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Governing through Governance: 

Changing Social Policy Paradigms in Post-Mao China

Abstract

In coping with the challenges of globalization, various reform measures in the field of social policy have been initiated in recent years. Strategies of privatization, marketization, commodification and societalization have been adopted to redefine the relationship between the state, the market and other non-state sectors in social policy provision and financing. In particular, the restructuring of state-owned enterprises and the de-monopolization of the state in social policy provision has inevitably led to significant changes in the welfare regime of post-Mao China. This paper sets out in this wider policy context to examine how the post-Mao leaders have reformed its social policy sectors. Most important of all, this paper has chosen a theme of “governing through governance” to reflect upon how the Chinese government reinvents its public policy delivery by adopting new governance strategies. In examining whether the education and health sectors have had paradigm shifts in social policy governance, this paper focuses on how such paradigms evolve, and in what way such shifts have affected social policy financing, provision and regulation. This paper concludes by discussing whether the introduction of new governance strategies and new reform strategies in education and health has weakened the state capacity.     

Introduction
No matter how we assess the impact of globalization, it is undeniable that contemporary societies are not immune from prominent global forces on the economic, social, political and cultural fronts (Giddens, 1991, 1999; Hirst and Thompson, 1999; Rodrik, 1997; Sklair, 1995; Held et al., 1999; Mittelman, 2000). Seeing globalization as involving very complicated processes of economic transactions and worldwide telecommunications, sociologists generally believe that the impact of globalization is profound as it is restructuring the ways in which we live (Waters, 2001) and creating a new hybridity of cultural styles and mixes (Robertson, 1995). Believing market values and practices can promote efficiency, effectiveness and economy not only in the economic sphere but also in the social and public domains, modern states have made serious attempts to demolish the old Keynesian national welfare state and to establish a “competitive state” in response to challenges generated by “global capitalism” (So, 2003; Held, 2000). 

China, similar to other countries, is affected by the same processes of globalization. This is particularly true now China has secured accession to the World Trade Organization and local industries are increasingly affected by globalization challenges. Coping with challenges of global capitalism, strategies of privatization, marketization, commodification and societalization are adopted to redefine the relationship between the state, the market and other non-state sectors in social policy provision and financing in order to reduce the welfare burdens originally borne by the state enterprises. This paper sets out in this wider policy context to examine how the post-Mao leaders have reformed the social policy domain in urban China by selecting two major social policy areas, namely, education and health, particularly examining whether these policy areas have had paradigm shifts in social policy governance. More specifically, this paper reflects upon whether and how the introduction of new governance strategies in reforming education and health sectors have weakened the state capacity in governing public policy in China.      

Challenges of Globalization and Emerging New Forms of Governance

Living under the context of the dissolution of national borders and the growing interdependence and interconnectedness of different countries, social, economic and political issues have become increasingly complex so that the traditional state-centred approach may not be able to resolve them satisfactorily. No matter how we assess the impacts of globalization, it seems that no single modern state can entirely escape from the challenges of globalization. In order to strive for national survival and growth, modern states have to compete on the one hand for transnational investment capital (Waters, 2001; Thompson, 2000). They have to surrender some state autonomy in exchange for a better position in the global market place, on the other. At the same time, modern states may encounter market failure since “greater international capital mobility made manipulation of the economy at the national level more difficult” (Slaughter, 1998, p.53). Since before the end of the Cold War in the late 1980s, a strong intellectual and cultural milieu has prevailed in many countries that can generally be described as postmodernism. The ideas of postmodernism, together with ideologies along the line of neo-liberalism, economic rationalism and managerialism, have led leaders of modern states to argue publicly that individual states are essentially ineffective in the face of global market forces (Bauman, 1994; Dudley, 1998). In pursuit of efficiency, effectiveness and economy, ideas central to these prevailing ideologies, modern states try to become “competitive states” by adopting market ideologies and strategies to enhance efficiency, effectiveness and economy. As So (2003) rightly highlighted, it is the state that is constrained and reshaped by the market, especially by the following activities:

· De-regulation: cut down state regulations so as to provide more freedom to the market;

· Privatization: the state sector is getting too big and too inefficient. State or public enterprises should be privatized to let the market take over;

· Liberalization: open the economy to foreign investments and competition, find a niche in the global market, and cut trade barriers;

· New Public Management: the state bureaucracy should be run like a private company, bringing in the factor of productivity and efficiency, downsizing, subcontracting its services to the private sector;

· Scale back or privatize welfare and social services: cutting social spending, making workers work harder, streamlining and reorganizing government bureaucracies to promote efficiency, effectiveness and economy;

· Bringing the society back in: revitalizing non-state sectors, including the community, civil society, families, and individuals to finance and provide social services;

· Marketization of public / social policies: adopting market principles and using business strategies to run and manage social / public policies.
 
Seeing the prominence of the market, people have begun to question the capacity of modern states in tackling the increasingly complicated economic, social and political issues in the context of globalization. To cope with intensified globalization pressures and to maintain national competitiveness in the context of globalization, new forms of governance and new governance philosophies have emerged. Fundamental transformations have taken place in public policy instruments and public management (Lane and Ersson, 2002; Faulks, 2000). Theories of “new governance” propose that modern governments are adapting to radical changes in their environments by turning to new forms of governance which are “more society-centred” and focus on “co-ordination and self-governance” (Pierre, 2000, pp.2-6). Offering four governance models as alternatives to the traditional system, namely, the market model, the participatory state model, the flexible government model and deregulated government model, Peters (1995) argues central to these governance models is to involve sectors other than the state like the market, the society and other non-state sectors in governing the public domain. Similarly, other scholars interpret “governance” as a process of coordinating public and private interests, maximizing the state capacity to involve other non state sectors and actors in resolving public problems (Kearns and Paddison, 2000). In the delivery of services, public authority is shared between governments and with non-government actors – what Salomon (2002, p.2) calls “third party government”; services are decentralised and in some cases privatised; and the role of governments in managing the economy is more sharply delineated and circumscribed by new arm’s length (from government) market-supporting instruments, in some cases relying on self-regulation (Gamble, 2000, pp.130-131; Jayasuriya, 2001). Many possible causes have been highlighted: ideological changes such as the discrediting of “statist” models; fiscal and bureaucratic “overload” problems; the growth in supranational bodies that undermine a government’s control; and economic globalisation eroding state “steering capacities”. 

In an increasingly globalizing world, modern states have changed their governance strategies from “positive coordination” to “negative coordination”; thereby the architecture of modern states has been transformed.
 The change in the coordination mode has aimed to prevent modern states from being over-burdened by welfare and social / public policy commitments (Jayasuriya, 2001; Scharpf, 1994). Likewise, the institutionalized state-society linkages (i.e. the mobilization of non state sources and actors to engage in social / public policy provision and financing) may generate additional resources for the state to finance and provide social services and public policies. In addition, the emerging trends of “zations” or co-existing “processes” that have transformed the way the public sector is managed and public policy is formulated. One of these trends is privatisation. Privatisation has been a common theme in evolving patterns of government-business relations in some countries (for example, Malaysia and South Korea) (Gouri et al., 1991; World Bank, 1995). Pressures for broad governance changes have been strong, coming to a head in the financial crisis of 1997. 

A feature of these pressures is the presence of influential international agencies such as the IMF and World Bank. Their preferred models of governance reflect many of the same tendencies noted above: a less interventionist and arbitrary state; a strengthening of “juridical” forms of regulation (often associated with fundamental legal reform); more disaggregated and decentralised forms of government, including partnerships and a stronger “co-production” role for civil society groups; and a preference for market-like mechanisms over bureaucratic methods of service delivery. Hence, it is not surprising that strategies, measures and policy instruments along the line of marketization, corporatization, commodification and managerialiation are becoming popular practices in public policy and public management (Lane and Ersson, 2002; Minogue, 1998; Mok and Welch, 2003). Instead of relying solely upon government bureaucracy in terms of delivery of goods or services, there has been a massive proliferation of tools and policy instruments such as dizzying array of loans, loan guarantees, grants, contracts, insurance, vouchers, etc to address public problems. Diversified policy tools and instruments may render the conventional governance model inappropriate. It is particularly true when many of these tools are highly indirect. They rely heavily on a wide assortment of “third parties” such as commercial banks, private hospitals, industrial corporations, universities, social service agencies and other social organizations (Saloman, 2002). Therefore, networks and partnerships supplant hierarchical command and control (Rhodes, 1997, 2000; Bache, 2003). The proliferation of non-state sectors and actors in public policy delivery has led to an increasingly complex set of state-society relationships, especially when government is increasingly performing the role of coordination and steering rather than command.


This paper sets out in such a wider policy / conceptual context to examine how the Chinese government has reformed its education and health sectors by introducing new governance strategies such as the proliferation of policy tools and instruments and diversification of non-state actors and sectors in education and health provision and financing. A better understanding of social policy paradigm shifts in the post-Mao period should be contextualized not only to the changing global policy and the external socio-economic environments as discussed earlier but also to the unique socio-economic background that had directed social policy formulation and policy paradigms under the Mao regime. Let us now discuss how social policy and social welfare was governed in the Mao regime; thereafter compare and contrast the changes in social policy paradigms since the economic reform started in the late 1970s.

Social Policy and Social Welfare in the Mao Period

In the Mao period, the Communist Party of China (CCP) placed great emphasis on the realization of the human side of material production and developed institutions of social welfare to provide basic social goods to China’s citizens. When examining social policy formulation and development in mainland China, we should take China’s socialist structure, ideology and development into consideration. China sees its social system as a reflection of the superiority of socialism. In the Mao period, the abolition of private ownership supposedly had eliminated the basis of exploitation and inequality. After rural collectivization was completed, peasants became members of communes, earning the right to work and hence a means of subsistence. Distribution of incomes between households in the locality was mostly egalitarian and need based, although disparities existed between different areas. As I argue elsewhere (Wong and Mok, 1995), Maoist social policy bears a number of characteristics. Upholding the socialist ideals of equality, safeguarding people’s basic needs and the maintenance of social stability, the state was primarily responsible for offering social welfare services and social policies to reduce disparities in living standards and consumption between individuals in urban China. Since the state monopolized social service provision, city residents were beneficiaries of the state’s universal employment policy. Once assigned work by labour bureaus, workers enjoyed life tenure and generous perks given by employers. Besides, the state administered a system of health, education, and cultural facilities, which were not to be found in the countryside. Chinese citizens in urban areas were thus highly dependent upon their danwei (work units) and had little initiative or autonomy. Through work units, the state provided Chinese people with all kinds of social welfare services, which was well-known as “enterprises running society” that characterized the Chinese welfare society model in Mao’s regime (Walder, 1986).  

Since the state played a very significant role in social policy and welfare provision, Maoist social policy followed the authoritarian mode. Essentially, the management structure and means of intervention had three features. One was high centralization of authority and resources. As a consequence, relations between different tiers of administration were arranged hierarchically. Another was the adoption of bureaucratic measures in policy enforcement. In exchange for this care, total submission was demanded, thus enhancing the legitimacy of the state and the power of enterprises over the work force (Walder, 1986; Wong, 1992; Jiang, 1992). As a consequence, the state dictated the social life of the people and, in turn, the people came to rely on the state for their requirements (Wong and Mok, 1995). 

Changing Social Policy Paradigms in Post-Reform China

Since the economic reform initiated two decades ago, China embarked on two major social and structural changes, namely, institutional transition and structural transformation. By “institutional transition”, I mean a transition from a highly centralized economic and social planning system to the market economy officially endorsed and implemented in the 1990s; while “structural transformation” refers to a social change from an agricultural, rural and closed society to an industrial, urbanized, market driven and open society (Li, 1997). Such transitions have caused changes not only to the economic and social structures but also to the whole perception of the proper state-society relationship. In social policy, the old dependency syndrome was condemned as an impediment to economic progress. The new course was founded on a different interpretation of socialist construction – during the primary stage of socialism; the key task was to resolve the conflict between people’s rising material aspirations and the backwardness of productive forces. Chinese leaders were fully aware of popular frustrations over meagre living standards. In an effort to make its state-owned enterprise more economically efficient and competitive, Chinese leaders have taken significant steps to privatize and marketize social policy and social welfare. Table 1 compares and summarizes the differences in terms of social policy goals before and after the economic reform started in the late 1970s.

Table 1: Changing Social Policy Goals in China

	
	The Mao Era (1949-1978)
	The Reform Era (1978-Present)

	Basis of Ideology
	Upholding “socialist ideals”, emphasizing social protection and social equality
	Emphasizing economic efficiency and importance of competitiveness

	Major Economic Goals
	Low wages but generous welfare benefits
	Reduce labour costs by cutting down social welfare

	Major Social Goals
	Maintaining “social justice” by means of “redistribution mechanism”

Improving people’s quality of life by higher public expenditure
	Keeping social stability by providing a minimal social relief to the poor and people in needs

Involving various non-state actors in welfare provision


Having promoted fundamental value changes in social policy, the post-Mao leadership is well aware of the traditional welfare and social policy model being inappropriate. Nowadays, the Chinese leaders subscribe to the notions that the modern state should act as facilitator and enabler in public policy and public management, believing that the Chinese state should set out an appropriate regulatory framework for governing social / public policy. The actual financing, delivery and provision of social / public policy should rest with the market and other non-state sectors; while the state is responsible for creating a “safety net” to help those most needy and vulnerable (Liu, 2000). Thus, it is not surprising to see the practices and reform strategies commonly adopted in the neo-liberal economies to transform the way social welfare and social policy is managed used to reform the social policy sector in China. Even though post-Mao leaders feel uncomfortable with the term “privatization” the state has actually reduced its provision of social policy and social welfare. The de-monopolization of the state in the social policy domain has undoubtedly rendered the conventional practices of “managerial paternalism” and “organized dependence” inappropriate. Generous welfare benefits that state workers had enjoyed in the Mao period are now considered as welfare burdens on the state (Wong and Flynn, 2001). 


A better understanding of social policy reforms in China could be obtained by contextualizing changes and transformations in social policy sectors in the overall policy paradigm shift from a centralized governance model to a decentralized one. Recent administrative reforms to streamline and reorganize the ministries at central and provincial levels are designed to improve the efficiency and effectiveness of Chinese public administration. Such reengineering exercises are to separate government and enterprises, to simplify government structures and rationalize government responsibilities and to strengthen the rule of law (Yang Kaifeng, 2002). Unlike the Mao era when the state took up all responsibilities in social policy provision, financing and regulation, the post-Mao leaders have attempted to re-define the relationships between the state and the market, the community, and the civil society (Wong, 1998; Mok, 2000). It is in such a context that social welfare and social policy development in mainland China has begun to experience fundamental changes in governance. Reform measures along the line of privatization, marketization and societalization are adopted. Education and health services used to be welfare entitlements of urban residents in the Mao era, but people in the reform period no longer enjoy such privileges. 

Marketization, Privatization and Societalization of Education and Health Policy     

Openly acknowledging the fact that the traditional welfare / social policy model is inappropriate and increasingly less efficient and competitive in the global market place, the post-Mao leaders have begun to roll back from welfare / social policy provision and financing. Aiming at better use of limited public expenditure, reforms along the line of efficiency gains and value for money, ideas and practices central to the new managerialism, are adopted to transform social policy and welfare delivery. Hence, different market-related strategies are adopted in reforming education and health policy and governance. Let us now turn to how the processes of marketization, privatization and societalization have changed the education and health sectors in post-Mao China.

Education Policy 

Under the reign of Mao Zedong (1949-1976), the adoption of a centralization policy in the educational sphere gave the central government a relatively tight control over financing, provision and management of education.  Living in this policy context, Chinese citizens were accustomed to free education provided by the state sector (Yao, 1984). With the introduction of economic reform in 1978, China entered a new stage of development.  Under the slogan of “socialist construction”, the CCP has tried to reduce its involvement in direct provision of educational services.  In the immediate post-Mao era (i.e. 1978 - present), the CCP initiated a decentralization policy in the educational realm to allow local governments, local communities, individuals and even other non-state actors to create more educational opportunities.  Reshuffling the monopolistic role of the state in educational provision, reform in the educational structure started in the mid-1980s and has manifested a mix of private and public consumption (Mok, 1996; Cheng, 1995; Hayhoe, 1996). Diversification of education services began when the Chinese state attempted to encourage all democratic parties, people bodies, social organizations, retired cadres and intellectuals, collective economic organizations and individuals subject to the Party and governmental policies, actively and voluntarily to contribute to developing education by various forms and methods (Wei and Zhang, 1995, p.5). Different types of non-state run schools, colleges and universities have emerged to meet the pressing educational needs. As of 1998, there were 1277 minban (people-run or community-run) higher learning institutions in China. In 2000, there were nearly 1 million students registered in the minban higher learning institutions in the whole country (Yang, 2002). The continual increase in enrolment in these minban higher education institutions has indeed shown that the market, non-state sector and other local forces have been revitalized and mobilized to finance and provide more learning opportunities for higher education (Mok, 2001, 2002). All these non-state funded or minban educational institutions adopt fee-paying principles and they offer diversified education services to Chinese citizens (Mok, 2002; Chan and Mok, 2001).

  Coinciding with “multiple channels” in financing, the state describes the use of a mixed economy of welfare as a “multiple-channel” (duoqudao) and “multi-method” (duofangfa) approach to the provision of educational services during the “primary state of socialism” (shehui zhuyi chuji jieduan), indicating a diffusion of responsibility from the state to society (Mok, 1996; Cheng, 1990). Openly recognizing the fact that the state alone can never meet all of people(s pressing educational needs, the CCP has deliberately devolved responsibilities to other non-state sectors to engage in educational development.  In late 1993, “The Program for Reform and the Development of China(s Education” stipulated that the national policy was actively to encourage and support social institutions and citizens to establish schools according to laws and to provide right guidelines and strengthen administration (CCPCC, 1993).  Article 25 of the Education Law promulgated in 1995 reconfirmed once again the state would give full support to enterprises, social institutions, local communities and individuals to establish schools under the legal framework of the People(s Republic of China (PRC) (SEC, 1995).  In short, the state(s attitude towards the development of non-state-run education can be summarized by the phrase “active encouragement, strong support, proper guidelines, and sound management” (jiji guli, dali zhichi, zhengque yindao, jiaqiang guanli).  Under such a legal framework, coupled with the “decentralization” policy context, China(s education development has been significantly affected by strong market forces.  

In the 1990s, the CCP has further shifted the responsibility from the state to individuals and families by the introduction of a “fee-paying” principle.  Early in the 1980s, the plan for fee-charging students was regarded as “ultra-plan”, implying that the in-take of these “self-supporting” students was beyond the state plan (Cheng, 1996).  But after the endorsement of a socialist market economy in the CCP(s Fourteenth Congress, the State Education Commission officially approved institutions of higher education admitting up to 25 % students in the “commissioned training” or “fee-paying” categories in 1992.  In 1993, 30 higher learning institutions were selected for a pilot study for a scheme known as “merging the rails”, whereby students were admitted either because of public examination scores or because they were willing and able to pay a fee though their scores were lower than what was formally required.  In 1994, more institutions entered the scheme and the fee-charging principle was thus legitimized (Cheng, 1996). The structural change in the financing of education in China is more obvious in higher education.  Before the 1990s, the number of fee-paying students was only a very tiny group but it has been increasing since the adoption of the “user charge” principle.  The percentage of fee-paying students of higher educational institutions in Shanghai increased from 7.5% in 1988 to 32.1% in 1994, showing a huge jump in “self-financing” students (Yuan and Wakabayashi, 1996). Now, all university students have to pay tuition fees and the user-pays principle has been made the foundation of Chinese education.    

In addition to the increase of student tuition fees and reduction in state funding for higher education, contracting out logistical support services from university administration, strengthening the relationship between the university sector and the industrial and business sectors, and encouraging universities and academics to engage in business and market-like activities to generate more revenue / incomes are becoming popular reform strategies (Mok, 1999, 2000). Putting China’s marketization of education into perspective, there are two major forms of marketization. The first involves attempts by educational institutions to market their academic wares in the commercial world, while the other aims to restructure educational institutions in terms of business principles and practices. Education, having experienced processes of marketization and privatization may experience the following consequences:

· Adoption of the fee-paying principle in education;

· Reduction in state provision, subsidy and regulation;

· Popularity of revenue-driven courses and curricula;

· Emphasis on parental choice; and

· Managerial approach in educational administration / management.

Overall, the marketization and privatization trends have intensified since the 1990s and diversity, devolution, competition, choice and profit have become central to education change processes in post-reform China. Currently, parents have to pay more to send their children to school. Universities have to charge students tuition fees and the design of curricula has been increasingly driven by market needs (Yang, 2002). In short, central to the notion of the marketization of education is a process whereby education services are priced and access to them depends on consumer calculations and ability to pay (Yin and White, 1994).

Health Policy

City residents used to enjoy free health services run by the state and enterprises but nowadays they have to co-contribute to health financing. Confronting the problems of misuse, waste, duplication and cost escalation, reforms have been bold and far reaching in health care. There are three major objectives for health care reforms: first, to diversify sources of funding; to simplify administration, and to devolve responsibility to local areas and treatment centres. The rationale for launching reforms in hearth care is to improve the range and quality of hearth care, providing incentives for quality services and to allow more flexibility to offer health services catering for local needs (Holliday and Wong, 2003). Unlike the Mao era that the state took up the primary responsibilities in health financing, the post-Mao leadership has chosen a new development strategy by putting economy first. In an effort to improve efficiency and economy of its state enterprises, the Chinese leaders have started to reduce the welfare burden of state enterprises in financing health care services by launching a contributory social insurance. 

When state workers could enjoy free medical care and hospitalization solely financially supported by the state in the Mao period, urban residents in the mainland now have to engage in a co-payment and co-contributions system by joining the contributory social insurance for medical care and medicine, which is contributed to by both employers and employees, with a semi-commercial hospital system and commercial medicine provision (Guan, 2001). The major objective of health care reform is to move beyond the traditional “organized dependence” on the state towards “shared responsibilities” of health care, intending to scale down and limit the state subsidies to health care services (Zhou, 2000). In the 1990s, health insurance reforms were started at various cities in the mainland with the intention to rationalize and control health insurance spending (Pearson, 1995). Co-payment schemes have begun to be implemented and a tripartite medical insurance system was being tried out in Shenzhen in the mid-1990s by involving the Public Medical Insurance Bureau, participating enterprises and their employees (Yuen, 1994). Following a study of eight provinces, Henderson et al., (1993) discovered that medical insurance coverage varies by a variety of individual and regional characteristics and there are significant provincial differences. 

According to Cheung (2001), none of the schemes discussed above successfully resolved the dilemmas of fund insolvency and conflicting interests of treatment providers, insurers and patients. At the end of 1998, the Chinese government started a new health insurance scheme to cover the urban workforce. Central to this scheme is joint contribution (employers paying 6 percent of the wage bill, employees paying 2 percent of wages) coexistence of individual accounts and pooled funds and basic coverage. Realizing such co-payment scheme may not meet all health care costs, supplementary plans are also encouraged, characterized by plans for civil servants, voluntary top-up schemes by companies, and plans to cover serious illnesses. More recently, the Chinese government has started other insurance schemes to cover standard lists of drugs, treatments, and services covered by basic insurance. Control of drug pricing and distribution is strengthened, patients are allowed to purchase medicine outside hospitals and clinics, and more choices are given to patients to select health care providers (State Council Press Office, 2002). Similar to health insurance, the Chinese government has started reforms in hospital funding since the 1980s by making cost recovery the foundation of its health care financing system (World Bank, 1992). It is not surprising, therefore, to see reduced state subsidies to hospitals, other than those covering basic salaries and the procurement and repairs of some expensive items (Lee, 1993). In recent years, hospital funding is heavily dependent upon contributions not only from state financial resources but also non-state funding, including contributions from individuals and enterprises (Zhou, 2000; Guan, 2001). In short, the introduction of fee-paying and co-contributions systems is central to the health care reforms in the post-Mao period, hence suggesting that a market-oriented approach has been adopted in running health services in the mainland. A few key features of the changes are as follows:

· Reduction in state subsidy;

· Commodification of health services;

· Co-payment system in healthcare;

· Multiple channels for health financing;

· “Co-responsibility” between the individuals and community risk pooling;

· Marketizing health and medical care.

Like education, health care services in post-Mao China are driven by market-oriented principles. Despite the fact that patients now enjoy more freedom to choose service suppliers, they have to pay for quality services and the state has clearly tried to retreat from the provider and funder roles. Fee-for-service is now the most dominant mode of service delivery in health care (Meng and Hu, 2002) and the market dominance raises the issue of equality and adequacy of coverage in health care (Cheung, 2001). Hence, scholars studying the post-Mao health care reforms are not sure whether the reform measures outlined above can really achieve the original reform objectives. Nonetheless, what has been confirmed is a greater burden for all urban residents and civil servants are barred. It is under such circumstances that social concern is raised about whether people without insurance coverage can afford to have health care in mainland China (Zhou, 2002; Holliday and Wong, 2003).

The Significance of the Changes

Putting our observations regarding the reforms and changes in education and health policy in the post-reform period together, we can clearly identify at least, five key features when Chinese social policy embraces the market. First, education and health policy development is increasingly guided and shaped by the perceived needs of consumers and the markets. In education, for instance, curriculum design and programme development is to cater for emerging market needs and perceived manpower requirements; while health care services are basically tailor-made to customers’ needs. Secondly, another market incursion is increased competition between suppliers once the state starts the de-monopolization process, allowing other non-state sectors and actors to engage in service provision. Diversity and multiple suppliers of education and health services are now open for choice and competition. Third, the adoption of the fee-charging principle and the emphasis on cost recovery in service provision is a crucial element in the reforms. Our discussion above has shown how the state has gradually reduced its subsidy to education and health services. Fourthly, education and health services are run increasingly based on a market / business principle. Market influence is clearly found in the way that these social policies are managed by following the notions and practices of public management to stress the importance of efficiency, effectiveness and economy in service delivery (Flynn, Wong and Holliday, 2001; Holliday and Wong, 2003). Last but not least, minban or private suppliers are becoming increasingly prominent in education and health sectors in mainland China, suggesting that social policy sectors are being diversified with the state moving away from taking up the frontier roles as service providers and funding providers. 


Most important of all, our above discussions have already indicated that social policy developments, particularly in the education and health sectors, have shown a fundamental paradigm shifts from a universal and state welfare model to a selective and “societalized” model (Wong, 1998; Guan, 2001). In order to cope with the challenges of global capitalism, the Chinese leaders have to struggle over two overriding and competing demands. On the one hand, there is a strong need to reduce the labour costs of domestic products in order to maintain the global competitiveness of Chinese industries. On the other hand, the fundamental economic restructuring resulting from the transition to the market economy has brought the Chinese government intensified problems of unemployment. Thus, the Chinese regime now has to balance efficiency and equality. With the intention to enhance the overall economic efficiency of its state enterprises, the Chinese government has attempted to create a more attractive prospect for foreign investors by restraining the increase in public expenditure by cutting generous welfare benefits in the areas of social security, housing, public health and education (Wong and Flynn, 2001). In addition to revitalizing the role of the market or the private sector in social policy financing and provision, the post-Mao leaders also try to make use of other non-state sources / actors including the community, the society (particularly non-profit making organizations), individuals and families to provide and finance social policy. 

Such changes can succinctly be conceptualized by the processes of proliferation of actors and sectors other than the state in social policy provision, as characterized by the fact that the state no longer takes all responsibilities in social welfare and social policy. At the same time, social policy / social welfare providers are diversified by making the other actors / sectors other than the state more prominent in welfare and social policy financing and provision. During such change processes, the state abandons the universal and state welfare / social policy model and a selective welfare / social policy model has evolved, thereby the state now becomes the last resort of social welfare / social policy provision. It is particularly true when the state assumes the responsibility to provide the safety net instead of monopolizing social policy financing and provision.       

Social Policy Paradigm Shifts and Changing Governance in Post-Reform China


When we contextualize the education restructuring and health care reforms in the wider public policy contexts of decentralization and marketization, we realize that China’s social policy sector has been experiencing a fundamental governance change. The proliferation of coordinating institutions [i.e. the empowerment of local governments, the autonomization of individual education and health institutions, the involvement of the market and the community] has suggested the nature of the work the state does has changed from directly coordinating, administering and funding education itself to determining where the work will be done and by whom. This marks a sharp break from the governance model in the Mao era when the central administration imposed control on every aspect of social policy and governance, leading to the problems of over administration and over intervention in the three major governance activities. As the policy trends and style of the “interventionist state model” is characterized by centralization and state-dominance, “bureaucratic governance” is rendered inappropriate in the socialist market economy since it would kill the initiatives and enthusiasm of local educational institutions and other social forces in creating more education opportunities. In order to unleash non-state sources and mobilize non-state resources, the Chinese government therefore has started the reform and restructuring processes in an effort to make its education and health systems more responsive and competitive in the global market place. 


The diversification of actors and sectors in education financing and provision, co-payment and contributory schemes in health care, the revitalization of the market, the calling on community, the society and the individuals and families to contribute to education and health financing and provision have shown that the state has attempted to choose these non-state sectors / actors as new policy instruments and actors to resolve the state’s major financial difficulties in sustaining the traditional “interventionist state model”. By making use not only of market forces but also other forces such as individuals, families, local communities and the society, the state is now saved from being over-burdened with a continual increase in education financing. The attempts to make the social policy systems more efficient and responsive on the one hand and the strategies being adopted to cut costs on the other clearly reflect the motives of the changes / reforms in social policy are mixed and complex. Moreover, the growing interdependence between the state (public) and non-state (private, community, family and individual contributions) will lead to a decline in hierarchical forms of intervention from the state but other forms of governance will emerge. When education and health financing and provision is no longer monopolized by the state, the conventional “interventionist regulation” framework (implying a hierarchical intervention of the state in imposing micro control of every aspect of education delivery) is found problematic. 

Table 2: Changing Roles of Coordinating Institutions in Social Policy Governance

	

Governance 

activities

Coordinating 

Institutions
	Provision


	Financing 
	Regulation



	State
	+
-
	+
-
	+  +

	Market
	+
+
	+
+
	+  +

	Community / Civil society
	+
+
+
	+
+
+
	+  +  +


Notes:

+ -

Important but reduced in importance

+ +

More active and important role 

+ + +
More anticipated participation    

Table 2 shows how the three major coordinating institutions change their role / involvement in the three major education governance activities. The state gradually reduces its role in social policy financing and provision; while the market and other non-state sectors are becoming more important in these aspects. Conceptualizing the efforts that the Chinese government has adopted to restructure the education and health care sectors in the mainland, it is clear that the state has gradually moved beyond the “interventionist state model” towards the “deregulated state model” and the “accelerationist state model”. By “deregulated state model”, the policy trend and style is characterized by decentralization and mobilization and “deregulated governance” is central to this model. The central features of the “accelerationist state model” are marketization, privatization and societal-sources-led. On the “accelerationist state”, what makes this type of state so intriguing is that it intervenes in markets in order to accelerate them. Thus, it is not altogether a market-embracing model of state. Instead, the “accelerationist state” operates according to the logic of the market but intervenes in markets in order to remove inefficiencies there. Analysing changes and transformations taken place in education and health care provision, financing and delivery as discussed earlier in light of this model, we may well argue that the state-society relationships have changed, with the government role becoming more like a coordinator steering rather than commanding public policy developments. By making use of the market and other non-state sectors / actors to resolve the problems originally be addressed and resolved by the state, the Chinese state has successfully downloaded social welfare / social policy responsibilities to the society. It is in this particular transitional economies context that “market governance” will become popular, whereby internal competition and efficiency drive will be the determining forces to education and health care policy and development. 


Although the overall responsibility for securing the provision of education still lies with the central government in China, the state cannot adopt the same interventionist regulatory framework to govern the relationship between the state and the non-state / private / non-state actors. Special arrangements have to be made in allowing private / non-state actors to participate in policy making and implementation; delegating power to these non-state actors and self-regulatory framework should be established in governing these newly emerging private / non-state education / health coordination institutions. The proliferation of private / non-state actors in education / health will certainly pose challenges to the conventional regulatory framework, driving the state to move away from the “interventionist regulation” framework to “interfering regulation” and “regulated self-regulation” frameworks, especially when cooperative patterns of interaction between private and public actors in education delivery (see Table 3). 

Table 3: Three Forms of Governance

	Mode of State 


	Interventionist State


	Deregulated State
	Accelerationist State



	Mode of Governance 
	Bureaucratic Governance
	Deregulated Governance
	Market Governance

	Policy Trend and Style
	Centralization

State Dominance
	Decentralization

Diversification

Mobilization
	Marketization

Privatization

Societal-Sources-led

	Form of Regulation
	Interventionist Regulation
	Interfering Regulation
	Regulated Self-Regulation



One point deserving particular attention here is that even though I argue the social policy / welfare restructuring processes taking place in China seems to suggest a fundamental change of social policy governance towards the “deregulated state model” and “accelerationist state model”, I have never underestimated that the central government and local governments still maintain a considerable extent of control over education policy and health care development. Nonetheless, the diversification of social policy and welfare providers has made the conventional governance model inappropriate. With more actors involved in education and health financing and provision, coupled with the increasing involvement and contributions of individuals, the relationship between the state and the non-state sectors in welfare and social policy is bound to change. The “rolling back” of the state as a regulatory state has been clearly shown from the trends of decentralization, deregulation, privatization, marketization and administrative reforms in education. During the change processes, there is a rolling back of regulation but there is also more need for regulation in a mixed economy / multiple provider worlds. What differs from the traditional regulatory framework which attaches weight to “micro control” of the state, now individual education / health institutions are given more autonomy and flexibility to run their services and self-regulatory frameworks according to professional standards are set up to govern their businesses. In an effort to monitor services quality offered by non-state sectors, modern states may change their conventional regulatory frameworks by setting out overall directions for policy developments or imposing only “macro control” instead of “micro control”, hence “interfering regulation” and “regulated self-regulation” may become more prominent in regulating public services in the future. With a considerable autonomy given to the teaching and health profession, coupled with the rise of professionals in China, new state-education-health-profession relationships will evolve.  

Governing through Governance: Weakening the State Capacity?


This paper has discussed how globalization has accelerated changes and restructuring processes in contemporary societies, thus causing fundamental changes to social policy and welfare developments in general and education and health care reforms in particular in post-Mao China. One of the most interesting theoretical issues in relation to social policy change in post-reform China is whether the Chinese state has weakened its capacity to tackle social and economic issues under the growing impact of globalization. In my judgement, the reform strategies that the Chinese government has adopted in transforming its social policy / welfare sectors should be understood as strategies adopted by the Chinese state to deepen the administrative reform and to reinvent its bureaucracy (Mok, 2004). The reforms and fundamental restructuring in education and health sectors conducted in mainland China are to reduce the financial burden of the state in education financing and provision. Even though there may have seen similar trends and patterns in the public policy and public management domain along the line of privatization, marketization, commodification and corporatization, governments in different parts of the globe use similar strategies to serve their own varying political purposes. Modern states may tactically make use of the globalization discourse to justify their own political agendas or legitimize their inaction (Cheung and Scott, 2003; Hallak, 2000; Mok, 2003). In the case of China, reforms and restructuring processes taking place in education and health sectors could have enhanced the state capacity rather than weakening the role of the Chinese state. It is particularly true when the Chinese government has chosen the role as regulator, enabler, and facilitator instead of heavily engaged in the role as provider and funder (Kooiman, 2000; OECD, 1995). In this regard, globalization could be conductive to reconfiguring modern states, driving modern governments to restructure their governance models and reform the ways they manage the public sector (Pierre, 2000; Pierre and Peters, 2000). These changes could also be seen as powerful forces for modern states to change their roles and reform their institutions in order to accommodate to the demands and pressures generated from the external environments.


Only when we place such restructuring experiences in China’s unique political cultural context and its broader decentralization in both political and economic realms, could we be able to have a better grasp of the tensions and dilemmas that China is now facing. On the one hand, the central government is keen to make use of the energies and potential unleashed from the socialist market. On the other hand, the socialist regime is worried that the state’s ability to exercise control over social and political scenes will be weakened during the same creative process of liberalization / decentralization. Similar to experiences elsewhere (like the U.K.) when strategies of deregulation, contracting-out, agencification and privatization have been introduced to reform the public sector (Hood, 1991; Bache, 2003), the reforms of which may not necessarily lead to the “hollowing out of the state” and weakening of the state capacity. In contrast, the introduction of new governance, particularly the diversification of non-state actors and proliferation of policy tools, may enable the state to retain and enhance policy control. As Pierre has rightly argued, “as the state’s traditional power bases seem to be losing much of their former strength, there has been a search for alternative strategies through which the state can articulate and pursue the collective interest without necessarily relying on coercive instruments” (2000, p.2). Having downloaded social policy / social welfare responsibilities to other non-state actors, the Chinese state now takes up the role as facilitator, enabler, policy coordinator and regulator. By performing such roles, the state can retain control over education and health policy without overburdening itself for resolving problems of provision and financing. At the same time, the Chinese government can streamline its bureaucracy and make its public administration much moiré responsive and appropriate to the changing socialist market economy. 

Conclusion


Analyzing transformations of education and health policy in China, we come to the conclusion that we should not discard the role of the state in determining policy options and we must be sensitive to the unique constitutional and institutional context in which the choice and the mix of policy instruments are determined. The Chinese government may well articulate its legitimate call for pressing forward with education and health restructuring with the justifications of globalization. The paradigm shift from the “interventionist state model” to the “accelerationist state model” may be interpreted as pragmatic and instrumental strategies adopted by the state to strengthen its capacity to deal with pressing demands for education and health care services rather than a genuine ideological shift from socialism to a philosophical commitment to the neo-liberalism values of the market economy. Most significant of all, the changing mode of the state, together with the changing mode of governance and policy trends and styles, has pointed out that the dichotomy between the market and the state is analytically problematic and practically unrealistic. The Chinese case has clearly demonstrated that the state may tactically make use of the market and other non-state actors / sectors as policy instruments to reduce the burden of the state in education and health financing and provision, the adoption of such policy tools may well strengthen state capacity. Thus, we must pay particular attention to the interactions, tensions and changing relationships between the state, the market, the society and other non-state sectors. The case study discussed above has shown how the Chinese government can reconstruct and restructure the way that education and health sectors is governed, the adoption of new governance strategies may make the state a more activist state rather than diminishing state capacity. Capitalizing the market economy to accelerate reforms and changes of the public sector, coupled with governing through governance, the Chinese state can achieve its policy goals more effectively and reinvent the public policy delivery more efficiently by searching additional resources and involving non-state actors in running the public sector.    
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� Part of the points outlined above are modified from So, 2003, 4; while some other points are developed by the author. 


� For “positive coordination”, it refers to an “attempt to maximize the overall effectiveness and efficiency of government policy by exploring and utilizing the joint strategy of options of several ministerial portfolios”; while for “negative coordination”, is designed to “ensure that any new policy initiative designed by a specialized sub-unit within the ministerial organization will not interfere with the established policies and interests of other ministerial units.” (Scharpf, 1994, pp.38-39)
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