
China’s membership in the WTO provides a
new opportunity to reexamine the position of
China’s workers in a world economy, and to
address problems that have been growing
since China embarked on its reform and
opening 20 years ago. 

Ma Wei is a reporter with Worker’s Daily (Gongren Ribao). Chang
Kai, who holds a Ph.D. in Labor Law from Peking University, is
director of the China Institute of Industrial Relations and a
member of the Labor Law Institute at Peking University Law
School.

New challenges to labor under a world economy

Ma Wei (MW): Countries joining the WTO must meet a mini-
mum condition—implementing a market economy.This was
the primary obstacle standing between China and the WTO for
some fifteen years.We know that when China joined the
organization, it voluntarily followed the WTO’s common rules
to reform its economic management system, and this caused
general concern about how China’s economy would be
affected. But what effect does membership in the WTO have on
a Chinese social structure built on the foundation of a planned
economy, especially in terms of labor relations?

Chang Kai (CK): The WTO is the organizational manifestation
of economic globalization. It is the embodiment of capitalism
carving up the globe, and the free circulation of capital across
national boundaries.And of course WTO regulations are the
common rules of the capitalist market economy.Today, in the
21st century, the world has formed itself into a common mar-
ket and capitalism has gained linguistic and disciplinary rights.
There is no escaping this fact.

The emergence of the WTO has had an indisputably posi-
tive significance in pushing forward the realization of a global
“market economy and free trade.” However, this push has as its
means and end the expansion of capital, and expansion of cap-
ital requires the suppression and deprivation of labor.The

trend in international development is for the conflict between
labor and capital to grow rather than weaken; most glaringly,
workers do not enjoy a greater right to speak because of free
trade, but rather have become more passive—capital may be
able to circulate globally, but workers certainly do not have the
freedom to do so.At the same time, unions have found them-
selves in an increasingly inferior and weakened position in
their confrontations with capital.

MW: We can state the following as fact: 1) Transnational capital
always moves from areas with high wage levels to areas with
low wage levels. 2) Multinational corporations can monopo-
lize the profits from an entire industry. 3) The gap between
poverty and wealth is growing, and wealth is increasingly con-
centrated in the hands of a few. My feeling is that the WTO is
more like a multinational corporation or a rich man’s club.
What impact will the rules of this club have on China’s existing
labor relations?

CK: It isn’t easy to be optimistic. Introducing a market econ-
omy inevitably introduces the basic conflict of market econ-
omy, that between labor and capital. In fact, this conflict
appeared as soon as we set marketization as our reform goal:
basic economic reforms from diversified ownership to marke-
tization of the labor force, and on to supply and demand will
inevitably change the strength of labor relative to capital.
Speaking concretely, the former position of the worker as mas-
ter of his own affairs was based on the system of public own-
ership and labor supply.The market economy, however, is
based on the pluralization of ownership and supply and
demand.The fact that supply in the labor market is greater than
demand puts the worker in an even less advantageous position.

Capital seeks to maximize profits, while workers seek to
maximize wages: each is rational in its way, but they are mutu-
ally contradictory.Who wins out? The position of capital con-
tinues to rise; this is a major trend.A detailed analysis of
China’s ten-plus years of effort to join the WTO shows that
labor-capital relations in China were changing at the same
time. On the one hand there has been the large-scale influx of
international capital into China, while on the other hand
important changes have taken place in the structure of China’s
system of ownership and the establishment of marketization-
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related regulations, including private property rights, manage-
ment rights and the regulation and handling of labor relations.
All this has accelerated the restructuring of Chinese labor-capi-
tal relations while at the same time exacerbating the conflict
between them.

With the departure of public ownership, labor relations that
in the past were strongly political, bureaucratically controlled
and based on a concept of common interest, have become
labor relations based on economic advantage, regulated by
trends in the market economy and based on a coordination of
interests.As problems such as unemployment, distribution,
social security, security of employment and health have
become increasingly serious, the contradictions and conflicts
between labor and capital have intensified daily.

The government’s role in labor rights

MW:You’ve observed that many enterprises default on wages,
and in recent years there has been a shocking incidence of
other violations of workers’ rights such as excessive working
hours, poor working conditions and horrific labor-related
accidents.The disconnect between the steady increase in
unemployment and inadequate social security is a source of
additional concern. In your opinion, is there a way out of these
problems?

CK: First of all, the government cannot escape its responsibil-
ity.Take unemployment rights, for example.The government
has a duty to implement public policy to increase employment
and improve the social security system. Or take the problem of
defaulting on wages, which tops the list of issues provoking
labor disputes. Private enterprises routinely withhold wages,
while state-owned enterprises routinely lack the money to pay.
Workers have gone through all kinds of hardships and difficul-
ties to win court cases, but there has been no way to enforce
the decisions, and they come away empty-handed.

It would be worth drawing on the Hong Kong govern-
ment’s system of wage guarantees.The government sets aside
funds to guarantee unpaid wages, and when a labor dispute
results in a decision against an enterprise, workers can go
directly to the government for the money.The government
then pursues the enterprise, which has nowhere to run.

It used to be popular to say that in the past, under the “iron
rice bowl” system before reform and openness, workers
became lazy. I think that’s a rather superficial way of putting it.
In fact is that workers are still paid very little for the huge con-
tribution they’ve made in laying the economic foundations of
socialism, and no one can deny that the cost of reform has hit
workers the hardest. Failing to recognize these facts implies
that the debts of history and the debts of the present can be
written off in one stroke.

MW: In 1995, China tabled its Labor Law, which stipulates
basic principles for regulating labor-capital relations, the main
safeguard of workers’ interests.At present this law is constantly
flouted. Do you think it’s time to review the compliance and
implementation of this law?

CK: It should be said that the implementation of the Labor Law
laid the foundation for the present labor law framework cen-
tered on market principles. But the law places undue emphasis
on principles, exacerbating the influence of systemic reforms
and the rule of law environment, and increasing the difficulty
of concrete implementation.As a result, labor disputes and
infringement of workers rights have run rampant.

The reasons are three-fold: first of all, an employer starts
with profit as the goal and hires as few people as possible to
reduce costs; second, the reform process has given very little
consideration to workers’ interests, and much of the cost of
reform has been borne by workers; third, in handling labor
disputes, especially when policies are involved, workers’ com-
pensation tends to be inadequate. For example, in the case of
wages in arrears, the enterprise is responsible for paying what
it owes, but if it goes bankrupt, no one takes responsibility.
Labor issues involve three areas: 1) workers must organize; 2)
the government must be impartial and cannot be unduly
biased in favor of capital; and 3) enterprises must bear social
responsibility rather than taking the short-sighted view of car-
ing only for their own development at the expense of social
development and stability.

What is needed now is to stress that the economy and soci-
ety must develop in tandem; labor and capital must be in bal-
ance, and enterprises and workers must each get their due. Our
present situation could be much more equitable.

MW: I’ve noticed in your essays that you frequently refer to
international labor standards and that you feel this is an
inescapable issue for us at present. Could you apply your views
to the Labor Law?

CK: The question of WTO and labor standards or social provi-
sions remains a source of conflict between developed and
developing nations. I’m certainly not proposing that we raise
our labor standards to match the wages and hours in devel-
oped countries.Actually, when the issue is raised internation-
ally that labor standards should be tied to economic and trade
regulations, it is mainly referring to basic standards, such as
the establishment of labor unions, collective bargaining, oppo-
sition to forced labor and child labor, equal pay for equal work.
All these are basic labor rights.

We should say that Chinese labor standards and legislation
do not diverge greatly from international norms except in ref-
erence to freedom of assembly and forced labor. Some stan-
dards, such as those for working hours, even exceed
international standards.What we need to do is merge these
with international standards while maintaining our funda-
mental principles, because economic legislation must conform
to international standards.We shouldn’t imagine that we can
bring China into conformance with capital, management and
distribution norms without conforming to labor law, which is
likewise part of economic law.

MW: Can you be more specific?

CK: The right to organize is a basic labor right.The main prob-
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lem at present is first of all, that the rate of unionization in
non-state-owned enterprises is very low, just a few percentage
points, and secondly, that there is a high incidence of manage-
ment control of unions, with unions organized by the
employer and relatives of the boss heading up the union.This
is more damaging to workers than not setting up a union at all,
because neglecting or prohibiting the establishment of a union
is a straightforward infringement of workers’ rights, but man-
agement control of a union actually deprives workers of their
rights.The seriousness of the problem is demonstrated by a
special provision in the amended Labor Union Law, which
states that close relatives of an enterprise’s main top manager
cannot serve on the enterprise’s union committee. Even
though this is now stipulated by law, there is still the question
of enforcement. If this provision is ignored, it might as well
not exist.

In addition, labor standards should be more detailed. For
example working hours are an issue, and excessive overtime is
a widespread problem; there are many workplace injuries and
fatalities, but compensation is inadequate. Labor law enforce-
ment and court judgments need to do more to strengthen the
protective dynamic of labor rights.The protection of labor
rights has been neglected in the course of developing the
economy; if this situation continues following entry into the
WTO, I fear the resulting social problems will not be easily
resolved.

Unions need to change with the times

MW: A few years ago, there was an incident in which a union
head represented the enterprise against workers in a labor arbi-
tration tribunal.While there have been no reports of such cases
recently, it’s not at all unusual to find the unions unwilling to
take a position at odds with management. In recent years the
All-China Federation of Trade Unions has been proposing
rights protection and actively adapting to new circumstances
by transforming its own role, but its bureaucratic style doesn’t
seem to have changed.

CK: Unions must be involved whenever labor issues are raised.
In this respect, the market economy offers unions an opportu-
nity to realize their potential, but also poses them with a huge
challenge.The unions have been changing constantly over the
past 20 years to adapt to marketization, and they’re making
progress, but the gap is still quite large.

I think unions should evolve mainly according to legal
requirements.The core issue here is that unions represent the
interests of workers; unions are their protectors.This point is
clearly stipulated in the Labor Law and in the Labor Union Law.
This is the legal precondition for the work of the labor unions
and their legal foundation, and it is here that we should focus
our questions.

A lot of people have the impression that the rights of labor
unions are granted by those higher up, but this isn’t actually
the case.The unions represent the rights of workers, not the
interests of a higher-level organization. From representing
workers in collective bargaining to signing labor contracts to
defending rights through litigation, in all of these activities
workers urgently need labor unions.

MW: On the subject of whom unions represent, a lot of people
think that since enterprises put up most of the union funds,
unions shouldn’t confront them.

CK: I think this is faulty logic. Superficially, union funds now
come from two sources: 0.5 percent comes from workers’
wages, and the enterprise contributes a payment equivalent to
2 percent of total wages. But in theory, this 2 percent is actually
the social organization fee that is part of a worker’s wages.
Although the enterprise contributes the money directly to the
union, it’s calculated into basic overheads before taxes, not as
raw material or technology, but as a labor cost. But it’s true that
the contribution coming directly from the enterprise breaks
the connection between the workers and the union.

As the market economy penetrates further, the need for
Chinese workers to unite to defend their own rights and inter-
ests will become more urgent, and as the representative of the
interests of the majority of workers, the demands on union
employees will also become greater.They must become famil-
iar with the workings of labor relations, the labor economy, the
Labor Law, and with wage distribution, unemployment insur-
ance and so on.And Chinese labor unions must step up their
pace of change to keep up with the developing times.

Translated by a friend of HRIC

This article was posted in Chinese on the Web site of Gongnong
Tiendi: http://gongntd.iwebland.com/jinri/jr020630019.htm.
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