CHAPTER ONE

Introduction: The Rise of the
Middle Class in the Middle Kingdom

CHENG LI

mong the many forces shaping China’s course of development, argu-
ably none will prove more significant in the long run than the rapid
emergence and explosive growth of the Chinese middle class. China’s
ongoing economic transition from a relatively poor, developing nation
to a middle-class country has been one of the most fascinating human
dramas of our time. Never in history have so many people made so
much economic progress in one or two generations. Just twenty years
ago a distinct socioeconomic middle class was virtually nonexistent in
the People’s Republic of China (PRC), but today a large number of
Chinese citizens, especially in coastal cities, own private property and
personal automobiles, have growing financial assets, and are able to take
vacations abroad and send their children overseas for school. This trans-
formation is likely to have wide-ranging implications for every aspect
of Chinese life, especially the country’s long-term economic prospects,
energy consumption, and environmental well-being.

The importance of China’s emerging middle class, of course, extends
far beyond the realm of economics. This volume focuses on the socio-
political ramifications of the birth and growth of the Chinese middle
class over the past two decades. The central question is: What impacts,
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current and future, might China’s emerging middle class have on the
country’s social structure and political system? Following this broad line
of inquiry, the volume sets itself four tasks:

—To examine the status of research on social stratification and social
mobility in China

—To identify the major issues and trends related to the Chinese
middle class

—To compare the Chinese middle class with its counterparts in other
countries

—And to assess the values, worldviews, and potential political roles
of the Chinese middle class as well as its likely impact on China’s rise
on the world stage.

This introductory chapter provides an overview of the political signifi-
cance and historical background of the emerging Chinese middle class
and summarizes the existing literature and ongoing debates on the topic.

The Sociopolitical Significance of a Chinese Middle Class

Early studies of newly affluent groups in China, including the nascent
middle class, tend to emphasize the status quo—oriented, risk-averse nature
of these prime beneficiaries of economic reform. However, more recent
studies (including many by PRC scholars) suggest that this may simply be
a transitory phase in the development of the middle class. There already
appears to be widespread resentment among the middle class toward offi-
cial corruption and the state’s monopoly over major industries. Another
potential source of sociopolitical ferment lies in the increasing number of
college graduates, many of whom belong to middle-class families, who
are unable to find work. An economic downturn, led by the collapse of
the real estate market or the stock market—two institutions that have
contributed enormously to the rapid expansion of the Chinese middle
class—will only heighten the middle class’s sense of grievance. Further-
more, the middle class is central to China’s new development strategy,
which seeks to reorient China’s economy from one overly dependent on
exports to one driven by domestic demand. The increasing economic role
of the middle class may in turn enhance the group’s political influence.

China’s emerging middle class is, of course, a complex mosaic of
groups and individuals. Subsets of the middle class differ enormously
from each other. In terms of the class’s occupational and sociological
composition, its members fall into three major clusters:
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—An economic cluster (including private sector entrepreneurs, urban
small businesspeople, rural industrialists and rich farmers, foreign and
domestic joint-venture employees, and stock and real estate speculators)

—A political cluster (government officials, office clerks, state sector
managers, and lawyers)

—A cultural and educational cluster (academics and educators, media
personalities, public intellectuals, and think tank scholars).

There is a tendency, sometimes, to assume that the relationship
between China’s middle class and its authoritarian state is one of sim-
ple, one-dimensional co-optation, but this is to oversimplify. Undoubt-
edly some members of the class are the clients of political patrons, but
many more are self-made people. Indeed, such an economically aspirant
population is a double-edged sword for the Chinese authorities. They
are well aware of the fact that the middle class has pushed for democ-
ratization in other developing countries (South Korea, Indonesia, and
Brazil, among others).

It is also noteworthy that the emergence of the middle class in China
parallels the reemergence of the Middle Kingdom on the global stage. To
a certain extent, the Chinese middle class has already begun to change
the way China engages with the international community, both by play-
ing an active role in this increasingly interdependent world and by keep-
ing abreast of transnational cultural currents. As the PRC’s international
influence continues to grow, two contending views on how China might
understand its role in the world have taken shape. They reflect funda-
mentally different visions of China’s future, and neither can be divorced
from the trajectory of its emerging middle class.

In the first, a nightmare scenario, a superpower China, buoyed by
decades of double-digit economic growth and military modernization,
has birthed a middle class of unprecedented size and scope, whose
strongly mercantilist views govern almost all affairs of state. The
aggregate demand of hundreds of millions of middle-class consumers,
coupled with increasingly severe global resource scarcity and growing
international consternation at China’s swelling carbon footprint, has
led nativist demagogues to peddle a toxic strain of nationalism to the
broader populace. In this scenario, an ascendant and arrogant China,
still smarting from the “century of humiliation” it endured at the
hands of Western imperialists over a century earlier, disregards interna-
tional norms, disrupts global institutions, and even flirts with bellicose
expansionism.
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In the second view, China’s burgeoning middle class increasingly
embraces cosmopolitan values, having forged close economic and cul-
tural links with Western countries, and especially the United States. In
this scenario, China’s middle-class lifestyle closely mirrors that of the
West, and an increasing percentage of China’s political and cultural elites
have received some Western education. The Chinese middle class has
acquired a sophisticated understanding of the outside world, recognizes
the virtue of cooperation, and demands that China act as a responsible
stakeholder on the world stage. The expectation underwriting this sce-
nario is that if China continues to “evolve peacefully” in the direction
of openness and integration, it may experience an eventual democratic
breakthrough.! If this were to occur, then the time-honored theory of a
“democratic peace” would finally be put to the test in a world of great
powers integrating ever more closely.?

The significance of China’s emerging middle class, therefore, lies not
only in the economic domain or in its potential to effect domestic politics
but also in its ability to shape China’s international behavior. A better
informed and more comprehensive understanding of the Chinese middle
class, from its basic composition to its values and worldviews—from its
idiosyncratic characteristics to its evolving political roles in China—will
help to broaden the policy options available to the United States and
other countries in dealing with this emerging global power. In a broader
sense, this study will contribute to the ongoing debate over the Chinese
middle class, that is, whether or not it will become a catalyst for political
democratization within China and lead to a constructive Chinese pres-
ence in a rapidly changing global environment.

China’s Middle Class: Fast Ascendance amid Slow Acceptance

Despite the great importance of the subject, scholarly communities
outside China have been remarkably slow to accept the notion that the
Chinese middle class has become a distinct sociopolitical force. China
watchers around the world are nearly unanimous in recognizing the
country’s rapid economic growth over the past three decades: China’s
GDP has grown at a pace of roughly 10 percent a year, the average
Chinese person’s income has quadrupled, about 300 million people have
been lifted out of poverty, and a significant portion of the population has
become affluent.’ Yet the use of the term Chinese middle class remains
controversial. With a few notable exceptions, Western scholars are hesi-
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tant to acknowledge the existence of a Chinese middle class, let alone
explore its political implications.*

There are various reasons for this dearth of Western scholarship on
the Chinese middle class. The most notable include the difficulty that
foreign researchers have in obtaining extensive empirical data on the
issue, cultural differences in conceptualizing the idea of a middle class
in the Chinese context, and reluctance on the part of Western analysts
to accept the fact that Communist China could produce a middle class
similar to those found in the West.® This skepticism is not wholly with-
out justification: the nascent Chinese middle class is admittedly a very
new phenomenon.

A Foreign Concept and a Nascent Phenomenon

The term middle class was rarely used during the first four decades
of the PRC. Even in the pre-Communist era, it was largely a foreign
concept. According to the late John King Fairbank, capitalism did not
grow in earnest in China during the late nineteenth and early twentieth
centuries because China’s merchant class failed to coalesce into an inde-
pendent entrepreneurial power outside the “control of the gentry and
their representatives in the bureaucracy.”® Without firsthand experience,
the concept of a middle class remained foreign to the Chinese.

This state of affairs changed very little after the establishment of the
PRC in 1949. The few groups considered part of the middle class in
pre-1949 China—namely, the private entrepreneurs and petty-bourgeois
intellectuals who had emerged in preceding decades—either quickly dis-
appeared or were severely curtailed, both politically and economically,
after the Communist revolution.” Indeed, by the mid-1950s the 4 million
private firms and small businesses that had existed in China before 1949
had been systematically dismantled.® Maoist ideology dictated that the
country had only three social strata (workers, peasants, and intellectu-
als), and the Marxist notion of intellectuals as an “intermediate stratum”
bore little resemblance to the Western concept of the middle class.’

Only after Deng Xiaoping instituted reform and opening did the term
middle class begin to appear in Chinese academic writings. The earliest
references to the concept were made in the late 1980s, when scholars
began to examine the sudden emergence of rural industrialists—owners
of township and village enterprises in the countryside—and the arrival
of private entrepreneurs in the cities. At that time, the consensus among
Chinese scholars was that the concept of the middle class should not be
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employed to describe these groups, in large part because many of these
rural industrialists and urban entrepreneurs came from underprivileged
or uneducated social strata.!?

Only since the turn of the millennium has research on the middle class
found its way into the PRC’s intellectual mainstream. It should be noted
that in the early phase of research on this concept Chinese scholars often
used the terms middle stratum (zhongjianceng), middle-income stratum
(zhongjian shouru jieceng), and middle-income group (zhongdeng shouru
qunti), rather than middle class (zhongchan jieji) to refer to this new
socioeconomic force. The increasing use of these new terms among PRC
scholars over the past decade reflects the profound changes that have
occurred in domestic social stratification and social mobility. In addition
to the aforementioned rapid development of rural industries and urban
private enterprises, numerous other important developments have led to
the meteoric rise of the middle class in China. These include the boom in
foreign joint ventures, the adoption of a stock market in Shenzhen and
Shanghai, urban housing reforms and large-scale urbanization, an enor-
mous expansion of higher education, constitutional changes regarding
property rights, and the increasingly cosmopolitan lifestyles created by
economic globalization and international cultural exchanges.!!

Two factors, however, have been particularly instrumental in increas-
ing both public awareness of and scholarly interest in China’s middle
class. The first is the Chinese business community’s drive to promote
the image of Chinese consumers as potentially the “world’s largest
middle-class market”; the second is the Chinese government’s decision
to “enlarge the size of the middle-income group.”

The Business Community’s Drive for the
“World’s Largest Middle-Class Market”

The business community in China, including both domestic and
foreign companies, has an interest in promoting the notion of a Chi-
nese middle class. The idea of an extant middle class in China has
often been the primary driver of foreign investment and other business
activities in the country. It has been widely noted that China’s savings
rate is one of the highest in the world. In 2008, for instance, Chinese
households saved approximately 40 percent their disposable income.
That same year, American households saved only 3 percent of their
disposable income.!> While private consumption comprised an average
of 59 percent of GDP globally and 72 percent of U.S. GDP in 2006,
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China’s private consumption made up only 38 percent of its aggregate
GDP." The possibility of stimulating domestic consumption in China,
the world’s most populous country, has understandably captured the
imagination of the business community.

The business community recognized very early on that popularizing
the idea of a middle class in China would redound to the benefit of their
sales figures. As Li Chunling, a sociologist at the Chinese Academy of
Social Sciences (CASS) and a contributor to this volume, has observed,
it was the business community in China, including manufacturers, com-
pany managers, service providers, and their associates in the media,
that initially turned the idea of a Chinese middle class from an abstract
academic subject to a hot topic throughout society.'* While most West-
ern social scientists, including academic economists, have been gener-
ally dismissive of the idea of a Chinese middle class in the last decade,
business leaders and analysts have conducted a substantial number of
research projects on the topic. For firms operating in China—including
multinational, foreign-owned, and Chinese state-owned, private and
joint ventures—this research has helped them to understand the middle
class’s overall size, consumption patterns, generational composition, and
geographical distribution. To the extent that they publicize the middle-
class lifestyle, they are also helpful in shaping and promoting the group’s
continued expansion.

Over the past decade the Chinese media have obsessed over commer-
cial indicators of middle-class growth. One such indicator is the rapid
increase in credit card use. In 2003, 3 million credit cards were issued;
by the end of 2008 a total of 150 million credit cards were in circulation,
50 million of which were issued in that year alone.'> Another indicator is
the stunning increase in the number of private autos in the country, from
some 240,000 in 1990 to about 26 million in 2009.' In 2009 China’s
auto production output and sales volume reached 13.8 million and 13.6
million, respectively, making the PRC the world’s leading automobile
producer and consumer for the first time.!”

A variety of companies, especially large multinational banks and
consulting firms, have commissioned studies to assess the current size
and projected growth of the Chinese middle class. In 2004 the French
investment bank BNP Paribas Peregrine predicted that China’s middle
class would increase from 50 million households that year (13.5 percent
of the Chinese population) to 100 million households by 2010." Two
years later, Merrill Lynch projected that China’s middle class would
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consist of a total of 350 million people by 2016, constituting 32 percent
of the adult population.’ That same year, the McKinsey Global Institute
made an even bolder prediction: China would have a total of 100 million
middle-class households by 2009, which would account for 45 percent
of the country’s urban population. According to McKinsey’s projec-
tions, the middle class would reach 520 million individuals (or even
612 million if “lower aspirants” are included) by 2025, accounting for
76 percent of the urban population. According to these estimates China
will have the world’s largest middle class within fifteen years.?’ Another
study, jointly conducted by the Hong Kong Shanghai Banking Corpora-
tion (HSBC) and MasterCard in 2007, reached a conclusion more in line
with BNP Paribas Peregrine, forecasting a total of 100 million middle-
class households by 2016.!

Most of these studies were conducted by groups of economists con-
sisting of local Chinese researchers, foreign-educated PRC nationals, and
expatriates based in China. Their methodologies are often quite opaque,
and some might not meet the standards of rigorous academic research.
Indeed, some of their more rosy forecasts might obscure the real nature
of social stratification and social tensions in present-day China. Regard-
less, these business-driven empirical research projects have served as
an important impetus for further study of the Chinese middle class,
especially by raising public awareness of the far-reaching changes taking
place in both the Chinese and global economic landscape.

The Ideological and Policy Shift of the Chinese Leadership

For the first two decades following Deng Xiaoping’s implementation
of economic reforms in 1978, the Chinese Communist Party’s (CCP)
leadership avoided class analysis, a deliberate departure from the Mao
era, during which class struggle dominated all aspects of life in China.
The year 2000 marked the beginning of a major ideological and policy
shift on the part of the Chinese authorities. Jiang Zemin, then secretary
general of the CCP, formulated his “theory of the three represents” (san
ge daibiao).” In contrast to the Marxist notion that the Communist
Party should be the “vanguard of the working class,” Jiang argued that
the CCP should broaden its base of power to include entrepreneurs,
intellectuals, and technocrats, all of whom regularly occupy the ranks of
the middle-income stratum, the official euphemism for the middle class.

Two years later, at the Sixteenth National Congress of the CCP
in 2002, the Chinese leadership called for “enlarging the size of the
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middle-income group.” With this pronouncement, the need to “foster a
middle-income stratum in Chinese society” became a clear policy objec-
tive of the Chinese government.?’ This policy shift reflected a new line of
thinking within the Chinese leadership, which held that the middle class
should be considered an asset and political ally rather than a threat to
the party’s primacy. According to this logic, the real threat to the CCP
lies not in the middle class, which is as invested in social and political
stability as the authorities, but rather in the prospect of a vicious struggle
between rich and poor, a more likely scenario without a rapidly expand-
ing intermediate socioeconomic group bridging the two extremes.

From the CCP’s perspective, a growing middle class can provide hope
to the country’s still massive underclass. In 2007 Zheng Xinli, then
deputy director of the CCP Central Committee’s Policy Research Office,
told the Chinese media that roughly 55 percent of China’s population
“will be members of the middle class by 2020, with 78 percent of city
dwellers and 30 percent of those in rural areas reaching that status.”?*
Similarly, Long Yongtu, the former chief negotiator of China’s accession
to the World Trade Organization, boasted to the foreign media that by
2011 “some 400 to 500 million Chinese would become members of the
middle class.”?

More recently, Chinese authorities have often contrasted the per-
ceived growth of the Chinese middle class in the wake of the global
financial crisis with the shrinking of the middle class in the West (and
the United States, in particular). This contrast has become a source of
national pride for the Chinese public.?® Several officials and their think
tank advisers have turned to the media to publicize the idea that China
is entering the “golden age” of its middle-class development.?” A large
number of Chinese scholars, however, have remained circumspect. Mao
Yushi, a distinguished economist who works at an independent think
tank, recently argued that only a subset of the middle class, namely those
officials and managers who work in state-owned firms, grew rapidly over
the preceding two years, and that this expansion was actually achieved
at the expense of other subsets of the middle class.?® According to certain
PRC sociologists, the Chinese middle class has actually been shrinking
in recent years, partly due to the loss of jobs and financial assets as a
result of the global financial crisis and partly because of the rapid rise
of housing prices in urban China.? Recent disputes regarding the status
of China’s emerging middle class are part of a long series of scholarly
debates on this complex subject.
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Empirical Questions and Scholarly Debates

These seemingly paradoxical trends in PRC social stratification and
social mobility have generated a high degree of uncertainty regarding
the country’s future socioeconomic trajectory. They have also created
a sense of political urgency among the Chinese leadership to address
these challenges swiftly. Contradictory assessments of the middle class’s
growth and evolution have inspired many important empirical questions
within the scholarly community. Three key clusters of interrelated ques-
tions have emerged:

—First, what criteria define membership in the middle class? What is
the conceptual difference between a middle class and a middle-income
stratum? What are the educational and occupational backgrounds of the
Chinese middle class? What is the size of the middle class in present-day
China, and how fast is it growing? How far is China from becoming a
middle-class country?

—Second, how unique is the development story of China’s middle
class? In what respects does the Chinese middle class differ from its
counterparts in other countries? Is the middle class a useful conceptual
framework or effective analytical angle from which to study present-
day China? Does this framework broaden or narrow our perspective on
Chinese politics and society? To what degree does this large and inter-
nally diverse group have common political interests and a shared class
consciousness?

—Third, what role, politically, does the Chinese middle class play?
Will this role change as the middle class continues to expand? What fac-
tors shape the relationship between the middle class and the lower class,
on the one hand, and the relationship between the middle class and the
upper class, on the other? How are new notions of consumer rights,
taxpayer rights, and property rights affecting state-society relations in
China? How can the study of the Chinese middle class enrich the theo-
retical discourse on the middle class in general?

There are, of course, a variety of answers to these questions. In a
sense, the spectrum of possible answers to these three sets of questions
corresponds to the three most important scholarly debates on the middle
class in general, and the Chinese middle class in particular. The first
concerns its definition, the second its characteristics (especially the ways
in which the Chinese middle class differs from its counterparts around
the world), and the third its potential political roles. In order to ensure
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a critical, comprehensive, and coherent intellectual inquiry into this rela-
tively new and understandably controversial subject, it is necessary to
first briefly survey these debates.

Definitional Criteria

Like many other sociological concepts, the term middle class is widely
used but lacks a universally accepted definition. There is little schol-
arly consensus on which criteria should be applied when ascertaining
who belongs to the middle class. This lack of a clear, consistent, and
consensus-based definition is not limited to research on China’s newly
emerging middle class. It also afflicts middle class studies in general,
including those that focus on the United States or other developed West-
ern nations.

In the United States, income, especially household income, tends to be
the most essential criterion in determining middle-class status. American
sociologists and economists often use a five- or six-class model to analyze
the U.S.’s socioeconomic strata, and some also divide the middle class
into upper middle class and lower middle class. In his seminal study of
America’s class structure, the sociologist Dennis Gilbert adopts a six-
class model, which includes the capitalist class (1 percent of the popula-
tion), upper middle class (15 percent), lower middle class (30 percent),
working class (29 percent), working poor (13 percent), and underclass
(12 percent).’® In their widely used sociology textbook, William Thomp-
son and Joseph Hickey combine Gilbert’s bottom two classes into one
“lower class” (representing 20 percent of the population), along with an
upper class (1 percent), upper middle class (15 percent), lower middle
class (32 percent), and working class (32 percent).’! While these two
major studies feature similar estimates of the percentage of the U.S.
population composed of the middle class—45 percent and 47 percent,
respectively—other studies reach far more divergent estimates, ranging
from 25 percent to 66 percent of households.?

According to Gary Burtless, an economist at the Brookings Institu-
tion, the U.S. middle class encompasses the portion of the labor force
earning between one-half of the country’s median income to twice the
median income. Based on U.S. census data from the late 1990s, Burt-
less believes that middle-class annual incomes in the United States range
from roughly $25,000 to $100,000.3* As a description of middle-class
incomes, however, this range has always been controversial. As the
Harvard political scientist Iain Johnston notes, “there is no consensus
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over where the income cut points are to divide the population.”* The
considerable differences in household size, family wealth, geographic
locations, housing costs, and other factors related to a family’s standard
of living all illustrate the problems inherent in the income-based crite-
rion. A population’s distribution of household income is also subject to
change, requiring that one periodically recalibrate the income range that
describes the middle class.

Although American sociologists and economists generally consider
income to be the central component in defining the middle class, other
factors such as an individual’s educational attainment, occupational
status, consumption patterns and lifestyle, values, and self-identification
as a member of the class are also important. This multifaceted approach
to defining middle-class membership can be traced back to C. Wright
Mills’s classic study White Collar: The American Middle Classes.>® Max
Weber’s analysis of the interaction of economic wealth, social status,
and professional prestige in modern societies has also had a significant
influence on Western sociological definitions of the middle class.*® The
Weberian approach to social stratification, which takes into account
various professional groups as well as business managers, is particularly
influential in European studies of the middle class. European scholars
tend to adopt a composite index that combines educational credentials,
occupation, and income.?”

The conceptual complexity and diverse definitional criteria found in
Western studies of the middle class suggest that similar definitional dif-
ficulties pertaining to the Chinese middle class are to be expected. Yet
sorting through these definitional issues is necessary to comprehensively
assess China’s middle class. A 2005 study of some 263,000 households
in urban China, conducted by the State Statistics Bureau of the Chinese
government, used income as the primary criterion for determining mem-
bership in the middle-income stratum.*® Using the range of 60,000 to
500,000 yuan annual income for a three-member household, this study
estimated that the middle class constituted 5 percent of urban Chinese
families in 2005 and would increase to 14 percent in 2010 and 45 per-
cent in 2020.% This definition, however, has not been widely accepted
in China, even among analysts affiliated with the government. Several
factors undermine the utility of this definition, including rapid changes
in income, household wealth, and the ownership of property (which
often grows faster than income), enormous regional variations in socio-
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economic conditions, and the definition’s failure to consider purchasing
power parity in international comparisons.

Some sociologists who study social stratification in China strongly
reject definitions of middle class or middle-income stratum that are based
solely on earnings. As Jianying Wang and Deborah Davis incisively
point out in their contribution to this volume, “By that metric [income],
however, the middle class would never expand beyond the middle 20
percent.” Some PRC scholars, such as Chen Yiping and Li Qiang, also
explicitly state that there is no difference between the Chinese terms
middle-income stratum and middle class and therefore favor using the
latter.*® Not surprisingly, a large number of PRC scholars have increas-
ingly treated middle-income stratum and middle class as interchangeable
concepts in their academic writings and public comments.*!

Like their peers elsewhere, many PRC scholars adopt a combination
of criteria, or a composite index, to define middle-class membership. Li
Peilin, the director of the Institute of Sociology at CASS, has formulated
a comprehensive index for the classification of middle-class member-
ship. The index is based on one of three criteria: income, education, and
occupation. He then assigns the individual to one of the following three
categories: the core, the semicore, and the marginal groups of the middle
class. If a person meets all three criteria, he or she is considered to be a
member of the core of the middle class; a person who meets two criteria
belongs to the semicore; and a person who meets only one criterion is
considered part of the marginal middle class. In 2006 Li and his col-
leagues completed a survey of 7,063 households in China’s twenty-eight
provinces and cities, finding that 3.2 percent, 8.9 percent, and 13.7 per-
cent of the population could be categorized as the core, semicore, and
marginal groups of the middle class, respectively.*?

Li Chunling, another distinguished scholar at CASS’s Institute of
Sociology, adopts a well-considered, multifaceted approach to dealing
with these classificatory challenges (see table 1-1). First, she uses four
sets of definitional criteria—occupation, income, consumption, and self-
identification—to determine how many people meet each of these four
criteria. Then she calculates the percentages of the four groups—total
population (2.8 percent), metropolitan residents (8.7 percent), the labor
force (4.1 percent), and the age group thirty-one through forty years
(10.5 percent)—that meet all four criteria. Her findings provide both
general and specific assessments of the size of the middle class in China.
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TABLE 1-1. Size of the Chinese Middle Class by Several Classifications
Percent

(lassification criteria Share of population
Occupation 15.9
Income 24.6
Consumption 35.0
Self-identification (subjective identity) 46.8
Comprehensive criteria (combining all of the above four)

Total population 28
Metropolitan population 8.7

Labor force (age group 16-60) 41

Age group 31-40 10.5

Source: Li Chunling, Duanlie yu suipian—Dangdai Zhongguo shehuijieceng fenhua shizheng fenxi [Cleavage and frag-
ment: an empirical analysis of social stratification in contemporary China] (Beijing: Shehuikexue wenxian chubanshe, 2005),
pp. 485-99.

If one looks only at the urban pool of Li Peilin’s study, as many as
25.4 percent of those living in urban areas consider themselves to be
core or semicore members of the middle class. Similarly, for each of
the four individual categories listed in Li Chunling’s study, significant
portions of respondents meet at least one criterion for membership in
the middle class, and 46.8 percent of respondents consider themselves
middle class. Despite this fact, both Li Peilin’s and Li Chunling’s studies
have been criticized by many of their Chinese colleagues for being too
conservative in estimating the size of the Chinese middle class. In his
2010 book, which was based on a large-scale nationwide survey, the
former director of the CASS Institute of Sociology Lu Xueyi notes that,
as of 2009, the middle class constituted 23 percent of China’s total, up
from 15 percent in 2001.* Lu’s study also finds that in major coastal cit-
ies such as Beijing and Shanghai, the middle class constituted 40 percent
of the population in 2009.

In interviews with the Chinese media following his book’s publica-
tion, Lu predicted that the Chinese middle class will grow at an annual
rate of 1 percent over the next decade or so, meaning that approximately
7.7 million people out of a Chinese labor force of 770 million will join
the ranks of the middle class each year.** Lu also held that in about
twenty years the Chinese middle class will constitute 40 percent of the
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PRC population—on par with Western countries—making China a true
middle-class nation.*® Lu’s prognostication that China will become a
middle-class country within two decades is highly debatable. What is
not debatable, however, is the fact that China is in the midst of dramatic
changes in social stratification and social mobility and that a burgeoning
middle class is a central feature of these changes (indeed, Homi Kharas
and Geoffrey Gertz suggest, in the following chapter, that it may already
be the world’s second-largest middle class).

Given the widely divergent approaches to defining the Chinese middle
class surveyed above, and the lack of any clear consensus, it is difficult to
settle firmly on one uncontroversial standard. Perhaps the most accept-
able and ecumenical approach is Li Chunling’s four-part typology, which
both makes a great deal of analytical sense and produces results that
have an intuitive believability. Because this is still an inchoate phenom-
enon it is highly likely that the most acceptable definition of the Chinese
middle class will continue to evolve alongside the vagaries of its devel-
opment, but for the time being definitions in the style of Li Chunling’s
composite approach seem most plausible.

Distinctive Characteristics

The Chinese middle class exhibits some extraordinary, perhaps even
unique, characteristics. One of the most noticeable is that its rapid
growth has taken place alongside an astonishing increase in economic
disparities. As the University of Washington professor Ann Anagnost
notes, the “expansion of a middle class and its complex relation to
increasing social inequality represents a delicate balance between market
dynamism and social instability.”*¢ The World Bank reports that the
Gini coefficient (a measure of income disparity) in China increased from
0.28 in the early 1980s to 0.447 in 2001 and is now 0.47 (a statistic the
Chinese government has not disputed).*” It was recently reported by the
Chinese official media that the income gap between the top 10 percent
and the lowest 10 percent of Chinese earners had increased from a mul-
tiple of 7.3 in 1988 to a multiple of 23.0 in 2007.%

It has also been widely noted that the rise of the Chinese middle
class is primarily an urban phenomenon. Indeed, the middle class is
disproportionately concentrated in major cities of coastal regions, such
as Beijing, Shanghai, Shenzhen, the lower Yangzi River Delta, and the
Pearl River Delta. The economic gap between urban and rural areas has
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increasingly widened over the course of the past three decades. Economic
disparities are now so great that some scholars wonder whether the
middle class is even a useful conceptual framework with which to study
present-day China. For example, Xu Zhiyuan, a well-known public intel-
lectual in Beijing who writes for influential online magazines such as the
Financial Times, bluntly refers to the notion of a Chinese middle class as
a pseudo-concept (wei gainian). In a recent book he argues, “in China
during the past ten years, no other popular term has been more mislead-
ing than middle class.”* In his view, an analytical approach that places
too much weight on the so-called middle class actually narrows one’s
perspective and risks obfuscating more important issues and tensions in
Chinese politics and society.

Lu Xueyi and like-minded sociologists do not deny the seriousness
of economic disparities and social tensions in Chinese society but still
believe that the concept of middle class is useful. In Lu’s view these prob-
lems actually reinforce his central argument that China’s social structure
has lagged behind the country’s economic growth for the last fifteen
years.’® Nevertheless, a significant number of scholars have reservations
about how unitary the concept of a Chinese middle class is or can be.
According to Li Lulu, a professor of sociology at People’s University in
Beijing, the heterogeneity of the Chinese middle class can be explained by
the fact that there are three vastly different means or channels by which
individuals can obtain middle-class status. Li and his associate created
the terms “power-based executive-type access” (xingzhengxing jinru),
“market-driven access” (shichangxing jinru), and “social network-linked
access” (shehuiwangluoxing jinru) to characterize these three channels.’!
In other words, various groups—such as the Communist Party and gov-
ernment officials, entrepreneurs, professionals, and cultural elites—con-
stitute a significant portion of China’s emerging middle class.

It has also been noted that the Chinese term for middle class empha-
sizes a sense of ownership (chan) or property rights (chanquan), a
connotation the English term lacks. Some scholars speculate that this
shared notion of ownership or property rights may serve as a powerful
glue to unify these otherwise starkly different Chinese socioeconomic
groups.’”> While members of the Chinese middle class may differ from
each other in occupation, socialization, or political position, they seem
to share certain views and values. One such value is the “inviolability
of the private property of citizens,” which was only recently amended
into the PRC constitution.’® In the words of Zhang Yiwu, a professor of
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Chinese literature at Peking University, this new notion may prove to be
an “important beginning of group consciousness and the sense of rights’
protection for the Chinese middle class.”**

Political Roles

Arguably the most important debate regarding the Chinese middle
class is over the potential implications its development will have for the
PRC’s political system. A long-standing Western maxim postulates that
there exists a dynamic correlation, or even a causal relationship, between
the expansion of the middle class and political democratization. Pioneer-
ing works by Barrington Moore Jr., Seymour Martin Lipset, and Samuel
P. Huntington, among many others, all emphasize, from various analyti-
cal angles, the vital role of the middle class in a democracy.

For Moore the existence of a forceful middle class—or, in his words,
the “bourgeois impulse”—creates a new and a more autonomous social
structure in which new elites do not have to depend on coercive state
power to flourish, as had been the case under an aristocracy.’” Lipset
believes that a professionally educated, politically moderate, and eco-
nomically self-assured middle class is an important precondition for an
eventual transition to democracy.’® In his view, mass communication
media, facilitated by industrialization and urbanization, provides a
broader venue for cultural elites to disseminate middle-class views and
values, thus creating a moderate mainstream in the public opinion of a
given country. At the same time, political socialization and the profes-
sional interests of the middle class also contribute to the growth of civil
society and the legal system, key components of democracy.

Huntington, however, criticizes the theory that a market economy
or successive capitalist developments, alone, organically lead to politi-
cal democracy.” In his view, a country’s transition to democracy often
depends on historical and situational factors, both domestic and interna-
tional.*® Huntington believes that a middle class tends to be revolution-
ary in its early development but grows increasingly conservative over
time. The newly emergent middle class in a given society tends to be ide-
alistic, ambitious, rebellious, and nationalistic in its formative years. Its
members gradually become more conservative, however, as they begin to
register their demands through institutionalized means rather than street
protests and become engaged in the political system so as to protect and
enhance their interests. Both Lipset and Huntington recognize the impor-
tance of the middle class in democratic stability, which they attribute to
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moderate and institutionalized class conflict rather than more radical
and potentially violent conflicts.

The Western literature on the relationship between economic devel-
opment and political democracy, and the political role often played by
the middle class, provides a theoretical and analytical framework within
which to study China’s economic reform and sociopolitical development.
A majority of Chinese studies, however, point in a different direction: the
Chinese middle class has largely been a political ally of the authoritarian
regime rather than a catalyst for democratic change. In their new book
on Chinese entrepreneurs, an important subgroup of the middle class,
Jie Chen and Bruce Dickson argue that, partly due to their close political
and financial ties with the state and partly due to their shared concern
for social stability, these new economic elites do not support a system
characterized by multiparty competition and political liberty, including
citizens’ right to demonstrate.*’

In the same vein, An Chen, a PRC-born, U.S.-educated political sci-
ence professor at the National University of Singapore, offers a com-
prehensive four-part answer to the question, “Why doesn’t the Chinese
middle class like democracy?”®® First, a significant number of middle-
class members are part of the political establishment; as Chen describes,
“many have established cozy collaboration with the local top officials.”®!
Second, members of the Chinese middle class tend to have what Chen
calls “an elitist complex which poses a psychological obstacle to their
acceptance of political equality based on the one-citizen-one-vote prin-
ciple.”®? Third, growing economic disparities and social tensions have
often led the new middle class to form alliances with the rich and pow-
erful in the “common cause [of] resisting democratization and averting
the collapse of the regime.”®® And fourth, middle-class members tend to
“associate democracy with political chaos, economic breakdown, the
mafia, and other social evils.”*

Other empirical studies find that certain widely perceived correla-
tions between the middle class and political democratization in Western
countries are simply absent in China. The Chinese middle class lacks
the political incentives to promote civil society and is reluctant to fight
for freedom of the media. Some middle-class opinion leaders actually
act as spokespeople for the Chinese state. According to this view, the
middle class has yet to develop an identity, a sense of rights conscious-
ness, and a distinct value system, which characterize their counterparts
in other countries.® Almost all of these studies, however, acknowledge
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the inconclusive nature of their arguments and assumptions about the
conservatism and pro-regime role of the Chinese middle class. The expe-
riences of many countries in East Asia and South America suggest that
the middle class can shift its political stance from anti-democratic to
pro-democratic quite swiftly.

Another important development in the recent literature on the topic
is that some scholars have challenged the conventional, dichotomous
treatment of political stability and democracy. The middle class’s cur-
rent preference for sociopolitical stability does not necessarily mean that
it will oppose democracy in the future. In China, if democracy will lead
to social instability, political chaos, or even the dissolution of the coun-
try, there is no incentive for the Chinese people, including its emerging
middle class, to pursue it. In a fundamental way, sociopolitical stability
and democracy should be seen as complementary, rather than contradic-
tory, phenomena. A democratic system enhances sociopolitical stability
in a given country because it is based on the rule of law and civil liberties,
and it provides for the peaceful and institutionalized transfer of power
through elections.

The political scientist Zheng Yongnian, for example, recently observed
that in Western multiparty democracies, although the party in power
may frequently change, there is a remarkably high degree of continuity in
terms of political institutions and public policies. Regardless of whether
the incumbent party is left wing or right wing, it is incumbent upon the
government to avoid undermining the interests of the middle class, which
“plays a pivotal role for the country’s sociopolitical stability.”®® Social
stability is an essential component of political democracy and the peace-
ful transfer of power from one party to another. The attainment of this
stability is due, in large part, to the instrumental and pro-democratic role
of the middle class.

The Chinese middle class’s current inclination for social stability and
gradual political change, therefore, should not be characterized as pro-
CCP, anti-democratic, or even conservative. As the Michigan professor
Mary E. Gallagher argues, “There may be benefits to delayed political
change in China. Integration into the global economy, the increased use
of legal institutions to mediate conflict, and the influence of a small but
growing middle class may together slowly build up a more stable societal
foundation for democratization.”¢” Following the same line of reasoning,
some PRC scholars have recently expended great effort developing ideas
that “conceptually and procedurally make democracy safe for China.”*®
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The rapid expansion of the Chinese middle class and its changing rela-
tionship to the government has become a focal point of scholarly work
on Chinese politics and society. Both the unfolding story of China’s
drive to become a middle-class nation and the widely differing scholarly
assessments of its implications will undoubtedly enrich the literature on
this important global subject.

Arguments, Methodologies, and Organization of the Volume

This edited volume is the product of an international conference held
on September 22 and 23, 2009, by the John L. Thornton China Cen-
ter of the Foreign Policy Studies Program at the Brookings Institution.
Approximately 300 people attended the conference. Nineteen scholars in
the fields of sociology, political science, economics, education, history,
and law—including eleven U.S.-based scholars, five from the PRC, one
from Taiwan, one from South Korea, and one from Australia—presented
fourteen papers. Offered here are all fourteen of these papers, revised to
reflect insights gleaned from exchanges during and after the conference.

All of the following chapters are based on firsthand original research
and each focuses on one or two specific issues surrounding the Chinese
middle class. Several chapters approach the problem from the Chinese
perspective or comment extensively on Chinese scholarly debates on
the subject. Others painstakingly address the essential definitional and
categorical issues, and some provide much-needed cross-country com-
parisons. One persistent fact is that contributors to the volume have
vastly differing views regarding the political role of the emerging Chinese
middle class. This volume’s rich empirical evidence, diverse perspectives,
multidisciplinary nature, and clash of ideas and conclusions make it
especially lively and valuable.

Chapter 2 by Homi Kharas and Geoffrey Gertz is unique in two
respects: first, it is the only chapter that focuses exclusively on economic
issues in the wake of the global financial crisis; second, it provides
a macro-level view of the global expansion of the middle class. The
authors argue that as the current financial crisis undermines America’s
customary role as the consumer of last resort, the “center of gravity of
global output shifts toward Asia.” Based on an absolute definition of the
middle class (those with expenditures surpassing $10 a day), the chapter
projects that among the world’s top five middle-class markets in 2030,
four will be in Asia: India, China, Indonesia, and Japan. According to
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this chapter’s predictions, China will surpass the United States by 2020
to become the world’s largest middle-class market.

Chapters 3-5 examine the middle class in China primarily from the
Chinese perspective, examining the way PRC scholars, government lead-
ers, and the general public have viewed, acted on, and reacted to the
major changes taking place in terms of social stratification and political
ideology in China.

Chapter 3, by Cheng Li, provides an extensive review of recent Chi-
nese literature on the study of the middle class. With a detailed discus-
sion of several prominent PRC scholars and their most influential work,
the chapter highlights the shifting focus in recent Chinese scholarship
on the middle class from its effect on social stratification to its possible
political implications.

Chapter 4, by Zhou Xiaohong and Qin Chen, examines what they
believe to be the two most important contributing factors, one external
and the other internal, for the rise of the Chinese middle class. The
external factor, economic globalization, represents a synchronic trans-
national flow of Western capitalism, which has helped nurture middle-
class consumerism and lifestyles in urban China. The internal factor,
domestic social transformation and upward mobility, reflects diachronic
changes in the economic, political, ideological, and structural domains
of China in the post-Mao era. These external and internal factors make
the Chinese middle class similar to its counterparts elsewhere in terms
of consumption patterns and other economic activities but different in
terms of political attitudes and behaviors.

Chapter 5, by Lu Hanlong, focuses on the Chinese authorities’ prag-
matic notion of xiaokang or xiaokang shebui (a moderately prosperous
society). Lu’s analysis can be enormously helpful for outside observers
not only because the idea of xiaokang represents the cultural and ideo-
logical foundation for China’s transition to a market economy in the
reform era but also because it has been used to justify the state’s major
policy drive to expand the middle class.

The definition of middle class employed is inevitably controversial. An
extensive discussion of definitional and categorical criteria is therefore
essential. Chapter 6, by Li Chunling, and chapter 7, by Jianying Wang
and Deborah Davis, both deal with issues relating to the definition, cat-
egorization, and internal groupings of the Chinese middle class. Draw-
ing upon a wealth of quantitative data from censuses, national income
surveys, and household income surveys of Chinese cities from 1982 to
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2006 (some of which the author herself participated in as a principal
researcher), Li Chunling offers a clear and comprehensive picture of Chi-
na’s rapid upward social mobility over the past two decades. The chapter
finds that among all members of the middle class, 65 percent are from
farmer or worker families and 57 percent held blue-collar jobs before
obtaining middle-class status. Its heterogeneous family backgrounds
and diverse occupations have not only contributed to the “inconsistency
between social status and economic status” of the middle class but have
also undermined the formation of a collective class identity and a unified
class consciousness.

The chapter by Wang and Davis raises one of the most fundamental
questions in the study of the Chinese middle class: Should it be treated as
singular or plural? Based on their quantitative analysis of major occupa-
tional groups, Wang and Davis document several middle classes, rather
than finding a single middle class. The chapter shows that an upper
middle class of professionals and managers has emerged that is distinct
from a more generic middle class and from officials, who are also part
of the middle class. The authors argue that any theorizing about the
political impact of the Chinese middle class must take into consideration
these internal divisions.

The most astonishing aspect of the emerging Chinese middle class is
the scale and speed of its expansion. Chapters 8-10 provide comprehen-
sive information and analysis of the crucial factors that have contributed
to the rapid growth of the Chinese middle class.

Chapter 8, by the economist Joyce Yanyun Man, reveals that since
1998 the privatization of the housing sector has benefited a large num-
ber of people, enabling many families to purchase homes from their
work units or the housing market or to obtain houses from developers
and local governments through urban relocation. According to recently
released data from the large-sample Urban Household Survey, China’s
homeownership rate reached 82.3 percent in 2007, exceeding the level
of homeownership found in many developed countries, including the
United States (roughly 67 percent). Though the author argues that the
size and wealth of the Chinese middle class are rapidly rising to catch
up with middle-class countries, she also recognizes that the problem of
affordable housing may constitute a severe sociopolitical challenge.

Chapter 9, by the sociologist Luigi Tomba, also focuses on housing
privatization. His analysis challenges the conventional mainstream nar-
rative concerning the “housing effect,” which often emphasizes a unified
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middle-class-based action toward certain goals of political and structural
change. Instead, he finds that local variations, the divided nature of the
homeowner class, and the various forms of new hierarchy being created
all suggest that middle-class homeowners may not soon arrive at a sense
of unified collective agency for political change.

Chapter 10, by Jing Lin and Xiaoyan Sun, examines how the expan-
sion of college enrollment has transformed elite higher education into
mass higher education over the course of the past decade. This develop-
ment has, in turn, contributed to the rapid expansion of the middle class
and will continue to do so in the future. Lin and Sun’s chapter shows
that the total enrollment of college students in China increased from 3.2
million in 1997 to 26 million in 2009. A significant portion of the chap-
ter examines the phenomenon of the post-eighties generation, which is
not only the main beneficiary of the affluent economy and expansion of
higher education in the country but also the first generation of Chinese
college students to “face an extremely competitive job market.” The
chapter discusses the distinct characteristics of this upcoming generation,
the future backbone of China’s new middle class.

Seeing as middle-class development is a global, and not distinctly Chi-
nese, phenomenon, cross-country comparisons, especially among East
and Southeast Asian countries, are invaluable. This is the case not only
because these societies also experienced a rapid rise of the middle class
in recent decades but also because many have made remarkable demo-
cratic transitions, at least partially resulting from the growing influence
and political participation of middle-class actors. Chapter 11, by the
Taiwanese political scientist Hsin-Huang Michael Hsiao, and chapter
12, by the South Korean sociologist Han Sang-Jin, provide this type of
comparative perspective.

Hsiao’s chapter argues that one should not perceive the middle classes
of the Asia-Pacific region to be uniformly “politically conservative,
liberal, or radical.” Rather, he describes their subsets as “diverse” and
their political standing as “situational,” taking into account their vari-
ous historical contexts; he sees their relations with authoritarian states
during democratic transitions as “dialectical.” Hsiao finds that in East
and Southeast Asian countries, “none of the authoritarian regimes vol-
unteered or self-initiated top-down democratization.” Instead, specific
subsets of the middle class (that is, the liberal intellectuals and profes-
sionals that reached out to civil society organizations) often played a
crucial role in the democratic transitions of these countries.
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In his chapter, Han compares the role of identity in middle-class
development in South Korea and China and argues that, as an inde-
pendent variable, identity is as significant as education or occupation in
influencing middle-class politics. In examining several large data sets in
South Korea and China, Han finds that the middle class’s development
of a “grassroots identity,” or pursuit of citizens’ participatory initiatives,
gives rise to the significant difference in political practice. Han is optimis-
tic about the prospect of democratization in China because the change-
oriented and grassroots segment of the middle class, which played a
defining role in the democratic transition of South Korea, is beginning
to emerge in the PRC.

The final three chapters all directly address the volume’s central ques-
tion: How will the rise of the Chinese middle class impact China’s politi-
cal development? Chapter 13, by Bruce ]. Dickson, focuses on private
entrepreneurs and calls into question the theoretical proposition that
“privatization would create pressures” for democratization, as well as
the notion of “social forces as inherently antagonistic toward the state.”
Instead, “economic development has created material interests [on the
part of the middle class] that in turn create a preference for stability and,
therefore, support for the current regime.” Despite this finding, Dickson
also cautiously points out some possible factors—for example, a decline
in the pro-business policies of the CCP and middle-class resentment
toward official corruption—that may change the relationship between
the middle class and the regime in the future.

Chapter 14, by Ethan Michelson and Sida Liu, offers a detailed and
sophisticated Internet study of Chinese lawyers, another distinct and
increasingly important subset of China’s new middle class (the study
shows that 70 percent of Chinese lawyers define themselves as middle
class). The chapter not only exhibits the key demographic and socioeco-
nomic characteristics of Chinese lawyers but also reveals their political
views and values regarding some sensitive issues. Michelson and Liu
argue that the fact that Chinese lawyers are economically unstable,
politically restricted, and institutionally vulnerable in terms of their
occupation-specific work conditions may determine their political stance
and behaviors in the years to come.

Chapter 15, by Jie Chen, uses his survey data in offering a compre-
hensive comparison between middle-class and nonmiddle-class members
in China in terms of their political views, values, and behaviors. Chen
illustrates that while most members of China’s emerging middle class
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favor individual rights, they continue to shun political liberties, including
the freedom to demonstrate or to form organizations, and are not inter-
ested in promoting democratic changes such as the implementation of
competitive elections. Like other chapters in the section, Chen’s chapter
also recognizes that dynamic forces and their interactions in the country
may eventually change the political equation.

This volume’s contributors not only provide a wide range of argu-
ments, insights, and scenarios based on empirical evidence of China’s
emerging middle class but also put forth some provocative ideas for
both intellectual and policy debates. Despite many contrasting views
and assessments about the size, composition, characteristics, and even
definition of the Chinese middle class, some baseline consensuses have
emerged out of this intellectual joint venture. Contributors agree that a
new socioeconomic force has profoundly changed China’s social stratifi-
cation and economic landscape. No one seems to doubt that the Chinese
middle class is more or less a heterogeneous subset of Chinese society or
that it has remained, at least up until now, a political ally of the Chinese
authoritarian regime.

Equally important, there are recent indications, as noted in several
chapters in the volume, that the Chinese middle class may soon become
a crucial force for political change. Sophisticated analysis of this new and
rapidly expanding socioeconomic group will allow one to more accu-
rately plot China’s likely political trajectory in the years to come. In the
broadest sense, promoting a better understanding of the Chinese middle
class may help to alleviate some of the misgivings and apprehensions
engendered by the Middle Kingdom’s reemergence on the world stage.
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