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Abstract

This paper proposes a property transformation perspective to examine the mechanisms of
wealth accumul ation and wealthinequality creation during Chinaspost-1978 transfor mation.
It examines how enterprise ownership restructuring, marketization and state politics have
resulted in greater wealth inequality between cadres and ordinary workers, between public
sectorg/organizations and private sectors/organizations. Mainly drawing on data fromthe
Chinese Household Income Project conducted in 1995 and 2002, wefind that the property
transformation process has created greater wealth disparity among different occupational
groups and among those working in different work organizations since the mid-1990s.
However, it is inconclusive whether non-housing wealth or total household wealth are
increasing at the same pace across different occupations and work organizationswith the
growing market penetration and the spread of privatization.
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I. Introduction

For three decades, Chinahas been undergoing a great transformation, from a planned to
market-oriented economy. Today market coordination plays a dominant role in resource
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allocation in ailmast all sectors of the Chinese economy. This has been reflected in the small
percentage of transactions conducted at the state-guided or state-fixed price for producer
goods, retail sales and farm commodities since the middle of the 1990s (Dougherty et al .,
2007). Thesuccessful economictransformation hasfacilitated remarkabl eeconomic growth
and expanded China’snational wealth.

Marketization of the economy has been accompanied by the attenuation of public
property rights and a burgeoning private sector. In 2007, the private sector contributed
66 percent of China’s GDP and 71 percent of China’stax revenue (Chen and Dickson,
2008). In 2003, asurvey of aquarter of amillion industrial companiesrevealed that more
than half of the firms’ val ue added was from the private sector (Dougherty et al., 2007).

Therapid growth of China’s national wealth and the private sector begsthe question:
I's private wealth equally distributed across different social and economic sectors,
organizations and households?A host of studies have shown that China was once among
the most equitable countriesin regards to income distribution, but now displays one of the
highest level sof incomeinequality (Rozelle, 1994; Riskin et al., 2001). Other studies (Meng,
2007; Li and Zhao, 2009) aso find that private wealth disparity has been increasing since
the post-1978 reform. Income growth from property holdings such as houses, savings,
stocks and bonds has surpassed that from disposable income (Zhou, 2008).

This calls attention to the need to study private wealth accumulation and wesalth
inequality during the post-1978 transformation in China. How hasformerly public property
been reallocated, reorganized and reevaluated in the market economy? How has wealth
disparity across different sectors, organizations and households been created during the
post-1978 transformation? A puzzling but related research question thus arises: Isthe
wealth inequality between different households, organizations and sectors a result of
mar ketization, property rights restructuring, or both?

These questions speak to alarge body of market transition literature on therelationship
between the economic transformation and changing mechanisms of socioeconomic
gratificationin China

Il. Theory and Hypothesis

1. Literature Review and Critique
Theliteratureon China’seconomictransformation and itsimplicationsfor the socioeconomic
stratification of different social groups in China can be categorized into three main
perspectives.
Thefirst perspective seesthistransformation asa “market transition” in which market
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coordination increasingly replaces socialist stateredistribution in resource allocation. This
perspective viewsthe capitalist market economy asthedestination of China’stransformation
(Nee, 1989, 1991, 1996). Thisview suggeststhat amarket transition brings about arelative
declinein palitical elites’ power and accompanying economic advantage because markets
provide new bases of power, incentives and opportunities for direct producers and
entrepreneurs, who are disadvantaged in the socialist redistributive system.

The second perspective places the state and changesin property rights at the center
of the transformation, viewing the transformation as a process of reassigning (Walder,
1994) and recombining property rights (Stark, 1996; Stark and Bruszt, 1998) by the state.*
Therefore, the impact of the market depends on the ways public assets are allocated, the
characterigics of the assets (e.g. liquid versusfixed) and the organizationa structure of the
economy (Walder, 1996, 2003, 2008). Cadres may deriverelatively greater incomesfromthe
reallocation of public assets (e.g. land and factories) due to their increasing control over
those assets.

Thethird perspective conceives of the transformation as adual transformation (Parish
and Michelson, 1996), a co-evolution (Zhou, 2000) or an interactive process (Bian and
Zhang, 2002) of market and state palitics. This perspectiveemphasizestheimportant effects
of political policies and market reform and their joint effect on income stratification.
According to this perspective, cadres’ power and economic advantages may not decline
because they are holding strategic positions (Bian and Logan, 1996), which enable them to
better protect their vested interests (Zhou, 2000) or to convert their political capital and
connectionsto economic benefit during the market transformation (Rona-Tas, 1994).

Market-centered theory, property rights-centered analysis and the politics-market
interaction approach have all shed light on the changing mechanisms of socioeconomic
dtratification in trandgtional China. However, from the perspective of wealth accumulation
and wealth inequality in atransitional economy, the literature isinsufficient in several
respects.

First, the economic transformation in Chinahas been multidimens onal and consists of
anumber of interrdlated ingtitutional changes: marketization, changesin economic structure,
property rightsand state policies (Szelenyi and Kostello, 1996; Walder, 1996; Zhou, 2000;
Bian and Zhang, 2002; Nee and Opper, 2007), aswell asreformsof regul ationsand the legal
system (Wu, 2007). The existing published literature often highlights one side of the

1 Nee and Opper’s (2007) recent work also recognizes the importance of the state and property rights
during the post-1978 transformation, but their predictions for the role of the state and property rights
transformation pose apparent contrasts with those of state-centered analysts. See Keister (2009) for an
extensive discussion.
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transformation process while overlooking others. The market transition framework
overemphasizes the sweeping force of market coordination over resource digtribution. The
property rights-centered approach is restricted to the opportunities from ownership
restructuring, and the politics-market interaction perspective omitsthe effect of changesin
property rights. Although some have explicitly teased out the importance of marketization,
property rightsreallocation and state policies on gratification (Nee and Cao, 1999; Zhou,
2000; Bian and Zhang, 2002; Walder, 2008), the changesin thefirst two economicingtitutions
and gate politics have not been explicitly incorporated into theoretical or empirical analysis
at the same time to explain China’s dramatically changing socioeconomic stratification.
However, it is difficult to reach a good understanding of wealth accumulation and wesalth
inequality without a substantive, S multaneous analysis of these two institutional changes
and state politics. Despite small changes in the basic political structure since the onset of
economic reforms, marketization and ownership restructuring, in combination with state
palitics, have dramatically reshaped China’s economy and private wealth disparity. On the
onehand, if al property remained public asin the Mao era, private wealth accumulation and
wealth inequality would have been impossible. Ownership restructuring and privatization
have offered Chinese citizensin the post-1978 period | egitimate opportunitiesfor acquiring
private wealth. On the other hand, the value of private assets and stocks is meaningless
without the presence of relevant markets (e.g. housing, land and financial markets). Markets
provide property owners places to trade different types of assets and generate new wealth.
Ultimately, privatization and marketization are not self-regulated. They must be carried out
by the state, whether or not the palitical institutions of the state have been restructured.
Therefore, the effects of privatization and market devel opment on socioeconomic
stratification depend al so on state politics and how reform policies are implemented.
Second, most studies almost excl usively examine changesin household or individual
income opportunities during the marketization or property rights reform (or they do not
digtinguish between income and wealth at all). The market transition perspective focuses
on how emerging production and labor markets change the way different social groups
earn income. However, according to property rights-centered and politics-market
approaches, property rightsreall ocation, state politics and marketization offer cadres more
income or rent-seeking opportunities. Despite variations among the three perspectives
outlined above, they share the same mechanism for wealth accumul ation and the creation
of wedlth inequality: private wealth and wealth inequality are generated through income
accumul ation due to the growth of production and labor markets and changesin property
rights. Hence, we characterize the existing literature on wealth generation and wealth
inequality as taking an income generating perspective. This approach essentially equates
income generation with wealth accumulation and is, hence, inadequate because income
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accumulation isjust one avenuetoward wealth.2 This approach largely ignoresother possible
trajectories of wealth accumulation: transforming public assetsto private with property
rightsrestructuring (gaizhi) and privatization, aswill be e aborated bel ow.

Third, most market transition literature does not distinguish the effects of different
types of marketson different social groups and work organizations/sectors. The post-1978
transformation entails the emergence of new types of markets and occupations, new
organizationa formsand new economic sectors. Theexisting literatureoften failstoscrutinize
the consequences of the emergence of new markets, such as the land market, the housing
market and the financial market in China since the mid-1990s, which may have different
impacts on soci oeconomic stratification than production and labor markets.

2. AProperty Transformation Perspective
Building upon the existing published literature, this paper looks at the post-1978
transformation and weal th inequality from a property transformation perspective. This
perspective assertsthat in atrandtional post-1978 economy, the coreingtitutional changes
that significantly affect wealth stratification are property rights restructuring and
marketization. Post-1978 transformation is a process of property transformation and
marketization that creates greater wealth stratification among different households in
different organizations and sectors. Focusing on how public assets are reall ocated,
reorganized and reeval uated rather than how incomeisgenerated and accumul ated, property
transformation involvesthreeinterrelated processes. Firg isthe processwhereby increasing
amounts of public assets are transferred from the state to individual households through
ownership restructuring. This has been taking place through two main channels: urban
housing privatization and property rights restructuring of public enterprises. The pace and
methods of assets transfer vary greatly with local conditions. However, the trend toward
more private holdingsis clear. Second is the process in which former state assets are
reorganized into different sectors in the new market economy. By consolidating state
control over afew palitically and economically strategic sectors and delegating relatively
peripheral sectorstothemarket, thisreconsolidation iscompleted via several administrative
methods: protecting the sate monopoly over a number of core sectorsthrough state laws,
regulations and policies, withdrawing state control from some uncritical sectors (such as
unprofitable small size manufacturing industries), and privatizing some formerly state-

2 Income and wealth are usually positively correlated in that the proceeds of higher income can be saved,
generating wealth, and wealth can be invested to yield more income. However, the association between
the two is not that strong. An analysis of the Chinese Household Income Project 1995 and 2002 urban
data reveals that the correlation between household income and net household wealth was approximately
0.4 in both years.
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provided services within work organizations (e.g. housing, dining, education, health care,
pensions, entertainment services and facilities). Third isthe processin which state assets
are revaluated within the newly devel oped markets (e.g. the land, housing and financial
markets). This contrasts with the planned economy, which evaluates state assets using
non-market methods.® In these new markets, the prices of various public assets are re-assessed
largely through the equilibrium of supply and demand. With marketization, new valuesare
assigned to former public assets.

Unlike the market transition perspective and property rights perspective, our
perspective treats ownership transformation and the emergence of markets as equally
important for understanding wealth disparity. We argue that both institutions have
separate as well asinteractive effects on wealth distribution. Furthermore, we examine
what type of state assets are being transferred and evaluated under what type of
marketization, and how wealth inequality across different households, organizations and
sectors is generated. There are two main components to the property transformation
sincethe 1980s. Thefirst ishousing privatization and the second is state-owned enterprise
restructuring and privatization. The former coincided with the emergence of a housing
market, and thelatter with therise of afinancial market. Since themid-1990s, accd eration
in the rates of urban housing privatization and public enterprise ownership restructuring
has offered different social groups various opportunitiesto seize a great deal of former
publicly-owned property. Meanwhile, the development of land, housing and financial
markets has greatly appreci ated the val ues of these former public assets. Urban housing,
land userights, and other state-owned or state-controlled assets have become valuable
where market demand ishigh and whererelevant markets have experienced rapid growth.
Once formerly state/coll ective-owned assets could be sold or transferred through a market,
the potential was generated for wealth disparity among different householdsin different
organizations and sectors because these entities, depending on their positionsin the
political and administrative hierarchy, have had unequal defacto property rightsto these
public assets prior to and during the property transformation.

Because how housi ng privatization and marketization havetrand ated to greater wealth
inequality between different occupational groupsand organizations has been examined in
other gudies(Heand Xia, 2012), in the present paper, we focus on how enterprise ownership
restructuring and marketization contribute to the greater non-housing and total household

3In a socialist planned economy, a good deal of production assets is not evaluated in money terms, and
their prices are set by the state bureaucracy rather than by the market. It isin this sense that the well-
known Hungary economist Kornai (1992, p. 131) discusses the classical socialism “a semimonetized
system” in which “the role of prices is far narrower and more restricted than it is under capitalism.”
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wealth disparity between different occupational groups, sectors and work organizations
over time.

3. Enterprise Restructuring, Marketization and Wealth Inequality in Two Phases
Ownership reform and marketization have been two institutional forces shaping China’s
economic landscape up to today. Early ownership reform was inaugurated in rural China
at the end of the 1970s. First, some property rights pertaining to land and labor were
returned to the households and individuals. The Household Responsibility System
guarantees farmers the use rights of the land and ownership of products after turning in
alimited quotato the state and collective. Similarly, in theindustrial sectors, farmersor
urban residents can contract or lease small public enterprises, making private profits for
themselves under a profit-sharing agreement with the state/collective. Second, farmers
and urban citizens reclaimed the property rights to their own labor. Private businesses
areallowed in alimited size, and ownersretain all after-tax income. Thistype of property
rightsreass gnment and marketization isacritical changein the relationship between the
state and householdg/individuals. Along with the land use and labor rights changes,
another type of property rights change occurred at the government level. The fiscal
reform since the 1980s consisted of thereallocation of state revenues from various sources
between the central government and local governments. Local governments haveto rely
on themselves for administrative finances but can retain most revenue under the name of
“extra-budgetary revenue” within their jurisdictions (Oi, 1999).

This property rights reassignment and production/labor marketization occurred
mainly in the 1980s. It created prosperous private sectors (particularly in the service
and commercial sectors) and greater wealth discrepancies. However, the scal e of this
kind of reform in the 1980s in urban China was very small. The palitical atmosphere
toward the private sectors was cautious and ambivalent. They were tightly curbed in
certain industriesand limited in size. There waslimited asset transfer during this period
because most public assets were contracted rather than sold to individual actors, and
public ownership of state-owned enterprises (SOEs) and township and village
enterprises (TVESs) was mostly maintained. Wealth accumulation was mainly based on
income generation and accumul ation from the newly-devel oped production and labor
markets.

Theinitial reform in the 1980sed to afast take-off of the Chinese economy, especially
intherural areas. However, from the mid-1990s, problemswerefaced in the devel opment
of TVEsand SOEs, with theincreasing load of firm operations (Kung, 1999) and excess
working labor, intensifying market competition due to the entry of new private firms
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Table 1. Percentage of Industrial Output by Different Ownership

1978 1988 1995
State-owned enterprises 78 57 34
Collective enterprises (including township and village enterprises) 22 36 37
Private and individua 0 4 13
Foreign enterprises (including 0 3 12

Hong Kong/Taiwan/M acau-invested)
Source: NBS (1989, 1999).

Table 2. Percentage of Industrial Output by Different Ownership
of Chinese Enterprises (Annua Output Value over 5 Million)

1999 2002
State-owned or controlled corporations 49 41
Collective enterprises (including township and village enterprises) 17 9
Private and individual 4 12
Foreign enterprises (including 26 29

Hong Kong/Taiwan/Macau-invested)

Joint-stock corporations 22 35
(share-cooperative (gufenhezuo)) 4) ®3)
(joint-cooperative (lianying)) @ @)
(limited ligbility (youxi anzeren)) (10) (18
(share-holding (gufenyouxian)) @ (13)

Source: NBS (2001, 2003).

since the 1980s, and harder access to production capital, such asbank loans and credit
(Oi, 1999). To escape these predicaments, the central government took painsto divorce
the operation of state/collective enterprises from the government bureaucracy by
restructuring the ownership rights of public enterprises (gaizhi). Although the pace and
forms of enterprise ownership restructuring varied over regions and industries due to
different congtraints and incentivesfor variouslocal governments (Liu et al., 2006), most
medium and small-sized SOEsand TVEshad been partially or fully restructured or privatized
in arelatively short time by the end of the 1990s (Oi and Walder, 1999; Garnaut et al.,
2006). Sole stateor collective ownership has been transformed into increasingly vari egated
and complex ownership structures. Over the past decade, property rights restructuring
has catalyzed the development of a burgeoning and power-gaining private sector
(Tables1 and 2).
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Simultaneoudly, the devel opment of a financial market isanother way of helping large
SOEs ecape financial distressand rai se morefunds.* China’sfinancial markets gestated in
the 1980s before officially debuting in the early 1990swhen the Shenzhen Stock Exchange
was established.

The market-centered perspective asserts that political officials’ private economic
advantages and power should beundermined if marketsfunction asan alternative mechanism
of distributing goods and services to the socialist redistributive mechanism exercised by
the state and itsagents (i.e. cadres) and if ordinary workers/farmersare permitted to pursue
entrepreneurial, market-oriented activities(Nee, 1989, 1991, 1992).

Nevertheless, government and cadres’ activerolein steering the direction of thelocal
economy isnot hard to detect because reforms of ownership structure and marketization
haveto be orchestrated and carried out by incumbent political institutions and bureaucrats
through state laws, regulations and palicies.

What is unique about China’s economic reformisthat local governments are the key
playersin SOE restructuring and privatization. Unliketheir counterpartsin theformer Soviet
Union or Eastern European countries, China’s SOEs have mostly been deployed into the
hands of local governments at the provincial, municipal and county leve; only a few large
size SOEs are directly run and supervised by the central state.’

These institutional changes offer the incumbents more latitude for economic gain.
Thisiswhat Alexeev (1999) called the“incumbency advantage” during Russia’s privati zation.
Firgt, cadres, especially managersin public enterprises, are most likely to obtain ownership
of SMEs and accumul ate wealth during property rightsreform (Oi and Walder, 1999). Asa
matter of fact, since the mid-1990s, manager buy-out has become the main channel of
restructuring and privatizing public enterprises. Managers, not workers, are often given
the most shares during the ownership restructuring. It isalso common for governmentsto
transfer state assets to managers at discounted pricesin exchange for an agreement to
minimize lay-offs and also to encourage the managers’ participation in the restructuring
process (Garnaut et al., 2006).

Second, governments, especially those at the local level, continue to participate in
economic activities, toa s gnificant degree (Walder, 1995; Guo, 1999). Thisis because many
resources and large state-owned corporations are ill at the disposal of governments. For

4From the property-rights centered perspective, this is also a way of transferring the government’s
income rights to SOEs in exchange for more funds.

5There are only 117 such enterprises listed by the State-owned Assets Supervision and Administration
Commission of the State Council. See http://www.sasac.gov.cn/n1180/n1226/n2425/index.html, accessed
on 19 July 2012.
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example, the land is owned and controlled by the state. With marketization and
indudtrialization, thevalue of theland has been growing rapidly, especialy in thedevel oping
regions. As the real estate industry has boomed, the land-related transactions and
management fees have constituted a major source of revenue for local governments (Ji,
2008). In addition, many critical production factors, such as electricity, water, sted,
transportation and telecommunication, are monopolized by publicly-owned enterprises
(Sargeson and Zhang, 1999). In addition, the governments can effectively control the
access to certain bus nesses through licenses, certification and bank loans, aswel astariff
maneuvers.

In sum, China’srestructuring and privatization of publicfirmsand marketization isalso
aprocess of reconsolidating public assets. It has caused agrowing wealth disparity between
public sectors and private sectors, and between political cadresmanagers and ordinary
workers, particularly sncethe mid-1990s. Cadres and those working in the public sectors
have had opportunities to acquire public assets during the property transformation. The
immediateinflation of their household/individual wealth, to a great extent, was from the
appreciation of transformed state-owned assets as the real estate and financial markets
developed from the mid-1990s. Therefore, we propose:

Hypothesis 1. From the 1990s to the 2000s, the household weal th advantages for
those working in state-owned organizations and for cadre households was increasing
over time relative to ordinary households and those working in privately-owned
organizations.

However, from the point of view of the market-centered theory, ordinary workers
who accumulated significant wealth (e.g. successful ordinary entrepreneurs) from the
private sectorsin the 1980s could al so have greater wealth opportunities with the newly
developing markets (e.g. thereal estate market and thefinancial market), which virtually
did not exist in the 1980s. The devel oping new markets promote athriving private sector
that is, to agreat extent, out of direct state control. An alternative hypothesis could be
derived as follows:

Hypothesis 2. From the 1990s to the 2000s, the household weal th advantages for
those working in state-owned work organizations and for cadre households were
decreasing over time as the new markets devel oped relative to those working in privately-
owned organizations, and ordinary households (including entrepreneur households).

4. Wealth Stratification by Differentiated Occupations,
Marketization and Privatization
Most existing published studies view cadres and entrepreneurs as unitary groups
assuming similar positions and power over state assets during the transformation. We
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argue that these groups will become increasingly differentiated as the opportunity
structure of economic gains diversifies with the post-1978 transformation. Because
economic managers are those who are directly dealing with the day-to-day routines of
enterprise activities and who know the enterprises best, we observe that managers
have greater opportunitiesto obtai n state-owned assets compared with political officials.
Three types of managers emerged during the property transformation. The first are
thosewho arein charge of large-size SOEsin strategic sectors that have not undergone
ownership reform. These managers foll ow directives from their state superiors. They
are still evaluated and rewarded in the same manners as political bureaucrats. The
second type of manager includes those whose enterprises have already been
restructured but remain under state ownership. Their opportunities to benefit from the
ownership restructuring are greater, we would predict, because restructuring could not
proceed smoothly without managers’ cooperative participation (Liu et al., 2006). The
third type of managers should be called entrepreneurs (we call them ex-cadre
entrepreneurs). They have obtained the controlling ownership of some former SOEs
during the restructuring or privatization process. Although they have to run these
enterprises without the support of the state, they should be distinguished from private
entrepreneurs who start their businesses from scratch. Compared with those grass-
roots entrepreneurs, entrepreneurs with cadre backgrounds should have wealth
advantages because they are poised to respond to policy changes faster, have better
connections with former political officials, and have higher human capital (Rona-Tas,
1994; Choi and Zhou, 2001). Therefore, we thesize that in the 2000s:

Hypothesis 3a. Total household wealth is greater for managers than for political
cadres.

Hypothesis 3b. Managers in the restructured state-owned work organizations have
greater total household wealth than those in the non-restructured state-owned work
organizations.

Hypothesis 3c. New entrepreneurs with cadre background have greater total
household wealth than those without any cadre background.

In addition, we argue in the beginning that marketization and privatization, in
combination with state politics, exert significant effects on wealth stratification. Although
the sluggish growth of China’sfinancial markets prevents most Chinese enterprises from
raisng more funds, the financial market has become an increasingly important source of
new wealth for a myriad of organizations, agencies and individuals. The devel opment of
thefinancial market aswell asthereal estate market has added new valueto former public
assets.

However, the effect of enterprise privatization on wealth accumulation for different

©2012 The Authors
China & World Economy ©2012 Institute of World Economics and Politics, Chinese Academy of Social Sciences

47



48

Xiaobin He, Zhuo Huang /37-62, Vol. 20, No. 5, 2012

occupations might be different than that of marketization. Within the samelevel of market
devd opment, the greater the extent of privatization in aformerly state-dominated sector,
theless control the state has over resource all ocation. This decreased the weal th advantages
of lower tier cadres and government officials. Therefore, we hypothesi ze that in the 2000s:

Hypothesis4. The effect of enterprise privatization isdistinct fromthat of the financial
market on household weal th.

lll. Data, Measures and Models

1. Data

Two survey datasets, the Chinese Household 1ncome Project conducted in 1995 and
2002 (CHIP 1995 and 2002 hereafter) in urban China, are used for this paper. Surveys
were all conducted by the Economic Institute of the Chinese Social Science Academy,
in collaboration with some foreign researchers. These surveys carefully asked about
itemized household assets, such as housing assets, financial assets, fixed productive
assets and durabl e goods, for each sampled household. Because the | arge-scal e property
transformation did not take place until the mid-1990s, thesetwo datasets are appropriate
for examining the wealth changes prior to and after the mid-1990s. To our knowledge, of
all the public sources, these datasets are the best for studying household wealth in
urban China. Many a published work has employed these datasets (Khan et al., 1992;
McKinley, 1996; Riskin et al., 2001; Meng, 2007; Li and Zhao, 2009).

To capturetheregional variationsin marketizati on across cities, we coll ected aggregate
local gatisticson the development levd of the housing and financial marketsfor each city/
county from the 2003 provincial yearbooks (about 77 in total), and then merged this
information with theindividual level CHIP 2002 data above.

2. Measures
To save space, we summarize the measures of all thevariablesin Table 3.

3. Models
We use ordinary linear regressions to model the logarithm of non-housing wesalth and total
household wealth:®

8 To include the cases with zero non-housing wealth, we actually add 1 to non-housing wealth for all the
cases, and then take the logarithm of the new value. The same procedures were applied for total
household wealth.
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Table 3. Measures of al the Variables Used in the Empirical Models

Variables

Descriptions

Dependent variables

Non-housing weelth

Tota household weelth

Independent variables

Cadres (political cadres

and managers)

Manager: non-restructured

Manager: restructured

Professionals

Entrepreneurs

Ordinary entrepreneur

Ex-cadre entrepreneur

White collar worker

Blue collar worker

Types of work organizations

Marketization

Privatization

Control variables

All the household assets (financial assets, fixed production assets, and durable goods)
except the value of homes
The total value of al household assets, including value of homes, financial assets, fixed

productive assets and durable goods

Decision-makers or working unit leaders in different levels of government, party agencies,
state/collective-owned enterprises (managers), public institutions

Those who work in the state-owned enterprises for which ownership has never been
restructured

Those who work in the state-owned enterprises for which ownership has been restructured
but still in the control of the state

Those who have specia knowledge and skills, are usually trained in schools, and may have
technical certificates, including professors in universities, teachers in primary and
secondary schools, doctors, nurses, lawyers and researchers

Owners of private businesses, and individual operators (getihu) in the market sectors
Entrepreneurs who start their businesses from scratch and do not have any cadre
background

New entrepreneurs who took the former public enterprises during the ownership
restructuring

Those who are lower-level staff and clerks in government agencies and public ingtitutions.
Those who are less-skilled, working in a variety of sectors and industries, such as
manufacturing, agriculture, fishing, forestry, animal husbandry, transportation and social
services

Six types are examined: party/government organizations, state-owned/controlled
enterprises, urban collective enterprises, domestic private/individual enterprises,
Sino-foreign/foreign private enterprises, and others

Indirect measure: the timeframe 1995-2002, the later, the higher the level of marketization
Direct measure: the percent of foreign investment relative to all the fixed-asset investment
in each city in 2002, following Bian and Zhang (2002)

Indirect measure: the timeframe 1995-2002, the later, the higher the level of privatization
Direct measure: the percent of working labor in the private sector for each city in 2002
These include age, gender (male and female dummy), number of household members, total

household income, and regions (a series of dummies for each province)

Iny, =bg +b, X, +e&,,

@

where Iny, isthe natural logarithm of non-housing assets and total household assets
for household i at time t (1995 and 2002). X,, includes the core independent variables,
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including occupational types (cadres and other social groups), types of work
organi zations/sectors, marketization and privatization, as well as control variables,
including gender, age, number of household workers and household income, and province
dummies.

To takeinto account the regional heterogeneity with regard to the impact of ownership
restructuring of public assets and varying level sof housing marketization and state-owned
enterprise privatization on housing disparity, we apply atwo-level hierarchical modd tothe
2002 CHIP urban data.” The level-one mode iswritten as:

Iny; =b,; +b; X; +e;, 2

where In Y; is the natural log of non-housing wealth and/or total household wesalth of
household i in city j in 2002. X;; represents a vector of independent variables, including
differentiated occupational types (political cadres, managers and other social groups),
different types of work organizations, aswell as controlling variables (e.g. gender, age,
number of household members and household income).

The level-two model can bewritten as:

bOj =goo+gij|q'+”bj- ©)

bij =ng+giijj+rnjl (4)
where M represent the contextual variables; that is, the different levels of housing market
deve opment and the extent of state-owned enterpriseprivatization in each city in 2002. 9;
denotestheinteractive effect of different levels of financial market devel opment/enterprise

privatization and the level-one independent characteristics on the non-housing and total
household wealth disparity.

IV. Results and Findings

Table 4 presentsthe exponential coefficientsof ordinary linear regressions of thelogarithm
of non-housing wealth on selected independent variables.

In 1995, cadres, professonalsand white collar workers held significantly higher non-
housing wealth (12-44 percent) than ordinary workers after controlling for a number of
household and regional level characteristics(Modd s 1-2 for 1995, Table4). In 2002, wedlth
advantages in non-hous ng assets had increased significantly for all occupations compared

"Hierarchical models are estimated using HLM software. All other models are estimated using the
statistical package STATA.
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Table 4. Coefficients (Exp) from Linear Regression of Non-housing Wealth (Ln) on Selected
Independent Variables: Chinese Household Income Project 1995, 2002, Urban

1995 2002
Independent variables
Model 1 Mode 2 Mode 1 Model 2 Mode 3 Model 4
Occupations
Cadre 1.44*** 1.30*** 1.65%** 1.42%** 1.38*** 1.52%**
Professional 1.29%** 1.16%** 1.62+%* 1.28%** 1.26%** 1.43%**
Entrepreneur 0.74 0.68* 2.01*** 1.77%** 1.80*** 1.58**
White collar worker 1.16%** 1.12%%* 1.31%** 1.18%** 1.21%** 1.32%%*
Blue collar worker (reference)
Types of work organizations
Party/government organizations, 0.78 0.73* 1.67*** 1.34%** 1.26* 0.97
public institutions
State enterprises 0.72 0.70** 1.45*** 1.30%** 1.16 114
Collective work units 0.62** 0.65** 0.99 0.96 0.88 0.70
Foreign enterprises 0.80 0.75 1.65%** 1.33** 1.88*** 114
Other enterprises 1.07 1.06 1.19* 1.08 1.03 0.99
Domestic private enterprises
(reference)
Financial marketization 1.01* 1.01***
Enterprise privatization 1.00 1.00
Interactions with financial
mar ketization/privatization
Cadre 1.00 0.99
Professional 1.00 0.99
Entrepreneur 0.99 1.00
White collar worker 1.00 0.99
Party/government organizations, 1.00 1.01
public institutions
State enterprises 1.01 1.00
Collective work units 1.01 1.01
Foreign enterprises 0.98* 1.01
Other enterprises 1.00 1.00
R 0.15 0.25 0.13 021 0.19 0.19
N 5798 5798 5832 5832 5832 5832

Source: China Household Income Project 1995, 2002, urban. These datasets are open to the public at
http://dx.doi.org/10.3886/I CPSR03012 and http://dx.doi.org/10.3886/I CPSR21741.

Notes: *p < 0.1, **p < 0.05, ***p < 0.01 (two-tailed test). Significance levels are based on robust standard
errors (not reported due to space constraints). Models 1 and 2 for 1995 and 2002 include the province
dummies. Control variables gender, age, age square, household size and household income are al so
included in Model 2 for 1995, and Models 2—4 for 2002. Coefficient estimations for the control
variables are not reported.
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with blue collar workers. Theincreasein non-housing assetsfor entrepreneursisespecially
impressive from the mid-1990s to the 2000s. In 1995, entrepreneurs’ non-housing assets
were 32 percent (Model 2 for 1995, Table4) lower than ordinary workers, but their advantages
in non-housing assets significantly surpassed cadres by 2002 (77 vs 42 percent, Model 2
for 2002, Table 4). Decomposing the non-housing assets reveal sthat entrepreneurs’ fixed
production assetsrose most spectacularly from 1995 to 2002.2 Interestingly, the influence
of different types of work organizations on non-housing wealth changed. In 1995, thosein
the state-owned (party/government organization, public institutions and state enterprises)
organizations were disadvantaged. In 2002, the same group held a significant advantage
over those in the domestic private enterprises (Model 2 for 1995 and 2002, Table4). Thisis
consistent with the hypothesis that those working in the public sectors have more
opportunities to obtain state assets during the property rights transformation of public
enterprises.

In the differential analysesin Table 5, we distinguish economic managers from
political cadres, and entrepreneurs with cadre backgrounds from ordinary
entrepreneurs, and incorporate the direct measures of financial marketization and
enterprises privatization. Wefind that in 2002, ordinary entrepreneurs had the greatest
non-housing wealth (90-134 percent higher than ordinary workers, Models 1-5 in
Table 5). Political cadres, managersin the restructured public enterprises and ex-
cadre entrepreneurs also had large non-housing assets, but their advantages were
not as large as ordinary entrepreneurs’. Non-housing wealth advantages were
significant for managersin non-restructured public enterprises, professionals and
white collar workers compared with ordinary workers, but these advantages were
lower than for the other three groups mentioned above (Models 1-3 in Table 5).
Similar tothefindings from Table 4, thosein the public sector had amorethan 30-percent
non-housing wealth advantage over those in the domestic private sectors in 2002
(Models1-3 in Table5).

However, examining the interaction termsin Models 4 and 5 of Table 5 reveals
that with financial marketization, there were no significant differencesin growth
potential for non-housing property across different occupational groups, with two
exceptions. First, with the rise of financial marketization, ordinary workers’ non-
housing wealth actually grew alittlefaster than that of ordinary entrepreneurs. Second,
with the spread of enterprise privatization, ex-cadres’ non-housing wealth grew faster
than that of ordinary blue collar workers. This suggests that marketization and

8 Results are not shown here but are available upon request.
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Table 5. Restricted Maximum Likelihood Estimates (Exp) of Multilevel M odels of Non-housing

Wealth (Ln) on Differentiated Occupations, Marketization and Privatization:
Chinese Household Income Project 2002, Urban

Independent variables Model 1 Model 2 Model 3 Model 4 Model 5
Occupations
Political cadre 1.40%** 1.41%** 1.41%** 1.45%** 1.62%**
Manager: non-restructured 1.28** 1.28** 1.28*** 1.28* 1.22
Manager: restructured 1.54%** 1.55%** 1.55%** 1.42%** 1.43**
Professional 1.27%** 1.27*** 1.27*** 1.32%** 1.34**
Ordinary entrepreneur 1.90*** 1.90*** 1.90*** 2.24%** 2.34%**
Ex-cadre entrepreneur 1.43%** 1.43*%** 1.43*** 139 0.83
White collar worker 1.18*** 1.18*** 1.18*** 1.26%** 1.27+*
Types of work organizations
Party/government organi zation, public 1.33*** 1.34%** 1.35%** 1.44%* 1.37
institutions
State enterprises 1.32%** 1.33*** 1.33*** 1.33* 1.57*
Collective work units 0.97 0.97 0.97 0.95 0.87
Foreign enterprises 1.39%* 1.40** 1.40** 1.55%* 0.95
Other enterprises 1.14 1.15%** 1.15%** 121 1.29
Financia marketization 1.01*** 1.01*** 1.01** 1.01%**
Enterprise privatization 1.00 1.00 1.00
Interactions with financial
mar ketization/privatization
Political cadre 1.00 0.99
Manager: non-restructured 1.00 1.00
Manager: restructured 1.01 1.00
Professional 1.00 1.00
Ordinary entrepreneur 0.99* 0.99
Ex-cadre entrepreneur 1.00 1.02%*
White collar worker 1.00 1.00
Party/government organizations, public 0.99 1.00
institutions
State enterprises 1.00 0.99
Collective work units 1.00 1.01
Foreign enterprises 0.99 1.01
Other enterprises 1.00 1.00
N 5832 5832 5832 5832 5832
-2Log-likelihood 19924.12 19 926.04 19937.24 19 955.54 19954.22

Source: China Household Income Project 2002, Urban. These datasets are open to the public at
http://dx.doi.org/10.3886/I CPSR03012 and http://dx.doi.org/10.3886/I| CPSR21741.

Notes: *p < 0.1, **p < 0.05, ***p<0.01 (two-tailed test). Significance levels are based on robust standard
errors (not reported due to space constraints). All the models include the control variables gender, age,
age squared, household size and household income. Coefficient estimations for the control variables
are not reported.
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enterprise privatization have distinct impacts on the wealth opportunities for these
two types of entrepreneurs: ordinary entrepreneurs have no significant increase in
non-housing wealth with the penetration of financial marketization, whereas ex-cadre
entrepreneurs have greater growth in non-housing wealth with the spread of enterprise
privatization.

Table 6 reports the exponential coefficients of ordinary linear regressions of the
logarithm of total household wealth on the selected independent variables. We find
that cadres had the highest total household wealth in 1995. In Models 1 and 2 for 1995,
cadres, professionals and white collar workers all had significantly (10-27 percent
according to Model 2 for 1995) higher total household wealth than blue collar workers,
even after controlling for household characteristics and regional variations at the
provincial level. Entrepreneurs’ advantages were not statistically significant due to
the small number of cases in 1995 because only a few urban citizens had private
busi nesses back then. This suggests that cadres, professional s and white collar work-
ers had assumed absol ute wealth advantages over ordinary workers by the middle of
the 1990s. 1n 2002, the advantages in total household wealth for all the occupations
had risen significantly compared with ordinary blue collar workers. As of 2002, cadres
still have a high wealth advantage (35 percent, Model 2 for 2002), controlling for
household and regional variations. However, entrepreneurs’ advantages in household
wealth grew and now dightly exceeded that of cadres (40 vs 35 percent, Model 2 for
2002), although a Wald test shows that cadres and entrepreneurs’ wealth do not differ
dtatistically at the 0.05 level. Similar to the findings on the non-housing wealth in Table 4,
those working for domestic private enterprises seemed to do well in terms of total
household wealth in 1995. Their househol d wealth was 34-39 percent higher than that
for those in other types of work organizations (Model 2 for 1995). In 2002, however,
those working in a party/government organization or public institution and those in
state-owned enterprises did significantly better (16-21-percent higher) than those in
the domestic private sector (Models 1 and 2 for 2002) when household-level
characteristics and province-level variations are controlled for. This suggests that
from the mid-1990s to 2002, those working in the state-owned sectors had gained
disproportional wealth during the housing privatization and ownership restructuring
of state-owned work organizations compared to those in the private sector. This
supports Hypothesis 1 but conflicts with Hypothesis 2.

In Model 4 for 2002, wherelevelsof financial marketization, enterprise privatization
and their interaction termswith occupations and work organizations are added, wefind
that the total household wealth advantage of those working in the state-owned
enterprises and other enterprises increased faster than those in the domestic private
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Table 6. Coefficients (Exp) from Linear Regression of Total Household Wealth (Ln) on Selected
Independent Variables: Chinese Household Income Project 1995, 2002, Urban
1995 2002
Independent variables
Model 1 Model 2 Model 1 Modd 2 Model 3 Modd 4

Cadre 1.44%** 1.27%** 1.60%** 1.35%%* 1.39%** 1.55%+*
Professional 1.21%%* 1.10%** 1.54%** 1.26%%* 1.27%%* 1.46%**
Entrepreneur 0.80 0.72 1.58¢** 1.40%** 1.48+** 155+
White collar worker 1.21%%* 1.18*** 1.33¢** 1.22%%* 1.31%%* 1.30%**
Blue collar worker (reference)
Party/government organi zations, 0.68 0.65* 1.49%** 1.21%%* 113 116

public ingtitutions
Sate enterprises 0.63* 0.61** 1.32¢%* 1.16+* 1.04 119
Collective work units 0.63* 0.66* 1.03 0.98 1.03 112
Foreign enterprises 0.68 0.64* 1.36%* 113 132 0.98
Other enterprises 11 1.08 1.10 0.99 0.88 1.00
Domestic private enterprises

(reference)
Financial marketization 1.00 1.01%**
Enterprise privatization 1.00%** 101
Interactions with financial

mar keti zati on/privati zation
Cadre 1.00 0.99*
Professional 1.00 0.99**
Entrepreneur 1.00 1.00
White collar worker 0.99** 1.00
Party/government organizations, 1.00 1.00

public ingtitutions
State enterprises 1.01** 1.00
Collective work units 1.00 1.00
Foreign enterprises 0.99 101
Other enterprises 1.01** 1.00
33 0.11 017 0.12 0.22 021 0.20
N 5806 5806 5832 5832 5832 5832

Source: China Household Income Project 1995, 2002, Urban. These datasets are open to the public at
http://dx.doi.org/10.3886/ICPSR03012 and http://dx.doi.org/10.3886/I CPSR21741.

Notes: *p < 0.1, **p < 0.05, ***p < 0.01 (two-tailed test). Significance levels are based on robust standard
errors (not reported due to space constraints). Models 1 and 2 for 1995 and 2002 include the province
dummies. Control variables gender, age, age squared, household size and household income are also
included in Model 2 for 1995, and Models 2-4 for 2002. Coefficient estimations for the control
variables are not reported.

enterprises, whereas white collar workers’ advantage decreased more quickly than

ordinary workers’ with the development of financial markets. However, with the spread
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of enterprise privatization, cadres’ wealth advantages seemed to decline compared
with those of ordinary blue collar workers (Model 4 for 2002). In addition, we find that
the financial market development and the pace of enterprise privatization have
independent influences on wealth accumulation, and the effects of both marketization
and privatization may differ if we examinetheir interactionswith different occupations
and work organizations (Models 3 and 4 for 2002). For instance, wefind that there were
no significant interaction effects on wealth between cadres/professionals and financial
marketization (Model 3), but therapid enterprise privatization might facilitatethe growth
of ordinary workers’ wealth more than that of cadres or professionals (Modd 4). This
impliesthat slow enterprise privatization might benefit cadres and professionals more
than fast privatization.

Table7 summarizestheexponential coefficients of multi-level modelsof thelogarithm
of total household wealth by occupation, different levels of financial marketization as
well as extent of enterprise privatization. Wefind that there were no statistical differences
in household wealth between political cadres and managers, between managersin the
restructured state-owned enterprises and those in the non-restructured state-owned
enterprises, and between ordinary entrepreneurs and ex-cadre entrepreneurs, °® although
ordinary entrepreneurs seemed to hold the greatest wealth advantage (45 percent) if we
only compare the absol ute magnitude of coefficients of each occupation (Models1-3 in
Table 7). These results are not consi stent with Hypothesi s 3. We find that marketization
exercises significantly positive effects on wealth accumul ation even when controlling for
the leve of enterprise privatization.® This confirmsthe large wealth disparity dueto the
regional variationsin market devel opment.

Do wealth differences across different occupations remain significant with the
development of financial markets and the spread of enterprise privatization?Itisa
little surprising to find that in Model 4, household wealth for managers in the non-
restructured public enterprises and for white collar workers decreased slightly with
the penetration of financial markets compared with ordinary blue collar workers.
Wealth advantages for other social groups were not statistically significant as finan-
cial markets developed. Nevertheless, household wealth for those working in state-
owned enterprises seemed to grow faster with the financial marketization than that

9 These tests are conducted by setting different reference groups using HLM software.

10" A separate analysis (results not shown here) finds that the extent of privatization would have significantly
positive effects on total household wealth if only privatization were included in Model 3. This suggests
that the significance of privatization is mitigated by the effect of marketization because these two
institutional changes are positively related (r = 0.1, significant at the <0.001 level).
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Table 7. Restricted Maximum Likelihood Estimates (Exp) of Multilevel M odels of Total
Household Wealth (Ln) On Occupations, Marketization and Privatization:
Chinese Household Income Project 2002, Urban

Independent Variables Model 1 Model 2 Model 3 Model 4 Model 5
Occupati ons

Political cadre 1.33%** 1.34*** 1.34*** 1.40%** 1.51**
Manager: non-restructured 1.41%** 1.41%** 1.41%** 1.57%** 1.69**
Manager: restructured 1.41%** 1.42** 1.42** 1.31** 1.46%**
Professiona 1.24*** 1.24*** 1.24*** 1.30%** 1.32%**
Ordinary entrepreneur 1.45%** 1.45%** 1.45%** 1.49%** 1.57*
Ex-cadre entrepreneur 1.23 123 124 1.40** 0.95
White collar worker 1.23*%** 1.23*** 1.23*%** 1.35%** 1.25%*

Types of work organizations

Party/government organi zations, public 1.21%* 1.22%* 1.23** 114 1.23
institutions
State enterprises 1.17% 117 1.18** 1.06 127
Collective work units 0.99 0.99 1.00 0.97 118
Foreign enterprises 111 111 112 121 0.91
Other enterprises 1.01 101 0.98 0.93 0.98
Financial marketization 1.01%** 1.01%** 1.01* 1.01%**
Enterprise privatization 1.01 1.00 1.01

Interactions with financial
mar keti zati on/privati zation

Political cadre 1.00* 1.00
Manager: non-restructured 0.99** 0.99
Manager: restructured 1.01 1.00
Professional 1.00% 1.00
Ordinary entrepreneur 1.09 1.00
Ex-cadre entrepreneur 0.99 1.01
White collar worker 0.99*** 1.00
Party/government organi zations, public 1.00 0.91
institutions
State enterprises 1.01** 0.90
Collective work units 1.00 0.99
Foreign enterprises 0.99 0.93
Other enterprises 1.01 0.86
N 5832 5832 5832 5832 5832
-2Log-likelihood 17 345.52 17 344.48 17 353.94 17370.64 17 37354

Source: China Household Income Project 2002, Urban. These datasets are open to the public at
http://dx.doi.org/10.3886/I CPSR03012 and http://dx.doi.org/10.3886/| CPSR21741.

Notes: *p < 0.1, **p < 0.05, ***p < 0.01 (two-tailed test). Significance levels are based on robus standard
errors (not reported due to space constraints). All the models include the control variables gender, age,
age squared, household size and household income. Coefficient estimations for the control variables
are not reported.
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for people in the private sector. However, the effects of different occupations and
work organizations on wealth accumul ation were not very significant with the continued
privatization of public enterprises (Model 5).

V. Conclusions and Discussion

In this paper, we have examined the disparity in total household wealth and non-housing
wealth across different occupational groups and work organizations over time. We argue
that ownership restructuring of public enterprises and newly developing real estate and
financial markets offer various social groups different opportunities to accumulate
household wealth. The widening wealth disparity in urban China, intentionally or
inadvertently, as we attempt to demonstrate, is closely related to the structural changes
in property rights, and also the emergence of new market institutions. Studying the
institutional backdrop of public enterprise restructuring enriches our understanding of
wealth inequality generating processes and the changing dynamics of China’s
socioeconomic stratification.

Unlike most of the former Soviet Union countries, China’s privatization has been
pi ecewiseand experimental, and mainly concentrated on the medium and small-sized public
enterprises. First, large-sized, highly capital-intensive, and politically and economically
strategic state organizations and sectors remain tightly controlled and managed by the
state. Second, property rights and market reform are choreographed and exercised by the
incumbentsin an array of party—government organizationsand enterprises. Therefore, itis
safeto claim that the enterprise privatization in China, likein other transitional economies,
iscadre-friendly. Wefind significant weal th advantagesassumed by cadres (whether palitical
cadres or managersin public enterprises), and such advantages have remained with the
onset of new financial marketsand market penetration sincethe mid-1990s. Thisisnaot only
because rent-seeking opportunities for cadres are widely available or because they were
ableto rig the process of property transformation, but a so because cadres, asthe decision-
makers and direct participators in the economic and industrial development, could gain
disproportionately duetotheir Srategicpostionsor higher palitical capital. Ordinary workers
become the biggest losers during this process. These findings are consistent with the
arguments made by those holding the property-centered and market—state interaction
perspectives and al so with our own property transformation theory.

We also find adramatic increase in total household wedlth, especially in non-housing
assets for entrepreneurs. In fact, entrepreneurs’ non-housing and total household assets
have reached or even surpassed cadres’. In addition, by 2002, grass-root entrepreneurs
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who started their businesses from scratch seem to have accumulated greater household
wealth and non-housing assets than ex-cadre entrepreneurs. This suggests that ordinary
entrepreneurs could also take advantage of the opportunities during the ownership
restructuring and marketization. Thesefindingsare more supportive of the market-centered
perspective than state-centered approaches.™

The wealth stratification of the different types of work organizations underwent a
dramatic change from 1995 to 2002. In the middle of the 1990s, those in the domestic
private sectors seemed to do much better than those in the public sectors (party/
government organization and state enterprises). By 2002, the situation had been
reversed. Thereis sufficient evidence that those working in the public sectors fared
much better than those in the domestic private sector, both in non-housing wealth and
total household wealth in 2002. This backs the theme of our property transformation
perspective that those in the public sectors have had better opportunities for wealth
accumulation through housing privatization and ownership restructuring of public
enterprises.

In addition, we find there is no sufficient evidence to claim palitical cadres’ total
household wealth is significantly different from economic managers, nor isit certain
whether ownership restructuring of public enterprises granted incumbent or former
managers more opportunities to seize state property as of 2002. These findings are also
not predicted by our property transformation perspective. We speculate that China’s
ownership restructuring started with those problematic enterprises that were actually
loss-making or underperforming. The CHIP 2002 urban data actually showsthat most
(more than 70 percent) of the restructured enterprises were making little profit, relied on
loans or were even close to bankruptcy. Gaining private wealth from those unprofitable
assets might be not as easy as obtaining a public house. Second, large-scale ownership
restructuring and privatization of public enterprisesdid not occur until 1998. In addition,
thefinancial market played an insignificant rolein China’s economy in the early 2000s.
We examined the wealth distribution across different social groups and work organi zations/
sectorsin 2002, only 3 years after the watershed year. Since 2002, a good humber of
private enterprises, especially in theinformation and technol ogy and real estateindudtries,
havecarried out initial public offeringsin the domestic and international financial markets,
which may shift the changesin wealth inequality predicted by our property transformation
perspective. More recent data is needed to examine the wealth stratification and our

11 Some research from the state-centered perspective also determines significant income advantages for
rural entrepreneurs. See for example, Walder (2002, 2008).
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theoretical framework over the past decade. We expect wealth stratification across
differentiated social groups will become more salient as the property transformation
moves forward.
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