Institute of Economic Decelopment and Research
SCHOOL OF ECONOMICS
University of the Philippines System

N B
Discussion Paper No. 75-13 August 1975

/§EﬁRCH FOR THE JUST WAGE IN CHINESE INDUSTRY
IN COMPARATIVE PERSPECTIVE

by

Roberto M. /gernardo
/d

A
L

IﬂDR Discussion Papers are preliminary versions

NOTE: i
oulated privately to elicit critical comment,
References in publications to Discussion Papers

should be cleared with the author(s).,

4

“!‘V"yy .
N S e i g



SEARCH FOR THE JUST WAGE IN CHINESE INDUSTRY . -

IN .COMPARATIVE PERSPECTIVE T
by
5.5, - -Roberto.M,  Bernardo® - - o crredooeet oo
| "The teaching of religfen' and® morality
“is generally that a man should have

N ek ,uv; not what he can et but what he ought
R to have."

E. H. Phelps Brown, Economlcs of
. Labor

Non—market Pay leferentials

oy s
N T

ﬁcommﬁnisy China, has'neﬁer:acoepted the markétiiiiﬁéféié 5f'
wage%&eﬁerminatgon used widely, no matter how imberfeé%l?, Qéy,'iﬁ
~the Scviet Unioj or in the United States, When its central econom
‘mie managers f#st tried their 1nexper1enced hands at reformlng f:
wade structurea inherlted from China's semi-capitalisf péét they}

s 4

ignored the’ pnlnolple of looking for wage rates that balanced supply
of appllcan&s with the demand for vacancies in spe01flc sectlons of
the labor market, | Their'mogt’inporteni‘concern was the formaflon
of' complex skills and ‘the encouragement’ of work effort in glven .
places of ‘employmeént within much narrower wage ranges than ex1sted

formerly, True, China adopted the' elght-grade scale for workers,

and ‘it adjusﬁed this for sllght regional and 1ndustrlal dlfferences,
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to reflect cost-of-living differences and to encdurage’fhe movement
of labor to places and occupations desired by the central planners.
But these adjustments did not go eveni approximately as far as
market-determined pay differentials would have reached, The wage
Aszsystemis labor-allocatlng function thus remained secondary, espe-
-vecially from 1958 onvards and moral incentives and pressure from
_‘_various groups to which citizens belonged and admlnistratlve assign-
-ment‘played the signlficant roles in the deployment of labor. Pay
was not, as a general rule, adjusted market-llke to deploy labor to
i;e hlg@est—yielding uses. The.eight grade soale survives to the
Preegnt ti@ﬁ% ofwcqqrse, and -the current:anti-bourgeois cultural
gqgement méEQIXASSEKS'tO restrict and slowly.compress: pay differen-
tials,-ZCu; ent official policy fullygrecognizeSJits;necessary pdle
as prov%de of‘mate:ial incentives, especially for skill-formafion.
)But jheiyé df the eight-grade system for piecework and.overtime
ﬂggj‘hay% been discontinued as a whole, although the vastness of
Cbipa ;ndjtge‘pegguitfof greater administrative decentralization
ﬁeang.that thexeAere,bpund to be some or many exceptions here and
tpepe,m In edditiqn, pay differentials have Peen compressed and top
exeeut}ve pay is even oceassionally dominated by the pay of veteran
§g;1ied,1eborers;‘it is frequently dominated by top professionals
inside the enterprise, contrary to the universal historical pattern,
The.. otherwlse centrallzed application of industrial wage adminls-
-tration has also changed in favor of participation by workers.

These are all significant reforms of the old industrial wage system.
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~We are surprisedg“fﬁeréforeg’to‘read one of the West's
leadlng labor- ecénomists, E, H, Phelps Brown wr1te°:7“The iﬁdiee;
tions from recen* years are of a reaffirmation of tﬁe eee&paéiogel
pay structure even a widéning:of its span, with 'reéﬁénéibie ceéi
rades' éarning 5 to 7 times as much aslfhe'unskilled " Chinese
pay differentials intrigue hin 'and others because the "Soviet-f;be
economies have arrived at pay structures very simllar in their
gradations and range to those of the West, and adjusted differene
tials so as to bring about a desired allocation of 1aﬁor th}ough

the response of workers follow1ng their self-lnterest. But what

of Chlna, 1n whi}h the pursult of self—lnterest has been execrated9"2

sources is indeed, eschewed and so is the labor

The:brim reliance on private material intérests in the

allocation of z

market, EInjthg‘official ideology,:éhe’bf the main vehicles for
? ‘ o : o
»the“expressyon of inegalitarian, and what are held to be socially
i

divisive mOﬁefary incentives, is' the labor ﬁerket.- Thegﬁse of s

labor markets in the Soviet Uiion is ong of the main reasons why
the officisl Chinese ideélogy. We reads '":;;.tﬂe:fect is cieer';
that Soviet workers and peasants haveiﬁéen reduced to éﬁrely'hifed

- ‘laborers ‘and thé labéur force in ‘thé 'Soviet Union has become a

" commadity fg?markéié&‘produci].“"’we reed:ﬂfeo,'thaf "A11 Soviet"
enterprises are run oﬁ'bapitalist"ﬁanééeﬁent lines,... with em=

Phasis on profits angd other material 1ncentives."3 Thus, in the

Chlnese view, an economy claiming to¢ operate grimarilx on moral incentives
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can be recognized on whether its pay differentials, as we shall
see, are comparatively severely compressed at the present time as
-to preclude its span from being set by market forces. Even the
?arar_occqpatioﬁal,epan of 7 to 1 Howe found in the aircraft in-
dustrytpeles‘into comparative insignificance when compared with
comparagble market economies. The writer was recently told by a
flight supervisor of the. Philippine Air Lines in August, 1975,

" that its»toplexperienced international pilot earns 30 times its
-

beginning“pilot.

RN

T conclude that Phelps Brown's oplnlon, whlch seems te imply
"‘that” Chlne;z wage patterns ‘and policy resemble the Sov1et Unlon S,
reflects m@ﬁ;eadlng opinion and data he was supplied with. by
ChristoPhengowe's recent book on the.subject,:one .of whose main: .

R | — —
messagesis that '"the fundamentals of the pre-1966 [_wage;/ . system

x 4
% k

have rimafhed unaltered to the present time.”un‘Robert A. Scalapino
gave afsimilar judgment, too, in an article where he tells us that
"...economic incentives are very much the order of the day, and the
deeire for material begefits is growing, indeed, is encouraged by.

the new~regime.”5 - These opinions puzzle us even more in the light

of recent headlines in the Chinese press decrying material incentives,
urging over watchful vigilance against. the spontaneous resurgence: of
capitalist forces, and calling for the restriction of bourgeois in-

equality-fostering‘rights.s Nor does Charles Hoffmann's recent

.. book on The Chinese Worker help us to settle the puzzle above;7-_I

shall argue here, on the basis of the information available, that

the similarity between the pre-1966 wage system and the present one is
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superficial. But before we do this, let us enlarge our perspective

by considering some preliminary comparative remarks, |

Similarity with Job Evaluation

The search for the just wage in the capitalist West is,

- interestingly, the main task of Job evaluation, that administrative
.yet imprecise art, often mistaken by its users as objective science,
.- The uelnigoal3of Job evaluation is to derive.a structure of wages
thet administrators can persuade. employees to accépt as "just,"

The search for acceptable wage differentials comes from the fact
that corporathgs often cannot as a rule, merely take over an ex-—
ternally suple;d structure of market determined wages. When one‘

leaves the tex ook world of markets one often flnds a plethora

'of wage—prlces:for the same JObS.‘ There is rarely an erternal
well-deflned ;ag: structure glven by actual live markets. For _
exanple, 3wage survey conducted by the Sen.Fran01sco Chronlclei

in early 1974 for the San Franclsco Metropolltan area showed that *
a c1ty government malntenance machlnlst in early 1974 made $18 220

a yedr. But thls contrasted with 12 4500 for Hunters Polnt 1n the
sSame city. An electrlcal 1nspector made $20, OOO° thls oontrasted
with about $15 000 paid for the same Job 1n that same 01ty. And

the clty government pald its plumbers 31 32 an hour more than o
prlvate contractors were pay1ng.> In the summer of 1974, thls writer

taught the same subgect in two dlfferent schools in the Menlla

Metropolltan area and earned three tlmes as much in one insti~




tution as in the other.

Another reason why many firms eméloy elaborate and formal
Job evaluation schemes comes from a fact not appreclated enough
by academic economists. Myrlads of 1ntrafactory JObS are so hlghly
specialized, or so unique to the firm that no external labor markets
exist for them, Hence;theyneed for an administratively set internal
wage’structure to reward;fairly various workers, - These'undifferen-
tiated mass;o£>workers may be hired at going market rates, bdt they

are immediately trained and promoted to various specialized jobs.

| One ?rincipal Chinese view of the Just wage is that :Lt be
payment acebrdlng to work, That is what the new constitutlon of
January, l 5 states-more as 1deology or formality than as fact
as we sha gee, In spite of the economic theorlst‘s remlnder that
no sc1ent§fieally valid way of derlving or 1solat1ng one! 8 total
work ogntiibution exists (since many other factors of productlon
H
kcooperatetjointly with labor), there are two main crude approaches
to measuring work contribution, The first way attempts to measure
work contribution from the point of view of the input requlrements
of a given joo as compared with others. The gob evaluation art
referred to in the precedlng paragraph takes thls approaoh. The
basic assumption of quantltative methods of Job evaluation, espe-
cially the most widely used one, is that the 1mportant requirements

of each JOb can be aggregated and expressed in terms of a common

denomlnator of abstract p01nts. Thls bellef in a common measuring
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rod for JObS is 31m11ar in spirit to Karl Marx's assumptlon of

common unlts of s1mple socially necessary labcr that could be used

‘for comparlng dlfferent qualities of 1abor.

- The point-rdting method widely used in large United States

enterprises alle*s points to a Job according to the various de=

;;fiped degrees of each of 'several technical ingredients required by

each factory job. A.real-world example illustrates this. An

rineurance company assigns 20 points to a particular job for the

factor called supervisory responsibility, This is a job with

very little responsibility, which is the given deflnltlon of degree

">1 to whlch ﬁo polnts correspond. For degree 2 of respon81bllity,

lWthh recelvis 40 points, superv1s1on of one to three persons 1s

~

F;the oritericp, There are five degrees of superV1sory respon31bi-
‘ 1ity each wgh its prescrlbed number of pomts. There are, how-
o0 -ever’ othef Jo‘b fac-tors, such ag Job knowledge, and 1ts flI‘S‘b a-nd

‘lsecond d%grees, by comparlson, recelve 1OO and 130 p01nts res-‘ﬁ

*

pecflvely. For the job factor called educatlon, 60 and 75 p01nts

corresponds to 1ts first two degrees. Job knowledge is the most

'prlzed gob 1ngred1ent in this varlant of the quantltative p01nts

{*system, receivmng a maxlmum of 310 p01nts. ’ .

At this point the curious onlooker might suspect the

arbltrarlness of the crlterla above.. So he-or she asks how the

; llst of job factors, nine in this points plan; came about. - And how

do we decide,, anyway,, the relative amounts of pointsite a¥lot”to the



va;ioﬁs percelved degrees of the evaluetive crlterla? No ultimately
ﬁobJective answer valid for everyone can be given, The fact is that
an administrative superv1sory staff, a committee of evaluators,
-decides these questions. Or it may borrow aVWell-known points plan
fron:the outside, That administrative committel, having decided
these questions, then studiées each job%h specifiéatioh ahd‘deserip-
tion. .Then the committee assigns to édchblue-dollar or white;collar
Job the various degrees of the list of factors (and their’ correspond-

ing points) it agrees imheres in each job examined.

Each 3%% 80 evaluated ends up w1th a global points—total : But,
as in the cdse of Chinese agrlculture, p01nts—totals require. transla-
tion into m&xetary terms in dollars and cents. Thls .is. where certain
mkey Jobs fo® which external markets exist and Wthh the evaluatlon

group cqnsf

-

ers to be "on the market" come 1nto play as benchmarks,
&

Assume shag the rate for an insurance flle clerk 1s $2.50 an hour,
for a Jénrtor, $1.75. Both are "on the market." If the clerk'

Job previously ylelded 2 total of 410 p01nts and the janitor's 260
points, then the dlfference of 75 cents is correlated. $o.-the cor=
respondlng difference in points'pf 150 So a point corresponds‘to
half-g-cent, A uniquel& specialized intra=-compqny job for which no
external market exists and which scores 300 peiﬁts, or 40 polnts
more than 260, then’ gets a base rate of pay of $1 95 per hour, or
20 eents.above $1.75. But note how the external'market‘reeily &omi—

‘nates the internal wage structurs and- governs notions of the just
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wage, And so note how much easier it 1s for the capltalist and
Soviet flrm to look for seemlngly Just wage dlfferentlals w1th |
which to control its workers! wage complaints, The jeapitalist
and Soviet firm have surrounding external labor markets to.blame
forany.alleged inequalities in the  internal ‘wage etrucfure; ofind

-their formal job evaluation process gives the 11lusion of some

.:kind.of justice because of itSZconsistent”andﬁsuperficiéllyagbjec.

«tive basis and rules, - -

Pieceﬁork and Market Appfoaches

Pomtaie s vt o L C P o [ REEIN

- ixv The ;othe@ main way:of measuring work so as to arrive dt a

- presumably @uft internal wage structure looks at the output or -

product side pf each job. One difficulty here is that not &1 .
produets ‘E').'f‘ ;ﬁ various specific jobs in a ‘company can be measured,
as the Chanéhe;themselves experlenced in the 1961~65 piecework °
period, Hhey could not count the products of all workers, espe~

‘ 3

clally 1ndirect workers and technlcal staff And s0 only about

i‘ .

~d

42% of all 1ndustr1al workers were pald on plecework 9 But _a more

Y

serlous obJectlon, from the p01nt of view of the Just dlstrlbution

of wages, is the 1mposs1b111ty of dlsentangllng a worker's total

3 N ‘#

output contrmbution when, as is generally the case, hls output also

depends in one way or another on the Joint serv10es of other workers

1.

v ,\

and of factors of productlon. Suppose I dr111 ‘seven tons of coal a

i M B

day. What portlon of it is all mlne and what part is the drlll‘

There is no way of settllng the problem, s1nce there is no way of
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iééiaéiﬁélﬁ§nsépéfaté igﬁglvéohtfiﬁutiénvfféﬁ the drili;s..‘_

;- :Some will say,  that 2 man's added contribution to a firm's
ﬁgyenues can be measured by freezing momentarily the'lévals;atu
swhich joiqtlydcooperatingrinputé are used. Then we can set up what
each additional laborer contributes to the value of & firm's proe
_;@gcts,gglndeed, this procedure yields an employer's demand schedule
- for successive amounts of labor. Which wage on this added value-
productivity curve the market will settle depends on the supply
schedule of applicants, The p01nt or zone so 1ntersected determines,
in fagt,kjbf.market supply and demand wage. It reflects the value~
prqdugﬁiyif? of the last worker, - Since, under. sufficiently. compe~-
‘titéye marl t conditions,. intra-marginal, laborers as well as the
last additfons are mutually substitutable and" expendable and are,
thergféngéiré;tgd alike, everyone receives the same marginal wage

rate. § TR T ' ' ' . .
i

From the p01nt of view of 3001al Justlce and e;hiéé, why‘shguld
1ntra—marg1nal laborers w1th hlgher marglnal prodﬁct1v1t1es recelve
the wage rate of the last addltlonal man° Secondly, and 1ndepen-
dently of the first obgectlon, thig method of measuring work contri-
butlon for purposes of Just remuneratlon is not lmﬁugé fibm the im-
p0331bi11ty of dlsentangllng an 1nput's total separate contrlbutlon
to the output of the Job in questlon.yvA.ﬁell-known text stresses

that a worker's or rare basketball player 8 added products depends

not only on hlS own abllitles and effort "but on the quality and
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- quantity of other resources with which a laborer ﬁorks jointly."

It means working not only with a truck if one is a trucker, and
it means also to work Qithin*the environment provided by'the”equip-
ment and resources of the whole economy." The text's authors con-
clude that "1f 1t 1s sald of the capitalist system that people are

pald accordlng to thelr produce, that, too, is a meanlngless state-

ment,...."jq E&sewhere in a 1973 1ssue of Journal of Phllosophy
Kenneth Arrow remarks that the moral criterion of distrlbution he
finds more popularly held than John RawlS’s moral rule (of inequa=-
lity only 1f 1t helps the worst-off group) is dlstrlbutlon according
to one's creation. That, too, is not immune from the two objections
raised above agginst the marglnalrmoduct1v1ty Justification for in-

equalltles in mgalth and. income,

S by

; r
In the en what one gets even in a competltive market is merely

- X

N

a supply anﬂ d?mand wage, and it is qulte morally arbitrary as thle

'example shoys. Assume you were born Wilt Chamberlaln wlth exceptlon-

A

al natural aptltudes for basketball Better stlll you were born,

i

lucklly, into a wealthy famlly and became the pres1dent of a. modern

large enterprlse. Because of your worklng as3001at10n w1th a highly

'capltallzed flrm your added value-product1v1ty is a mlllion dollars

a year.: mhis may partially explaln wh§'top Amerlcan executlves
BRI A ‘ "- o "‘ 'v'

earh a total pay package of one mllllon dollars or more a year in
11 ;

ﬂgood years. But if you were not as well connected and you ended
up in a small flrm that requlred the same effort, youxr added value—

productivity would necessarily drop to, say, $20,000 a year, or one=
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fiftieth asrmuch.vﬁlanhina,_a manager so transferred from a small

firm to a large one receives the same wage, more or less, pretty

. much in the manner of an American eivil servant, Grade 14, trans-

_ferre@:to a larger government.hureau&

I would like to put the prev1ous argument in diagrammatic

" form for clarity and for future reference. Also, the graph shows

L

ue some additional aspects of the contlnulng search for the just

wage in the Chinese eoonou&.

$1, 000,000 6__ NS vValue Added in Large Firm

Y

Wz——-lhﬁiB;;;w‘.~;- G T Il
J Value Added in Small Firm

Hours 'orked Yearly by a Manager

Lgt ns represent our s1ng1e executlve talent here by the

"fixedsnnmber of hours he supplies per year, merely for 31mpliclty.

'Note that at the larger firm, our example has a far higher added

e r‘

productivity than what he would have at a much smaller firm, The

“starting poeition, therefore, of the product1v1ty curves above

depends directly on the quallty and quantity of the human and non=

human Tesources our exeoutive works JOintly w1th, as well as on

0
B!

the surrounding 3001a1 overhead cap1tal such as transportation,
security and educational faclllties. The broken 11ne OWBS presents

our executive s supply of labor in the market for managers° at a
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wage' lover' than"the height OWy he leven: this wearieb.* From the -
polut! of. view of. social-justice, ‘there 18 ml compiling intuitive
reason why the 1ticky exeeutive’ (s baskethail ‘Player) should: get -
s the’ supply and’ demand’ vags: of ne-million doliar¥, sificé’that’ Ir
~dependsy too,’ bn other jointly’cooperating‘factére.fvih~éﬁina;?€%
therrentgeleménteaf~highwwages;‘wc,:a-sﬁrﬁlﬁé'ﬁ&@é*uﬁﬂebeSséry”iﬁ"
eliéitingﬁfﬁrtheémswbplie%{bfflabob;”is*ieduée&*e%:mﬁthee?ﬁds;;7
sibleﬁer*elimiﬁatedfbyfCurfént"wage ceilings."The”dhihese poii i
“ s makerev Justify this by claiming that. the resulting d‘i-éfﬁsﬁ%i'én%r
income é&émes: cloger ‘o their morally preférred’ eriterion: ef‘jﬁeﬂ
tices  Note thai ouricritisism of the market” productivity %héoryéﬁ
of ‘the-jast. wagé ise clearer than Jékn Rawls's® very-vague ahd
it it oméwhat: tauto bgous attack a8 suggested by thig. sehtenéé: from::
himg "But"aS‘ e’ have seen, ‘the extent bof one's’ contribiitionsu® o
(¢stimated byyone's marginaITprodﬁétivity)*depehdsfﬁpoﬁ supply dnd
demand, sgrqu'afpersoﬁrs"moral‘wérthfdoe§7no% vary ‘aecording! to
how many offer similar skills, or happen to want what he céﬁﬁprOA'

duce."12

Merit Bvalwation. '~ -1 « o 1h o oo e

‘~_1‘., . H .
I T AT . Yo o o - ,

A related aspect but conceptually dlstlnct from the Job _

evaluation and priclng process 1s merlt evaluatlon. Thls refers

Lo .'j R SR

~ to the periodlc assessment of the man hlmself, not the Job requlre-

ERENEIIRGD F 3

ments, after he has started employment These qualltles 1nher1ng

on the worker, ‘as dlstlnct from the Jobiltself are such things
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as promptness accuracy, att;tude, oooperation, and sense of res-
ponsiblllty Again in the typzcal Amemoan f:.rm, mer:.t evaluation
is admin:.stered from above by a worker' 8 supervisor. Judgments

of the worker s attitude or competence may often depend on an insecure
and mcompetent boss who prefers plzant men skove all else.» So long
as supervisory staff admm.ster job and merit evaluation questions

of‘ equrty pertammg to its mplementat:.on and calculation will
amse. This was true in China during its Cultural Revolutiom when
lthe relatively unskilled and 1ower-pa1d workers and others ventilated
the;r dissat:.sfactmn wzth both mdustmal and ag's.cultural wage ‘

and uork a’umstrat:lon. _ In the old agrlcultuml points system,

Vi
.4\

for 1nstanie, the team leader and his 1mmed1ate staff evaluated
po:.nts al ted to varmus farm tasks and often ass1gned their favorit
to the be rated jobs which led to grumblmg. As we shall see
1ater, tEe eultural Revolution also transformed the ]Ob and merlt
evaluition process in industry into a "sem-part:.clpatory process,

n e

at least.

Fundamentals of Pre-1966 Wages

With the preliminary remarks above in mind, we can more |
meaningfully compare and contrast the post-Culturalt Revo‘lution
wage evaluation patterns with the old. Let us start with the essen-
tial characteristics of the pre-1966 industrial wages in order to

-appreciate more deeply where the new breaks away. with the old.

How did a worker seeking work obtain it and its ‘corres-




| 1:ongHLE the vage manual-for his region, Hunan Province,! Beinga’
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ponding wdgs during the- -1961=65 period and “for much of 1966 Let
us follow. this Kypothetical™ example of a Job-seéklng smlth and o
imagine. ourselves in'thé‘Chinafdf’that period or in the Sov1et
Unioni- In:China, tHere i¥ no fully” working Job market as we knowi;
it-in Ameriea; !’ Byt worker goes "£6 the local labor bureau. It may
askihim to7WeFk (A 4R industry or place where hlS skills are cri— )
tlcally needed, The statets labor-allocatlng representatlves may -
give applidints d6veral "6hoices of émploYﬁéﬁfhigw‘ceéﬁds sssume o
tha$tafﬁei negétiating with the ‘Tak ureau, our.smlth accepts

an assignmentt in'a particular facﬁory of the machlne-maklng in-yhgﬂ
dustry.-ﬂﬂls“gfﬁie‘levei w1th1n hlS ocoupatlon of smlth depends :
upon how ithe. faifory authorlty &valuatés his job khowlédge,ﬁéxiész'
rience, and prefious education and training;m'fﬁs;ovéisll;fsfloés -
in h;glofﬁlgésl};lographicfile‘qomesin handy., - Accordingto our
e§%mgle&:le£;g§ pfscexour smith at-Grade 2i There are eight skill=
gg@dss,grkw%%qﬁganks._ Towobtainfhis.monetary bésezratéiofﬂﬁéyiﬁwé“
low-costrof-living gren, the: otherwise uniform wige ‘for grade d

smlth*;n ¥he machine~makingsdndustty is adjusted 6 reffoct thit

fact. S T S TR S S RA IS ST red b VIl
~ . A O T e VT I LEEV NI
LTy LS e iy
Each of the seven oxr elght grades of every occupat19nal
B e b ey Lt

class1flcation then corresponds to a stated base rate of pay.

T BUS FRIMUSTrma cnptsdiio md o
Another example of an occupatlon in the dehlne-maklng 1ndustry

. BARTIEN f
\

is metal drllllng; whlch also ran the wage-ladder from grade 1 to
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8. There were about a dozen other occupations listed under the
machine-making industry at this time,but the 1list of occupations
is expanded as the industry advanced in technical complexity or,
as_finer.qccupational distinctions were desired. Also, not ail -
eignt grades were, in practice, used by each occupation: Occupa--
tions well-known to require more skills: than others started their
workerssgg grade 2 or 3. Occasionally, grades 1 through 4 are: -
ignored.in some occupations. In the mid-1950s, for instance, a -
smith in the machine-making industry started at grade 5. ‘Drivers
meanghile started at g:ade 2 and its top grade was only grade u.iu
Note fhengtheupmsence of some flexibility in the use of the cen-
trally sel wage-grade system to reward for the relatively ‘difficulty

of recz:z:ng skilled workers in some occupations., -

is a fifteen year-old unskilled and sem-sk:.lled and

Semi‘olit:mte teenager fresh off the farm, Let us follow him on hzs
way’ up the eight-grade hierarchy. The first two or three years, de-
pending on his progress, are spent as an apprentice, or student;ﬁorke
He gets from 16 to 26 yuan a month, and other benefits in kind. Gpon
graduation, he moves to grade 1, which corresponds to 33 yuan at
the Shenyang No. 1 Lathe Factory. And it will take him 15 or |
more years to reach the eight rank, whose base of pay is 104 yuan
a month. anhile, as with the full-time workers of large indus-
trial enterprises in Japan, he has lifetine employmont and centi-

nmus tmim'.ng to look forward to. Semamty,_ really, is the main
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- “eonsideration for his promotion to highei'ranké,’provided'he shows

‘the" né¥mal’ skill-improvemént and attitude toward work,

& point, on apprentices. I agree with Joan Robinson and.
Ruth $fdel’s oomparison‘of"theﬁ“tO’StudentS‘in”a technical insti-
-%ute or college who receive monthly ellowahoes ahd;méﬁy"ffee ser-
" vices'such'as hairbuts, film Shows, medical services, bus fare,
73andgélothiné%155“ﬁost of them‘aréwvery.young‘teenagegéfWitH;a
junior high edudational level'of less who regard their two or three
-t yedrs ofﬁapprenﬁiééShIPJAS'VOcaﬁiOnéi"techhieal sdueation,

~'The factory adnifistration regards them in that Light, 'Theis':
B : [
“‘ﬂnﬁmbers*alsolindgade semi~literate peasdnts eager to learr an'"

industrial .'skil‘]:_}’ -Those “dpprentices who do not live with thefs

families 11v¢ i ddrﬁiforiés”provided by the factory around its

pPemises, I% x; hard to ‘estimate the- apprentlce s réal monthly

pay in view Zf the many student-like serv1ces he receaves freeiy Ruth Sidel
writes that an apprentlce gets an allowance of ' 16 yuan a ‘montH

durlng the flrst year, and 18 durlné the second year._ Slnce the

Cultural Revolutlon, the usual lengtn for apprentlces seems to

LT

have dropped to two. mhls compares w1th the 19 yuan a colleger

EER PN S AN
ot L.

student gets, but these flgures omlt free services._ The ChineSe

enterprlse 1s self-cons01ously an educatlonal 1nst1tut10n, a31de
"?‘.r‘.,h . A

from 1ts prlncipal role as economlc producer.: To regard the o

.....
CE e

apprentlce 8 allowance as wages for the erpose of calculatlng the

i

ratio of the hlghest factory wage to the lowest seems, therefore,

v
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unjustified and fraught with qualifications that need to be made
Later, when we discugs wage differentials, we shall resurrect th

point,

ot AR ' g ' 57

. e eight-grade job evalustion scheme above differs from
Tthé‘qt;o,ntita_,tive ooints schemos&widely“used in Amerjican industry
Itpresemblés more closely the nongquantitativéﬁgfading sysiem ust
by the»United States Civ11,Service with its eightégg;pre—qotermix
_ grades. In this system, an employeo gets his grade rating from ¢
staff oommittee which examines his qualifications and the job de
oriptggn of his official position, Aside from the Chingge.natiox
wide i%ade scale for workers, there were separate scales for tecl

nic  éstaff and for administrative personnel.16 There sgem to.

h;vje‘en, at this time, fifteen g'rades for technical pergonnel

a'gd ;:wgnty-five for administrative functionaries. Thus a fenth

; 38;%§% Eooogicianbwas,?ated a base monthly pay of 96 yuan and a

fifteenth grade,leading cadre 135 yuan monthly.17

" What determined the pre-1966 monetary span of the occupa=
tional grade—structure? The ratlo of the legal maxlmum to the
lowest pay for grade 1 was typically sllghtly above three to one,
This compares to ‘the pre~1949 period when intra—enterprise moneta
spans of 40 to 50 tlmes the lowest pay were qulte oommon.18 ‘Suct
1ntra-enterprise differentlals, one might add are stlll quite (
‘common in 1arge Asian flrms outside China, based on thls writer'

fAsian’field'experience. Clearly’then; right'from'the very bégin-
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“itself in the “hew grading systen, The*differenfials that remained
were concessions toithe practical need to pfovide materiei"iﬁEentives
for the formatlon of skllls. Even 1n 1972 "ﬁlthough managerial dif=-
ferentials have decllned the wage range for the occupations in civil
' aircraft is“still 8ixfold."'? For & comparafivé perspective on how
large this differential is, an Asian standard of ‘comparison is ins-
tructivé, This writer knows from severil Pﬁilippine:pilots and air-
" line managers hé has put thé éﬁesfioﬁfto that the 1§721ﬁage‘fenge
in the ‘civil'aiig‘raft ‘industry between a top pilot and an entering
o-pilot can sométimes’ be in the order of : a 30 to 1. Intra-enter—
‘‘prise dlfferentzgls between ‘the hlghest—paid executlve and ‘the

* lowest-paid worier are; of course, many times that ratio.

: To péesérvg the average of 3 teﬁjtepcupational_@onete:x span,
Fiytergrade ;ag;ations in pay ranged‘fromﬁen‘ascend%qg_9 to 18 per-
_weegﬁezo Base‘pey corresponding to occupetional grades,.mereover,
a{e_edjusted_;nAsome instahcee’yp acpount\fo;{epeciel_hagards in
‘%sqéeﬁoecggetiogs. At the Kailan Coal Mine in Tangshan, for example,
_ﬁhgse‘wo;king underground at the coal face earn some 14 yuan a
month more than tbose working safely}abpveground.' At the Wuhan Iron
and Steel Works, those who worked in dangerously high places,
receive an extra ten Yuan'e'menth:21 When a worker transfers for

;some reason from one factory to another, he keeps hls grade and

'corresponding real base pay, as well as pension rights,'pretty
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- . mch a;ike,the Unitgd States~federal.governmentAemployee who trang-

_'gepe;al;y_trueuof the.privaﬁe;Ama;ican employee, -

ferg to a different regional office of his agency, This is not

2;ﬁée ofbthé Eight-érade Structﬁfé féfm?iécewofﬁb$

rL

... .Once base rates of pay for the worker's time per month were

gset in. the manner described above, they were used to calculate

rates of pay per piece, Since piecerates cannot clearly apply to

. many jobs--of an automatic, indirect, and highly technical nature

‘,:-only about 42 percent of the industrial woryforce -were put on

plec7Eatq§, as .we mentioned earlier, I shall also call plecamates
aslregu1a§ bonus plan., To set a piecerate, one first finds sout,
through gome kind of a time study, how %ong it takes :a worker .to

accompl #£h .the task at "normal" pace., Normal pace is not the top
5 B3

’ pace bu# one a reasonably good worker can beat by about 15 percent.

Y,

'?Noteithat tlme standards, which are stlll taken in many Chinese

4 enterprises at the present time in spite fhe abolition of piece-

rates, do ‘not necessarily indicate piecework. Time standards

serve othérﬁﬁaﬁagemént and cdhtrolvfuanions. "Ih'bhina standard

outputs were set to enable the average worker to earn from 15 to

20 per cent of' his total pey as a regular bonus.

_.wSuppqsema'workerkproduced 10 frames per hour at standard
performance, His base rate per hour, as set by the job evaluation

process, is 3} per,hoqr. Than it is easy to seeathat the wage per
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piece is 30 cents. Wbrkers who turned. out fewer than 10 pieces an

hour recelved r0portlﬂnatelyless pay Jusﬁ as he received: a pro~
portlonal bonus for each dutput above the standard. But.in:fhe
pre~1966 Chinese wage system, workers below the third grade often
received their basic time rafes'df;pay so long as they fulfilled
at least. 90 Pef‘ceht“éf,%héir'éféﬁdérd.outbufé;bdiﬁvd féw situa-

tions, they received 75 per cent of thelr bas1c tlme wage even if

fﬁﬁwthey falled to meet thelr standard quotas by more than 25 per
L cent 22" Progréss1ve piecerates were - used only sparingly in very

- -1imited - ‘Wways We ‘need’ not éxpléré‘here, since our 1nterest focuses

i S -
-of 'curtent praptlse. Soeen T S

il B R

The foZowing table, taken from Hoffmann's cited. Work,

sic wage sdales 1n nlne 1ndustries and the ratloa

" Petween the higﬁest and the lowest pay grades. Note that in )

prlority fhdustrles, where skllls were relatlvely more scarce,

.
,' a

wage levels and dlfferentlals were sllghtly higher than in other

1ndustr1es. Some industries only had seven grades.

Special Bonus Plang

.’
FIC™ DR

Obviously plecework applles only when workers have some

' dlrect control over thelr work pace, When the pace depends on

the speed of a conveyor belt OT some. other machine,. strict piece-
rate 1ncépti€es ‘are inappllcable.i A modified Qiecework method,

or special bonus plan, is then indicated., Such s special '
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-"incentive might be a premium pay for above=quota output or for
quality, or for saving specified inputs of certain sﬁebial nate-
rials. '

TABLE I

BASIC WAGES BY WAGE GRADES, SELECTED INDUSTRIES,;

CHINA, 1958 (Yuan)

R N . Grade : _“ Ri;

cdadustny 1 1 _2 3 4 5 671 8 8t
,w ig9éi:H1§?n8, _34-5“,40o74 48,13 56.82 67,10 7925 93.60 110.40
>Steel 5 34.5 40474 48.11 56,82 67t10 79.25 93.59 i110.40

¥ !
Machinegxy 33 38¢9 45.8 54  63.6 T4.9 88.20 104.0

Eﬂeoter

Povep 34 40.05 47.19 55.59 65.48 77.15 90.88 107.10

?egro, un 34 39.88 46.78 54.88 64.36 75.48 88.54 103.70

=

Lugbes o , .
giliing 33 -+ ~38461 45,17 52.85 61,83 72,34 84.64 99
Chémiéals 33 -'38.6%345;18'52;@7-61.84’72.37 84.68 99
Flour s ’ 3 o |
Milling 29 34 399 46.8 54,9 6444 75:4  <eue
Constru§~ Do e i 4
tiom 33-66 39095 47043 56-28 66-82 79044 92040 ecee

Sources Chugoku Kenkyu Sho, Chugoku Nenkan 1959 (China
Yearbook 1959), (Tokyos Iwazaki Shuter,. 1960),
Ps 310, ~ ,




It can apply to individuals and to groups alike,

Jobs of 1nd1rect workers are not so eas11y counted and
plecerated since they comprise a heterogeneuus lot with w1de1y
varying sklll requlrements, work methods, and outputs. Three

'broad groups of workers comprise indirect laborerS° materlal
handlers who unload and move supplies from place to place° ing=-
pectors who check the quallty of 1nputs and output° maxntenance
workers such as carpenters and malntenanoe nachlnists who perform

'qa variety of hard-to-measure tasks. Chlnese 1ndustr1al englneers
and personneltfdministrators devised a rich variety of complicated

. Special bonusds for such workers and for staff similarly situated.
-Speclal.bonusé; for such workers were thus premium. payments chiefly

- for manageriaf, professional, and indirect workers=—over and above
their set;%aiargeSHFfor performance equal to,"or better than

; planned_targéts and set norms. In China, enterprise directors,
vice-direétdrs and party chiefs were legally forbiddeén to partici-

- pate in such;incentive plans in the 1960s. But managerial offie

T q;ﬁ;é sych as. department, shop, and group chiefs did’ participate.
There were many dozens of snecial bonuses the best-known ones
belng those for above-quota output for quallty, sav1ngs of

| varlous prec1ous raw materlals, for plan fulfillment ahead of

) tlme, for safety, for a new des1gn, for a technlcal innovation,

“for | economy of labor, and so on,

These. speoial bonuses do not differ in kind ‘and intent
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from the various gain-sharing plans that proliferate in Americ:
industry and substitute for piecework. The well=known Scanlon
v pla.n, for example, shares labor cost saving with workers as a
£ group.' The Kaiser plan shares labor cost savings as well as
savings from reductlons in materla.l a.nd supply costs. Materlal
and supply cost savings are awarded to workers to the extent of
32.5 per cent ‘I‘he Halsey plan is similar 'bo the Chinese premi

) for a’bove-quota work, Workers are gua.ranteed a base rate of pa

G z;n m:exe were monthly, quarterly, and yearly special bonuse
o ;emiums, for the various activities above. Although "offici

.. reggtations stipulated a maximum of 15 per cent of the wage bil
Ffonj As;éecial bonuses-~taken out of profits——it rose to about 20
,50 gper.cen*!: of the.wage bill in the 19608.24 Note how the finan
el joff the special bonus fund exerted some pressure to increase wag
.+ costs. Being a percentage of the total wages bill,. this gave tl

. - .epterprise an interest in raising total wage costs, all other ti

being held oconstant,

Lower-pa,id workers resented the regular and spe01a1 bonu<
schemes most strongly. rI‘he relatlvely unskilled temporary contz
workers from the surroundlng countryside comprlsed a &gm.fican‘t
portion of the non-agricultural workforce, and they r.esented the

second-class treatment by better-off co-workers who formed the
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Y'backbone of the relutlvoly conservatlve trade unlon. Together
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w1th cther low~pa1d workers and assorted studept groups, they

lﬁ became the most actlve Red Guards in the Cultural Revolutlon.
Reseotment of thc sp601al bonuses of skllled workers and the pri-
- vileges of technical -and. professional staffs played a prominent

‘part in the Cultural Revolution,

Agide from vocal complalnts stres31ng the 1nequ1t1es of the
piecework and spe01a1 bonus system9 another common complalnt dwelt
os their admlnlstratlve cumbersomeness and the oonfu31ng plethora
of-spe01al bonué%s that often encouraged false reportlng of outputs,
.dthe sacrlflce oi quality for quantlty, the ea31ng of norms that
‘could then be mgt more easily. That wage system, 1t was sald
repeatedly, dljded employees into various classes a.nd g'roups, an
outcome 1ncomg?tible w1th socral harmony. All these comblned with
pent-up egalltarian pass1ons to topple the managerlal and profes-

s1onal staffs and wcll-off workers from their customary seats of
1relative power and wealth. Regular and spe01al bonuses and payment

for overtlme work dlsappeared, w1th some quallflcatlons mentloned

below.

[N .. Lo

;- The Post=Cultural Revolution Wage -Reform

The Cultural Revolution of 1966=69 brought ?rofound changes
in’ the-job and merit evaluation process.. During that period itself

:Christopher Howe: tells us that.the radicals tried. to abolish the
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formal wage=grading system, along with the old managerial dise
tinotions and rules. But he adds that the "extreme forms of demo-
cratization" did not persist for long. Moreover, "The future of

bonus and supplementary wage systems may also be'bright,...."25

The IESt stetement is a conjecture based on the:depiorebly
scanty data available., Joan Robimson,'in'the 1972 editiom of her
work on Chlnese economic management does mention that "A group
fbonus to an enterprise as a whole, dlstrlbuted to the workers, is
'!not unknown but to dispose with this kind of incentive for im-

L proved.;moduction is held to show a. higher level of political

A oonso sness.“, In the 1975 edition of. the same work, she ampli-

’ fies ;2ithls: "Roland Berger reports that towards the end of a

‘dlsou on with members of the Revolutionary Committee of an engi-

. neeriAg factory in Slan, in November 1972, a casual reference was

i
ma&e to the payment of bonuses of the old type but were collective

each‘member receiv1ng the same amount based upon the work team's
performanoe over a per;oé offtlme. With the Sien experience in
~mind, he raieed»the question of bonus payments a few days later
.at a machine tool foctory in Peking, to be met with a forceful
rejection of any such unthinkable idea, Clearly, if there wés
a tendency towards a softer attitudeito'materiﬁidiﬁéemtives;'it

was not universal,"

We know that in later 1973 and early 1974, a few wall

JLpostére exposed the partial rehabilitation of piecework bonus
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. .schemes in a scattered number of enterprises. But the Cultural
‘Bducation Movement of late 1973 and 1974 kndwn officially as the
anti-Confucius and anti-Lin Piao movement, ‘severely oritictged

- these material incentive schémes and rolled them back, I inter—
viewed Roland Berger in mid-February, 1975 and asked him the eurrent
state of the group and individual bonus schemes mentioned above., To
- the best of his knowledge, he said that these were most probably
swept away by the recent culfural~ﬁovément. These pro-rated group
bonuses may also have been absorbed in higher base wages., The

1972 Philippin%‘ Economic Study Mission to China suppo'ri:s this view
when it report§ a substantially adjusted set of workers' base wages.
Apprentice al_} ances are now from 20 to 35 yuan per month;"and
grade 1 from ? to 45 yuan, depending on the industry, region,
riskiness éfiihgéoccupation, and whether the enterprise is’directly
managed ang d&ned by the "state" or are in the "collective" sector
consisting;of small and medium-sized industries., Base wages of

-grade 8 workers are now higher, too, ranging from 95 to 1301yuan.26

Compression of Wage Differentials

it doeo éeom, ?hen, the permissible ratio of the top worker's
pay to the lowest-paia Qorker in grade_1 dropped somewhat slighfly—-
ffom about 3,25 to 2‘9. In practise, however, occupatlonal monetary
'spans were compressed even more by the post-Cultural Revolutlon
pollcy of promoting those in the first three grades ‘more rapldly

than those in the higher grades.
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Another method by which occupational monetary spans were
effeetively compressed came about from the'eliminations of the tor
grades.in the technical and cadre salary scales. and the virtual
-.disuse of Grade-1.in the worker's wage scale, We guess that the
. above is S0 -because Biitish visitors to Chino tell us that a
Central»Committee ruling of ‘August 1971 raised "the wages of many
of the workers in the lowest three grades of the eight-step scale
by raising monetary income.;..ﬂ27 ‘American visitors, such as
Lloyd G, Reynolds and his group of Yaie economists report in the
same vein{ "The ratio of the highest to the lowest wage is about
three t3 one, from about 40 yuan a month at the bottom td 110 yuan
at the. top." They adds wage increases are relatively infrequent,
There. wps apparently a round of increases in 1971 and again in
197} z‘hese took the form of increases for the lowest two or
thi’be ?:rades, with no increase for higher grades, The effect was
) ra%hef like that of aninimun wage increage—a deliberate compres—
~sion: of. the occupational wage strusture in order to reduce income

inequality."28

What is slightly confu51ng in the various reports is that
other trawellers, such as the economlsts James Tobin and John
Kenneth Galbralth report first~grade wages at 35 to 36 yuan, which
seems 31gn1ficant1y below the 40 yuan reported by Reynolds and
others. 29 Adg to thls dlsorepancy Joan Robinson s report and

" Roland Berger's communlcatlon to me that promotions to hlgher
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grades of those in the first three were decreed in fugust 1971 but
back=dated to July 1971 and we become unsure as to how wages of the
lowest three grades were really ralsed Was it by raising the base
rates of the flrst three grades? Or wag it by promotlng those in

: these grades to the next-hlgher ones? Were both ways used? My
readlng of the Chlnese press up to the end of May 1975 gave me no
flrm answers, I laan, however, on Tlllman Durdin's report from
Peking to the New York Times that "more pay for extra output and
overtlme work appears to have been eliminated everywhere and it
has been a fairly general policy to increase base pay to some
extent to make é; for the disappearance of incentive pay."SO But
“promotions, tooizof those in the lowest ranks seem to have been
used to narrow-’ € gap between the higher and lower-paid workers.
We suspect, ﬁo%;h

?hat Grade 1 is hardly ﬁsed, since "On termination
of trainingg a?préﬁtices are put into Grade 2."31
}
. The éaIaries of technicians and administrative personnel

dropped through two principal ways., Their galary scales were res—

- pectively compressed to nine grades ranging from 90 to 200 yuan
monthly and to 20 grades renging from 37 to 200 yuan,32 Moveover,
high wages were effectively levelled through the continuing polisy
of keeping the top pay grades nearly vacant, Thus Tobin tells us
that in a Shanghai hospital average wages for doctors was only 85
yuan monthly although some veteran physicians and surgeons earned

200 yuan, and some even 300, Let us quote at length from Tobin's
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~mentioned article, since he reflects current Chinese thinking on
this subject:
~We were giver. to understand that the high wages
paid to clder engincers, doctors, craftsmen, and
- professors are obsolete.vestiges of the past,
maintained for present incumbents out of human;ty"‘_
- and cha’ity but ce’ tainly not anticipated for theip
Successors, At the hospital, for example, it was
- implied that the current generation 6f physicians,
properly inculcated and motivated by Maoist tho?gh@z.,
: would not expect to advance much beyond 100 yuan, -
Galbraith, %oo, wveporsed similarly fiom his visit., The
highest salaries, he noted, are ncw froren and destined to die
away wigﬁ their hciders. Yet another way by which professional
and admgiistrative salarise suffered compression was through the
voluntafy or forced renunciatio:. of port of one's pay., Mao Tse-
tung hifself set the examplie by‘cutting his pay by 20 percent, fror
482:yu§n & month or §200, to %4 yuan or 5';160.93 The very highly
H ‘ . , A Ve ‘ .
paid army top brass took en even larger cut of 30 percent, accordir
4
“to Edgar Sn‘ow,34 A full gemeral now-earns %62 yuan or $150,
- Reynolds notes that teachers at the university level earn from 70
-to 350 yuan and that the %op salery in China is 450 yuan a month,

i 8 figure that excoeds Mao Tse=tungis substantially,

Typical intra~féotory differentials, however, are t;pically
narrower than the figr - os above might imply, Tillman Durdin repor-
ted in mid~1971 that wages of some 5,000 workers in one of the

’ biggeét plants in China he vis ted "were given ag ronging from $21

%o $42 2 month,35
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_That_isjefrangehﬁrom;50,61_yuan”to 101,22 yuan: " It suggests
-strongly the effective abolition of grade 1, by keeping thése
:8lots empty or nearly so, At the same time, it Sugéésts:ﬁigher

- base rates of pay in the lower grades, Howe tells ‘us that in

1971~72. the .lower. paid workers were: raised by two grades and

Seanlon .reports. that uOn ternination of training apprentices are

. put_into Grade 2,0353

| In regard to top factory wages, Barry Rlchman found barely
at the start of the Cultural Revolutlon, 1n June 1966 that these

were reduced, probably through the ellmlnatlon of the top salary

"'gradee.. Thus EE found that a ohlef englneer's monthly pay 1n a

Canton chemlcai firm had Just been reduced from 240 yuan to 2003

a chlef englne r at Peklng Flrst Machlnery Tool llkew1se had his

B

bipay cut frdm 00, to 180 yuan, the top engineer at wuhan Iron and

Steel took a gelary cut from 230 to 180 yuan, Rlchman found that
b i

in 8 of “th¢ 58 industrial enterprises he visited, workers were
. the highest'paid. In 14 of them, the top engineere'ahd'technicians

" ‘were the highest paid>’

More recent data on top factory,ueges,eonfirm Richmants

= \ ‘

A observatlons. In mid~1971, Seymour Topping reported that "According

R

,to government sources, monthly wage in urban, areas .rsnge from 34

yuan to 108 yuan.... Only a relatlvely few technicians, managers

and senlor offlclals get selarles substantially higher. than this

scale.‘ The head of a mlne 1n Anshen was earning 108, -while a
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‘political chief of a big Shenyang machine-tool plant was getting
140.... A master iron carver in Peking who worked at this benct
. for thirty years was earning 100 yuan. In a Chengchow textile
plant the chief engineer is paid 188 while the head of the plant
gets 166." Topping's low rvported wage for' grade 1 was-mide
before the August 1971 and 1973 incredses noted previously.: At
any rate, Topping concludes from his visit: "Under this &ysten
a skilled worker with long experlence may be earnmg more than

AE his younger department head 138 Tlllnan Durdin, Topplng s fellc
:correspondent from the New York Times, reports s1m.11ar1y "’A

"‘ senlcg worker in factory,... makes about as much as a productlon
nana r, and a member of a Revolutlonary Comm:Lttee that runs a
largs commune gets nothmg for conum.ttee dutx . only the income
fro the regular ]Ob he continues to do--often that of a labore‘

‘Other v1sn:ors like Klaus Mehnert concwr. He wrote from

-

en gy a

als well-known 1971 China v181t ‘that at a smll. factory with onl
820 vorkers to the north of Peling, "The pay io the lowest cates
is 40 yuan; in the highest it is 100 yuan " There were.only two
in the eight category here, an old master craftsman and the fact
manager. At this factory, no separate scale for administrators
“was ‘used, as witness  this exchange between ﬁehrier't.' and his
" "Does the director, who is in the eight category,:”receive ‘t'he‘ sa
“"as the old master of his craft who is alsé in the eight cateéory
"% ‘ape there two different pay scales, one for ‘v.tor]éershar;&”another

for administrators? The director of the fac.tory who is ‘in the
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_eight category gets exactly the same amount of mnoney as the old
master who is also in the eight category."40 At a silk factory
in Hangchow with 1;700 workers, Mehnert tells us that only one
person received the highest pay of 100 yuan, but he was not the
enterpfiee manager., This trend however, seems more appllcable
o comrmune factories and the numerous collectlve factorles not
'offlclally cla381f1ed as state property. There, rural factorles

”iylth work-forces of 600 or so have wages ranging fron 34 to 76 or

:;5; More recently, Lloyd Reynolds and hls teanm of four other Yale

‘tjeconomlsts, whose report we cited earller, confirm the reports of
:'w1despread wageilevelling "The manager usually earns a little

3

more than the o%ﬁt skllled worker, and may even earn less,"

A Historicelly?Unique Wage Pattern

=

Theuwiéesﬁread equality and notable occasional dominance
‘of top profe831onal pay over top managerlal salarles w1th1n the
'enterprlse in Chlna is historically unparalleled, And the notable
occa81onal domlnence of skilled workers' wages over‘top manage~
rlal salarles ingide a 51gn1flcant number of factorles is even

more startling, even if this occurs malnly in medlum and small

o enﬁerprises; This relatlve downgradlng of managerial salerles

began 1n the early 1960s when enterprlse dlrectors, v1ce—d1rectors,
and party secretarles were proscrlbed from dlrect part1c1pat10n in
the o many dozens of speclal bonuses opened to everyone else, The

Cultural Revolution and 1ts ﬂftermath contlnued this trend and
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 made the world aware that. top managers do not necessarily hawe to
be the highest paid person inside the organizations they head. Th

~ do not necessarily have the highest value contributions to the fix

‘& Uniteéd States compensatlon pOilCleS authorlty,lﬁll.

o Glnzberg, wrltes in thls regard, "T know of no 1ndustrea1 corpo—
ratlon where the top sclentlst is remunerated et e rate tha+ even
' approaches that of the chlef executlve offlcer. .There 1s‘a great
need for b351ng remunenetion on contrlbutlon, not on tltle. ntl Tt
sharp contrast between salarles of top profess1onals and top exe-
Acutlves ‘has ‘been noted by many other compensetlon students. In

F) - L

bone study that is merelv suggestlve because it omlts the more
1mport4xt aspects of managerlal salarles such bonuses, stock
optiong, fringe benefits and other benefits:}nﬂhin@;we;reed;that-
' "The ﬁedian for the third highest-paid among the top executives
‘ was siven tlmes thls enount the hlghest nedlan for profe351onal;j
”an& that for the hlghest—pald offlcer was eleven tlmes as much."
Leonard R. Burgess then asks the perennlal questlon' ‘"Can diffe-
" rences of such magnltude really be Justlfled on the bas1s‘of per—
fofmance¢"42 That such a prastlse is ualnly a deep.rooted featur:
of 1nst1tutﬂonallzed class power hellowed by 1mmemor1a1 tlme and
not based on ‘any market pr1n01p1e that managers contrlbute the
‘largest added velues to the flrm, another survey Suggests. In a

very recent study of 53 Amerlcan exeoutlves, 1nvest1gators found

““that in 66"péfcent of the cases, no statistieally signifieant
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relation between changes in' salaries plus bonuses and changes in
the company's return on equity existed, 43 Another compensation
expert reminds us: "Even if contributions could be [597 distine
suished andcorrectly measured, what about the implications of fhe
- fact that the funds available for added incentive payments are a
function of total rather than individual performance? In view

of these considerations, it can at least be argued that incentives

- for individual [ xecutzvg?pez‘formanoe reflect dubious - assunptions, ni4

If we add the more 1mportant aspects of the total salary
package such as bonuses, specml monetary awa.rds, beneflts in kind
and other aspeci:s of top managerial salarles des1gned to mislead
the eye of seniltlve stockholders and tax authorities, we arrive
at more st_ag‘ge ing and widening differentials between hlgher-pald
professionai d ma.nagerlal bersonnel and lower-paid nonsupervie

sory workers, ;.s:.ﬂce 1958 This, Peter Henle's well~known statig-
]

tical mveé}tlgatlon shows.d'5

Historically Distinct_i_v_e J ob _Elvaluation

Yet another distinctive nark of the Chinese ‘modernization
process is its.conversion of the formal and administratively cen=
--%ralized job and merit evaluation process into an informal and |
relatively decentralized one, Workers at the lowest factory level,
that is to say the production group, dlscuss the qua_lifié'a‘tions

and performance of each member for the purpose of placing each one
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in the proper slot in the eizht-grade structure, Our main sourc
in this respeet. are British and American visitors, For example, ¢
group of British engineers who visited China at the end of 1972 te
us that workers are "placed in the appropriate grade by democratic

4

.discussion within their work group es., And an American visitc
L in July 1973 reports the widely publicized and endorsed wage eva~
luation proeess of the vanguard Shanghai Machine Tool plant, Its
- .revolutiondry committee, whose majority areiﬁorkers"represgntativ
propose a general wage policy and makesg it public for discussion 1
workeiél "The workérs discusé the policy and also the wagew;evel
:6} éac%iindividual. Thel£ésuits of these are then sent back to ti

48

Ré%dlutﬁohary Committee for final approval and action."

4

"Goldwasser and Dowfy; who visited 16 factories in April an
,-“Ma& o 1?72, note that "workers themsélves decide who gets assigni
to: eai;h f“é'rade. We found that the range of wages.-varies from plac
'ﬂgggace. There are also differences in what eriteria are used fi

assigning grades." They inform us that at the Wuhaen Sewing Machi:

.

factory, "they hold discﬁgéions‘lﬁ-their Qork.uﬁits or shop group
and suggest a specifie grade for each person .., There is no fix
schedule regarding when or how often these diseussions take place
Seymour Topping notes another way workers participéte in salary

- administration: "Skill tests for\promotiOn are given each year b

50

committees of workers."

~

These evaluation sessions are authorized by superior econo
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'ﬁé&ies,' wheh ;;roduction -proceszses change markedly, or " upon the
request of workers who want to dlscuss thelr grades. The recon-
mendations and group consensus in regard to these matters and
other related ones are taken to the ReVolutlonary Committee, It
elther approves them or sends them back w1th comments for further
ldiscuss1on by workers, who may or may not decide to send it up

. ‘ B r -
again,

Evaluation Criteria

: )
Worker part1c1patlon in the Job and merlt evaluatlon

process meant tﬁgt sllght varlatlons in wages and gradlng orlteria
take place amnggthe multitude of state and collectlve enterprises.

*

L ]
Three oriteria:iof course, domlnate all others, since they consti-
polloy of revolutlonary commlttees and the Party.

tute ‘the gener

&

ny, -

These are: ceyiorlty, skill and political attitude,’ But how
does ope apzly these criteriaeand how does one weigh the#importance
of each criterion? Because of the informality of the evaluation
meetings,.which ‘are not heid at fixed intervals of time, one group
decision ‘is likely to differ by degrees from the decasien of other
groups both ihside and outsdde the enterprise. As in‘the Japanese
large industrial firm, the most importanteconsideration is senio-
. rity., But many groups pwobably evaluate skill vs, political atti-
tude differently., Visitorseto China hawe often reported diffe-

rences among production groups and enterprises in regard: to the

relative weights they place on skill as against attitude,
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. Polltlcal or 1deologlca1 attltudes needs some elarifieas
t;en.: Chlnese Offlclals and travellers allke explaln the term
'polltlcal attitude' or 'eons01ousness' too often to 1nclude R
performance of a famlllar set of productife aetlons that used t

L#Pe‘fg?pa;%ynfgéﬂﬁfrated durlné“the 1961-66 period: ‘"At the
Lo&ang Tractor Wbrks, they mentloned ...that 2 person w1th 'hig
:polltlcal consclousness' overfulfills h1s tasks, has goe@hpe;a-
tions with his fellow workers, and has a clear understandiné of
political struggle ...”51 With the abolitionleﬁfbiecerates:and
spefiel bqnusesuwent_the abe}}tion ofbevept%me’peyment- With
.bonuqfaielitien, ﬁowever,.went 2 pro-rata distripgtion of regule
:‘end é;eclal bonus funds as wage supplenments, These seen to have
‘beené’osorbed 1n hlgher base rates of pay.) Polltical oonsc:.ouc
.‘ ne sgoften meant, in praetlse, the of‘fer of u.npald overfcme. .

#*
=7

“u" 3 4The renaining component of ‘political conseiousness is
3

u?nrélatéd'to~productivity~enhanoiﬂé behavior: reverenge for

ﬁaeist thought as ‘exerplified, say, in attendande ‘at political
' study :sessions.- I¥ is impossible %o generalizé dn ‘the relative
1mporian0e of political attitude for Job prlclng w1th1n the

“elght~grade strueture insofar as dhat term stands for mere

' reverence for Maois+® thought, Again, owing to the relatively

- ’*'decentralized job and salary adtiinistration process, individual

~-enterprise practises eontain a riséh variety of variations on -

the participatory theme.
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- Intrusion of Relative Needs ~-

The precedlng statement suggests that the relatively de-
 eentre11zed group evaluation may informally allow other criteria
2 to ereep in unconsciously or eonsciouely;" We ‘should not be
‘surprised to learn from travellers! reports that group 1eaders
and workers are sometinmes predisposed to promote a worker whose
material need is comparatively larger than othefé'iﬁwthe g:roup.52
The impkicit recognition of ‘rélative needs does not just enter
‘this part of the total pay package., It shows'up'inltheiether
portion of the total wage package under the headlng of frlnge
‘benefits and wgges—in—kind.

=
z

Most fagtorles prov1de low=-cost, heav1ly sub81dlzed free
hou31ng, day- re centers and nurserles, and free, schoollng.
{Medlcal eare

F

members aﬂ'he?f-cost. Faotory—subs1dlzed cafeterlas are open to

s free to the employee and avallable to family

entlre‘faﬁalles who may want to take nost of thelr meals there,
Many factorles provide cheap transportatlon from QiPX;t9~fa°t°rY
and they provide cultural and recreational facilities, At the
model Taching O0ilfield, as in Tachai, these benefits in kind have
. -been extended to haireuts and laundry and bther sefeices at no~
ninalcost, and ‘they have been widely emulated., Other faetories
are:fol&owing.an&:eipanding this equalizing pérf of total wages.

- Another -employee’ benefit is the newly establiehealfegional'minimum

guaranteed incomes, : When family income now falls below the
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relevant per-capita m1n1mum-12 to 14 yuan a month per person b

a low wage area, for example-—the employlng factory is required

PN

‘4o pay the family's sole income—earner the appropriate subsidy.

Finally, the intrusion of relative just needs .ip found

thg subsidies on mény(o;her-wagefgqods‘and high taxes. on -luxur
__Thaﬁ this ﬂpon-salary"‘aspegt,of a worker's .total real wage is
‘,signgfigag§;y larger than the worker's direct money salary,
,{Reynolds"sgggestg in aﬁreygaling study of an urban Chinese
gfgmily's,copsggption bupdle:at,U.S. prices. . "At the outset, w

_ converted their monthly income of 166 yuan to-dollars:at the

official exchange rate, and got a nigerly $87 a month, But
lo?clng at the things which the Tans actually consume, and
aIing how much this bundle of goods would cost en American
‘iy; gives a'reépectablé $422 per month, or more than $5,0¢
a?year." Thls large figure from the mnore economlcally valid
way of estimatlng a Chlnese famlly s real income results from

the large number of wage-goods dlstrlbuted publlcly or collec:

wytivelyh_fieely or at nomlnal cost.

The informed and aware reader has by now noticed. the
similarity between the agricultura;,qu.industrial wage-setti

process, Whereas job and merit evaluation in agriculture: is
T ; X z

‘done with self-evaluated and group-ratified points at fixed

intervals ofvtineiduring the year, in industry it is done dix

at.ugcertain“interyalsthrough.the mechan@sm of promotions, W
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: know from :the voluminous. literature onithé social science:of
- smakk groups that grouprevaluation processes lead to grade~and-

rewaudmlevelling, >4

+ Avmos® recent official hint 'pointirg to
+this tendency comes . from ithistreport framia Chinese village, Not
Long:age, two-thirds -ef -the medle labor .force gave themselves the
maxinum-of ten pointsiat. the annual group evaluation meeting,

i Onlyt one strong worman asked. for: 9.5 .points; none .asked fior:tens
and; na.-other woman dared bid over eight: points.: Feelihgrimequity
visherew the: brigade: Party. committee. asked for more. detaided ewalua—
2 tkdkony 'in. smaller ,groups; and asked. workers tojlink their ewvaluation

oo with the.natiqéalgcampaign aimed ageainst: the Confucianwinspired

-1+ 9, doetrine of the natural; superiority ofeducated administrators,

- tdncluding .malgs»..;; . Consequently,, ten womerr out: of 136 ‘got iben
#1points and 4q§gbtﬁ9:orLover.u,A-totalyof4116 women received: a

higher raging tﬁan previously and two-thirds:of the men-still

) got ten pQJ.nts.55 The_same_wage-levelling_effect of group jodb
{v}::ﬁi PR ‘ : [ Dl e .
evaluatlon operates in 1ndu$Fg;al enterprises, but that, effect

L.__;s‘weaker there since job,evaluatiog“in,industry_is clearly less
: . Spcvasdanon in . LA FatLd

part1c1patory than it is in agrlculture.

.; W NS Y e L

oy ey
Lot

“UfERYS étionalizations are of course offered to justify
grotip2initiated "prifiotions, In'Eur‘ééfigﬁl%%iai'example, the
ihert” argiied’ thit sheer‘&trength and 4¥chnical skill were not
the “ofily" deterfninants of capability and productivity. 'Solici-

tude for one's work, biganizational ability, and overtime




‘donations nﬁ't*fered;'foo, the women argued. - What is important
* here is not 36 much whether these adda.tzonal critéria cdrry suf
ficient welght or not. Rather, &' the majdrity of efployees
‘consider the resulting differentials now more just? A virtue
" of ‘the informal group evaluation process prodices is that it
< priéduces that conviction among the majority, thus providing a
“*‘social machinery for answering and specifying quantitatively th
"7~ search for the just wage struc':turer. i."&b"ior'eover', we know from

=" “gtudies on cooperation in small groups that increased voluntary

 codperation résults from the reduction of int'rai;group inequitie
Tag tﬁ village in question, the same result was eagerly reporte
" the' ;omen showed ‘greater enthusiasm for their tasks, often cutt

‘grag £& the brigade compost heap during their spare-time at n

ctfa ‘pay. And tiiey have plunged into 1earn1ng ‘technical jobs,
:ifi"ti?leﬁ‘b an activi;ty' ?nonopolize‘d' by men. ‘
3
i ‘ We have part:.al data pomtlng to wage levell:mg in mdus

e 2

‘Recall the tendency to keep employees away from grade 1 and
o from the Mghe;t-pald grade, and the compressmn of profess1ona
and administrative pay scales. Comb ine that 1nformatz.on wlth
_travellers' reports of wide variations among enterprises and
variations in the relative weighing:of promotion criteria.:
¥ These ‘sets 6of forices push larger numbers of employees: up the

-‘wage-hierarchy than would otherwise be the case. Tobin and

Leontief tell us.that average industrial, wages are 60 and 70
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yuan respeetively, That suggests-arn average grade of five, These

" ‘figures aré significantly higher than pre~Cultural -Revolution

reports on average industrial wages and averdge grade., The wage-

‘levelling effeet of group evaluation'is one explanatory méchanism
- for the heavy eoncentrations around the average income -figures
" observed 'in China. Wassily Léontief wrote sometime ago; "The

‘taverage' figures in present-day China, however, are not abstrace

tions; with little variation, they apply to nearly e%éfybody."57

~ This preceding discussion suggests a,hypothesis. When job
enlargement and working out of traditional job elassifications
accordlng to oﬁe 's best abllltles is widely promoted, as it has

been s1nce'ﬂuzcultural Revolution of 1966-69, the formal ratlng

of each emplogee is harder to prescribe in detail beeause the
S : : LPO

combination tasks performed by each worker eannot be mapped

out in adVan { In such situations, centralized formal rating

*&.\ LT

procedureg are likely to increase workers' grievances and resente
. (3 . !
ments, For instance, how_does_one rate 'fairly' spinuers at a

cotton mlll who, in thelr spare-time polltlcal study groups,

spend part of 1t studying ways to assemble and 1nstall mobile
~chairs on tracks, so that they can sit while working? For seven

montha,(ami@st‘difficulty and challenge,”and after”a crash“

tralnlng course, our informant tells us, they worked at enlarged
L

jobs as both Splnners, drlllers,_seml-skllled mechanlcs and

operatives, Or, how does one now rate workers with newly enlarged



mvahe informal group method of job .and merit. evaluation seems more

e

.., grading a worker than the‘old_formql“%gd,ceptr%lisedtadministra-

ﬁgroup‘..."58_.0r tourist guides who junaghemedly double. as porters?

_ tive procedure. Mare. important,  because of,gtggperticipatory

‘of_setting:workersﬂ wages and rank with minimum friction,. espe-

,gccurete.process of using -as much ;gfqrpatioq.esveve;lebleiin

51

ip@ture, it is perceived. by theqmajority.esttheﬂmore:eguitahle way

=44 =

jobs of "self-inspection...and mutual gnspection within the

cially in complex situations where workers do different occupa~

“tional tasks. The ncorrect! value a‘job‘or.ngupJof jobs cannot’

pof course, be calculated by any JOb evaluatlon process us1ng even

:nthe most sgphlstlcated p01nts and statlstlcal methods and crlterla

>approved b! menagement consultants. As we know from ma.rket eco-

: ' : b
nomlcs, a age is "correct" 1f market partlclpants agree 1t is

correct. *wages are unethlcal or unreallstlc becuuse people will
5 o«

- ) - R e

eéreeiﬂﬁﬁ;they'ére so, not becaﬁse'of some formal evaluation of

A ﬂtﬁe‘réletireﬂworth'ofvrerious>joos;by'a'ﬁanagerial committee whose

e ere e M “i‘ [ . L o ‘-,.":"’_“‘ ‘- S . . .
criteria and weights must ultimately be subjectlve. An advantage

of ChlneSe partlclpatlve and 1nformal Job evaluatlon is that it

ig not only ea81er to 1mplement but 1t allows workers to express

‘their oplnlons on the Just wage for themselves and for others.

The process produces wages llkely to be warmly accepted 1n81de

e

"“eﬁ'organization; 90 long a8 the wages maxima ‘and minima centrally

e

set are also acceﬁteé?ﬁj:tﬁe‘workiné population.
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Ideological Motivation in Abolishing Bonusges

Are the admlnletratlve and d&sfhnctlonal costs of piece=
wofk really so large as to outwelgh the galns from 1t? These
costs have been stressed by many China spe01allsts. They imply
that these costs weighed heav1ly in the deci31on to abollsh piece=

rates during the Cultural Revolution, I% ‘appears, however, that

all things heing equal, piecerates result in larger output and

.~ .-Bmaller average total costs, This is ® ‘becauge large fized

overhead ‘costs.are spread over a larger number of pieces of output,
It is obilous that the condltion sultable for plecewurk
tmust ;pply for 3t to work as 1ntended. The erltlcs of piecawork
and the supportgrs of piecework both agree on not pleseratlng
most jobs. "f is only in a fractlon of the Jobs—-perhaps one=
thlrd of thosesagglgned-that plecework prov1des an 1noent1ve to
.taP the ful% productlve capa01t1ee_of workers. In thls caee the
y - ¥H

1ncent1ve really works only on those Jobs that seem to promise

earnlngs sllghtly over 15 cents beyond the day (hourly) rate,n??

Comparative data from 6ther countries support the hypo-

- thesis that the net gaing from piecework in terms of greateér uti-
" lization of oapacity'outweigh its costs, PFranklin Moore perhaps

overstates when he writes: "Consultant Phil Carroll Bays  incen~

tive workers turn out twe thirds more work than hourly paid men,

This checks ‘with my own experience years ago as an hourly paid




f factory workers."6o
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employee, and asﬂs;pieceworker, and later as a time study engi-

neer." Although piecework has been gradually losing ground to

tlme payments in the United States, he adds "probably, even today,

h&lf of all large companles use 1ncent1ve (plecework) plans for

From Sweden, where pigcework. and related premiumg<and bonus
provide for the major part of-workers' earnings, recent data show

the comparative gffeetiveness of. piecework in increasing output,

- Lester Slezek found that "4 drop in efficiency of <between 15 and

27% occured in most companles that sw1tehed from plecework to

-

AR AP

fixed sa 1es." He notes, moreover, that those companles that
t

‘Asw1tchedifrom flxed salarles to a premlum pay system experlenced

R
I

1ncreas productlon averaging from 25 to 35%. - No wonder then

f . l

that a asic principle of the Yugoslav pay system stlpulates.

o ‘ 4 T e
"As faﬁ;as pOSSrble plece rather than time rates are to be used
’ ;.A,, 6
2

whenever a worker's produotlon could be convenlently oounted.

Flnally, the laborious calculatlon of norms OT productlon stan=-

'dards is not as admlnlstratlvely unnecessary or wasteful as the

-crities of-the Chinese piesework system implys. ~These labor and

output standards are, after all, not measured mérely as a neces-

. 'gary step injsetting,piecerates;u;SEVeral“otheroreasons’compel
. .a large efficient enterprise to''measuré time and output (as well
‘fasfmotign)~standards»4 These gtandards provide information-for

-accurate scheduling of warkyg for planning the number of machines
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and men for the #arious production runs, for estimating costs and
budgets, and for pricing Ebgigarious production jobs.
Moreover, time standards provide a benohmark for monitoring and

improving the perfgrmanee of men and machines alike.

The comparative data suggest that the Chinese abolition
of piecework owes more to idedlogy than to economy. Piecework's
assunptions are.plainly incompatible with the Maoist strategy of
using the produetion units as training grounds in éssuiing progress
towards communism, To use & possibly sentimental phrase the
Chinese press uses frequently, its assumptions'con%radio% "the
sommunist styﬁé of loving the collee'tive."63 Piesework after all
is a theory OS reward and puﬁishmeﬁ% based on the assumption that
noney is the’itrongest motivator of work performance., Man is
naturallyhla% and the worker naturally’resenfs'ﬁahagement|s
pressure sn éixéto intensify work, Piecework imbafts a bias

”

toward wotk simplif%eation and excessive speeialization, thus
$

alienation. It encourages competitive indiv;dualigm in the work

process instead of synergy and collective team efforts.

-

0 the mandgerial'side, piecework puts coﬁtrol of'the
work broces§ firmlj in the hends of a managerial groﬁp of experts
and disciplinarians who set up norms and enforese them and who
presumably are the only ones who fullyiﬁhderstand the broader
nature of enterprise work, =~ The workers, in thingaylorist

thinking, do not. Managers here stfip workers' jobs of its
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" managerial-aspects of plamning, innovation, scheduling, and so
on. Workers $imply exééuté simple procedures under the-
* ‘main stimulus’ of mordy. By engouraging the routinization and
further* division of work, individual pieeerating tends to divoree
_ereative‘fhinking'fron$work‘performanoe, Piecework and the whole
tine_stnd& epgsratgs 1;nhed ?o‘it pictures‘the workplage as a
nmachine%prooess yhose‘najor éoa}s are produotion and“product
effieiene&;i”The¥prereilrné Maoist“line seeks to conver; the

. [ SR B L S e T ] o
prodpetionrgngt'into a hindﬁof eommunity center_end inregreted
LSOblo—technleal‘system.hased on group teamwork and on the rela-

TS

Al

tlve prlmary of egalltarian collectlve 1neent1ves. Although
- 7 : - y

moral 1nqpnt1ves areideﬁxogxcgrxypreferred to materlal ones, the
_latter 11 by no means shunned. So long as materlal galns are

i¥ely or equltably shared, 1t becomes moral therebya-

1deolog:§a11y speaklng.

Z
7

‘Some quick comparison with Amerfean managerial*practises

¥

L)

7 and attitudes come to mind at this point. An industridl eéxpert

recently noted of American industry: MIn a series of interviews

with produotlon managers and 1ndustr1al englneers sharged with

w LT

the design of assembly llne yorkﬁa§m15ndrgerse eompenles, one of

the authors noted an overwhelming concern with the technologieal
PRV S i i O R F S PR R P LT I I A

features of the prosesses and 1nd1fference or downrlght dlsdaln

for the psyshologlcal, s001olog19al and phys1olog19al needs of

B «’

the workers 1nvolved. ....1t comes as no surprlse that a good

REBEINE AR : - < . P R 1Y

number of older workers, as well as youthful members of the
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fiovork Foree,”dFe’ 'vufhed off1by many modern jobs:®4 ‘This comes

as+né- surprisei A recent writer'in Harvard -Busindss Review noted

" vin’this Tespeét: "Freguently, I hdve asked executives this

-y

.questien:. What is the domihant philosophy of motivation in

America¥ mériagement? Almost inYariably they quiekly agree that
it is theféarrot-and-stiokiﬁhiléSOPhy, reward and'punishment.“65

A

How Large Are Substantial Differentials

Waltér @&lénsSon énd Robért Se¥lapind typify nbted Chine
experts whe write that wage -differentizls’are still surptisingly
high there.éé %?éh”rémarks seem meaningless because nothing is
small or large,%good or bad, ‘except by comparison., Both writers
do not mentlon.£ standard of comparlson. Accordlngly I provide
here a rough qjéntltatlée framework of comparlson. That frame-

e
work is the Un;teg States. But 1t could Just as well be India or
the Soviet inon where "(gross) incomes of successful top managers,

engineers, archlteets, sclentlsts, actors and writers are up to

a hundred tlmes, and even more, the 1ncomes of unskllled workers."67

Let us assume econservatively that lower-paid workers were

‘ ralsed by two grades 31noe the Cultural Revolutlon and that hardly

anyone 1s ln Grade 1. Comblne this 1nformatlon w1th Hoffman's

3 i i

tables 1n hlS clted work of _the percentage dlstrlbutlon of workers
by wage—grade 1n the ten magor Chlnese 1ndustr1es 1n 1955 and thelr

correspondlng base wages 1n 1958. These partlal date eneb}e us to

- RPN
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.-8ive a ciudgdggtimayg of the average ratiozbetweep‘yhe highest-

68

. peid fifih of all urban workers to the lowest~paid fifth. I

de@uce_ggnsegygt;ygly from these.dapa that not quite 20 percent

of gll current. indystrial workers are in grades 6, 7, and 8, with

.current b%§e;¥a$¢§¢°f:1?z«9§t333@‘110 yuan a month respectively,

The 1owestggai@1£;§§hqggggll_wo:kersAggem to be in grade 2 and 3
with corresponding wages of about 41 and 48 yuan. We ignore so-
oalled wages of apprééffées here for reasons stated earlier,
since we argyed these vere more in the nature of student allow-
anees, Using gqffg%n!s_weights, I arrived at a probably conser=-
vative fstimate?ofitggﬁ;atio of the highest-paid fifth of all
worker& to the lowest-paid fifth of 2 to 1.

4

s this large or small? And, is it egalitarian? The
ahswe dgﬁénds on the'éténdard of comparison you choose, I

&

sﬁfgg%t gt‘nat a fair compaiétive yardstick should be any conteme
pqrafy economy since it teil;:ﬁs what is aghievable in practise,
So let us take Christophe? Jenck's ratio®f the best-paid fifth
Americen white workers to the lowest=fifth for 1968, Tt was

nearly 7 to 1,69

»

A

Now let us coﬁ?are the equitableness of intra~enterprise
income differentials. From the'ﬁéitiai and écattered réports
a#ailable, it seems”faff to citéﬁaiﬁgﬂétary span of 40 to 240

in China's largest induétrialxgﬁ{grgfisés. This estimate pro=-

bably exaggerates current intra~enterprise spans in view of
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the various partial data previoﬁsly ciféd ;f wage=levelling and
the retirément of the highestvéarneré; For example, the salary
of Kailan Coal Mine's chief administrator is about 150 yuan a
ﬁonth, and yet Kailan is comparable to one America's largest
corporétions in that Kailan in Hopei Province is one of China's
largest enterprises eﬁploying probably more than 90,000 workers.7o
However, Chrisfopher Howe found some traces of:larger spans, espe-
cially in the aircraftiindustry. And Reymelds no;és'that: "The
range for university teachers is about 70-350 yﬁan, but”there are
very few at the top.rqxe."71

Is thlé a 1a£ée or egalifarian intra,-ente‘rprisewéalary
span? As bef%re, théAﬁESf'practieai answer to the question comes

= ‘ ‘ . .
from a comparison to spans found in other contemporary economies.,

Business Weeld, in its 1971 survey of top executive pay, noted:

"In termsfbfgééﬁary and eashbbonus, Harold S. Geneen, chairman of
Intefnatiﬁhél Telepﬁone and Telegraph Cofpéiation, drew in
$812,494 in 1971 +...GM's James Roghe had 2 salary of $275,000
and a casﬁ ionus of $275,0%30, but the latter figure was ahly half
of Roche's agtual 1971 bonﬁs. Another $274,970 is payable in
compéhy stoek, and GM eontributed $13,750 to Roche's stocks and
sa#ings purehase éccount; so he ended the year with a total pay

paskage of $838,750. But Geneen also exeroised stoek options

with paper gains of $795,850 during 1971 for a total of -

31,608,544."72 If we assume that IT&T's poorest paid worker
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in 1971 earned $5 300 then we have ‘an 1ntra-enterprlse wage
y‘dlfferentlal of 303 to 1. _These are pre=-tax figures but are pro=-
bably faar rnd}catqrs gf retained total salaries)since the figures

_ 1n questlon exclude 1mportant benefits in kind -+pen only to top

Aexebutlves such as representatlon expenses, companybprov1ded

11mous1nes, flnan01al and legel adv1ee, and many others that

Bus1ness Week of the same date termed as "blg@money in the

fringes."' These narrowly deflned total salary flgures were

EERNY JE D
exeeeded in 1972 by Ford's top two offlcers and by others.73

[N

Finally, let us make an educated guess at society-wide

. income differentlals in Chlna for the early 19708, Mao Tse-tung's
‘Amentlon§ monthly salary of 385 yuan of some years ago does not
.seem to e the highest salary Nor does the’very well—pa;d top

army b ss seem to have the hlghest pay. & full general in 1971,
i ;\ # -
accord;ng to Edgar Snow, earned 361 yuan a month., Reynolds does
RR 3
not‘tell us whlsh government official receives the highest pay

Awhen he reported' "The highest salary in the eountry, that of

tep vovernment offlclals, is reportedly 450 yuan; but the number
of enjoying these high salarles is small."y Qﬁste another inte-
restlng wage pattern' 'the:pay(gf_te? governmenf officials.domi-
nate the pay of top maAagers,-the opposite of the Ameriﬁan case. )
At any rate, taklng 40 yuan as the lowest worker's wage, we have
“~a s001ety-w1de salary span of llttle over 11 to 1. But there

are probably a few whose ratrg is tw1eevthat,'espeaially from
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.among the diminishing eapitalist-rentiers.

. -

For -a. capltallst market ecenomy, we: don't have a ready
figure for a society-w1de comparison between the lowest and the
hlmhest annual 1ncome. The pos51b111t1es are suggested however,

| by the previous dlscuss1on of the salary span between the top

American Exegutlve -and the least skllled.‘ The truth seems to

1<rl1e between J'ha.t\‘i‘lgure of 303 to 1 and an upper llmlt merely

r

'“suggested by Newsweek's recent account of Arlstotle 0nass1s'

annual consumptlon spendlng in the reoent past "During his years

L e

‘?'w1th Jaskie, the hlgh-11v1ng couple spent an estlmated 315 million

a.nnually....7 iT%lS gargantuan flgure, we ean only suppose,
-
represents som§ undetermlned depletion ef wealth. At any -rate,

the more 1mporfant reform of income redlstrlbutlon if Chine does

the oompres31on of salary dlfferentlals but to its

non—salary aqpects' the redlstrlbution of power, status, job

not pertaln t

.
satlsfactron, ‘and income in kind inside the typlcal Chinese orga~
_nization., This extremely important point, however, requlres

separate treatment.75

N
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