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Abstract

Reality of the Disappearance of Unemployment in
China: A Study of the Implementation of Downsizing
Policy

Yue Xu

In 1958, against the backdrop of the Great Leap Forward, the Chinese Communist Party
proclaimed that the problem of unemployment had been fundamentally eradicated in socialist China.
However, shortly thereafter, the downsizing policy (Jingjian, ¥4 in Chinese) aimed at reducing urban
populations was implemented, resulting in a reduction of 26 million urban residents, including a
substantial portion of labor force, over the three-year period from 1961 to 1963. Using Shanghai as a
case study, this paper analyzes the process of implementing the downsizing policy to reveal the
political mechanisms that underpinned the reality of the disappearance of unemployment. The
fluctuating labor policies of the central government and the immature planned economic system
exerted contradictory pressures at the local level. On the one hand, local governments and enterprises
needed to reduce their labor force to meet the demands of streamlining policies; on the other hand, the
local need for labor persisted amidst a dynamic political environment and the soft budgetary
constraints of the planned economy. To address these conflicting pressures, diverse actors such as
local governments, enterprises, grassroots social organizations, and workers created a space that
ensured the mobility of labor outside the planned economic system. The existence of this space,
formed through the dynamic interplay of various local interests, underpinned the reality of the

disappearance of unemployment and complemented China’s planned economic system.
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