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SOME PROPERTIES OF TACHAI-TACHING COOPERATION
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It is now more than a decade since the:'Chinese

press and radio have been_describing and fanning the
crucial point in the implenentation of the Tachai and
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Taching work ethic was, however, the Cultural Revolution
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tion appears "to have given-the country not only efficient
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indoctrinate a population is channeled to this end.”]
Tobin's fellow travellers to China, among them Wassily

Leontief, John K. Galbraith, Lloyd Reynolds, have written

simi]ar;,jfﬁcesugl‘observat-fions.2

Throughouc 1974 and early 1975 the Chinese press and
rad1o cont1nued to whxp up 1ncerest in the organ1zat1ona1

technolog1ca1, and other econom1c ach1evements of Tacha1

and Tachlng.? Conshder; for 1nstance, a monxtored broad-
¢, fe~yo Y
cast in Mandarln on December 15 1974 announc1ng proudly

ek ;P

a p]edge to 1m1tate Tach1ng by the Kalluan Coal Mine in
Hopei province.' Cons1der a Pek1ng rad1o broadcast the same

date 1aud1ng the results of a Kansu prov1ncew1de conference

r

in 1earn1ng from Tach1ng. Many enterpr1ses reported]y

formulated p]ans to emu]ate Tach1ng and as many as 432

-r‘f ||
advanced units and co]]ect1ves and mode] workers received
public honors in the process° In S1an, a Shen51 prov1nc1a]

broadcast the day before reported the accomplishments of a

RISEL Y

PR - ros : S O U S A

symposium}cp”ﬁearningﬁfrom Tachai in' the same vein of
STV EA . s ' o S S SRR

JJames ‘Tobin, ~-“The Economy of Ch1na A ToUrist's

V1ew,“',Cha11e e, March Rpril 1973, p. 22, “‘
1)!‘“44: A A

zwass11y Leont1ef “"Soc1a11sm “9n Ch1na,“ At1antic,
March 1973 John K. Ga]bravth © A China Passage’ (Boston,”
Mass.: Houghton MWifflin Cdmpahy,»fiv s ny Leontief,
and Ga]bralth vtsrted toql%her fdr two weeks 1n September
1972.. .
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partisan jourmalism.” HNot to be‘'surpassed”in ehthusiasm,

Peking Review opened’ theinew year 1975 giving plenty of

credit to the emulation of Tachai for "an all-time high"

of grain output ﬁ%51994 ‘that "topped the more than 250 -
million tons ofi 1973;"+ Balancing its economic news by cast-’
ing an: eye on:theidndustrial front, it emphasized equally
that2“The Taching. 3pirit has not only spurred China's o0il
industry on but- pushed=all dindustry ahead..." The average
annual increase.of:c¢rude o0il from Taching's wells since

4

its start in 1960 is allegedly 31 percent.” This feat

Tachai in arid northern Shansi matches. The year 1949

saw a measly grain output per hectare of 630 k1lograms per
year. But for the past three years even of bad weatner,
graln output exceeded 7 500 k1lograms a hectare. Tachai's

new]y appo1nted female admin1strator attributed this ach1eve-

ment to the Party s unceas1ng "work to revo1ut1on1ze people S
T

th1nk1ng."5 e S :;"%i;

3From Daily Report: People's Republic of China,
December 19, 1974, pages K1 and M5, and M2 respectively. .
This broadcast 1nformat1on service is published by the U.S:..
Department ¢f Commercé and will henceforth be referred
to as DRPRC,

44Pek1ng Review, January 3, 1975, pp. 8, 9, 16. See .

al§b DRPRC December 30, 1974, page K2,

.)‘

Kio'Feng“1fen, "The Tachai Road," Peking Review,
October 4 and 11, 19 74 5 ————




These f1qures the Ch1nese press probably exaggerates.

But evep a large rate of d1scount app11ed to them w111

-
‘!)al

leave 1mpress1ve rem1nders of success and caused Newsweek'

to take Ch1na out of the camp of poor nat1ons blighted by
the food shortage.6  Here are other corroboratwve data

s1fted by other sources that lend add1t1ona1 credence espe-

it d
c1a11y to the off1c1a1 qua11tat1ve re]eases, a recent one

being the thV1111n9 off1c1a1 announcement to the outside o
Lo bt
world at the conmencement of the current year. "China is

self- suff1c1ent in gra1n.“6

»Table 1;.;
COMPARATIVE GRAIN YIELDS jn 1971.IN.TONS PER.HECTARE

Rice . Wheat . Maize

Pepple's China . -

fachai, 8 tons\of combined grains 1nc]ud1ng m11]et*

h1gh Stable Yield Regions 4,2 2.9 -

In Other Areas 3.0 1.1 -

Average For Country 3.2 1.5 2.8
Japan ) 5.2 . 1.8 -
Taiwan @ - .isdr 13,4 Po2.8n -
Indja- (' ° o an 7 1.3 0.9
United States - 7Tdua o 25,3 ©o2.9%" 5.5
Indonesia™™ - - 2.4 ' qui’q"'%”ut
Bangladesh 1.5 - T PLrh G

*Ch1na Reconstructs, Auqust 39]2, p 141, other data
from Benedict Stavis, China's Green Revolution (Ithaca'
Cornell University China~Japan Prograpm, 1974), P. 4
Productibh:¥eakbook 1972 and 1971, FAO

; i

6See Newsweek (its Special Report on Food), November
11, 1974, p. 58; Feng Nien, "How China Solved Her Food Problem,
China Reconstruccs, January 5, 1975, p. 2.




“WH&t s Tachai and Taching cooperation and how might
it have contributed td’ these macroeconomic achievements?
These are thé ma1n quest1ons 1 shall d1scuss in this paper,

I should ‘1ike to add, However, another macroeconomic achieve-
ment related to our topic, namely, the e11m1nat1on of unem-
ployment. ""An’extmemely importanf‘pfinciple which Chinese
deve10pment exemp]1f1es," Mrs. Joan Rob1nson wrote fawrly
recently, @ that’ unemployment is not due to 'over-

populat1on “or 'lack of cap1tal ' but’ to the organ1zation

wlis

of society. If it is indeed true that China has eradwcated

unemployméni, that is a h1ston1ca11y momentous event in the

histery of the world. What is the evidence then for that

allegiﬁion?rf“ﬁeb§{1§ttle;5since the Chinese pnovfde us
with?fio "Rifd ddta and detailed statistics. Their press
méﬁéfy“ﬁéffsﬁﬁs*ddéiitat{VéTy“fhéé labor shortage in the
countryside “exisfs “and that one of Cnin;’slproudest moments

was the dffmfﬁ§€$6n~df’uﬁ%nﬁioyméﬁ€’5§°e£fly‘as'1953.3

%4 ,7)‘,.'3 ¥

At this state of our relative nescience of the Chi-

nese economy we can only put reasonab}eﬂfa;;h on the judgment

, "1 ¢ PR

7Joan Robinson, "Achievements of a Generation,'
China Now (London), October 1974, p. 2. .
See, €.4.

8 G., the unsigned "How Did China Wipe Out
Unemployment, 1né Reconstructs, March 1974, p. 31,
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of outs1de students‘of Cn1nese rea11ty Charles Hoffmann

accepts the off1c1a1 11ne on full employment but he dates T
it from 1971 9_ That year, marked a h1gh point in the rust1-,

fjcatjon of about ten m1111on educated youths and surplus

G0 RS

workers and 1n the promot1on of medium- and small scale

&

1ndustr1es 1n the rura] areas.l Tob1n offers ‘no dates but

i

assures us: "There 1s no unemp]oyment in Ch1na. The Ch1-
nese proudly make th1s c]alm, and I find it easy to credit "]0
A group‘of f1ve Ya]e econom1sts headed by L]oyd G Reyno]ds
sum up fhe1r f1rsth hid survey. of. Ch1nese agriculture in a

way. cons1stent w1th the fu]] emp]oyment thes1s “A]] in

rural sector were va11d. ISome of th1s employment to be_

.
*/'7 H

sure, has a ]ow y1e1d per man- hour—-for examp]e, creatxng
new land mjthﬂgreatAeffor; by carryjng,baskets of Farth from
some_other.area._ There 1s doubt1ess a tendency to treat the

ava1lab1e laPorLas an overhead cost and to regargm ny

wll

‘ addit1on to output as worthwh11e. In a way this paper

-Tf'§,\' Tt R '?p S0 f SRCE [ I T B N TR A

t0

gChar]es Hoffmann,’ The Ch1nese Worker (A]bany ‘State
Un1vers1ty of New York Press, 1974], p. 55.

]OTob1n,ﬁgg c1t., p.,éb{'fVTi-xfﬁ ?;wh:;:?hﬁ‘-<35y

q'];.loyd G. Reynd]ds "China's Econohys; A View from
the Grass Roots," Cha]]enge, MartﬁﬁAleqm3974, p. 14,



focuses on thlS last sentence of Reyno]ds by expand1ng 1t
i
analyt1ca11y 1n var1ous ways I sha11 argue that the con-

quest of the Everest 11ke peak of full emp]ovment does much

Ti:

to the re]at1ve enphas1s on co]lect1ve 'moral’ 1ncent1ves

over pr1vate mater1a1 spurs Yet 1nsofar as moral 1ncentives
R
are successfully st1mu1ated central]y in the work co11ect1ve

that sooner or Iater accepts 1t 1nterna11y, then that bo11s

iz

down to the treatment of each member as an overhead cost

D&

It fo]]ows from th1s that the aim of the Ch1nese co]lect1ve

>0 oy SRS

enterpr1se 1s the enhancement of 1ts total output curve or

the average product of the ent1re work1ng commun1ty.‘ But.

23

b

we ant1c1pate the f1na1 sect1on of th1s paper.

. The essence of the identicalreooperative work ethic
of Tachai and'Taching is collectiveimoral incentives, and-:
jts~nationwide implementation doés hot:mean"that.private '
material incentivesishould:be banished but: that they do not
predominate. It meahs that the:motive of:working more for
the community's sake than for oneself, or, which is the
same, working more indirectly forioneself by first.raising
the 1ncome of the ent1re co11ect1ve, have reiat1ve pr1macy.
Th1s relat1ve prwmacy over pr1vate mater1a1 incent1ves o
expresses 1tself the Ch1nese 1mp1y, by the abol1t1on of d

i

the pre- 1967 piecerates and re1ated 1nd1v1dua1 bonus pay-

ments for various aspects of production and by use of
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ega]itarﬁgh,wages;incompatible.with,an inherently inequali-

tarian:dabor market. 1In a country so vast and relatively

»degent@alﬁzed,;hotaeven"its central directors know the real

extent: and: depth.of the implementation of the Tachai=

¢~ Taching: work ethici.. I: can do no better than:echo.the con-
.« Sensus-among, visiters to. China that it is widespread; in.

- some impertant sense,- .Tobin's cautious assessment;: in his

'cftedﬁartjtle,pseems&fajr;u-“Chdha really is at. the begin-

unﬁnggpfman;éxperjment to see if. nonpecuniary;incentives i

can\be.substituted5for;substantial:incame differences as ,
ingucem@ntshforAhjghequality professiona],uscjentjfjc, and
administratiye~PErformance. - Of course;~the chapcesiof. ..

success are fac111tated by the state S control of JOb

a]locat13hs ;;:“. He was, 11ke most of\us, very "surpr1sed
at how eas11y and cheerful]y they acceptedhth1s fact of }T
the1r 11ve$;“and how 11tt1e va]ue they placed on the free-

s o I

dom of ch01ce they 1ack One after another simply sa1d

At ‘{ (RN Uit “ v
'I go where the state needs me most v

~
R

Ehbhaﬁfzing Co]ieetiyelépbts hy Ahb]ﬁehing Piebéhdrk

A1l wage: payment systems are, in. a general sense; "
material incentive plansi-~But industrial engineers iny
capjtaiﬁﬁsrcountrdes dofnoticustomarilyvcaiﬁupaYﬁbyathe;ﬁi

TO ced v has e s Yy oad T R R IS ST
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hour or day or month a mater1a1 1ncent1ve plan.;z' That

,.vl

term 1s usually reserved for plecework the counting of a

man's output and pay1ng him more money or less money,

S

depend1ng on h1s counted output Time rates of pay, ow
the other hand, possess a lower material 1ncent1ve value
than piecework because under time rates no d1rect relat1on
Vbetween p1eees of output and pay exists. The pay for h1gh
l:productiyity‘workers comes‘in the form of pay or merit
.ra1ses or 1n promot1ons none of wh1ch ensues 1mmed1ate1y

¥

or 1s certa1n. Also, pay ra1ses g1ven for product1v1ty

above convent1ona1 standards are usually small and they are

not pn;port1ona1 to measured differences in productivity
between workers. Because of these differences in the two
payment systems, 1ndustr1a1 engineers in market econom1es
often advocate p1ecework and other bonus plans finely tuned
to var1at1ons 1n1product1v1ty Thus Franklin Moore wr1tes
1n h1s widely used text: "Ht [consu]tant Phil Carrol]

(i

says [piecework] 1ncent1ve workers turn out twolth1rds more
than hourly pa1d men. This checks w1th my own experlence

years ago as an hourly paid employee, and as a pieceworker,
and later as a t1me study engineer. The men I worked with

wanted=to earn more money, and worked harder to earn more." '3

]2Frank17n G. Moore, Manufacturing Management, (Fifth
ed., Hbmewood I1linois: Richard D. Trwin, Inc., 1969), p.
443,

31bid., p. 444,



<1 The preceding, discussion.suggests that one indicator
of-the relative strengthening. of collective incentives is
the widespread elimination of indiyidua]Ty—centened piece
and bonus @gcgqtiwe;wr;Anhimggg@ant achievement of the.
Cultural Revalutionof ;1966-69 was such an abrogation of
Rrivate monetary incentives that.predominated in.the pre-
1967 economy.  ;ATthough this statement.applies.especially
to thq;@p@qstg&alnsegpqr,Jytﬁqpp]@@s %o -agriculture as well.
But in.a country as vast and necessanihy. imperfectly pkanned
from the center there is boynd tq be asegment 0f undatenr-

- ﬂ,i "ed S 12433 W“QSE pna,q,hse s -deviate, from central; .pobi C¥d
allor part, of the time.: Thus .the current mini-Culturalb-
Revolution that. began in late -1963 aimed at deepeningumbral
tneen;iygs‘@ng;prementingﬁbggksﬂjﬂjﬂg;exposed contrérngn

n-practises.. The Heilungkiang Daily -of March .6,, 1974, published

A poster from Harbin Railway workers criticizing cash. of
bonuses and leaders, who. restored them inlate 1872, . A -

.Agttgk{gublished jntthelAnhwei,Daily_qqmplaﬁnedfsﬁmﬁiarly

se, LeaM devised a system of amwards according .. .
" to Which a worker would be awarded one yuan
;v - for each prop recoyered, but would be fined ome

£15%

“yuan for 'each prop Tost. 1In addition, if the

PN I I
NN Y e

Cha e Weptire,mjmjngvteam”maet§ the State target for. . ., ..

recovering pit props, each member of the team
receives rich awards. When this system .was ...

dorit presisted. by us and rejected by the Huainan

",%%ﬂhnT%ibﬁl~?axty“ﬁbmﬁjtteﬁgandr¢he:Huaim@nfMining o
- Bureau's Party Committee, some of our leaders, !
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1nstead of cr1t1c1z1ng the resurgence of the

ot revisionist Fine, 'still hankered after this
system. They argued that although this system
Tooked “bady; 1t was 'in fact very-effective. Here
these leaders not try1nz to say that the workers
work simpky for money?

S o e e L-’Z
‘"L,i.‘-c; B {7 H

It is also worth our t1me to comment on the prevalent

G503 <X B

wage system 1n agr1cu1ture after the Cultural Revolution
B .il;'"a.:f o ~

of 1966-69 because confus1on anong wr1ters character1ze

i )1'}_:-';-~;T\ s H i 25

its descr1pt1on Freder1ck Te1wes, writing in the pres-

R . L SO
S_,‘i. S H =

t1g1ous Ch1na Quarter]y, th1nks that "piecework [in agri-

j ) W

culture] 1s Jsed where 1t can be read11y applied." He may

S R [

have been 1nf1uenced in th1s by the group of British
T H I S DL, T [ . K
eng1neers who reported “In the communes however there

appeared to be a s]1ght dev1au1on from the Marx1st Leninist

JD,J [ SRR R 15
abhorrence of p1ecework ..."

B H(}\ : N T
some degree of deta11 on the prevalent Job eva1uat1on

(RPN Y 1‘ ¥ .
methods used in Ch1nese agr1cu1ture 16

ST 0N H S5 )

Elsewhere I wrote with

I shall mere]y .

summar1ze 1ts conc]us1ons here. Two var1et1es of po1nts _
E RESTeEEEv I '

[N Bl g FOR R TN S AR I S

L JﬁAsgqupﬁedﬁ@;,Jengthudp Cixjna Now, September 1974,
p. 3. .

RO L

'155ee h1s-"Before and After"the Cultural Revolution,
in said journal, April-dJdune 1974, p. 338; Hugh Scanlon et al.,
Shop Floor D1scuss1ons British Eng1neers in China,

China How,. Apr]l May 1973, p. 3. L o

]6Roberto M. Bernardo, "Part1c1pat1ve Job and Enter-
prise Administration in China," from which unpublished
monograph this paper is taken.

_:':;,x
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systems provwde the ‘means for" f1gur1ng out’ basi though

5 "'.é'(U P
var1ab}e, t1me rates of pay for each farmer.ﬂ”Yhese two
8 ry
po1nts schenes are s1m11ar 1n 1ntent to the severaT
i

though formal, varieties of po1nt p]ans used by many large
~AmMerican-corporations for pricing its Mmyriads of intra-
factony ijebs in terms of .their respéctive basic timg: -4
rates ‘ofspay. -The-first points Wethod is the informat ‘and
participative ifixing of points and ‘its Flexible dppTication
of these rpoints-gradés monthly ror yearly ‘or more often b’
on.each farmer by mass-discussion.’ Jack: Chény who . §pent "
a year with a brigade in:1969-70 describes ‘the "gthepr s
syséemnnf‘fixing'wormwvdinttho:fhe.joﬁ;“ahd?nﬁ%‘tdﬁfﬁe?”’
mans ¢ "kn these caBESwedchtjobihadﬂif%fWGTk-pniﬁ% £ag““““V
fiXed*by:common‘agreement; andnenyoneVWhﬂVdidgfh&t“ﬁﬁﬁﬁ“**
would getthat number ‘of work-points." ' He adds:: "Upper -
Felicity had ‘tried itJOnce&But-foundfth&t“ﬁtﬁcaU§EH<%bb'*“”
muchpdichSSinﬁ‘andxwasté’oﬁvtimE»arquiﬁg”the merits of &«
particular job and the way it had been done. Like the
system used in Upper Fe]icity,,this system Jled tq(dVerage
able-bodied commune member earning around ten work- po1nts

:;a=¢ayvaadf 7. The f1x1ng of p01nts an'p1eces‘of<output,4m

Y N ; P

. R,
':;,-‘r,«;z froa ,"';m»“! IV IR R - R T
L ! Vo Ve ] ' VUL .).- f, i

17Jack Chen, A Year in Upper Fel1c1ty (New ¥ork
Ma£m1]1an Pub11sh1ng co 1973), p. 16




which would Have ‘Ednverted the points system into piece-

work, "i§ 'Wot ‘wideTy used:'

oyl

Extra §5$Tnd§iﬁyx€ffminating Piecework

Pt Lo e ‘ S ongs
_ig. - The p(%qqgggq_qf,the,Tachai-Taching work ethic and
the conggqqeqquiqespread:elimination of piecework, under
gﬂqqssib]*ﬂg@gg%eQthnesg,pigtorical conditions, generated
_Lgavin%%hqsEEQecgqllowing simplified diagram iuggests.
ThQ§e:sayin%§“§f9mﬁlqwer unit costs and greg%gr capacity
“Ei‘iQQFi%ﬂ i§f1nygd4jgiqnggo those that were reaped from

dﬁgbq%digmangling;gf a cumhgnsome piecework administration.

it OONS D LRGN S LD G ' o o
_ Figure 1
R SRR S SRV T o s 1
Cost per unit
f "‘1[; A _ -“.;:‘»\‘,l“ L
T
P \
s ,C' L \ \ (AR
NN
; RIEGD ! AN

B 111 T

SRR
~.
>~ T (T:Lme rate ]abor cost

per unit)

]
|

[ a . P ! [ { ». 100 Izw s
| (1 500) {, 800»un1ts)

Production as a percentage of the Standard
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Notz from the graph that the collective enterprise
sa?ed'ﬁotﬁfﬁé %ﬁ?rédudé&“direct laborKCBSt per unit abové.
the commonly agreed standard number df piecés frﬁh the USé
of piecework payments. Under the pre 1967 p1ecework system,
labor cost per unit remalned constant since totaT Tabor:7
costs rose proportionately with total outputs. For example,
a5wqrger,wi§@¢quaq§cﬁtima rate of .pay of 3.60 yuan per
day but-whose ,standard output or -norm is 15 assembled tables
per day is really~getting paid 24 yuanrcents _for each table.
Suppose .the .enterprisg now pays him.pigce wages .and that .
éausas-his motivatiemi to .rise as shown by .his putting -out
more ;speed, -accuracy, ;and .time worked. He might then finish
18 tables a day and thereby earns 4.32 yuan a day (18 times
24). The direct labor cost per unit to the factory remains
the same under both payments systems although our harder-
working laborer's daily take-home pay under piecework is,
of course, larger. The gains to the factory from piece-
work come from the more intensive emp]oymeﬁt of capital,

Unit operating overhead costs decline as these costs are

__spread oygﬁﬁaklarger vqume of products, boosting net income
[ T A C

disprob&ﬁt?&ﬁately. SuppOSe our p1eceworker in this example

=~ produces; below.the convent1ona1 standard ‘which experienced

[ 1}

time stuéy ana?ysts can set w1th a surpr1s1ngly high degree

of agreement.: - Yndee: pweceuerk labor cost per unit to

CRRERS 2 KOS T R A I 100 M £ S TN RN R <1 2} T
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factory does not remain symetrically constant in the graph
bdcause there were reduced daily-wage guarantees made to
pieceworkers in. the pre-1967 system for performance belok

the standard.. -

How is the standard output set for each given job?
The state of techno1ogy determ1nes the standard number of
pweces and, g1ven th1s, industrial engineers set it so as
to allow good, ab]e bod1ed workers to exceed it by 15 to 20

18

percent The standard is the 1eve1 of production at

rawh1ch”t1me rate labor cost per unit is equal to the piece~
work Iabor cost per un1t, as the graph above shows. This
"1ébéi“6f product1on is marked at 100 in percentage terms,
S1nce we assume here that 100 workers populate our f1rn '
above, 100 percent of standard corresponds to 1500 tab]ep,
‘We' therefore assume the un1versa1 ground rules whenever o
d1agrams are offered to 111ustrate essent1a1 po1nts that
each of the subaects represented are more or less homo-
geneous un1ts.{ As technology chan;es, the curves shift
hor1zonta11y w1th 120 percent, say, becom1ng the new 100

percent standard output

VR H W) SRR IR
RN R . g

cph .x‘18aif for example, t1me study shows the normal pro-

duction: per; hour «should be 100 pieces, a ‘typical pieceworker
will generally turn out 130 or more and earn a corresponding
bonus," Moore, op. cit., p. 480,
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Agrer oo Ther two. basic methods of paying wages have point S
as:a common. link, : Indeed basic time rates of pay are set
first dm:the process:of calculating piecerates. And
management implicitly expects a level of standard output

from 1ts workers on tlne rates. If ba51c time rates of pay

M S

rlse as they d1d for the lower wage c1a551f1cat1ons in 1971-

72 at the same expected standard output the two k1nds of
Doz i ‘“ : T6T"

plabor cost per un1t curves both shift upwards d1rectly above

p01nt S malntalnlng the same relative positions with

P

respect to each other. The important property of the graph

above is how the 1abor cost per unit under time rates of

Sy UL

pay decllnes relatlve to what it would be under p1ecework--

AL e T i

for productlon runs above the conventlonal standard output

YRS BN

per worker.w Thus the ab011t10n of plecerates and ‘related
1ndrv1dual bonusee»durlng‘the Cultural Revolutlon ab;tract-
1né tromflnrtlal 1nsta11at10n costs of the new tlmeJratee
generated'unlt labor cost sav1ngs approx1mately represented
by the shaded area on the graph. This is contrary to what

. YU
we would expect under a market soc1a115t or capltalxst )

Sy . N Al g ¥

settlng and it requlres further expllcatlon.

AN ON S LN

The first assumption of the shaded area of perlodlc
sav1ngs 15 that the level of motlvatlon after the abolition
Nh?of plecework d1d nbt’decllne. The 1é931 ;fcnot1Vat10n
| o B Lo - : ‘<‘ _“'H’? :‘/ (‘J
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vquenq§yggoptl§90r intensity,_accuracy, and overtime work.
\ﬁumerousgtnixgllers' reports and official releases indi-
cate th;ﬁglﬁégé components of the workers' motivational
level df&wnéguﬂecline after the transition to time rates
| of}pay.‘;At Iachai, for inétance, its communitarian work
ethic rep&rtg@ly raised the number of days worked by the
average wofker,fnom 250 days in‘1962 to 280 days in }964.
And all the;ngious accounts of Tachai show continuity.:n
,_that‘trend.-%}ptensity and accuracy--diligence for., short--
}seems_to havé.been maintained as its director.suggests:

“Then aga1n in the spring of 1973 a drought of unprece-

dgnteqhﬁgyerxtyfstruck_gachggﬁmv,,.wev1et‘othepﬁbrigades
andltgaﬁs use the re;er?bir,ypigguwe_pursglyes;fetcheﬁjvp
water from ponds. »-+He had to, carry 100 shoulder-poles
for every mu [.067 hectare] of land, each round trip cover-
ing 5 kilometres. ...That's how we managed to get a bumper
autumn harvest inﬁépité'ofbfhe d?bu@hi”“lg% §1ﬁ11ar stor1es
of sustained supplies of’ diligence and—lonamwork -days

and long work-yéérs From Taching's WOrkérs“ééohhd.zo

« ]QSee Peoplefs Daily, Augusti 6, 1967, piJS and
Pek1ngARev1ew, October 11, 1974, p, 20 respectively.

ZOSee, for 1nstance, the numerqus labor, exploits
chronicied in Taching:. Red Barner on China's Industr1al.
Front (Pekingt™ ore1gn Languages Press, 1972). . .,
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Newsweek in its February 1972 special issue on China noted
-~that Ohinese faem workers generally put in 10 hours a day.
And~even the ‘dntiiCommunist and incisive China News
Aﬁ&fz§i?;‘ﬁﬁflé?émﬁhasizihg Chinese resistance to non- -
monetary ' incentives; ‘noted that "Hundreds and thousands are
toiting e erywhére on‘water 'regulation. ...These great
efforts are undoubtedly achieving much. A1l this work is
being doné ‘for 1iftle or no remd'neration.",21 A New York
‘Times ‘corFéspordent quotes from his 1971 visit with tﬁ'”
ohief of production of the Tientsin Mééhihé-Buiidingfkﬁﬂlch
empToys''some 5,000 workers: "Mr. Liu and his aSSECfEfes
insisted that worker enthusiasm was high in the pIant

and ‘that workers ‘had' ‘voluntarily put in large amounts of
overtime without’ extra‘pay‘;..'zz ‘“Thié“typé”bf iépbﬁtﬁ can
be multiplied quite easily but it would seem to'serve no

ST X ISR N SN IR |

further purpose.

:.,!:‘:'»:' Dy Yy, w

. Assume we: must it seems,xthat the level of motiva-
rand :

ut1on was at 1east ma1nta1ned at the old p1ecerate 1eve1

e

with the switch to t1me rates of pay. Since this is not

2]Ch1na News Analys1s (Hongkong),_danuary 8, 1971

po ]o ) . 37 (’ .':" "’ __‘ L"..,

22T11¥mqh Dyrdin, "Wage Level® Is an Unsettled Pro-
blem,” in New.York Times Report From-Red Gh1na (New York
Avon Books, -19771), p. 185, -
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"OVm@11¥3Wh%§OEe;HQQ]d expect, how was the-level of
qqti{agioq+kgpt+fnqm;backsliding in the face of the relative
B weaken1ng of pr1vat¢ monetary incentives? . The answer at

the«“Qitcﬁe“ ~~Lq]3¥3] is by fortifying nonmonetary motiva-

SR NI &0 B4

a0f

E%ﬁiﬁqqqpﬁﬂﬁiSf ers. _Spec%fica]ly,-thengnge;wvigarous
téroup png;sung%:qhﬁcnrplayed on the worker's need for
xsoc1nllaccepgﬁngg,gndfegtggmﬁﬂﬁpe competitive emulation
,_°°QES§H§fﬁ¥1@§ﬂﬁgi"9-PQQIPQIGQLJY in the grant of public
honors‘gﬁﬂ¥gqigpsMkind§ﬁinugqnformi;y with..the various. . ;
:gggree§”g§f§ﬁfpnﬁjgngﬂp pyrﬁprkepﬁgfnhe incessant exhorta-
tions to serve the people by the.media andrthej army whose
_Mmotto j$ﬁj§@m§pg,whjppjpgﬂup:pf patriotism: from the sense
of national imminent danger from the. Soyiet: Union and. less
so from the United States; other nonmonetary means with

similar production incentive effectsﬂq pn@}pf thesesBip3

very important one forged by the Cu]tural Revolutlon, is

the’ soc1otechn1ca1 rede51gn and enr1chment of the Job and
r T

workplace itself.’ The 1mprovement of the1r nonmonetary
. P IRtEE T ¢ R AR NS
character1st1cs sought to re1nforce and 1gn1te dormant

P ‘w"',r

‘¢ o ey 0
psych1c 1ncentives. These 1mprovement° went beyond say,

the orthodox job enrichment exper1nent§ of ‘many large

American corporat1ons by 1nc1nd1ng part1c1pat1ve and demo-

e . { H
ool teogmo v S it

T e

crat1c ways of chang1ng the total enterprise env1ronm8ﬁt

and culture. The resulting provision of a high-trust
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atmosphere facilitated the enjoyment of warmer mateyness

and enha ced cooperative behav1or | Thus workers cou]d
pect wzth a higher level of certainty that their _beers

and superordinates would contribute di]igence and overtime
DG s

’ a]so if everyone was'so en301ned The promotion of a ..
relat{wely egalitarian distribution of Job satisfactions,
power, and respect Within the enterprise must a]so have

contributed its bit in compensating for weakened monetary

V
r~ \:%51: '

incentives. Space 1imitations constrain us from discu551ng

(T 23

these" questions in greater detail In any case, the

[N N
ot

"cen%rai ?ocus of this paper is on some of the main effects
0fthe¥ Tachai Taching work ethic, the essence of which

of” course is the emphasis on collective nonmonetary incen-
5») :’«“»

“tives "ovér priyate gain.
Doy e x-’f{!-ﬁr”"ﬂ EAMEEE

Egalitarian Effect on Wages

SRCE U UG YR AR S

LA

noo . Much earlier we.noted a major effect of the Tachai
wonk1g&hic,@nmggpgrating»savings;ﬁrom“iower“unit Tabor '
costs and. from greater use of plant capacity. - Here''I focus

on another 1mportant effect of that' work: ethic, which is

S ST TSR ' BB, (R SRR TR Y o WRIERE
ot ”2 R i ','Jr'i:”‘k R SR R
3I dea] with this topic in detail .in my mentioned
monograph;: :
T ot poratvond h

;5,";-,\- byl
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.cr1t1c1zes the Sov1et Un1on harshly for 1ts W1de use of

- 21 -

ltS rad1ca1 1eve]11ng of both industrial and agr1cu]tura1
wages. So profound 1s the 1eve111ng, as a matter of fact
that 1t precluded the use of a 11ve market in the recruit-

AV I

ment and dep]oyment of labor. Indeed Ch1nese 1deo]ogy

the 1abor market where labor is bought and sold like any
other cap1ta1;st commod1ty.24 By calling the Sov1et Union
a cap1tal1st country thereby, Chinese pol1cy makers 1mply
that un1nh1h}ted use of labor markets is what def1nes
cap1tal1sm\and;that a country that relies prwmar11y on
pr1vate mater1a1 1ncent1ves, as the Soviet Union does, must
free 1nherent1y 1nega11tar1an labor markets. Even the h
less ega11tar1an wages of 1966 caused Barry R1chman to r
write from his vzs1t of that year that "occupational- ancome
d1fferent1als in Ch1na are probab]y lower than 1n any )
other country .;."Zsp More recent]y we have other v1s1tors
tell us of a further narrow1ng in wage d1fferent1a1s.‘

Wassily Leont1ef wrote, for instance: fThe span between

24See the,unsigned article "Serious Fluidity of
Manpower in Soviet Union," Peking Rev1ew, September 27,
1974, :

‘25 arry: N,’Rlchnan, Industr1al $oc1ety in Communist

China (New York Random House,.Inc., 196§7} p. 240.

)
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the lowest and the h1ghest income 1n today s Ch1na is SO
2 D

narrow, however, that no s1gn1f1cant d1fferencc between
S BRE

the ]1fe-styles co ar1ses." James Tobin gives us some
W i nre
‘t

numbers which are fa1r1y typical: "In the textile factory
R T

the lowest wage was 35 yuan per month, the average was, 60

r . "g:

the h1ghest wage for workers was a bit more than 100

engineers and techn1c1ans earned 130-140." He notes
that sone physic1an; and~surgeons earned 200 yuan and
even 300 " lgzt,“the h1gh wages eee are obsolete vest1ges
of the past, na;nta1ned for present 1ncumbents out of |
human1ty ;;th1t1nas 1mp11cd that the current generat1on of
phys1c1ans, properiu 1ncu1cated and mot1vated by Mao1st

ot

thought, would not expect to advance much bevond 100

,yuan."é6 ‘fn agrwcu]ture, where 80% of the populat1on l1ve,
wages‘are even ‘more narrou1y\spread, since the typ1cal

. range of no1nts rece1ved da11y by farmers var1es from 7 to

13 and 1n add1t1on, from 40 to 60 percent of the wage ¥

fund is d1stributed equa]]y 1ndependent1y of labor 1nput 21

26Leont1ef, op. cit., p. fé; Tobin;~ggﬁ cit., p;129.

27Accord'mg to Jack Chen the actual proport1on bet-
- ween these limits depended on the results of discussion
“‘and-“the team's- pol1t1ca1 and social consciousness. ,Lately
the actual ‘proportion seems to have risen nearer to 60%

in favor of equal division. See his cited work pp. 158,
377. :
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And in regard to the gap béfwéen industrial and agricul -
tural incomes, the most accurate.rough;f¥gure congfsteﬁf
with the various intimate accounts we have of commune

life comes from Time magazine's well-researched article on
China of February 1975: "The a;erage factory workaer makes
a meager $28 a month; the average peasant living on a
commune about half that.“28 I skip here the lower wages

given to apprentices. These are main]y»teenagers fresh

200N

from junior ogmééhiaéwhfddggVschoqlrseeking continuing
education and training, not in senior middle school or in
the universities, but in the factory. Since the‘Cultural

Revbldfionf}éﬁinese factoriesfﬁgqé:increasiﬁgiy-Sé;ome

schools dnd training centers'asvwé$j. These ngég are
more in thd nature of stibehdgjg; allowances.
. N = PR Ly s
Clan.

I should now, like to show how the stress on non-
monetqry inCentiyg§,r$1@ased equalizing forces that helped

comprgéf wage‘djffgrgp;ja]s. ,TherQA]ewihg'diagram

facilitates explication of the.main,equalizing forces.

SR VA R

J“zanme’(Cﬁiha Cover Story), February 3, 1975, p. 22.
This ratio between average urban to average rural income

¢‘seems more consistent with many accounts such as Jack

Chen's portrait of commune income and standards of ‘1iving,

Consistency, too, comes from Arthur Galston, Daily Life in

People's China (Hew York: Thomas Y. Crowell Co., 1973).

See also Tobin, op. cit., p. 27.

I
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~The:height 0 irepresénts is the- re]at1vé‘ﬁéﬂé 6f a
highly skilled:>wo¥ker ‘inder a market setting. "Take a‘1ook
now at the excess ofithe markét wige '6ver the pricé necds-
sary to induce the 1ast'sk111ed laborer to supp]y h1s
.se§;§ée;. Th1§eu;elus}of theu@arket wage over the Mmar-
g1na1 supp]y pr1ce 1s YCB ) Prima}y re]tanqe on moral A%
agalnst mater1a1 1ncent1vee means that th1s surp]us 1s

T
severely reduced 1f not unpald The centra] wage-fixers'

Sk

tendency to depress wages down to B or even be]ow it

.generate@ an excess*demand fo% sk111ed“workers at the ey
“Ni L

depressed wagej‘ Quaﬂt1ty, not pr1ce,_ad3usts tp this excess

_demand 1n due tﬁwe«through the mass1ve commune and factory

I
e s

educat1ona] and training programs. -’ Traﬂnees ahd appren-

tices are upgraded to the high-skill occupations in team,
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brigade, and factory. This training and upgrading then
‘enables the production unit to offer skilléd pérsonnel

lower.wages. than would be the case if skilled workers had

.~ paid for their training.. The loweér payifdrﬁskiTled%WOrkers

is the unit's way of ¢ollecting its investment {h thé "
workers' educat10n~without fear of losing tRem to highér-
paying competitors. Because of limited mobiTity and low
turnover of Tabor in team.and factory, théée~possés3“ddded‘
incentives in providing their workers with general sKiP¥s
as well, and not Just those narrow spec1f1c sk1lls needed
iby the enterprise in quest1on. The group 1oya1ty the .
trainees acqu1re and the inertia workers accumulate durtng

their time with the enterpr1se perm1ts further compress1on

of wage d1fferences without causing sk111 format1on to melt
~

away. The process of select1on of cand1dates to the ;
factory 3 techn1ca1 co11eges and to th) un1vers1t1es out-
'i' K “ . N R R BN R ] 3

side also exerts an equa11z1ng force on wages. These .

Ny E 1 SRS lw

~ogh G S { HIEEIEEE HAUEE S SN B I

h1gher education students are recommended by the1r work
’ r,. ar

centers both for the1r ta]ents&and.the1r p011t1ca] cons-.
. !;.v.,',1¢, o ; | rk"f’ ;

c1ousness. As ega11tar1an Reds, they are expected to

temper their demands for higher pay.

The massive training programs in_factory and commune

alike epitom1zed by the nat1ona1 campa1gn to "traln and

" PR [ ¥ NERES

g } B PRI | AT S

fem. 5906
University of the Philippinds System
Schodl ot Feonoemics Library

pilman, Quezon City
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bring up millions of successors” have raised the relative

~demand for unskilled laborers. Although this demand for

;- unskilled labor is centrally imposed and subsidiZzed, enter-

prises have a stake in it, too. With future demaanforf
their outputs guaranteed and growing briskly, investment
inskill.formation will not result in too many skilTled
.;techniciams. The relative wage of ‘the unskilled thus teénds
to;tiséaa.gﬂé ey R T

v S

All the var1ous forces discussed so far, 1nclud1ng
activity designed to influence the worker s attitudes

| toward labor and techn1cal study and 1nnovat1on, sh1ft and

: flatten the re]ative supp]y curve of labor after the

passagt of ttme. Instead of the old S~ -curve we now have

S' at a lower relative wage for skllled 1aborers. It

T
meets the 1m011C1t demand curve, wh1ch we have not shifted
T

for simpl1c1ty, at a zone where the supp]y turns up verti-

cally. thus elim1nat1ng the payment of large monetary

s oa

surpluses to both marg1nally and intra- marginally suppl1ed
25 badosax
workers,

snihepTachaielikesFirm =7- = coine

T Pyt 11 IR SR o SN P s

VY

The previous discussion leads finally to a way of

characterizing the major aim of a Tachai-like firm. We
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suggested above that it has an emp]oyment demand for

unsk111ed workers to tra1n. By unsk111ed I shall mean

3 I IR S A O

”those whose added contr1but1ons to current product are

l '

be]ow preva111ng total wage rates per worker. That such

~ \,» ERS!

a demand ex1sts, off1c1a1 1ns1stence on an agr1cu1tural\w

A

it

labor shortage suggests. 0fr1c1als do not mean that at
prevail1ng minimum wage rates, there are excess demands

for workers. In the Chinese context it most probably means
that additional laborers recruited by a team or brigade
would have positive add1t1ona1 products that, at the very

Teast, does not fall below zero.

But why would a Tachai-like or TéchfngQIike firm
employ workers with such low product1vit1es7 The demand
to train d1scussed in the preced1ng sect\on provides a
partial explanation. The national policy of guarantee1n§
everyone a job coursed through the local labor bureau
with which the enterpr1se co]lect1ve must coordinate its
decisions to hire and fire is another reason. Then the
Tachai-Viké firm, publicly esteemed for its production
count, may;desire production size and thus employ all
available labor. Finally,:the re]ative primacy of collect-

ive incentives over prwvate mater1a1 ones means willingness

on the firm's part to share income with the available
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e

membehs ofgthe werk eemmhnity. ue assume here that th1s
central]y stimulated ethic has in some signif1cant way been
accepted by those who direct an undeterm1ned maJor1ty of
Ch1nese firms. The upshot of this d1scuss1on 1s that the

Chthese f1rm behaves in such a way as to enhance total

produét1on.~ It treats al] ava113b1e labor as overhead
coetsiﬁwfhe‘follou1ng graph1ca1 mode1 of the Tacna1-11ke‘

tirm comes to mind.

cheonted e tegy o o d

o SUEIE o e S SR R T AR TR
Figure III

o
[

Average Product (AMV);

Marginal Product (AMTL);

Total Wage per worker (0S); ¢
Supply of workers (SS') ,
Demand for Workers :to i . FooL y ~ i
employ (MTL)

-

l

1.

x

+

N
o . Z., I L
Number employed per per10d



- 29 -

The average products and the added products of labor
appear vertically, and they<are based on a 40<-hour week’,
which we take merely forscomparative reasons. We Show an”
increase in the hours worked per week as an upward shift’"
of both productivity curves. The height 0S5 represeﬁ%s the
average wage paid by the collective. Note the low added
products of the relatively unskilled represénted by ZL.
Under a free market system these workers are unéemployed
since the profit-maximizing employment is 0Z. Under the
t@;hainwaﬁhingvnnnmarketmsystem; the available number OL°®
will tend .to be :employed. . This level of employment maximizes
total output -of the .entire work force; it is also the 7=
level of employment. .that maximizes theiaverage ‘product of
_the entire working community. Since. tottal wages per person
including collective consumption rises ‘eventually with
decisive increases in average productivity, the system is
biased not only. toward full empﬂo?ment*ﬁﬁtﬁin)%fforts to
constantly shifﬁ the7productivity’ cutves up--through techno-

logical and managerial innovations.

Finally the tendency to employ all available laborers

means,_teog that there is-a tendency as well to employ
Do i e St it
cap1ta1 fu11y. This seems obvious, since laborers require

plant and equipment to work productively. What is the evi-

J l

;'."rn
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dence on time rates of capacity utilization in China? "We
can do' no better than make anh educated guess at this = "
based on the disparate scraps of data available. ThE'grbup
ciof:five Yale economists'headed by Lloyd Reynslds repdrted”
from theirivisit that "Most plants operate two or thréd®"®
shifts, .which"is sensible in a capital-scarce country.ézg‘
Another ‘committée of scholars reported from their visit:
"In the Peking factory; for éxample, 9,000 workers in three
shifts work :ﬁ;“??Théy“5@d*’:“At ‘the ‘Shanghai Machine Tool

7 Plant “théreé ‘were' ‘three Shifts, ... “And they observe

again: “.,./there ‘are cﬁhf%ehg”at”@ve¥y'factory;“iThese'
sfayubpen“ﬁwentyifourVHOUbs"“&ay so that workers on all
‘three: shifts ‘can eat ...“30 A New York Times correspendent,
Seymour Topbfdg, ‘reported s1milar1y from his visit:

"Most large factories operate around the clock on three'
shifts, ..,“3]~*A’mbfﬁ*receht’visﬁtor substantiates this '
- whem: She wfités-thatJ”thto?&'plants often are fully "¥e"is

LEREL o R AR " Paao T

29Reynows.gﬂm Pe I6s. RN

+ 3%ommittee of Conéerncd Asian Scholars, Chiha:’ "’
Inside the Peogle s‘Regublic (New York: Bantam BHEE?T Inc,,
-88,

tity

31See his "welfare Plan Assures M1nimum L1v1ng ”
Standard," in New York Times Report from Red China, p. 190,

N
v
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ut1l1zed, produc1ng on a three sh1ft, 24 hour a day

a32° 4 e

bas1s; A group of Ph111pp1ne execut1ves.inc1ud1ng

economists whn vwslted Ch1na in 1972 made a s1m11ar state-

33 X

ment too, 1n the1r renort So did a group of Br1t1sh

eng1neers who wrote on their return from Ch1na "Factor1es
’3:";" P N

and plants w1th few exceot1ons operate on a three-sh1ft
w38

B

system o It is easy to mu1t1p1y these travel]ers

;)}"‘:’ -

casual reports on the rather high rate of capac1ty o

o hgdien
uti11zatlon 1n contemporary Ch1na s1nce many of them
A 5 e

>eventua11y yleld up such 1nformation as when two v1s1tors

tell us that a text11e m111 they v1s1ted in Chengchou works

three sh1fts and workers rotate sh1fts each week 35

T T R . _ SIS

. t:Why ‘have a T ‘gone on ‘at some length in . search of O
these widely scattered scraps of unweighted data on Chinese
plant utilization? An obviously important reason emanates

from the need for some a posteriori indication of the v

32Evelyn Schoenfeld, reporting in U,S. -Ch1na Fr1end-
sh1p Newsletter (San Franc1sco), January 1974. p. 2.

V ‘.'1'

33“Report of. the Philippine Study Mission to China,"
(mimeograph, 1973),”p. 54,

3y, Scanlon, op. cit., p. 2.

.
A

35J Goldwasser and S. Dowty reporting in Under-
standlng Ch1na Newsletter (Ann Arbor) quﬁhrApr11 1973,
e L L] :

o
g '
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plausibii1ty of the a’ pr1or1 theory of the Chinese f1rm

SR

sketched above.u Another comes from a w1sh to add a pro-

perty of the »art1c1patory economy Jaroslav Vanek does not

mention in h1s catalogue of 1ts comparat1ve systemwc
. . N Gt 2Ll Ty
propert1es. Hc mcnt1ons its 1ncent1ves to sh1ft up the

et i Ly

average proouct1v1ty curve of 1abor and the demand for

workers to tra1n although not exactly for the same reasons

noted here. But he does notmmentgon the oart1c1uatoryhbﬁi
economy s effectron sh1ft paieerns‘ékébéﬁiypﬁécédée he(does
not cons1der Ch1na 3 econony to’taff“:n(thatbgart{g1patory
?category.36 Fina11y..1 compfete:th1s Séﬁtf ; d:sdu:;ion |

i Yy T sl

on capacity ut111zat1on because 1t is a focal point of
current research iin development economics and -the Chinese
experience seems to suggest that-institutions can ibe oo
devised to influence: the intenrelated variables iof the i

level of.motivation»and>the'Je~e&§;ofwemproymentnoﬁnﬁaborh

and capital.
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BenJamin Dwokno has done or1g1na1 emp1r1ca1 work 1n

‘the area’ of‘cap1%a1VUt1112at1on'fnjcap1taI-short5:pgl1an7

constrained, and labor- surplus market economies. He con-
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, 3659@ Wi The’ Part1c1pat1ve Ecbnomy (Ithaca-ACanelﬁ
University Press, 1971).
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cluded in his research on the Ph111pp1ne economy: “The
ex1st1ng capital stock of government favored export-"lfdw
oriented firms are being Teft idle (if not most) of the
time." Moreover, "Empirical evidence show that most (if
not a11) capital-poor, labor-surplus Tess developed e
countries are faced with excess capacity in their ma;j?;ﬁh
facturing sectors. In West Pakistan, G. Winston (]9715i B
showed that the level of industrial capital utilization
was about 14 percent. S. Paul (1971) approximated the
average capacity utilization in India during the period
1961-1971 at 53 percent.. In Colombia, F. Thoumi (1972)
found the nonweighted average capacity utilization in the
magnitude of 51 percent. In their recent study of South
Korean ménufacturing sector, Kim and Kwon (1973) showed
that the average utilization rate during the period 1968-

1970 was in the order of 16 percent.'37

The seemingly scientific numerical results above are
possibly dubious because they seem incredibly low. They

probably sprang from one or more of those heroic assumptions

37Ben3am1n Diokno, "Cap1tal Utilization in Government
'Favored' Export-Oriented Firms," IEDR Discussion Paper
No. 74-8, University of the Philippines School of Economics,
July 10, 1974, pp. 6, 1-2.



quanfffa;ively oriehted ecpnomist;Musualjy Wﬁk@~m~5“tﬁﬁhﬂl
do show qualltat1ve1y a 51gn1ficant1y Tower, 1eve1 of‘q:

capac1ty ut111zat1on in the c1ted market econom1es than
in nonmarket Ch1na. Th1s is not supposed tp be the case, in
the pure]y a prior1 theorj we find in many. treqt1sLs e

regarding the comparat1ve eff1c1enC1es of the two systems.
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