentages add to 100.0.
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The difference between the percentages of achievement for the two genders is still very
marked at the highest level for all age groups in both provinces except for the age group 20-29. It
is reassuring and a feature of real achievement that the higher level of education achieved for the
younger generation has also removed the strong traditional gender bias in the Chinese society.
There is also a fair amount who reaches higher levels of education. In the young generation of 20-29
years 21.7% of males and 19.4% of females have reached (or are currently attending) university/-
college level in Sichuan, while the corresponding numbers for Liaoning are 15.2% and 12.1%.

The education achievement tables by gender and age (Tables 5.2A and 5.2B) reveal what
seems a striking anomaly, namely that the achievement of the age group 30-39 for both of the two
highest levels is lower than the preceding 40-49 cohort. Once again, the name of the anomaly is the
Cultural Revolution! The immediate effect of the Cultural Revolution - or ‘ten years of turmoil” in
current terminology - was that the enrolment of new students was stopped at all universities and
colleges from 1966. It was not until 1973 that the first "worker-peasant-soldier students” were
recruited, by recommendations from the work-units instead of the traditional entrance examina-
tions. In 1977 the admission system was finally reestablished. During the Cultural Revolution tens
of millions of junior high and senior high school graduates were forced to work for years in the
countryside and mountain areas as "educated urban youth". The result can be seen in the statistics
as most of the cohort which was 30-39 in 1990 had junior high school as educational achievement.
It was typically after completing junior high school that many young people were sent to the
countryside. The number of university/college graduates among the 30-39 cohort in Sichuan is even
lower than the 260, cohort and not much more than half of the 50-59 cohort.

Table 5.2B Educational achievement by gender and age group, Liaoning. Per cent

Education : Age group
20-29 30-39 40-49 50-59 60-
University /College Male ........... 15.2 237 240 29.0 17
' Female ........... 121 102 - 124 74 -
Polytechnic Male ........... 7.1 6.9 16.1 8.6 17
Female ........... 13.8 9.1 124 49 -
Senior high school Male ........... 420 151 15.6 11.8 69
Female ........... 31.0 16.1 21.5 99 3.2
Junior high school Male ........... 357 52.7 38.0 30.1 20.7
Female ........... 379 64.2 39.5 222 32
Primary school Male ........... - 16 6.3 183 53.4
Female ........... 09 04 85 39.5 33.3
Illiterate Male ..... e - - - 22 155
| Female ........... 09 . - 160 60.3

Percentages add to 100.0.



The "ten years of turmoil"” seems to have taken a much heavier toll in terms of education
among women, especially in Sichuan where only 3 per cent of the 30-39 cohort completed
university/college education, as compared to 12.4 per cent among the 50-59 years old! Why this
happened we can only speculate about. After the return from the countryside and the opening of
the educational system again the polytechnics and universities were filled to capacity and many of
the returned "exiles" would go to nightschool to catch up. Women somehow lost out in this process,
perhaps by family decision, if there were means only for one to complete the education, and
perhaps because there was catch-up to be done also with regard child birth. _

There are some differences between the provinces to be observed. The Sichuan UHS data
show a very much higher university/college education among the older generation, 16.6% for males.
and 6.0% for females of the 260 cohort, while the corresponding numbers in Liaoning are
minuscule. The educational level of the oldest cohort in Sichuan is also surprisingly high by
international comparison and may indicate a bias towards the higher educated in the UHS sample.
At the other end of the scale the share of those with primary school as the highest achievement is
much higher in Sichuan than in Liaoning. For the 30-39 cohort the shares are around 1% in
Liaoning and more than 10% in Sichuan. A comparison of the educational achievement of women
in the two provinces leaves unanswered questions. More women of the older generations reached
‘university/college education in Sichuan than in Liaoning. The setback of the Cultural Revolution
seems to have been much more severe for women in Sichuan than in Liaoning.

6. The quality of dwellings

Although the housing conditions of Chinese urban households have been signiﬁcantly
improved throughout the 1980s, they remain poor by international standards. Generally flats are
small and lacking in facilities. There may seem to be a disparity between the quality of the dwelling
itself and the improvement in living standard achieved by the aquisition of durable goods. One
reason for this disparity may be that dwellings are distributed by the work unit for most urban
households. The rent is low, but there may be little or nothing the individual household can do to
acquire more living space or better basic facilities®.

Table 6.1 displays some basic indicators of the density of living space as measured in
the UHS data for the two provinces in 1990. The exact definitions of living space, auxiliary space, and
inconvenient household as used in the survey is given in a note to the Table. Most striking in Table
6.1 is the difference between the two provinces. The living space, whether measured per person or
per household, is about 50% higher on the average in Sichuan than in Liaoning. The difference in
auxiliary space is lower, under 20% whether measured per person or per household. The number
of inconvenient households is also much higher in Liaoning.

The dwelling component of the living standard is presented in average terms in Table

15 A privatization of the dwelling market is one of the reforms considered in the current phase of economic
reforms, see [20].
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6.1. To illustrate the distribution of dwelling standard Table 6.2 gives estimates of parameters
related to the distributions of total space per person and per household, respectively, as well as
persons per room. The table show that the most dense-living fifth of the households in Liaoning
has only 15.5 m? total space, while in Sichuan the corresponding number is just about 20 m?.
Furthermore, the bottom quintile in total space per person in Liaoning is with 4.9 m? barely above
the "crowded" level (6.5 m? in Sichuan). The low extreme in the UHS data was for Sichuan a total
space of 6 m* for a family of two and for Liaoning the same space for a family of three. But there
is not much luxury at the top either, as the top quintile in total space per household has only 45
m? to move around on (65 m? in Sichuan).The figures show that current system of allocating
dwellings is far from being totally "according to needs": households in the high quintile have three
times as much space per person as in the low quintile. As measured by the density of persons per
room the unevenness is no less notable.

Table 6.1: Basic indicators of housing conditions at the end of 1990

Sichuan Liaoning
Living space (m?) per person . ................euu.... 9.1 5.9
Living space (m?) per household ..................... 29.8 19.5
Auxiliary space (m?) per person ..................... 31 26
Auxiliary space (m? per household ................... 10.1 8.6
Personsperroom .............cciiuiiinininneannnn 14 21
Room per household .............. ... ... ... .. ... 24 1.6
Inconvenient households (percent) ................... 3.5 15.2
No housing (percent) ........... ... ... ..., 0.9 2.0

Note: Living space is the actual living space of the household members by the time of the survey, not including
kitchen, sanitary facilities, corridors or space in temporarily put-up houses (sheds). The living space is given
both in area (m?) and in number of rooms. Auxiliary space is usable area in addition to "living space”,
including kitchen, balcony, corridor, toilet (bathroom), built-in wardrobe (cupboard), entrance hall (vestibule),
passage way, etc. Inconvenient household means households whose family members all share one room,
although living conditions may not be crowded (i.e. less than 4 m? living space per person) and the
residential floor area may be large. A common example is that of a married couple who live with their
parents or adult children. No housing means presumably that the household has no permanent dwelling. Per
person figures are per person "usually living in the household", which for Sichuan is 1803, i.e. higher for
some reason than the number of individuals in the UHS sample (1784).

The distribution of living space is also given in Figure 6.1 for the two provinces. The
Liaoning distribution peaks sharply at only 4-6 m? per person, while the distribution for Sichuan
peaks at 6-8 m? and stretches out much further. Around 15% of Liaoning households are classified
as crowded (less than 4 m? living space per person), while less than 3% of Sichuan households fall
into this category. Almost 53% of the households in Sichuan have 8 m? or more living space per
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person, while the corresponding share in Liaoning is only 16%. The density with regard to living
space is thus markedly higher in Liaoning.

A more detailed description of the amenities of the dwellings apart from the size is set
out in Table 6.3. Well over 80% of the households in both provinces have their own piped water
supply, with slightly better average in Sichuan. With regard to sanitary facilities, nearly half of
Sichuan households have either no toilet or share with neighbours. In Liaoning this situation
characterizes only about 35% of the households, but only 3% have both bathroom and toilet (9%
in Sichuan).

Table 6.2: Distribution of total space per person and household, 1990

Sichuan Liaoning

Total space perperson (m?) . ........c.cooiernernnnnn. 13.3 (0.35) 89 (0.15)
Istquintile ........... .. ... . . i i, 6.5 (0.06) 49 (0.04)
Sthquintile .......... ... . ... . i 24.3 (0.50) 144 (0.13)
Total space per household (m?) ...................... 40.2 (0.71) 28.7 (0.46)
1st quintile ........... . . .. 20.3 (0.20) 155 (0.13)
Sthquintile ............. ... .. . . il 64.9 (0.60) ‘ 454 (0.35)
Persons perroom .............cciuiiiiiiinnneennnn 151 (0.03) 2.30 (0.03)
18t QUINLIE . ..o et e e 0.82 (0.01) 1.35 (0.01)
5th quintile . . .. .. P 253 (0.02) 327 (0.02)

Standard deviation of mean in parentheses. ,
Note: Households reporting ‘no housing’ excluded (5 in Sichuan, 12 in Liaoning), for Persons per room also
one household in Liaoning reporting ‘no rooms’. Total space per person is the average over households and
differ slightly from the global average, comp. Table 6.1.

The data on heating and cooling system reflects above all different climatic conditions
(cfr. chapter 3). There may be cold winter days in Sichuan, but there are actually regulations
restricting the installation of heating equipment. In the Liaoning climate heating equipment is a
necessity, only 2% report no heating system. Air-conditioning is virtually non-existent (although
electric fans are frequent, see Table 8.4).

Well above 80% of the households have their own kitchen in both provinces, while 7.5%
of the Sichuan households have no access to kitchen (5% in Liaoning).

The situation with regard to ownership is also shown in Table 6.3. Close to 90% of the
households in both provinces live in dwellings owned by the employing unit (state or collective).
- The rest is rented privately or owned by the households. The latter category which probably can
“be expected to increase as a result of economic reforms, comprises 8% in Sichuan and 6% in

Liaoning.



Figure 6.1: The distribution of living space in Sichuan and Liaoning. Per cent
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'Finally, Table 6.3 gives information on the type of fuel used. In Sichuan the households
are almost completely reliant upon piped coal gas (56%) and coal (38%) for cooking and water
heating. In Liaoning the dependence upon piped coal gas is even higher (63%) and liquified
petroleum gas has a share of 16%, while the less efficient and environmentally more detrimental
- use of coal comprises 18%. In Llaomng much of the energy use is, of course, related to heating in -
the winter season. - |
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Table 6.3: The quality of dwellings. Per cent of households

Sichuan Liaoning

L Access to piped water supply

LNO .. 13 23
2.Self-owned .......... .. . il 87.3 83.1
3. Sharing with neighbours ........................ 11.5 14.6
IL. Sanitary facilities ,

LNO. L ettt 242 19.4
2. Both bathroom and toilet ........................ 8.7 3.2
3.Toiletonly ............. .. i 433 . . 610
4. Sharing with neighbours ........................ 23.8 16.4
II1. Heating or cooling system '

LNoO. e e 99.8 22
2. Air-conditioner .. ......... ... o oo 0.2 0.2
3.Centralheating .. ................. . ... .. ...... - 65.0
4. Heated brick bed/heating

stove (fire pan/brazier) .............. ... ... ...... - 327

IV. Kitchen

LNO. e 7.5 4.9
2.Self-owned . ... 86.4 . 831
3.Sharing ............ U SURDRIURR 62 | 12.1
V. Ownership of housing

LNoO. e 0.9 20
2. State or collectiveowned ................. .. .. ... 89.3 89.1
3. Renting private housing ......................... 15 20
4. Private (self-owned) .......... ... ... .. ... ... 8.3 6.4
5.Other .......ccouuueieuunneennn.. PO . 0.5
VL Type of fuel ‘

LNO o e 0.9 20
2. Pipedgas .......... ... i 56.4 63.5
3. Liquefied petroleumgas ......................... 20 16.2
4.Coal ... ... e 37.8 18.3
5.0ther ...... ... i 29 -

Percentages add to 100.0 under each Roman numeral.

27



7. Income structure and distribution

The average total household income in Sichuan in 1990 was 5329 RMB yuan and in
Liaoning 5687 RMB yuan. By the official exchange rate of 1990, these amounts correspond to $ 1106
and $ 1180, respectively’. Such numbers are often used for international comparisons of income
levels and living conditions. They may be misleading, however, as they often tend to understate
the standard of living in low-income countries, unless calculated on a more sophisticated basis
using an appropriate measure of the purchasing power value of the payroll. According to Gelb &
al. [21] purchasing power estimates of Chinese income per capita range from three to eight times
those of exchange-rate based measures. But also the availability of supplies, additional sources of _ ‘
household income etc. may be relevant and required information to assess the standard of living
for an international comparison. We shall not attempt any such comparison here, but report the
sources and composition of urban household income, including distributional aspects, according
to the information in the survey. '

Figure 7.1: Distribution of total household income by decile groups, 1990

RMB yuan
12.000
Sichuan
N\ .
10,000 - Liaoning

8.000
6.000
4.000

2.000

' The exchange rate of RMB yuan against dollar has been sliding in recent years. In 1986-88 the rate was
3.72 yuan/$ (at year end), in 1989 4.72 yuan/$. Through 1990 the rate was pegged at 4.7 and 5.2. In the
conversion the average import/export rate according to SYC 1990 has been used, 4.82 yuan/$. The free
n;alrgk;(t) exchange rate was approximately 30-50% higher in the period, perhaps somewhat lower at the end
- of 1990. : : : .
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Figure 7.1 indicates the distribution of total household income in 1990 by the average
income of each decile. A major reason for the spread in income between households is that the
number of income earners may vary, but also income by income earner varies.

The income in Liaoning is higher than in Sichuan for each decile (Figure 7.1). The
income distribution as measured by the Gini coefficient is slightly more unequal in Sichuan with
Gini coefficient 0.20 than in Liaoning with Gini coefficient 0.17. The Gini coefficients are low
compared to other countries. The Chinese urban income is by international comparison more
equally distributed than most countries, although far from the ‘equal income’ impression sometimes
spread both by friend and foe. For further analysis of the income distribution in terms of Gini
coefficients and related measures for the UHS data under consideration, see Aaberge and associates
(121" |

In China the completely dominant source of private earnings in urban areas is wage
earnings by employment either in state-owned units or in collective-owned units. The average urban
annual wage income in China calculated from the UHS data for two provinces in 1990 as the
average wage per payroll was 1783 RMB yuan in Sichuan and 1930 RMB yuan in Liaoning®.
Earned income can also stem from ‘self-employment’, or a residual category of ‘other employment'.
The latter two categories are of little importance in the overall picture.

Labour market activities are stricly controlled, and there is little free movement in the
labour market. In the post-1949 China individuals have been monitored in social activities in a way |
unparallelled e.g. in Eastern European countries. The institutions of control have been considerably
weakened in the 1980s compared to the earlier decades ([18]), also for labour market activities.

In the traditional system labour power is allocated to work units according to plans
drawn up at the highest level by the State Planning Commission. State agencies, institutes and
enterprises are given annual quotas decided after consultations. Planning commissions at lower
levels use simila_r procedures, and local labour bureaus assign new workers to work units on the
basis of recommendations of screening committees. State-owned work units are generally given
priority over collective-owned units in the allocation of labour power. For new entrants with higher
education the same system has applied, but changes introduced in 1988 gave more opportunities
for university graduates to express choice, see Lin & Bian [12]. Hence, the "work unit" plays a more
important role in the life of the individual than just being a temporary choice of source of income.

The labour allocation process is certainly a feature of Chinese society that is going to
change as the national planning apparatus is gradually dismantled in the economic reform process.
Some provinces are ahead of others in the pace of economic reform; neither of the two provinces
seem to be in the forefront in that regard. Increased freedom to choose is one side of the coin, the
other is decreased job security. There are already measures in effect which make it easier for

' The relative income level has in fact shifted - at least in the sample - during the observation period, in
1986 the average Sichuan household income was higher than that of Liaoning, see Table 9.2.

18 Aaberge & al.[1] shows that the Gini coefficient for the distribution of income among couples with one
child is lower than for all households, only 0.15 for Sichuan and 0.12 for Liaoning. Aaberge & Li [2] shows
that the Gini coefficient has increased in the period 1986-90. _

19 Approximately $ 370 and $ 403, respectively, see note 16.
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managers to circumvent the "permanent employment” system by firing employees allowing the
fired worker, say, 70% of the base wage, or short of firing, changing their jobs within the company
and taking away bonus payments. Such measures naturally meet grassroot resistance, and the issue
has been heatedly debated in Chinese media recently. According to All-China Women'’s Federation
70% of those laid off from industrial enterprises are women. The reasons given by managers,
pushed from the top by a demand for higher efficiency, for sacking women (or refusing to hire
women with a small child) is the poor education. Once again it is the effects of the ‘ten years in
turmoil” which haunt the future (and unfortunately by letting the same people pay again). The
lowering of educational achievements of women during and as a result of the Cultural Revolution,
as noted in chapter 5, leaves a large cohort of women severely handicapped in a labour market -
which may be about to change in appearance from underemployment to unemployment.

A more precise definition of the alternative categories of employment, given in the
survey information, runs as follows: State-owned units comprise state-owned enterprises, government
administration and subordinate units, and other state institutions. Collective-owned units comprise
all other approved employing units whether enterprise, administrative office or other institutions.
Self-employment, which is the basis for employment in the small private sector, requires registration
and a permission to operate private business. Finally, Other employment, as the remaining category
comprises individual earnings from at least six weeks income earning activity in the latest quarter,
not derived from the other categories of employment. In this category one finds people who receive
material for further processing at home, washing and mending clothes at home, housekeepers and
various unregistered self-employment. So-called "free market" activities, which are found primarily
in retail trade using family labour, is ‘self-employment’ if permission has been granted, but fall
perhaps more often in the ‘other employment’ category?

Table 7.1: Households by employment. Per cent

- Sichuan Liaoning
Households with member(s) employed by:
Stateowned units . . ........... ... .. 60.5 48.7
Collective-owned units . ........................... 8.9 114
Both state-owned and collective-owned units ........... 19.1 34.6
Others .......... ... ... .. P 11.5 53

Percentages add to 100.0.
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The UHS data does not give exact information for each individual about the type of
employment. But there is information about the wage earnings from each of the two kind of
employing units, and the number of payrolls of each category is also given. The importance of
state-owned versus collective-owned units is indicated in Table 7.1 showing the percentage of
households with income from one or both of these types of employment. The residual category of
‘Others’ in the table represents mostly retiree households, some of which may have supplementary
labour income (see below).

- Table 7.2: Household income sources. Average amounts by household, 1990. RMB yuan and per cent

Sichuan Liaoning
Mean Pct. Mean Pct.
Total ........ i e 5329 (84.8) 5687 (77.2)

Stateowned ............. ... ... 2873  (89.2) 53.9 3045 (849) 535
Collective-owned . .......... ... ..., 450 (38.1) 84 973  (52.8) 17.1
Other income from work units ................... 377 (155) 7.1 394 (119 69
Self-employment ............. ... ... ... ... ..., 22 ©.1) 04 1 (6.2 02
Oher employment ............................ 9 47y 02 4 43) 01
Other labour activitites ......................... 54 89 1.0 38 (73) 0.7
Extra-pension income ................... e 42 (91 o8 51 (131) 09
Transfers .......... et i e te it et 1179 (50.2) 221 857 (31.8)' 15.1
Propertyincome ................ ... ... ... 57 63) 11 439 4.7) 08
Otherincome ............. ... iiiiinrnnn. 266 (19.6) 5.0 270 (21.8) 4.7

Standard deviation in parentheses. Percentages add to 100.0. Total income as given in the UHS data for
Liaoning differ slightly from the total of individual items.- :

Table 7.2 shows the average composition of income sources by household. In addition
to income from employment, as discussed above, there are additional sources, especially transfers
are of importance. More than 60% of the average household income in Sichuan and more than 70%
in Liaoning stem from wage earnings in state-owned and collective-owned work units (Table 7.2).
Wage earnings are presented with details of structure and distribution in Table 7.3, with
male/female earning ratios in Table 7.4, and by occupation in Table 7.5.

Self-employment and other employment as defined above, jointly count for ohly a very
small part of the average household income®. Very few households in the UHS sample comprise

% These income sources may, of course, be prone to underreporting, as more difficult to supervise by the
authorities than wage earnings.
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self-employed persons (9 in Sichuan, 4 in Liaoning), and all except one of these households also had
wage income from employing units. For the income level of self-employed, see below?. No
household in the UHS sample relies exclusively on ‘other employment’, clearly marking this
category as a supplementary source of income.

Other income from work units in Table 7.2 comprises all cash income of employees in state-
owned and collective owned units apart from wages, such as grants-in-kind, single-child subsidies,
business travel subsidies, etc. Altogether, this amounts to about 10% of the wage income. Income
from Other labour activities comprises income from second jobs, spare time activities etc. Some
details about the variation of this income source among households is given below. Extra-pension
income is income of jobs by retirees (not including retiree income). Among the non-wage income
sources by far the most important is Transfers, which include retirement income for persons retired
from state-owned and collective-owned units and price subsidies. Property income comprises interest,
dividends etc. Other real income comprises any other additional sources of income, e.g. gifts and
income from boarders as well as the modest amount of compensation given to the surveyed
households. The latter four items are presented in somewhat more detail in Table 7.6-7.9.

There is no mention in the UHS documentation of income in kind. We are not referring
to the almost universal subsidizing of dwellings, health services etc, but to ordinary marketed
goods. Various observers have noted that income in kind received through work units, either free
or highly subsidized, is not of negligible importance (noted also by Hussain & al. [10], p.4). A state-
owned work unit may e.g. distribute eggs to employees at a below-market price, through
ownership or special arrangement with a chicken farm.

State-owned units are more important as employing units than collective-owned (Table
7.1) and even more so as a source of income (Table 7.2). The average wage earnings pér péyroll is
substantially higher on the average in state-owned units than in collective-owned. In Sichuan the
average payroll of 1783 RMB yuan quoted earlier is a weighted average of 1962 RMB yuan in state-
owned units and 1300 RMB yuan in collective-owned units. Hence, in Sichuan state-owned units
payrolls are on the average 50% bigger than in collective-owned units. In Liaoning the difference
is smaller, the average payroll of 1930 RMB yuan covers an average payroll in state-owned units
of 2101 RMB yuan and in collective-owned units of 1568 RMB yuan, a difference in wage earnings
of about 44%. The difference in wage earnings per payroll between provinces is roughly the same
for both types of units, and indicates a wage level in Liaoning around 10% higher than in
Sichuan?.

# Hussain & al. [10], p.3 maintain that cross checking reveal that the UHS 1986 data studied by them were
significantly biased in favour of state-owned units and also in favour of the educated. This may seem a fitting
description also of our data and may explain i.a. the low number of self-employed. According to SYC 1991,
P.76 the private sector comprises at the end of 1990 6.71 mill. individual labourers or 4.6% of the urban labour
force. Completely (or almost?) lacking in our sample are wage earners in foreign enterprises, joint ventures,
and joint state-private enterprises which generally pay more, and often considerably more, than the

~ employees constituting the sample. Also the suburban peasant entrepreneur may earn several times as much
-as the state worker and employee, [18], p.111.

Z 1t has not been possible to check for possible differences in working hours.
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Table 7.3: Decile distribution and structure of annual wage earnings per payroll in state-owned/collective
owned units, 1990. RMB yuan

Province/ Total Base  Floating Contract Bonus Subsi- Other
decile group wage income wage dies items
Sichuan » »
Total .............. 1783 1189 11 8 322 208 6
Ist ..... e 584 490 S 2 - 50 37 4
2nd ...l 989 743 18 9 129 75 16
3rd ...l 1224 926 8 2 167 104 17
4th .............. 1463 1012 18 6 250 145 33
Sth.............. 1672 1148 8 15 270 192 40
6th .............. 1866 1235 22 19 328 215 48
7th ..o ool 2068 1358 7 19 366 264 55
8h.............. 2263 1466 11 3 445 279 59
9th .............. 2534 1592 5 - 515 363 58
10th ............. 3163 1924 7 10 704 409 110
Totalinpct. ......... 100.0 66.7 0.6 05 18.1 11.7 25
Liaoning
Total .............. 1930 1224 82 13 342 206 62
Ist oo, 754 597 12 - 45 91 8
2nd ..., 1234 937 - 32 6 91 143 24
3rd ...... e 1472 1020 52 10 195 171 25
4th ...... e 1640 1156 69 4 209 165 37
Sth.............. 1806 1190 79 -1 296 186 54
6th .............. 1982 1264 82 2 360 208 66
7th ..o 2187 1309 104 11 464 215 . 83
8th.............. 2400 1464 112 10 476 246 92
9th ...ooovvnnn... 2644 1532 152 31 558 270 101
10th ............. 3183 1776 124 59 726 369 129
Totalinpct. ......... 100.0 634 42 0.7 17.7 10.7 32
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One reason for the marked difference in average labour remuneration by type of
employing unit is that by far most white-collar jobs belong to state-owned units. This is in itself an
insufficient explanation as many white-collar jobs do not pay very well compared to the better-paid
blue-collar jobs. The underlying explanation in addition to the general priority of state-owned units
over collective-owned units referred to earlier, is that the collective-owned units employ primarily
blue-collar workers in smaller scale manufacturing and services with relatively small administrative
and other overhead staff, while the state-owned sector in addition to (mostly large) enterprises also
comprise administrative, management and research institutions®. Collective-owned -units have
very few employees with higher education. The difference in the wage level between the pfovinces
is more marked for collective-owned units with a difference of more than 20%, than for state-owned
units with a difference of 7%.

The structure of wages at each decile level of wage earnings per payroll for the two
provinces is given in Table 7.3*. Almost two-thirds of the total remuneration consisted of Base
wage in both provinces in 1990. Among the other elements in the structure of wage earnings are
Floating wage and Contract income (both minor items), Bonus and Subsidies, which are substantial, and
Other items (also of minor importance)®. The decile distributions show an important feature,
namely, that bonuses are more important at high income levels. To just quote the base wage rates
would hence be misleading with regard to wage inequality.

Table 7.4: Average annual wage earnings for female and male employees in state-Icollective-owned units,
1990. Female/male wage earnings in per cent. RMB yuan

Sichuan ‘ Liaoning

Female Male Pct. Female Male Pct.

Total ................ 1604 1955 820 1818 2036 89.3
Base wage .......... 1076 1299 829 1142 1303 87.7
Floating wage ....... 15 7 2242 77 87 88.4
Contract income . . . . . ' 10 7 146.9 10 16 63.4
Bonus ............. 288 356 80.9 336 348 96.5
Subsidies ........... 175 241 72.5 191 221 86.4
Otheritems ......... 41 47 86.8 63 61 101.8

2 Lin & Bian [12], who, furthermore argue that state-owned units rank clearly above collective-owned units
with regard to status attainment in the Chinese society.

# The wage earnings registered in the survey are - according to the survey infomation - the amounts
~ actually received, exclusive of any amount deducted for sick leave or other absence, and inclusive of rents,

_charges for water and electricity, child care, medical treatment, and repayment of debts deducted by the =

employing unit.
% The structural composition of wages is not shown separately for the two employing units as there does
not seem to be much systematic difference in the structure.
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There are some notable differences between the provinces. Floating wage is negligible in
Sichuan, but at a level of 4-5% of total wage for most wage earners in Liaoning. Subsidies increase
as a percentage of total wage in Sichuan, but are roughly proportional in Liaoning.

The female /male structural composition of average wage earnings and the female/male
wage earnings differential is shown in Table 7.4. The female level of wage earnings is 82% of the
male level in Sichuan and almost 90% in Liaoning. These are high ratios by any standard, China
has come a long way towards eliminating gender discrimination in work relations and equalizing
male and female earnings, especially in view of the differences in educational achievements that
still exist. Sichuan is lagging notably behind Liaoning, although it is not obvious why this should
be the case. o ‘

The composition of the labour force and the average individual wage earnings by
occupation - as measured in the UHS sample - is given in Table 7.5 (wage earners only). The
relative pattern is roughly the same in the two provinces. Among the differences between the two
provinces is that the proportion of Senior engineer/Engineer/Assistant engineer is twice as high
in Sichuan as in Liaoning, while the ratio of Senior officers to Junior officers is so different in the
two provinces. It was noted in chapter 3 that Sichuan is a much less industrialized province than
Liaoning, but also that the manufacturing sector is more developed, advanced, and fast-growing
than in Liaoning, and indicated here by the higher proportion of engineering skills.

Table 7.5: Composition of the labour force and wage earnings by occupation, 1990. Per cent and RMB yuan

Sichuan Liaoning
Labour force Wage earnings Labour force Wage earnings
Senior engineer ............ 1.9 02801 (131.9) 0.5 2762  (220.8)
Engineer ................. 9.9 2392 (59.9) 49 2481 (85.6)
Assistant engineer .......... 9.8 1990 (52.8) 4.6 2114 (91.6)
Technician . .............. 3 54 1711  (70.3) 95 1892  (52.9)
Senior officer .............. 24 2501 (166.8) 1.8 2549 (143.2)
Junior officer .............. 5.5 2250 (83.4) 7.8 2374 (61.5)
Officeclerk ............... 16.0 1766 (49.5) 209 2003 (36.9) »
Commerce worker . ......... 47 1318 (87.8) 4.6 1518 (79.9)
Service trade worker ........ 39 1235 (93.6) 20 1661 (103.6)
Production & transportation .. 404 1610 (35.6) 43.5 1795 (29.7)

Standard deviation of mean in parentheses. Labour force composition percentages add to 100.0.

It was noted above that Liaoning on average has a higher level of wage earnings than
Sichuan. It seems by inspection this is not a result of differences in the composition of the labour
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force, as the large categories such as Production & transportation workers, Office worker, Engineer,
and Assistant engineer all have higher levels of wage earnings in Liaoning (Table 7.5). A closer
examination of factors determining relative labour remuneration, such as occupation, education age,
type of employing unit and using also the information about the structure of wage earnings such
as bonuses, would certainly have great interest, but is beyond our purpose here®.

For the income level derived from self-employment there are few observations, as

mentioned above. The average income from self-employment for these few households was in 1990
1278 RMB yuan in Sichuan and 1583 RMB yuan in Liaoning?. Hence, the income level from self-
employment is comparable to the wage level, somewhat higher than the base wage, but lower than
total wage. ‘
' Income from other labour activities is a supplementary source of income for wage
earners in off-hours, either by doing work at home for an employer or engaging in unregistered
self-employment, such as retail trade on the street. The registration of such incomes through the
survey may be less reliable than for wage earnings. Table 7.2 shows that on average this source is
of little importance. 31% of Sichuan households and 19% of Liaoning households had such incomes
in 1990 with mean value of 171 RMB yuan and 198 RMB yuan, respectively, i.e. approximately one
tenth of the wage level®.

Table 7.6: Transfers received by individuals, 1990. Average over non-zero observations. RMB yuan

Sichuan Liaoning
Total ......... ... i 500.1 17.7) 259.7 (8.14)
Income from dependents ........... 6.5 1.7) 6.1 (1.66)
Retirement income ................ 2549 (16.5) 924 (7.84)
Price subsidies ................... 235.0 (2.8) 158.3 (1.01)

Other .............. ... . 3.7 (1.1) 3.1 0.51

Standard deviation of mean in parentheses. The no. of obs. is 1234 in Sichuan and 1960 in Liaoning. The high
number of individuals in Liaoning indicates that almost everyone is entitled to prices subsidies in that
province, but a much smaller number in Sichuan.

Transfers is the only non-wage source of income of general importance (Table 7.2). Table
7.6 shows the items under this heading and the average composition of transfers for individuals

% See e.g. the analysis of wages and bonus payments in Tianjin in Hu, Li & Shi [5].

% The min/max spread & (std.dev.) for Sichuan and Liaoning is RMB yuan 468/2200 & (241) and 789/3180
& (543), respectively.
"2 The min/max spread & (std.dev.) for Sichuan and Liaoning is RMB yuan 3/3550 & (25) and 4/2816 &
(33), respectively. .
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(w1th non-zero transfers) in 1990. Most of the transfers are retirement income and non-wage-related
price subsidies. The other items, such as income from dependents, are unimportant in the total
average, but have relatively high variation between households. Price subsidies, on the other hand,
follow strict rules and have little variation between households.

Retirement income is part of transfers, but can be estimated separately as the average
per retiree for the two provinces. The estimates, as given in Table 7.7, show that the retirement
income is on average of roughly the same size as the base wage, or two-thirds of the average wage.
In China men generally retire when they are 60 (white-collar workers) or 55 (blue-collar workers)
years old and woman when they are 55 or 50 (Lin & Bian [12]). The rules seem to be somewhat
flexible. Retired persons may continue to work for other work units earning extra-pension income.
The average extra-pension income for the not quite negligible part of the retirees who have non-
zero extra-pension income - 18% in Sichuan, 23% in Liaoning. The level of extra-pension income,
for those who have got it, is comparable to half the average level of wage earnings.

Table 7.7: Retirement income and extra-pension income by individual, 1990. Average over non-zero
observations. RMB yuan

Sichuan Liaoning
Mean Min/max Mean Min/max
Retirement income ........... 1279 (38.8) . - 79/3451 © 1257 (349) 132/2768
- Extra-pension income ......... 775 (90.6) 496/2164 1164 (164.9) 841/3020

Standard deviation of mean in parentheses. The no. of retirees is 246 in Sichuan and 144 in Llaomng, the no.
of retirees with extra-pension income is 30 in Sichuan and 26 in Liaoning.

" Table 7.8: Property income by households, 1990. RMB yuan

Sichuan Liaoning
Total ..................... 104.6 (10.8) 124.1 (114)
Interests ................. 80.9 (6.6) 93.0 9.6)
Dividends ............... 8.6 (2.6) 30.5 4.9
Rents, royaltiesetc. ........ 15.1 (7.6) 0.7 04)

Standard deviation of mean in parentheses. The no. of obs. is 301 in Sichuan and 211 in Liaoning.
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Property income is Table 7.2 on the average a very minor contributor to household
income (Table 7.2). It consists mostly of interest, which many households receive on time deposits.
Some households hold bonds, usually with a higher yield than time deposits. The overall amount
of property income by household is on the order of two per cent of average total household income,
when averaged over non-zero observations (roughly one half of the Sichuan households and one
third of the Liaoning households).

The final source of household income listed in Table 7.2 - Other income - is almost by
definition received by all households as this income source includes the reward given to surveyed
households. The size and composition of this income is given in Table 7.9. The amount is on the
order of five per cent of total household income. Sichuan households with more space, receive more
from boarders. Gifts are not negligible, perhaps they are wedding presents. Gifts from abroad
certainly occur, but who would report them?

Table 7.9: Other income by households, 1990. RMB yuan

Sichuan Liaoning

Total ........... . ... ..., 269.1 (19.7) 269.6 (21.8)
Gifts ......... ... ... 794 (12.6) 173.7 (19.2)
Boarders ................ 94.8 (109 20.6 (5.2)
Subsidies to surveyed
household ............... 49.7 10 52.7 0.7)
Sale of property ........... 317 (8.8) 167 8.6)
Other ....... T 137 4.0) 92 2.2)

Standard deviation of mean in parentheses. The no. of obs. is 544 in Sichuan and 597 in Liaoning.

8. Consumption expenditure

The survey includes information in great detail about consumption purchases, as well
as stocks of durable consumer goods. In this chapter we survey the composition of consumer
expenditure and look in somewhat more detail at the food composition. Table 8.1 shows the
average composition over 14 categories of consumption expenditures, nine of which are food
categories, for the surveyed households in Sichuan and Liaoning in 1990.
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Table 8.1: Average consumption expenditure per household, 1990. RMB yuan and per cent

Sichuan Liaoning
Mean Pct. Mean " Pect.

Total ...................... 4653.5 (83.8) 5039.4 (81.4)
Food subtotal .............. 2210.1 (324) 475 2445.2 (33.1) 485
Grain .................... 234.5 (4.0) 5.0 245.5 (5.6) 49
Fresh vegetables ............ 292.6 (54) 6.3 348.9 (6.1) 6.9
Pork, beef and mutton ....... 482.7 (8.5) 104 408.9 (7.8) 8.1
Poultry ................... 134.6 4.1 29 606 (2.3) 1.2
Fresheggs ...... D 108.0 (34) 23 216.6 (54) 43
Other meats, poultry & eggs .. 104.8 (3.2 23 66.2 (3.0 1.3
Fish...................... 85.2 2.7) 18 2259 (5.9 45
Fruit ..................... 182.3 (5.0) 39 323.1 (6.1) 6.4
Otherfood ................ 585.3 (12.5) 12.6 549.7 (12.5) 10.9
Beverages and tobacco . ........ 270.0 (11.1) 5.8 320.5 (10.6) 64
Clothing ................... 621.7 (20.5) 134 752.7 (19.1) 149
Durable goods .. ............. 566.1 (37.7) 121 706.1 (48.5) 14.0
Services ................... 500.2 (14.3) 10.7 457.1 (13.4) 9.1
Other expenditures ........... 485.5 (14.3) 104 357.9 (134) 71

Standard deviation of the mean in parentheses. Percentages add to 100.0.

The most prominent feature of the consumption composition is that the expenditure on
food accounts for almost 50% of total consumption expenditure in both provinces. The food share
can (as already noted by Engel in 1857) be used as a somewhat inexact measure of the stage of
development from a urban subsistence economy to an advanced stage of high-income urban
lifestyle. International comparisons as in [4], include tobacco and beverages in the food éxpenditure.
This broader concept amounts to 53-55% in our observations. According to [4] the corresponding
share is higher in poor countries comprising in Asia e.g. Bangladesh (59%), Nepal (57%), Papua NG
(64%) and in Africa e.g. Ghana (59%), Sudan (65%), and Madagaskar (58%). It is on the same level
in countries such as Poland (53%), the Phillipines (54%) and Pakistan (54%), while most of the
world’s countries have a lower share, and most OECD countries have a food, tobacco and beverage
share around 20%.

Clothing, as the second necessity good also has a high share of around 15%. Although
the differences between these shares for the two provinces are small, they seem to go in the
"wrong" direction as Liaoning, as the relatively more affluent province, has the highest shares for

% The international figures quoted are national observations, not urban population as the Chinese sample.
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necessity goods. Food prices are, however, not the same, and generally higher invLiaom'ng with fish
as a notable exception (Table 8.6A and 8.6B). Liaoning has, however, higher expenditure on Durable
goods as well as for Beverages and tobacco. Sichuan scores higher for Services and Other
expenditures. ‘

In the food composition the most notable difference is that Sichuan has higher shares
for all kinds of meat, while Liaoning has higher shares for fish as well as for eggs. The dependence
of food consumption upon income level is indicated by means of quintiles in Table 8.2. The food
share of total expenditure varies, but not overly much. In Sichuan it is nearly 56% for the lowest
quintile and close to 43% for the highest, while in Liaoning the variation is from nearly 58% to 45%.
The composition of the food expenditure also changes with income level. The high elasticity goods
in Sichuan according to Table 8.2 are Fruit and Other food, and to a somewhat lesser extent Pdultry,
Other meats, poultry & eggs, and Fish. Low elasticity goods in Sichuan are Grain, Fresh vegetables,
Pork, beef and mutton, and Fresh eggs as they all get reduced shares at higher income. In Liaoning
the pattern is similar, but somewhat less marked. Aaberge & al. [1] study the inequality in the
distribution of consumption expenditure in the same data by means of the Gini coefficient and
related measures and find that the inequality in expenditure is (slightly) higher than for income.
They show that food is more equitably distributed than other consumption items, while for
durables it is the other way round. This is, of course, only a roundabout way of confirming
commonplace facts about Engel curves.

Rice and other grains is the staple food of China and in earlier years played a more
important role in the diet of Chinese households. It has been a major policy concern in China to
secure an adequate amount of the basic staple food for each household. In 1986-90 rice was still a
rationed and heavily subsidized good. The rationing has been abolished gradually, first‘in the
Southern provinces and from October 1992 also in Beijing®. The average ration of rice was around
15 kg per month. Women and children had lower rations than men and heavy physical labour had
rations higher than average. The UHS data for Sichuan give an average of 81 kg rice per capita in
1990, i.e. a little less than 7 kg per month per person. Table 8.3 shows the consumption of rice in
Sichuan in physical units as well as in RMB value with some indicators of the variation in rice
consumption in 1990%. The role of the "free market" is very limited with regard to the supply of
the most important staple food, but the systém of providing rice for the Chinese population has
undergone a number of changes in recent years and may be ready for more, probably with
safeguards in case of severe drought or other catastrophes.

® The abolishment of the rationing is combined with less subsidies and, hence, increased prices. All
employees of state-owned and collective-owned work units get 12 RMB yuan per month in compensation.
The black market value of grain coupon was about 0.3 RMB yuan per jin (= 500 grammes) in 1987, but
decreased to only 0.03 RMB yuan per jin shortly before the whole system was abandoned, i.e. the price of
grain from state-owned shops has been converging towards the market price throughout this period.

3 Rice is the staple food in central and southern China, but not in the north and northeast.
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Table 8.2: Food expenditure composition at different income levels, 1990. Per cent RMB yuan

Sichuan Liaoning

Mean 1st q. 5th q. Mean 1st q. 5th q.
Grain.................... 10.6 124 94 10.0 10.7 10.4
Fresh vegetables ........... 13.2 15.8 12.6 14.3 16.1 141
Pork, beef and mutton . . ... .. 21.8 251 19.8 16.7 18.0 - 163
Poultry .................. 6.1 52 6.3 25 24 25
Fresheggs ................ 49 49 . 46 89 9.7 82
Other meats, poultry & eggs .. 47 44 49 27 18 2.8
Fish ..................... 39 32 41 92 9.2 9.2
Fruit .................... 82 6.1 9.5 13.2 12.2 . 126
Otherfood ............... 26.5 229 28.6 225 19.9 239
Total food expenditure ...... 2210 1477 2993 2445 1878 3154
Total expenditure .......... 4654 2651 6994 5039 3256 7014
Food in % of total expenditure 47.5 55.7 428 48.5 57.7 45.0

Percentages add to 100.0. 1st q. = first quintile by total household income. 5th q. = fifth quintile by total
household income.

The Urban Household Survey gives quite detailed information about the inventory of
durable goods in the households. The average wage earning Chinese household has traditionally
owned few, if any, durable goods®. The post-1949 economic policy aimed at securing adequate
supplies for a minimum standard of living for all households and gave little room for the
households to set aside means for acquiring durable goods. Only since the economic reform process
started in 1979 have the households been given opportunities to express their desire for durable
goods by having access to them via ordinary consumer market channels. Before 1979 most durable
goods available in other countries were "unaffordable, unavailable, or even unknown" (Hu & al.
[6]) for Chinese households. The production system gave prior to 1979 little priority to households’
need for durable goods. Such goods were produced in small quantities (or not at all) and
households would rush to get them when available. Installment plans and consumer loans for
financing were not available either.

- The remarks on the emergence of durable demand in urban China in this and the next chapter draws
heavily on Hu & al. [6]. |
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Table 8.3: Annual grain and rice consumption by household in Sichuan, 1990. Quantities in kg, values in
RMB yuan

Mean Min/max
Per household
Grain quantity .................... 426.2 (7.2 : 72/1126
value .............. ... ... 2349 (4.0) 49/713
Rice . quantity ....................  256.6 (5.1) 5/730
value ...... e e 82.3 1.9) 1/447
Istq. quantity .............. e 106.7 (34) 5/153
value .......... ... .. ... ... 340 1.1) 1/61
S5thq. quantity .................... 437.5 (7.2) 350/730
value ......... ... .. .l 142.1 44 97/447
Rice bought from free market
quantity .................... 48 0.9 0/330
value ...................... 44 1.0) 0/399
Per person (quintiles by rice consumption)
Rice quantity .............. ..., 81.1 (1.6) 5/292
Istq. quantity ................... 382 (11) 5/52
Sthq. quantity .................... 136.3 (3.2 106/292

Standard deviation of mean in parentheses. 549 obs. 1st and 5th quintile by total household income, unless
otherwise stated. The number of persons in a of household can be a fraction, e.g. a member who lives with
the household in only 3 months of a year is registered as 1/4 person.

After 1979 much higher priority was given towards satisfying consumer needs by
producing more of durables in short supply, allowing imports of durable to some extent and
- producing more kind of durables. Different durable goods have been "targeted” over time. At the
end of the pre-1979 period the ‘big four’ sought after by households comprised bicycle, sewing
machine (foot-powered), mechanical watch and transistor radio. The distinctive features of the
Chinese household consumption development: the high degree of equality in incomes and the
"starvation” with regard to durable goods, have caused the introduction of a wider range of
consumer goods to follow a compressed pattern, different from the development of other countries,
as well as taking place later in time. The fact that Chinese households through the general opening
towards other countries which started in the 1970s, learnt more about living standards and lifestyles
in other countries, may also have influenced the rush for durables in the 1980s, made possible by
- increased household incomes and production lines covering a range of durable goods.

The UHS data covering 1986-90 represents a particular phase in the development of
accumulation of durables. The development over these years is discussed in the next chapter. Here
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we look primarily at the situation in 1990. Table 8.4 shows the percentage of households owning
(at least one) of ten major durable goods for the two provinces.

Table 8.4: Ownership of major durables (at least one), 1990. Per cent

Sichuan Liaoning
Bicycles .. ..... ... . i 47.3 88.8
Sewing machines . . . . . . 62.0 56.3
Electricfans .. ..........ccoitieiniinnnnennn.n. 96.9 412
Washing machines ........................... 82.0 81.1
_Refrigerators . .......... ... ... il 67.6 59.8
Colour TV ... i ittt ie e 70.5 69.5
Black & white TV ..., 433 46.7
Stereorecorders .. .........o it 325 33.5
Mono recorders .............. e 38.5 37.5
Cameras ..........ciiiiiiii i et . 26.7 28.1

The ownership percentages are rather similar in the two provinces. The most notable
differences can easily explained by climatic (electric fans, perhaps also refrigerators) and
topographic (bicycles) differences. Also the concentration of ownership is quite similar between the
provinces as shown in figure 8.1. The similarity in the distribution of ownership of durable goods
between the two provinces indicate that this observation represents common features in urban
China in 1990. - |

The survey also includes information about the ownership of a number of other durable
goods than the ten major goods presented above. A fairly complete presentation of the ownership
- in 1990 for the two provinces is listed in Table 8.5. The list which reflects the detailed specifications

of the Survey, shows that there are a number of goods which have been highly sought after by
Chinese household in earlier years, but have now reached maturity with corresponding less interest
in monitoring the ownership percentage, e.g. mechanical wristwatches, leather shoes, wool coats
etc. That wardrobes and other big pieces of furniture are more popular in Sichuan than in Liaoning,
can be related to the observation made above of the relative abundance of floor space in Sichuan.
The urban Liaoning people have fewer wardrobes, but more western style clothing! The list
includes durables goods unattainable and /or unaffordable at the present time except for the very
few, such as motorbikes and air-conditioners.



Figure 8.1: Households by number of major durables, 1990
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Finally, we look in this chapter on the role of the socalled "free market" trade, which has
competed in recent years with the state shops in the supply of a number of commodities. The free
market trade typically takes place in open air stalls on pavements or squares. Among food items
the free market trade has been most important in vegetables and meat. We have already noted that
~ the free market plays little role for rice. Table 8.6A and 8.6B give a more complete picture by also
showing the development over the years in the quantities bought of the food items in state shops |
and the free market, respectively, in Sichuan, and also the average prices paid. We should underline
that the prices are not list prices, but unit pnces, ie. those actually calculated from the UHS

- observations as the purchase value per weight unit bought during a year™.

The hypothesis underlying the interest i in constructing these tables is that the free market
has come to play a more important role in recent years. This is perhaps not so obvious from the
observations after all. For Grain we notice again the predominant role of the state shops. There
seems to be no movement in the direction of more free market sale in rice, which accounts for less
than 10% of total rice purchases. The state price is stable and roughly the same in both provinces.
The free market price is 2-4 times higher than the state price, which probably indicates that the free
market specializes in special qualities rather than that rations are not big enough.

% The price variations and differences across years and provinces are quite prone to be lmsleadmg due to
" quality differences in the goods purchased, and possible observation errors either in the amount spent or the

‘quantity purchased, in addition to the sampling errors. There may be considerable seasonal variations in . '

some prices, which make the comparison of average prices over the year less relevant. Possible rebates for
quantity or for other reasons would also translate into prices. There is also perhaps some doubt as to whether
" some state shops may have been privatized as part of the economic reform.
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Table 8.5: Ownership of minor durables (at least one), 1990. Per cent

Sichuan Liaoning
Fur and other leathercoats ................ 304 28.6
Woolcoats ........coviivinineeennnnnnn 88.2 90.1
Woolclothing .......................... 86.5 93.5
Western style clothing .................... - 59.3 722
Leathershoes .......................... 99.3 977
Woolblankets .......................... 78.7 65.3
WArdrobes . . . .o vovee e 91.3 744
S0fa ..t e e e 78.5 65.2
Writingdesk ............. ... it 87.5 o 615
Combination furniture . . ... ............... 245 26.0
Sofabed ........... ... ... 133 19.9
Mechanical wristwatches .................. 98.0 93.1
Electric wristwatches .. ................... 32.5 53.1
Motorbike ........... ... . ..., 0.5 0.5
Radio ..........cciiiiiiiiiiinnn... 322 . 348
Musical instruments ..................... 145 9.2
Air-cooling equipment .. .................. 0.9 27
Air-conditioners ........................ 04 0.0
Electric cooking utensils .................. 14.4 77

The purchasing pattern of Fresh vegetables differ significantly between provinces as the
free market is completely dominating in Sichuan with state shops covering only 3-6% of total
purchases. In Liaoning the situation is more even between the two sources of supply and the
balance seems to be shifting in the direction of state shops. There are definitely lower prices on
vegetables in Sichuan than in Liaoning, but not a very wide price gap, more on the order of ten per
cent. As to be expected there are considerable unexplained differences in observed prices from year
to year, and not a very clear pattern in the relationship between free market and state shop prices.



Table 8.6A: Quantities and unit prices of different food items bought from free-markets and state-shops in
Sichuan, 1986-1990. kg and RMB yuan

1986 1987 1988 1989 1990

F S F S F S F S F S
Grain Q ..... 2491 4171 3049 4039 3053 4183 1467 4482 1653 4098
P...... 1016 0423 1.052 0413 1293 0449 2014 0481 1.637 0.545

Obs.... 506 600 557 59 516 550 512 550 523 550
Fresh Q ..... 467.8 169 4941 3489 4852 1572 4932 1437 4838 16.21
vege- P...... 0368 0375 0416 0527 0543 0532 0604 0810 0.604 0.842
tables Obs.... 599 273 597 322 548 276 549 333 . 550 359
Pork, beef Q ..... 8124 2454 6330 3979 6302 3954 5937 4085 6349 4153
& mutton P...... 3383 3717 3252 3385 4494 4256 4889 5232  4.643 5447
Obs.... 597 514 596 561 545 536 545 532 544 534
Poultry Q ..... 2408 5854 2674 3814 2281 4134 2309 4298 2125 5.858
P...... 4185 4502 3732 508 4925 6.538 5453 8449 5350 9.243

Obs.... 594 287 567 242 535 217 538 291 526 321
Fresh eggs Q ..... 1821 7569 1821 6.038 1650 6559 1671 7332 1790 9.778
R 3.027 2869 3282 2981 4340 3949 5228 4952 5070 4.698
Obs.... 571 369 563 293 512 188 512 200 521 262
Fish Q ..... 1653 5500 1266 4971 1113 3304 1131 4353 1250 5.037
P...... 3200 3.148 3649 3657 4603 5356 5372 6635 5130 7.107

Obs .. .. 585 514 578 349 512 217 508 290 528 362

F:Free market, S:State-owned shops, Q: Quantity, P: Unit price, Obs: No. of observations.

For Pork, beef & mutton there is - and contrary to our hypothesis - an increasing role for
state shops in Sichuan, while in Liaoning it is the free market which is gaining considerable ground.
There seem to be parity prices between the two sources, and prices are significantly higher in
Liaoning. Poultry is another oddity. In Sichuan the state shops have only 15-25% of the trade and
prices that are 10-50% higher than the free market, while in Liaoning the shares of the trade are
reversed, and the state shop prices are between one third and half of the free market prices! The
state shop prices of poultry in Liaoning are only about one third of the state shop prices in Sichuan.
Can this be correct? |



Table 8.6B: Quantities and unit prices of different food items bought from free-markets and state-shops in
Liaoning 1986-1990. kg and RMB yuan '

1986 1987 1988 1989 1990
F S F S F S F S F S

Grain Q ..... 4584 489.1 2940 4013 3447 3863 4072 3443 3094 4081
P...... 0985 0,528 1173 0.528 1383 0554 2017 0565 2216 0.562

Obs.... 311 600 438 600 399 600 387 600 370 59

Fresh Q ..... 360.5 3002 3226 2840 2667 3927 2731 362.7 280.0 349.6
vege- P...... 0375 0399 0.682 0952 0774 0544 0982 0699 0911 0.631
tables Obs.... 553 544 564 593 524 590 493 581 484 587
Pork, beef Q ..... 18.60 - 51.52  21.61 4500 18.83 4122 2502 3718 3329 3721
&mutton P...... 3256 3208 3967 3580 5339 4380 6289 5735 6454 6.065
Obs.... 415 409 450 449 381 380 368 357 413 405

Poultry Q ..... 5098 2195 5441 2237 7160 3046 6433 31.11 6.675 31.28
P...... 4175 1556 5141 1970 5.638 2240 6.791 2711 7.589 2417

Obs.... 174 424 356 452 338 498 319 473 352 440

Fresheggs Q ..... 2122 2195 2289 2237 2330 3046 2759 31.11 27.69 31.28
- P 2824 2830 3905 3754 4631 4391 4810 4462 5.091 5.031
Obs.... 453 424 515 452 450 498 423 473 425 -+ 440

Fish Q ..... 8095 1500 1475 2126 1207 2092 1636 2227 1978 2419
P...... 2848 2848 3376 3.020 4387 4.042 4853 4649 4955 4.509

Obs . ... 307 500 486 579 399 572 396 562 405 538

* One unreasonable observation with a total consumption of 4311 kg fish in 1987, but only 58 yuan in
expenditure has been deleted.
F:Free market, S:State-owned shops, Q:Quantity, P:Unit price, Obs: No. of observations.

The trade in Fresh eggs have fairly stable market shares in both provinces with the free
market having about two thirds of the trade in Sichuan and about half in Liaoning. The prices seem
to be about the same in both provinces and for both sources of supply. Finally, for Fish the state
shops carry about 60% of total trade in Liaoning, with reversed market shares in Sichuan. Prices
are significantly higher in the inland province (the fish trade in Sichuan is freshwater aquaculture).
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9. Durable goods acquisition and saving 1986-90

The years 1986-90 have generally been marked by improvements in the consumer choice
situation. Goods particularly sought after have become more available than earlier. Food rations
were still applied, but were probably less restrictive than earlier. The most remarkable feature of
this period from a consumer point of view was the sharp burst of inflation which took place in
1987-89.

Table 9.1: Consumer expenditures by household, 1986-1990. Per cent

1986 1987 1988 1989 1990
Sichuan
Food ........... ... .. ... ..., 494 45.8 45.1 485 47.5
Beverages and tobacco .. ............ 5.5 5.9 5.0 5.8 5.8
Clothing......................... 13.0 134 14.1 12.5 13.4
Durablegoods .................... 14.2 13.1 16.8 13.8 12.1
Services ............... ... ... 9.3 10.3 9.1 9.7 10.7
Other expenditures ................ 8.7 114 10.0 9.7 104
Liaoning
Food ........... ... ... .ol 45.5 477 43.6 - 477 48.5
Beverages and tobacco .............. 72 6.6 59 6.3 64
Clothing . .......... S 18.2 16.0 15.5 14.2 14.9
Durablegoods .................... 12,5 153 215 17.6 14.0
Services ...... P cee. 80 7.9 7.7 8.0 9.1
Other expenditures ................ 8.6 - 6.6 5.8 63 . 71

Percentages add to 100.0 for each province.

Table 9.1 show the composition of consumer expenditures for the period 1986-90 for the
two provinces. Although the composition changes structurally little over such a short period, the
detailed time series are included here, because this period covers a rush to buy durables caused,
at least partly, by the ominous inflationary development which took place in the middle of the
period and was later brough under control. The durable expenditure share in Sichuan was just
above 14% in 1986, increased to almost 17% in 1988 and subsequently fell to 12% at the end of the
period. The corresponding numbers for Liaoning are even more spectacular, an increase from 12.5%
in 1986 to 21.5% in 1988 and down to 14% in 1990. The definition of durable goods applied here

include all the goods listed as major durable goods in Table 8.4 and the minor durable goods listed
" in Table 8.5, hence, a broader definition than used in most countries.
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Table 9.2: Ownership of major durables in Sichuan and Liaoning, 1986-90. Per cent

1986 1987 1988 1989 1990
Sichuan
Bicycles ............... 66.7 47.7 469 46.4 47.3
Sewing machines ........ 710 62.8 527 57.1 62.0
Electricfans ............ 93.2 92.5 94.2 96.2 96.9
Washing machines . . .. ... 69.0 66.8 77.5 80.4 82.0
Refrigerators ........... 21.5 30.2 429 55.6 67.6
ColorTV .............. 272 342 49.1 63.6 70.5
Black & white TV .. ...... 69.3 62.8 52.6 48.9 43.3
Stereo recorders ......... 28.2 28.5 327 335 325
Mono recorders ......... 28.7 289 31.3 36.9 38.5
Cameras ............... 213 209 227 23.6 26.7
Liaoning
Bicycles ............... 95.7 91.0 88.3 87.7 88.8
Sewing machines ........ 66.5 60.8 56.7 54.0 56.3
Electricfans ............ 15.7 325 383 39.3 41.2
Washing machines ....... 68.2 70.5 77.8 79.5 81.1
Refrigerators ........... 5.5 14.5 333 46.7 59.8
~Colour TV ............. 29.7 29.7 51.2 58.0 © 69.5
Black & white TV ........ 63.9 73.0 64.0 54.0 46.7
Stereo recorders . ........ 24.2 28.3 352 35.0 335
Mono recorders ......... 26.8 31.2 31.8 34.0 37.5

Cameras ............... 9.8 18.8 218 227 28.1

Table 9.2 gives the time series for ownership for each of the two provinces. From the -
table we can easily read out which are the established goods with flattened out ownership ratios, -
which are in ascendance, and which are in decline. In both provinces bicycles has apparently
reached a stable level which, however, vary between the two provinces*. Sewing machines seem
to have a decreasing trend in the ownership ratio, which might reflect a decrease in the self-
sufficiency of the urban household. Electric fans are a necessity good in Sichuan, while the sharply
increasing trend in Liaoning marks electric fans as an "in" good in that province. Washing machines
are increasing from a level of around two thirds in both provinces to above 80%, a very marked
increase for an important labour and time-saving good.

* The oddity in the ownership of bicycles in Sichuan in 1986 in comparison with the ensuing years, must
be an effect of the sampling frame. In Chengdu "everyone" has a bicycle, while in Chongging and other hilly
cities there are few. .
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Table 9.3: Relative expenditures on major durables, 1986-1990. Per cent

1986 1987 1988 1989 1990
Sichuan
Bicycles .............. 7.6 4.5 39 3.9 5.5
Sewing machines ....... 0.7 0.7 0.5 0.2 0.6
Electronic fans ......... 6.9 6.0 4.6 31 5.5
Washing machines ... ... 11.1 103 8.3 34 67
Refrigerators .......... 220 424 . 350 36.4 32.6
Colour TV ............ 35.1 232 38.6 479 417
Black & white TV ....... 15 0.9 1.6 0.5 1.0
Recorders ............. 12.1 10.5 6.0 3.9 3.3
Cameras ............ . 3.1 15 1.5 0.8 3.0
Liaoning

Bicycles ............ .. 129 8.7 45 4.0 6.9
Sewing machines ....... 0.5 0.7 0.3 0.2 0.2
Electricfans ........... 20 14 1.5 14 24
Washing machines . ..... 9.0 40 53 3.3 3.8
Refrigerators .......... 19.7 29.0 33.5 48.9 379
Colour TV ............ 41.8 447 47.3 37.6 43.6
Black & white TV .. ..... 1.1 1.0 0.0 0.0 0.3
Recorders ............. 119 9.0 5.8 34 2.2
Cameras .............. R 12 1.5 17 12 26

Percentages add to 100.0 for each province.

Refrigerators have the most remarkable increase, more than trebling in Sichuan and
increasing tenfold(!) in Liaoning. The entries on colour TV and black & white TV set ownership
show that the observed years cover the period of phasing in the colour TV set for Chinese
households, while getting rid of the black & white TV set (or placing it in the bedroom). The
introduction of colour TV has come late in China, but with great speed. Stereo and mono record
players show almost identical picture, a durable good in moderate increase reaching together a
coverage of about 70%. Cameras seem to have been much more rare in Sichuan than in Liaoning
as late as the mid-1980s, but the two provinces end up at about the same level in 1990 (27-28%).
A more detailed analysis would probably show the age and cohort effects in the phasing in and
phasing out of durable goods, e.g. that young urban Chinese today have a vastly different
ambitions with regard to durable goods than their parents.

The UHS also records the amounts used on purchases of the same durable goods in each
of the years in the observation period. The results are presented in Table 9.3 for the two provinces.
‘The expenditure on the ten durable goods is given as percentage of total expenditure on these
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goods. The purchases are, of course. related to the inventories and corroborate the same picture®.
Refrigerators and colour TVs are the ones for which money is spent in these years. Their share of
total expenditure for the ten major durables vary between 57% and 84% for Sichuan and 61.5% and
86.5% in Liaoning.

Table 9.4: Nominal and real income and consumer expenditure by household for Sichuan and Liaoning, 1986-
1990. Growth rates. 1986 RMB yuan and per cent p.a.

1986 1987 1988 1989 1990

Sichuan
Total household income .......... 3382 3606 4186 4708 5329
Real income ....... e 3382 3314 3188 3083 3445
Growthrate ................... . -2.0 -3.8 -33 11.7
Consumer expenditure ........... 3099 3376 4171 4310 4654
Real consumer expenditure ....... 3099 3103 3176 2813 2974
Growthrate ................... . 01 24 -114 57
Liaoning
Total household income .......... 3242 3888 4601 5057 5687
Realincome ................... 3242 3574 3504 3312 3676
"Growth rate ....... e R - 10.2 2.0 55 110
Consumer expenditure .......... | 2837 3475 4484 4604 5040
Real consumer expenditure ....... 2837 3194 3415 2973 3210
Growthrate ................... . 126 6.9 -12.9 8.0
Overall staff and workers’
living cost index (1986=100.0) .. .. .. ’ 100.0 108.8 131.3 - 152.7 154.7

Growthrate ................... 70 8.8 20.7 163 13

The income and consumer development at household level in the period 1986-90 is set
out in Table 9.4, which includes both nominal and real values. The average income of the Liaoning
household bypassed that of the Sichuan household in the course of this period through a "leap” in
1987%. The real (deflated) values of income and consumption expenditure are arrived by deflating
nominal values. SYC gives two price indexes: an overall retail price index and and an overall staff

% We have for practical reasons not corrected for relatively small panel element in the data, Wthh will exert
_a slightly distorting effect on the year-by-year expenditure data.

- % It is not altogether clear whether this may be an effect of a change in the sampling frame or not. Some
odd changes from 1986 to 1987 have been noted elsewhere.
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and workers’ living cost index”. The price increase in the period 1985-1990 is registered as slightly
higher for the latter index, which is the one adhered to here®. The inflation rate reached a
menacingly 9% in 1987, then exploded by post-1949 Chinese standard in 1988 by a inflation rate
of more than 20% and was still high in 1989 with 16%. In 1990 inflation had been brought under
control again and was only at the level of 1%%.

The real household income in Sichuan decreased throughout the period until a strong
recovery in 1990, while the Liaoning average income increased sharply in 1987, decreased in the
next two years as inflation ravaged and recovered in 1990. The real consumption expenditure
followed the same pattern in both provinces, increased until 1988, retreated in 1989 and recovered
somewhat in 1990. The 1990 level was in Sichuan lower than that of 1986. The movements in
incomes and expenditure followed the same pattern in both provinces, and surely in urban areas
in other provinces as well. (The main difference between the two provinces is the "leap” in income

and expenditure in Liaoning in 1987, which might be a sampling effect.)
‘ By 1990 real income was higher than in 1986 in both provinces, in Sichuan only by 1.9%,
but in Liaoning by 13.4%. In view of the low income growth and the burden on the household
economy of financing the surge in durable expenditure (refrigerator and colour TV!), it is not
surprising that real consumer expenditure in Sichuan by 1990 was actually 4.0% lower than in 1986,
while in Liaoning there was an increase in the same period of 13.1%.

Table 9.5: Durable goods and saving ratios, 1986-1990. Per cent

1986 1987 1988 1989 1990
Sichuan
Durables/total expenditure ............ 14.2 13.1 16.8 13.8 12.1
Saving/income ...................... : 8.4 64 04 8.5 127
Liaoning
Durables/total expenditure ............. 12.5 15.3 215 17.6 14.0
' Saving/income .. .................... 125 106 2.6 9.0 114

In Table 9.5 the expenditure on durable goods as a share of total expenditure (also given
in Table 9.1) is juxtaposed with the saving ratios of the same years. The saving ratios show how
saving dropped abruptly in 1988 when both total expenditure and expenditure on durable goods

¥ Hussain & al. [10], apply province-specific "proxy" price indices, constructed at LSE.

% The overall staff and workers’ living cost index as published in the SYC has 1957=100.0. It has just been
recalculated here to give 1986=100.0.

¥ It is common to hear doubts from Chinese observers as to whether the official indices measured inflation
appropriately in 1987-89, comp. [18], p.18.
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peaked”. The development of the saving ratios mirrors the durable ratio. The expenditure on
durable goods reflects naturally both trend and cyclical movements. The rush to buy durable goods
to secure the purchasing value of liquidity seems to have been an important phenomenon in the

middle of the observation period overshadowing the underlying trend development.
To shed additional light on the durable "bubble" in 1988 Table 9.6 presents information
on the proportion of households buying each kind of major durables in 1986-90 and the unit

(average) prices paid for these goods. This serves again to corroborate the observations we have

already made in relation to the inventory of and expenditures on major durables. Durable aquisition

is by definition discrete and lumpy decisions.

Table 9.6: The proportion of households buying major durables and average prices paid. Sichuan and '

Liaoning, 1986-90. Per cent and RMB yuan

1990

1986 1987 1988 1989
pct. price  pct. price pct. price  pct. price pct. price
Sichuan
Bicycles ........... 150 1758 80 2001 102 203.8 65 2701 71 2520
' Sewing machines . . .. 17 1479 1.7 153 16 166.6 04 2464 09 2268
Electric fan ........ 228 1047 209 1017 229 1061 11.3 @ 1224 135 131.1
Washing machines 11.2 3437 9.7 3733 100 4416 31 4867 44 498.6
Refrigerators ....... 80 9557 120 12434 118 1570.1 93 17627 7.8 1349.2
Colour TV ......... 85 1433 55 14852 95 21649 80 26851 5.6 23925
- Black & white TV .. 13 382 12 2633 18 4687 04 6125 07 450.0
Recorders ......... 93 4484 88 4192 84 3779 49 3552 40 267.8
Cameras .......... 52  208.2 3.0 1808 27 300.1 1.5 2333 24 4033
Liaoning o v
Bicycles ........... 202 1764 190 1891 157 2015 102 2304 109 2458
Sewing machines . . - 08 1582 1.7 1634 12 1989 05 2400 03 2645
Electric fans ........ 32 1777 40 1461 48 2204 38 2175 40 2355
Washing machines 72 3442 43 3827 80 4576 35 5399 25 5873
Refrigerators ....... 42 13019 7.5 15956 113 20580 127 22435 79 18655
Colour TV ......... 78 14716 108 1700.1 14.0 23554 77 28493 6.0 27995
Black & White TV . .. 12 2646 1.0 4058 03 85.0 017 1300 02 650.0
Recorders ......... 77 4271 75 4930 9.0 4523 53 3753 35 2400
Cameras .......... 27 1186 32 189 40 2958 25 2721 34 3017

- % Saving ratios are throughout higher in Liaoning than in Sichuan. Aaberge & al. [1] find that household
saving ratio vary relatively little by income decile groups and note that if the concept of household saving
was extended to include net increases in the stock of consumer durables, saving ratios would vary more by

.income.
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10. Conclusion

For Chinese households the 1980s have been years of economic reform with many
changes affecting individuals and households. Generally it has been a period of improved living
conditions. The high economic growth sustained by the Chinese economy through most of the 1980s
has perhaps given more promises for the future than benefits to be reaped along the way. But there
certainly have been material improvements, and one distinctive mark of this period has been the
rapid aquisition of durables. This has come about by factors on the supply side, such as the growth
of consumption goods industries in China (including conversion of military industries to produce
consumer goods!), as well as on the demand side, such as satisfying the (suppressed) cumulated
needs for more comfortable living made possible by increased incomes and, at least, some
possibilities for loan financing. The increased knowledge about other countries brought about by
mass media, personal experiences, and grapevine information has probably stimulated and
enhanced common ideas about an attainable standard of living.

The data from the Urban Household Survey covers non-agricultural urban households
which constitutes less than 20% of the Chinese population (but this mass of still would still make
up the third most populous country in the world!). The UHS data studied were selected from only
two of the thirty provinces, but can nevertheless be interpreted as representative of urban China.

The living conditions of urban households have been described by means of the UHS
data in terms of living space, other dwelling conditions, income and consumption expenditure. The
standard of living as measured by income is low in international comparison. Conversion by
exchange rates shows that income per capita has been falling over the last 10-15 years, as the
relative devaluation of the Chinese currency has been faster than the growth of the Chinese
economy. Proper purchasing parity comparisons would probably give other results, however, and
put China in the middle-income class of countries rather than among the low-income countries
(21)).

The effects of dramatic political events such as the Cultural Revolution has left deep
marks in the demographic and educational background variables of the Chinese urban households.
These effects were found to be very visible and important. The effect of the long period of closed
institutions of higher education during the Cultural Revolution have had more important effects
on woman than on men. The one-child policy has been in effect for more than ten years and will
exert an influence on the Chinese society for decades and perhaps centuries. The immediate effects
in terms of smaller families are easily observable.

The years covered by the UHS data shows that a system of fixed nominal incomes, but
increasingly exposed to market fluctuations may cause uneven development as shown by the ups
and downs of households’ real income in this period. Whether the outburst of inflation in the late
1980s should be interpreted as an early warning of the dangers that the economic reform process
might involve or, on the contrary, showing that the reform process is under firm political control,
is a matter of viewpoint.

‘ The economic situation in China can hardly be separated from the political situation,
especially not when diséussing the economic reform process which has been going on since the late
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1970s and will unfold itself over the next decades. Chinese urban households might even be'more
concerned about the long-term political development than the short-term economic improvements.
The real issue is whether the economic reform process launched by the Chinese authorities is a
viable venture. Although the reform process seems tro have resulted in important gains until now,
the whole concept of gradual and partial reforms goes against the grain with regard to the reform
measures recommended or prescribed for other formerly centrally planned countries (generally of
the "big bang" type with warnings against attempts at gradual reform, see Gelb & al. [21]). China
may for a number of reasons be incomparable with the former Soviet Union and Eastern Europe.
We shall not express any opinion on the viability of the Chinese reform process, just underline the
need for monitoring the development, not only in terms of macroeconomic aggregates, but also
including indicators of the living conditions of Chinese urban and rural households.

The use made above of UHS data may illustrate features fairly easy to monitor by
(resource demanding!) surveys like UHS. There is a need, however, to adapt the survey to changing
circumstances, e.g. to keep it representative by including new groups (comp. footnote 21), by
adapting specifications to focus upon important household decisions as the households’ decision
set expands. More freedom for the households for decisions in the labour market, in financial
markets, and in other areas should naturally be reflected in the monitoring survey.
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