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This article compares and contrasts Bo Xilai’s 2011 campaign for common prosperity in the city
of Chongqing with the revival of the slogan by PRC leader Xi Jinping in 2021. While the goals
of common prosperity as reducing inequality and equalizing services for rural and urban citizens
are similar across the two campaigns, the 2011 campaign was more ambitious in policymaking
and implementation. In 2021, Xi Jinping used common prosperity as a populist banner to
crackdown on private companies and economic elites. However, policies to address
redistribution and inequality were surprisingly sparse. Xi pushed a conservative agenda of
“bootstrapped” common prosperity, emphasizing hard work, self-reliance, and a limited role for
the government. In adopting Bo Xilai’s slogans but not his policies, Xi attempts to capitalize on a
populist message without adopting redistributive policies that require increased taxation and a
larger role for the central government in funding welfare gaps.!

“We regard the improvement of people's livelihood as both the purpose of development
and the driving force for development. Taking the road of "people's livelihood" and
chanting the “common prosperity” mantra, we have taken the initial steps to promote
"common prosperity." Today some people regard common prosperity only as the starting
point and destination of development, which I think is not enough. "Common prosperity"
is not only an ideal, but also a driving force; it is not only the "starting point" and the
"destination," but also runs through the whole process of development.”?

On July 25, 2011, Bo Xilai, the party secretary of Chongqing, China’s large provincial-
level city in the hills of the southwest, gave these remarks as part of a keynote speech to the
Chongqing Municipal Party Committee. From 2007, Bo ruled over Chongqing with brash moves
to crush organized crime and encourage propagation of “red culture” all over the city with
nostalgic singing of revolutionary songs. However, Bo’s last major policy splash was not the
famous “crushing of the black” (T 22) or “singing red songs” ("EZL); it was a spirited push for
common prosperity through significant policy changes to advance redistribution and the
equalization of benefits between Chongqing’s rural and urban citizens. All of this came crashing
down in early 2012, with the scintillating scandal of a British businessman dead in a Chongqing
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hotel; Bo’s wife, Gu Kailai, accused of drugging and killing him; and Bo’s police chief, Wang
Lijun, seeking refuge in the US Consulate in neighboring Chengdu to tell the whole story.?

Even just a month before the Wang Lijun Incident transpired, the front cover of the
People’s Daily trumpeted Bo Xilai’s common prosperity successes in Chongqing with its focus
on redistribution of income, equalization of social benefits between urban and rural citizens, and
a renewed reliance on the state sector and the government to spur development in Chongqing’s
rural hinterlands.* This was the “Chongging Model,” an attempt to find a “third way” between
China’s past experiments with Maoist socialism and its then current embrace of the global
capitalist economy. In addition to his popularity among the masses, Bo Xilai also enjoyed a brief
moment as the darling of Chinese and western academics who saw a true populist leader with
progressive policies to finally deal with China’s severe inequality and unending social unrest.’
While Bo’s push for common prosperity was short lived, it was intense. From late 2010 to his
arrest in March 2012, over 200 headlines in China’s major newspapers included “common
prosperity,” with a whopping 85% from the Chongqing Daily. Though intense, it has now been
erased from the PRC’s memory and from many of the records.® However, Bo Xilai’s common
prosperity campaign seems to be the unspoken inspiration for Xi Jinping’s own common
prosperity drive a full decade later.

There are three takeaways from the brief emergence and ultimately tragic fate of the
Chongqing campaign for common prosperity that help to understand and contextualize Xi
Jinping’s revival of common prosperity in 2021. First, the 2011 campaign is an important
reminder of how long China has struggled to articulate its future development goals and policies
and how long the CCP has struggled to balance growth with the equity to which socialism
aspires. Indeed, one of the most famous sayings of Deng Xiaoping advocating for greater
tolerance of inequality is itself a sentence calling for common prosperity as the end goal: “Some
areas and some people can get rich first, to drive and help other areas and other people to
gradually achieve common prosperity.”” Each generation of China’s leaders have struggled to
address the entire agenda set out by Deng Xiaoping, which is first growth and riches for a few,
then common prosperity for all. The current debates over how to achieve common prosperity are
part of a long-running intra-party debate that remains unsettled.

Second, a close comparison of the two common prosperity campaigns, a decade apart,
casts doubt on the novelty and even the importance of Xi’s big push in 2021 for his own
common prosperity campaign and his own model, situated in Zhejiang where he had ruled for
many years. While Xi Jinping’s 2021 attacks on private capital and tech entrepreneurs set off a
tizzy of speculation domestically and abroad, policies of redistribution and equalization of access
to social welfare have barely advanced under his rule. Even the modest policies of the Hu-Wen
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administration to address inequality have been weakened and marginalized under Xi Jinping. Xi
Jinping may have borrowed the populist slogan of common prosperity from Bo’s 2011
campaign, realizing that it might boost his popularity and support as it did Bo’s, but his approach
to common prosperity neglects redistribution while boosting state power.

Finally, the different goals of Xi and Bo are important in interpreting the 2021 campaign
accurately. Much of the initial coverage of the 2021 campaign focused on the possibility of
redistribution, even a return to Maoist-like egalitarianism.® However, Xi Jinping’s common
prosperity is not about redistribution; it envisions a much more conservative and individualist
“bootstrapped” common prosperity. Xi advocates to control “disorderly capital” while exhorting
Chinese middle- and lower-income groups to work hard and struggle on their own way to
common prosperity. Common prosperity was a convenient banner to advance his goal of further
securing the CCP’s dominance over the economy, but Xi clearly articulated opposition to
redistribution in favor of hard work, entrepreneurship, and self-reliance. In the debate over
whether policies should emphasize growth or redistribution, Xi has consistently come down on
the side of growth. During Xi’s campaign, moderate redistributive policies were cast as
dastardly attempts to beggar the rich and condemn China to the middle-income trap, welfarism,
and a culture of “lying flat” laziness while Xi embraced an ethos of self-sufficiency of both
nation and individual to lead China’s next development stage. Right-left dichotomies used in the
media were more confusing than helpful in placing Xi’s policies in a comparative context. Xi’s
economics are not neo-liberal because, like Bo Xilai, he favors the state sector as a vehicle for
the projection of the Party’s power domestically and China’s power internationally. However,
Xi’s approach to national greatness requires that both capital and labor are tamed and that
demands for redistribution are suppressed.’

The 2011 Campaign for Common Prosperity

Bo Xilai’s articulation of the Chongqing Model and its goal of common prosperity was
part of a roiling debate during the last years of the Hu-Wen Administration on the direction of
China’s economy.!® Guangdong Party Chief Wang Yang represented the alternative in the
“Guangdong Model” which doubled down on “reform and opening” by advocating for greater
liberalization of the private sector while also promoting technological upgrading and innovation
through openness to the outside world. After Party Secretary Hu Jintao referenced common
prosperity in his July 1st Speech marking the 90th anniversary of the CCP, the conflict between
Bo and Wang emerged as two competing models for China’s future, highlighting differences
between the paths of Chongqing and Guangdong and framed around the question of cake: Should
China focus on making the cake bigger? Or should China focus on dividing the cake more
equitably? Which development model would replace China’s old model based on cheap labor,
low end manufacturing, and international tolerance for large trade deficits, which was running
out of steam domestically while meeting increased resistance abroad.

Bo Xilai advocated for common prosperity through policies of redistribution and the
amplification of state power, to drive a new stage of development built on enhanced income and
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security of the lower and middle classes. Policies included the expansion of low-income housing,
land transfer policies for Chongqing rural citizens in exchange for urban hukou and employment,
and the use of state assets to fund social programs.!'! “Some people worry that seeking common
prosperity will delay development and maintain that we should first make a big cake and then
divide it. Actually, you not only can make a big cake and divide the cake well at the same time ,
but the more you divide the cake well, the bigger and faster you can make it.”!> Wang Yang and
his supporters argued that redistribution would kill growth, better to focus on growth at all costs.
Redistribution could wait. “Now social construction is placed in an important position, and
people's livelihood issues are especially emphasized. However, to make a big cake, economic
construction should still be the center. That is to say, dividing the cake is not the key task,
making the cake is.”!?

The debate between Bo and Wang was not only about economic models, but also was
fueled by the intense competition between these ambitious provincial leaders to advance to top
leadership positions as the 2012-13 succession grew close. The Hu-Wen administration (2003-
2013) itself had already championed many redistributive reforms, such as canceling the
agricultural tax, passing more protective labor legislation, expanding migrant workers’ access to
social insurance, and building a new system of pensions and medical insurance for rural
residents.'* They addressed urban poverty through the minimum income guarantee (dibao) and
established a new residential insurance system for informal urban workers, which included many
former SOE workers laid off during the 1998-2002 state sector restructuring.'> However, not all
were happy with the progressive direction taken by Hu-Wen; other reforms languished and many
foreign investors, reformist officials, and private entrepreneurs desired greater liberalization.
Wang Yang represented this more reformist and liberal approach to China’s future while Bo
represented a more state-centric and populist future. Bo Xilai’s charismatic personality and
populist speeches destabilized China’s elite political struggle at a critical and sensitive time. Bo
Xilai’s successes in Chongqing threatened the incoming heir apparent, Xi Jinping. The murder of
Neil Heywood and the sensational trials that followed transfixed the nation, but the scandal also
removed Bo as a potential challenger. As Xi Jinping took over the CCP leadership in fall 2012, it
appeared that the reformist agenda had won out. The 2011 Chongqing campaign for common
prosperity ended with Bo’s removal; his speeches and media mentions disappeared within China.

The 2021 Campaign for Common Prosperity
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Xi’s campaign for common prosperity first emerged in his speech to the Central
Committee for Financial and Economic Affairs in August 2021, though the policy measures
began earlier in late 2020 with the cancellation of Alibaba’s Ant Financial’s IPO followed by a
slew of regulatory restrictions and fines on big tech, including Meituan, Didi, and Tencent.!®
This was a moment during the Covid-19 Pandemic where Xi felt confident and secure in China’s
response to harshly control the domestic spread of the virus and to use lockdowns and mass
surveillance and testing as aggressively as needed to keep case counts low. By all appearances,
China had achieved what other countries had failed to do, giving its citizens a sense of normalcy
and security about public health. Xi’s interest in framing campaigns as part of a “system
competition” with the West also emerged in his August 2021 initial speech on the goals of
common prosperity:

At present, the problem of global income inequality is prominent. In some countries, the
rich and the poor are polarized and the middle-class collapses, leading to social fracture,
political polarization, and populism. The lessons are very profound. China must
resolutely prevent polarization, promote common prosperity, and achieve social
harmony.!”

Coming just one year before the 20th Party Congress where he sought a third term, a
populist turn was also politically advantageous as Xi could claim the moral high ground and
mass popularity, just as Bo had done in 2011. As with the 2011 Chongqing campaign, the
biggest target was inequality, including all the kinds of inequality that have dogged China during
the reform period: rural-urban inequality, migrant-local resident inequality, and regional
inequality. Controlling the “disorderly spread of capital” was another goal and closely linked to
the idea of reducing the widening gap between the ultra-rich and China’s lower income groups,
which still number in the hundreds of millions. Xi’s common prosperity also had moral and
spiritual aims - banning vices, such as some online gaming, while condemning laziness and
“welfarism.” Concrete goals included reductions in the Gini coefficient, reduction in the urban-
rural income gap, improved and more equitable access to public services, especially for rural
residents and migrant workers. Many of these goals were similar to goals in Bo Xilai’s
campaign.'8

In terms of action, however, the 2021 push for common prosperity was noticeably heavy
on crackdowns on capital and restrictions in the cultural realm. Policy changes to promote
redistribution were extremely limited or superficial. The reluctance to advance redistributive
reforms were not only expressed by key academics and officials, Xi Jinping constantly
articulated an approach that minimized redistributive reforms while pushing the expansion of
state control over the economy and crackdowns on elites, including tech icons, like Jack Ma, and
celebrities who overstepped their bounds. He pushed for individuals to struggle and work hard to
achieve bootstrapped common prosperity. Unlike Bo’s attention to policies that addressed lower
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income groups, Xi Jinping’s approach was to restrain and punish the elite, while pushing the
masses to do more to help themselves. In his August 2021 speech, Xi’s first principle to achieve
common prosperity was “encourage making wealth from hard work and innovation. A happy life
is achieved through hard work, and common prosperity is created through hard work and
wisdom.” The third principle is a resolute refusal to build a welfare state:

We should not bite off more than we can chew and make promises that we cannot keep.
The government cannot cover everything, and the focus is on strengthening fundamental,
inclusive, and basic living protection and efforts. Even if the level of development is
higher and the financial resources are stronger in the future, we still cannot set too high
goals and provide overprotection; we should resolutely prevent falling into a “welfare”
trap and raising idlers."

Following this focus on punishing the top while limiting help to the bottom, Xi’s
government unleashed a “regulatory storm” on tech firms to rein in monopolistic and anti-
competitive behavior, data insecurity, and other risks in overseas listings.? While many
governments have begun to regulate tech firms more heavily on these issues, China’s crackdown
was particularly abrupt and disruptive. Nearly $781 in valuation was wiped out within the course
of a few months.?! The government also pushed for greater “tertiary distribution” via corporate
philanthropy as a main mechanism to help lower income groups. Several famous firms gave
large donations to the government in what looked like coerced altruism. The long disappearance
of Jack Ma and his departure from leadership positions at Alibaba also pointed to a more
contentious and dangerous relationship between the party-state and private entrepreneurs. Many
other tech CEOs also left their posts, including leaders at Bytedance, JD.com, Pinduoduo, and
Ant Financial.

In other elite restrictions, Xi’s campaign also included new restrictions on celebrities and
fan culture, online gaming, and for-profit tutoring to both reduce the stress of parents and
children and to clean up the moral and spiritual media environment. While some policies were
welcomed by parents consumed with the rat race to advance their child’s education, these
crackdowns targeted the lives of China’s elite while doing very little to improve educational
access to kids at the bottom, especially in rural education. The new restrictions on celebrity
culture were like the attacks on tech entrepreneurs in that they further limited China’s social elite
from wielding popular influence and discourse power that might interfere with the Party’s
leading role.??

Zhejiang was designated as the Common Prosperity Demonstration Zone with Jiashan
County, across the border from Shanghai, as the designated model county, a province that Xi had
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served in and maintained strong connections to. In June 2021, the State Council signed off on an
extensive document that largely included exhortations and vague plans.?® As the fourth richest
provincial-level unit by GDP with a strong legacy of entrepreneurship and integration into global
supply chains, it’s unlikely that Zhejiang’s lessons will be applicable to many inland provinces
that lack those attributes. However, selecting Zhejiang as the model is also indicative of the
bootstrapping approach envisioned by Xi, particularly in contrast to Bo’s experiments in
Chongging.?* As the Party Secretary of Zhejiang, Yuan Jiajun, said in an internal speech on the
demonstration zone:

Common prosperity is the concentrated embodiment of the superiority of the socialist
system with Chinese characteristics, and it transcends western modernization and welfare
society; Common prosperity is differential prosperity based on universal prosperity. It is
not equal prosperity and simultaneous prosperity, let alone does it equalize wealth, killing
the rich to help the poor; Common prosperity is common prosperity based on high-
quality development. It is founded on the basis of making the “cake” bigger in order to
divide the “cake” well. It is the dialectical unity of efficiency and fairness, development
and sharing; Common prosperity is the common prosperity of co-construction, co-
governance and sharing. It can’t rely on the government doing everything, but it must
rely on the common efforts of all the people.”?*

During 2021, Xi’s campaign did encourage vigorous discussions on the redistributive
policies needed to reduce inequality, but none have been implemented. These include imposition
of a property tax, a more progressive personal income tax, an estate tax, and a capital gains tax.
A pilot property tax for Zhejiang was announced and then scaled back. Hukou reform has been
on the central agenda since 2004, with important liberalizing changes in smaller cities and towns
dwarfed by the continued difficulty of migrant workers’ access to quality public services in the
provincial cities and capitals that receive the largest number of rural migrants. Social insurance
changes to reduce inequality between rural and urban residents and informal and formal workers
has also progressed extremely slowly. Regional inequality in terms of pension payouts is
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growing, not shrinking.?® Finally, the 2021 crackdowns on “996” labor conditions in big tech and
the platform economy did not evolve into more protective laws and regulations for the fastest
expanding sector for urban employment, those informally employed in the digital economy.

In his December 2021 address to the Central Economic Work Conference, Xi’s second
major address on common prosperity further clarified the limited ambitions of the campaign. He
signaled some indecision on which policies would be adopted. “What should the path to common
prosperity look like? We are currently exploring this.” He also re-engaged with the “cake
debate” of Bo and Wang, very clearly coming down on Wang’s side of “growth first, redistribute
later,”

To achieve the goal of common prosperity, we must first make the “cake” bigger and
better through the joint efforts of the people of the whole country, and then correctly
handle the relationship between growth and distribution through reasonable institutional
arrangements, to divide the “cake” well.?’

By 2022, Xi’s campaign for common prosperity was overwhelmed by the rolling
lockdowns of major cities, especially Shanghai, the November anti-Zero Covid protests, and the
chaotic and rushed decision to re-open and abandon Zero Covid. The December 2022 Central
Economic Work Conference made no mention of common prosperity. Its media mentions
plummeted. Xi Jinping has continued to speak of “Chinese-style modernization™ as an alternative
to western capitalism with common prosperity mentioned in passing. Compared to past leaders’
reluctance to tout a “China model” of development, Xi Jinping is confident that Chinese-style
modernization is an alternative to westernization that other countries can learn from and adopt.
However, at this point, the key elements, institutions, and policies of Chinese-style
modernization are only vaguely defined. The reforms put forth to reach common prosperity
during the 2011 and 2021 campaigns, such as social security reform, equalization of public
services, and tax reform, are the tried-and-true mechanisms of redistribution adopted by
advanced industrialized nations. Xi’s anti-welfare state rhetoric seemingly rejects these policies.
If China’s future modernization is diverging from this model, it remains unclear what will
replace these tools for redistribution.

Whither Common Prosperity?

While the 2011 and 2022 shared similar narratives and both aspired to increase state
power over the economy, the 2022 campaign did not match Bo’s campaign in terms of policy
implementation. Xi Jinping’s failure to advance more substantial reforms to advance common
prosperity is not a sign of weakness. It’s more likely that his campaign had different motivations
and that the call for common prosperity was a convenient populist banner to advance his
crackdown on the private sector. As economist Barry Naughton wryly noted on the 2021
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campaign, “rather than being a left turn, “common prosperity” is a substitute for genuinely
redistributive policies.”?®

The redistributive reforms most badly needed to address China’s inequalities are three
important and interrelated reforms: tax reform, changes to central-local fiscal relations, and
abolishment of the household registration system and equalization of public services between
rural and urban residents. Each area of reform is itself extremely complex and multi-faceted;
however, they are linked together in a straightforward way. Tax reform, both new taxes and a
more progressive tax system, would increase the government’s revenue so that it can fund
redistributive policies. Central-local fiscal reforms would grant local government’s more tax
revenue to fund its social and educational mandates while also strengthening the central
government’s role in funding welfare gaps between rich and poor localities. Household
registration (hukou) reforms and equalization of public services would improve rural citizens and
migrant workers’ access to education and health care, so that they can attain better education and
skills, achieve higher earnings, and mitigate risks of illness or aging with more generous social
policy.

The 2021 campaign for common prosperity did give academics and officials an
opportunity to discuss and debate these policy changes to advance common prosperity. As with
2011, a left/right schism opened up with some advocating, as Bo did, that redistribution is a
necessary step to realize growth, to avoid the middle-income trap, and to move China to a new
model of development built on an educated workforce and innovation. However, much of the
commentary echoed the conservative “bootstrapping” approach to common prosperity in Xi
Jinping’s official narrative. Yao Yang, Dean of Peking University’s School of National
Development, noted in an interview that a property tax was necessary to implement, as land sales
have dried up as a source of local government revenue. However, he argued against a wealth
(inheritance) tax as against China’s family-centric culture. Yao emphasized the drastic
differences in educational opportunities between rural and urban families and advocated for more
investment in rural education. But he also noted that “the most fundamental way to achieve
common prosperity is to improve the productive capacity of all people; that is to say, should you
give a man a fish or teach a man to fish; do you give him a fishing pole or do you give him the
fish directly.”?

Other market-oriented economists, including PKU’s Zhang Weiying, gave ominous
warnings about new government interventions in the name of common prosperity, noting that “if
we strengthen our confidence in the market economy and continue to promote market-oriented
reforms, China will move towards common prosperity. If we lose faith in the market and

introduce more and more government intervention, China can only go to common poverty.”*°
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Former Finance Minister and well-known reformist official, Lou Jiwei struck a more
moderate tone in a recent speech, calling for the imposition of a property tax, but noting also that
even a property tax is difficult to implement without changes to land ownership policies.
However, Lou also warned that building a too extensive welfare state would lead to the middle-
income trap and a future like Latin America.’! As the leading architect reforming China’s
fragmented and underfunded pension system, Lou has moved to centralize the pooling of pension
funds at the provincial level and increase the central government’s role in transfers between
regions.3? These reforms, begun in 2018, have proceeded slowly, however. On the side of more
redistribution, more quickly, Cai Fang, a well-respected labor economist, advocated for deep
reform of the household registration system. Echoing Bo Xilai’s position that redistribution is
necessary for growth, Cai wrote that “when the speed at which the pie expands slows down, it
becomes more important to divide the pie correctly.”3

Resistance to these reforms is not blocked by vested interests that Xi cannot defeat. Xi
himself resists these reforms, fearing that they will over commit the central government while
raising the expectations of citizens’ ever higher. The conservative narratives of many mainstream
economists to not overstretch, to prevent idleness and lying flat, to avoid direct taxation of most
households and families echo Xi Jinping’s own speeches and his resistance to building a modern
welfare state. As Xi noted in December 2021, [to] promote common prosperity, we must not
engage in “welfare.” Some Latin American countries in the past have engaged in populism, and
welfare in these countries has raised a group of “lazy people” with unearned incomes.”*

Even without this clear ideological direction of Xi away from the welfare state, there are
other major changes from 2011 in China’s domestic situation, leadership dynamics, and
geopolitical environment that make the shift to redistribution more urgent, but also more
difficult. Domestically, the Chinese economy has further slowed from its roaring pace in 2011,
halving to about 7% at the beginning of Xi’s rule and almost halved again during the Covid-19
Pandemic, with China’s draconian lockdowns and Zero Covid Policy. Youth unemployment and
local government debt levels are high with the prospects for construction and real estate
returning as an engine of growth unlikely (and unwise since it will fuel more debt.) Xi Jinping’s
rule has been consolidated, with the 2022 Party Congress giving him a third term in office and a
Politburo Standing Committee stacked with his loyalists. But there is much less open debate and
experimentation across different regions, which bodes poorly for implementing difficult new
reforms in an experimental and gradual way that risks mistakes as well as success. China’s
population structure continues to deteriorate with the overall population now in decline. The
2016 abolition of the one child policy and new policies to encourage births have not yet
succeeded in increasing the birth rate. Rapid aging puts more pressure on the pension system.
Finally, the external environment has utterly changed. US-China Relations are in the worst state

31 “China: Fiscal Policies for the New Era - Keynote Speech by Mr. Lou Jiwei.” YouTube. East Asian Institute,
National University of Singapore, January 13, 2023. https://www.youtube.com/watch?v=-UGSFIfI0mE.

32 “Labor and Welfare Policy Reform - the China Dashboard Winter 2021 - Asia Society Policy Institute and
Rhodium Group, 2021. https://chinadashboard.gist.asiasociety.org/china-dashboard/page/labor.

33 2511 (Cai Fang) (2023). "The Household Registration System Is a Major Challenge in Crossing Over the Middle-

income Trap [/~ F& fil] B 2 56k N FE BIF I B KBk R Interpret: China, Original work published June 19,

2020. https://interpret.csis.org/translations/the-household-registration-system-is-a-major-challenge-in-crossing-over-

the-middle-income-trap/

3% Xi Jinping, (2022). The Correct Understanding of Major Theoretical and Practical Problems of China’s

Development [ 1EAfIA R AIFEH2 3 A i 55K EE 8 A1 52 7] @], Interpret: China (Original work published 2022).
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since normalization in 1979 and the US is on a path to further decouple key parts of its economy
from dependence on China.

The moderate reforms debated in 2021, such as implementing tax reform, increasing
investment in rural education, and reducing barriers to labor mobility, are not new or radical.
Progress since Xi took office has been astonishingly slow. In their 2021 evaluation of China’s
reform performance since 2013, Rhodium Group notes:

[a]mong the ten reform areas tracked in the China Dashboard, labor reform has
regressed the most. The 2013 Third Plenum covered a wide range of labor issues with a
focus on letting workers share in China’s economic growth, but the gap between wage
and GDP growth is larger than ever. The government promised to end job discrimination
and improve social welfare. And yet, migrant workers still experience slower wage
growth, and government spending on social welfare as a percentage of GDP has declined
from 2015 levels. Beijing has come up short of the ambitions set out at the start of the Xi
years.

Failure to make progress on redistributive reforms now will further complicate China’s
recovery from three years of Zero Covid. Real estate and construction can no longer serve as
engines of growth. Boosting consumption and spending by households requires that labor
income grows as a proportion of GDP. Aging migrant workers, who now make up a large part of
China’s manufacturing workforce, will need greater protections and retraining opportunities as
automation continues apace. Rural children and the children of migrant workers need better
access to education and basic health care, or they risk being left even further behind.

The political risks of redistribution have also worsened since Bo Xilai’s experiments in
Chongqing. Each reform area - tax reform, central-local fiscal reform, and household registration
reform - require changes potentially destabilizing to social stability. If a property tax goes
forward, how will Chinese citizens react to direct and continuous taxation on their major source
of wealth? If local governments are permitted to retain the new revenue from a property tax, how
will local government officials be incentivized to use the new revenue for social development,
such as investments in education, health care, and low-income housing? If urban public services
are open to migrant workers and their families, how will urban families react to increased
competition for scarce resources, such as education, health care, and public space? Each of these
reforms pose new challenges to how the central government relates to its officials on the ground
and how it manages tensions between social groups.

“Dividing the cake” will be all the harder with slow growth. In retrospect, Bo Xilai’s
common prosperity campaign was a lost opportunity for China to experiment with significant
reforms to taxation, land use policies, housing, and hukou. Bo was no democrat or liberalizing
reformer. He raised the ire of liberal academics and lawyers troubled at his abuse of the legal
system and his disregard for rule of law. But had the Heywood murder not occurred, had a still
popular Bo Xilai earned a promotion and a seat on the Politburo Standing Committee in 2012,
it’s possible that competition between the Chongqing model and the Guangdong model could
have pushed forward greater experimentation with fundamental reforms that remain unfinished
today.
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