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ABSTRACT

This study provides an empirical examination of the design and
modification of China’s urban social security programme. In doing
so, this study complements the popular assumption regarding
the correlation between economic growth and social security
development. Focusing on the economic and political motivations
behind the ruling party’s decision to implement social security, this
study first discusses the modification of urban social security and
welfare in China. It then empirically demonstrates the mechanisms
behind the system’s operation. This study proposes the following
hypothesis: in a country like China, a change in the doctrine of
the ruling party will affect government alliances, negating the
positive impact of economic growth on the development of social
security. In demonstrating this hypothesis, this study identifies a
political precondition impacting the explanatory power of popular
conceptions of social security development.
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Comprising both social security and welfare, China’s social security programme has been

criticised as overly fragmented and unequally distributed. Certainly, it is well-established that those
considered important to the Chinese Communist Party (CCP)—particularly in the implementation
of party doctrine—receive more benefits. This study addresses both of these issues. Meanwhile,
prolonged natural emergencies like COVID-19 have had a severe impact on the operation of China’s
urban social security, resulting in the country’s social security system receiving greater scholarly
attention. This study identifies and demonstrates the decisive impacts of changes in Chinese politics
on urban social security development. That said, natural emergencies like the COVID-19 pandemic
have not led to fundamental changes in the Chinese political regime. Accordingly, this study does
not discuss the impact of COVID-19 on the operation of China’s urban social security system,;
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rather, it focuses on the period prior to, and free of, such long-lasting natural emergencies.'

In China, social security coverage and benefit distribution are shaped by two factors: area type
(urban/rural) and employment status (public/private). First, the system can be broadly divided
according to area type, namely, urban and rural areas (Chang, 2003; D. Liu, 2020). Indeed,
institutional social security was only introduced in China’s rural areas in 2009. Even today, the
structures, benefits, and coverage of rural social security differ from that provided in urban areas.
As this study focuses on urban social security development, the rural system is excluded from
analysis. In this respect, social security provision also differs according to an area’s degree of
development: while social security structures are generally similar in different towns, the amount of
support decreases as one moves from the advanced east to the less-developed west. Second, China’s
social security system can be further divided based on who receives benefits, with CCP cadres and
governmental officials—that is, public employees—enjoying more comprehensive coverage and
benefits than private employees (G. Huang, 2022).

China’s urban social security system comprises five mandatory insurance programs—namely,
pension, health, unemployment, work-related injuries, and maternity—and a housing fund. CCP
cadres and government employees also have access to smaller, but frequently replenished, welfare
programs (Du and Zhang, 2008, pp. 1-22; Qin, 2015). Using a model (G. Huang and Pang, 2022;
L. Tang, 2012), this study is premised on the notion that the fundamental reason for the adoption
of this social security programme was to implement CCP doctrine and that the system’s design
and operation was based on and shaped by the CCP’s doctrine of economic development. Indeed,
although social security was on the margin of the CCP’s governing system, it was designed as a
means through which the CCP could implement its doctrine. Certainly, the CCP has increased the
collection of resources via this system (X. Huang, 2013) and continues to play a central role in the
deployment of social security (Mok and Wen, 2022; Pan, 2007, pp. 58—67).

Most existing studies on Chinese social security focus on individual programs—such as pensions,
health, and unemployment—and use empirical and comparative methods to evaluate the system’s
development or test previous research observations (Feldstein, 1999; G. Huang and Cai, 2021).
General studies primarily comprise reviews of development records and policies (G. Huang, 2013),
although empirical studies on individual programs are becoming more common (A. Chen, 2004;
A.J. He et al., 2022). While the bulk of extant research is written in Chinese, Dixon’s The Chinese
Welfare System 1949—1979 (1981) remains the authoritative study on Chinese social security
development. As such, international scholars have tended to base their studies on secondary data (G.
Huang and Cai, 2021, pp. 7-11; White, 1998), undermining the reliability of their conclusions. Few
studies have attempted to explain the impact of Chinese politics on the development of its social
security programs in an empirical and testable way. As a typical transition country, the CCP regime
shift from totalitarianism to authoritarianism resulted in the introduction of significant reforms
across China (Yu and Cai, 2015). Scholars have designed some quantitative measures to observe
the impacts of the regime transition on China’s urban social security development; for instance,
scholars have examined the impact of the transition by adopting dummy variables (totalitarianism
set as 1, and authoritarianism as 0) (G. Huang et al., 2016). However, there is still no efficient

"The CCP government has referred to the “Three Year Famine” as the “Three Year Natural Disaster”, despite it being a disaster
caused by politics. In view of the fact that it was a man-made disaster, the development of China’s urban social security is included in
this study’s research period.
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way to calculate the transition strictly, weakening the accuracy of existing observations from the
perspective of regime transition.

Classifying the Chinese social security system as quintessentially “Confucian”, “American-
Pacific” or “East-Asian” (Peng and Wong, 2010), some scholars have highlighted the fusion of the
private and public sectors in the provision of social security. Defining China as a “developmental
state”, others have argued that social security provided a means of stabilising society and promoting
economic growth (J. Liu, 2009). Others, including Dixon (1981), have used the CCP’s focus on
“productivity” to explain the government support of these programmes. Scholars like A. Chen
(2004), Lai and Fujinami (2021) have emphasised the lessons learned from the Japanese experience.
Meanwhile, other scholars have sought to identify the “Chinese characteristics” that explain the
differences between China’s social security programme and those of other countries (Chow, 2000;
Lu, 2021).

In contrast, economic studies usually identify a correlation between the economy and social
security by testing for mutual effects, preferring quantitative methods and statistical data. Classic
economic theories have been highly influential, including the idea that economic development has
a positive impact on social security expenditure (C. Wang et al., 2014). Many scholars use theories
developed in western countries to explain the development of China’s social security programs. For
example, Wilensky and Lebeaux (1958) and Kasza (2006) theorised that an increase in a country’s
per capita GDP will have a positive impact on social security expenditure. While this popular and
widely accepted “Industrialisation” theory has been directly applied to China, its applicability to the
Chinese case has not been verified (Hong and Ngok, 2022; Ke, 2009). To addressing this concern,
this study tests the viability of such an application.

Many Chinese economic studies have focused on social security provision after China’s
economic reform and opening up, typically using economic development and globalisation to
explain the system’s development. These scholars assume that Chinese economic reform ushered in
globalisation and that China adopted a western-style social security system in order to facilitate trade
(Q1, 2013). They also assume that China needs to sustain social security equivalent to that provided
in western countries in order to remain attractive to international investors and increase exports
(Q1, 2013). Although this theory is useful for illustrating the establishment of current Chinese urban
social security, it has yet to explain why the CCP government sought to reform the system in the
first place (Luo et al., 2018; Zheng, 2009). Significantly, the conclusions of these studies have never
been properly tested. This approach also overlooks the impact of politics. By regarding economic
reform as a precondition for the development of a social security system, economists do not feel the
need to examine the impact of politics on the economy. However, political factors have and continue
to play a decisive role in the development of Chinese urban social security (L. Yang and Hu, 2010).
These limitations notwithstanding, economists have provided instructive quantitative measures
with which to test qualitative hypotheses on Chinese social security development. In this respect,
this study uses the proportion of the aged population to evaluate social structure changes, GDP per
capita to evaluate personal economic conditions, and Gini-coefficients and comparative structure
methods to express the results of redistribution implemented by social security (Luo et al., 2018).

In light of the foregoing, this study proposes the following hypothesis: given the authoritarian
regime of the CCP, any modifications to CCP doctrine will affect the party’s governance orientation,
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the resulting change in governance measures and interests negating the positive impact of economic
growth on the development of social security. In other words, the co-varied institutional design
and governance style resulting from changes to CCP doctrine will decisively change the popular
assumption regarding the correlation between socio-economic improvement and social security
development.

This study comprises three sections. Using archival data, the first section provides an overview
of China’s mandatory social security system in urban areas. This section identifies the CCP’s
orientation, while exposing institutional inequality in terms of coverage and benefits as well as
emergent financial issues.

Based on data from the Chinese National Bureau of Statistics, the second section provides a
statistical analysis of the system—from the collection of funds to expenditure. In doing so, this
section reveals how CCP doctrine is manifested in the economic operations of urban social security.
This section also conducts two comparative analyses. First, as China is the second-biggest economy
in the world, many scholars use the OECD as a reference in evaluating the development of China’s
urban social security system (Xu and Qiu, 2014). These studies assume that a country’s GDP
expenditure on social security is positively correlated to the amount of GDP per capita. This study
thus compares Chinese expenditure on social support systems with that of OECD members. Second,
this study designs another metric to compare China to other countries based on industrialisation
theory’s argument that a country’s social support expenditure is positively related to both the size
of its elderly population and per capita GDP (Hong and Ngok, 2022; Kasza, 2006; Wilensky and
Lebeaux, 1958). In doing so, this study provides a more comprehensive evaluation of the current
Chinese urban social security than any previous study.

The third section discusses the mechanisms behind the design and operation of China’s urban
social security system. In order to demonstrate its hypothesis, this study tests the applicability of
Chinese data to popular thinking regarding the correlation between the economy and social security
(Hong and Ngok, 2022). As the development of the Chinese economy fundamentally changed
in 1978, the data are divided into two periods: before and after economic reform. Although the
transition is a good independent variable to illustrate changes in modern China, too many factors
fall under the regime change from totalitarian to authoritarian rule. Scholars thus have a duty to find
the key factors impacting social security development in a transitional country. Beyond the change
in political leadership and the design and operation of political institutions, the most fundamental
change in a transitional country is that to its political doctrine (G. Huang and Pang, 2022). This
study uses the change in CCP doctrine to explain the difference in the relationship between the
economy and social security development. Although the changes in CCP doctrine are difficult to
calculate, no social organisations existed before the regime transition due to the CCP’s strict control
over the establishment of such organisations, providing a useful indicator to quantitatively express
the changes in CCP doctrine. This impact of the change in CCP doctrine is calculated using the
number of social organisations,” and based on the premise that only social groups important for CCP
endeavours were allowed to establish social organisations (J. Hu, 2011). While socio-economic
organisations were forbidden before China’s reform and opening up (S. Wang et al., 2014), almost

*In China, a social organisation is semi-governmental; its authority comes from the support of the CCP government (S. Wang and
Song, 2013). No social organisation could be established legally without CCP permission; no such permission was issued throughout
the totalitarian period.
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all organisations in contemporary China are related to the economy in some way (W. Hu, 2012).
2. An overview of China’s urban social security system

Prior to the introduction of major economic reforms in 1978, the CCP implemented a
comprehensive but unequally distributed social security system that corresponded with its notion of
class-based revolution (Huang and Pang, 2022). The socialist market economy developed quickly,
even as the previous social security system faced bankruptcy (Dixon, 1981; G. Huang, 2022, pp.
334-335). Consequently, a number of reforms were introduced to avoid the recurrence of such
financial problems (Y. Wang and Long, 2011).

The CCP played a crucial role in modifying China’s urban social security system (see the
Appendix, Table A1). Rather than laws, this system is constituted through policies’ drawn up by the
central government. Since 1978, five insurance programmes have formed the basis of China’s urban
social security system: pension, health, unemployment, work-related injuries, and maternity. Prior
to reform, workers were not required to pay premiums and employers paid an amount equivalent
to 3% of human resources costs. In contrast, the premiums for these post-reform programmes are
compulsory and collected from both employers and employees (Yu and Cai, 2015). By charging
workers 11% of their salaries and employers an amount equal to 36%—42% of the human resource
cost, the CCP has freed itself from the burden of financing urban social security (Zheng and Scholz,
2019).

Issued in 2016, a recent decrease in employers’ share of premiums has exposed the CCP’s
attempts to facilitate economic development. Pointing to the downturn of the Chinese economy, the
CCP claimed that a decrease in employers’ contributions would aid in reducing the financial burden
(State Council, 2016). However, this study argues that, having freed itself from the costs involved in
providing social security, the CCP had to ensure the implementation of its doctrine (Shi and Chen,
2009). As a result, employees’ premiums increased despite being subject to the same economic
conditions (State Council, 2016). This supports the argument that the CCP wants to facilitate
economy development, as well as amplify its control of capital, by implementing social security
programmes.

An examination of urban social security reforms reveals that the CCP has prioritised programs
like pensions, health, and unemployment—all of which are necessary for assisting economic
growth. The government invested considerable time in these programs by experimenting with
different options and designs. The remaining programmes—maternity and work-related injuries—
are not prioritised in the social security system (Yang and Zhou, 2001).

The reform of China’s urban social security system has a clear progression (Pan, 2007). First, the
CCP government maintained and gradually adjusted pre-existing programmes to satisfy their vested
interests. Second, they used experimental programmes to provide insurance to groups of fixed-term
workers in public enterprises, who were not covered by labour insurance before reform. Third, the
CCP government selected the most acceptable of the experimental programmes and extended them
to include urban workers in private businesses across China, thereby reducing the financial strain

*In China, a law must be ratified by the People’s Congress, but a policy can be decided by the CCP government alone—even if it
conflicts with an established law.



Political doctrine, economic growth, and the development of urban social security: Lessons from post-reform China

social security placed on public budget. Fourth, the scope of these new programs was gradually
expanded to cover indefinite-term workers in public companies. However, state officials still enjoy
the most generous and comprehensive social security, financed by the treasury.

Insurance premiums are deducted from workers whose incomes range between 60% and 300%
of the minimum wage (Wang and Long, 2011). This means that workers earning more than 300% of
the minimum wage are excluded from paying larger premiums. In other words, those who can afford
high premiums pay a relatively small part of their income, while workers with lower disposable
incomes have to spend a relatively large portion of their income on social security (L. He and Sato,
2008). This has exacerbated social inequality in China. Moreover, the main body of Chinese urban
social security only covers the employed, while the only support system for unemployed people is
a minimum living allowance. As such, the design of the urban support system favours those who
are employed, whereas the vulnerable groups that would benefit the most from such support are
excluded from the majority of programmes. Therefore, the system is actually strengthening pre-
existing socio-economic stratification.

Prior to the social security reform, workers’ social security was financed by a “pay-as-you-
g0” (PAYG) system (Zheng, 2009). Although the system has been fundamentally reformed,
the CCP government still uses these “former measures” to cover “former workers”, with “new
measures” reserved for “new workers”.* Consequently, the so-called “empty account” problem’
emerged, posing a serious threat to the operation of the entire social security system (Y. Wang,
2015). The “empty account” problem refers to the fact that although the social security system
of former workers has changed and has theoretically been financed by the new social pool® and
personal account’ co-ordinated money accumulation system (SPPA), in reality, they have no
personal accounts or social pool (L. He, 2008). The CCP government has thus been using the funds
accumulated by “new workers” to finance the social security of ‘former workers’, emptying both the
personal accounts and the social pool (Ren, 2006). This means the amount of money indicated by
the balance for social security is nominal, as the financing system is still shifting from the PAYG to
SPPA system.

This section can be summarised as follows. First, citizens important for the implementation of
CCP doctrine receive more benefits. Second, the CCP is serious about reforming the social security
system. Third, the design of Chinese urban social security has strengthened pre-existing social
stratification, particularly insofar as it favours employed citizens over the most vulnerable groups.
Fourth, although the current system theoretically adopts a money accumulation financing system,
it actually continues to run as a PAYG system. This incomplete shift has resulted in the “empty
account” problem, severely impacting the sustainability and stability of the entire system.

“The CCP government categorises employees who were employed prior to the social security reform as “former workers”, and those
employed after the reform as “new workers”.

*In the social security financing system, the accumulated money in an individual’s account is nominal. There is no actual money in
the account, since the money has been embezzled by the administration to provide social security to “former workers”, who were not
required to pay premiums before reform and thus had no accumulated funds.

%The employers’ premium accumulates in an administrator-controlled social security account. An employee has a nominal social pool
account until their employer paid the total premium, which can take 15 years or more.

7 . . . . .
The employees’ premium accumulates in their own personal social security accounts.
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3. Social security since 1990

The CCP’s focus on implementing its doctrine when designing the country’s urban social
security system is evident in the historical development described above. It is also evidenced in the
operation of the current system. This section documents China’s social security system in terms of
fund collection and expenditure, areas in which data are the most frequently and reliably recorded.

China’s expenditure on social security programs has grown over time (see Figures A1-A20),
but was markedly uneven. Figure 1 shows the uneven expenditure on different departments,
especially after 1989. Expenditure on pensions and health increased the fastest. On the other
hand, unemployment insurance has decreased since 2003, although its expenditure levels are still
higher than that for work-related injuries and maternity. Considering China’s dramatic economic
development and increasing GDP, this decrease in expenditure on unemployment insurance is to be
expected.

—4—Expenditure of
Pension

——Expenditure of
Unemploymant

Figure 1. The record of expenditure of insurances of social support 1989-2013.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

The collection of funds illustrates the economic aspect of the CCP’s focus on economic
development. Current capital input is primarily derived from premiums levied on employers and
employees (as described in the previous section), the treasury, and the welfare lottery (Du and
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Zhang, 2008). However, according to a 2013 report from the National Audit Bureau, only 3.2%
of the welfare lottery’s income was spent on social security. Work units® have shouldered the
biggest percentage of social security funding (see Figure A23). Indeed, even individuals contribute
a larger share than the treasury. According to the 2014 public finance report, while the Chinese
government’s income was 22.07% of the total GDP, they spent only 2.5% of the GDP—or 10.5%
of the government’s total income—on social security. As such, the CCP shares the larger financial
burden with society.

Arguably, the Chinese government has run its social security system in order to collect capital
more than soothe income stratification (see Figure A25, 1-2). Observing the accumulation of capital
across all departments, it is evident that the increases in accumulated funds and total annual income
are much higher than any of the expenditure. The rapid increase in accumulated funds compared
with China’s ever increasing social security deficit presents a significant paradox and indicates an
inefficient use of capital (S. Yang and Gao, 2012). The Chinese government seems more interested
in collecting and controlling funds derived from the operation of social security programmes than
financing it.

The distribution of social security resources is also extremely uneven (Y. Wang and Long, 2011).
In this regard, future research needs to examine the national and provincial data for China’s social
security needs. Provincial governments pay out a much greater sum than the proportion of income
they control; in contrast, the central government only provides 4.3% of the total expenditure,
although it controls more than 45.94% of revenue. This indicates that national redistribution is very
weak, and people living in different regions receive varying levels of social security (also see Figure
A24,1-2).

This uneven distribution is realised in two ways (see Figure A24, 1-2). First, the larger the
administrative region, the more financial resources it controls. Second, the more developed eastern
regions control more resources than the rest of the country. The uneven distribution of resources has
much to do with the uneven distribution of benefits (Ke, 2009). Detailed analysis of the provincial
data reveals that the income, expenditure, and balances of the five insurance programmes (pension,
health, unemployment, working-related injuries, and maternity) increased rapidly and consistently,
although income always increases more quickly than expenditure. After 2008, the programme
balances began increasing faster than both income and expenditure. The development of urban
social security followed the same trend in different provinces, although the variations between
provinces ought to be identified, particularly in view of the importance of understanding China’s
urban social security development.

As there is no generally accepted standard with which to evaluate the development of a country’s
social security, cross-state comparison is commonly used to identify relative development levels.
In order to evaluate the development of Chinese social security as reliably as possible, this study
designed a comparison that includes key factors—such as expenditure and coverage of social
security, personal economic conditions, and population configuration—selected based on the work
of industrialisation theorists (Hong and Ngok, 2022; Kasza, 2006; Wilensky and Lebeaux, 1958),
who advanced the assumed correlation between the economy and social security development. This
comparison involves a two-step method: first, evaluate the social security expenditure and rate of

¥ A Chinese phrase denoting an employing organisation, private or public. It represents both institutions and companies.
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increase among countries with the relatively highest GDPs in the world; second, compare the cost of
social security among countries with similar individual economic conditions. This two-step method
reveals a general picture of the development of Chinese social security.

In the first step, following current research trends (Y. Tang, 2008), this study used the OECD
to evaluate the development of Chinese social security. Figure 2 demonstrates that, compared
to OECD members, Chinese social security is often less substantial in terms of amount and rate
of increase—even Japan, which is below the OECD average, is more advanced than China. The
increase in Chinese expenditure on social security has been slower than of countries with similarly
sized economies.

Mean

YearE
Yearl
O Yearb

40,00

1 1 *
[ o T
& T il |

10.00- ?
T T

Riliy

—
o]

—=

B—

T 1 1 | |50 7 A e R N I A S A Y e |
bhwéAAAUNE“ﬁAIR=F=bzrzzzzdﬂvﬂﬂwwwdcc
EC e ST NGRS zcpEEgbBos@Ccferomee B scIa
22‘553:23:1;:;EAZHW.:.*::-SKigggﬂne-:qﬂ.az;;g
g2ca®5328p28833~ T EnEYZEEEFERERERAR
R = BB O E H?EI- FeZE= i = - A e w
o = & Ry =R T
€

Country
Figure 2. The record of expenditure of social support of OECD and China 1990-2013.
Source: The Chinese Statistic Bureau, www.stats.gov.cn. and OECD SOCX database.
Some states’ data only last to 2009, but that do no harm on our argument.
The left axis calculates the percentage of GDP that has been spend on social support. In this figure, the 1990 is
the beginning year, the 2013 is the ending year, and the circle represents the data of 2012. In this way, we show
the increase range and the recent increase rate of expenditure on social support in each state.

In the second step, as the GDP per capita in most OECD countries is much higher than that of
China, this study used countries whose GDP per capita is around USD 10,000-15,000. Figure 3
shows the social security expenditure for these countries in terms of money and the percentage
of GDP, as well as their population configurations. China falls in the middle in terms of both the
amount of money and the percentage of GDP spent on social security. China is similar to other
developing countries in Europe and Central Asia and spent more money than the average country,
including those of East Asia and the Pacific (at all income levels), in 2014.

When the population configuration is taken into consideration, it becomes apparent that countries
with a smaller elderly population spend more on social security—both in absolute terms and as a
percentage of their GDP. Figure 4 presents a comparison of the coverage of social security systems.
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Figure 3. The proportion of old-age and the expenditure on social support.

Source: The Chinese Statistic Bureau, www.stats.gov.cn. and World Bank database.
Old-age: the person older than 65 (include 65), EXPSS: expenditure on social security. The EXPSS has been
calculated in two ways: percent of GDP, and amount of dollars (2011) on personal. The upper coordinates
show the amount of dollars (2011) has been spent on an individual when those countries are in a nearly similar
economy situation. The down coordinates value the percent of GDP that has been spent on social support and
population of old people composed.

China’s social security coverage is the smallest among these countries. It can thus be argued that,
compared to countries with relatively similar GDP per capita (USD 10,000—15,000), China provides
a medium level of support to a relatively small proportion of its population.

To summarise, the Chinese social security system displays four characteristics. First, the
funding is primarily derived from premiums. The treasury and its controlled welfare lottery do not
constitute a substantial financial contribution. Second, the provincial distribution of social security
services—in terms of both resources and benefits—is very uneven. Third, the Chinese government
runs its social security system to collect capital more than reduce economic stratification. Finally,
a comparison between China and comparable countries reveals that Chinese social security
services are lagging behind. Compared with the country’s level of economic development, the
Chinese social security system has not been fully developed and has settled at a relatively mediocre
level. In comparison to countries with a similar per capita GDP, China’s social security remains
unadvanced and provides coverage to the smallest amount of people. Like pre-reform Chinese
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Figure 4. The coverage of social support (% of population).
Source: The Chinese Statistic Bureau, www.stats.gov.cn. and World Bank database.

social security systems, the current system continues to focus on the implementation of CCP
doctrine. Consequently, the government carries the smallest share of the financial burden, with
primary financial responsibility falling to non-governmental employers and employees. Indeed,
Chinese governmental social security has been used as a political tool to carry out the CCP’s notion
of reform through economic development.

4. The operational mechanisms of China’s social security system

According to Kasza (2006), social security expenditure is positively related to (1) GDP per
capita, (2) the maturity of social security programmes, and (3) the proportion of the non-productive
population. The study of Wilensky and Lebeaux (1958) also supports the positive relationship
between social security expenditure and GDP per capita. This study tested the correlations between
GDP per capita and social security, including the five departments and their branches. As shown in
Table 1, tests revealed that GDP per capita has a high impact on social security programs. As such,
the proposal that expenditure on social security is positively related to the GDP per capita passes the
correlation test.

However, the correlations between GDP per capita, and unemployment insurance expenditure
is not as significant as in other data. This is consistent with a phenomenon observed earlier: the
development of social security in China is strictly related to employment—social security systems
favour employees and work units, and work units shoulder the main burden of financing social
security. Table 1 also shows that a rise in urban employment has a positive effect on expenditure,
but a rise in rural employment has a negative impact. These correlations also exist when measuring
the social security system’s income and balance (see Table A2).

Up until this point, this study’s results are mostly consistent with the widely accepted assertions
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Table 1. The bivariate analysis between the important economic factors and the expenditure of social support 1989—
2013.

Correlations

ExSS ExPI ExUI ExHI
Pearson correlation 0.987" 0.961" 0.718"  0.947" 0.924"  0.919”
Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000

Year Sum of squares and cross-products  166.335 100.960 5.410 55.135 3.265 1.705

Covariance 7.232 4.390 0.235 2.397 0.142  0.074
N 24 24 24 24 24 24

Pearson correlation 0.906" 0.841" 0.458" 0.960" 0.979" 963"

Sig. (2-tailed) 0.000 0.000 0.024 0.000 0.000  00.000

GDPPC Sum of squares and cross-products 235,392.121 136,147.871 5318.075 86,208.450 5335.719 2758.010

Covariance 10,234.440  5919.473  231.221 3748.193  231.988 119.913
N 24 24 24 24 24 24
Pearson correlation 0.973" 0.928" 0.6397 09757 0.954"  0.942”
Sig. (2-tailed) 0.000 0.000 0.001 0.000 0.000  0.000

EmpU Sum of squares and cross-products 154,716.382 91,927.911 4542.177 53,571.641 3181.416 1650.637

Covariance 6726.799  3996.866  197.486  2329.202 138322  71.767
N 24 24 24 24 24 24
Pearson correlation —0.590" -0.467° —0.128  —0.784"  —0.775" —0.742"
Sig. (2-tailed) 0.002 0.022 0.553 0.000 0.000 0.000

EmpR  Sum of squares and cross-products —44,775.420 —22,060.740 —432.430 —20,533.110 —1232.770 —619.690
Covariance —1946.757 —959.163 —18.801 —892.744 —53.599 —26.943
N 24 24 24 24 24 24

** Correlation is significant at the 0.01 level (2-tailed).

* Correlation is significant at the 0.05 level (2-tailed).

Source: The Chinese Statistic Bureau, www.stats.gov.cn.
GDPPC = GDP Per Capita; EmpT = Total Employment; EmpU = Urban Employment;, EmpR = Rural
Employment; ExSS = Expenditure of Social Support;, ExPI = Expenditure of Pension Insurance; ExUI =
Expenditure of Unemployment Insurance; ExHI = Expenditure of Health Insurance;, ExXWRI = Expenditure of
Work-Related Insurance; ExMI = Expenditure of Maternity Insurance.

of Kasza (2006) and Wilensky and Lebeaux (1958). However, further scrutiny of these results
challenges their findings. Table 1 shows that per capita GDP and urban employment levels have a
significant impact on the three branches (income, expenditure, and balance) of Chinese urban social
security (also see Table A2). In contrast, Table 2 illustrates that before the 1978 economic reforms,
Chinese economic development actually negatively impacted social security at the 0.95 significance
level. Moreover, during this time period, the significance of the correlation between social security
and GDP is higher than that between social security and GDP per capita, although the impact is
less. Therefore, while the popular theory of social security development can be used to explain the
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Table 2. The bivariate analysis between the important economic factors and the expenditure of social support 1952—

1978.

Correlations
ExSS

Pearson correlation -0.461°
Sig. (2-tailed) 0.015
Year Sum of squares and cross-products —3.856
Covariance —.148
N 27
Pearson correlation -0.485"
Sig. (2-tailed) 0.010
GDP Sum of squares and cross-products —42,457.848
Covariance —1632.994
N 27
Pearson correlation —-0.452°
Sig. (2-tailed) 0.018
GDPPC Sum of squares and cross-products —33.310
Covariance —1.281
N 27

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
Source: The Documents of Chinese Labour Statistic 1949—1985.

operation of Chinese urban social security after economic reform, it cannot be applied to the period
before economic reform.

While the results presented in Table 2 do not align with popular theory, those of Table 3 cast
serious doubt. With the reform of the Chinese economy, social security services have maintained
a positive correlation with the economy, especially over the long-term. However, this relationship
was negative prior to reform, particularly between 1961 and 1970 when the implement of the class-
struggle centered CCP doctrine got furiously.

In challenging the popular understanding of social security development, the Chinese case
supports a new hypothesis: given the authoritarian nature of the CCP regime, a change in CCP
doctrine results in a shift in governance orientation, impacting government interests and alliances.
The resultant co-varied institutional design and governance style thus undermines the popular
assumption regarding the correlation between socio-economic improvement and social security
development.

More specifically, while a country’s social security system is closely related to its economy, it
is also subject to political influence. Therefore, a broad outline of Chinese politics is necessary
to illuminate the mechanisms driving Chinese social security policy. In China, the CCP controls
political power, provides important economic resources, and retains sole control over the military
(Tang, 2012). Capitalists and economic elites control the other economic resources, while the
working class and farmers make up the main body of society—that is, China’s human resources
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Table 3. The bivariate analysis between the important economic factors and the expenditure of social support 1961—

1970.

Correlations
ExSS

Pearson correlation -0.887"
Sig. (2-tailed) 0.001
Year Sum of squares and cross-products —0.960
Covariance —0.107
N 10
Pearson correlation -0.942"
Sig. (2-tailed) 0.000
GDP Sum of squares and cross-products —12,190.177
Covariance —1354.464
N 10
Pearson correlation —-0.956"
Sig. (2-tailed) 0.000
GDPPC Sum of squares and cross-products —11.759
Covariance —1.307
N 10

** Correlation is significant at the 0.01 level (2-tailed).
Source: The Documents of Chinese Labour Statistic 1949—1985.

(Tang, 2012). Additionally, the capitalist class has disappeared since the “cultural revolution”, with
many of the economic resources controlled by bureaucrats in charge of economic departments and
enterprises. Before economic reform, China was a typical communist regime and CCP doctrine
centred on the notion of class-based revolution (Zhao, 2005). As the CCP intended to rebuild China
in order to realise class revolution, the proletariat was privileged in the design of social security (Pye,
1992). As Table 3 shows, there was a negative correlation between social security expenditure and
the economy during this period. However, with the introduction of economic reform, CCP doctrine
shifted to focus on reform through economic development (Shi and Chen, 2009). At this time, the
correlation between social security and the economy became positive and more significant. This
indicates that Chinese politics has a decisive impact on the development of social security.

In order for the CCP to implement its doctrine, it adopts corresponding governance orientations
and institutional designs. As noted, the focus on revolution resulted in the CCP privileging the
proletariat in pre-reform social security design, while the focus on economic reform has seen the
CCP align itself with the social classes or groups that control the economic resources it needs. As
such, the change in the amount of economic associations is a good indicator of the shift in CCP
doctrine after 1978.

Although there are many official CCP- and government-issued documents regarding the
revaluation of economic elites while building socialism (S. Chen and Zhong, 2012), this study
requires a different kind of evidence in order to test its hypothesis quantitatively. Prior to the
introduction of economic reform, the CCP forbid the establishment of any kind of association. In
contrast, some 499,268 social associations have legal standing in China today. As any associations
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must obtain permission from the CCP in order to be legally registered, this increase demonstrates
the CCP’s intent to ally itself with capitalists and economic elites in order to facilitate economy
development (S. Wang and Song, 2013). Table 4 presents the correlation between the increase in
the number of social associations and the development of social security. As illustrated in Table 4,
after CCP doctrine shifted to focus on reform through economic development, it integrated all those
related to economic development into its institutional design and operation; accordingly, the CCP
adopted a social security system with the same correlation to the economy as that found in western
capitalist cases.

Table 4. The regression analysis of the public expenditure on social support 1990-2013.

Model summary”

Std. error of the

R square Adjusted R square estimate
1 0.989a 0.581 0.553 0.001008969023
Coefficients”
Unstandardized coefficients Standal:dized
coefficients
B Std. error Beta
(Constant) 0.292 0.055 5.341 0.000
InGDPPC 0.010 0.002 1.148 4.629 0.000
1 NONPROPOP —0.064 0.128 —0.330 —5.093 0.000
SO 0.041 0.000 0.415 2.435 0.026
YEARS —-0.029 0.000 —0.297 —3.507 0.003

a: Dependent variable: EXPSS
SO = Social Organization.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

Table 4 also shows that while the impact of the economy on social security is always positive,
the performance of this relationship is overshadowed by the negative impact of the non-productive
population and the maturity of the social security system. This supports the following arguments.
First, China’s urban social security system has been designed to privilege those who are employed.
Second, although the economy always has a positive impact on social security development,
the size of the non-productive population and the maturity of the system can be modified by the
system design. Third, the increase in social associations reflects the CCP’s focus on reform through
economic development, which has had a positive impact on the development of urban social
security in China. Significantly, this study’s main hypothesis has passed the empirical test.

5. Conclusion

CCP doctrine continues to focus on reform through economic development. As demonstrated in
this study, the ruling party’s doctrine has determined the governance orientation and design of the
Chinese urban social security system. While centred on the collection of capital, post-reform social
security is fragmented and unevenly developed. There are three reasons for this. First, the CCP
continues to use social security as a means through which to implement its doctrine. Second, the
social security programmes are oriented towards capital manipulation in order to facilitate economic
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development. Third, the uneven distribution of resources has strengthened social stratification,
making the reward system more significant. Consequently, unless CCP doctrine changes to focus
on social equality, the Chinese social security system will never be a comprehensively developed
system with fairly distributed benefits.

In addition to examining the Chinese case and proposing a new means of evaluating social
security development, this study demonstrates that a country’s political system plays a major role
in determining how the economy impacts the development of social security. Significantly, CCP
doctrine shapes the features of the social security system and which social classes the party favours.
These findings strongly support the argument that changes in a ruling party’s doctrine decide the
development of a country’s social security system. Nonetheless, the proposed relationship between
politics and social security needs to be tested with data from another country that has undergone
a similar political process to that of China. This would indicate whether the decisive impact of
politics on the development of social security is unique to China or applicable to comparable
situations. Furthermore, although this study illustrates the decisive impacts of politics on social
security development, comparing the temporary impacts of natural emergencies, like the COVID-19
pandemic, on social security may benefit our understanding of the mechanism of temporary political
changes on social security development. In this respect, a study specifically examining the impact of
COVID-19 on China’s urban social security is currently in process.
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Figure A1. The record of basic pension fund 1989-2012 (% GDP).
Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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Figure A2. The per capita income of basic pension fund in provinces 2001-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2001 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.
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Figure A3. The per capita expenditure of basic pension fund in provinces 2001-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2001 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate

of increase between 2011 and 2012.
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Figure A4. The per capita balance of basic pension fund in provinces 2001-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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We use the data of 2012 as the highest point, the date of 2001 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate

of increase between 2011 and 2012.

Described by available data, Figure A1 shows that all of the three branches of pension insurance
increase quickly and sustainedly, though the income branch always increases quicker than
expenditure; and the share of balance branch became bigger than the other two after 2008. When
we compare Figures A2, A3, and A4, it is common in all of the three branches that the development
is very uneven. People live in different areas of China enjoy very different pension insurance. For
example, in all of the three branches, the high development provinces all locate in the east coast of
China, the development in west areas lags behind a lot. With the help of above, we can allege that
the Chinese pension insurance develops very uneven along provinces and it prefers accumulate
money to increase the benefit level.
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Figure AS. The record of health insurance 1994-2012 (% GDP).
Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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Figure A6. The per capita income of health insurance in provinces 2002—-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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The official data of 2007-2010 misses, and Chinese Statistic Bureau does not give any reason.

We use the data of 2012 as the highest point, the date of 2002 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012. Though some data misses, the distance of increase still can be

showed.
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Figure A7. The per capita expenditure of health insurance in provinces 2002-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

The official data of 2007—2010 misses, and Chinese Statistic Bureau does not give any reason.

We use the data of 2012 as the highest point, the date of 2002 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012. Though some data misses, the distance of increase still can be

showed.
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Figure A8. The per capita balance of health insurance in provinces 2002-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

The official data of 2007—2010 misses, and Chinese Statistic Bureau does not give any reason.

We use the data of 2012 as the highest point, the date of 2002 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012. Though some data misses, the distance of increase still can be
showed.

Described by available data, Figure A5 shows that all of the three branches of health insurance
increase quickly and sustainedly, though the income branch always increases quicker than
expenditure; and the share of balance branch became bigger than the other two after 2006. When
we compare Figures A6, A7, and A8, it is common in all of the three branches that the development
is very uneven. People live in different areas of China enjoy very different health insurance. For
example, in all of the three branches, the high development provinces all locate in the east coast
of China, the development in west areas lags behind a lot. Besides those, the developments of
health insurance in national autonomous areas, even their starting points, are higher than the other
middle and west provinces. With the help of above, we can allege that the Chinese health insurance
develops very uneven along provinces and it prefers accumulate money to increase the benefit level.
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Figure A9. The record of unemployment insurance 1989-2012 (% GDP).
Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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Figure A10. The per capita income of unemployment insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.
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Figure A11. The per capita expenditure of unemployment insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.
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Figure A12. The per capita balance of unemployment insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
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data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.

Described by available data, Figure A9 shows that both income and balance branches of
unemployment insurance increase quickly and sustainedly, though the balance branch always
increases quicker than expenditure; and the share of expenditure branch significantly decreases
after 2003. Consider the Chinese dramatic economy development, it is easy to understand the
expenditure’s decreasing toward low level. When we compare Figures A10, All, and A12, it is
common in all of the three branches, that the development is very uneven. People live in different
areas of China enjoy very different unemployment insurance. For example, in all of the three
branches the high development provinces all locate in the west area of China, the development
in east areas lags behind a lot. However, there is an exception that the income and expenditure of
unemployment insurance in Shanghai significantly higher than that in other areas, though its balance
branch sustains at average. With the help of above, we can allege that the Chinese unemployment
insurance develops very uneven along provinces and it prefers accumulate money to increase the
benefit level.
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Figure A13. The record of work-related injury insurance 1993-2012 (% GDP).
Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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Figure A14. The per capita income of work-related injury insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate

of increase between 2011 and 2012.
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Figure A15. The per capita expenditure of work-related injury insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.
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Figure A16. The per capita balance of work-related injury insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.

Described by available data, Figure A13 shows that all of the three branches of work-related
injury insurance increase quickly and sustainedly, though the income and balance branch always
increases quicker than expenditure. When we compare Figures A14, A15, and A16, it is common
in all of the three branches that the development and increasing rate are very uneven. Unlike in the
other two branches, there is no significant high developed province, like Ningxia, in the expenditure
branch. The expenditure along provinces is not that different as the income and the balance along
provinces. People live in different areas of China enjoy different work-related injury insurance. For
example, in income and balance branches, the high development provinces all locate in the west
area of China, the development in east areas lags behind a lot. With the help of above, we can allege
that the Chinese work-related injury insurance develops uneven along provinces and it prefers
accumulate money to increase the benefit level.
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Figure A17. The record of maternity insurance 1995-2012 (% GDP).

Source: The Chinese Statistic Bureau, www.stats.gov.cn.
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Figure A18. The Per capita income of maternity insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.
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Figure A19. The per capita expenditure of maternity insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.
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Figure A20. The per capita balance of maternity insurance in provinces 2006-2012.
Source: The Chinese Statistic Bureau, www.stats.gov.ch.
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We use the data of 2012 as the highest point, the date of 2006 as the lowest point, and use the
data of 2011 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2011 and 2012.

Described by available data, Figure A17 shows that all of the three branches of maternity
insurance increase quickly and sustainedly, though the expenditure branch always increases slower
than the others. When we compare Figures A18, A19, and A20, it is common in all of the three
branches that the development is very uneven. People live in different areas of China enjoy very
different maternity insurance. For example, in all of the income and expenditure branches, the
high development provinces all locate in the east coast of China, but in the balance branch, some
west provinces, like Tibet, Yunnan and Qinghai, are also advanced. Besides that, in some advanced
provinces, as Shanghai, the income and the expenditure are both high, and that makes the balance
accumulate slowly. With the help of above, we can allege that the Chinese maternity insurance
develops uneven along provinces, but its preferences of money accumulation is not as high as other
insurance departments.
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Figure A21. The standard of minimum living insurance in provinces 2009-2010.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

The Chinese Statistic Bureau only releases the data of 2009-2010 of this department, and gives
no explain.

We use the data of 2010 as the highest point, the date of 2009 as the lowest point, and use the
data of 2010 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2009 and 2010.
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Figure A22. The per capita expenditure of minimum living insurance in provinces 2009-2010.
Source: The Chinese Statistic Bureau, www.stats.gov.cn.

The Chinese Statistic Bureau only releases the data of 2009-2010 of this department, and gives
no explain.

We use the data of 2010 as the highest point, the date of 2009 as the lowest point, and use the
data of 2010 as the close point. By this way, we could find the distance of the increase and the rate
of increase between 2009 and 2010.

From Figure A21, we can find that the standards of minimum living increase so quick, though
different provinces have very different minimum living standards. We compare Figures A21 and
A22, the differences between the official standard and implemental expenditure are appearing. The
expenditures along provinces are not as different as the standards along provinces. Though the
standards increase, the expenditure decrease in some west provinces (Tibet, Yunnan, Ningxia, etc.).
As happen in other departments, in this department, people live in the provinces along the east coast
and national autonomous areas enjoy higher minimum living subsidies than the others.
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Figure A23. The income of social security, 2011 (in billion RMB).
Source: The Chinese Audit Commission (2012) “Audit Report on Fund of Social Security”, Vol. 34.
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Regarding fund collection, today the capital of the Chinese social support system comes mainly
from premiums (both employers and employees), the treasury, and the welfare lottery. From Figure
A23, it was easy to discern that working units shouldered the biggest part of fund burden. Even
individuals undertook a larger share than the treasury. According to the public finance report from
the ministry of finance in 2011, the Chinese government’s income was as high as 35.3% of GDP,
but the government only spent 1.1% on social support. We could assert that the main body of the
funding for the Chinese social support system came from premiums; the treasury and its controlled
welfare lottery did not prefer to share a lot of the fund burden.
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Figure A24. The control of accumulation settlement.
Source: The Chinese Audit Commission (2012) “Audit Report on Fund of Social Security”, Vol. 34.

Figure A24 and the figures of each department show a facet of the second aspect of the Chinese
social support system—the distribution of social support resource was so uneven. That was shown
in two ways: first, the bigger the administrative region, the more resource it controlled; second, the
advanced east controlled more resources than the middle and west regions. The uneven distribution
of resources between areas had much to do with the uneven distribution of benefits.
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Figure A25. (Continued).
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Political doctrine, economic growth, and the development of urban social security: Lessons from post-reform China
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Huang and Zhang
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