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4'| Introduction

INTRODUCTION

Richard Croucher, Pingli Li and Hiroshi Okano

The papers presented here on the theme of China and the outside world have been
produced primarily by Middlesex University’s Business School in London and by invited
scholars from outside that institution. They reflect both that School’s cultural diversity and
the international nature of London as a world city. The impetus for the publication, and sup-
port for it, came from our partners in Urban Research Plaza, Osaka City University.

The articles make contributions on economic, social and cultural aspects of their
subject and embody economic, social, historical and cultural perspectives. Michael Brookes
takes an international comparative view, examining export-led growth in the contrasting
economies of South Africa and China, setting a significant context for those articles which
follow on urban settings. Richard Croucher and Lilian Miles present their view of the posi-
tion of the enormous number of internal migrant workers in China, a subject closely related
to the wider issue of social exclusion in Chinese cities explored by Anne Daguerre and Elena
Vacchelli. A third article in this trilogy dealing with migration and social exclusion in Chi-
nese cities is provided by David Etherington. In a fascinating and detailed article on the
historic evolution of relations between the Chinese authorities, local Chinese people and the
Portuguese in Macao, Kai Cheong Fok explains the origins of the ‘Macao Formula’ which
has long provided an effective framework for interaction between China and the outside
world. Mark Houssart provides a very different but also interesting cultural perspective on
the China’s other key urban window to the outside world, Hong Kong, with an article on the
Infernal Affairs film trilogy.

It is instructive to look back to the immediate post-Second World War years to locate
these contributions, which very much reflect current concerns, with the public discussion
of China and the outside world at that time. An initial concern in that period was with the
stance foreigners should take towards the Chiang-Kai-Shek Nationalists, whom the USA
wished to support more actively than their British counterparts. The two countries also dis-
agreed on how far the new Chinese regime should be recognised as a legitimate government;
Britain tried in 1950 to have the new government seated at the United Nations, a policy op-
posed by the USA. The issue aroused huge controversy in both Western countries, and was
regarded as of the highest importance. Sharp differences between Britain and the USA also
arose over Formosa, with Britain anxious to avoid a Nationalist return to the mainland. Both
countries were united in their wish to have China end its involvement in the Korean War. Yet
they were also aware that Western public opinion viewed the new Chinese government as
likely to bring stability after a long period of foreign pillage and destruction that had brought
death, disease, poverty and humiliation to a massive number of people.

Simply recalling these past debates reminds us of the distance travelled. A more
peaceful international environment, and a recognition by all foreigners that China is a major
emerging economic power are now both obvious, but are perhaps less so on a longer term

view. There was nothing inevitable in the progress made across the decades. We have to re-
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call that in a wider perspective these realities should be celebrated. This collection of essays

does so.
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I. EXPORT-LED GROWTH IN CHINA AND
SOUTH AFRICA: TWO DISTINCT JOURNEYS

Michael Brookes

Abstract

Although South Africa and China are very distinct from one another in terms of their
culture, history and politics they do share certain commonalities in more recent decades. For
differing reasons both have gone through a major transition where the economy has shifted
from a largely closed one to one seeking significant export-led growth. In each case the evi-
dence suggests that this has been done at the expense of increasing levels of income inequal-
ity, with both countries experiencing wider levels of disparity between their urban and rural
populations.

To a large extent this is where the similarities end since they have both pursued their
export-led growth on the back of very different policy approaches. South Africa has pursued
a very clear neo-liberal influenced macroeconomic policy seeking to promote their export com-
petitiveness, whilst China has pursued a more hands on approach seeking to make strategic
interventions where necessary.

This paper undertakes a comprehensive review of the available evidence relating to ex-
port-led growth and its impact upon income inequality in both countries. Highlighting partic-
ularly how the different approaches have supported or restricted the extent of growth in that
country. The review reveals that in both cases rural-urban migration plays a very important
role in reducing the extent of inequality, but for very different reasons. In China, where there
have been large increases in demand for labour, large scale migration has prevented too much
excess demand for labour being present. However in South Africa, where demand for lower
skilled labour has fallen significantly, it is restricted migration that has reduced inequality
growth.

Export-led Growth in China and South Africa: Two Distinct Journeys

By choosing China and South Africa as the countries of comparison in this paper some
very significant conclusions can be reached. At the current time the global economy is still in
the depths of the biggest economic crisis for over 70 years. Although the prospect of depres-
sion may be fading it is unlikely that most economies will experience strong economic growth
at anytime for the foreseeable future. The current crisis has led many to question the relative
dominance of neo-liberal thinking and policies that have been the basis of international eco-
nomic affairs since the late 1970’s. Furthermore it has strengthened the voices of those who were
criticising the impact of neo-liberal macroeconomic and trade policies as well as the advance of
globalisation even before the onset of the current crisis. The basis of that criticism from these
opponents of neo-liberal economic policy and globalisation is that the configuration of price
stability, through fiscal and monetary austerity, combined with the drive for labour market
flexibility ensures that workers are unlikely to share in the benefits of rising productivity, hence
inequality is likely to increase. Both of these targets, i.e. price stability and labour market flex-

ibility are central tenets of neo-liberal macroeconomic policy, in fact in many cases they are ba-
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sic conditions that countries need to address and satisfy before they can qualify for funds from
bodies such as the World Bank and the IMF.

For critics of this type of policy approach it is virtually a tautology that pursuing export-
led growth within a neo-liberal framework will lead to increasing inequality. This is the major
reason why these two countries are the ideal selection for comparisons of different policy ap-
proaches to export-led growth. On the one hand South Africa has very much followed the
Washington consensus in terms of their macroeconomic policy whilst the Chinese approach
has largely flown in the face of that perceived wisdom. Ever since the ANC government adopt-
ed Growth, Employment and Reconstruction (GEAR) in 1996 as the basis underpinning of its
macroeconomic policy the South African economy has almost slavishly pursued the objectives
dictated by neo-liberal economic thought. In comparison the Chinese have strongly resisted any
external attempts to influence or affect their macroeconomic and trade related policies.

Since its economic reform and open door policy in 1978 China’s economy has been grow-
ing at a rate that has rarely been matched for a sustained period either throughout the world or
throughout history. For the first 25 years since reform China’s average annual growth rate was
8%, (Chow 2003), and the rate of growth since then has only slowed marginally. This rapid Chi-
nese economic growth has largely been caused by two complementary factors, these being the
surplus of agricultural labour combined with the massive inflow of foreign direct investment
(FDI). The process being that the FDI has created the jobs and the redeployment of surplus agri-
cultural labour fills these posts.

In short the rapid economic expansion in China has been driven by a large scale application
of the classic Lewis model of economic development, Lewis (1954). Where there exists an agri-
cultural sector with very low labour productivity, in fact the marginal productivity of labour is
virtually zero, combined with a far more vibrant manufacturing sector where there are far more
opportunities for growth and the marginal productivity of labour is much higher. If the econo-
my can facilitate the transfer of labour from the relatively unproductive agricultural sector into
manufacturing, agricultural output is largely unaffected but manufacturing output can increase
significantly and the economy is likely to experience strong economic growth.

The extent to which China has pursued this policy is somewhat dizzying and their urbani-
sation rate has increased from 18% in 1978 to 45% in 2007, (Zhang 2009, Zhao & Liu 2010). Im-
plying that by 2007 something in the region of 3 — 400 million people, about the equivalent of
the population of the USA, were living in urban conurbations when they would previously have
been living in rural areas. This has had a similar impact upon the sectoral employment rates
with the share of employment in the agricultural sector falling from 71% to 50% between 1978
and 1995, (World Bank 1997), and continuing to fall at a similar rate subsequently. Not surpris-
ingly this massive migration of labour has had a significant impact upon the Chinese economy,
as mentioned previously economic growth has averaged around 8% per annum for the last 30

or so years, even more significant is that the average annual growth rate for exports has been in
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double digits over the same period. Clearly this level of expansion, both in terms of economic
growth and increasing exports, coupled with the very high rates of migration are likely to have
had an impact upon inequality. Indeed there has been a significant increase in the level of in-
equality over the period, by most measures the level of inequality has risen consistently over
the post-1978 period with the Gini coefhicient reaching 0.469 in 2007 and the ratio of average
urban incomes to average rural incomes reaching 3.28, (Song 2009). To a certain extent it is not
surprising that inequality has been on the rise in China. Export-led growth will always force
the economy to restructure as resources are shifted away from declining sectors into expanding
ones and the related impacts upon labour demand in each sector is likely to fuel growing income
inequality. Consequently, although inequality has increased within the Chinese economy, the
incredibly high levels of labour migration have probably acted to keep the lid on rising inequal-
ity to a certain extent. In short if the Chinese economy had not been able to respond to rising
export demand and economic growth by enabling the mass migration of labour to urban areas
the level of inequality would have been considerably higher.

What is now a much greater issue for the Chinese is whether they will be able to continue
to expand at the same rate and, if so, can they prevent the level of inequality reaching more
unacceptable levels. Zhang (2009) argues that to prevent unemployment rising to levels likely
to lead to serious social unrest the Chinese economy needs to continue to grow at an annual
average rate of 8% for the next 30 years. This will entail urbanisation rates rising to 80% by the
end of this period or the equivalent of a further 4 or S00 million people migrating to urban loca-
tions. Achieving this outcome would require levels of migration absolutely off the scale by his-
torical standards with well in excess of half a billion people undertaking rural-urban migration
in little over half a century. Even though the Chinese economy has managed to achieve roughly
half of that in the first 30 years since economic reform, it is perfectly plausible to question
whether they can continue to support this high level of migration. Zhang (2009) argues that
the continued policy of Urban Management, which is the government planning to increase and
improve the level of infrastructure enabling the urbanisation rate to rise, will be sufficient to de-
liver the continued high rates of migration. Without delving into the environmental and scarce
resource depletion issues the sheer size of the undertaking is sufficient to question whether it
will be achievable.

Furthermore, even if the infrastructure is in place, it will still require large numbers of
people willing to relocate from rural to urban areas and indicators of a possible decline are al-
ready visible. Song (2009) has identified that since 2000 the urban poor population has steadily
risen and the urban poor is increasingly becoming the newly laid oft and newly migrated rural
workers. Hence faced with a lower likely benefit as a result of migration the stream of willing
migrants may start to decline.

In addition the whole process of migration leading to export-led growth has been driven

by the Chinese economy being able to attract massive levels of FDI to create the jobs in the first
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place. In the current economic climate with increased uncertainty, restricted access to credit as
well as lower levels of economic growth, it is perfectly possible that the level of FDI generally and
for China specifically is likely to be lower in the next decade than it has been in the most recent
ones.

Therefore if the Chinese economy fails in any one of these three areas; developing suflicient
infrastructure to cope with continued large scale migration, maintaining a large stream of will-
ing rural-urban migrants and continuing to attract high levels of FDI, the level of inequality is
likely to rise at a faster rate. The first two would raise inequality as labour shortages in the manu-
facturing sector would lead to strong wage rises in that sector, whilst the latter would increase
inequality as a result of rising unemployment.

Turning to the situation in South Africa, not surprisingly the performance in terms of
growth, migration and inequality is significantly different. As mentioned earlier the South
African approach to export-led growth has very much been on the back of policies seeking to
increase international competitiveness through low inflation, more labour market flexibility and
high productivity. In the democratic era growth was relatively slow initially, 2-3% in the 1990’s
but increasing to an average of 4.2% between 2000 and 2008. Obviously this is not particu-
larly impressive when held up against the Chinese performance, but the growth in China must
be viewed as atypical and South Africa generally fares reasonably well in comparison to most
economies of a similar size. In terms of rural-urban migration, clearly South Africa is unlikely to
match the massive movements witnessed in China, but there has been significant migration, with
Boraine et al (2006) putting urban population growth rates at 4.4% per annum in the democratic
era, this being much faster than the growth of the overall population. The picture is mixed when
analysing changes to income inequality, Crankshaw and Parnell (2004) indicate that inter-racial
inequality is being eroded, which given the unequal balance of society under the previous regime
is obviously a positive. However they also report large increases in intra-racial inequality as well
as widening inequality generally.

A number of factors have been present leading to these increases in the level of inequality.
Firstly trade liberalisation has negatively affected employment in South Africa. Nattrass (1998),
Bhorat (1999) and Birdi et al (2001) all identify that there was a large decrease in manufacturing
sector employment in the initial democratic years. During the period of isolation many indus-
tries in the manufacturing sector were shielded from foreign competition as a result of the vari-
ous trade embargoes. Unfortunately once the new regime came in and trade with South Africa
expanded many of these industries proved ineflicient and uncompetitive against foreign firms
and jobs were quickly shed. With the resultant increase in unemployment raising the level of
inequality. This process has continued as South African manufacturers have struggled in export
markets largely because labour costs are too high (Edwards and Golub 2004). Labour friendly
employment legislation in the post-apartheid era combined with relatively low levels of flexibility

being the major causes, (Rankin 2005). As a result lower wages and/or greater productivity are
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required to increase the level of exports.

The irony in this is that at a time when the ANC government has tried to promote export-
led growth through adopting neo-liberal policies at the macroeconomic level, it has hamstrung
the effectiveness of its own policies by adopting an interventionist approach at the labour mar-
ket level. Trying to promote export growth but at the same time enacting strong employment
protection and generous minimum wage legislation, (Rankin 2005), is a poor policy mix that
has not served the South African economy well. The upshot being that South African manufac-
turers find it difficult to compete in international markets where there is a significant require-
ment for unskilled and semi-skilled labour and as a result demand for these types of labour has
reduced greatly. This has been compounded by greater capitalisation and adoption of technol-
ogy in the export orientated manufacturing sector, (Edwards 2001, Rodrik 2006). Unable to
compete in export markets using lower skilled labour has forced firms to invest more heavily
in capital and technology as a means to compete. The result being that demand for unskilled
and semi-skilled labour has fallen whilst it has risen for skilled labour, with this leading to even
greater inequality. The overall implication being that the poor mix of policies at the macro and
labour market levels has led to a collapse in demand for lower skilled workers in the manufac-
turing sector. With these jobs presumably being lost forever to foreign competitors, since adopt-
ing more flexible labour market policies at this stage would be too little too late and would not
be sufficient to recapture them.

What, however, has been the effect of rural-urban migration upon the level of inequality?
It has already been mentioned that urban population growth outstrips the growth of the overall
population. However, Gelderblom (2007) points out that rural-urban migration rates have actu-
ally remained relatively low in South Africa. Clearly in the apartheid era migration was largely
impossible for the non-white population, but even after the restrictions were lifted in the 1980’s
rural-urban migration rates have still remained significantly below those in the rest of sub-
saharan Africa. The reasons for this being that the rural poor are constrained their migration by
the costs that are likely to be incurred as well as the high probability of the migration being an
economic failure, (Gelderblom 2007). Therefore the level of migration is relatively low in South
Africa since, unlike China, the infrastructure to support the movement of the population from
rural to urban locations is not in place.

However in terms of its impact upon inequality limited migration has actually reduced the
gap between rich and poor in the urban areas at least. If there were significantly higher levels of
migration this would increase the supply of lower skilled labour, with these being precisely the
jobs that have been lost to foreign competitors in the manufacturing sector. The overall impact
being that unemployment will rise, or possibly, in the informal sector where labour market
regulations are difficult to impose, there would be downward pressure on wages, both of which
are likely to increase inequality.

In conclusion, this paper has made comparisons between South Africa and China who, In
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conclusion, this paper has made comparisons between South Africa and China who, with vary-
ing success, have both pursued policies of export-led growth. In both cases there has been an
increase in the level of inequality but, again in both cases, the extent of rural-urban migration
has had a moderating effect upon inequality growth, i.e. it could have been worse. China has
seen incredible levels of export growth with hundreds of millions of jobs being created. This has
supported a sustained period of exceptional growth where relatively unproductive rural labour
has shifted to the more productive manufacturing sector. With export growth at this level over
such a long period it is unrealistic to expect that it would have zero impact upon inequality, but
China’s up to now almost limitless ability to fill the new jobs created from surplus rural labour
has certainly limited the rate of increase in inequality. However, once China starts to find it
more difficult to support the rural-urban migration, or else its attractiveness as an FDI destina-
tion diminishes, the extent of inequality is likely to grow.

The situation is different in South Africa in that its pursuit of export-led growth has been
less successful, although virtually all countries across history would perform poorly given the
same comparison. However the ANC government has to a certain extent been culpable in that its
poor match of policies at the macroeconomic and labour market levels has restricted the extent of
export-led growth, it has also led to a very large reduction in the demand for semi-skilled and un-
skilled labour. This has led to a strong increase in the level of inequality, however the relatively low
level of rural-urban migration has limited that rise in inequality. If more workers relocated from
rural to urban areas they would be arriving in areas where there is already a large surplus of semi-

skilled and unskilled labour and as a result the level of inequality would further widen.
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2. MIGRANT WORKERS IN CHINA: SOCIAL EXCLUSION,
PROTECTION AND REPRESENTATION

Richard Croucher and Lilian Miles

Abstract

This paper highlights the ‘social exclusion’ experienced by migrant workers in China
and demonstrates the threat to social stability caused by their discontent and frustration. It
shows that the Chinese state, in responding to migrant worker unrest, has adopted a three-
pronged policy. It has improved the legal rights of migrant workers, encouraged the official
unions to help give effect to these rights and allowed NGOs to offer certain services. Yet these
initiatives have taken place within strict political confines and their capacity to protect the

interests of migrant workers is consequently limited.

Introduction

China has experienced rapid growth and expansion since the late 1970s when economic
reforms were instituted. The state-driven process of economic growth promised hope and a
new future to the masses. Rapid urbanisation and pro-industrialisation policies led to a huge
demand for labour, prompting millions of peasants to move to urban areas in search of work
to build a brighter future. This resulted in a large population of temporary rural migrants in
cities. Social disruption has been massive and migrant workers today number in excess of 200
million (Chinese National Statistics Bureau 2009). Migration from villages to large cities such
as Beijing, Shanghai, Guangdong and Shenzhen has enabled economic growth to expand very
rapidly (Liu, 2007: 78-81). But migrant workers faced discrimination and unequal treatment
in employment, housing, social security and wages, putting them in a vulnerable situation,
despite their significant contribution to urbanisation and economic growth (Liu, 2007). Their
plight has received considerable attention in the literature and media in recent years, prompt-
ing the introduction of a range of policies to ameliorate their concerns.

This paper illustrates the attempts by the Chinese state to allay migrant worker unrest by
improving their rights (Perry, 2001; Lei, 200S; Chan, 2006, 2008; Unger & Chan, 2008). In
the main, these take the form of legal reform, but the state has also encouraged unions to un-
dertake a more positive role in safeguarding their rights. In addition, it has permitted a degree
of external (albeit very limited) competition from NGOs across several of the unions’ func-
tions. The question is the extent to which these initiatives have proved sufficient in meeting
the needs of migrant workers and facilitating their integration into the mainstream working
class.

The discussion will proceed as follows. First, the position of migrant workers as a distinc-
tive segment of the working class will be discussed. Next, the ways in which the Chinese state
has legislated to improve their treatment and encouraged the official unions to take a more
representational role in relation to them will be considered. The role played by NGOs in pro-
viding a range of services to migrant workers will then be examined. Finally, the significance of

current developments will be discussed.
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Migrant Workers in China: Undue Hardship

Migrant workers in China have suffered from profound and particular problems, making
them a super-exploited segment of the working class. They were long not considered part of
the proletariat by the Chinese Communist Party, but were rather defined by their peasant ori-
gins. The ‘hukou’ registration system (initially implemented to limit mass migration from rural
to urban areas in order to ensure structural stability, as well as adequate supplies of low cost
labour to state owned businesses) officially identified a person as a resident of a particular area
and contained information such as his or her name, date of birth and the names of family mem-
bers. Neither individuals nor families can move outside their localities without first obtaining
permission from the authorities. The number of people allowed to do so was tightly regulated;
those who moved without permission lost their entitlement to food rations, housing or medical
care and could be forcibly removed. Workers migrating from rural areas thus could not transfer
their residence status when they move, preventing them from integrating into urban life. Their
citizenship status was thereby undermined — despite living in cities, they were not entitled to
urban citizenship, the right to settle, nor regular jobs or social benefits such as subsidised hous-
ing, pension or healthcare. !

This registration system has remained largely intact although migrant workers can now,
subject to certain criteria, apply for permanent or temporary residency status in the cities (Chi-
na Labour Bulletin, 2008a). The legitimacy of their presence in cities remains contested, cut-
ting them off from the rights enjoyed by urban workers and weakening them greatly in the em-
ployment relationship (Florence, 2006). Their outsider status under the hukou system made it
difficult for them to integrate into their adopted cities, being represented neither in the urban
or rural political systems. Ironically, despite this, the state not established channels through
which they can exercise ‘voice), leaving them to struggle by themselves, socially excluded yet
possessing little power over their own destinies (Li, 2005: 57). Many are illiterate in terms of
their ability to understand written documents. Even if aware of their rights, they are reluctant
to claim them because they are liable to be dismissed by their employers and replaced from the
abundant supply of other workers seeking jobs.

Suffering from low status and often with only limited skills, many migrant workers are
employed in poorly paid, labour intensive jobs such as construction and low-skilled manufac-
turing. They frequently work without employment contracts and do not enjoy even the formal
protection offered by these (rest periods, sickness benefits, maternity rights and rights against
unfair dismissal). They experience exceptionally high rates of occupational diseases and work-
place injuries, particularly in its notoriously dangerous coal mining industry (China Labour
Bulletin 2008b). Migrant workers also suffer disproportionately from poor physical health,
stress and depression (Liu, 2007; Wong & Song, 2008). In leaving their hometowns and fami-
lies behind, many migrant workers lose their social capital and feel a sense of loss. Their access

to state aid such as medical and healthcare facilities, and social security, is extremely limited.
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Employers frequently delay the payment of wages to them (Zhu, 2004:1018). Many local
state authorities require them to pay a range of supplementary taxes (as a means of increasing
income and generating profit) — city improvement fees, labour adjustment fees, fees for issuing
temporary residence cards, employment cards, work permits and fees to enable their children
to attend schools in urban areas. They also often ignore the way such workers are treated, more
intent on securing the cooperation of employers from whom they derive revenue (Li, 2005;
Zhu, 2004; Zhang, 2008). Last but not least, female migrant workers pay a higher price than
their male counterparts. They encounter more safety issues (rape, theft, human trafficking and
prostitution), decreased prospects of marriage and are disproportionately concentrated in low
paying jobs (Liu, 2007). In short, migrant workers are a group exhibiting serious and very spe-
cific problems.

The separateness of migrant workers is further underscored by their exclusion from union
membership, traditionally limited to urban workers. Employers discourage them from devel-
oping a collective identity (Human Rights Watch, 2008). Consequently, they have had no
legitimate channel through which to express their discontent, other than individual resistance,
strikes and public protest actions. With the right to strike prohibited under the law, migrant
workers have resorted to violence, threatening social and political stability (Li, 200S; Gu,
Zheng & Yi, 2007). They employ a range of methods ranging from sit-ins, to wildcat strikes,
pickets and rioting (Shen, 2008). ‘Mass incidents’ involving migrants occur daily, although
many are unreported in the media. The official number of strikes rose to almost 100, 000 in
2008, of which an unknown but probably large number involved migrant workers. The media
continues to report incidents of strikes and protests by migrant workers and indeed, they have
been closely identified with social unrest (Pun, Chan & Chan, 2010).

In recent years, the state, alarmed by high levels of social disturbance, promised several ini-
tiatives to ameliorate the concerns of migrant workers. Since ascending to their leadership posi-
tions in 2003, President Hu Jin-tao and Premier Wen Jia-bao emphasised ‘harmony’ and ‘sta-
bility” in society, prioritising their importance even over the pursuit of economic growth and
efficiency. They expressed considerable concern about China’s social stability and stressed the
importance of balancing its development. In resolving to extend to migrant workers employ-
ment rights and social protection, they hoped to reduce the gap between their experience and
that of other workers and consequently, their specific sense of grievance and collective identity
as excluded workers (Wu, 2006). We now discuss the specific measures taken by the state to

safeguard migrants.

Protection Under the Law
The legal regulation of the employment relationship is a relatively recent phenomenon in
China, introduced only after the changes in the labour market. The Labour Law 1994 was the

first comprehensive statute to stipulate minimum employment standards and working condi-
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tions. However, it was drafted in a broad brush way, without detailed clarification of its various
provisions, and therefore offered employers great discretion in the way it was implemented.
The Act also did not recognise migrant workers as workers and conferred no rights upon
them, causing them to be exploited and violated (Wang, 2008: 207, Ngok, 2008: 51-57). The
most recent and most significant piece of legislation, the Labour Contract Law 2007, required
more stringent regulation of the employment relationship. It established stricter guidelines
for employment practices and shifted the balance of power away from employers to workers.
Compared to the 1994 Act, it is more comprehensive in its coverage of the employment rela-
tionship. It also strengthened the role of unions and prescribed harsher penalties for employers
who failed to comply with its provisions. The government had moved quickly to finalise the
Act following the public outcry in June 2007 over slave labour conditions in the brick industry
in the Shanxi province where rural migrant workers were kidnapped, sold to brick factories
and forced to work long hours with no pay. Subsequent investigations revealed that more than
2,000 brick kilns were operating without licenses and had “illegally” employed 53,000 work-
ers. The case was regarded as a symbol of a lack of workers’ rights in China.” The Employment
Promotion Law 2007, which also came into force in January 2008, prohibited, for the first time,
discriminatory practices against migrant workers by requiring those seeking employment in
cities to be given the same rights as those of urban workers (Article 31). Last but not least,
the Labour Disputes Arbitration Law 2007, (effective 1 May 2008)° was updated to deal with
the increasing number of labour disputes which have emerged in recent years. The Act waived
arbitration fees and extended the time limit for workers to bring their claims to arbitration.
Since 1991, the number of cases submitted to arbitration has increased at a rate of 28.2% annu-
ally (from 7,600 cases in 1991 to 317,000 in 2006). Indeed, it has been reported that since the
2007 Employment Contract Law came into effect, the number of cases submitted for arbitra-
tion has increased even more. *

Notwithstanding these developments, the weak enforcement of laws in China continues
to allow the exploitation of migrant workers. Two reasons for the weak enforcement of law
may be given. First, the distinction between ‘policy’ and ‘law’ is conceptually problematic in
China. Previously, under an interventionist state, few laws existed. It was more usual to rely on
administrative orders, decrees, rules and notices enacted by the NPC, State Council and other
governmental agencies. Although latterly many labour regulations have been enacted, they are
still very much considered as ‘policy” rather than ‘law’ — they take the form of directives from
the state and are of an administrative, rather than legal, nature. As they were often drafted in a
broad brush and propagandistic manner, they lacked the detail and clarity needed to guaran-
tee their enforcement. They were also enforced by local governments rather than the courts
and only when conditions for law making matured, were labour regulations converted into
‘law” (Ngok, 2008: 49). Thus China’s *... written law is [only] slowly coming abreast of that in
developed countries...” (Josephs, 2008: 377). Secondly, fundamental weaknesses exist in the

enforcement of the law. Cooney (2007) discusses this in detail, pointing out that laws are often
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ignored by the very persons responsible for implementing them — i.e. local state authorities,
which are more interested in generating income from employers and which are reluctant to an-
tagonise them. Evidence suggests that central government regulations are being implemented
by local government in a way which maintains rather than reduces the discrimination suffered
by migrant workers, in order to restrict their movements into large cities (Davies & Ramia,
2008). Collusion between state officials and employers further weaken the potential of the law
to protect workers (Gallagher, 2004: 23). Official inspections by authorities remain sporadic
and superficial because of a shortage of inspectors. The range of penalties is also very limited
— local labour authorities can only issue warnings, correction notices, fines and compensation
orders. Indeed, many employers have attempted to circumvent their legal obligations. Huawei
Technologies, China’s largest telecommunication equipment manufacturer, asked 7,000 work-
ers with more than eight years of service to resign and accept re-employment as ‘new’ staff in
order to convert ‘long-term contracted’ staff to ‘short-term contracted’ staff — taking itself out
of the reach of the new laws. Businesses have abandoned factories in order to avoid paying
wages, and have relocated to other south east Asian countries where labour contracts are regu-
lated less strictly. Smaller companies, unable to bear the costs of compliance, have simply made
workers redundant (Lan, 2009: 512 — 513). Moreover, much needed social security programs
(unemployment benefit and insurance) had never been put in place. In summary, even with
the introduction of pro-migrant laws, migrant workers continue to be denied basic social and
political rights (Pun, Chan & Chan, 2010: 145).

The ACFTU as Guardian of Migrantl Worker Rights

The All China Federation of Trade Unions (ACFTU) is the only recognised union in
China. The formation of independent unions is strictly prohibited® and attempts by workers
to form independent unions have been suppressed (ITUC, 2007). Though there have been
sporadic attempts by union activists themselves to assert the ACFTU’s independence from
the state, these have either lost momentum or failed (Chan, 2006: 277). The ACFTU is not
recognised as independent by the international trade union movement (Croucher & Cotton,
2009). Protection of workers’ rights is regarded by the state as subordinate to the overall goals
of social and political stability; the unions are ‘transmission belts’ for the Communist Party’s
ideas. Under classic communist rule, trade unions had several functions; mobilising workers
for labour production, administering welfare, organising recreation and acting as political ad-
vocates within the official apparatus. Since it views itself as an extension of the state, the ACF-
TU avoids adversarial stances in dealing with employers, preferring instead to build ‘harmony’
In many instances, union officials in enterprises are appointed by the employer, rather than
democratically elected by workers. That trade unions need a through overhaul of their nature,

structure and functions in order to meet the demands of workers is argued succinctly by Zhu
(2004) and Chan (2006, 2008).
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Making significant changes in structures, functions and ways of working has been notori-
ously difficult for unions in most countries, focused as they are on reacting to initiatives by em-
ployers and the state rather than on more pro-active approaches (Croucher, 2000). In China,
two additional factors militate against the possibility of unions fulfilling even the legal func-
tions specified in legislation, that is, political control by party officials and the continued close
relationship between local authorities and enterprises. Local government has been criticised
as bureaucratic, ineffectual and elitist, preferring urban to migrant workers (Zhu, 2004; Taylor
& Li, 2008). Change is further hampered by the lack of experience and expertise of union offi-
cials themselves in representing workers, management domination of unions and the low levels
of awareness among workers of the possible functions of workplace unions (Gallagher, 2004:
26-35).

In placating growing worker unrest, the state has enacted legislation to induce the ACFTU
to extend its activities. The Labour Contract Law 2007 envisaged a more ‘progressive’ role for
the ACFTU, requiring it to conclude and police contracts with the employer (Article 6), giving
it consultation rights on redundancy and rights to make legal challenges to changes to contracts
made by the employer (Articles 41&43) and providing worker representatives with the right
to conclude collective contracts (Article S1). A degree of collective involvement by workers
themselves is also envisaged here since the draft of the collective contract is to be presented
to a meeting of workers. Further, Article 56 encourages increased collective bargaining on
distributive issues, providing that unions must oversee the collective and individual rights of
workers through legal channels. Article 78 obliges the union to ‘assist’ workers when they ap-
ply for arbitration or commence legal action against employers. Overall, the Act has pushed the
ACFTU towards a more active defence of workers’ interests and allows for a degree of worker
involvement. It has also attempted to move the ACFTU to support workers bringing individual
arbitration and legal cases.

Another important development has been recruitment of migrant workers into the ACF-
TU. Migrant workers were historically excluded from union membership, since they were not
urban workers. The State Council’s ‘Circular on the Improvement of the Services and Manage-
ment of Migrant Workers 2003’ represented an historic step because for the first time, migrant
workers became eligible to join the ACFTU. In 2003, the ACFTU started to bring them into
the union’s purview for the first time, in response to the legislation. While the process of bring-
ing them into membership is not a classical western ‘organising’ one, but one which normally
involves obtaining management agreement, it remains a symbolic step forward since it publicly
demonstrates that they are now, for the first time, recognised as members of China’s working
class.’ By early 2008, according to official figures, some 66 million migrant workers had been
brought into the union.” In addition, again in response to policy, the ACFTU has recognised
‘neighbourhood or community unions’ within its structures— allowing migrant workers in small

enterprises in the same neighbourhood to be brought into the union. This measure has cre-
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ated a more inclusive basis for membership since it allows workers even in small workplaces to
be represented. Even so, the historic exclusion of migrant workers from ACFTU membership
meant that they had no experience or tradition of extracting benefits from it (Cooney, 2007:
681 - 682).

The ACFTU recently also announced that it would pursue ten measures to ensure migrant
workers’ legal rights (2006). These included helping local state authorities promote the use of
labour contracts, working to establish a prompt payment system in the construction industry,
strengthening occupational health and safety education among migrant workers and provid-
ing them with free legal assistance and other benefits. Yet this role remains seriously under-
developed from the perspective of migrant workers (Nichols & Zhao, 2010) and it has been
reported that only 4.2% of migrant workers would approach the ACFTU if they had a problem
(Zheng, 2007).

The wider reality for Chinese workers’ representation remains one of ACFTU ineffective-
ness. It is argued by the Hong Kong based China Labour Bulletin that the ACFTU remains
“..essentially a charitable organisation, providing assistance only after workers’ rights have been
violated, and that it is “...reactive rather than proactive; it only reacts within the bounds prescribed
by the government, and only when the government instructs it to do so. The ACFTU is stuck in a rut,
overly dependent on the Party and government, and cut off from the workers it is supposed to repre-
sent...” (China Labour Bulletin, 2009: 33). Consequently, the ACFTU, it has been suggested,
may only ‘play a minor role in helping to soften the blow for workers, exactly the role the State wants
it to play in a period of radical economic reform’(Chan, 2007: 285). Whether the ACFTU will
change is a question which is becoming more pertinent. With China’s accession to the World
Trade Organisation and its signature of various ILO conventions, this question will remain sig-
nificant. Labour issues will constitute part of China’s international trade and political relations

and no longer simply be regarded as domestic issues (Zhu & Warner, 2005: 359).

NGOs and Migrant Workers

Over the last fifteen years, large numbers of migrant worker NGOs have emerged, many
founded by migrant workers themselves (Chan, 2006).

Zhang (2008) suggests that an attitude developed among migrant workers that they must
become self-reliant, because neither trade unions nor the state would help them. Thus they
have developed a collective self-consciousness and awareness of the need to act on their own
behalf that reflects their specific situation. In the Pearl River Delta, for example, it has been
estimated that there are over 500 ‘citizens’ advocates’ or ‘barefoot lawyers’, themselves mi-
grant workers, who represent their fellows in disputes with employers (China Labour Bulletin
2008c). This tendency has been important background to the development of NGOs, part of a
wider civil rights movement to protect the rights of the exploited (Edele, 200S; Liu, 2006; Beja,
2006). Links with global NGOs have generated valuable resources and opportunities, provid-
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ing a further impetus for their growth (Huang & Guo, 2006).

The World Bank (2009) estimates the number of NGOs in China to be 1 million. The
term covers a wide range of organisations — from government-operated non governmental or-
ganisations (GONGOs) to non governmental organisations (NGOs) which do not enjoy state
financial support (Wang & Liu, 2009: 6-7). GONGOs are established by the state to deal with
social problems and are generally closely linked to the government. The state tolerates NGOs
as long as they do not focus on politically motivated issues and if they provided services to their
constituents (poverty alleviation, elderly care, services for the disabled, youth development,
rural development). Many NGOs are regarded as an indispensable part of society because of
the contribution which they can make. Even now, the government continues to view NGOs as
‘bridges’ between the state and society and expect them to function as ‘helpful assistants’ in de-
livering services to society. Outside of these functions, political control over them remains tight
(Lau, 2009).

NGOs Functions

NGOs in China are not allowed to engage in overtly political activities, for fear that labour
rights movements will threaten social harmony and stir up unrest among workers. NGOs must
thus find acceptable methods when trying to influence policy and their actions must take place
in a space determined by the state. They have no right to make demands on the state or hold
state officials accountable. This differs from their counterparts in advanced and developed
countries who can demand governmental resources, participate in policy making and monitor
state officials (Tang & Zhan, 2008; Beja, 2006; Froissart, 2006). Unlike those in the west, Chi-
nese NGOs are not a legally protected form of organisation (Salmenkari, 2009). In the main,
like the ACFTYU, they also only help minimise social conflict and orientate reforms in a way
which helps the state maintain its power (Froissart: 2006:213). Nevertheless, there are NGOs
which have gone further to champion the rights of migrant workers, for example, by putting
pressure on state authorities to set up programmes to benefit migrants, highlighting their plight
through the media and mobilising public participation to influence the formation of pro-mi-
grant public policies. They have also acted as legal representatives of migrant workers, advising
them of their rights, assisting them in preparing legal documents and taking their cases through
the legal system (Greenwood-Bentley, 2004; Wang, 2006: Froissart, 2006; Lu, 2007; He &
Huang, 2008, Salmenkari, 2009). Halegua (2008) describes the services provided by ‘Little
Bird’ (NGO) in Beijing in representing migrant workers in settling labour disputes with their
employers through persuasion and mediation but also through establishing links with lawyers.
More than 100 lawyers are currently registered with this NGO, which enhances its ability to
advise migrant workers and prepare their cases. Other migrant worker NGOs fulfill a further
apparently innocuous but potentially ‘dangerous’ role. The NGOs surveyed by He & Huang

(2008) provided cultural and recreational opportunities for migrant workers free of charge.
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Migrant workers, cut off from their villages and families live in a world in which recreation is
largely absent. Opportunities for them to associate together and enjoy themselves through
karaoke evenings and other social activities are greatly valued. This social role has historically
been one of the most important functions carried out by the ACFTU. But it has been suggested
that such activities can build associative links between workers that may be the basis for col-
lective action (Jarley, 2005). Last but not least, many NGOs provide counseling and medical
advice to migrant workers; some even conduct research into workers’ injuries, overtime, wages
and living conditions (Wang & Liu, 2009, 17-25, 34; Greenwood-Bentley, 2004 ). In all, the
evidence shows that NGOs provide migrant workers a wide range of services to alleviate their
difficulties, the most important of these services being to act in a representational capacity.

Yet NGOs are perceived with suspicion by the state. They are regarded as a threat to the
status quo, i.e. that the increasing influence of locally-based groups might create instability by
becoming covers for those engaging in hostile political activities (Edele, 2005:12-13). In addi-
tion, for a long time, it was also believed that there was little need for intermediaries between
the state and the masses, except those designated by the state, such as the ACFTU (Green-
wood-Bentley, 2004). Thus, the state tolerates NGOs’ existence but has a variety of measures
to control them. The first means of regulation is the formal registration procedure (Regulations
on the Registration and Management of Social Organisations and the Regulations on People-
Managed Not-for-Profit Institutions 1998)°. In order to obtain legal status, an NGO must be
registered with the Ministry of Civil Affairs. To be registered, however, an NGO must first
find a sponsor (usually a government authority carrying out work in a similar area). Very few
organisations are able to register as NGOs because they are unable to find a sponsor since to
do so, they need good connections with local officials. Additionally, the Regulations provide
that where there is already a social organisation active in the same or similar area of work in the
same vicinity, no new organisations can be established. Wang & Liu (2009) note that organisa-
tions which have not been able to register as NGOs often resort to registration as corporations
— although by doing so, they attract higher tax liabilities and lower charitable donations. They
also posit that unregistered NGOs are ten times as numerous as registered. Further, NGOs are
not allowed to operate outside the region in which they are registered. Given these difhiculties,
very many NGOs either avoid registration and operate illegally or register themselves as com-
mercial enterprises or subsidiary organisations associated with universities (Edele, 2005: 15
-16). The second means of regulation is through control of resources. NGOs are not entitled
to public funding and therefore have to rely on international donor (e.g. Ford Foundation, the
Danish Institute for Human Rights) for funding. Indeed, unless NGOs are associated with the
party state, they receive extremely limited donations from philanthropic individuals or organi-
sations. Many NGOs thus cannot afford to employ full time employees and have to rely on
either a small number of part time staff or volunteers (Edele, 2005: 24 - 25; Wang & Liu, 2009:
26 — 31, Lu; 2009). As a result, they are often small, lack influence and ineffectual (Salmenkari,
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2009: 406). Unsurprisingly, NGOs have expressed concern over the narrow field in which they
are permitted to work, are critical of their relationship with the state and express frustration
that operating within ambiguous political paramaters has hindered their development in their
fields and limited the discourse to those which are officially tolerated by the state (Beja, 2006;
Salmenkari, 2009: 408).

Conclusion

The Chinese state has in recent years, attempted to increase the protection given to mi-
grant workers through the enactment of new laws, increasing and extending union activity and
permitting NGOs to attend to migrant worker needs. These have been undertaken in response
to the extraordinary scale of social tension and mass discontent exhibited by migrant work-
ers, who have, in the last several years, been socially excluded and exploited. The potential of
recent legislation to enhance the rights of migrant workers is however, limited because of weak
enforcement structures. The tendency on the part of unions to adopt solutions that emphasise
‘social harmony” continues to pervade their organisational culture and daily practice, suggest-
ing strict boundaries to likely future results. NGOs, which have emerged in great numbers in
recent years, may have several organisational advantages compared to official unions. Those
which originated from migrant workers enjoy spatial, social and experiential proximity to their
constituency. Many NGOs have also shown considerable organisational flexibility and adapta-
bility, proving persistent and innovative in defending migrant workers’ interests despite signifi-
cant difficulties. Further, their activity is extensive since it includes legal assistance, recreation
and even to some extent, political action. Yet even their potential to transform themselves into
genuine representational bodies for migrant workers is extremely limited in view of the signifi-
cant confines under which they operate. Their autonomy is not institutionalised. They also face
severe (political) restrictions in their attempts to promote alternative values. Finally, their lack
of manpower and resources greatly limit their effectiveness.

The paradox is that despite the willingness on the part of the state to introduce new
mechanisms for migrant worker protection, these have been established and allowed to oper-
ate within the strict parameters of its political ideology. Consequently, migrant workers con-
tinue to be unprotected and continue to suffer from acute hardship because these mechanisms
do not enable them to defend themselves. Despite making efforts to improve their social and
economic positions, that outcome has remained elusive for many millions of migrant workers.
The reality is unless major and radical policy changes to integrate them into the mainstream
working class are introduced (the most effective of these is by giving them rights of organisa-
tion and representation), social tensions will continue to intensify, which may in the last resort,

threaten economic growth.
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3. SOCIAL EXCLUSION IN CHINESE CITIES
IN THE 21" CENTURY

Anne Daguerre and Elena Vacchelli

Abstract

Although income inequalities in Chinese cities are at a fairly low level compared to other
developing countries, urban social exclusion has increased in the context of globalisation
and accelerated economic growth. Two main factors have contributed to the accentuation of
social exclusion in modern urban China. First, globalisation and increased Foreign Direct
Investment have resulted in restructuring and deindustrialisation. The development of capi-
tal intensive and high tech industries has not been able to compensate for job loss in labour
intensive manufacturing, thus creating massive unemployment. Second, welfare retrenchment
has accentuated the plight of a new urban underclass.

Key words: Social exclusion, new urban poverty, China.

Introduction

Since the late 1970s there has been a gradual opening up of China to the global economy.
The country has undergone a profound transformation, with a transition from a planned
economy to a privatised, market economy, referred to in official parlance as ‘a socialist market
economy with Chinese characteristics’ The Chinese economy has been subjected to a pro-
cess of double transformation, both in terms of endorsement of market rules and in terms of
improving industry’s competitive base. Increased trade openness and reinvestment in capital
intensive industries away from traditional labour intensive industries has marked the begin-
ning of an extremely rapid process of economic, social and ideological transition in the space of
twenty years (1978-1998). The gradual abandonment of declining industries (mining, quar-
rying, manufacturing and construction) in the state sector - referred to as ‘sunset industries’ -
has opened up a space for massive investment in the private sector in order to attract Foreign
Direct Investment (FDI) and to favour export-oriented growth. This radical reorientation of
economic strategy has led to some acceptance of income inequality. Indeed, income stratifica-
tion has become acceptable in the early 1990s, as Deng Xiaoping proposed ‘to let a few people
become rich first’ (Wu and Huang 2007: 174).

The process of economic and social change has been accelerated in the 1990s, with China’s
accession to the World Trade Organisation (WTO) in 2001 and financial services liberalisa-
tion. Accelerated market reform has accompanied unprecedented economic growth but also seen the
emergence of a new phenomenon, urban poverty. Poverty was previously regarded as mainly a rural
phenomenon, but in the 1990s urban poverty emerged as a problem that potentially affected a sub-
stantial percentage of the urban population (Yan, 2008).

As in Western Europe and the United States, massive lay offs have been the price to pay
for the restructuring and downsizing of traditional industries, especially in the state sector.
This rapid decline has coincided with welfare retrenchment. Social services such as health
care, housing and education, previously subsidised by the state and attached to the workplace,

the famous iron rice bowl, have become privatised. The emergence of mass unemployment
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has contributed to a new urban poverty, a phenomenon traditionally associated with welfare
retrenchment and the transition to a post-Fordist economy in Western societies. The Chinese
authorities have been initially in denial of the phenomenon of urban poverty traditionally as-
sociated with Western capitalism. However, the scale of the issue required a political response
in the mid to late 1990s, especially as social unrest began to develop and assumed alarming
proportions, even after the massacre of Tiananmen in 1989.

The authorities have been looking for relatively quick fixes and have also been unwilling
to loosen extremely tight administrative controls. Perhaps more importantly, social policy has
been subordinated to the pursuit of economic competitiveness. As a result, there has been no
overall antipoverty and social exclusion strategy in China. Instead, the new social protection
system has developed in an extremely fragmented and uneven manner, alongside the vestiges
of the work-based rice iron bowl system, which continues to protect insiders. The meagre
safety net is unable to cater to the needs of the growing urban poor due to the conjunction of
economic, financial and increasingly demographic pressures. The paper reviews these economic
and social developments and then looks at social exclusion in an urban context, focusing on the city of

Shanghai.

The Impact of Globalisation on the Chinese Labour Market

Since the early 1980s Chinese policymakers have portrayed FDI and globalisation as a
major instrument for achieving economic growth. To this end, the state has invested domestic
resources in high tech industries in the private sector, and away from traditional state industries
characterised by low productivity (the sunset industries). Labour market reform and privatisa-
tion have catered to global demand trends. Indeed, globalisation has been used as driving force
for the imposition of domestic reform: this is a truly dialectical process, to the extent that glo-
balisation and marketisation are intrinsically related. Accession to the World Trade Organisa-
tion in 2001 has completed this process of external and domestic liberalization. The transition
to a market economy and increased trade openness go hand in hand. The country has fully ex-
ploited its advantages of low labour costs to attract foreign investment and technology to push
economic development. State intervention has centred on the reorientation of the economy
towards a model of export-oriented growth, especially with the opening up of special economic
zones in the coastal provinces in the early 1980s. Both the private sector and FDI have flour-
ished in those areas (Brooks and Tao 2003: 7). Shanghai special economic zone - the Shanghai
Pudong New Zone - was founded a little later, in 1992.

A crucial example of the use of globalisation to impose domestic reforms is the downsizing
of state-owned enterprises (SOEs) in the 1980s and in the 1990s. SOEs were focused in heavy
industries characterised by hidden unemployment. Prior to the 1990s, SOEs provided lifetime
employment within a mini welfare state, which was known as the iron rice bowl. The provision

of social services was attached to the work unit. This changed in the 1990s, when managers
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were required to reduce their surplus labour, and when more than 25 million workers were
made redundant between 1996 and 1999 (Knight and Yueh 2004: 638).

In fact, between 1996 and 2001, the number of urban and township workers fell from 149
million to 108 million, a net reduction of 28%. This includes a drop of 52.5 million workers in
state-owned enterprises and an increase of 12 million workers in the formal private sector. Em-
ployment in the informal private and self-employed sectors grew by 13.3 million, or a 57% in-
crease (Zeng 2005: S). The downsizing of SOEs played an important role in the reorientation
of economic growth, away from traditional heavy industries to high tech and communication,
and away from the public sector to the private and informal sectors.

As a result, most of the foreign investment and export production continue to occur in
the export processing zones that are located in the costal area of Eastern China, leading to a
dramatic increase in regional and personal income disparities, with the rural hinterland falling
behind. Both domestic and foreign capital have been concentrated in the coastal areas, which
have benefited most from globalisation (Zhang, Xiaobo and Zhang, Kevin H. 2003: 63). It
is estimated that the emerging high tech sector employs 20 million workers in foreign-owned
firms and additional million in Chinese firms that are suppliers of the modern-export oriented
sector. The adoption of capital-intensive industrial development, especially in high tech and
the service economy has created a small number of well paid jobs for the most-skilled workers
(United Nations Human Settlement Programme 2008).

But globalisation and privatisation have also created losers. Shanghai is a case in point:
in this city a shift away from traditional industries such as textiles and general manufacturing
has created massive job losses which have not been compensated by job creation in the de-
nominated six pillar industries, iron and steel, automobile electronic and telecommunications,
household appliances, power stations and petrochemicals and the high-end chemical process-
ing industry. Of the six pillar industries, growth has been concentrated in electronic telecom-
munications and power station equipment. Deindustrialisation has not been compensated for
by growth in the pillar industries (Zhang 2003: 1562-1564).

In China, as high tech industries do not create enough jobs to absorb the surplus labour
force, a large proportion of laid off workers have become permanently unemployed. Indeed,
most jobs created in the private sector are highly skilled, and dislocated, low-skilled workers
cannot compete for them; in China as in developed countries globalisation has accentuated
labour market selectivity. Moreover, there is an ongoing a mismatch between the low-skill,
undereducated workforce that a range of Maoist policies fostered and the model of competi-
tive economic growth developed by the regime, leading to an increase in structural unemploy-
ment. For the first time in contemporary China’s history, working age people willing to work
are not able to find jobs (Solinger 2005: 3- 4).

An increasing number of rural migrant workers come to urban areas to work in the infor-

mal sector, mainly in cleaning, maintenance and repair, construction and restaurants, compet-
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ing with the new urban poor for informal work. Public sector downsizing has been accompa-
nied by a quasi privatisation of employer-provided social services such as health and education.
As a result, lack of employment has serious consequences as it means exclusion from social

services such as health, education, pensions and social security.

Welfare Retrenchment and the Emergence of a New Urban Underclass

The emergence of a new urban underclass in the late 1990s has been commented by vari-
ous authors (Li and Piachaud 2004, Chen, Gu and Wu 2006, Wu and Huang 2007). Wu and
Hang estimate that urban poverty affects between 15 and 31 million (2007: 172). This esti-
mate includes only the urban population with hukou status. Rural migrants who have not been
registered as urban residents are not included in these estimates. The hukou term refers to the
system of residency permits. The household registration record officially identifies a person as
aresident of an area and includes identifying information such the name of the person, date of
birth, the names of parents, and name of spouse, if married.

The ‘new urban poverty’ refers to socially and spatially excluded individuals who lack
social welfare coverage, do not benefit from reciprocal and informal social capital and are
negatively affected by the spatial re-organization of the city. The new urban poor work in manu-
facturing industries or low-ranking service sectors; together with the rural migrant and the
traditional urban poor, they are now situated in the lowest stratum of income distribution. It
is worth noting, however, that while rural poverty in China is decreasing the number of urban
poor is rising. Moreover, a study on low-income neighbourhoods in six major Chinese cities
(He, Wu, Webster and Liu 2010: 345) reveals a poverty incidence of 22.4% in these selected
neighbourhoods, which is much higher than suggested by official figures. As in the West, social
concentration of poverty has become an issue for the Chinese authorities, who have been reluc-
tant to fully acknowledge the scale of the problem. Another message from the research is that
the urban poor tend to have a higher sense of deprivation than rural migrants (He, Wu, Webster
and Liu 2010: 346). The reasons for this higher sense of deprivation lies in the fact that the new
urban poor no longer have close ties with state institutions, notably state enterprises, despite
their remaining connections with their former employers. This feeling of social abandonment
and isolation enhances their sense of alienation, which in many ways echoes similar feelings ex-
pressed by discouraged or laid off workers in Western societies. By contrast, rural workers make
positive comparisons with their former situation and are more likely to feel positive about their
future.

The new urban poverty is distinct from the traditional urban poor known as the ‘three
Nos’ (people with no stable income, no working capacity and no family support). The three
Nos were supported by the Ministry of Civil Affairs (Chen et al.2006, Wu and Hang 2007).
State support of last resort is still provided to the most needy urban residents, but only 5% of

the urban poor qualify owing to severe eligibility criteria (Chen et al.2006: 8).
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As the state stopped subsidising the iron rice bowl which traditionally offered a model of
welfare from cradle to the grave, traditional social assistance has plainly been unable to cater to
the needs of the growing urban poor which fall between the cracks of a fragmented safety net.
The iron rice bowl has been gradually replaced by a private social insurance model, surprisingly
similar to the work-based US health care scheme. In the 1990s social provision gradually be-
came privatised whilst at the same time companies required growing contributions and insur-
ance premiums from their own workers. As a result an increasing number of disenfranchised,
low-skilled workers could afford neither private social services nor could they be entitled to the
traditional social assistance of last resort.

It was in order to close these loopholes that in the mid-1990s the Chinese cities established
a three-tier safety network based upon three programmes - the Labor Security Programme to
meet the living expenses of laid-off workers, the Unemployment Insurance Programme and the
Minimum Standard of Living Programme for urban residents. These programmes are essen-
tially compensatory and set benefit rates at an extremely low level, which is the reason why they
do not reverse the move towards welfare retrenchment. A social security system known as the
Minimum Living Standard Support (MLSS) was first used experimentally in Shanghai in 1993
and extended to the vast majority of urban areas by the end of 1998.

The aim of the MLSS is to guarantee the urban poor’s basic living standards; cities typi-
cally operate different standards, and as a result approximately 10 million people who would
be entitled to assistance do not receive it. Moreover, the standard of assistance is extremely low
and does not cover medical care, middle or higher education, and increased rent. The level of
assistance has been maintained at an extremely low level for ideological and financial reasons.
It was feared that relatively generous allowances would encourage welfare dependency incom-
patible with self-reliance and economic competitiveness. Interestingly, the Chinese authorities
presented the Western welfare state as a counter model which encouraged idleness and welfare
dependency. But the most important reason for keeping benefit levels at a bare minimum was
financial: local authorities simply could not afford to pay higher benefit levels due to the mas-
sive accumulation of urban poverty (Wu and Huang 2007: 171-178). All in all, this three-tier
safety network covers 120 million people. It is co-funded by enterprises, local governments and
individuals, but the system becomes vulnerable when the enterprise or the local government is
unable to contribute to the system, which happens quite often as workplaces are subsiding pen-
sion schemes quite heavily.

Urban poverty is not the only pressure on the Chinese welfare state. A rapidly ageing
workforce represents a key challenge as demographic pressures and pensions contribute to
eroding the capacity of the nascent social insurance system. This means that there is less money
to spare for the casualties of globalisation and deindustrialisation. Although the phenomenon
of urban poverty — and indeed unemployment- remains systematically underestimated by Chi-

nese authorities, it is clear that a large fraction of the urban poor routinely experiment massive
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destitution and intergenerational poverty, as Wu and Huang (2007) have explained. Indeed,
the new urban poor are typically poorly educated and possess low skills; as a result, they cannot
access the mainstream labour market. Lack of financial resources prevents them from investing
in education, the only way to build human capital for their children. As a result entire families
are maintained on the edge of poverty, barely able to survive but unable to lift themselves and
the future generations out of poverty. Moreover, life events such as illness can precipitate these
households into extreme hardship (Wu and Huang 2007:178-179).

Marketisation and Social Exclusion in Shanghai

This section focuses on Shanghai, its specific experience of globalization and the latter’s
impact on the urban poor’s already vulnerable position. We also underline the emergence of
a new type of urban poor, qualitatively different from the traditional urban poor and rural mi-
grant. They are called ‘new ‘ because the phenomenon of structural unemployment and labour
market selectivity as a result of economic restructuring is new in contemporary China. The new
urban poor live in extremely difficult circumstances as a result of economic restructuring, wel-
fare retrenchment and recent urban developments in Shanghai (Chen, Gu, Wu 2006). As such,
they are subjected to new patterns of social exclusion.

Shanghai is a traditional industrial centre, with a heavy concentration of old State-owned
Enterprises (SOEs). Starting in 1978 Shanghai gradually opened up its economy. As in the rest
of the country, in Shanghai globalization, market reform and increased trade openness was
pursued by shifting public investment away from state owned enterprises towards the private
sector, with a concentration on capital intensive and high tech industries. In the 1980s, the
Chinese government promoted special economic zones along the coastal provinces. In the
1980s, Shanghai carried out a radical re-orientation of economic growth away from traditional
heavy industry towards high tech and communication. Moreover, the Chinese central govern-
ment implemented microeconomic strategies aiming at downsizing State Owned Enterprises
(SOEs).

Two milestone plans for Shanghai’s redevelopment affirmed its central role in the Chinese
economy. These were the 1984 ‘Comprehensive plan for Shanghai’ and the 14" Communist
Party Congress in the early 1990s. The former proposed a relocation of traditional industries
from downtown areas to the suburbs in order to make space for tertiary business and desig-
nated the Purdong area as the new potential extension of the CBD. Key to the ‘Comprehensive
Plan for Shanghai* substantially an urban redevelopment plan with economic implication- was
a focus on services and capital intensive growth and improvement of the urban structure devel-
opment through enhancement of housing conditions. This was seen as a way to attract FDI and
increase exports. Although the plan was not immediately implemented due to a lack of financial
resources, it laid the basis for a vision for the imminent development of the city. The second

plan was the outcome of the Chinese Communist Party Congress during which it was decided
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to adopt SMEs and further increase Shanghai’s central role in the Chinese economy. This was
achieved by mixing macroeconomic targets with traditional central planning tools, by setting
up target numbers for Foreign Financial Investments (FFIs) in the area as well as a target for
the number of industrial organizations of transnational corporations (TNCs) that the city was
supposed to attract (Zhang 2003). The tertiary sector’s share in the local economy increased
tremendously, from 50% in 2000 to approximately 65% in 2010. A massive infrastructure de-
velopment plan which included Purdong International Airport was also implemented.

Despite these ambitious plans, economic restructuring in Shanghai was not really a suc-
cess story, for three main reasons. First, the development of the domestic private sector was
not achieved; moreover, the reallocation of resources in the tertiary sector was characterised by
inefficiency. Second, failure to implement structural reform led to slow productivity growth in
the tertiary sector. As a result, the overall structure of the tertiary sector in terms of output and
employment experienced only limited changes, the only exception being the real estate busi-
ness and social services. Third, social services growth was characterised by low productivity,
notably in the financial sector, which did not compensate for job losses in the private sector.

Due to the shift from the secondary to the tertiary sector between 1990 and 2000 Shang-
hai’s secondary sector lost more than one and a half a million jobs and unemployment in-
creased from 1,5% in 1990 to 3,1 % in 1999, and from 3.1% in 1999 to 4.5% in 2010 according
to the latest available statistics. Although Shanghai has a low poverty rate compared to other
provinces in China, increasing consumer prices and the growth of unemployment have hit
those on low income especially hard. There is a widening income gap between rich and poor,
with the lowest income group having an income growth almost 6.7 times slower than the high-
est income earners in 2003, an increase from 2.72 times in 1985 (Fei 2008). The new urban
underclass is the victim of economic restructuring, the state’s retreat from workplace-based
welfare provision and the re-organization of urban space around the Purdong area.

Shanghai is a interesting case for understanding the emergence of urban poverty in China
as the city was traditionally characterised by a heavy concentration of state-owned enterprises.
Before the transition to a market economy, urban workers in the SOEs enjoyed welfare services
from cradle to grave including housing, health care, pensions, child care and education. Almost
all state employees benefited from the Iron Rice Bowl policy and until the late 1980s urban
poverty was almost non existent. This changed radically in the 1990s, when the number of
SOEs was radically cut down as a result of downsizing and restructuring. In 2003 the state sec-
tor in Shanghai contributed only about 14.6% of Chinese Gross Industrial Output Value, down
from 76.6% in 1980. A large number of state workers were laid off, and in 2005, there were 0.21
million people working in state enterprises, 89.9% less than in 1992. This was accompanied by
welfare retrenchment at the provincial level, with housing subsidies reduced to a very low level
and health coverage reduced from 100 % coverage for state employees to a coverage range as

low as 20% for state sector employees and zero for other urban workers (Fei 2008).
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To maintain social cohesion, the city of Shanghai has taken the lead in introducing three
basic guarantees since the 1990s: a Minimum Living Standard Scheme (MLSS) for urban resi-
dents, a Basic Minimum wage for workers and Basic Unemployment Compensation for laid-off
employees, along with a guarantee of salaries being raised gradually in accordance with living
standards. In particular, the MLSS plays a critical role in poverty alleviation, as the government
has raised the basic level of the MLSS in line with rising living standards. The government de-
fines the basic needs of a urban resident in terms of the cost of food, clothing, housing, medi-
cine and education. In 1993 the poverty line was established at 120 yuan (15$) per capita per
month and adjusted every year in response to the changing inflation rate. In 2006, the poverty
line rose to 320 yuan (41$), but this means that strict eligibility standards do not enable house-
holds near or above that poverty line to be covered (Fei 2008).

The legacy of socialist urbanism is an important factor in understanding the spatial dis-
tribution of poverty. While the traditional poor are distributed randomly in the city, the new
urban poor, especially laid-off workers, the unemployed and the low paid, tend to be highly
concentrated in industrial areas, work units and commercial areas. The spatial distribution is
characterized by city-wide dispersal with pockets of poverty concentrated at the community
level. The Purdong New Area redevelopment project has had a negative impact on the urban
poor who suffer from low income levels, have weak social ties and limited residential choice.
This has created an increasing displacement in terms of transport and access to jobs for the

Shanghai population affected by new forms of urban poverty.

Conclusion

Social exclusion in urban China presents six major characteristics. First, social exclusion is
constituted of three distinctive components: the traditional urban poor, rural workers and the
new urban underclass mainly composed of laid-off or discouraged workers. Second, whilst rural
poverty is decreasing the new urban poverty continues to rise. Indeed, as in the Western world,
new urban poverty in China is mainly the outcome of global economic restructuring and
changes in welfare provision, which represents an ongoing process. The emergence of a new ur-
ban ‘underclass’ is largely explained by the fact that a large number of uneducated and unskilled
workers are being cut off from the labour market. There is also fierce competition between
laid off workers and rural migrants, which drives down wages. Third, the disappearance of the
iron bowl - the Chinese equivalent of welfare retrenchment - has led to a privatisation of social
service provision, mainly housing, education and health care, which means that urban workers
are increasingly reliant on market mechanisms to maintain or upgrade their living standards. In
this new political economy, low skilled workers or those with obsolete skills - mainly ex state
enterprise employees — are, together with rural migrants, at a structural disadvantage at the low
end of the labour market. Fourth, a new pattern of generational poverty has started to appear

amongst the new urban poor who are unable to ensure that their children have access to good
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quality health care and education. Since education and good health are crucial for maintaining
the competitiveness of the labour force in the post-Fordist economy, young people in deprived
areas have poor life chances and are more likely to experience spells of poverty in their adult
life. This phenomenon can also help explain the emerging pattern of rising income disparity
and social inequality. Fifth, there are striking similarities between urban poverty in China and
familiar patterns of social deprivation in more mature societies in the Western world, with
exclusion both from the existing safety net and from regular employment being the two chief
causes of poverty. Sixth, the Chinese authorities have not been able to respond adequately to
the new challenge of mass unemployment. Many people continue fall into poverty in urban
areas despite the introduction of the Minimum Living Standard. In sum, the rise in unemploy-
ment owing to the disappearance of traditional industries is the major factor behind the emer-
gence of urban poverty in China, which has been underestimated by public authorities. Social
exclusion represents a major challenge in 21" century China and requires the establishment of
new social protection mechanisms that focus on improving life chances — for instance through

a major investment in early education - as well as traditional redistributive measures.
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4. The Macao Formula:*
The Key to Four Hundred Years of Successful Interactions
Between China and The West

Prof. Fok Kai Cheong (K.C. Fok)

Abstract

The Portuguese were the first batch of Europeans arriving at China by sea at the
beginning of the sixteenth century with the purpose of securing formal trading relations
with Ming China. However they could not be fitted into the only trading system permitted
for foreign states known as the tributary trade system. For decades after their arrival
the Portuguese had to participate in illicit trade along the Fukien and Chekiang coastal
areas intensifying the "Wo-k'ou” Problem and the "Portuguese Problem” for the Ming. In
the absence of a firm central government policy, the Kuang-tung officials were left to device
a policy, by the end of the Ming dynasty, to compromise two seemingly incompatible but
dominant factors in Ming diplomacy: a pragmatic pro-trade attitude and the practical
considerations of defense for national security. This Ming policy well deserves its title of
the Macao Formula because it emanated from the operations in Macao. It was a policy of
pragmatism and tolerance to accommodate the needs of historical circumstances to make

economic gains compatible with national security.

Introduction

Even to those who may know about it, Macao is perhaps best known for its thriving casino
business or for its pre-1999 turf wars among different triad groups. The Macao Special Admin-
istrative Region has contributed to modernizing China, and has also modernized itself rapidly.
Today tiny Macau can boast a state-of-the-art telecommunications system, an advanced tertiary
education system, an upgraded off-shore banking system, a growing high-tech manufacturing
industry, a new container port, three modern bridges and a modern international airport. Still
measuring only 24 square kilometers including the two adjacent islands of Taipa and Coloane
together with several kilometers of reclaimed land, this tiny enclave’s per capita GDP now ranks
first in Asia. This is because since the liberalisation of the gaming monopoly in 2002, Macau
has become the world’s biggest casino market and its GDP figures have almost tripled over the
past decade.

Very few would contemplate that Portuguese Macau once played a very important role
both in modern Chinese history but also in world history, or that Macau’s unique culture and
history contain important lessons. Yet Macau holds the key to over four hundred years of suc-
cessful interactions between China and the West. How did such a unique experience come
about? To answer this would necessarily bring the historian back to the beginning of the six-

teenth century when China and the West made their first encounters in Macao.

The First Sino-western Encounter

The Portuguese were the first Europeans to arrive in China by sea. after conquering such
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important commercial centers as Goa (1510), Malacca (1511), and Hormuz (1515). The first
Portuguese person to arrive at the China coast was probably Jorge Alvares, recorded as arriving
in 1513. Three years later, the Portuguese, under Captain Fernao Peres de Andrade, sailed up to
Canton. In 1520, their envoy, Tomé Pires, arrived in Peking. The purpose of both visits was to
secure formal trading relations with China from the Emperor.'

Traditionally, China’s contact with the outside world had been with neighboring states
through the tributary system under which the foreign states sent tributes or gifts to the Chinese
Emperor as his vassals. In return, the Emperor often gave gifts of greater value to the members
of the mission presenting the tribute. More important, the tributary state was allowed to carry
on profitable trade with the Chinese. But the Portuguese, as foreigners, did not quite fit into
this framework. First, they came from a country not recorded as a tributary state. Second, un-
like the Ming’s vassal states, the Portuguese were interested in trade rather than paying tribute
to the Ming Emperor. But the Portuguese met with even greater difficulties in fitting into Chi-
na’s trading system. Ming China’s initial impressions of the Portuguese were, to say the least,
unsavoury. Referred to in Chinese as the “Fo-lang-chi”, not only were their physical appearances
depicted as strange and grotesque, they were also mistakenly identified as a special variety of
goblin, bearing only a superficial resemblance to normal human beings and coming from canni-
balistic ancestry.” From this perhaps the bizarre and inexplicable allegation that the Portuguese
were lovers of, children’s flesh for food was derived.” Accounts of Portuguese eating Chinese
flesh were recorded in otherwise sober and serious contemporary Ming scholarly works.*

These conditions did not totally disqualify them. What ruled the Portuguese out was the
fact that the Ming court soon learned about their conquest of Malacca, a loyal vassal state. The
fugitive Malaccan king’s envoy had arrived in Peking to report the Portuguese misdeeds in Ma-
lacca.” At almost the same time, word of the misdeeds in the Canton areas of the Portuguese
under Simao de Andrade also reached the throne. Simao de Andrade was the brother of Fernao
Peres and had come to take command of the Portuguese in 1518 on the departure of his broth-
er. Simao was an arrogant, unruly, and covetous character. The alleged deeds of atrocity, schem-
ing, and conquest of the Portuguese were thus confirmed by their wicked actions.’

To the Ming, only their faithful vassals should be allowed to take part in the “tributary
trade” system. Trade was considered a means to appease the vassal states that had been accord-
ed a place in the Ming world order. Any state threatening to upset the harmony had to be ex-
cluded from the trading community. The only way, therefore, for the Portuguese to gain access
to China’s trade was to prove their peaceful intentions by returning Malacca to its former ruler.
Naturally, the Portuguese had no intention of doing that. To make matters worse, the actions
and activities of those Portuguese who were present in China during the first four decades after
their arrival did not help to dispel early Ming impressions of them. The earliest images of the
Portuguese as kidnappers and slave traders of women went hand-in-hand with accounts of

their seizing children for food. Indeed, the stories of Portuguese kidnapping activities were sub-
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stantially documented in reliable sources.” The “Fa-lang-chi” were also noted for their “barbarian
unmanageability” and defiance of both Chinese laws and bureaucratic regulations.”

Their display of military strength was seen as a threat to China. The impressions given to
the Ming government by the Malaccan envoy of the Portuguese being conquerors and warriors
were soon substantially proven by two military confrontations between the Portuguese and
the Ming navy in 1521 and 1522.” To crown this, the misdeeds the Portuguese committed in
the Canton area, epitomized by Simao de Andrade also reached the Chinese throne.'” Charges
were brought against the “Fo-lang-chi” by highly placed Ming officials for having conquered
China’s loyal vassal state and having defied and violated Chinese law on Chinese territory. As a

result, the Portuguese were forbidden to come to Canton for trade."

Problems of Accommodation

Almost simultaneously, wider political developments in East Asia threatened to disrupt
the Ming system of diplomacy and trade. In Japan, central government was unable to maintain
control over the whole country, and powerful military families vied for the right to send tribute
missions to China. The feud between two powerful Japanese families resulted in their tribute
envoys committing acts of violence along the Fukien coast in 1523."” Ming China therefore sus-
pended the tribute trade with Japan.

The imperial ban did not stop both Portuguese and Japanese from coming to China for
trade. They turned to illicit ways and Chinese who lived in the coastal provinces, eager to reap
the huge profits which should have gone to the state coffers, willingly served as their accom-
plices. In the absence of government supervision and regulation, illicit trade became a private
affair between the Chinese collaborators and the Japanese. Eruptions of violence between the
two groups led to the Japanese marauding along the coastal areas, reviving and worsening the
“Wo-k'ou” or “Japanese Pirates” problem. The raids intensified in the 1550s and spread from
modem Chekiang northward to the coastal region of Kiangsu and southward to the coastal area
of Fukien province.

The Portuguese, banned from entering Canton waters, began to sail up along the Chekiang
and Fukien coasts, where they were able to join the Japanese and their Chinese collaborators
in clandestine activities. Thus the Portuguese problem joined the Wo-k'ou problem. However,
the Portuguese were forced to retreat to the Kuang-tung area toward the end of the 1540s fol-
lowing the provincial government’s determined efforts to eradicate the smuggling activities
rampant along the coasts of Chekiang and Fukien. Upon their return to Cantonese waters at
the beginning of the 1550s, the Portuguese found that the Chinese officials there greeted them
with a much more tolerant attitude than before.

Kuang-tung province had been impoverished by the enforcement of restrictive regulations
on maritime trade. Trading with the Portuguese once again would help to remedy the stringent

financial situation although regularizing the trade and its venue remained an issue.
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Accounts in both Chinese and Western sources describe how in the early 1550s, the Por-
tuguese were able to trade on the basis of temporary fairs held on off-shore islands south of
Canton, on Shang-chuan (St. John’s Island) and Lang-pai-kao."

A verified and reliable account tells us that around 1554-55 Captain Leonel de Sousa
concluded a verbal agreement with Kwangtung officials to trade in Canton. Terms included
the payment of customs dues, “gifts” to the officials and observance of Chinese mgulations.14
But the Portuguese were allowed to trade inside the city of Canton for only a brief period.
Thereafter they could only continue on the off-shore islands. The Portuguese were naturally
not satisfied with the opportunities available in these islands. However, to allow the Portuguese
to come into the city of Canton posed a serious security risk for the officials, especially when
the Portuguese were found to have close relations with the Japanese. The Kwangtung officials
had learned from years of contact with foreigners: if the Portuguese were separated from prob-
lematic sections of the Chinese population and from the Japanese pirates, they constituted no
threat to China’s national security. Moreover, if foreigners were confined to an area where there
were ample means to control them, trade could be carried out there. The area would preferably
be on the mainland and close enough to Canton to satisfy the needs of the Portuguese.”” The
place chosen was Hao-ching-ao (Macao), open to the seas on three sides and therefore within
the reach of foreign ships. It was connected to the Hisang-shan district by a land route with
easy access to Canton.

Exact details of how the Portuguese managed to establish their settlement in Macau are
lacking, but enough Chinese and Western sources exist to give a reasonably clear picture of
why and how it happened. According to Chinese sources, in 1553 under the pretext that their
ships were wrecked, the Portuguese requested of the Kuang-tung authorities permission to go
ashore at Macau to dry their water-soaked goods. Permission was granted them by Wang Po,
the Hai-tao fu-shih (Deputy Commissioner of Maritime Defence). This marked the beginning

of Portuguese settlement in Macao."

A Formula Emerges

From the 1530’ to the 1560’s the Ming emperors vacillated on the inseparably related
problems of smuggling, piracy and maritime trade with foreigners because of their scope and
factional strife at court. In the absence of a firm central government policy, local officials were
left to their own devices. Viceroy Chang Ming-kang in 1614 declared a consistent policy to
deal decisively with the Portuguese in Macao."”

Thus by the end of the Ming dynasty, a policy was gradually but finally shaped to accom-
modate two realities: that foreign maritime trade was profitable, and that practical consider-
ations for effective coastal defense were essential. In economic terms, policy was formulated in
response primarily to local needs and, secondarily, to imperial needs.'® After the alteration of

the early Ming policy of exempting tributary ships from paying customs duties, the income de-
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rived had become a main source of revenue for coastal provinces, particularly Kuang-tung and
Kuang-hsi. The livelihood of a large section of the coastal population was also dependent upon
participation in the maritime trade and in fact so much so that illicit, private trade had been
rampant since 1522-23."” Moreover, by allowing the Portuguese to trade in Macao rarities such
as lung-yen-hsiang (ambergris) could be brought to China from south-east Asia. These rarities
often formed cherished items within the imperial household. The urgent imperial need for
such rarities and the hazards often undergone before they could be obtained were illustrated in
various Ming official accounts and confirmed elsewhere.”” Secondly, Macao, a strategically im-
portant port and vital to the security of Canton city, could ward off pirates and local rebels and
act as a buffer state in the hands of the militarily formidable Portuguese. It had proved helpful
to alienate the Portuguese from China’s treacherous elements, which had contributed to the
subsidence of the Wo-k'ou. The Portuguese were most willing to lend the Kuang-tung authori-
ties a hand in the suppression of the smuggling-piratical activities there.

This Ming policy well deserves its title of the “Macao Formula” because it emanated from
arrangements there.”'

To summarise, the “Macao Formula” had stemmed from the special historical circumstanc-
es and events leading to the worsening of the Japanese problem and the rise of the Portuguese
problem. It was devised by pragmatic Kuang-tung officials to permit an exchange of real value
with foreigners who could not be fitted into the tributary system. However, under the formula,
even though the Portuguese presence in Macao was tolerated, relations with the Portuguese
did not gain direct imperial endorsement throughout the Ming dynasty. The Portuguese were
never recognized as a vassal of the Ming. No Portuguese envoy was ever received by the Son of
Heaven. In short, relations with the Portuguese were never highlighted by performance of the
proper ceremonial rites.”

During the debate on how to accommodate the Portuguese in Macao from the 1550s to
1615, the earliest Chinese observers of this “alien” community were very wary of the Portu-
guese and used such metaphors as “the hidden roots of future anxieties”, the “malignant disease
between the stomach and the heart” or “the ulcer of the south” time and again in the memori-
als of the Ming officials.”” Nevertheless, central government acquiesced in the evolution and
operation of the Macao Formula mainly because the excellence and agreeableness of a policy
which could avoid the use of force in favour of moral suasion was well-received and supported
by Confucian scholar-officials, as discussed elsewhere.”**

The first argument was to show the emperor’s magnanimous attitude, “that it is the respon-
sibility of the Son of Heaven to guard against the foreign states in all directions but a great king
will not fail to think of the benefits of these people.””* Therefore “the foreigners (violating the
law) to trade in Macao should be distinguished from the activities of the rebels. The benevolent
will not abstain from pacifying his vassals from all directions. It is not the gesture of the righ-

teous to have collected customs dues from them (foreigners in Macao) and then, speculating on

4-4-| The Macao Formula:The Key to Four Hundred Years of Successful Interactions Between China and The West



their evil desire without sufficient grounds, called for wild discussions for preventive measures
against them. Without close examination to find out whether they are rebellious or submissive,
good or bad, before designating them all as thieves will only lead to indiscriminate destruction

227

of the good and the bad alike. This is what the wise would seek to avoid.”™" So the best way
to accommodate the Portuguese despite their unsavory image and wrongdoings would be to
culturally assimilate them so that there would be compliance without protest or rebellion. In
other words, the policy should “seek to transform and subdue them so as to win their loyalty”**
In more practical and precise terms, it involved establishing a bureaucracy in local government
to regulate them according to the Code of the Han [people]. By inducing them to follow the

way of the Hsia there would be acceptance of peace without protest or rebellion.”

Rationale and Assumptions of Formula

The Macau Formula was never clearly stated as a formula in any Ming text, official or
private. However, the rationale and assumptions that helped bring it about were clear. It per-
mitted trade with Westerners in Chinese territory, but Westerners were to have trade and no
more. To ensure this, contact between Chinese and foreigners would be confined to an area
such as Macau. At the point of contact, there should be sufficient bureaucratic means to su-
pervise Western traders and to control treacherous elements from the interior. The dominant
rationale and assumption behind the formula was the government’s conviction that the most
negative development would be the formation of an anti-dynastic fraternity between foreign-
ers and treacherous Chinese natives.

Whether the formula worked or not largely depended on Portuguese compliance. The
safeguards against them were built around a large contingent of Chinese forces stationed in
the Casa Branca Fortress, strategically located to defend Macau and its vicinity. A Barrier Gate
at the north end of the peninsula was also built to exclude the Portuguese from the interior.
There was very little control over the foreign population inside Macao.™

Consequently, the Portuguese were, from the very beginning, given the opportunity to
develop a self-governing community. The governing body, the Senado da Camara (the Macao
Senate) was formed in 1582. It remained more influential in the government of the Macau
settlement than the governor who was appointed in 1623. From the 1560s to the 1640s, the
highly profitable trade with Japan brought considerable wealth to the Macau settlement. It en-
abled it to develop rapidly into a formidable community with a municipal government and its
own military, social, and religious institutions. The earliest phase of this development, made
possible with the connivance of the Kuang-tung officials, had escaped the notice of higher
authorities on both sides. It was some years before the viceroy of Goa realized the extent to
which Macau had developed. It was still longer before the Chinese emperor came to know
about this permanent foreign settlement in that remote corner of his Middle Kingdom.'

The Portuguese remained quiescent throughout the rest of the Ming period. Their com-
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pliance and simulated obedience, prompted by the desire to secure supplies of silk from Can-
ton for their Japan trade, gradually reassured the Ming bureaucracy’s fears. The Portuguese also
helped to secure their footing in Macao by not only living up to the obligations they undertook
but also by offering extra services. One was military aid to the Kuang-tung authorities to sup-
press the mutinous soldiers in 1564. As the Kuang-tung authorities gained greater confidence
in the Portuguese, they were also encouraged by the acquiescence of Peking. By the end of the
sixteenth century the Ming Court knew of such relations with the Portuguese since various
memorials had been sent by censors to the court about the state of affairs in Macao. The Macao
Formula was, nevertheless, passively tolerated. Dynastic unconcern with a sea frontier region
may have been one reason. The fact that the trade could satisfy imperial needs for rarities and
keep the Portuguese in check was another. But most important of all, the formula offered a
compromise to the two seemingly incompatible but dominant factors in Ming diplomacy: a
pragmatic pro-trade attitude and practical considerations of defence. The formula thus recon-
ciled two extreme opinions that often separated the staunchly doctrinaire central officials and
their more practically-minded provincial counterparts. More important, by the time the Ma-

cao settlement was understood by central government it had proved to be workable.*

The Formula at Working Ching

After the Ming dynasty fell, the formula was continued for practical political reasons by
the Ch'ing. Because of the staunch resistance of the Ming Loyalists under the banner of Cheng
Cheng-gung from Formosa and overseas, there was a great political need to maintain a strong
maritime defence. It was even more important to prevent collusion between foreigners and
China’s internal as well as external rebels. Lacking their own naval forces and experience in
dealing with seaborne foreigners, and faced with military and economic exhaustion after the
wars of conquest, the Manchu authorities felt it necessary to appease the Portuguese. It ap-
peared the more necessary as the Manchu position in Guang-tung remained precarious in the
dynasty’s early years. Not yet subjected to the full weight of Confucian orthodoxy, the early
Manchu emperors were moreover pragmatic in their attitudes toward trade. Accordingly, the
Manchu emperors found the Macao Formula served their purposes very well.”

The formula depended largely on the compliance and tranquility of the Portuguese. Al-
though the Qing government had extended civil control over the Macau settlement, the Ming
strategy of keeping the Portuguese under close surveillance was maintained. The two main
premises of this strategy were that first, foreigners would be helpless when cut oft from their
food supplies, or simply made to obey by stopping trade with them, and secondly, that foreign-
ers were to be prevented from collaborating with treacherous Chinese. The Westerners’ dubi-
ous image had made it necessary to bring them within bureaucratic supervision. However, their
potential collaborators, the dissident elements in the interior, had all the time proven to be a

stronger motivation for the government’s codification of regulations for trade in Macao.”
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Did the formula work well enough in the Ch’ing and if so, how and why? Of course, as
long as the foreigners complied with the regulations, relations between foreigners and Chinese
remained peaceful and friendly. Violation of the regulations only resulted in an intensification
of security measures against the foreigners****. Since there were few eruptions of hostilities be-
tween the Portuguese community and the Chinese authorities, the evidence is that the formula
worked very well. The Ch'ing local and provincial officials in fact did not anticipate that serious
issues would arise. They remained as confident as their Ming counterparts that as long as the
foreigners were prevented from collaborating with China’s dissident elements, they were made
helpless entities in Macao.”

Consequently, the Ch'ing not only continued the Ming trend of strengthening the local
defense system around the Macao area, but also successfully extended civil control over Ma-
cao’s foreign settlement.** Thus there was the development of an elaborate mechanism of sur-
veillance and control. This involved major Ch'ing innovation in the civil, military and legal ad-
ministration of the Macao area, and a body of regulations governing the interactions between
foreigners and Chinese in the area intended as internal security measures.”” Thus a foreign
presence was tolerated but not so much foreign influence as to undermine the loyalty of her
subjects.™

The Ch'ing experts on Macau evaluated the situation in very realistic terms****. In 1750,
Chang Yen-tao, who had served in Hsiang-shan for years and was acting magistrate at the time,
submitted a memorial to his superiors to illustrate how a careful study of the Portuguese in Ma-
cau would expose their vulnerability.” First of all, it was a long, hazardous, and rough voyage
for foreign residents in Macau to return to Portugal. That is why many who had come did not
intend to go back. Even if they were to be executed on the scene for committing crimes, their
mother country could do nothing to avenge them.*’ Besides, numbering just about two thou-
sand, the foreign population could do little harm to the neighboring areas, which were strategi-
cally and strongly fortified both on “land and at sea.” They were but caterpillars wriggling in
the petals of the lotus flowers,” and thus, could be easily enveloped and over-whelmed."' In ad-
dition, Macau was not capable of producing cereals or vegetables. It depended entirely on the
hinterland for provisions. Once the barrier gate between Macau and the interior was closed, the
foreign community in Macau would soon wither."” According to Chang, the foreign commu-
nity in Macau was fully aware of its situation. They managed to appear formidable but were in
reality vulnerable and helpless.”’ That the foreign community could be starved into submission
was no creative thought of Chang Yen-tao nor of the Ch'ing. It was already entertained during
the Ming dynasty.

He also found, upon close examination, that the Portuguese did not bring their native
products all the way from Portugal to China for trade. Macau only served as an entrepét for
trade. The Portuguese made profits by shipping Southeast Asian products to Macao in ex-

change for Chinese products which were in turn brought back to Europe. The Portuguese,
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therefore, did not bring forth cash to benefit the local economy but, instead, used Macau as a
center of trade for their own profitable enterprises.*

Chang then pointed out that in recent years the Portuguese trade was obviously in decline.
Formerly, the number of foreign ships engaged in the Macau trade was set at twenty-five. Re-
cently, for various reasons, whether because of loss at sea or shortage of capital, the number of
ships participating in the trade had been sharply cut down to half the original number. On the
other hand, the income derived from taxing other foreign ships at Canton was increasing day
by day. This was good evidence that the trade brought by the Portuguese to Macau had lost its
former importance and was no longer a major contribution to the local economy.” Besides,
the Portuguese at Macau had for a long time, monopolized the trade with China and thus an-
tagonized merchants from other foreign countries who were more than willing to increase the
volume of their trade with China. On the other hand, if the Portuguese were denied their trade
opportunities in Macau, their resources would be exhausted. Chang therefore concluded that “It
is but apt that they look up to us and follow our orders while there is no reason for our anxiety
[over them].*

There remained the danger that their Chinese collaborators might lend them assistance.
And the group most likely to do this would be the Chinese Christian converts. But to Chang
Yen-tao, even though the Chinese converts had been attracted to the Catholic religion, their
conversion had been more for monetary gain than for ideology. Apart from its teachings hostile
to ancestor worship, the Catholic doctrine could do little harm to the Chinese people. Chang
was confident that when the Portuguese were confronted with acute economic problems, the
influence of their religion would soon vanish. This could be ensured by the strict enforcement
of the prohibition against the practice of the Catholic religion by Chinese in the areas near to
Macau."” When there were safeguards that the Portuguese could not elicit assistance from Chi-
nese natives, the foreigners would remain truly vulnerable and pitiable entities in Macau. As
Chang put it, “once the Portuguese step out of Macau they are like fish out of water.”**

How much do these descriptions about the Portuguese in Macau correspond with the real
situation?

The waxing and waning of the overseas trade, as quite correctly comprehended by Chang
Yen-tao, accordingly affected the fortunes of the whole Portuguese community. Chang’s de-
scription of Macau as an entrep6t was also correct.

Chang Yen-tao’s account was written in 1750. By this time the foreign trade in Macau had
long passed its golden periods. Chang’s report that the Macao trade no longer brought in as
much income to the Guang-tung government as the Canton trade certainly gives an accurate
picture of the commercial activities of the two cities. The estimation of Chang that when the
prosperity of Macau declined the influence of her Christian community would vanish was also
based on sound judgment. A seventeenth century Western eyewitness account showed that the

Macau Senate had to give full support to the ecclesiastic authorities.” All the Christian chari-
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table activities and institutions were accordingly financed by funds derived from the import
duties. When trade declined such activities naturally suffered setbacks.

Chang Yen-tao’s assumption that the Portuguese at Macau were quite helpless was based
on his realization that the foreign community had developed into an independent community.
Macau had for long managed to exist without any help from Lisbon or Goa whether in terms
of financial or military aid. By 1750, the Portuguese had been living in Macau for almost two
centuries. In the course of these years, the Macanese had absorbed considerable admixture of
Chinese blood. Because of the almost total absence of European-born Portuguese women since
the settlement was founded it was inevitable that all Macanese families bore a strong streak of
Eurasian blood.” Socially and ethnically, they were a community by itself - to be identified
neither with that of Portugal nor with the one in Goa. The fact that the Camara tried to keep
Macau truly a self-governing settlement also helped to alienate her from those Portuguese vice-
roys and governors who tried to strengthen the Crown’s control over this distant settlement.
The Viceroy Count Linhares in his letter to the Governor of Macao in 1634 openly denounced
the citizens as being greater enemies to the Crown than were the Dutch®'. Another similar al-
legation came from the remark of an ex governor of Timor in 1708: “The people in Macau are the
most unworthy vassals that Your Majesty has in all your conquests, and whereas they deserve so little,
they are withal those who enjoy the greatest freedom, since they are not subject to any form of taxa-
tion.”” Little wonder therefore that Chang Yen-tao should declare in 1750 that “even if they
were executed on the scene for committing crimes, their mother country could do nothing to avenge
them “*.

Due to the vicissitudes of trade in Macau and the settlement’s gradual alienation from
not only Portugal but also Goa, there are sufficient grounds to believe that Chang Yen-tao’s
comment about the compliance of the Portuguese was not exaggerated. The Calvinist Scot-
tish “Interloper,” Alexander Hamilton, visited the Portuguese settlement at the turn of the
seventeenth-eighteenth centuries. Later, he described the situation of Macau as he saw it with

his slyly malicious wit:

The forts are governed by a Captain General, and the city by a burgher, called the
Procurador, but, in reality, both are governed by a Chinese mandarin, who resides about
a league out of the city, at a place called Casa Branca. The Portuguese shipping that come
here, are admitted into their harbor, and are under the protection of the town; but the Chi-

nese keep the customhouse and receive customs for all goods imported [sic]™.

Another description complementing that of Hamilton’s was given in the Bishop of Macao’s
letter dated 20 December 1803. “The city of Macau belongs to the Portuguese in new only. The
Portuguese do not own a piece of land there, nor can they buy it, nor build a wall, open a window, or

repair the roofs of their own houses, without a license from the Mandarins, which has to be bought at
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a high price.

The compliance and appeasement policy of the Macao Senate was largely responsible for
the successful working of the formula. Realities in fact offered the Portuguese little alternative.
Neither the viceroys at Goa nor the King at Lisbon ever sent them - nor indeed could they have
sent - the naval and military forces which made the “gunboat-policy” of the British a practical
proposition in the nineteenth century. According to a distinguished historian of the Portuguese
community in Macau, the situation of Macau prior to the Opium War period was essentially

that as described in a 1635 account:

The peace that we have with the king of China is as he likes it, for since this place is so
far from India, and since he has such vastly greater numbers of men than the most that the
Portuguese could possibly assemble there, never did we think of breaking with him whatever
serious grievances may have had; because the Chinese have only to stop food supplies to ruin

. . . L. 56
our city, since there is no other place nor means of obtaining any.

There were many actual cases of compliance of the Macau Senate to the demands of the
Chinese throughout this period. It should be borne in mind that there were often severe crit-
ics of the Senate’s appeasement policy from the Macau population itself. A good example was
the bellicose Jesuit community. In 1621 the Jesuits were ordered by the Chinese authorities to
pull down some of the buildings they were erecting on the Ilha Verde in the harbor of Macao.
The senators were prepared to comply with this demand. The rector of the Jesuit college, how-
ever, denounced the weak line taken by the senators and maintained that the Chinese would
back down if they were stoutly resisted. The Senate rejected the bellicose arguments of the
Jesuits and finally settled the case as they settled all similar disputes by showing a mixture of
simulated obedience, secret compromise, and bribery. The reason was simple. In any event the
Senate considered that they could not resist the Chinese by force, nor could the colony survive
a threatened ban on the trade with Canton. It is interesting to point out that these were exactly

the arguments put forth by Chang Yen-tao but only in different terms.

Mutual Esonomic Benefits Between China and The West

Did the Macao Formula bring about mutual economic benefits to both the Portuguese and
Chinese alike for which it was presumably designed? It is necessary to recall that when Viceroy
Chang Ming-kang and his advisors such as Huo Yu-hsia opted not to evacuate the Portuguese
out of Macao one main reason was it would deprive Canton (through Macao) of a significant
income from customs dues leading to economic depression. Huo stated very clearly why he
considered the evacuation of Portuguese a mere mediocre policy; “In the last hundred years
the military expenses of Kuang-tung and Kuang-hsi provinces had been paid off by income

derived from (maritime) trade. This income can be compared to that of a large district (hsien).
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Once it (the trade) is abandoned, how can the expenses of military operations be met?”’

Besides, the livelihood of a large section of the coastal population was dependent upon their
participation in the trade with the Portuguese. This was very vividly reflected in the words of
Lin Hsi-yuan, who was a native of Fu-chien and had served in various administrative posts with
the Kuang-tung government: “Each time the Portuguese came they brought with tem native
products such as pepper, sapan-wood, garu-wood, ivory, perilla-ocymoides oil, frankincense,
sandal wood and other incense to sell to the Chinese people in the border at a very cheap price.
But what they had spent instead on the Chinese through their daily needs of provisions such as
rice, noodles, pigs and chickens was several times the ordinary price. That is why the Chinese
people are anxious to do business with them.”**

For the Chinese, to start with, the presence of the Portuguese in Macao from about the
middle of the sixteenth century offered people in the Pear]l Delta area sustained opportuni-
ties for a sizeable volume of trade. which introduced a new level of marketing activity. The
Portuguese brought to China new food and cash crops. They also introduced new products,
which were then taken up by local Chinese artisans and copied.” The trade between Macao
and Canton also brought technical changes in the form of new manufactures and specialization
or greater specialization in the production of textiles, including the processing and re-export
of imported raw materials. For example, the import of silk from Chekiang into the Pearl River
Delta area in order to manufacture finer silk products for export was well known in the Ming.*

It is necessary to point out that the Portuguese in Macao not only generated a great de-
mand for Chinese products as export items but also daily necessities for their own consump-
tion. Among export items, Chinese silk, porcelain, and finished iron products were particularly
in high demand by the Portuguese for their Japanese market. In 1603 for example, one Por-
tuguese carrack alone was found to have been laden with over 1,400 piculs of raw silk besides
other merchandise for Japan.®’ Because none of the Portuguese living in Macao was farmers,
they did not know how to grow food for themselves and had to rely entirely on Chinese peas-
ants of the neighbouring districts for food and supplies. Notable among such supplies were
rice, sugar, fruits, fowls, vegetables and others.

The population of the Portuguese in Macao started with just one or two thousand but
soon shot up to tens of thousands. In 1717, the Viceroy of Kwangtung and Kwangsi reported
to the throne that “according to your humble servant’s estimate, they [Portuguese] consume
over 20,000 shih of rice every year, not counting wheaten flour.”*

Of even greater consequence, the Portuguese also brought into China through Macao a
huge amount of silver for a consistent period of time from the 1560s on. A rather conserva-
tive estimate by specialists in the field put the amount of Japanese silver shipped in by Portu-
guese through Macao at 400,000 taels per year in the 1580s and 1,000,000 or more in the early
1600s.”

From the above, there is no doubt that the Portuguese trade through Macao brought in
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great wealth to the Chinese in the Pearl River Delta area. While it is impossible to re-establish
the exact value of the trade, sufficient documents still exist to give a fairly good glimpse into
the amount of the money that flowed into the Chinese hands. A Portuguese carrack heading
for Japan in 1582 was recorded to have had 200,000 ducats’ worth of goods on board.** Dur-
ing the heyday of its commercial activities Macao had twenty-five of such ships even though
the number was reduced to only half by the middle of the eighteenth century.” In 1604 one
“Great Ship” which lay at anchor at Macao was seized by the Dutch and the ship was found to
have a cargo of silk valued at two million Chinese dollars.” Again in August 1636, four Portu-
guese galiots were recorded to be laden “to [the] sinking point” with over 2,350 chests of silver
valued at nearly 7 million florins according to a contemporary Dutch source.”

From these accounts it is but safe to say that in its heyday the trade had been very lucra-
tive for the Portuguese. The chief source of income of the governing body of the Portuguese
at Macau, the Senado da Cdmara of Macau (The Macau Senate), was the duties levied on all
goods brought into Macau in Portuguese ships. A good description of Macau during its heyday

was given by the Secretary of the Cdmara in November 1623. Macau was described as a city in

size, in splendid buildings, and in number of householders [moradores] one of the most
important in this Orient, containing more than 400 married Portuguese men, ... as well
as many people of various nations who come and go, living here for most of the year, on ac-

count of the great trade and commerce with many regions of the East.*"

Evolution of an Elaborate Mechanism of Control and Surveillance

Abundant scholarly works have been written to show that the early Ch’ing sovereigns
were prompted by a fear of challenges to their power to exercise supreme authority over all of
their subjects within the country.”” More recently a well-researched work convincingly showed
that the early Ch'ing emperors also harboured consistent fear and wariness over the Southern
Sea frontier where Macao is located.”

As a result of the early Ch'ing emperors’ fear of actions by Chinese rebels on the South-
ern Sea frontier and their general desire to consolidate Manchu power together with the wari-
ness of early Ch’ing officials over the unsavoury image of the Portuguese, the early Ch’ing
government not only maintained the Ming precautions against Portuguese collusion with
undesirable native elements but also sought to tighten up control of the Macao area. Con-
sequently, the Ch'ing not only continued the Ming trend of strengthening the local defense
around the Macao area but also successfully extended civil administrative control over the Ma-
cao settlement.” Accordingly, the number of high-ranking military officers and civil officials
there greatly increased. The military and civil jurisdictions were also more clearly designated
resulting in a more responsible and more effective administration over the area.”” Thus the

continued implementation of the Macao Formula in the Ch'ing period resulted in the build-up
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of an elaborate mechanism of surveillance and control. This mechanism not only involved ma-
jor Ch'ing innovative changes in the civil, military and legal administration of the Macao area,
but also a body of regulations governing the interactions between foreigners and Chinese in the
area.”” These regulations were sustained over a considerable period of time to cope with prob-
lems that arose in the enforcement of the Macao formula. A careful analysis of the contents of
these regulations reveals that they were intended as internal security measures. For example, a
large part of these regulations was directed towards tightening up control of local Chinese who
dealt with foreigners in Macao — especially the Chinese pilots, ship builders, merchants and
Chinese Christian converts. The assumption was that these Chinese were greatly needed by
foreigners for their services. They were, therefore, the most indispensable to foreign ambitious
designs and hence the most detrimental to the local security system. The same analysis shows
that other Macao regulations were aimed at prohibiting contraband goods from being import-
ed into or exported out of Macao. These regulations were in fact enforced in accordance with
the general Ch'ing measures to control the imports and exports of items which might serve as
war materials for anti-dynastic purposes or the excess outflow of which might be detrimental to
a healthy Chinese economy. They too were clearly intended as internal security measures.

It seems paradoxical that the Ch'ing should show such great measures of optimism and
confidence in controlling the Portuguese but at the same time seek to intensify the control
measures. Chang Yen-tao , the early Ch'ing expert on Macao, has a clue to this phenomenon.
Despite his optimistic utterances, Chang Yen-tao insisted that the strategy of containment, con-
stant vigil, and military readiness should never be relaxed because of the dreadful danger that
lurked there permanently - the alliance of foreigners with Chinese deviants.”

This accounted for the logic of “tu-jian fang-wei’, (to forestall the growth of abuses by strict
enforcement of preventive measures), that dominated the thinking of Chang Yen-tao and other
Ch’ing local and provincial officials who were familiar with foreign matters in Macao.” This
logic was put in succinct fashion by the Chien-lung Emperor himself in his imperial essay on
how to deal with foreigners, issued in 1777. “At the present time Our Empire is at her peak. The
various foreigners fear and live in awe of our power so that they dare not show disobedience.
However, we must forthwith enforce preventive measures to forestall the growth of abuses.””®

At the local and provincial levels, this logic denoted a certain congruence between the mil-
itary posture and coercive power needed for defense around a peripheral area like Macao and
the normal objectives of field administration. The Chinese populace at large in Macao and its
vicinity consisted of disproportionate numbers of smugglers, outcasts, political exiles, converts
and other deviants. In dealing with such elements, normative strategies of administration were
largely ineffective, and the able administrators necessarily relied on policies of containment, re-
pression, and strict preventive measures. A more generic formulation of it might be phrased as
the responsibility of the Ch'ing administrators dealing with matters in Macao to see the foreign

relations conform to the strategic policies of the court.
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If the assumptions put forward in the previous paragraphs are to be accepted and if Ch'ing
management of the West in the pre-Opium War period is to be understood in the Macao for-
mula framework, considerable tolerance with regard to the presence and influence of foreign-
ers would seem to have been the order of the day. Foreigners in Macao were also often treated
with fairness and benevolence under the policy of mutual economic benefits and mutual re-
spect for each others’ culture. But in the areas of the actual execution of policies, such was not
always the case, particularly when the behavior of the foreigners seemed a threat. Under the
Macao Formula, even though there were no major eruptions of hostilities between the Portu-
guese community and the late Ming and early Ch'ing governments, there were various occa-
sions when Sino-Western relations were strained in Macao. One was the crisis over the spiri-
tual quest for an alien faith, that is, Catholicism, by Chinese residents in Macao and its imme-
diate vicinities. It has been pointed out that Ch'ing emperors in the period under discussion
were particularly keen on consolidating Manchu sovereignty. Politically, they were very suspi-
cious of and resistant to assemblies of any kind. The assemblage of Chinese Catholic converts
in the church for religious activities was no exception. An edict of the Chien-lung Emperor in
1746 to stop such activities led to the local officials in Hsiang-shan district closing down one
Catholic seminary, the Nossa Senhora do Amparo, in Macao, which sparked off resistance from
the foreign community. It was this kind of crisis arising from the determination of the central
government to stamp out the spread of Catholicism among the Chinese populace by under-
ground missionaries that strained Sino-Portuguese relations to near breaking point. The affair
of the Nossa Senhora do Amparo in 1747 serves to illustrate how the principles and rationale
behind the Macao formula were actually being applied to manage foreign affairs, including the
spread of the Catholic faith in Macao and its immediate vicinities. This case study particularly
sheds light on the flexibilities and discrepancies in the actual execution of the Macao formula.
More important, it well illustrates that political considerations were the primary factor leading

to the early Ch'ing emperors’ suppression of Christianity for its subjects.

Tolerance for Foreigners’ Spiritual Faith

Before one takes a thorough look into this affair of the Nossa Senhora do Amparo it is
important to bear in mind that there was a pattern of relaxation and regimentation of prohibi-
tive measures against the activities of Catholic missionaries by the early Ch'ing government.
Whenever Catholicism was denounced by the Ch’ing government, Catholic missionaries in
the interior were rounded up and sent either to Kuang-tung or Macao and forbidden to return
to the interior. Even though the prohibition against missionaries to set up churches and preach
their faith to the Chinese in the interior remained in force,”” Macao all the time remained the
only place where both Portuguese and foreign missionaries were left alone to practice their re-
ligion and set up their own churches. The toleration of Christianity in Macao became more se-
cure after the Kang-hsi emperor issued an edict proclaiming religious toleration for westerners

in China in 1692. Security precautions against the Portuguese in Macao, however, remained
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tight.”

From the time when the Yung-cheng emperor revoked Kang-hsi’s proclamation of reli-
gious toleration for the missionaries in the interior and banished them to Canton, the concen-
tration of missionary activities began to focus on Canton and its vicinities. Macao was accord-
ingly affected. The relationship between the Chinese local officials and the foreign community
in Macao was often strained by the Chinese authorities’ hunt for Chinese Catholics at large
in Macao, or by foreign Catholics who had offended the Chinese law and were seeking refuge
within the Macao community. What increasingly worried the Chinese local officials in the area
was not so much the heterodox worship but the political involvement and intentions of these
activities. Here they simply bore in mind the views of either the Yung-cheng or Chien-lung
emperors. The Ch'ing emperors in fact harboured no particular resentment of Christianity nor
of the missionaries who preached it. Political considerations were the primary factor leading to
Yung-cheng’s suppression of Christianity. Since this foreign religion required Chinese converts
to give up their traditional native practices, such as ancestor worship, to pay reverence only to
the Christian God and to take orders from the Pope who resided in Rome, it unavoidably chal-
lenge the Manchu ruler’s authority.” Repeatedly, in imperial edicts, Christianity was feared
for its power to corrupt the minds of the people. To be specific, Christianity was considered
heterodox, and with any proven heterodoxy there were certain significant corollaries to follow.
One was the belief that heterodox teachings and practices fostered social unrest. In the words
of one recent historian, “when men and women mingled indiscriminately at public gatherings,
and peasants and artisans were enticed away from their work by the seductive babbling and ob-
scene literature of religious imposters, normal human bonds were shattered and the harmony
of the social order was disrupted.”

A second corollary, and perhaps an even more important one was the abiding notion that
heterodoxy posed a political threat to the dynasty. If the chief interest and aim of the Ch’ing
dynasty was its continued existence, what greater source of anxiety could there be than those
groups or activities which most threatened its perpetuation? Since the rebellions which en-
dangered the political lives of dynasties were regularly associated with heterodox teachings in
Chinese history, what could be more logical than to ban these teachings and place the severest
limitations on all varieties of popular organization? The past would serve to testify that both
Taoism and Buddhism under certain circumstances could supply a unifying force among the
elements of the lowest social stratum and could organize those elements into popular revolts.”
To the Manchu monarchs in early Ch’ing, each of whom worked so hard to consolidate Man-
chu authority, loyalty of the subjects was most important. And so any religion, Chinese or
foreign, should be judged as orthodox or heterodox according to whether it could promote or
divert loyalty. Yung-cheng made it quite clear and straightforward in his sacred edict: “It has
been the secret design of all the religions that have been instituted in the world, Chinese and

foreign, to regard loyalty to the ruler and filial piety to parents as fundamentally essential....”*

DISCUSSION PAPER

77 Ch'ing Sheng-tsu shih-lu, Vol.
28, pp. 6a-b; Vol. 31, pp. 4a-Sa.

78 See Verbiest et al. Hsi- chao
ting-an , translated in Fu Lo-shu,
A Documentary Chronicle of
Sino-Western Relations (1644-
1820), Arizona, 1966, p. 10S.

79 See Huang Pei, Autocracy at
Work: A Study of the Yung-cheng
Period, 1723-1735, 1975.

80 Paul Cohen, China and
Christianity: Missionary
Movement and the Growth of
Chinese, Anti-Foreignism, 1860-
1870, 1963,p. 16.

81 Tbid, p. 17.

82 Shang- yu nei-ke, n.p, n.d.,
Vol. 14, p. 14a-b.

The Macao Formula:The Key to Four Hundred Years of Successful Interactions Between China and The West

S5



DISCUSSION PAPER

The Christian religion was found to have diverted the loyalty of China’s most trusted subjects,
the imperial clansmen, away from the throne and, therefore, was to be suppressed as hetero-
doxy. “Look at the sons of Sunu, Wu-er-chen and the others, stupid, benighted and lawless
fellows who turned their backs on their ancestors and rebelled against the throne and even
voluntarily treading the instruments of death without remorse. Was this not abnormal [threat-
ening]?"®

The famous Chien-lung edict to suppress Christianity was issued in 1746 as a result of the
Fu-chien governor’s memorial that certain Portuguese missionaries were suspected of stirring
up the local people in the Fu-ning prefecture of Fu-chien.

Even though Catholic missionaries were discovered only in the Fu-ning prefecture in Fu-
chien, the emperor expressed keen concern that the situation might secretly spread to other
provinces as well and so ordered prompt action be taken to ferret out all underground mis-
sionaries throughout the empire.** The imperial decree was issued on August 12" 1746 to the
grand secretaries and reached the Viceroy and Governor of Guang-tung on September 20.%
The decree specified that all district magistrates had to make an immediate investigation into
any Christian suspect within their area of jurisdiction. Negligence and procrastination on the
part of the viceroys and governors to enforce the decree would lead to their impeachment and
punishment.** For this reason, the instructions were received by the Hsiang-shan magistrate,
Chang Ju-lin, on September 25™."

Chang Ju-lin therefore handled the case with extreme care right from the start. After all,
the Hsiang-shan district was within the easy reach of the Portuguese in Macao and therefore
highly susceptible to the corruptive practices of Catholicism. Moreover, Macao was within
the jurisdiction of the Hsiang-shan magistracy. The emperor had paid keen attention to this
matter while both the viceroy and governor of Guang-tung certainly were putting pressure on
Chang not to fail in the matter. After a thorough investigation, Chang reported back on De-
cember 17" that no missionaries had been discovered in the district.”

Nevertheless, a party of Chinese was reported by Chang to have been preaching the
Christian faith in Macao inside a church (the Seminary of Nossa Senhora do Amparo) built
specially for Chinese worshippers.” The party responsible for the religious activities was
identified as a Mr. Lin, who was in charge of the seminary, together with his son and disciples,
and Chou Shih-lian , the owner of several trading vessels in Macao.” Every year Lin’s church
served as the congregational place for Chinese converts who came from various other neigh-
boring districts to observe the Lent festival. Occasionally there were some who came from
neighboring provinces.”" Having uncovered this activity, Chang Ju-lin immediately ordered
the arrest of Lin, Chou and their accomplices who then went into hiding.”” Chang accordingly
petitioned the Guang-tung Governor for permission to either close down or demolish the
church. As for those Chinese who had joined the religion one way or another, they should

be forgiven if they gave it up immediately. Chang’s memorial is a very important document
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to illustrate how the principles and rationale behind the Macao formula were actually being
applied to manage affairs involving foreigners in Macao, and therefore deserves a thorough
analysis.

It took Chang over two months to complete a thorough investigation into Chinese con-
verts in the district and in Macao. He accordingly reported back to the Kuang-tung Viceroy
and Governor. The report was filled with precise and accurate information about the activities
of Chinese neophytes in Macao. Chang also formulated proposals on how to deal effectively
with these converts without forfeiting the principles of tolerance and benevolence to foreign-
ers and clemency to the Chinese subjects. The deliberations of the viceroy and governor al-
most completely endorsed the proposals of Chang who then lost no time in executing them.”
Chang, however, emphasized that the matter of suppressing Chinese converts going to church
in Macao needed to be handled quite differently from suppressing foreigners preaching their
religion in the interior. Foreigners had been allowed to practice their religion in Macao for a
long time and for this reason it had been a long established practice for Chinese in Macao to
become converted. It would require more attention and prudence to do away with it complete-
1}7.94

According to Chang, it takes more consideration to deal with those Chinese who live in
Macao. “They have investments there and have for long engaged in transactions with foreign-
ers. If they were forced to leave suddenly it would be difficult for them to settle with their
wives and children. If we force them to be separated it would be too inhuman. But if we allow
them to bring back foreign women (into the interior) then the worries will be that their for-
eign religion may spread even more easily. I wonder, therefore, whether they ought not to be
treated separately (according to the following manner). Those who are not married to foreign-
ers and have not invested in any business partnership with foreigners but are practicing the
(foreign) religion and living (in Macao) alone by themselves should be instructed to renounce
their religion and then return to their native village. Those who have invested in business part-
nership with foreigners but are not married to foreign women should be instructed to settle
their business and renounce their religion within a year. But those who have married to foreign
women and, at the same time have business investments in Macao, and also those who work
(for foreigners) as craftsmen and soldiers, etc., they should all be instructed to renounce their
religion if they are dressed in Chinese costumes. If they are dressed in foreign costumes, they
should be instructed to give up their foreign attire first and then renounce their religion. All
should, however, return to their native village with their children on the day their foreign wives
pass away. And until they return to their native village they should not be allowed, as before,
to go out to sea for trade or work as sailors and foreign mercenaries. They should be ordered
to change their profession. As to those who are serving as compradors and interpreters, since
their services are indispensable to foreigners in Macao, they need not be ordered to change

their profession. It will suffice that they be ordered to give up their foreign attire and renounce
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their religion. They must, as before, secure guaranty and leave it with both the Chinese head-
man and the Portuguese for inspection. It should be forbidden for Chinese in Macao to wear
the coiffures of a foreigner or visit the houses of foreigners.””

The Guang-tung Viceroy and Governor jointly dispatched their deliberations approving of
Chang Ju-lin’s proposed measures on March 12, 1747.” Upon receiving such approval, Chang
Ju-lin immediately sent a proclamation of warning to the Portuguese vereador in Macao.” Fol-
lowing this, Chang dispatched his officials, headed by the sub-magistrate (hsun-chien, ) and the
assistant magistrate (hsien-cheng,), together with some wealthy local merchants to Macao to
deliver personally his instructions to the Portuguese.” In addition, the officials were to super-
vise and officiate at the closing down of the Seminary of Nossa Senhora do Amparo.” The Por-
tuguese officials were willing to comply with the magistrate’s deliberations, but some bellicose
Catholic priests who feared such compliance might bring an end to their religious activities
were not. Resistance was soon mobilized.'” Under pressure from the religious community, the
procurator in Macao had to send a dispatch to the Hsiang-shan magistrate protesting against the
closing down of the church, stating that, even though the church was patronized by Chinese, it
was in fact built by the Portuguese and, therefore, Portuguese property. Since Portuguese were
paying an annual rent for the use of the territory of Macao they had the right to build their own
church.””" In the face of such rebellious behavior, Chang hastily sent an instruction to the sub-
magistrate who was still in Macao to admonish the Portuguese to obey without further trou-
ble."” Chang then went to Macao himself to decree that the Portuguese had to either submit or
quit Macao.'” The result was an inevitable submission on the part of the Macao Senate to the
Chinese order.

There was, however, additional significance to this case, for it also served as a good illus-
tration of how the principles and rationale behind the Macao formula were actually applied to
manage foreign affairs in Macao. The whole issue hinged on the fear of Christianity corrupting
the minds and manner of the Chinese subjects. To the politically sensitive Manchu emperor,
such influence was tantamount to undermining the loyalty of his Chinese subjects. Chinese
converts were thus classified as suspects who might be in political opposition to the dynasty.
They must be sought out and dealt with, and even more so, when they were reported to have
very close relations with foreigners. As already has been emphasized, the prevention of China’s
own dissident elements from entering into unsanctionable relationships with foreigners had
been an essential goal of the Macao Formula. The ways proposed by Chang Ju-lin to deal with
Chinese converts in the neighboring districts of Hsiang-shan and within Macao were a good
manifestation of this policy. The suspects were classified according to the degree of their cor-
ruption, which was to be determined by the intimacy of their relationship with the foreigners.
The assumption here was that the closer their relationship to foreigners, the greater the need

for the government to secure their guarantee of loyal conduct and allegiance to the throne.
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It is necessary to note that even in the midst of such political pressure to secure the area of
Macao against possible anti-dynastic rebels, the ideals of tolerating the foreigners’ presence and
influence were maintained. Those Chinese converts who were residing in Macao and had for-
eign wives were not required by the authorities to return to their native village until after their
wives had passed away. Those who engaged in transactions with foreigners in Macao were not
forced to leave immediately. They were given ample time to settle their business with foreigners
before they were required to return to their native villages. All the remedial and precautionary
measures demonstrated the intent to protect the interests of foreigners. They bespoke of clem-
ency and leniency to be extended to the Chinese who might have gone astray. As soon as such
Chinese overcame their heterodoxy, which was identified as a symbol of disloyalty, they could
be forgiven. However, were the foreign community to mobilize to give protection to the Chi-
nese suspects in opposition to the emperor’s will, it would enhance the seriousness of the po-
litical threat. At such a point, no compromise could be made and force would have to be used
to maintain national security. It is important however, to emphasize that during this incident
even though the Portuguese resisted the instructions of the Ch’ing government, they were not
immediately punished nor driven away. They were persuaded to reconsider and follow instruc-
tions.

As mentioned earlier, the workability of the Macao formula depended largely on the com-
pliance and tranquility of the Portuguese in Macao. It would be misleading, however, to think
that this was all the formula entailed in keeping the foreigners under control as demonstrated in
the incident of the Seminary of Nossa Senhora do Amparo. The great fear of the Ch'ing bureau-
cracy, as in the case of the Ming, remained, in fact, directed not toward the Portuguese them-
selves per se but to those “treacherous” and “traitorous” natives who connived with and collab-
orated with the potential invaders. The rationale that without the connivance of local Chinese
the danger of foreigners violating Chinese rules would be minimized was self-evident in the
series of major codes of regulations enacted throughout the Ch'ing to enforce the policy of “tu-
jian fang-wei”, the main features of the Macao Formula. During the incident of the Seminary of
Nossa Senhora do Amparo, foreign missionaries were suspected of inducing Chinese subjects to
deviate from their loyalty to the throne. Chinese Christian converts in Macao and its vicinities
were considered the most indispensable to such foreign ambitious designs and hence, the most
detrimental to the local security system.

To recapitulate, by the second half of the eighteenth century, under the Macao Formula,
the Chinese Christian converts among other groups such as the pilots, ship-builders, mer-
chants, and Tanka population, were made the special targets of the control and preventive
measures. For their services to foreigners, when goaded by disloyal aims, could greatly jeop-
ardize national security. Chinese Christian converts could be used as conveyors and carriers
of heterodox ideologies which might be detrimental to the loyalty which the early Manchu so

anxiously expected of their subjects. Chinese converts, accordingly, had to be carefully super-
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vised by the government in their activities to help retain their loyalty which was believed to be
instrumental to the maintenance of national security and welfare. One year after the promulga-
tion of the 1749 code, Chang Yen-tao, the early Ch'ing expert on Macao affairs, strongly urged
all local officials to strictly enforce the prohibition against the practice of the Catholic religion
by Chinese in the areas near Macao in order to successfully keep the foreigners in Macao un-
der control. He particularly emphasized that this enforcement would effectively minimize the
chance of foreigners colluding with people from the interior on the one land, and would serve
to ease tensions that might have arisen between the Chinese and the Portuguese communities
on the other. “If such heterodox religion [of the Portuguese] can be prohibited forever, in the
long run, these foreigners [in Macao] will be able to live in peace with our common people in
the Interior.”'* Here Chang simply reflected or reinforced the views of either the Yung-cheng
or of the Chien-lung emperor’s. The strategy of containment and constant vigil should never
be relaxed. The Ch’ing emperors in fact harboured no particular resentment of Christianity
nor of the missionaries who preached it. Political considerations were the primary factor lead-
ing to the suppression of missionaries preaching Catholicism to the Chinese people because it
tampered with the loyalty of their subjects. In the deliberations to end the crisis arising from
the Affair of the Nossa Senhora do Amparo, the principles of tolerance and benevolence to for-
eigners were maintained. There was still sufficient respect for foreigners to worship their own
religion on Chinese soil. Only Chinese subjects were barred from practicing the foreign reli-
gion. Through this incident the Ch'ing clearly established the limitations that set boundaries
that foreigners in Macao could not overstep without endangering their commercial profits and
their stay in China. In short, foreign presence was tolerated by the Ch'ing and to some extent
foreign influence but definitely not so much foreign influence that might undermine the loyalty

of her subjects.

Historical Significance of the Macao Formula

From the discussions above it is quite clear that the Macao Formula was shaped by a poli-
cy of pragmatism and tolerance to accommodate the needs of special historical circumstances
to make economic gains compatible with dynastic and national security. Under the Macao
Formula, the Portuguese were able to remain until the handover of Macao back to China in
1999. As a result, the Portuguese in Macao remain today the only Westerners who have had the
key to successful trading and cultural relations with China for a continuous, prolonged period
of time. For over four hundred years, a Chinese policy of accommodation and benevolence
and tolerance combined with Portuguese compliance and tranquility has been the successful
formula for the realization of mutual economic interests and mutual respect and tolerance for
each other’s culture and religion. Indeed in its over four hundred years of existence, Portuguese
Macao remained the only gateway kept open all the time to the outside world for modem

China. In fact for some four hundred years there had been very few eruptions of hostilities and
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even fewer cases of bloodshed between the Chinese and Portuguese in Macao where the two
communities have lived in relatively “great harmony and amity” under the formula of “mutual
benefits, mutual tolerance and mutual respect”.

The historical significance of the Macao Formula is that it not only has proven to be a suc-
cessful formula for the realization of mutual economic interests between China and a Western
country but in human terms, it has also been instrumental in achieving for Macau harmonious
and peaceful coexistence and cooperation among several cultural traditions. The formula also,
therefore, accounts for the little-recognized historical fact that the first encounter between
China and the West did not lead to any violent cultural collision because the Ming opted for
pragmatic solutions rather than rigid ideologies as a response to problems raised by the coming
of the Portuguese. The unique cultural heritage and experience in human coexistence in Macao
is a living monument to the basic tenet that a heterogeneous society can live and prosper and

that it is permissible to seek common purpose amidst ethnic diversity.
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S. THE INFERNAL AFFAIRS TRILOGY AND
HONGKONG CINEMAS RELATIONSHIP WITH
THE EXTERNALWORLD

Mark Houssart

Abstract

Infernal Affairs and its two sequels form a highly commercially and critically successful
Chinese film franchise. Itself showing the stylistic and narrative influence of the Hollywood
crime movie, the series went on to enjoy great cult popularity in the West and inspire Ameri-
can remake The Departed. This piece examines and discusses what the films themselves and
the story of their creation and journey across the world imply about the implementation of
foreign influence in Hong Kong cinema and the consumption of the subsequent product by
those foreign nations. It takes in to account the process of the trilogy’s production whilst mak-
ing room for critical analysis of the films and an overview of the reception the films received.
The piece seeks to draw conclusions about how the dichotomy between Hong Kong cinema
and art from other cultures around the world has evolved and about what the future might

hold for this relationship.

“The world is yours after ’97:” Introduction

The Hong Kong film industry has long been a powerful and distinctive commercial and ar-
tistic entity unto itself. Catering to a culture and society vastly different to those which produce
the mainstream films of the West, it has instead built a popular cinema rooted in its nation’s
own values, history and story-telling traditions, making films which have often been hugely
successful with audiences in Hong Kong and mainland China. It is this very distinctiveness
and inseparability from their cultural context which has prevented the vast majority of the re-
sultant films from ever securing a large mainstream audience in Western countries, but a niche
awareness has been in place for many years and has grown larger with each passing decade. The
dramas of Zhang Yimou, the contemporary action movies of John Woo or the entire subgenre
of historical wuxia adventures were treasured by film lovers and critics, and their influence
showed, to different degrees, in American animation, the films of Ridley Scott and various Hol-
lywood action films. While this influence has long been visible, viewers and many critics were
for a long time only dimly aware of it, due to the poor distribution of Hong Kong films in the
West and the lingering of outdated preconceptions regarding Eastern cinema.

If the gradual breaking down of barriers in international cinema through the advent of
VHS in the 1990s did something to readdress this ignorance, the crucial evolutionary step to-
wards greater viewer credibility came through its overwhelming growth as an influence on Hol-
lywood film. The structural dept owed by Quentin Tarantino’s Reservoir Dogs to Ringo Lam’s
City on Fire or the decision of the Wachowski brothers to employ revered martial arts chore-
ographer Yuen Woo-Ping for groundbreaking blockbuster The Matrix signalled an admiration
for Hong Kong cinema made even clearer when these film-makers openly discussed such influ-
ences. The latter in particular, happening as it did in close proximity to the Western release of
Ang Lee’s Crouching Tiger, Hidden Dragon, did much to refute clichéd perceptions of chopsocky

movies and alert audiences to the visceral excitement and technical skill visible in many Hong
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Kong genre productions. This built to a slow change of the way Hong Kong cinema was per-
ceived in the West, and the changing of that perception had the knock-on effect of also, gradu-
ally, changing the thought process behind Hong Kong productions. This is highly significant
to a discussion of the Infernal Affairs trilogy, indicating as it does that the films were produced
in an industry changed beyond recognition by the previously unheard of possibility of interna-
tional success and acclaim. The Non-Stop Path, to use a more literal translation of the film’s Chi-
nese title, gives in all its particulars the impression of having been conceived as a tentpole pro-
duction. The presence of themes and plot points familiar from a cross-section of well-received
Chinese productions and the use of an all-star cast indicate an awareness of potential domestic
success on the part of the filmmakers. Such a success may in turn bring the film the opportunity
to be seen by a broad audience in the West, and the film deploys the same self-awareness with
regard to what this second audience is likely to want to see. The film thus operates within the
cinematic vernacular of a pervasive Hollywood genre and for the most part favours a humanist
approach over a more culturally specific one. The impression is certainly one of a pragmatically
conceived and commercially sound venture, but the motives behind that design can only be
competently judged after watching the evolutionary process that occurs over the course of the
film and the sequels it eventually inspired.

Infernal Affairs, to be called that from now on so as to avoid confusion, is a crime thriller
following two traitors: one is a Triad mole in the Hong Kong police, the other an undercover
cop in the same Triad gang. When a botched sting informs both sides that there’s a spy among
them, the covert battle graduates to open warfare, with veteran cop Inspector Wong and Triad
boss Sam each vowing to sniff out the imposter in their ranks. The thriller that is moulded from
this scenario is geared to slow-burning tension, gaining much from the backdrop of a sleek,
atmospheric Hong Kong. The plot development and character definition operates on the level
of cipher and genre convention. Characters interact in the way most likely to heighten the
emotional stakes for the two leads and illustrate the moral and personal quandaries of their
situation. That the film takes place against a backdrop unfamiliar to most Western viewers is re-
flected in the action to some extent, but not allowed to drive it. The cultural background of the
characters comes through in their driven and career-minded behaviour, but doesn’t differenti-
ate them irreconcilably from counterparts in Hollywood movies.

Links to successful Hong Kong films of the eighties notwithstanding, the foreign influence
in Infernal Affairs is unmistakeable. Its largely naturalistic style is closer to a Hollywood crime
thriller than the films of Jet Li (the latter having been relatively successful outside of Hong
Kong). The film would be much compared to Michael Mann’s Heat when finally released in
the West, and the influence of Mann’s film is present both in the central notion of dual identity
between a cop and a criminal and in the film’s devotion to steadily building tension. If there is
a single factor rooting the film unmistakeably in its cultural context, it is probably the highly
distinctive and considered fashion in which the city of Hong Kong is portrayed. The script
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and cinematography create opportunities to show the city in numerous different lights, rang-
ing from gorgeous expansive shots of the harbour (showcased wonderfully in Wong’s rooftop
meetings with his mole, Chan Wing-Yan) to the humid tension of the night-time scenes. This
is neither the tourist Hong Kong nor the Hong Kong of seventies martial arts thrillers. It is a
fast-moving, ruthlessly modern city with several overt and covert wars playing out on its soil.
Conversely, even this determination to make the film’s unusual setting as striking as possible
goes even further to illuminating a deep kinship with the crime movies of the West. Just as Bul-
lit and The French Connection caught San Francisco and New York in as immersive and evoca-
tive a way as possible, the makers of Infernal Affairs submit their own milieu for inclusion on
the same crime movie map, intentionally or otherwise. The intriguing, well-mounted, lightly
idiosyncratic genre film resulting from this unique mixture of ingredients is a striking anomaly
within its oeuvre, and its large audience success in Hong Kong and mainland China is no great
surprise. Its subsequent cult success when released in the West likewise makes sense, given
the combination of the exotic and the comfortingly familiar it offered consumers of American
crime movies. The film, after all, exhibits a transparent awareness of Hollywood cinema. It was
made not in a vacuum, but in a global cinematic environment where the influence of Ameri-
can filmmaking is impossible to ignore. What might be considered unusual, and moves us to
contemplate essential changes in the way Hong Kong’s film industry views itself in the context
of international cinema is what resulted from this success. Two sequels to Infernal Affairs were
greenlighted following the first film’s startling success, to be released in swift succession in
their country of origin. Like all sequels to hit films, their execution was unavoidably affected
by the fact of its predecessor’s transcendent success. The climate in which Infernal Affairs II
and IIT were mounted were significantly different to that in which the first film had been made,
and among the unforeseeable factors which had arisen in the interim was the ever-volatile ele-
ment of having broken the West, and, arguably most pertinently, America. The second movie
was made in the knowledge that the audience awaiting it had extended far beyond China. The
filmmakers self-evidently did not respond to the pressures and opportunities of this situation
by producing a ruthlessly commercial film. Indeed, the sequel that co-directors Wai-keung Lau
and Alan Mak produced challenged audiences to an unpredictable degree. It would both reveal
a revised agenda for the series and hint at a near-revolutionary approach to communication

with a foreign audience.

“Chinese people are sentimental:” Infernal Affairs II and National Identity

The second movie opens with an audacious echo of Francis Ford Coppola’s The Godfather,
a central influence on the trilogy and, together with its sequel, pertinent precedent for this se-
quel. Over black, Inspector Wong begins a reminiscence of his earliest experience as a police-
man. The scene which we then fade up on is completely disorienting: the sworn enemies of

the first film, Wong and Sam, sit in an interview room, apparently on good terms, discussing
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the increasingly dangerous conflict between the police and the triads. “This is not how the
world should be,” Wong says to Sam, signalling that this segment will eschew the first film’s
small-scale atmospherics in favour of broader questions. These will extend pas the notions of
morality and Jungian duality central to Infernal Affairs and encompass the structures of the tril-
ogy’s opposing “families,” the obstacles confronting the Hong Kong police in the years leading
up to the handover and, ultimately, the theme of national identity. This last motif will give full-
est expression to the impressive ambitiousness of the film and to the shrewd patience Lau and
Mak have employed in building to this moment. If the first film was an examination of highly
recognisable themes within an unusual milieu, the film which now follows it will have at its
heart the question of what it is to be Chinese. As the 1997 handover approaches, Hong Kong’s
identity is set to change, and the self-definition of its citizens will alter similarly with that
knowledge over the course of the story. This trajectory is implied when an elderly police officer,
tired of the impediments and compromises of his job, tells a younger colleague that he envies
him the opportunities that will await him after the handover. In introducing the notion that a
country’s perception of itself is irreversibly changed by the passage of time, the film also makes
it very clear that its predecessor was a far less conventional crime movie than may first have
been apparent. The genre archetypes we met in the first movie, we are now being told, were
quite different a decade or so in the past. Their values and priorities have changed, from that
time to this, as a result of quite unprecedented changes in their environment. The film builds
from the promise of impending change to a comprehensive portrait of just how different life
was for these characters prior to '97. Factors such as a wide degree of cultural isolation between
Hong Kong and the rest of China and the presence of the “English guys” at the top of the police
force food chain create a unique social situation whose abolishment can’t help but turn the
world upside down. Although these themes will not be allowed to overwhelm the crime story
unfolding in the foreground, they will form an inextricable undercurrent to what we are going
to see. Then, at the midway point, these complex dichotomies break through to the surface of
the action in a pivotal scene contrasting two interviews by the police department. One is an in-
ternal enquiry by Chinese officers, the other a meeting of the promotion board which allows us
to finally meet the “English guys” and see them interact with their Chinese subordinates. The
duality between cop and criminal which gave the first movie its driving motif is replaced by a
duality between different types of cop. Thus, the central theme is no longer crime, but race. The
genteel, blinkered Caucasian officers on the promotion board — analogous in some ways to the
Western viewers and critics who expressed such admiration for Infernal Affairs — are dimly
aware of issues of cultural sensitivity, but profoundly removed from the intricacies of what’s
happening on the streets of Hong Kong. While they discuss the niceties of a possible promo-
tion, or the potential repercussions of the handover, their Chinese counterparts work hard to
resolve a messy, ugly situation whose outcome will seriously affect the war on the Triads. “We

want everyone to know that Hong Kong isn’t run by the Ngais,” Wong is told by a colleague,
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and it is this genuine investment in the power struggle on the streets which distinguishes the
Chinese officers from their British overseers, however benign and efficient the latter group may
be. The city belongs to the Chinese simply because they’re the ones who suffer from Hong
Kong being dominated by crime. The scene not only marks the sequel as being more inextrica-
bly linked with Chinese culture and history than its predecessor was, but encourages the audi-
ence to think of the series’ defining subject, crime in Hong Kong, in the context of China’s rela-
tionship with the West. The audience who sat down for the sequel to a taut, streamlined thriller
are being asked to consider questions of imperial subjugation. This thematic agenda becomes
most explicit when, for the first time in the trilogy, a Chinese character is called upon to explain
an aspect of Chinese culture to a foreigner. Ming summarises his thoughts on how the people
might respond to the upcoming change of government by remarking that his countrymen are
by nature “sentimental.” This sentimentality, this pervasive nostalgia for nebulous aspects of the
past, is a key aspect of much contemporary Hong Kong cinema and popular culture and co-
lours much of the film’s attitude to Hong Kong social history. Finally, at the end of this cross-
cultural encounter, both between a Chinese policeman and his Western superiors and between
Chinese filmmakers and their Western audience, Ming concedes that the altered status quo will
complicate his job but states nonetheless that “I strongly believe in myself. Sir.” That the charac-
ters on both sides of the law are more driven and proficient than those conventionally depicted
in Western crime movies has been a subtle distinguishing factor for the series since the first
film, but in this scene it is articulated, and articulated to a foreigner. That these are people with
a different perspective on life, work and ethics to the inhabitants of a Western city, people who
have been taught complete dedication to their chosen professions and who strongly believe in
themselves, affects the way that this story will unfold and roots the action very firmly in its con-
text. The film-makers are now explicitly defining unique elements of their native culture to a
foreign audience, rather than downplaying such elements in favour of the story as the first film
did. In taking this approach, the trilogy alters irreversibly the nature of its relationship with
non-Chinese viewers. This story of cops and criminals has become a story of national identity,
structured in such a way as to offer necessary explication to those with little or no knowledge of
China’s culture or recent history. This second film, and by extension the trilogy it’s a part of, is
using a genre form to supply such viewers with important information about its country’s cur-
rent national condition, a bold and unexpected move which makes explicit an entire conversa-
tion between text and viewer previously present only as an undercurrent. By the end of the
movie, as the night of the handover ceremony sees the characters in forms closer to those they
had in the first film, Chinese viewers are merely presented with an enactment of a central mo-
ment from their recent history. Viewers from the rest of the world are shown something differ-
ent: the contextualisation and minute human effects of social changes in a foreign country,
characters they have grown fascinated with guiding them through its various consequences.

They are invited to understand and engage with the implications of an unprecedented change
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in another nation’s structure, and it is very likely that a large number of them finished the film
with both a greater knowledge of how the process of the handover took place and a more defi-
nite sense of that process’s impact on the individual within Hong Kong. The film has both
changed the trilogy’s ultimate shape and challenged itself to offer a window on matters central
to the current status of its country, to those less likely to have practical awareness of these. Infer-
nal Affairs II marked a significant achievement in realising the potential of world cinema to
carve out a place in popular culture for the recognition and understanding of important global
questions. If this illustrated a deeper eloquence and resonance in the conversation between
Hong Kong cinema and world audiences than might previously have been suspected, it was

only one of several films that were doing this in equally intriguing and surprising ways.

The Western Response and Contemporaneous Changes in the Perception of Asian Cinema

Infernal Affairs received many favourable notices on its release in England and America. Its
incorporation of Hollywood motifs had stood it in good stead, as it was felt by some viewers
to actually have something to contribute to these traditions rather than being a regurgitation
of them. To take motifs from Heat might create some interest in your film, but for people to
suggest that it’s a more disciplined, engaging film than Heat puts you on an equal footing to the
Hollywood big hitters. The second film was even better received, and, once again, American
precedents were of great use to people trying to put the film in to context: a prequel to a pan-
oramic crime drama can have no more auspicious precedent than The Godfather: Part II. Those
viewers who would have to be persuaded to even watch a film in Cantonese with English subti-
tles might theoretically find their kneejerk reaction tempered by the awareness of a Hollywood
influence in the makeup of the film. To quite how original a use that influence had been put
would perhaps not be fully apparent until Sam looked out at the fireworks on the night of the
handover: the familiar becomes the foreign through a very slow and patiently executed process.
However, the film’s attempt to ingratiate itself in this way might not have been as necessary in
practice as it would have been a few years previously; by 2003, the foreign was more familiar to
a consumer of Hollywood cinema than it had ever been before.

The early 00s quickly gave rise to a cultural climate far more receptive to world cinema
than it had been previously: the rise of a number of distributors of foreign language films, to-
gether with the increased availability of non-Hollywood productions through DVD and the in-
ternet, made international film a less obscure and elite proposition than it had been as recently
as the mid 90s. This change in the market coincided with a crop of impressive Asian films
which, in different ways, had something to recommend them to one sub-section or another
of the Western audience. These ranged from the lyrical, picturesque action movies of Zhang
Yimou to the more bizarre and unsettling likes of Old Boy and its ilk, films that were grouped
in the UK under Tartan DVD’s “Asia Extreme” label. The change in the type of movies the East

was producing together with the change in the environment they subsequently emerged into

The Infernal Affairs Tri]ogy and Hong Kong Cinema’s Relatlonship with the External World |67



DISCUSSION PAPER

led to a completely new identity for Chinese, Hong Kong and Korean cinema, and one more
amenable to an equal cultural interaction with Hollywood cinema. As the films seemed, in nu-
merous ways, more suited to the Western market place than Asian films previously distributed
in other countries, so Western cinema began to integrate its ideas and innovations. Although
this was nothing new, the manner in which it was done was. Rather than simply taking the
most easily translated elements of Asian cinema and strongly colouring them with American
pop cultural elements, as had been done in 80s and 90s attempts to break Hong Kong martial
arts stars in American films, Hollywood aimed for a certain authenticity by trying to demon-
strate a genuine awareness of Eastern film culture and history. When Quentin Tarantino made
his homage to martial arts cinema, Kill Bill, he didn’t so much borrow from Asian cinema as
actively incorporate its techniques and many of its key artists, filming whole sequences in
Mandarin and Chinese and commissioning a Japanese anime company to animate a central se-
quence of the film. The apparent intent was not to render a foreign culture more palatable for a
domestic audience, but to reach as convincing an approximation of its nuances as possible. In
the commercial environment that existed at the time, Tarantino’s approach was the only viable
one. With subtitled versions of Chinese Wushu movies enjoying significant commercial and
critical acclaim in the West, audiences were now more than capable of distinguishing between
the genuine article and a careless imitation. Over the first half of the 00s, many viewers had,
thanks to the cinema and DVD releases of films such as Zatoichi, Crouching Tiger, Hidden Drag-
on and Spirited Away, learned the necessity to engage with these movies on their own terms in
order to appreciate them as fully as possible. The far increased opportunities to see these films
in non-Asian countries and the influence they exerted on Hollywood films led to the effective
abolishment of numerous absurd “chopsocky” preconceptions about Hong Kong cinema and
an increased understanding of the variety of genres and styles that it offered.

The sequels to Infernal Affairs benefited both from this new willingness to accept unfa-
miliar cinematic styles and from having a recognisable link to the more familiar. Next to the
dreamlike artifice of Hero, the narrative, mis-en-scene and acting styles of something like Infer-
nal Affairs II seemed far more conventional. Familiar genre tropes and comparisons by review-
ers to Michael Mann’s Heat or the Godfather movies put the film in a context which served to
make the less familiar cultural and political aspects of the film less daunting. Thus the gamut
of Chinese films available to foreign audiences extended from the likes of the Wushu movies
— aesthetically hugely and beguilingly eccentric but, at their core, abiding to the rules of the
traditional action movie — to Lau and Mak’s trilogy of films, welcomingly familiar in form yet
holding a rich undercurrent of insight into contemporary China.

The critical reception to Infernal Affairs II in England and America ranged from the patro-
nisingly respectful to the rapturous. As already noted, it seems fair to assume that a very pre-
cise mixture of foreignness and familiarity led to this positive reception, but once the trilogy

had found acceptance in the West it became integral to the discussion of international popular
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cinema and fluctuations within the crime genre. It was only one of several contemporaneous
Chinese films to find audience acceptance abroad, but the type of Chinese cinema it made a
place for in foreign estimation was very different to those represented by its contemporaries:
it had both contributed a new perspective to traditional cop movie plot points and brought at-
tention to issues intrinsic to its home culture. It not only offered a response to Hollywood, but
asked a response to itself in return, and the dichotomy between Hollywood and international
cinema had altered so much in a few short years that American cinema’s traditional responses

to a successful foreign film would no longer be tenable.

“I don’t want to be a product of my environment:” Conclusion

That a Hollywood studio bought the rights to Infernal Affairs as the basis of the film that
would eventually become Martin Scorsese’s The Departed is very much in keeping with Hol-
lywood tradition. The film had too potent a central idea and had been too much of a success to
not be put to use in the studio mill. This response to the knowledge of a successful foreign film
dates back to the recreation of Seven Samurai as The Magnificent Seven, and the manner in which
the story was translated to a new milieu in William Monahan’s screenplay was extremely tradi-
tional: analogous American organisations or members of the public were substituted, morally
ambiguous behaviour on the part of the star characters was removed, a relationship from the
original movie was changed in to a more conventional love story. The Departed, perhaps due to
the pedigree of its own cast and crew, won a great deal of acclaim in its own right; its Boston
setting, along with a boisterous performance from Jack Nicholson, separated it sufficiently from
the original film for it to have its own identity. Any criticism of the filmmakers for a perceived
cash-in on a comparatively small Chinese film was minimal. That the Chinese film’s subsequent
fate differs from that of Akira Kurosawa’s movie, withdrawn from release in America after the
success of The Magnificent Seven, is simply a result of the broader and more democratic condi-
tions that now exist for foreign language films, together with the aforementioned growth and
alteration in the perception of Chinese cinema. Infernal Affairs has not been forgotten or su-
perseded as the result of a Hollywood remake. Its place in history has not been crushed by the
power of Hollywood. The power of the internet and DVD meant that word of the original films
only spread faster and wider as a result of the remake. People have been able to discover the
original film and judge its merits relative to Scorsese’s film.

Infernal Affairs has been able to hold its own in this cultural battle partly for the reasons
listed above, and partly because it is a more aesthetically distinctive film than The Departed,
creating its own unique milieu where the latter settled for a mis-en-scene reminiscent of seven-
ties American cinema. It therefore invites imitation more readily. Perhaps the biggest illustra-
tion of the Chinese film’s enduring impact was in The Dark Knight; Christopher Nolan’s film
consciously emulated the epic crime movies of Scorsese and Coppolla with its vast American

cityscape and interlocking crime movie, but in its second act finds time to homage a different,
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but equally evocative and distinctive, crime film milieu. As Peter Bradshaw pointed out in his
review, the Chinese city that The Dark Knight’s corrupt accountant runs to feels and looks not
just like Hong Kong, but like the Hong Kong of the Infernal Affairs movies. To emphasise this
probable homage, that accountant, Lau, shares his name with the director and co-star of the
Infernal Affairs trilogy.

Infernal Affairs I1I closed the trilogy in a different environment to that which had awaited
the third movie, and that film’s more experimental shape shows how much bolder Lau and
Mak had become. Its courageously challenging structure showed a willingness to plough new
ground, perhaps because the three films, between them, had done so much of this and been
richly rewarded by critics and viewers. Hong Kong cinema has reached an age where its audi-
ence is broader than ever before and, due to the variety of genre, mood and theme among its
international successes this century, from Hero to Infernal Affairs, it now has an audience likely
to prove receptive to films even more unusual than the trilogy at the heart of this article. To-
day’s smaller world can comprehend international films in world cinema in a way previously
unthinkable, and those filmmakers capable of understanding the aforesaid world, with its wider
inclusivity of different cultures and perspectives, are capable of making films as remarkable as
those of Mak and Lau and, in years to come, contributing to an even more powerful and ex-

pressive personality for Hong Kong films.
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6. CITIES, LABOUR MIGRATION AND
SOCIAL EXCLUSION:COMPARATTVE REFLECTIONS
ON DEVELOPMENTS IN EUROPE AND CHINA

David Etherington

Abstract

One of the key features of globalisation is the increasing international migration of
labour. In Europe, the pattern of migration has been shaped by movements within the EU
(from poorer Mediterranean and former Socialist states) and from developing countries. In
China the pattern of migration has been from rural areas to the cities accelerating during the
economic boom and structural reforms. Whilst there are significant differences occurring be-
tween the EU and China in relation to patterns and dynamics, there is a common inter linked
thread — geographical uneven development as a major stimuli, the shift towards neo liberal
and market based policies reflected in market deregulation which has intensified labour ‘ex-
ploitation.” The other, and related, is the role of government policy in controlling mobility .
The paper focuses on these commonalities by providing an overview of the main dynamics
of migration and exclusion in Europe and China’s cities. The paper then focuses on migrant
workers as agents and actors who posses mobilising capacities within cities and the implica-

tions of this for an inclusive labour politics.

Introduction

Since the economic reforms in the 1980 and 1990s, China has experienced unprecedented
economic growth as the country became integrated into the global economy. Accompanying
this growth was labour migrations on an unprecedented scale particularly from the rural hin-
terlands to the growing cities on the East Coast (Tunon 2006). Similarly, within the European
Union, a new wave of migration has accompanied enlargement and the inclusion of the formed
socialist countries into the EU political and economic process. Labour migration flows have
tended to be concentrated (although not exclusively) in the major cities but as the current re-
cession bites, with increasing unemployment and social inequalities questions have been raised
about the impact of immigration in terms of marginalisation and exclusion of a significant
group of workers (Williams 2009, Wills 2009). Labour migration has emerged as a political
issue and fuelled the rise of right wing populism and mobilisation within some of the EU mem-
ber states fuelling ethnic and racial tensions. Similar debates are emerging within the Chinese
polity only to be intensified as the recession and more difficult economic conditions adversely
impacts on urban economies and labour markets. The purpose of the paper is to provide an
overview of the key processes —both common as well as divergent - and causes of contempo-
rary urban labour migration within the EU and China, focusing on the way these processes are
inter linked with social exclusion. The paper provides, through case studies of London and Co-
penhagen in Europe and Shanghai in China, analysis of processes of exclusion and examples of

where migrant labour are negotiating and contesting their social and working experiences.

Some The Oretical Reflections on Labour Migration and Urban Exclusion

Marx considered that the relationship between the population of the working class and

72 | Cities, Labour Migration and Social Exclusion: Comparative Reflections on Developments in Europe and China



DISCUSSION PAPER

process/rate of capital accumulation was of crucial importance. The law of capital accumulation
states that the demand for labour in grows more slowly than the rate of capital accumulation. A
relative surplus population — reserve army of labour (RAL) - is formed from the expansion of
capital and replacement of labour by new technological innovations (Marx 1976:781-794 c..
Rosdolsky 1977:245-246 ). Immigration and migration has been crucially important in terms
of reconstituting the industrial reserve army in developed capitalist countries. As capitalism
experienced labour shortages after the Second World War, labour migration was encouraged by
the state and capital so that workers from other, often less developed, countries were recruited,
the majority into low paid unskilled work. The geographical patterning of labour migration
relates directly to the processes of uneven development and the differential demand for labour
within cities and regions (Castles and Kosack 1972 c.f. Moller and Lind 2000:25).

Both growing and less developed or disadvantaged cities and regions in the more advanced
economies are sources of demand for labour which can reinforce uneven development. Within
the advanced economies in migration as it serves as supply of cheap labour can reinforce low
wage and skills local and regional economies such as the Older Industrial Regions which have
tended to be characterized by depressed labour markets (Etherington and Jones 2009 Perrons
2009 Williams 2009).

When discussing the European context it is important to highlight the variations in nation-
al welfare and labour regulations and therefore patterns of urban exclusion within the member
states. Liberal market welfare economies are characterised with mean tested and residual
welfare arrangements and weak industrial relations systems in terms of collective agreements
and trade union influence. In contrast, universal (social democratic) welfare regime comprises
relatively generous benefits and comprehensive access to social and welfare services combined
with coordinated collective bargaining and strong trade union influence in social and economic
policies. This difference between regimes is therefore shaped by industrial relations and collec-
tive bargaining arrangements and the degree of labour movement and trade union engagement
with the political process (Esping Andersen 1992 (Hall and Soskice 2001). For China, the
economy was formerly controlled mainly by the Government as part of a centralised state so-
cialist planning system but has moved towards a transitional economy with the increasing ori-
entation towards the market facilitated by the collapse of the State Owned Enterprises (SOEs)
and the promotion of the economy for private capital accumulation. The pursuance of market
based economic growth has had major geographical and urban impacts with the movement
on a mass scale from the rural hinterlands to the Eastern coastal city regions. In this respect an
equivalent reserve army of labour has been mobilised on a massive scale in China’s core urban
centres (Wu 2004 ).
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Patterns of Urban Labour Migraton and Exclusion in EU and China
EU Labour Migration Trends

The post war period was characterised by the recruitment of temporary or ‘guest workers
mostly from Southern Europe, Balkans Turkey and North Africa. The second phase of labour
migrants originated from the ‘A8’ countries of former Eastern Europe. It is estimated that the
foreign resident population in 15 European Countries is just over 20 million although this may
be an underestimate (Alexander 2006:2). Major EU ‘migrant’ cities are shown in Tablel. One
of the characteristics of migration is the increasing disadvantages and discriminations that they
experience within Europe because of poor housing, un- regulated and oppressive working con-
ditions and practices, lack of access to social and welfare services (Eurocities 2010, European
Anti Poverty Network 2009).

Migrant Labour and Disadvantage in London and Copenhagen

The analysis of labour market position and disadvantage in London is complex and highly
differentiated. Long term migrants from BME populations are particularly disadvantaged —
40% live in low income households compared to 20% of the white population. London displays
all the characteristics of the LME deregulated labour markets and a particularly high incidence
of low paid and non unionised work places. The incidence with respect to low pay is striking
— about half of Bangladeshi employees are paid less that £7.50 an hour compared with 10% of
white people (MacInnes and Kenway 2009:59).

Table 1 Major EU Cities and Migrant Populations

City Population 9% of migrant population
London 9.5m 30
Frankfurt 660,000 28
Rotterdam 591,000 32
Brussels 953,000 29
Paris 2,126,000 22-41
Athens 772,000 18-22
Amsterdam 739,000 49
Bradford 457,000 20
Zurich 336,000 28
Copenhagen 503,000 8

Source: Adapted from Alexander M (2006)

Recent research has highlighted how migrant workers tend to experience deteriorating
working conditions, working unsociable hours without compensation, no overtime pay or ac-
cess to a pension scheme. Furthermore, around 44 percent of migrants from poorer countries

who have been in London for more than three years are still located in the bottom 40 percent
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of the labour market (Wills et al 2009:622).

There is a complex array of social and economic policies delivered by government agen-
cies, local authorities and trans- London agencies such as the London Development Agency
(and the London Skills and Enterpise Board) which tackles social exclusion in which migrant
communities will have an impact upon minority ethnic communities (London Child Poverty
Commission 2009). Principally the Department of Work and Pensions (DWP) — the govern-
ment employment services has established ‘City Strategy Pathfinders ‘in deprived areas which
bring together services and agencies with the aim of reducing child poverty and increasing
employment rates. As part of labour market policies migrant communities are receiving special
assistance under the ESOL programme as part of the Government’s language skills strategy.

Denmark (and Copenhagen) has a different tradition and pattern of migration to the UK
comprising largely of asylum seekers, refugees and family reunification mainly as a result of
former liberal immigration policies with a relatively low proportion (7%) compared with oth-
er Member states — although this has increased dramatically during the last 10 years (Leibig
2007). One important reason for this is the nature of labour regulation and collective agree-
ments which shape employer and employee labour relationships. High union densities and
minimum wages determined by collective bargaining ensures a strong social protection model
and gives little space for employers to offer differential employment conditions as is the case
in London and other less regulated regimes (Wrench 2004). Like other countries the immi-
grant status has been high on the political agenda with the Liberal Conservative Government
has been pursuing an anti immigrant rhetoric as well as targeting immigrants with respect to
placing tougher conditions on access to welfare benefits. The employment rates for non EU
immigrants are markedly lower than Danish nationals (44.9% compared with 73% ) and the
corollary of this is that this group comprises the largest number in the long term unemployed
bracket in Copenhagen (51.1% compared with 30.8%) (M-Ploy 2008).

Denmark has pursued an ‘integrationist’ strategy in relation to immigrants involving two
key strategies. The first, implemented in the late 1990s by the Social Democratic Government
relates to neighbourhood renewal concentrating resources and initiating special social projects
in working class neighbourhoods (‘kvarterloft’) with large concentrations of immigrants (Cole
and Etherington 2005). This was phased out and replaced by the liberal conservative govern-
ment policy of targeting immigrants in terms of improving their employability as well as tight-
ening of eligibility to benefits and cuts in real terms for immigrants.

In addition to the provision of employment services Copenhagen local authority has
tended to adopt relatively enlightened policies and programmes to assist immigrants due to
the dominance of social democratic politics and the integration of the social partners within
the municipal administration decision making. Copenhagen local authority has established

positive action policies in terms of recruitment, contract compliance for employing immigrant
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groups and established a Citizens Advice Service to assist the representation of people experi-

encing discrimination (Cities for Local Integration Policies 2009).

Chinese Urban Labour Migration Trends

In China (and other post socialist regimes), urban social exclusion is derived from the
transition to liberal market economies with the making of a working class from mass migra-
tion as millions of people moved from the rural regions and communities to the cities where
capitalist enterprises and the market were being implanted on the Chinese economy (Fu
2004). This transition has led to a paradox and contradiction; increasing economic growth and
bringing more people into the labour market but at the expense of accelerating urban poverty.
The constitution of the RAL in China is a product of the relaxation of rules about population
mobility and the insatiable demand for labour by the rapidly growing urban economies in the
Eastern Seaboard. The rural migration movement referred to above is an outcome of these
processes.

Labour migration in China is a response to and component part of complex economic
social and political forces — industrialisation, marketisation, urbanisation and hukou liberalisa-
tion which is integral to the movement towards a transitional economy as described above.
The state control of population movement is through hukou which entails the registration of
households conferring special rights to employment and access to welfare services. The hou-
kou system has operated to confer residency and citizen rights for certain sections of the popu-
lation who move, and the majority of labour migrants from rural areas tend to be excluded and
have a ‘non citizen’ status. Tens of millions of people have migrated from the rural western part
of China to the Eastern growing cities. In 1985 migration amounted to 40million people but
by 2003 this exceeded 140 million people (Chan and Buckingham 2008). As Table 2 shows
the main growing cities have significant numbers of non registered or floating population.
Also of significance, Chinese migration has been internationalised in recent years — in the UK
Chinese immigrants were the third largest group to enter the UK after Poland and India (Pieke
and Xiang 2007).

Table 2 Chinese Regional Urban Systems and Labour Migrants

City Region Population (million) | Proportion of migrant pop (%)
Yangtse Delta 76.9 23.07
Pearl River 33.7 30.67
Beijing Tianjin Corridor 26.4 27.48
Zhejiang Corridor 114 25.44
Eastern Guandong 184 10.36
NE Cluster 18.6 15.12
Baoton — Hohhot Cluster 54 31.83

Source: adapted from Chaoui et al (2009:29)
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According to the 2000 Census 131 million people were resident outside their place of
household registration — one tenth of the total population and rural migrants comprise 40%
of the total labour force. Migrants are mainly employed in specific economic sectors such as
— construction, manufacturing, retail and service industries. Considerable proportions are
working in the informal economy and self employed. Approximately 52% of migrants are self
employed and only 12% are employed in the public sector compared with 68% of the local
workforce (Tunon 2006:10).

Low pay and poor/precarious working conditions underpin migrant social exclusion in
the cities with the average working class wage for migrants significantly below the resident
population (Tunon 2006 Li and Edwards 2008). In 2004 there were 136,000 fatalities from
workplace accidents and migrants account for 80% of deaths in mining, construction and
chemical factories (Tunon 2006:12). Access to welfare is restricted and a small proportion of
migrant workers; 5% of labour migrants obtain full or partial pension insurance and less than
3% enjoy partial unemployment insurance. Although Chinese labour code is relatively pro-
gressive for a transitional economy (see Croucher and Miles 2010) as it state minimum labour
rights including contracts relating to working hours, conditions and pay rates.

Economic growth has given rise to what Kochhar (2008) describes as a ‘new rich class’
and a ‘new poor class. It is estimated that gini coefficient as a measure of inequality has in-
creased from 0.16 in 1978 to 0.32 in 2000 (Hao nd:10) and rising to 0.46 in 2006 (Kochhar
2008:17 see also Wu 2004). A study by the Chinese Bureau of Statistics in 2001 estimated that
20 to 30 million urban registered workers had fallen into the poverty trap — rising to 40-50
million taking into account family dependents (Kochhar 2008).

Government Anti Poverty Policies

Since 1998 the state has provided two minimum income guarantees — one is an income
for laid off workers provided by a re employing centres and the second, is a basic income for
retirees. In addition there is a Minimum Living Standard Scheme which is a social support for
residents living below the minimum level of income and paid by the local authority (Kochhar
2008). The state has instigated large scale initiatives to address vulnerability and exploitation
of migrant workers including a national campaign against defaulting firms so that wages were
paid to workers, insurance against work place injury, and guarantees in some cities, services
to migrants enjoyed by residents (Turon 2006:21). In many cities social organisations have
emerged providing poverty relief — for example in Shanghai (see below) Charity and Poor
Relief Foundations raise money to assist those who have not access to services and the local
government has established medical care and health services to address the increasing health

inequalities that have arisen during the boom years (Yan 2008).
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Migrant Labour and Disadvantage in Shanghai

Shanghai typifies a city that has rapidly become a global metropolis — rapid industrialisa-
tion accompanied with a the rate of redevelopment has been at quite dramatic proportions. In
the past 10-1S years 4,000 sky scrapers of eighteen stories or higher have been erected and the
total demolished residential floor space amounted to 31million square metres. This has im-
pacted on 704,423 households and about 2 million resettled residents. Shanghai has become
a city with a rapidly expanding luxury housing sector and privileged wealthy elite with direct
economic and social connections to the global economy - or the new rich class as referred
to above. Shanghai is also the number one city for foreign owned companies accounting for
14.5% of the workforce (Chen and Sun 2007:2334).

Parallel with this development is the transformation of the State Owned Enterprise
(SOE). Prior to the national economic reforms the SOEs were the main source of employ-
ment, and also accounted for the relatively egalitarian nature of the labour market because of
the access to welfare and social services that SOE employment conferred. The restructuring
of the SOEs involving rationalisation, privatisation and closure in Shanghai has had substan-
tial impacts on employment opportunities. In 1980 the proportion of employment in SOEs
was 76.9% and in 2003 this had reduced to 26.8% (Yan 2008:19). Increasing unemployment
and poverty has affected both the indigenous and migrant population although a key issue
for migrant workers is not only their disadvantage in the labour market. A key area of tension
is not only material poverty resulting from labour market exclusion but also “the urban poor
suffer...also serious violation of their political, civil and social rights..and urban migrants lack

any rights to participate in any rule making process”( Yan 2006:11).

Organising and Empowering Migrant Workers
The European Union

Traditionally there has been ambivalence by the trade unions towards migrant workers in
relation to recruitment and representation (Kahmann 2002), although now, there is increasing
evidence that they are becoming more important actors as unions address the social inequities
of low paid and insecure labour markets of which most migrant workers are a large component
part. This includes special recruitment drives, cross border links between trade unions and
information advice and guidance in terms of employment rights (Meardi 2009 Hardy and
Fitzgerald 2009).

London

Although low trade union densities and weak collective bargaining is an inherent com-
ponent part of the UK industrial relations system, nevertheless, major trade unions have de-
veloped strong equality policies, including, for example facilitating the organisation of black

workers within the unions (Wrench 2004). With the onset of immigration from A8 countries
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(from Eastern Europe) unions have allocated resources (such as through the Union Learn
fund) to address language barriers and to recruit migrant workers and it is in this context that
the labour movement generally has been open to campaign work with NGOs and civil society
organisations representing migrant workers. In the face of racist attacks by the fascist British
National Party and English Defence League, and this mobilisation intensified during the Gen-
eral Election of May 2010.

In the context of deregulated labour markets and weak collective bargaining structures
the organisation of migrant workers in London has been via joint activities between London
branches of the more powerful trade unions such as Unison and Unite — the UK major union
representing public sector workers and civil society organisations such as London Citizens. An
integral aspect of globalisation and migration is the outsourcing and subcontracting of activi-
ties such as cleaning to firms using low paid and non standard forms of employment. It is a way
of cutting costs in a highly competitive market and this is facilitated by weak or non enforce-
ment of basic health and safety and employment rights. A key focus of the campaign has been
to engage with immigrant workers and pay a ‘living wage’ in relation to an hourly rate that will
return a sustainable income. As a result of London Citizens contact with vulnerable workers,
this has facilitated empowerment and mobilisation capacities through social solidarity actions.
For example cleaners in banks and a university have gained hourly wage increases and im-

proved working conditions through joint actions in targeting employers (ESRC 2009).

Copenhagen

Since the 1990s the Danish trade unions have taken a more pro-active stance in relation to
immigrants and migrant labour establishing a number of initiatives including the publication of
a booklet providing basic information about joining trade unions and the Danish labour mar-
ket, recruiting people of immigrant origin to provide advice about labour market and training
as well as actively recruiting immigrants to the trade unions. The existence of coordinated col-
lective agreements and social partnership has influenced the negotiations between trade unions
and employers relating to migrant labour rights. In 2002 the Danish TUC (LO) and the Em-
ployers Association (DA) signed an agreement relating to rights of access to language training
within an Enterprise and providing training in works time, and ensuring that skills of refugees
and migrants should be converted into Danish recognised qualifications (Wrench 2004:12-13).

In Copenhagen, a city with the highest concentrations of immigrants in Denmark, the
trade unions have been active in developing closer links with migrant workers. An example is
a recent survey of Polish workers in the Construction Industry carried out by the University
of Copenhagen and funded by the social partners. The survey found that many workers were
classed as ‘posted workers’ in that they were working directly for foreign countries with pay
and conditions that were not determined by collective agreements. Significantly, by the end of

2007, 2,900 construction companies were operating in Denmark (and many operating in Co-
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penhagen because of a building boom in this period) and only 70 were members of the Dansk
Brygerri — the employers association for the construction industry (Hansen and Andersen
2008). This survey was an integral part of a campaign by the trade unions to address a threat
that posted workers pose to collective agreements.

As highlighted above, high proportions of immigrants once made unemployment face
considerable barriers getting back into the labour market which has led trade unions to un-
dertake more outreach activities with marginalised groups. For example, Greater Copenhagen
TUC has obtained funding from the Copenhagens Local Employment Committee (in 2008)
with the aim of network building and form a partnership contract which integrates margin-
alised groups (people on sick benefits and immigrants) within the day to day working of the
network (Etherington 2008).

China

As to be expected organising migrant workers in China is a complex and foreboding chal-
lenge. There exists one legal union — All China Federation of Trade Unions (ACFTU) which
has a total of 34 million migrant worker members and made a target of recruiting 70% of all
migrants by 2008. In addition to ACFTU women are represented by the All Chinese Womens
Federation which has a strongly activist membership campaigning for women’s rights in and
outside the work place and focusing in particular upon human trafficking (Tunon 2006:28).
There are a significant number of Non Government Organisations (NGOs) operating in China
comprising strong advocacy and mobilisation agendas and activities. A key area of pressure is
to enforce companies to implement what are relatively progressive and advanced labour stan-
dards established by the national government. This in itself poses dilemmas because if imple-
mented, it would lead to increasing production costs for enterprises already running on tight
profit margins. Furthermore, local authorities who are responsibility for ensuring that labour
standfards are competing on low labour costs in order to attract investment (Tunon 2006:21).

Migrants are active agents and develop different coping strategies to resist and contest
their poor conditions. For one, ‘they act with their feet’ and return to rural communities be-
cause of the poor living conditions. In some city regions, and in certain industries workers will
form their own collective and individual bargaining strategies to improve wages and conditions
(Li and Edwards 2008). Labour unrest has been on in the increase in the major cities. Two
segments of the working class are at the forefront of labour mobilisation; migrant workers in
the export orientated coastal cities, and non employed groups including pensioners and un-
employed workers in the ‘rust belt. In the mid 1990s unrest became more widespread and the
state response has been to accelerate reforms (see above), use more repressive policy strategies
to break up and dampen down protests, and to support a ‘legal rights” approach. This opened
up a space for more and more NGOs and civil society organisations to “inculcate rights con-

sciousness and legal knowledge among aggrieved workers” and this individual rights approach
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has been seen as an alternative to collective and solidarity action (Lee and Chan 2008:10).

However, Lee’s (2007:164) study of organisation and protest records a 30% increase in
the numbers of arbitrated labour disputes since the early 1990s with the majority of these
related to claiming back pay because of illegal wage reductions, actions against arbitrary disci-
plinary measures by employers, and enforced redundancies. The number of mass demonstra-
tions and incidents of disturbances recorded by the Ministry of Public Security reached 87,000
in 2007 illustrating the increasing numbers involved in protests, strikes and demonstrations
(see Lee and Shan 2008).

Shangai

Migrant workers organize their daily life and work through informal connections and net-
works from their home villages and networks built up within the factory, and in their residen-
tial areas. They use these networks to get financial help, emotional support and information
on the labour market. In Shanghai, two dynamics operate which are stimulating protest and
mobilisation of the urban poor. The first is the ghettoisation of workers, with migrant enclaves
forming with “appalling conditions” and resentments being felt as a result of the hukou system
which acts as a mechanism similar to guest worker contracts in Europe (Wu 2004:418). Sec-
ond, with the rate of bankruptcy’s of SOE accelerating during the 1990s and beyond , many
workers have been faced with financial destitution, and the ‘Socialist Social Contract’ which
has been strong in this city has been subject to challenges (China Labour Bulletin 2008).

Yan (2008) has studied the various mobilisation strategies adopted by unemployed peo-
ple and the destitute in Shangai, ranging from land protests, demonstrations against housing
evictions, lobbying outside the municipal government against oppressive employer practices
(Yan 2008:19). More recently protests against factory closures as a result of the economic
down turn have taken place and over a 1000 workers, mainly women, held a demonstration
and ‘sit in’ outside factories where the employers had failed to pay out bonuses and benefits
(Sunday Times February 1 2009).

Conclusion

This paper has attempted to explore the common denominators between the EU and Chi-
na with respect to patterns and processes of urban labour migration and social exclusion. In
both regions a key feature of global labour migration dynamics is the dominant political strate-
gy of neo liberalism, the promotion and restructuring of capitalist economies where social and
labour regulation gives primacy to the operation of the market, and freeing up the mobility of
labour (and capital). Neoliberalism is also a strategy which shapes the power and bargaining
relations between labour and capital with the aim to reduce labour costs through deregulation,

imposing restrictions on work place organisation and collective bargaining. Whilst social and
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economic policies at the national level and within cities are of crucial importance to addressing
social exclusion, these need to be closely linked to employment rights and opportunity capaci-
ties within the work place as mechanisms for an inclusive labour market for migrants and other
disadvantaged and discriminated groups. As the paper also identifies, migrant workers through-
out the EU and China, as well as in other global locations possess agency and capacities to re-
sist and contest discrimination and exclusion. More research needs to be undertaken to record
and analyse patterns of mobilisation as this is now emerging an increasingly important element

of labour movement politics (Hardy and Fitgerald 2008).
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