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Much has been written about the ''second economies" of the
USSR and Eastern Europe. In China, too, a great deal of the
economic activity lies entirely outside the state plan, and
very often in contravention of state regulations. But very
rarely have any publ;shed,studies,on_China made any mention at all.
about how this second economy operates.

Here we will concentrate on how peasants, 80 percent of
China's population, participate in the second economy. Writers
on'Russia and Eastern Europe frequently stress the illegal or
corrupt aspects of this second economy . As our paper shall
show, in China instances can similarly be found of private
entrepreneurship, illicit economic activities'a;d corrupt prac-
picéé..\SQmé”éf thé wéne;doﬁég;%dld-B§”egigréﬁts from China are
even quite similar to étcries told of EasternbEuropean countries.
The fundamental similarities in all of these countries' planned
economies and political structures inevitably have bred some of
the same techniques for circumventing the state's desireg But
~corruption and privateigrégd"aré not the defining or major ele-
ments of the second economy in China's villages.

Moreover our survey of various second economy operations

will show the difficulty of ever meaningfully defining activities

in terms of their "illegality". “jlw




Iin fect, for many of +the second economy activities there are not
even any hard and fast lines of demarcation between legality and il-
legality. This is true, too, of the Soviet marketing system.l In
both countries there exists an area of semi-legality midway along a
wide spectrum of activities. These semi-legal economic operations
are not ocrichly in accord with the rules. but are usually tolerated
by the authorities as helpful to the economy's well-being.

When the Chinese government does object to semi-legal second
economy activities it is either because these activities (i) ir-
ritatingly interfere with the first economy's operations, or (ii)
are conducted for purely personal profit and thus purportedly en-

danger the Party's egalitatian socialist goals. The distinction

R

between these two klnds of governmental obJectlons is 1moortant
'Some endeavors in the second economy may supplement the first acon-
omy‘and benefit economic development, but at the same time may go
-against socialist - principles.. o i - The govern- -
meht has swung back and forth in its tolerance for such activities,
depending upon the leaders' political priorities of the moment.
During 'radical' perlods like- the early 1970s a Targe proportion Of
the peasantry's second economy undertakings became politically sus-
pect. Conversely in the late 1970s, when China's economic develogr
ment became the government's top priority, these same second ecghémx
activities were publicly lauded. 'Legality' is not a very precise
concept when swings of the political pendulum repeatedly push second
economy operations underground and then pull them back again out into
the oven. Qur discussion of rural bhina will span this particclar

cycle of the 1970s.
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It is drawn from the accounts of emigrants who left China
in the mid and late 1970s. During two visits to Hong Kong, in 1975-
76 and again in 1978, we had the oppoftunity to interview very exten-
sively twenty recent emigrés from a village in Guangdong Province
that we will call Chen Village.2 We came away with some two
thousand pages of transcripts. To put the vil-
lage's affairs inpo pe;speqtive? we also interviewed recent emigrants
f%om héif a &ozén other Guangdong peasant villages. Three of these
interviewees regaled us with very detailed accounts of their own
villages' second economy activities. Most of the examples that we
will cite derive from these four‘villéges.

None of the four is particularly rich by the standards of Guang-

dong Province.3 Chen Village is slightly above average in prosperity.

So too is our second village. The third is rathé poorer; and
" the fourth is afégéfitﬁte moun%§i§ hém1et:étruggiing't§ méiﬁtain :
”sﬁbéigtence living 'standards.

Presu@ablywsome~readers will not be
entirely clear about the structure of China's rural economy. To
place the countryside's second economy into an understandable con-
.text, we will therefore pause at various points to sketch in the
outlines of a Chinese village's‘first economy.‘ Our description
will be divided into six sectioms: (1) agricultural collectives
and the state plan; (2) private production: (3) marketing; (&)
the éperations of village-owned factories; (5) a

procurements; and (6) second economy workers.
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I. Agricultural Collectives and the State Plan

After the disastrous failure of the Great Leap Forward of
1958-1960, China's leaders realized the peasants had to be given
a material stake in the productivity of the collective sector.
Accordingly, in 1961-62 relatively small production cooperatives
were established. These are composed of some ten to forty neigh-

borlng famll1es Sometlmes they constltute a hamlet or sometimes
Mthe nelohborhood of a large wvillage. These local production
cooperatives, called '"agricultural production teams', possess a
fair degree of economic authority, The peasant households collec-

tively own the land, elect their own leaders, and share the pro-

ceeds, with each  team member . paid in accordance with the )
Because 1t is a cooperative
value of the labor that he or she has contributed. / the peasants

know their personal interests are served not Just through earnlng
Ca blgger 1nd1v1dual sllce of the team s proceeds they also profit .
If'there is a blgger‘collectlve ple'ln which to share. Interviews
suggest that most peasants consequently do identify with their
team's prosperity and the further development of its economy.4 One
result, as we shall see, is that team members sometimes will connive
to cheat the.state in their team's -behalf.

The team's conflicts of interest with the state center on the
fact that the teams' autonomy in economic matters is restricted by
a system of quotas. Each year the state plan designates produgg?og
quotas for the major grains and commercial crops. The provincéAdii
vides the quotas among its counties, and the counties apportion the
quotas among each of the communes (that is, the 1ocgl marketing

districts). In turn, each winter the peasant officers of the ag-

ricultural production teams attend a conference at the commune seat
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(their local marketing town) or at the county capital to hammer out

the team's quotas for the following year. A former official from

Chen Village comments,

"Everyone could pretty well estimate in advance what the
the state's demands will be. OQur grain, sugar-cane and
peanut quotas (these were the three crops in Chen Village
that came within the state plan) usually were just a bit
higher each year... An important part (of the plan) was
that so much acreaoe had to be planted to each of these
quota crops. Ehey stipulated that we had to use most

,of the best lands for rice, and not for vegetables or

fish raising, and they'd check ‘to make sure we were stick-
ing to the plan.’

This procurement program forces the peasants to concentrate on
providing the cities with stable supplies of basic foodstuffs and
industrial raw materials at fixed low prices. These procurements
constitute a considerable partof: the: teams'production -- in Chen

-Village, about half'of-afteam‘SfriQe“yields:"'Thisjgrain“has to be

sold tb-ﬁhe-étate'Béforeia‘team7Can distribute any to its own mem-

bers. The team can retain quota . graln onlv when the ylelds are
\so Door that the average team member would otherw1se be left with |
less than 15 kilograms of grain per month.

Moreever, when a Qhen ViLlage team has.an un&sgally gooéﬂhar~
véstb ?egulations pievent it ffom distributing to its members more
than an average of 25 kilograms.5 One Statedlreason is to keep
gfain that is above the consumption needs of a family off the
rural black markét, A second function of the ceiling is to Channel
this grain into urban shops and exports. To induce teams to strive
for good harvests, the government offers a price some 50% higher
for this above-ceiling grain than it did for the sales of quota

grain,

The low price offered for the quota grain is somewhat re-




sented by peasants, but it is not their major objection to the

system. What irks peasants more is their inability to

keep more grain for home consumption. This is especially
true in poor areas. After selling the quota grain to the state
replacement

they sometimes have to buy/grain on the black market at double or
triple the price. In these noorer
villages the peasants understandably try to prevent most of their
‘ grain from entering the fitst economy. Ling Hollow and Lee Family
Village, the two poorer villages in our small sample, consistently
hide as much as they can from the eyes of the government. They
keep the locations of some of their mountain fields secret, report
good grain as having been spoiled, hand in wet grain in the place
of dry, and laboriously fiddle their account books. The cheating
must be done collectively, with the connivance of Party members
t andwvillage,leadexs,,,Eoruexample;«invLeewFamiiy Villggexf*‘
"Our team secretly distributed a hundred kilos of rice
to each of us before the team handed in anything to the
government. The team heads gave us a lot of instructions,
very detailed, to cover up the discrepancies...If we were
ever questioned by higher-level cadres coming down, we were
to say we only had 15 kilos per month on the average. The
big charts up at the team office showing the grain rations
of each person and family were for outsiders only....The
team kept two separate account books, one real, one false.”
This 'hidden economy' is not, of course, included in the Chinese
government's data on national agricultural production. To this
perhap

extent, foreign scholars»;eﬂg to underestimate total grain pro-

duction and per capita levels of consumption in China.

It seems from interviews that grain concealments of this type
are more common in small isolated hamlets than in large village
settlements composed of several production teams,where each team
may not be entirely trusted to keep the others' secrets. Moreover,

most large settlements are in delta and plains areas, and they can




-7-

expect to produce enough to retain a grain cushion even after their
quota _delivgriesf Since such villages do not desperately need to
hold Back grain,‘the upper adminstrative levels scrutinize their books
much more carefully. 1In the poorer districts the officials take into
account the peasantry’'s plight and seem to look the other way even
when the teams engage in fairly clumsy machinations. Transgressions
that a village of average prosperity such as Chen Village would not
“'get away witR <-' and which most séif~rés§éétingn6hen Villagers would
not consider doing -- Ling Hollow and Lee Family Village commit reg-
ularl&, almost with impunity.

The concerns of a Chen Village team revolve more around efforts
to resist the urgings from higher-level local officials to sell more
surplus grain to the state. The team also tries as much as it can
to diversify its agriculture away from grain production. The pea~
.. santry are alwaysntempted to divert some of- their quota‘“fsad@aage
‘Secretiy7io crop§ Liké‘vggetaﬁiés or peahuts which feteh better
prices. The Chen Village peasants consider these incursions on ?he
teaﬁ's'g;éin fiéids:as‘merély géod bﬁéiﬂéss sense; the state nses
terms like "capitalist roading'". The local Party officials have to
try to control the agricultural prcduction.teams in a game of ’capchf‘:

if-you-can'.

IT. Private Production

The rights of peasants to engage in private sideline produection

has been guaranteed by the state (with local and temporary exceptions)

. 7
since 1962, China's political leaders had learned in the disastrous
Great Leap Forward

experiences of the / that the private agricultural sector, particu-

lary the private plot, was a 'mecessary adjunct to the socialist




economy”.8 The new regulations of 1962 let the teams set five to
seven per cent of their arable land aside for these private plots. .
Because most Chinese villages have little land per capita, we are
talking about relatively tiny plots. 1In Chen Village they range
from a minimum of a thirtieth of an acre for a single person or
married couple to a maximum of a tenth of an acre -- for families
with six or more members. A family holds only temporary usufructual
‘rights, and.tﬁeusi2é>of'it87ploté“ére réadjuéféd from tiﬁe ﬁoxtime.
as new children are born and older children marry out.

The peasants can also engage in other private sidelines. The
most important of these is pig raising. Most of the pigs in China
are reared privately, usually with government encouragement. In fact, for
each sow it owns, a Chen Village family gets allotted an extra
thirtieth of an acre for growing animal fodder. Most of China's
ghickens‘and ducks4§re also-the private propéerty of families, as
) dérétsqmé'dfﬂthé frﬁit treés‘plgﬁted iﬁ cburtyérds and?sdattéféa.;n:
hilltops. Further private income can be earned‘by“gathering wood
o%:graés for fuelx o%‘fishing‘éffer;héurs, or private coﬁtaée handi-
craft industry.

These'private economic activities are essgqtial to ;he_peasanpg'
li&eiiﬁood iﬁ two ways. Whereas the collective fields provide al-
most all of China's grain, the private sector provides the bulk 9§
the peasants' vegetables and meat. This is reflected in the saying,

"For the bottom of the pot rely on the collective,
For the top of the pot rely on ourselves,’™

The private plots and other private activities are also the peasants’
most important sources of cash income. At the end of each harvest
each household's cumulative workpoints are computed and the family

is paid both in kind and cash. Payment is in kind first, and each
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family is guaranteed its staple foodstuffs.9 After deducting the
cost of these staples, .a household may not even be entitled to any
cash, especially in the poorer districts. Even in prosperous
teams there are usually households whose working members are so
weak or have so many mwouths to feed that their rights to grain
allotments actually exceed the household's earnings from the collec-
tive. Such households not only receive no cash they become ”over~
'drawn households” whose debus to the team wxlT ‘have to be made up
in future years. Such families depend entirely upon their sidelines
for cash. And even the comparatively well-off peasant households
do not have much ready money to meet the costs of a family funeral
or a son's wedding. On such occasions, peasants sell what they
jokingly refer to as their "piggy banks" -- one or more of their
hogs. For all peasants, prosperous or impoverished alike, a second
| rural saying also applles

”?or'eatlng rice rely'on the collectlve,
For money rely on your sidelines''.

Partly because of the government's own pricing méchanismé~aﬁn§§f
which ﬁost of the collective grain is sold cheaply,
while vegetables procufe far better prices -- the peasants can garn
considerably more per hour from their private endeavors than ffq@
collective labor. All told, a quarter to a third of a Chen Villggg
family's gross annual income (including both kind and cash) dgriy§§
from the private sector.lo In poorer villages like Lee Eamily
Village and Ling Hollow, where the earnings from the collective
fields are far lower than in Chen Village, up to a half of the family
incoﬁe derives from‘private activities.

Though the private sector is an indispensible part of China's

agricultural economy, it inevitably impinges upon the productivity
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of the collective sector. This can be witnessed graphically in the
expansion of private.acreage. It is to the advagtage_of the state,
the éollective, and the private household to put under the plough as
much cultivable, even marginally cultivable, land as possible. Pea-
sants therefore are not discouraged from expanding their private
plots by reclaiming odd strips of fallow land or semi-arable hill
slopes.ll In Chen Village about half the families regularly do so.
But' the numbers of these ¢leared patches ténd to grow over time,
diverting some of the peasants' attention from their collective
work. So abou@?&@ery three vears all of the new plots are confiscated
by the Chen Village Party committee and incorporated into the pro-
duction teams' holdings. Moreover, in the words of a former Chen

Village cadre,

“The peasants know that any person's energies are limited,
and that if a farmer is so energetic on his own land then he's
sllghtlng the team's land.. :So anyone who ‘goes. beyond accept~ "
able limits in- clearlng new plots becomes a target (for public
Crlthlsm) in his production team's meetings, in Mao Study
classes’, and on the village broadcasting system. So, few
people dare to.

.The teams also resort to economic sancﬁibns against membéfs
who stay at home too much on private business. If a healthy peasant
in Chen Vlllage shows up for work in the collectlve fields fewer
than.28 days in a month hls or her graln allacatlon is cuﬁ off.
All told, the price of black market grain is too high (and the re-

sentment of more consciencious neighbors too severe) to permit

much absenteeism,

some
But\peasants Eéce temptations at work to conserve their ener-

gies for their private undertakings. "In Chen Village,

"There's grass on the mountainsides that can be sold
to the village brlckworks for 2.8 -‘Yuan per 100 kilos.
In a good year you'd only earn 1 Yuan for a whole day's
collective work, while some folks can cut up to 100
kilos of grass in the same day. As soon as collective
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work stopped for lunch, (some of our team's members)
would immediately clamber up the hillsides, running
-along cutting grass fit to kill and stuffing rice-
cakes in their mouths at the same time.... When
collective labour resumes, they're pooped and so
relax in the fields a bit by working at a leisurely
pace. Then through this, they recoup and go off to
work at their private stuff, such as more grass
cutting, when the work-day ends."

The state periodically reacts with campaigns to tighten the
refgns on the private endeavors. These campaigns usually are
bécgeaib§ iaeélogﬁéé émong the éérty leaders, who have al&é&s
worried that private undertakings encourage a selfish "small
producer mentality" among the peasantry. But some of Chen Village's
cadres ,withianinterest in boosting their production teams' produc-
tivity, have been willing helpers in pushing such campaigns locally.
During one such campaign in 1969-70, lunchtime and after-hours
grass cutting in Chen Village was temporarily banned -- at local

initiative. A

ﬁowe&éf;‘thé 1ést majorféampaign of this t&ﬁe; the Line Eduéa4
tion Campa;gn"gf 1975-1976, was removed from local cadre hands.
The higher authorities wanted to be absolutely sure that tough new
measures were put through. Workteams of officials sent from above
momentarily took over the villages. -In Ling Hollow, a cadregworkteag
established a sﬁpervisory system fhat stipulated that the private |
sector no longer could comprise more that 40 percent o% a peasant
family's gross income. 1In Chen Village, the peasants no longer were
permitted to raise more than ten ducks, whereas before the campaign
each household had raised twenty to thirty. And henceforth in Chen
Village "if you were out of money and took leave from the fields
for a day to cut grasé you'd be fined 5 gggg.“

But such restrictions could not resolve the inherent contradic-

tion between the private and - Tlective sectors. The various re-

-
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strictions simply depressed rural incomes; aggravated the shortages
of poultry, meat and vegetables in the urban markets; and through-
out China generated intense dissatisfaction with the radicals.
Politics and economics demanded that a new balance between private
and collective be struck. After Mao's death and the purge of
the "Gang of Four' in late 1976, the new leadership in Peking
(Be;jing) was quick to encourage private sideline production

once nmore.
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IIT1. Marketing Farm Produce

The government has faced‘maﬁy of the same questions in its
rural marketing policies as in its policies toward agricultural
production -- how to exert controls without adversely
affecting the coliectives' and peasants' incentives to produce. How
much success does the state have in maintaining this balance?

.. ALl rural products. have been divided by the state into three
categories:
(i) Class I commodities, where distribution and sales
are completely controlled by the state. These

commodities circulate in the second economy only
illicitly. This usually includes grain and vegetable oil.

(ii) Class II commodities, where the state sets delivery
quotas, but where the product legally can be sold in
the free market once the quotas have been fulfulled.
This includes pigs, poultry and certain collective
subsidiary crops like sugar-cane.

(iii)-Class ITI commodities ‘such as vegetables. and.
’ _handicrafts, which.are not subject to any quotas -
and enter- the second economy freely.

A Salesvto the State

Though the state provides legal choices for Class II and
Class III commodities, the government always wants to channel more
-of these products into the first ecédnomy. " Yet = the prices
offered by the state almost invariably are lower than free market
prices. The state therefore finds ways to make its own terms more
attractive or, alternatively, reduces the ease with which teamsg gng
peasants can sell their production privately. In the following |
pages we shall observe how the teams and peasantry react to the
choices and constraints they are faced with.

Take for a moment the case of grain, a Class I product. Even.

though the state offers a price 50 per cent higher for surplus
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grain than for quota grain, this price is still only half the
black market price -- and less even than the earnings from raising
livestock on the grain. But petrézéhemical fertilizef is in short
supply in China. Most of it is rationed to production teams as
part of their annual plans; and a team cannot simply go out and
legally buy extra amounts even if it has cash in hand. To induce
teams to sell more of their surplus grain to the state, therefore,
‘the governmént offers fertilizer ‘coupons as bait. Note that this
fertilizer is not given free; it still has to be paid for by the
production team at the normal prices for fertilizer. It is a
very advantageous arrangement for the government. It can offer lower
prices and still compete with the free market simply be wielding
discretionary powers in allocating needed supplies.
But the local state procurement agents must still operate in
._lineuwithamatkecwﬁorées; - LE afcertain“vegetable‘isvin.shOft”Supplyfff
Vthe“market~towﬁ.“§ﬁpp;y and mgfketing cooperétive” (the~néme .
in China for the state's local-level procurement and sales agency)
musf”f;isé ité'pfice aﬁa-offéf'méfe'féffilizér'coﬁpoﬁs. if the teams
and househoplds respond by stepping up production of that vegetable
on their team fields and private plots, the prices and terms drop.
Péasants ;na'procufeﬁént officéré engage in calculations that would
seem familiar to Western farmers, always trying to foretell the
price fluctuations of the market. “
Chinese market towns even today have special market days --
every third, fourth, or fifth day is a market day. On these market

days, each production team will dispatch one of its members to
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If this
sell its produce./ produce is in abundance, the office will be

particularly strict about the ‘qualitys so at such times it makes
a big difference for the production team if the team's salesperson
has good personal relationships with the procurement personnel.

A former team salesperson explains,

"The team let me go to sell vegetables because 1'd gotten
to know the people at the supply and marketing cooperative

wxery well., - Because of this relatlonshlp they weren't choosy
with the Vegetables I brought in. If you didn't know them
they could give you a hard time. Sometimes, when it was a
busy agricultural season and everyone in Chen village was
working their butts off, I could just take my bicycle and
vegetables out to the market Some people really got jealous.
'You, a rich-peasant son, yet you have it easy.' But they
had to let me sell the vegetables because they knew that when
I did no one picked and chose. Ha,ha! If not, the people
at the office really examined the vegetables one by one. One
way I got to know these people well was by doing things in
return for them -- I gave them some left-over Vegetables
sometimes. But then this is normal social etiquette.’

To dlspose of the bulk of his rejects the . productlon team sales—
-person next moves down the,road to. the free market and\sells at

whatever prices the market can command.

B. Fiee Markét“Sales

On a market day, each of China's 33,000 market-town free
'markats“a;e jammed with sellers and customersqleeasants congregate
on such days to make their personal puféhases and sell their own
surplus produce. A certain village may specialize in breeding
calves or piglets or ducklings. A team or household may have ‘gome
chickens for sale. Most of these transactions in the free markét;
are haphazardly taxed. A '"market control corps' circulates the
market, guages by eye how much each hawker is selling and writes
out tax slips. But the corps is especially on the looﬁwout to
ensure that all the private sellers have already met the state's

household procurement ¢ -as. The state requires every peasant
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household to raise a given number of pigs and poultry to sell at
the state procurement office each year. Only then is the family
free to consume or dispose of its extra livestock.3The state tries
to compete against private buyers for this surpius livestock and
for the peasants' private vegetables, and again the state resorts
ﬁo chemical fertilizér as an inducement. For each non-quota'ed
duck, the peasant will receive his cash plus a coupon allowing him
to buy say, a half kilogram of fertilizer. A peasant must always
decide -- does he prefer the extra money from
the free market or does he have greater mneed for a bag of fertilizer
for his private plot? By value, nearly a quarter of all the products
bought by the supply and marketing depotsvcome~from the peasants’
private sidelines.léBut the peasant more often opts for the free
market. Much of these private sales and all of the peasants' home
consumptlon go unrecorded in natlonal agrlculturéi statlstlcs
" The peasants face numeroushxestrlctlons though that keep

them frcm doing as well as they would like to in the free market.
The state wants the second economy to.be kept local and small-scale,
and so specialty products of an area usually are not permitted to be
sold across county boundaries by either teams or households. More-
over, to prevent the peasants. from flocking into the better priced
suburban free markets, only the teams and peasants who reside within
a metropolitan county are allowed to sell any produce there. Peasants
resort to both legal and illegal means to get around these restrictions.

As a legal strategem, they may bring their produce to huge |
unregulated free markets on the main roads just beyond the metro-
politan boundaries. Urban residents flack there by bus on their

days off to stock up on meats and vegetables. Peasants who are

enterprising sometimes also circulate within their own county
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buying in one market town one day and then re-selling their
purchases the next day at higher prices in another market. In
the early 1970s, some counties iziChina.synchronizéd the market

days throughout the county  to curtail this '"'bourgeois" small-

scale profiteering.

C. Illegal Marketing and Smuggling

More llllCltly peasants can try smug ling produce across
'county lines or can do black marketlng in Class I Commodltles
These illegal activities are more common in the poorer districts.
There, as we saw earlier, peasants cannot easily make ends meet
if they adhere always to regulations. As just one example, our

respondent from Lee Family Village recalls:

"Up in the hill country livestock sells for less. So
people from our village would climb even further up into
the back country, buy things like chickens. and cows, and
..sell them in the rlcher districts. or .even-.in Canton ~This. .5 -
"Kind of thing isn't easy. During the day there'd be Market o
Control  Corps personnel guarding the paths out of the hilly
regions. So we'd do our bargaining for the produce during
the day and secretly bring them out at night. It was risky,
because the .terrain is rugged and the back paths slipperyv.

-A1l over Guangdong province, once the sun goes down, people
are on the move!"

Lee Family Village sometimes engages collectively in such smuggling
- and-black marketeering. The village's main marketable product 'ig =~
timber from the surrounding hills. To conserve the forests, the

amount that legally can be felled is regulated by the state.

"But the peasants didn't care. They just sawed them into
short logs, bundled them up, and tried selling them far

away in places not near any hills, where people would buy
wood at high prices. So at night we'd cycle out secretly

to these places with the wood on our bikes, to escape being
caught by the people in charge of forestry. We usually went
in groups. All the labor power from each family would be

mobilized, including the team cadres and even the village
heads." '

In the poorer regions, the higher officials
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frequently turn a blind eye to even these large-scale violations.
We have no evidence that bribes are either necessary or normally
expected. It seems simply to be accepted by local and district
authorities that the peasants' livelihoods are at stake.

In these poorer districts the authorities
similarly tolerate the black marketing of grain. One interviewee
frequented a large market town at an intersection between a rlch
district and a poor dlstrlct where black-market graln was sold
openly. In the relatively prosperous districts surrounding Chen
Village, the peasantry engagé in far less illegal activity; they
feel less need to.

Even in the better-off districts, though, the consumer goods
shortfalls of the first economy and the restrictions on private
long-distance trade has given rise to small-scale smuggling and

wprofiteering;frA;governmentnradio”brdadtaét.reCéntly"cﬁmﬁléined;”*

“Commodltles produce& ln«dxstant localities are sold at
local fairs for big profits. Instead of selling self-
produced commodities or commodities consigned to them

for sale at local fairs, some people buy commodities

from traveling merchants from other provinces or localities
or from illegal local peddlers and sell them for profit

at the local fairs. For instance, a thermos bottle

priced at 1 yuan and 41 fen in state-run stores is sold

at fairs at. a price 99 .fen. above. the state price. One

such fair stall made ne§"Iy 900 yuan. in profit on sales

of thermos bottles alone 1in only a few days...People

have acquired filter cigarettes from stores by improper
means and have sold them at fairs at much higher figures
than the purchase price. They have also bought trousers
that were made over 10 years ago in Shanghai and sold them
at a net profit of 5 yuan per pair. Sunflower seeds bought
at 50-60 fen per catty from Jilin and Heilongjiang provinces
are belng "sold at local fairs in Liaoning province at 1.3
yuan per catty. Yet no action has been taken against this
speculating and profiteering. Market management departments
have shown an indifferent attitude toward these activities.
leading organs have made no arrests.

The very existence of the free markets has always bothered
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the ideologues in the Party. They argue that the  peasant free
markets inevitably become '"sprouts' for .this type of trafficking.
Before Mao died, bolitical editorials in the mass media sometimes
referred to the peasant markets as '"capitalist free markets' and
"tails of capitalism'. Hence,when the radicals had a hand in
national policies in the early and mid 1970s fewer types of
commodities were allowed to be bought and sold at the markets.
Moreover, ceilings were sometimes placed on the prices that sellers
could demand; for a while at the market town nearest to Chen Village
procurement
produce could not be sold at more than 15 percent above the state's /
prices. At two other villages in our sample, peasants and teams
no longer were permitted to sell at all outside their own local
market town. In some places, according to press reports, free

markets were closed entirely. The results were disastrous

In Guangdong prov1nce - and much of the rest of\Chlna T
nthe 19703 was' a decade of agrlcultural stagnatlon _ In these
" circumstances, the perlodlc campaigns agalnst excess privéte
production and the.clampsgéutvon the free markets simply exécer-f
bated the shortages of foodstuffs available to shoppers. Black
markets flourished and the prices on them spiralled. "It is not
possible: to 'stop (private)  trading,'"'a local official recently
was quoted. 'We did ban it a few years back, but that only drove
it underground and gave the green light to capitalist practices,
A black market came into being (sic) and piglets were being sold
at twice the price over those sold in the open market”.® 1In “
Chen Village's district, black marketed vegetable o0il rose from
about Y1.50 at the beginning of the decade to Y5 by late 1977.
Black'marketed rice -- always sold discfetely in this’district,

through private introductions -- almost doubled in price between
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1974 and late 1977, from Y20 per 50 kilos to ¥Y35. The chief
sufferers in the countryside were impoverished villages that
were short of grain éndAoil. | | o |

The post-Mao Party taok steps to reverse these trends. The
re-growth of free markets officially is being encouraged, and
even grain and other Class I produce can now be bought and sold

legally in these markets.l/ Moreover, the new state quotas on

grain in 1978 purposely left more grain than usual in the peasants’

hands. For the first time in years, hence, privately traded
grain-prices have declined -- in the government's estimates, by
some 20 per cent nationwide between mid 1978 and mid 1979.18

The proponents of the "Four Modernizations" have decided that
if you can‘f lick 'em, join 'em. Throughout 1979, the national
press described one sector of the rural second economy after
.., another as "promoting socialism’. ..

p
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IV. Village-Owned Factories and Middlemen

Whereas a ‘‘prciducti_on(teau'n"x iétuSually a hamlét or the neigh-
borhood of a larger village, the village itself (or a cluster of
neighboring hamlets) is called the "production brigade’. The local
Party branch is organized‘at‘this "brigade' level, and it is the
brigade which oversees political campaigns, runs the local primary
. school, and establishes and.operates. the small village factories
and repair shops. Under the slogan of ''self reliance'", the govern-
ment has provided relatively few loans to start or expand these
village industries. Instead, a brigade has to rely on its teams
for the initial investments,

In Chen Village (population 1,200) the brigade leadership
suggested in 1969 to the heads of the village's ten production

teams that Chen‘V;}lgge g;eaﬁlngn;ayge igs:bxﬁgkwqus.: The teams _
':ag?eed, éﬁanééch EéamAput‘uﬁ';n,é4ual-éhare of the céﬁitél. The
brigade level remained the>grickwork;sfowner,.but in feéiprocity

for the teams' funding, the brigade Hhad to'allocate'féctory jobs
equally to each team. The teaé%sgained modestly through a
direct share in the profits. 1In a variation on this theme, in
’Ling;HéIlow:EheAﬁoré ?foé@erbu51teamé;‘witﬁ'gréater'fuﬁds"ét”théir.hﬁ
disposal, were asked to contribute more, but in return they acqgiy@d
the right to fill more of the factory slots and received higher divi-
dends. In brief, agricultural surpluses get shifted into loggi
rural industrialization in a fashion that recompenses the agri-
cultural sector.

The products of these village industries may enter the first
economy if the brigade chooses. Bﬁt it is cdmpietely legal for

most of these factories to operate entirely in the market economy.
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The brigades may sign contracts with other plants, or sell privately

to other collectives or individual households.

For some products, a peasant village may have difficulty £find-
ing its own customers. Our interviewee from Ling Hollow served as

accountant for his brigade's new tile works, and he explains how

it was done:

~."In the streets near our county supply and sales headquarters
you can find middlemen who make a living on commissions. The
state bought tiles but the price was low, so we preferred the
middlemen. These people have a lot of connections, a sweet
tongzue and know how to socialize. So we went to them. These
middlemen would go to a lot of units asking whether anyone
needed tiles. This kind of middleman does very well in China.
(But) these middlemen use a lot of money. They need a lot for
bribes and entertainment, exactly like in Hong Kong...If they
came to Hong Kong they would do very well here..."

"'Some are officially licensed by the county to

do such work...(Yet) most operate illegally, and the state

tries to catch and prosecute them -- makes them give up

their money, confess, and reform....(But)how do they
<. (usually) get away with it? Both the sellers and buyers are.
breaking the law -(as accomplices); so they don't dare turn
‘them in. Factories like—ours really need them to promote
.sales in unfamiliar territory. In fact, a factery likes

ours often has to plead with them to take our goods --

has to wine and dine them.

"They won't normally dare touch Class I o

products. They deal occasionally in Class II products,but
mostly in Class III goods like our tiles or collective
sideline products such as bamboo shoots and medicinal herbs.

- And - they also deal in- repairs. If your  tractor breaks down
and local state maintenance people can't handle it, one of
these people might show up and say, hey, I can get this fixed
for you right away for a measly Y500 (which is more than a
peasant earns in a year). Then he brings in a mechanic f;gm
Canton or somewhere and gets the job done." 19
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V. Procurements -- The Chinese Version of 'Blat'

Most often, the brigade's major headache is not so much how
to dispoée of its products. Rather if is how.to procure thé capiﬁai
goods and spare parts that the village needs. Many of the industrial
gogdg usefu;”for:rural‘ﬁevelopmen;,purposely are sold by the state
at prices well below what the market could bear. But one untoward
result is that the demand for tractors, water pumps and even nails is
.far greater than the Chinese industrial sector can supply. Such
items are rationed. Local units in desperate need for an item such
as nails have to goto-alternative unofficial channels of supply.

The village may pay extra on the illegal black market; or barter
goods with other production units; or establish informal connec-
tions with supply warehoﬁse officials, someﬁimes by plying them
with presents or favors.

"Blat" is the Russian practice of using.pérsonal,ﬂpullﬂ:anda:
;faﬁdréwtréding”té oﬁtaiﬁ éd@ﬁnditiés and sérviéés to_whiéh,a péréon “"
or orgénization is not iawfﬁlly entitled.?® This ﬁérm ”élég” has its
counterpart in a Chinese term -- gténxi.(connections). Guanxi is
as widely practiced in China as blat is in Russia -- and indispen-
sible for the Chinese economy's smooth functioning.

In Rﬁséié; éigg;hés,given fiéenfo‘a>ty§e 5f éeégonnél knowq ééﬂ

the "tolkach", or "pusher" -- someone who pushes for the interests
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of his economic unit. In China, too, the need for connectigns and

favofé-trading has spawned the "procurement officer". The imﬁéxmél
procurement of scarce materials 1s so crucial to the rural economy

that the Chen Village brigade and most of its ten production teams

have their own procurement officers.

In the villages the people who often are best placed to estab-

lish guanxi are the urban youths who have been sent down to the
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countryside. The fathers of some of these youths are men who can be

of - help to a village. One pertinent example is a young settler in
Chen Village whose father works at the county railway freight yard
devising delivery schedules. Playing upon his father's position,
the son was able to build a guanxi network of considerable value:
"I went to the county resources bureau for nails. I

knew the people there. They're friends of my father.

When they want to have things transported they go to my .

father, and when my father wants something, he goes to

them. When I was voung he used to take me around with

him to tea-houses, and so I got to know his friends.

Now, when I see them, they will say: "eh, this is so-

and-so's son!" Then I can go right ahead and ask them:
M'eh, you have any nails? Now, come on " It's

........

based purely on these social relationships"

But any procurement officer will have to establish good guanxi
at a Qéry extensive range of agencies, and family connections will
not always suffice. A successful procurement officer, like the
__Ru§si§nwtolkach,,mustﬂalsq-be;outgoing,gent;epfeneuréal?wpushY3 an: -
insisﬁeﬁ;'bargaiﬁér,“a Sweet-t§1kér'whén neceéS@ry;'nét too;h;ghly
principled,1a praomatlst who gets things done and is W1111n0 at times
“to take risks. Our lnterv1ewee had been able to draw upon all of

these peréonality traits.22

It can be an enjoyable Job at times, since a Drccurement oﬁflcer
(llke a Wéstern busmness executlve) sometlmes also finds it pays to
mix pleasure with business. He must know how to get a valued sup-

an expensive,
plier into an accomodating mood during / lunch or dinner out on the

town -- and at his own unit's expense.

Because good procurement officers are invaluable to brigades
and production teams, the brigade and team leaders may also grant
them other types of special privileges. Our interviewee was provided
with as many workpoints as the‘strongest and hardest working peasants

in his production team; and every time he went on a procurement mis-
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sion he also enjoyed a subsidy of an extra half day's income. When
not on errands he was supposed to work in the fields. But he normal-
ly came late to work and took off for afternoon naps. The other team
members were not willing to complain to him too vehemently about this,
though, since he privaﬁely could help them get building materials:

"I'd file a false report at the county resources depart-
ment claiming the production team needed, say, cement des-
perately. Best of all was to declare that the team needed.
more storage houses for the state's grain, or needed cement
for building concrete drying yards for the grain. Actually
our team had enough storage space, etc. But through my

uanxi I'd get the material to build private residences.
Without resorting to these illegal means there was mo way

to build a private house in the village. Materials were
simply so scarce."

But for important deals a village needs more than a well-
connected and clever procurement officer. It also sometimes needs
to bargain from a position of strength -- through scarce re-
sources of its-own.. Chen Village holds two-goodczrds inits hand, At
"itsioﬁﬁ'diSCfétion the Viliagé?bén sell timber from its reféfested
| hillsides to other VLllages or county factorles and ;imber is in
short supnly in Guangdong provxnce The bricks from the village‘
brick kilns are similarly at the wvillage's disposal;. and bricks, toa,
are in desperately short suoply ln Chen Vlllage s county. A ﬁor@ﬁr
Chen Vlllage reSLdent exnlalns ”

"Units without their own brick sources will send someone
to Chen Village to negotiate. Selling bricks to whomever -
the brigade wants offers the brigade a certain power. It
can get stuff otherwise unobtainable. The brigade may not
even sell the bricks, but instead engage in a fair exchange
(gongping jiaoyi) with a unit which has something Chen Village
needs. It might even involve a three-way exchange -- giving
our bricks to a village that produces something that a fac-
tory somewhere needs, some factory with a product that Chen

Village needs. These deals and sales qan be very complicated,
much more so than just that.

Often there is no bartering at all; Chen Village simply sells its

bricks as a 'favo'
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"We can use most of our bricks in our own village. Why
let other villages have them when we need lots of bricks
ourselves?...But the village production head and village
Party.secretary let their friends buy our bricks. After
all, these friends are fellow cadres whom they meet at
meetings at the commune market town. If we let them buy
bricks they'll be appreciative, and that type of guanxi
will prove helpful to our village in the future’.

Such local guénxi.networks’someﬁimes are needéd simply as the
first steps in intricate trade-offs that can reach extraordinary
lengths. Thesgigade easier by the existence of second-economy
trade centers -- the teahouses. They were frequented by the
leisured gentry before the Communists came to power. The govern-
ment kent many of them open, and their best customers now are pro-
curement officers and middlemen in search of deals. 1In fact, dif-
ferent ‘Canton teahouses are known td épéc1alizé'1ﬁ“déé1é‘fofwaiﬁ?swx
‘ﬁeréntQéateéériésiéfiéfééuéﬁéj\" - “ :

'A,Chen Villgge procurement officer may wg¥lvhav§,vis%ted-the3e;
teahouses Qhén Cﬁen Village needéd a large motér that was not a&ai—
lable through official allocation channels. The brigade-level pro-

_curement gffiger -~ the son of a former Canton businessman .-~ had. .
learned that his best source of supply was a Shanghai factory. Thisg
factory illicitly had shifted part of its production into warehguggég
80 as to be able to sell or barter motors discreetly. But the Qﬁgﬁ/
Village procurement officer first had to find someone in his owﬁ -
province to whom the Shanghai factory owed a favor -- apparently

the procurement officer of a provincial factory or a provincial

official. He then had to figure out if any units or persons who
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were already in Chen Village's debt had a product needed by the
procurement officer or official he was wooing. If not,yhe needed
to set up the appropiate intermediate barters through the teshouses.
Finglly, carrying with him an appropriate letter of introduction to
the Shanghai factory, he traveled the thﬁusand miles to Shanghai to
negotiate the actual transaction.

These types of informal tradeoffs are illegal but are permitted-
to operate fairly freely by the government so long as the individuals
involved do not benefit privately from the transactions. In fact,
Chen Village's procurement officer needed and received a travel
permit to get to Shanghai. O0fficials realize that without these
informal deals production in China would be snarled by the rigidities
of the official allocation systems. As a factory in Shenyang re-
cently complained,‘ ’ | h _

n ""‘;q%éﬁé;ﬂ-éég4gnif”ébsﬁﬁ«25% of’tﬁé céméﬁt we need and

have to obtain the rest by ourselves. How must we obtain

it? By bartering or by buying cement of inferior quality

at high cost.f 23 | | ‘ ‘

The gévernment élso knogs, howevef, that the shortage of materials
in the first economy's pipelines is exacerbated by the very fact

that each unit needs to barter and to hoard materials for a rainy
dé§,< But periodic go§ernment campaigns to raid industrial ware-
houses to reduce the hoarding has done little to relieve the funda-
mental problems. Once again, the government has decided recgp;ig
that if you can't lick 'em, join 'em. If the bartering is ne@é&S&IX,
let it be done openly -- with greater convenience, less expense,

less need to hoard and less chance for corruption. As one example,

"Supply departments in Jilin city have taken measures
to regulate supplies that have accumulated in warehouses
by calling a comprehensive supply exchange meeting. At
the meeting, a total of 2,610 contracts were signed in-
volving ¥25.18 million {about U.S. $18 million). 308

units in the city participated.''24



28

But for the foreseeable future, illicit deals probably
will remain far more common than this type of aboveboard bartering.
In most respects, the government continues to force units into
these backdoor trade-offs and guanxi networks. As one very per-
tinent example, rural collectives were totally excluded from Jilin
city's '"comprehensive supply exchange meeting". It is doubtful

if the teahouses of Jilin have lost much business.
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VI. Second. Economy Workers

The final major way in which the countryside enters the
second economy is through itinérant work and 'black labor'.

Like the other aspects of the second economy that we have touched
upon, (i) much of this activity is perfectly legal, (ii) much of

. it is discouraged by the state even when legal, (iii) some of this
labor is distinctly illegal but tolerated by authorities, and

(iv) certain types of black labor incur criminal penalties if
discovered. Largely these second economy jobs f£ill in the

cracks and crevices that are difficult for an administered economy
to cover effectively.

Perhaps the most obvious exaﬁples are the itinerant rural
craftsmen and peddlars‘f- ?he mgnderﬁigﬁvgotsvaéd pans, knife
,ériﬁdé?é;vbéfBérs;:candy veﬁdorsaand other peddlers.zs Toxsﬁbpérﬁ:‘
théir ﬁrédés, theY‘muét make a circuit of large numﬁers of villages.
But the Communist government does not want'ffee—floatiﬁg'operétors:"
So the itinerants are all required to belong to an agricultural
production team in their native village and must strike a bargain
with their' team to teéeivé“certiﬁiéatés'édthétiZingAfhéirutravelé:
The production team usually demands a fixed sum from the itinerant
every month, and everything above that becomes the itinerant's
persorial income. In return for the monthly sums given over to the
team, the itinerant also receives a share in the post-harvest di&ision
of the production team's proceeds.

But the individualistic and profit-seeking nature of the
itinerants' work still runs coﬁnterwto Party ideology,and during

radical periods such as the Cultural Revolution and the mid 1970s
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they came under attack. Itinerant trade was forbidden in some
rural districts, and in others the range of permissible services
was reduced. As juét one example, during and after the Cultural
Revolution Chen Village's carpenters were confined to the village

and became fulltime brigade employees. But the new system did
not entirely satisfy either the carpenters or the private needs

of peasants: 'So after work they still carry out their own side-

line work. If a carpenter makes a table for you and ibuAgive

him some money, who's to know?" ‘

Though the state frowns on individualized labor in the second

economy, the government is more tolerant when the second-economy
work is collectively organized. Brigades and production teams,

for example, sometimes send squa&s of peasants -- entirely legally --
out to work privately for other collectives or factories. To
:avoidwdigrupting~ggrigulﬁu:al-prgduction;jthe gévarnméﬁtfsttéﬁgly'
‘préféfé“thgt thé§efsquéda;opér£€é~oﬁij'dﬁriﬁg éiagkjseééonsh.éﬁt,

very often a successful squad will contlnue its operatlons year-
round. One of our interviewees from Cnen Vlllage had belonged to

such a squad. It sought out construction work in the county towns

and arranged to get pald xor the amount of constructlon it accompllshgd
'By worklng furlously and puttlnc in over-time, each member of the

squad earned Y100 a month. {By comparison, the average urban factory
worker receives only about Y50 a month, and a Chen Village peasant
earns less that Y30 working in the collective fields.} But in an
arrangement similar to the itinerant peddlars', each squad member
had to contribute Y50 a month from his earnings to his production

team in Chen: Village. .
An interviewee from a village not far from Chen Village went

a step further. He got together with other peasants he had met
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on construction sites, and they privately organized their own
mobile work squad that worked at sites throughout the county.
secure the necessary certificates from his village he agreed to
send his production team Y75 every month. But as a member of
an experienced and skillful labor squad he grossed Y5.50 a day,
which left him with a very sizeable net income.

On the other end of the specffum from such free-floating
priva%e operations,‘a brigade—maﬁéged labor squad sometimes signs
a binding contract with a nearby industrial plant, railway or road
construction przgect The brigade gets paid directly for the labor
supplied. Butt/lsmay Stlll be second-economy labor -- and sometimes
illegally so. An interviewee from one of Guangdong's mountainous

counties provides an example:

"A mine was opened but there weren't enough workers, so
the mine recruited groups. of peasants from the.countryside
in order to meet-its quota. The workers recruited this way
weren't state-paid; in fact, they weren't even reported by
the mine. This kind of thlng is referred to as an 'underground
factory' even when it's at a state enterprlse and the labor

_ employed this way is called 'black labor' Those peasant-
workers drew their grain rations from their own production
teams. But sometimes, to encourage them to work harder, the
mine also provided them with extra grain rations that the
mine had procured illegally."

- From available information, it ‘appears that much of this
illegal hiring has little or nothing to do with corruption. As
in .some of the blat ghat we have observed, supervisory cadres
simply have to cut corners and enter into illegal acti&ity to
accomplish their own responsibilities effectively. But cases

definitely
occur where corruption and greed/do enter into hiring practices.
The very illegality of the hirings practlcally invites criminpal
abuse. Several reports in the Chlnesg mass medla are very much

in line with the picture that many Western
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gcholars have painted of the Soviet Union's second economy.

There is this example of contract racketeers:
“...there was not only an illegal surge of rural population
into the city of Yenan and its suburbs over the past few
years. There are also speculators and black contractors...
(who) privately undertook repair and construction projects...
Some of the contractors were criminals and bad elements.
They fearlessly engaged in corruption, theft, extortion,
blackmail, ,embezzlement of state funds, and enslavement of
workers.' 26

. The Chinese press customarily engages in hyperbole,but it is very
obvious that labor middlemen of an unsavory sort do ply their trade.

A second report from Yenan explains why such illegal contractors

had been able to flourish:

"“When erecting a factory building, the Party branch of
the city papermill used an illegal contract labor force
and protected and supported illegal foremen who embezzled
state funds (i.e. took a slice of the contract as a personal
profit?). The head of the mill Party branch and another
branch member took bribes and used their powers to serve
the capitalist activities of these illegal foremen, Thus,
the Party branch bécame - a protectlve umbrella for capltallsm
Some leading cadres-in . the city's Communications Admlnlstratlve
Center ‘regularly took bribes and supported and protected
" illegal contract labor and illegal transport!. 27
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VII. Corruption?

In'short, bribes—giving and various other sorts of corrupt
monkey-bﬁsiness do exist in China. But this is not equivalent to
saying that the Chinese economy, or the second economy for that
matter, are either rooted or mired in corruption. They may be; the
authors cannot claim any intimate knowledge about most regions of
China or about many important areas of the economy. But at least
from the perspective of Chen Village and other Viilages in our
sample, corruption does not seem to be a major fact of life. Higher
level officials do not descend on these villages demanding payoffs
to let second economy endeavprs continue. Nor are there any organ-
ized payoffs or official rackets within these villages. In fact,
there does not even seem to be terribly much individual graft. A
Chen Village official who appropriates team producemfor his own
anivaﬁe use. or. who accepts;giftssinmarkeduoutkfyfneighbors'as*‘
corrupt and faces the danger of‘dlsgrace or worse the ‘next tlme a
natlonal polltlcal campalgn agalnst cadre corruptlon erupts Local
off1c1als have become careful o

Peasants' complaints center instead on political abuses of
power by local off1c1als -- off1c1als who use 'clessnstruggle"u
Ncampalgns to "get' people they don't llke And ehe peasants do
complain also of the on-the-job 'perks' that some local officials
consider their due: that Party committee meetings which run inté
the dinner hour sometimes become excuses for brigade and team
cadres to snack on village fish; that commune officials always seem
to converge on the village on tours of inspection when the village
lichee fruits are ripe enough to sample. But the disdain with
which former villagers recount these various tales of "eating big

and drinking big" suggests that local officials are not expected
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to pursue these petty material advantages; their behavior is outr of
line with the Lmage of what a rural cadre should be Like. And as
noted, any v1llage offlcers who go beyond these occasional on- the-job
perks are in trouble.

If not principally corruption what, then, is the basis for
illicit second economy activity -- and why do local cadres sometimes
connive in it? As we have seen, the peasants and local cadres gen-
-erally approve of these activities as mnecessary elements of the
rural economy. Even when the ideologues in the Party leadership
fulminate against private endeavors and peasant markets, villagers
(though not all local cadres) view these undertakings as needed
supplements to their diets and incomes. Cadres and peasants in
poor districts see the government crop quotas as unfair impositions
that warrant their own concerted efforts at conceglment The ped-
ﬁdlers and the members of. lapor. squads almost.- cerualnly con51der
fuhemselves to be legltlmately and galnfully employed : SqmeVVLLLage“
factories commission lllegal middlemen and a great many village
,énterﬁriseé'eﬁgage in‘éeﬁiiegal barters and favéfs~%rading‘bécéuse‘
without these practices a village factory could not prosper or a
village economy develop.

"Wﬁeﬁiﬁiilégéfleadéré oftﬁroéﬁreméﬁtm6ffiééf§bléa§é:tﬁéi?‘Villag&»'
on trips, they do however, often take along a bit of the village'g
surplus oil and sugar as gifts for officials or county factory
personnel. The peasants may not particularly like it and may at
times even resent it, but it is part and parcel of getting things
done efficiently. If the 'gifts' are not of any large value, Chen
Villégets will condone them as merely part of the "human flavor"

I~

(renging wei) =-- the gracious favors -- that pave the way to smooth

guanxi relations. The peasants see a distinction between this and
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the '"eating big, drinking big'" of officials. The guanxi networks
help keep the wheels of the rural economy oiled when the first-
economy allocation systems cannot provide the needed supplies;
"eating big" is simply an abuse of authority. The two practices do,
of course, sometimes overlap or interm ngle -- and studies of the
East European second economies have not always bothered analytically
to separate the two. But .a story from Chen Village told to us at
a dinner party presents the distinction very nicely.
"Qur commune Party secretary decided to use the Party's
birthday as an excuse to have a cadre feast, and he went
to the commuse supply station to try to get duck eggs for
it. Ee was told there weren't any available. But he had
barely left when he saw another fellow leaving with a large
basketful. The Secretary went back and scolded the station
head: "Ah, so guanxi is more important even than the Party!"
It is probably an apocryphal story. The Party, not guanxi, runs
China. But all the former Chen Villagers at the dinner table

:fgriﬁned_bpoadly.__They appteéipatédfthe;punchline¢ .
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