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and
Management

in China
(1979-1990): A
Transformativ

e Decade
The period between 1979 and

1990 witnessed a dramatic
reshaping of China's economic

and social landscape, profoundly
impacting its organizational and

management practices. This
article delves into the significant

changes in organizational
structure, management

techniques, and the transition
from a centrally planned
economy as documented in

relevant international studies on
management and organization,

providing a companion analysis of
this pivotal era. We will examine
the challenges, adaptations, and
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enduring legacies of this period,
focusing on keywords like

Chinese economic reforms,
state-owned enterprises

(SOEs), and market-oriented
management.

The Legacy of
Central Planning:
Initial Conditions

(1979)
Before 1979, China operated

under a highly centralized
planned economy. The

organizational structure was
hierarchical, with the Communist

Party wielding considerable
influence over all aspects of

economic activity. State-owned
enterprises (SOEs), the dominant
economic actors, followed rigid

bureaucratic procedures,
prioritizing production quotas

over efficiency and market
responsiveness. Innovation was

stifled, and managerial autonomy
was minimal. This system, while
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successful in achieving certain
goals like basic industrialization,
proved increasingly inefficient
and incapable of meeting the
rising demands of a growing

population and a changing global
economy. International studies in
management and organization at

the time often highlighted the
limitations of this model,

predicting significant challenges
in the transition to a more

market-based system.

The Dawn of
Reform and
Opening Up:

Embracing Market
Mechanisms

Deng Xiaoping's economic
reforms, initiated in 1978 and

fully implemented throughout the
1980s, marked a radical

departure from the previous
system. The reforms aimed to
introduce market mechanisms

while retaining a significant role
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for the state. This period saw the
emergence of Township and

Village Enterprises (TVEs), a
crucial element in the

decentralized economic growth.
These relatively independent
entities demonstrated greater
flexibility and adaptability than

the lumbering SOEs, showcasing
the potential of market-oriented

management. The introduction of
Special Economic Zones (SEZs)

further accelerated the
integration of international

business practices and stimulated
foreign direct investment. These

reforms directly impacted the
management techniques

employed within Chinese
organizations; a move away from
strict top-down control towards

more flexible, decentralized
structures.

### Challenges of Transition:
Balancing Reform and Control

The transition wasn’t without its
challenges. The coexistence of
planned and market economies
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created inherent tensions. SOEs,
accustomed to government
protection and subsidies,

struggled to adapt to competitive
pressures. The lack of a robust

legal framework and transparent
regulatory environment created
uncertainties for both domestic

and foreign investors.
International studies of

management and organization
during this period often focused
on these challenges, highlighting
the need for institutional reform

alongside economic liberalization.
Issues of corruption and

inefficient resource allocation
persisted, presenting obstacles to

sustained economic growth.

The Evolution of
Management

Practices: From
Command to
Competence

The shift towards a market
economy necessitated a
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corresponding evolution in
management practices. The rigid
bureaucratic systems of the past
gave way to a greater emphasis
on efficiency, profitability, and

responsiveness to market
demand. While the traditional
command-and-control style of

management persisted in many
SOEs, innovative businesses,
particularly the TVEs, adopted

more modern management
techniques, including

performance-based incentives,
strategic planning, and quality

control measures. This period saw
the adoption of many Western

management theories and
practices, albeit often adapted to
suit the specific Chinese context.
The influx of foreign investment
and joint ventures facilitated this

transfer of knowledge and
expertise. The impact of this

Chinese economic reform can
be felt across many sectors of the

economy.
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The Enduring
Legacy: A

Foundation for
Future Growth

The decade between 1979 and
1990 laid the groundwork for
China's remarkable economic
transformation in subsequent

years. While significant
challenges remained, the reforms

initiated during this period
fundamentally altered the

landscape of Chinese
organization and management.

The experience of this transition,
thoroughly documented in

various international studies of
management and organization,
offers invaluable lessons on the

complexities of economic reform,
the adaptation of management

practices, and the importance of
institutional building in fostering

sustainable economic growth. The
successful integration of

elements of market-based
economies with a strong state



Organization And Management In
China 1979 90 International Studies In
Management And Organization A
Companion
9

presence became a defining
characteristic of China's

development model, offering a
unique case study for scholars

and practitioners alike.

FAQ
Q1: What were the primary

drivers behind China's
economic reforms in 1979?

A1: The primary drivers were the
economic stagnation and

widespread poverty under the
previous centrally planned

system. The reforms aimed to
increase efficiency, productivity,

and living standards by
introducing market mechanisms

and attracting foreign
investment. The leadership under

Deng Xiaoping recognized the
limitations of the existing system

and the need for fundamental
change.

Q2: How did the reforms
impact State-Owned
Enterprises (SOEs)?
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A2: The reforms initially had a
mixed impact on SOEs. While

some adapted and modernized,
many struggled to compete in a
more open market. The reforms

challenged their traditional
structures and management

styles. Many SOEs faced
restructuring, privatization, or

even bankruptcy.

Q3: What role did foreign
investment play in China's
economic transformation

during this period?

A3: Foreign investment played a
crucial role, providing capital,
technology, and managerial

expertise. The establishment of
Special Economic Zones (SEZs)

attracted significant foreign direct
investment, which spurred

economic growth and
development in coastal regions.

Q4: What were the major
challenges faced during the

transition to a market-
oriented economy?



Organization And Management In
China 1979 90 International Studies In
Management And Organization A
Companion
11

A4: Significant challenges
included the need to balance
central planning with market

mechanisms, the lack of a robust
legal and regulatory framework,
the potential for corruption, and
the difficulty of reforming SOEs.
The transition also created social
inequalities as some regions and

sectors benefited more than
others.

Q5: How did the management
techniques evolve during this

period?

A5: Management techniques
shifted from the rigid, centralized

approach of the planned
economy towards more flexible,

decentralized, and market-
oriented practices. Performance-

based incentives, strategic
planning, and quality control

became increasingly important.
Western management theories

were adopted and adapted to the
Chinese context.

Q6: What are the lasting
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implications of the economic
reforms of 1979-1990?

A6: The lasting implications
include the establishment of a
mixed economy, the significant
improvement in living standards
for many Chinese citizens, and
the emergence of China as a
global economic powerhouse.

However, challenges regarding
income inequality and

environmental sustainability
remain.

Q7: How did the rise of
Township and Village

Enterprises (TVEs) contribute
to the economic reform?

A7: TVEs played a crucial role by
demonstrating the viability and
efficiency of market-oriented
management. Their success

showed that decentralized, more
flexible structures could be highly

productive and contribute
significantly to economic growth,
challenging the dominance of the

centrally planned SOEs.
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Q8: Where can I find more
information about this

period?

A8: Numerous academic journals,
books, and reports detail this
period. Search for terms like
"Chinese economic reform,"

"transition economies," "state-
owned enterprises in China,"
"management in China," and

"Special Economic Zones (SEZs)"
in academic databases like

JSTOR, EBSCOhost, and Google
Scholar. You can also find

relevant material in reputable
international studies of

management and organization.

Navigating the
Shifting Sands:

Organization and
Management in

China, 1979-1990
The period between 1979 and
1990 witnessed a remarkable
transformation in China. After
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decades of rigid planning under
Mao Zedong, the nation

embarked on a path of economic
reform and liberalization to the

global market. This epochal shift
had profound implications for

corporate structures and
management practices, creating

a fascinating case study for
scholars of international

management. This article delves
into the nuances of organization
and management in China during
this era, drawing on insights from

"International Studies in
Management and Organization: A
Companion" and other relevant

research.

The early phase of reform saw a
gradual loosening of state control

over companies. The
responsibility system, initially

piloted in agriculture, was
gradually extended to industrial
sectors. This involved shifting
from command planning to a

system where firms had greater
autonomy in management.

However, this change was far
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from effortless. Many leaders
lacked the skills to navigate a

more market-driven environment.
Therefore, initial experiments

often yielded inconsistent results,
with some enterprises prospering
while others struggled to adapt.

One key aspect of this period was
the emergence of Township and
Village Enterprises (TVEs)|rural
enterprises|local businesses}.
These grassroots businesses,

often operating outside the direct
control of the state-owned

enterprises (SOEs), played a
substantial role in driving
economic growth. Their

adaptability and quick thinking to
market demands contrasted

sharply with the often inefficient
SOEs. The management styles
within TVEs were often more

innovative, fostering a culture of
resourcefulness. This highlights

the vital role of context in
shaping organizational structures
and management philosophies.

The arrival of foreign investment
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further altered the organizational
landscape. Joint ventures

between Chinese and foreign
companies became increasingly

frequent, forcing Chinese
managers to deal with new

management practices and social
differences. This interaction to

international norms and
techniques accelerated the

learning curve for many Chinese
leaders, although difficulties
related to collaboration and

authority dynamics persisted.

The main challenge throughout
this period was the reconciliation
of free-market principles with the

legacy of centralized ideology.
The state continued to play a

significant role in the economy,
particularly through its control

over vital industries and financial
institutions. This often created a

strained interaction between
central authorities and provincial
governments, as well as between
SOEs and TVEs. Navigating this
intricate political and economic

setting required a high degree of
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political skill.

The examination of organization
and management in China during
this era presents valuable lessons

for scholars and practitioners
alike. It underscores the

significance of understanding
context when considering
organizational theory and

practice. It also illuminates the
obstacles inherent in modernizing

nations and the significance of
flexible management techniques.

The experiences gained from
China's transition continue to be
relevant in today's increasingly

interconnected world.

In conclusion, the period from
1979 to 1990 marked a time of

unprecedented change in China's
organizational and management

landscape. The stepwise
transition from command

economy to a more open system
presented both possibilities and

obstacles. The emergence of
TVEs, the arrival of foreign

investment, and the ongoing
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conflict to balance socialist
ideology with market principles

shaped the distinctive
organizational and management

practices of this era. Studying this
important period gives invaluable

knowledge into the forces of
economic change and the

evolution of management theory
in a global context.

Frequently Asked Questions
(FAQs):

1. What was the most
significant challenge faced by
Chinese managers during this

period? The most significant
challenge was adapting to a more

market-oriented environment
while simultaneously navigating
the complexities of the existing
political and economic system.

This required a blend of
entrepreneurial spirit and political

acumen.

2. How did the emergence of
TVEs impact the Chinese

economy? TVEs played a crucial



Organization And Management In
China 1979 90 International Studies In
Management And Organization A
Companion
19

role in driving economic growth
by providing much-needed

flexibility and responsiveness to
market demands, filling a gap left

by the often inefficient SOEs.

3. What lessons can be
learned from China's

experience during this
period? The experience

highlights the importance of
contextual understanding in

management theory and practice,
the challenges of economic

transformation, and the need for
flexible and adaptable

management approaches.

4. How did foreign investment
influence the organizational
landscape? Foreign investment
exposed Chinese managers to

new management practices and
cultural differences, accelerating

the learning curve and
stimulating organizational

change, albeit with some initial
cultural clashes.

5. What role did the state
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continue to play in the
economy despite reforms? The
state retained significant control
over key industries and financial
institutions, creating a complex
interplay between market forces

and state intervention, which
continues to this day.
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