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\Vho~,t!~·~1le l,ood lVlatkets with "Chinese Characteristics'' 

'l11t~t'C ha"- h~cn a growing intt..·r~~l in thl!' rulc- of t.he Chtne!-lc- wholcsule l(lntl n1arkct" in 

~.t~!ncultm·.:tl dcv<:lnpmcnt and the food disnthution "ystcnt Dc"'pih! thl\ nucnthm. vt~ry little h 

kno\\11 ah~~ut tht.1\~ in,titutnm~.o und the way that they npctate. ln this paper. r..nmc ...:w .. c stlldlC" 

nrc U!\cd ttl devclnp the pwfilc of the t.1X.t"ttng nature aud ~Uttc:tt.n·c ol a numlH!l' of impm'tunt 
\\holcsalc mmkct~. ,\ftcr an \WCr\ it.!\\ f)t' the theoretical role or thcst! markets nnd 11o\\ the] arc 
tx-rcciveu h~, Chtne'c pntit.~} nwkcr .... a n~vJc\v or snnw nf the l~.!adinr markets in Beijing~ 

Nanjing~ Ou~m~uhou and SlhmghHi is pnwidcd. OhscrvnUoil\ are then made ubnut how th(~sc 
market~ ()permc in prm:tlt.'l! and how ~ht1Y t:ontrtbutc to the Chmc\~ food cc:tmnmy, lt is 

por.,tula!cd that the"'" tn\tHutmn~:.; •m:~ \imilar to ccntmli~~.·d a!lrieultural wh\'lcsalc mmkct\ in 
\:'Upitllli\t Ct1Ulltrk~\ Ulld arc the hC)· tn f.Ulaly\ill!,! ll.llUl'e fhod d~tnatld and COll\Ulllplhm rmHCt'll!oi 

i1t China 

lntroducUotl 

Thcte lw'j ~e'!!'n •~ grc~tt dt~al of mtet·e1t recently hl Lhc development uf the system of ctrl!ulntil.m 
of ngt~culttJtnl {lrPduc.ls in China. The foeuh ",f th1r, appear~ to be on determinin~ the approprhtc 
sn·v~tur~. rcgulathm und price di~c<wery .. l~)'~"· :" link ~muJI. ttrtl'lkUlcd producer' with n h11·gc 
n~nrket. The .. '~t\lingconnections arc" n . .::.d," ''owe,·er. thr et!ntmlised wholc~'•lc market bus 
been atgued to be f':tC' nf the main nwu'". · · ·, . ~~~ govemment ha' chosen for both imrwr.1ving 
the infrastructutr.~ and pr<)V~dlng a vehic!w ; .~·r some sort nf market control (Zhong 1996}. 
t:>esr;Hc thi&. little i~ known about these in~;,tinttion!i n~.d how they compare to their ' estenl 
Ct)Unterpnrts. To address these issues. th~ · ibllowing research rct,btts <.~;1 some fiudings of n 
tel~ent visit to some of these 11111rkets ln Chinn. in m1 effort t.o develop n. pro.t1lc of the existing 
struct:ureofChincscfood wholellale uw·;•.~ .,. ~:-...,. ,.~,i~; •. "d by Hun. ~\nd Frm (1993), the rmhHion 
of the food circulatiml pmhlcm i~ (;: lhl. , .".~,. Chto~.~~ ... ~ , i~;·un~~tnl development .ir1 the 1990s. 

#fbe fOCUS <>f this rmalysis is prim.U~·: rm n ·!h nnd t?f"~~·.:lable llln~k~~t t.;. ~-lC strUctUf"C of the paper 

is as follows. Firstly~ the thcoreaic~~~ is .~,~t.,: f~t htntctur¢t "l. ,, ,.rt~.,.11nt interventiml tmd. {)lice 



dtscovcty in wh<>JcsnJc umrkct~ m:c dcscdbcd. Sct.~<)ndly, using inf<n-rnmion gJ\thcred on t·eccnt 
l1<~lu work in Chhlat an overview of sumc of the Ica<.Iing \\'holcsal"" market~ in Beijing, 
Nm1jfng'*' Gunng/Jum l:itl.d Shanghai .is provided. The flltut'e dh·cctit1ns und polit.;y impacts on 
these~ In\Wuu~m.,. ~m~ then nnnly~icd. Finally, cott\!lu..;ions arc drnwu fot the conttibution und 
ftthU'C tntt.\ · .f Chine,~~ \\·lmlc&nlc nmr!,et.~ itt the Chinese fond ct·<momy. h h poc.;t.uiutcd that 
lht;o·~·· .. ·~t· ., t~~~th thtJ k~)· tt> mmJysing further dcmund and consumption pattern~ mtd u 
H , , \ -~t\. k~ fc.1t ;t~t: { h~~ · ;;'1, ,. \t"l'Utncnt's food policy. 

~ ... : ~nc!> l" hmht' .. t till.!' Ii'·cmtwtt • ·· tir.i.~·t• th-;c,)\Cry. tmukct "tll'twfu.rc,. aud the- mlc of the 
1)\:'. ~~, ·rv•nt h: marJ...el\ ~~ \a;,t A~ ~t • , ~ &WWUd to mnre det~ulcd ron~.;idcnumn of the case 

·tud~, .. ~.~.il'm ·11t! \\ hr~lr,ah. lllUtkN· da. fnH,J\Vin~ section"! dt!\CU~~ tin~ ~tft.'t.tu:n,.\ t•egolution nnd 
-it:\\ \:ry PH~t -~ \\. Hhm t·w ~ .. ~~·~{it:•.af~ nMl'kcts ill China. Mudt nf this matcdaiJ\, drawn 
·: c •• ,.dv~,c~ r"~i' 'tlvh~•;t~·····t~ tt¥~~~hn~~; m d~\·rlopcd c.:ountrics. h ~~ al'gucd tn thi\ pupcr llmt 

~tt~~ ~dJ\ ·~ "-~~ •. mm'k~t{;~ .m ' hma .t\ -~~t llimr!~~ ~umthi~l' form of govcrmnem mt~~rve'ntion, and 
~tr~ l !''t'h.1c t . pwces!'le~ at'l~ not. philosophicully different !rntn tho'e in 

1"· , ~~ ,~~ttr M'ltllC diffct·ct1~~{'!\ in the stugc of development. nnd the uctunl 

t.1nu.:,·t :;o\et1mH.'tU hn!-; f·~(~i.mtly ('mnmiucd it.hclf to ftniht r dcvcJopmcnl nf wholcsnh: 
~t;·n·kctn~~~ w..,taution.,. Si.\.ty maa~r wholesale markets fot· Vl!getablc~., t.ncat; fi1-1h und fruit~ are 

.~stn~<~"·h~d O\~r the next ftvc years by the Mhli~try of Agriculture tl~ f~lcflitatc the 
hu..tt:Hit.; .. ;~nJ ~!i ... tribuunnuftJKt'~·.: products tXiuhua l9f.i6}. In the light of l.hb development. it 
is !It~~ ·~rt tm l4' {:onsi~Ienhe '"*. J,'ctuml ~li~u·octcristic& of th11~c nmrkt~ts. tlspecialJy in comparison 

.,.;-t T. hdY m a · ~~zte *''; nt\d~·rde-vc:iopm~t~1f, ntld ctm only b.! seen 1n proper contmst to thck 
·~f; v·~ :~·~~~d i~OUtlffY C\.1W1l;; r-pUrtS Whtn ~t is t:;>pl'Ccintec! that. the Sti'UCtrJ I'C () t all food 1l1Ut'ketS is 
l,~ -..H); .;) tl;.~mJc ~it' ~=w\Ivlng (Kohls et all990. .. t720S}. 

t1cm•p <Sl1eaklngt in udvuuccd :t~t\onmnies~ th'" numbet of market ftul(:tion!) ~nrc cx.pnndcdt the 
JNh~J:t~:tg chmmels ur~ longer, und flr;ns specmUse hl performing separme btn !'elated marketing 
f\m.:.!tkn~~ liy ~mara..;~. undcrck:velopcd mark~ts ~tre likely to covet· n range or mm·ketint~ 

~~tnctiunit.. ~td perhnps be the sol£! Hnl~. b~t{.veen producets und retailtWi; or even producets uud 
t. •1i.t~> w:~mqt.rners. tn d¢velopcd nut.tkNs. a small number of "'Limited Linr" wholesulers may 
~t~l:~.l~t:;~. sn·nctimes complct¢Iy, i•~ patticulur'ptoducts~ Similarly, j'O~meto,l Litle;; wholesnlers 
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may inct-cnse size. ttlid develop regional tnarkcts~ mot·c wid<~sprcml usc of (:<mlptuctisntion~ 
meclm.lltsntkH1. clcctrol1i~.: ordcl'ing: und bi!lin~. the inclusion of non·ft)od lines, und it)ca·enscd 

ownct·~hit1 of retail food store1\ tKohls ct ul l990,p9ll. 

At the henrt llf thi~ evohttinnm·y prncess is the development of ~Utt~tun:~s that can ll\cilitutc more 
efficient vet·lical mm:kct ~n~ordnu.uion. This trend is pcrhups sclf .. pcqu:-tunlingi ns the mm·c co .. 
~Wdllli.\tcd the mnrkch nrc~ Lhc more co~tly c•~rt)rs hecon1c, ;:md rmwc accurmc ~~<Hudinatinn is 
neccs~ary O<ohl-.. ct nl l490,p205t Beyond cxpan~ion of ownership to (Hffcrcnt level~ on the 
marketing. chain,. ~ontructh and impr<'ved price ui~covcry nrc used int:rca\ingly to fttcilitutc this 
pn.R~e~\ uf infommtion trun~fct'. Should thi.s evolution continue,. tt h iikcly to lead to the 

CtlU!.rgt~tlCC nf fnod retailing chains~ which \Vill compete Wtth at1d rc~o.tmin t.hc poWCt of the 

cxt~ting; wholC"'t\(c uuwkcts. 

Another trend tn th~ "'·~'lutton ~lf food market" is intrcusmg dccenttah\lltinn <Kohls ct al 1990. 
p207 !. \Vhdc, initiully. ccmvnnic\ nf scale UJ\!' likely to encourag,c t.:entmli-,aHon of mm·kcting:. 
modern nmrket\· are becoming ii1crcn"ingly dcccntt'~tlhed~ to the extent thw ~mnc of the 
\\hofesalc uctivit}· oct.·ur~ outside tnlditioualtt:rminal market~. by comtr.;r;ting buyer ngcnts with 
the productior1 urea. Thi~ prorcss tninhtti~cs the physical tlC<!d tn mov~ commodHic~o, into a 
ccmml locution. ''I'hc dcgrc~ to which this happens is nrtcn a function or incrca!-!tllg 

sophisticati<m of pmducct·\ m selling, and the previously tncntioncd greater u"~ of market co .. 
otdinnting mcclumism~ •.:~tJ.~hls ct al 1990, )1210). Ht1Wcvcr. it iii pcrhap~ n tt,nction !)f the 
propensity of theo;;;c prodtte.rs to sp<'H nnrt. the vm:iability in production thut u gi'catct· level of 

sc>phi~licutimt m hand!hlg$ storage and trm1sformation is also pursw~d. The ce11U11l dirfkull)' 

with th~t~c dcccnll'ali~ed tnarkcts is in their ability to discover cffkicnt price\, dc&.,pitc some 
potcntinl gulns in Qperatiml cfl1ciency (p212l. The decentruJisnUon would uppet\l' f<) lead t<> t' 
greater departure from perfect competninn. und may havr led to tetminal 11l::td\cl'' M bccom~ 

uthin'' t and hence less effective in· their price discovcty (p2l3 ), 

To compete n!t dccentraJlsntion occurs; wholesale firm~ ure increasingly involved in a grentcr 
range of nnu'keting functions~ buyer services~ au ! specitilist dist~mce provision. This ollcn 
involves te:~OCt\tion of the mnrket structures to better 1ocatior1s. Large buyers intcgmtc ·into t.hb 
ehah1 at various level vin buying offices, distribution cenh'es nnd retail Hnkngc~. they mny also 
be involved in rcguh1tit1g the flow to nmrkct thwugh co .. opcrati.ve agreements between growers 
and shipping pojnt finn~ Such t'Ul understanding requites an npptccintion tlmt the mle of 
wholesnHng .in the food marketing. channel i.s not simply one of~ pass .. through, us the eft1cieucy 
ofthis link has nmjot· impacts ott the remainder of the food indusuy, and tbcir nctions add utility 
to food productti <Kohls and lJhll990). 

3 



\Vntson t 19961 sug~cst" i\ simplif'h:ntion of th~ distincti<>n betwcctl wholesale markets in 
~ndmMial ccom1mic~ and those being. fotllld in the planned rhincse envirmlt1lCt1t that is worthy 
<)frc .. iteration Industrial ntatk<?ts arc distinguished by bein.g. designed for speed uf handling und 
exch•mg~. having a ht:Q,tc g<mgrnphical rcnch~ netW(lrked to good trnn'lport uud stomgc 
tntl'il~tmcture. ~tmtt.hmli~cd pm•knging und product descriptions~ minimal handling by hummts 
to avnid d~mmge, havmg tm m~rcasing level of pt'oduct preparation (;packing, washing etc.) 
done h}: the tlroduccr\, and including a range l)fsuppot1 services and instHutiml~. The plm.Hlcc.t 
fit pre ·r(, .. fnrml Chincsc model hn\ none of the~~~~ and is ba'~"~d pnndpally on the idea nf 
~upporting urhau ~~!f~~o,uftktcncy Although much of this lm' changed with the rwngt·e~~ of the 
reforms. the degree to'' htd'i th1\ disUnctlon is ~mnc\vlmt vnlid i~ Mill indicativ~\ of the current 
\lagtt-in the r<:*fonn 11rncc\s. 

A\ the ma.jorily or the h1od nutrket~ under t:orl\iden~tion here tmde nmmly in fhutt.. und 
vcgt:tnhl\~~~ tt is imi~nrtnnt to note ~mne commodity chnructcristic~ that luwe itnpnct\!<.t un their 
r,tntcturc~. Thc\e indude pcrhhnbility. large price nnd qunnliry vuri~tlion\, "casnnality. 
ultenti.Utv•~ pmduct fottllt.\,. bulkiness of products. nud gcogmphk · .. pccinlhtHtnn of production 
t. Koh~ et al pp4fi5 .. 49 t t To JU'CC~ervc qu:dity of thc~o,e product~ duri.Hg mm·keting requires n 
grontct level uf soplu~tt<..:aticm Hl lu~ndling to ptevcnt !-.poilagc. Sulc\ have tn b~ rapid. nnd may 
therefore he. dd'fi~ult {() (ifganise or ft:>nt,Uli"le. \Vhcre supply i~ intwrcntly unstable. c:m1tt1tcts 

nnd agency u.greements nrc tl\ed to try and bring thhs to pnJct~ssc!, whetc the po\\ibilities for 
;"uppfy control ma): he limited. Sca~omtl '"~rn ts mny he: limited hy draining y.,upply from a 
vm·iety ()f growmg regions. hut th!!se require mfrmaructure b1 tmn~.;port and communktltions tn 
he effective. Shttihtdyt ovcrcmniug seasonal vtu:intion by tnmsformmim1 tn l'lo~c Mtbstitulcs~ 

~uch as producing juices and free7.1ng them~ also requires good infrastructure. This maintnins 

the product inn form tr\'H cnn ,"till be used hy proce~son~t but ih l~~is expcnstve to stnre. 

According to th~ Pric~~ Research Centre of the Minjstry or AgticuHurc tXu 19961. the wholesale 
market in China is seen as having i~)Ut priuc·ipnl functions~ which ure not dissimi.lat to the 

preceding dhcussion" 
1. The first function, of the wholcsafc market is to bmad(m commodity .scpntntion. 
:2 .• The second function of the wholesale market is to bring lhe pt•icc mechanism into fm-ce. 
3. The third fttnction of the wholesale market is to satis(y tl'aJ1snction needs, to snvc costs to 

consumet~s und to incrensc the oppm1unides fot· tnmsactiot1s. 
4 .. Tht fourth functinn nf the wholcM~e market i~ to provide Infot1mttion to sciJ,ws. The 

.Mf,Jistry of Agriculture is U)lng tu improve the txansfer of h1fot·mntiott and co .. operation 
mttong sellers. 

As indicated previou,;ly" the level or nnatysis of th~se ntatkets .is vety Jimitedt with recent 
m1ntyses by \Vatsott (1996) and Xu (1996a) being new ttfld useful exceptions to this 
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t1bservntion. Thi~ may he .partly cxplnined hy the fut~t thut th~ role (}(' the wholesale murkct in 
Chinn. i~ clmnging. These new mntkct& ~u:c seen by the Ccmrc nr Contmercc nnd t)omestic 
Trade Muustry a!-> cxistu1p; un three levels. The mnst basic i~ n less stntcturcd tl1!e t'CHtil 

umrkct~. whtdt uccm.mt fur uround H3t.:'i t)f this trade. Ncady ~lll the rcmnindcr ! 17({() nrc 
wlmlcsale m~lrkcts. which .nrc mm-e i11tervcntionist nnd exist in both cities und ruml nreu~. A 

Unrd group. wluch t~ stilt eV<Jl.wng. nn: the so c:\lled umodern'1 or f•\turc!-. murkets tDmg l t}96t 

ln nU. accorthng "'' the Pnc~ ReM~~lrcb Ccno:c of the t\·1int\try ur Agticultm·,~~ there urc now 
nppt<\Ximatcty ,:! ma wi•t-;~e1-.alc market.~·~ ucros!\. China tXu J 9t>!H. These huvc begun. with 
vegcmbleh and frutt.'-1 and iuwe developed into me~\l, grain nnd uquaw.· prmluct., .. 

1'he .t:>dce Rese;.lrch C\mtrc of. the t\.-1ttHstr~ of Agricultw-e class! nc\ two type~ of whulcsulc 
market, tbnt whkh i~ funned spuntaneou~Jy,. for example f)aJ.hoti!.!SI ttl Bctjing. nnd thnt which 
lS ~et up by the g:ovcnm1cnt. "the chamctcrist\t~ of the fir~L m·t."lHgh trnm.uctmn volume hut lnw 
Jevds of regulatimt Th1~ ~ecoud type 1~. pt.~rfectly reguluted hut htt~ n much lowt~r level nf 
activity. A1<.1~t C)b\crver~ \vou.Jd. argue thul the lmtct matkets will conunue to he nm by th<.• 
gtwertummt welt nltn the future. The Pnce Rescw·ch Centre of the MitttStl)' of Agl.'tt:Ulture iJ. 

try\ng to .meet the chuUcngc of increasing the level of nctivit~i to ihbt ~roup cXu [996. und 
l996;tt Part of the rcn!'>on fur the difficultie!-tot' the stnte-owtlcd m::lrk,!t~ would uppcnt to be in 
th<i imtdeqtmcic~ Ul infrnsttllCture and luck of clttr.ity of m:.1nagcment ol~je~HVC~. \Vutsnn { l 996! 
notes that the rapt d. but huphnzurd •. deveJoprnctlt of thus~ ntnrket\ lhHtt the i!Ul'ly t !Jv0!-1, hn~ 
produced u wide variety of administrative structures. These include indirect rnull~tgement h1~ 
state ttgenciesf by the railway auth<)tities with other starcment ng.encie!-1 sup~..rvistng. nml b} 
independent organisations on tlm outskirts of cit.Jes tWntson 19961. There rm:· also a wide 
vnriety of govetmnem deprmments involvru .in u4ministering, licen:;ing und servicing these 
nJat"kets. The Domestic Trade Mitlisuy •. which is involved in pl'icc~. is currently otttnnplittg to 
aJret th~ structure of lhis industry t() cstublisll mtlin rnnrk¢ts (for exnmpJe, g1~uins. nlls und 
sugnr} irt different provinces {Ding 1996 ). 

lt is important to note thatt, in these highly regulated mm·kets, the methods .fhr govemmettt 
intervention in the price discovery proce~m nre V3tit;d widely, and nre not simpJy t·cstdctecJ to 
d1ose products whose prices nr~~ detc!rmined by ndministrative nrraugements. Ourdtlc.r ( 1982) 
<1bseNcs that there are a number of eoncerns .rniscd Hbout unregulated food markets th:u ure 
succour to government desires to it1tervene itl their conduct, 1hese lhcludc n desire by the 
goventtne.i1t to stnhi!he prtcesf u more tundumentnlist urgument.ubCJUt the Ht~pecinhtcss .. of food, 
and b~t.'\i<.; concerns about the structure of the economy. While it i.s debntable Iww vnlrd these 
ni'gUltlell~~ me (see=· for exumple, the discussion itr Oatdner l982h there would appeat good 
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n.necdmnl evidence that the govcttttnent is keeti to be involved in the d0\1ClorHnent of ugri~ultuml 
production, even if tlt n cm,t: to the industrial ~cctur's growth, 

Kohls ct al t lQ90.p3.S5-368) observe how n range of policie~ aimed ut supporting either 
prmiucers ot c'msunten., can bave tl large impi14"t ~,m the pro~cs~cs ~md nutc:nme1-; of pr ICC 

di~covery. \Vhen cons.ideting udmimstet·cd prices. ills impt1rtant tu notx~ that prtCC!-. which are 
adnumstered to protect cunsumcr.!-. .. n situation not uncomm<m in China .. could huve n m~inr 
nupact ut the retail l-eveL even tf the effect on wholest\le price di'll·ovcry were O«'l h111nediately 
apparent. Sbnihu·ly. pohde:-, mmed at ~nf1uencing the detetmitmuon nf dnttlc~u;: pncc~~ th~ 
stability ~1f tbe~e pnces over lime. und the price diftercnUals that are crentec.; acrti~s time nnd 
~t,ace would an .have vuned effect!\ on the uctwities of whok\::tle markets tTimm~r· l9R6 }. For 
hl\tance~ contn 1 nfurbat:t price~ tnay imply that iii~ more prof,ituhle to .>hip gootl~.r bnck tn Je!','t 
regulated prndtH.'Uon area~ or !~.tore produrtion ~1utside the ctttes tnn~dct ~t~~neral cqullibrilU"'~ 

effects of fl<.lhe~' •lte al~o of inlpmtam.·e and imp~u::t on the ~tnh.:tvrc aml function of the whole 
marketing chnin. 

\Vlla.t i~ rnteresling to note is the Interdependence het\veen the proce~~.r uf pnce di~,cuvcry and 
,govemment pt'iHcy operauon\. For example~ in the cn~e of f<mnu.lu pricing. n gmernment may 
be ab!e i.O u:-,c thi~ as an easy w·uy of ndmmistering prices cscc. for example. Hayenga and 
Schrader l980l. However" a litmtt.ltion may be thnt base pr-ice" are not rcprc~enhitive. nnd 
increasing u.se of the formula will Hrnit the sample fr~1m which an alternatively dt~covcred base 
pti.i::e is drawn cTumek et all990J. Administrative dec.asions on their O\Vn ate.an alternative to 
thi~. but even these rely <m tldopting prices clo~e to the free.-market vahlCbt m· a h1gh level of 
:mo.nop()ly power itt the market 

Oh;covt. ry or Prices for Agricultur~l Products 

Central to the role of the wholesale market~ ns outlined abcwe* is the proces~ or price formation. 
This process. wns seen to be fundamental to the: continuitlg problems in whnles\t.le markets by 

the Chinese, tv1inistry of Commerce COing 1996). Ollen the sum~ qualities nrc shnwn to give 
wrde!y d.ifferent pri.cest anecdotal evidence suggesting variations of severul hundred .percent 
wer~ not unheard of. Large variations exist also from more ea.1Hy explained causes+ ~uch us nn 
enormous seasonal effect; nnd hu·ge differentials in !ltovincial prices which follc>w fi·tlm 
diCferent prod:tction technology and mark~ting infrastmcture. The pdces between stute~turt and 
more autonomous markets .~--e nonetheJess claimed to h<! very similnr, although it :is hard to 
conclude this exactly as they often deal in different goods {Ding 1996 h \Vutson ( 1996) 
()bserves. that the prices in thes~ markets generally reflect supply and demandt ·with government 
policies, iu effc:ct, actirtg. to curb excessive price movements nud speculation. 
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\Vhil~ the focus of this paper is "' the wttolesale mnrket\ it is IJS.!!~ul to con ·!dcr u runge 
mechanisms for tbt:: discovery of prices for agricunuraJ rt()dtlcts. A uumbct· of .1\urvey\ have 
been condu~ted in the area of the institutional Urft~il:lt~m(!nls used tn e:\tnbV;~' •b ;Cc of ntrm 
.t:ommndittes, including Tomek ond' Rr~binson {ll-J90) tmd KoL!~ ar · · ·' d990). Five 

categories may be us<:d to sununtlrise these npptonche!-1: l ll infortmtl ncgm :·~~or hargaming 
Cpdv::ne tte~HY pric.ingl, <21 tradmg. on organi~ed exchange:-; or auction.,. tll fonr:uJa pricing. f4l 

collc~tive bu.rgaining bct\vccn producer groups uno first lumdlcr.<-. or huye.i:'\ and hetween 
i,ttWermnem a,gencic''• und (5} udmim~trativo dcchmn between both privnta und ptihhc ugencic\. 
lt would appear that the movement ttw .. ard the· wh()Jestdc market .~tructurc h both a movement 
tt\\ ay from the fir~t· category. and the more intetventmt~ist n1ode~ of dl\covery ti1at nrc typicnlly 
n.l)cdbed tn a. planned cconom}'· 

n would appear thm the price d1scuvecy mechanic,m!'t do var~ ">mnewhat muong different 
cotrJtmdities" or a cornbimt(ion oi' nhemative di"covazy method~ may he tn place fnr.the same 
commodity t!omek et al t 9901. When con~tdeting the diificulth!\ and bene tit\ tt\\ociatecl with 
Uu! fonnalhed exchanges like wJmlesalt": matkets. it b u~eful tn con~ider '>ome · of the 
implicatums for other forms of price di~c:ovcry. Individual negotmLkms. wilJ only upproximr ,, 
equilibrium prices, if .neiti1~r buyer~ nor ~etlcrs pl15tscs~ market pc>Wt. tlr if infunnution i.~ 

sy:nrnctric:. The pdcth retumed will tend to be in n range rather th 1 a ~peci.t1c ralue~ ilnplying 
that. price rcporthl~ bf!t~ome~ time~consuming und expr ti ive ffomck ct at 1990,. r2CU l. Auction 
ma.rketr;. to some extr.'Jit, tend to facilitute the dett?nmnation of prtce~ for commmlit.ic~ that may 
be difficult lO Mnndardtsc_. Phyr,ical illspection is HJcilitated by &l~liembly of the produce,. which 

can arfd to the expetlr,e of these opemtions. Collective bnrgruning solutmn~;. ~uch a" ~~mng 
through voluntury co~operatives, may benetit farmers hut w-e subject to inherent frec,..rider 
problems fTomek et al 1.990). T()tnck et ai ( l990J !lt~ue th: ~" this form of ~xchange \.Viii iuore 
.closely approximate the equation of short ... run supp!y unti demand, especially \\·here th~ "·oltnue 
of transactions is large~ the quuHty of the produce is broadly rcpre~cntntive of .tot~tl production, 
unbiased information is available to all pattlcipmus. and price~ nre nbove the gm;errunent 
bUpport leveJs {Tomek et at 1990~ ppZQJ .. 204 ). 

One of the me-in difficulties associated with commodity mad~ets is thut of .insmbtlhy il1 price~ 

due to speculation .. This would .appear to be a greater ptobl~m where buyers nnd ~euers do not 
physically meet, and determining represcntntive prices rnay be mt1rc diff1cuJt {Tomek et nt 
1990), An additional difficuJtyt the uthin market" phenomenon noted previously, Js \Vhcte 
aggreg~tte supplv and demand is oot truly reflected by the· tr&tding; on the market (Nelson und 
jrurner 1995}. ~Uutt. is, only a very small .portion or the. transactions d~tenrdne the ptice. The 
thin market primng itnperfections may occur when th¢ terminal market is viewed tt,li· a pJace for 
dropping temporary surpluses or by buyers when other sources evaporate rTomck e~ ni 



l99t1.p205). Although \:mpirical evidence on this phenomenon is inconclusive cNelhon et. at 
1995l. there w~1uld nppenr a pl'im4 j(:dl! case for n~sumi:Jg h1efficienc.ics wh~re price~ nrc; 
formed in the presence t)f thes~ di~tmtion~. It Wt)uld nl:so appear possible to overcome these 
problems by alternative metbt)ds of informatkm provisioni' such a~ in electronic trading. 

It ih utsn useful to cr•nMder the pnssibHitic~ of computer trmhng m more dt>tnil. 1"nmek et nl 
argue thut thi~ is onl)' likely to be succe~sful whet~ the commod.itics cun b!~ ucc.:ln'at~ly de~crihed 
tgrudedl. the equipment and iH tnainten.mce crt·as nrc Mlfficiently inexpcn"ne~ uml that Jhe 
pf()duct~ of de,cripthJll~ are ~eerL U!\ credthle .( 1990L For vcgetahle~* the~\! ~rtten~t may be 

difficult tn obtain without u larger leap in technological innuvmion. Jt h ptl'-~ihlc lhat lttture 

rmu:kets a~ ml altem~ltive method of or,g:anismg exclmnge are &inularl.y limited hy the diJfi~uJtic~ 
in ~peeifying future~ contrat:l,. 

ln mo~t cm.es in China the level' nf urhitr:.1ge are ltnv,. and conducted exciU\l.\cJ: by the 
govenunenta although there i~ &otnc anecdotal ev;dence d.t,tt Lh1' itCtJ\?ity 1\ m~rca;.,mg m the 
n1o.re :emtepreneunal whole~alc markets. Tbe government t"ClulOI<• nnwh uf lb .inl1uenec on trade 
flows by ltll,POsing heavy levte,. t!.t);eh, and fee~ on tnm~pottation. Notwitb ... tam.:lir1g, tht~. 

transportatiCttl infra~t.n!ctut-e t\ mlptoving. an·1 govcrrunr.~nt eo:~truJ i~ dectimng. Fur example, 
total grain market i\ 445!\1t. of :which lOU !Vft under ~~nvcmment cunu·<ll. l70Mt hrcsughl hy the 
governmen.t to the tn'trket l50?\.1t Ct)tntll~m;:ial. Th~tt i~t the government cnntrnh utmut a third uf 
the grain market~ the government: buy& only one tenth ~,f tht~ grain ~upply rmm the market. and 
the re\t is e~Phnnged m free markets (Ding 1996). Thi~ gru.in marl~et devclopmet'~l "is of 
p;trticttlar interest a~ the government is now trying to develop the \Vhole~~tlc gram market\ as 
vegetable market~ arc largely seen as a ~ucce~s. 

Rapid advancement oft11'~ .level~> of retail murket of f<md in Cftina has al!:.o put prcs!-lure ort the 
develt>{lment of wholesaler~ to become more open to tll;.itket forces c\Vnt!,Ol1 1996l. 'fhi.., has 
brought concomitant ptessure to improve market facilities of servicest communication and otb(,!r 
infrastructure to support the whtllesale marketing system. This has resulted in mnny dearly 
different types of agricultural wholesuJe markets i.n different citie:,~ which have different stories 
to tell nbout the cun-ent status and future directions of the refm·m proce~s. 

Although this t()pic is of obvious importance, t11ere has been very little research conducted on 
th~ structure r .1d ;unction of ugdcultural products markets, partkulady by western reseurchers. 
'While this ~ ·., · ~sl)me ways reflected by the Jack of datrt available, it is also indicative of the 
dynamhr,>: ~- ; Chinese food economy. There is stUJ evJdenc;,., of strcmg government controls 
.in thest;. !"~ ~., · • ~, SP.Ttle Of Which Will be discussed later1 lbere is also good m1ecd<>trtl evidence 
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of only u recent arnval of cntreprencurialisrn to lhls sector. This ~crvcs to highlight the 
ttmelines;;, of this analyst~ t.o un area wluch should be fertile ground fnr future ref.lettrch. 

At this Juncture. a ~aveut on relmhiht} i~ in order. \VhiJe. e\'cry ~rrnrt h~l~ been tmtde to cont'Jrm 
~tat!stu:s nnd to crt'~'·~heck ohserv~ttions from mdependcnt MlUtc.;.~~.. .• the e.xactnc\s nf the data 
that follo,-.,· is oh\mu~ly open to: queMmn. lt •~ bciieucd. hl"IWC\cr. thnt th~ figure-.. and 
~omment~ reported here arc tu~l; tho\e wlnch !\bn\\ a reuMmahlc cmhhtenc\: with tho~.;e from 

other !-~Oli/CC\ tmd~ while exact ti~ures may nnt ne~e,,aril> he t•orn:.·ct. they ure i11u..,truhH! of the 
pmrtt~ h~ing made· In the ahv~n('e t>f e!hermtuve\,. tht" 'eem' tlw mu~t ~•ppmpwttt.• \Va) to 

pn1v1de tl'lttal mfnnmttwnon tht~ tmportant toptc. 

To devdop tbc~e oh\Ct\:atmn-,. the author;.., VI"itcd n number of whole\~le rtlaxkct"' m Hcnmg. 
~anJing~ Guan~zhnu and Shanghu.i m June and Ju!~ 1996 L~mguage u.nd cuitm·ttl barnet'\ madt~ 

the u~e of formal sur\ey' trnpra~ucat h'l\\iC1.r:r. effort" wt~re mude w ,p;.nhcr \:tlfl"tl~tcttt: 

mfot1r.t~tit)n on the \ttc and fun'ttlm of thc~c market' m dtffer,mt 'UCd\. tt\ a h,u~·kgrmmd tn 
m()rc tbnrml ~ma!yst\. Alth(1Ugb the'le f1mlmg~ were '-lnmewhat a~.lltm. und ut t1mc.,. tbH'icuft tH 

verify. the prlnc.tpal oh.,ervatton~ t"f the nmrc t.nler~~ting ot the L\f.hC ~tu~ht:' ;.m: prc\ent~d 

helow. 

TheH~ are at least four tmuor W'hole~ule mnrketh that provule food t\) BeiJing. In the !\;nrth it t~ 

the Dazhong:st Agttculmral Prnducts- \Vholes.ale ~1urket ummtmned m \Vntson lCJYfu. und m the 
so~Jth Huaken Yuegezhuang Vvroor~~ale ~1'arket~ Xinfad; Agrkulmral mnl SuJc .. Ltnc J::.rodu.cth 
Wholesale Market and the neighbm,mng t'tate ... run; Central ~1arkct\. Currently. it l\ the flr'iit thr(~e 

that appear to supply over 9CJt:t of food the Beijing~ ·with Dathong~l commonly ~1tc*J u~ bemg 
t.be largest. foUowed cio!;ely by Yu~~eztun:fng and. Xlnfadh \'Vtth the latter havtng u htrger ':!hare 
of the :quaHt)' meat and u.quatic product~ marke.ts. 

StrutHure tmdPer(ornumce 

the 'Daibongsi 1\gticultural Products \Vht"'le~Je Market in Beijmg ts one of . the JurgeM in 
Chinn. atld arguably U1e most tmpm:tant in Beijing. 1"'his market was .estnhli'>hed in 1986. 
following the govetnment~s relaxation ofprice controls for many foods. in 1985 .and the ~·~opcrt 

door to l3eiJingn P"'licy <Dazlmngsi 1994). Similndy, the Hunkcn Yuegezhuang. \Vho1esale 
Market was fonn~4 Onl} ttl 1986. built on the land of the Yuege%huang Village· .and financed by 
the Mf;listry of Agriculture. Through close co-operation with the Ministry of AgrfCUltute the 
latter mutket is to receive spedal funding from the W .. 1dd Bank tUS S1U>G~,{)O{)} for 
development of their facilities. A .more transparent example of co,.operntive ow.nersltlp m 



Beijing is in th~ Xinfndi Agticultur{d nad Side ... Line Products \VholesuJc lv1'urket. established in 
1988 <Xinfadi 1995). Xinfadi js the 3,000 member Villnge co-operative ·thnt m.vns the land on 
which the market .re&idest nud h.1 xvhich the managers ru-e nccountable. \Vhile Lbese rnu.rkets tu-e 
~dl of similar age nnd ~upply h1rge l'lhare~ of the .l3eijing matkct. [)athutlg~i .i.~ a r~cogni~jed 
le~\d¢r in this c}ty m tenns of prtae ond innovation! however\ mcrea~ed government ha<:king; or 

Yuegezhttilng:~ pi!rtieularly its (hem- on higher valued g.omh and more- mndern infmsttuct.ure. 
may sr, ... m change .thh;. 1'here is httle mt<mtction bet.,veen market nmnug.c1·s. cx~:cpt. an inhmmd 
arrangement to get together once a ~ear t('l dt)«:tt~\ emnnmn b!\Ucl.). 

t'te v~~lue of !l~des from all the~e market\ has g,mwn Mllht.UI1haU~ thm1 year to year . .l~or 

~-tzhotlf!Si. for exampl!! .. miuull}: ~ale" ~vere minr•r but tbey g.rr~'-' tn nn ~IVt~J·ug<\ \alu~ ·uf 'Z-7 .9 

nliUinn Yuan teS$~ . .34 milhonl per tnonth t.n 1()91,. ll~ mHlmn 'Yu~m in 1994 1t~SSDJ6 

milhon)., anl125~ million Ymm per month ht )99.5 tDa1lumg~t l996t Yucgciint;mg; l\ ~1\~0 ·-,tud: 
to he trading approximately one billion k.do{lr~mls per year. or in \aluc tvrm~ J.huut 2 h1lliml 
Yuan (Huuken Yuege.zhuang \Vhole~:~ale l\1urket HNhl. Jn Xtnfudi. the expected unnual 
turnover fot· 1995 was 14Cx1 nntlmn ktlogram~ and iOSU million Ymm tXinfadt 19951. 
'V~getahle~ accotmt 1\)r the m~t~.lrity of \ale~ m the Duhong~t market~ at llll1t'\ upprnachmg 80 
per r:eut of the v~llume of turmwet~ wbHe fifo,h. frun~t muut and poultry i.m.! the next most 
important folll'>\\:ed by gxaitl~ und edthle oil tllat.hong\t l99(H. There "' almtl\t n'" l11tomge~ .ap:ut 
from u cold t.·o~."m \\luch is used fot aquatic prt)ducts. aml no retail r.,alc~ Dnthong\i i\ thought 
to s~rve ubout 30!;{ of f3eijing:\ \'cgetuble requtremcnt~. compared with lhc 1W .. '( ftgut~!~ 1hr 
1992 report~d itt \Vat!,on c l996l.ln a himilar mruH1Cr, Yucgczhuung: de~tl"' mainly m \'C!-etuhfe~; 
however, it has nMrong interest in aquatic product~ and pork Um.mgh the de\elopment of Iurgc, 
&pecinl purpo~e. fm:~d baU~. Vegetable~ account for over sor;. nfHlt fh"niuct' \Old. fruit~ m:er· 
'lQCJC ~ then meats, aqualic products. grains and oils. Jn crmtra~t. X.inntdt i~ excJu~ivcly a 
vegetable and fruit markel~ with no s.toragc fttciHtie~ for n1ent of :«quati~ produt·t\. 1''bey al~o 
claim to serve around 30* of the lletjing vegetable tn~\d~ct~~ w.tth 9Dt.} v!!gctahlc~ .. und the 
remainder fruits .. grains and. oils. and meats and eggs. 

'Dazbont!si is seen n."> a. reasonably 'lnrgr employer lor f)Uch a. market+ '"''ith, currently urnund 500 
workers. Similarly. the tnitnagement ofYuegezhuang consists of <.me general manager nnd fh·<~ 
managers who oversee the conduct of about· !J$0 workers-.. ln Xinfadi~ there tU-e a geneml 
numag~tl 4 managers. und nround llS other employees. With r-egurd to fees for supporting 
their manugemcnt servjccs, in 'Dazhongsl. sellers ore rc.quired to pny a trading feet which in line 
with government re~ulationf can be up to n value of two pen~ent of ~heir ll.U11ovet. ln l99Stheir 
annual r~venue was ntou.n($ ,22 million Yuan. t.Daiho.ngsi 1996). However. the mnrk~ts often 
charge dls¢ount rates to encotu:l.lge new sellc:rs and attroct participants frm.tl other llJUikeis 

t.DMhongsi \VholesaJe Market. 1994 and Xinfndl 1995). TI1e Xittfndi a11d Yuesezhuang 
management structures m-e bolh supported hy Jl :lower 1% fee on. seUersf 
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AU three ,of the!:!~ markets have u large geog.raphical reach. The participant~ in Da7ho.ngsi~ 
\\hkh include ~tate* c<)llt.'<.~tive and privute entcrpdscsJ teputedfy come rrom over 60(J countic~ 
across 28 provinces tl)azhong~i Wholel'.i~uc ~.1"'tket J994J. Shnilmly, Xinfaui druw~ sGUcr& and 
hnvers frum u.il over the counu-y. rwemging around 10.000 to 20.000 buyer~ and M!ller5:. pet 
:<Jay~ iilthough nrounu 60~( of thi~ activity is .retail. Dazhongsi h;;p, un operutmn In Slmndong 

province~ ~t mml ctnttc out~ide acuing. which otlows Ch)ser acces~ tn th~· pmducer~. AU 
ma.rkets compete to attract buyers :.md heller"' thmugh the provJsion of inf<>rmulion ,puckage~. 
food. medlcul. fi.nnnc,i;tl und ttL\:<Hnmodation hervicc~, ~ecurity and confract enforcement. 
as~istal1Cf! in transport nnd handling. and even hr:.;mch tt,nrket!-> it1 province~ l Xinfudi 1995 ). 

\Vith regard h.l vertical integr.nlioo of markets. the CX{,ericncc here ~eem~ hmitc<l hut gro'rving. 
There is some co-operation between ()azhnngsi .and J<1nd pn1cc\."ii.ng fa(;toric">. mu~t Ul meat 
(esprcinll}r pork) pror~C~\.ing.. Thi~ m<we~uent into vertical Hnkuge"> uppclu·" tum"d nt <!'Venttmlly 
stopping the ~maller ~ellers fmm rcmajnmg in the market~. The'\.,. prm:e"wd gumJ, are \Old 
ntain)y in f3eiji.ng:, for example. cooked meat with designer puckagJilJ:!. The Dalh~,ng"i market 
aho o\vns twelve dihcount retail ve !r.tahle mark~~t~. and i" c~tuhht,hing u centre fur ~pccia! 

tChinese) veget~ibles at Dazt10il' ~ 1 explmt a 11iche rnurket provided hy Be1jmg'" growing 
:rrstnurrtilt trade rOa:zhongsi l99t . The latter will draw ve;?ett~blc~ frmn ull over (''~hlnu. and 
specinlhe in the more exotic or wild 'Vegetub.le!'l demanded by the higgc~t re~wurunt~. They ure 
~l~o bialJqg a delivery centre project., whirh direct M.de~ ru·ouml 200 tcmne~ nf vegetable~ per 
month to over 30 corporations and instit.uUons l., Beijing <D.azhong-~;i .I 996J. Similarly~ in 
processing. Yuegezhuang ha!l a :~no tonne cold r<>om form.eut and aquatic protluct"t. b•tt it doe~ 
not ,at tl1is ~tage do the actual freezing and proce~sing un sHe. Trun~port activttie!'.! were 
restricted .to .the air-freighting some .lugh value vegetables .and the delivery of local orJcr'-1. 

\Vhen asked about future c,Ure.ctions for their nuu·kets. the.:: managers of ull thre~ market~ 

perceived u. shortage of .experience in their stuff, .speciJicully when cmning to term~ ·wiJh u 
m.arket..environtnent1 us being tme of the .key weakuessc(:s Qftheir current crnerprhe. Reforms .to 

marmgement and .labour relations were eom.mon themes in Dazhongsl nnd Xintm.li. and were 
seen ttl be promoting produt:tivity .• accountability$ and wuge n~~xJbility ll)a7Jmng,hi 1996 and 
XinftiJi 1995). They were also all C()nc'*roful ab.:>ut the level ofinftastructure itt their markets. 
and w~re in the process of expanding, in.itlaUy tneir ,office facUiliest nrtd later working. ott future 
infn.:istructttro development The Yueget.huang n:mnager also perceived major problems from a 
shortage of cap.ital. exacerbated by high interest rates and heavy ~x level~ !ZO!k to .Beijing 
govenunent roone) '1:infadl. on the, basis of reasonably ht;althy pt?fits~ wus l~.)h concemod 
about this. ilS it iutt.nds to use its assets to invest in c.olif storage for vegetables. fruits nnd 
aquatic products. rossibly further packaging and processing. rhe major thn~m to fbi~ lauet 
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.n~u·,.:.~, ~lr;"• .,~1 , t'I.•HtH."~t, ~1:-J: 1~ wJ.,.;o •· . • ..,.Ult' t. .. ~~'Jllt ~~·dt'." • 

t~*'1vernrm~t~t trnm tuking~nver tht~ site for u t)"•w, :tJtgf.;'r hmd mark~:t. 

The role or government intcrv<.·miqn 111 thl'~c three tiiarkct~ Vtt\ durmc~d lu he minunnl. and 
pe.rhups h~sl em:nmpa~\cd hy th~! ,.t)!ll\!Wltv~' hltangihlt" nntwn nf IH>\v "uppmtiv~ tlh! 

gnvcrntm:nt. wu~ p<:rcc.~ivcd to hi: nt th~~ devc!opmcnt ()f the tmtrkct h)' tlb~ mlmug~·r~. 

Yuegczhuang~ for cxampk, apJWtm.:d lo ht1 ~uhJ*-~"l h) ~\tt.!U.fl!'t' go~l'l'tllllcnt mflt1cncc. a" wa~ 
:t:lb&cned )n t~te secunng of tht! \Vorld BanJ.. Ci~pHul~ howe v~r. a~ ll \hH" HlM> mol~;~ sct.~rt.~lin~ 

about its uctivitic~., ("onvcr,dy. in thl; ct:~c of XmhuH. lht~r(,~ l\ an nhviou)'. scn"c nf nndty 
bet\\'cen the \dlla!!t! and tht.~ ccntnd gtlVJ."t'llllNit\ r~tx-cmUy t>V~:r lhL~ ~~~uc o.t the control ut lh<! 
~itc. In Da!hong!-.i. lt ;, mtcll~\tlng to rt )tc that th~~ hx:aJ ~~nv~nlment 1 ... vt~t} «U:th.<.' in hnlh 

pt'('muting. the market~ ar11.t modifying 1h :,frm:tun:. In J 9rJ5 lit~! ctly cmm(·d \UTi.mp;~d for 

Dazhongsi to c~tahfh.h :Jirc<.:t ,.,uk\:· rclahon!-tlJJps. b(ltw~cn thi'11ll~ll'K{~i •. md llt\!'tC tn the pmvmt.:c~ 
to .incrca5e turtm\er. ~upply and t:ht~ vuncty or lbod~ Uhtilahle. Th~:st! utT~mgcmcnt!-. Hl\·olved 

agreement!\ umm1g market\ m.ul a 'ariety of govt~flltllent: lmdil'' ;ht~luph the !!0\ &::rnment 

~pon'iored St~cnntl Vc:1tctahh; Pr<:~ducth Ivhu·kctmg f\mtercn\."t~ in Nnv\.!mh "r l9<J5 UJathmlg~l 

1996J. 0-fJurd<~t· urea~ n;· ,w-.·crmncnt mHucnd~, \Udt W• m iHlt~t-.n·ut·turc dcvt~lnptnl!lll. aH: ~\l~o 
impm1ant ·the D4u\m•:tgl;J l\nnuaJ Rt~portl't>l' J 996 note!\ that potu:c barricadt!~ m1 higt1way ttnd 

excc~sivc tran~pona.Uml fine~ and ~.~hargt~"'· arc ptv~mg partJcular dsfTtcultit'" to mc!nlwr"' of the 
[)uzhong\i Circulutinn A~.!'lncmtion <Dalhon~si l996J. I:?omh Wt.:>te al~o oh-.cl'Vl1d to b~ loo 

narrow and r;onge,tcd anm!itJ the iHHrkct to permit buyers aud l~llet:-. through. 

The announcing or pril:{~:, t'> not very udvatwe;d in thel'!c murkct\;t de~pitt! MHm~ t'C(.;t'nt 

innovuti.(m~. In 4B tuurket~ uvewg'~ daily prices wen~ JWailable by phnnc tt> producers. und wcr~ 
occusionully included k television hroadcasth. "fh~ Mirtf;,try of Ag,rtetdturc~ whh:h kr!eps u. Im·ge 
national database of vegetable rrice movcmctUs for traders. aiM) suppkmented thjs pmcc~s by 
reporting weekly price~ itt ·filrmet new8papers (Xinfadi l9t16J. ltt OU/bong~i. pcrln1ps the leudcr 
in using uew technology to an.nounce price~. the recent erection .of a billhout·d .. ~izcd tel.evbi<m 
has meant that daily ptices ure now displayed c~utside the market. AdditionaHyt u fuc:-;imilc 
s~rvice and ~t Dazhong!)i newsletter were being introduced to suppmt ·.:his cottlmunicotion 
process. A new dutabase und infonnatiou network wilh nine other gover·.nment informatlcm 
ceuu·es atld other ogriculturuJ tmding companies ls ulllo being developed <DnzhoJ.)gsi J 996 ). ALl 
markc:•s were generally prepared to voluttteer these price~:t to one ntwther. both Yucge:lhuung 
and Xint.tdi purp<>rtiug to se11d prices to l)azhongsi on a regulat~ bu~is. 
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ln nH markets the supply and demand wcrf! clnimcd as the main determinants of thc~e prices. 
Differences hctwecn wholesale nnd retail prices are vct·y sens(mnl; howevct\ they perceive little. 
tlifferencc. in dny tn duy prices. According to the managets al Xinfudi. p1·ices urc decided mainly 
by the bargaining of hu~ge buyers nnd sellers. There is good anecdotal evidence of growittg 

consumer Mwcrcignty. such ns a Mnall retailer at Xinfndi ~omplatning Uml the ,. ;trkct is 
c;ompetitive and the consumers nre picky and prudc:mt'' {Xinfndi 1996 ). Of pcdnlps grcatcl~ 

interest is the degree or C()~ordtnation between prices in thc'le markets. Some markets nt·c 
perceived to be cheafY.!r f(?r n ~mall ~eJection of spccHic good~. but genct:~\lly diiTcl'cnces in 
prices are seen to he mainly transportation coMs .. ond while arbitrage nmy lv~ useful flw 
uddressing snMll market imhahm!:c .. it was f~nernlly not ~cen as n profitable entct·pri~c. 

The: oJd <.~apiW{ t)f China. Nanjing~ supports n stnallc1· population of around 4.5 m.itlion people. 
The city ls an important industrial base fur the Chinese tn()tor vehicle. clcctt'Otlics und rnnchine 
tool industri•: .... whtNC populous is served by n number of !'!mullet· food mm·kcts .. The princil1:•l 

two \t.holc!~ah~ m~nkets in this city are the Beiyunting Agricultuml Ptoducts Mnrkct nnd the 
Zijittshan {PHtple Muunndn) Agticult.uml Products Market. 

Structure and Pe 1:{omumce 

The ~anjing Beiyunting Wholesale ~Jarket fot Agricultural Product~ i~ a privutcJy .. owlled 
enterprise managed by the Nnnjing Beiyunting Market Development Company <Beiyunting 
19Q6). Founded in 1.984, it. is expanding rapidly under sp<>n&orship fmrn the dhtrict 

governtm~.nt administration. Zijinshan Market. --which is on the western side of Nunjillg, is t\llly 
state .. owoed ~nd cortttolled by the Vegetables Dcpat1ment of the Ministry ()f Agdculturc~ 
Founded in the early 1990s, its most significant growth bus come in the last fmu· years, The 
Nanjing Beiyunting Wholesale Market for Agdcu!tural Products is what the managers refer to 
as a ''second class market'\ that is., it draws il:' supplies from smaller traders who huy dif(!cUy 
from producers, rather thnn deal direcd}r with producel·s, nnd is not itWOlved it1 retaiL Like 
Xinfudi;· it deals mainly whh vegetables! which account for over 95% of its t;·ude. The 
remainder is mainly grains; wHh a smnU nmount of nquatic ptoducts, which is facilituted by a 
limited amount of cold storage (30 tonrtes) (Bciyunting; i 996) •. This rmu·kct has the l~trgest 

throughput of all markets in this city t trading t ,090 miJiion Yu~llt pet~ year and I ,030 million 
kilograms of product in 1995, which accounts for 60~80% of Nat1jing~s demand (Seiyuntlng 
1996). ln contrast, the srnnJJer Zijinshun lvlarket tntdes a much wider vnriety of products. While 
again this is mainly vegetables (80%)t it also deals in poul.try and eggs (15%). and some drinks 
(alcohol, wine, beer). aquatic products, meats nttd. thtits. The tutal value of aU commodit.i<:!s 
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traded lm) risen from ~0 mUlion Yunn ill 1992 to the t 996 vnluc or 150 lllilliotl Yuan. This . 
rnutkct supplies th<.~ consumpti.on needsu~·ctos~t' to 15% of thecitis population. 

There arc 20 m;.umgers and .50 active worker,;; in the ZU!tt!ihan lllntkct. On iWI.!l'tlgc, 2.000.-J,OOO 

traders usc the market each dU)\ with uround 95% of the pmduct~ c<lming fl'om othe1' 

pn-'vinces. rn the lurget· Oeiyunting J\11lfkct then~ nre urmmd .550 workc1·s including 4 matnlg.crs 
and a general manager. ln hoth markets tnuJing htkcs place around lhc clock ill Mlmmcr,·, while 
in winter, buMncss i" conducted tmly dmi.ng the dny. Thb activity is ~uppnncd by Mticlly 
tegulated nmnugcmcnt fcc~ which have to be spent on developing and mmntuining: equipment 

~md fncilitie.~t deamng. mtd udminisU\ltion. The mu:dmum levies nllowcd nrc 2\ , of the vttluc of 
transa~tiunf n~ i~ implemented hy Ztjin~hnn. The l3ciyuntintt tnnrkct charge~ both buyer~ und 
sellers less than 1 ~( ·~ itl times of .~~~ortugt rcdudng Ql' removing. the levy on producer~. Some 
:-,pccinl. cln~scs ofcu~o~tmners are abo !!iVell d1~courns: such us -,nldict~~ univcr~itics and dhabk:d 
imlh idtutJs t oJ .. o.s~:; l. 

I3eiyunting is n.or involved ut tnmsportati.on at. this stage hut may do Uti~ in future. The 
governnwnt wnnts this m;\tkct to get Ultlre heavily involved in on .. "'ite packaging, frct~ting and 
pr<>cessing of raw comntoditte,, Interestingly. the mmutgcutt~nt j, t·ctuctant .tn cXJ>and in this 
dire~HOfl as it does nt\l believe that cu\tmnr:t~ desire anything. b~youd fn;•"h fomb nl: this "tagc. 
M()St prncc~\ing taking ph1ce nt the first l~wel only~ for example~ dned fru~t!l und vcgchthJc~. 
The tnnt·kct hns established long .. tcrm ~upply agreement~ \Vith 1300 truucl's in over l\Vcnt:t 

provim.:cs in China tBeiyunling 1996}. Bciyunhng Wil"~ more expmt!-tionnry. nnd wns hoping H> 

develop a gt·oup of wholesale ttlP :i:ets~ with a hotel (neady complctedl. rcMaumnt. rmd nn 
expanded runge of commodities thnt h~·,.Juucs grains and fnuts. lt is uho worthy of note thut: the 
market, like many others. bas one of its objective~ to de\'clop broader economic und social 
c<mditions of Nnnjing and its vicinity cSeiyunting 1996 nnd 19941. 

There i.s some direct t~stervenUon h1 the retail side of vegetable markets in this city. A rcw 
cortunodities (nroun.d six) ill e~tch sen~on hnvt~ their prices controJlcd by the Price· l:lut·cau. 

~rhese u.re commonly set ns wholcnale ·:price plus 30%. For exnmple, ht summer~ Chinese 
.grect1s, Chinese cabbage. tomat<>cs at¢. corltmlled items •. By wny of compurison, for other 
cotnmoditiesln Zijinshan, prices for retail. were SO to l50% higher than the whoJesule prices. 
Notwithstanding thL1 margin; the bt•sic price levels ~\re highly se~tsotutl. 

It is interesting to note thnt despite its emphasis on mnrket·Icd growth, the Belyuotin~ 

management saw the stabilisation. ofmarket supply as nn hnpotiUht objective. The rnuna!Wnletlt: 
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claimed to be able to m,siM: in doing this vhl it~ control on pl'icc5 und quamitie~. HS wull a~ the 

uvniJnbilily of intonnation (Bciyunting 1996). 

At Heiyunting pril:.:~s nrc ~uTtvcd m hy bargaining tmd the pt.·evic,m!) d~1ys price~ nrc di~playcd nn 

a fnrge hlnckbonrd to form the hthh for: Mlh!,equent tmdin.g. ·rhc nutmtgers Ml!!f!e~tcd thtll their 
prices n..rc ttlittlc lower t.h~m Mm~~ of tho-.e in the other markets. and nbmll .10(,; or the buyer~ 
ttlke pmduce l1lJtl1 here to the ~nmlhu mntkct'> Mtch n~ Zi)inshan. \Vhite 'J.'V;( or its hu~1ncss is 

wh~llesnle~ it dnhns that the change In price from wholesale to relml i\ unmnd HJO<J. Markell-! 

in Nttnjing. s(Hlr~ price inform~ttln~l via the dry govcrtuncn(s computerbcd Vcf:!ctnhh: lJrice 
nclwork. The!-!e provide infbt·mntion to the central gnvernrncnt and allow the otlwr rtHlrket~ to 
view one nnothefs daily prices and quantHi.e~ of ~ales uf key vcgutable~ ~u.:rov~ lh'.~ ctty. 

Cn,o;e Study 3: <;unngzhou und Shcnzhen 

There nre un intriguing mix lJf wlmlesale nmrkcls in the ~outhcrn c1tie-. of Guunt;uhou. nnu H~ 
neighbouring special economic 7.orte city of ShcnJhen. ·A~ both huve rcndy accc">"> to nenrhy 
Hong Kong, th<!' w1riety of food}<. nv~lilnhle are more fumHim· to wc~tcm oh~.;encr,, tn pattu:uhu\ 

there was a high level or import~ fwm other counn·ws. There al'ln ilppe;n:~ to he a mix of more 
locut stute .. owned HHlrket~ (~irnilar to Zijin!-lfHlll ill Nnnjing:J. lurget\ showc;:t.">C nmrkel~. und 
highly cntrepreneurinl markets (~imilm· to Dazhong~i l. Sht.,.nt.IH:n. in pw-t1culur~ contnin., u lurgc 
proporti()n of higher incmnc consumers from the booming ~pcciul e~unonw.; zom.~* and h~t"> on~ 

of the largest porutution growth rates in the world. nvemgJng 45~? per tumum in the t!•~t decade 
(Lonely Plrtnet 1994). 

Of the smaller~, statc ... owned markets is the Tin Ping Fruit Wholc:'tnl\!. :V1tu;k(!t in Ouang.:thou. 
This market sianed tls paJt of u more cumprctwn';ive. agricuHuraJ market whh:b begun ht 1986~ · 

separating in 1989 to fm:us almost exclusively on fruits. The hmd on which lhe 11,000 mu 
t 730 ha) market stands is owned by ~tlocnl village. the government Jl'"-'Viding the udmini~ttiltion 
of the mnrket. This focus mt fruits mnk:es thi~ market more s~ciulised than others iu the city. 
es~ciaHythe m.ore famous Qing Ping.~· /icultural Products M.urkct. Esmblbhed in 1979. Qiug 
Ping is a showcuse or ".~ompreh~•l ,,: , ¢!' mttrkcting. The m~trkct covers m1 enormous i'nngc of 
pt·odu~1ts, physicalJy including n. network ()f prt>dUc<!: stnlls thut criss.-cross many nvenues and 
lanes of the older part of the cit.y in Guunszhou. 
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In Shen:then. by stark comparison, is the Bttji Market. nm hy the Shcnzhen Agric\ilturnl 
Product\ Shm·c Co. Lnl. Hsttlblisll:~d in 1981, this •nurkct hu$. ,l,·vcloped vet)' <t~tickty mtd been 
the subj<:ct of some keen gtwe.rnmcnt attention~ lt hu" no Mate owner&hip although the 
p,uvcrnm~:m bas contributed to its initial cupHul. nlong with privutc investment from ~even hu·gc 
pdvu:tc enterprise orgmn~uUml" which contributed cHun and Fan J 99JJ. The Buji market .is 

possibly tht~ lurge~L m C'hmu, although makHtg a def1nH.ivc ~t.atmmmt may not he po~"iblc with 
the market~ we sampled, 

In Tin Ping thel'c nre around 400 ~eller~ u'ing the market cac:h dayl ulJh,in!! 144 .!ic.•paratc 
stunds. Anmnd 200 truck~ come c~wh day from buyer~~ w1th about. 7.oon to s.ooo wlwlc~uter\ 
buying here euch dny. On uvcrugc tlwy \Vuutd t.rauc oround 500 tmm\!~ thuly nr tnJit\ fh1m uH 
over Chiou~ at an average P,ncc uf 2Y/kg <urmmd 365 nt:Hton Yuan per y~ut> <Tin Pwg l9CJJ 1. 

ln Tin Ping they only uuport troit product\, from rnamly Tlmilnnd and Hl\o mmc wide!}'· viu 
Hong Kong. 'l'hcre nre two other fruit market" in Gu:mgthou of ~umlnr ~t1c ""·ith Tin Pirtg 
being nbout middle ttl tennl\ of pru;e. There i:, \nme trodc between the three nmrkct'1 .. C\fJCd~tlly 
hl the imported food~ f fnt example. upele't}. \Vlnte Qmg. Pmg \"'a" obv1nusly rnore 
cmnprehensive m format1t i~ tlifflcult to obtain infu:rmauon un thctr product m.tx. They claim to 
have traded 55 nullinn kHugmm' hl'Jt year, nt u vnJuc of 7HOmY. fJowcv~r. It Wa\ unclear tn 
what extCilt th1~ reflect~ n trade in non.-fnnd product,. or rcluH ~ale,, which w~.N al!ln iu 
evidence. 

Cornpnred to the othet· two! the ~ize of the Buji markl!t is tnJl!,!,tVc, po"'ibly being the lm·gcM 
distribution centre in China cHou and Fan l993J. 1'hc nwrkct supplic., nH of Shettthcn City .. a 
population or around 3.5 milHnn~ but cleutly uJso hn~ a muc:h extended gcogtaphicnl. rene h. JH 
l995 it reported exchanging 115 million tormcs <>f goods v~ducd at :5 •. 6 hillum Yuun. The lradc 
in thi& market 1s also C()rnprehensivc .., deulmg in nrmmd 2iOCXJ J.;;nds of coJnmoditieli. with 
about 1 0~~ of these origimtting from overseas. .H.owever4 the mnin fhcU\ remmn<t on 
vegetables. then fruits nnd other agricultural products. The market ha!) ugencic~ within it nw .26 
Provinces urid Ho11g Kong. whjch uct as, buyers 'tor u. wide wu·iety of thcs<! pmduct.s. They are 
very importnnt "'uppliers to Hong Kcmg~ ~upplying 6W1o of the pdmury traded agriculwmJ 
g0<1ds market to this cmmtry. As an cxmnple of this distribution. Jt wa~ noted fhnt em average 
t,300 tormes were exchanged each da)'. wills 800 tonnes going to Shenthen\ 200 tonnet; to 
Hong Kong; ~md 300 tonn~s to other ptovinces. lly comrnst~ few fruits they would rnuinly 
supply locally except n limited range, of specialist products~ fm· .examr>Je. Jychec~ and 
honeymelon, which are exported. 'Importers in their mnrket ul~o import d.irecdy n·om Aur,tmHn: 
gmpcs, applest petlrs. chicken, kangamt,, <1stdch. They eXJjOrt ly.cheest horteym~~lon. peurs. to 
South~ast As in nnd S{)uth Afdcu. 
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rtn Ping bns 4 m~magers nud employs 13 security stuff. The fmn· heud mnnuger~ m·c from the 

government, wllh the.~ othct· mnnngedul~,:tnff coming from the vilJt~~e~ ~ind ~itiw!b: ~...mployel's, 
There t\i~ ulso 42 \\Orkct',~.o involved in clcaliing, bundling. m1d C.lther custon1er sct·vkes 
thmughout the ~4 hmu~s of operation. l3y contmst the Buji murkct itself covets two lcveJs 
indudmg 3bJJOO mZ of fruit!t. which 1~ hemg cxpund~d this w 80,000m2 in ncm~ fnttu·e. Their 
main staff mcludc sn munage.-~. 4.ooo .. s.ooo ~en·ice people. nnd whoJe~alcrs t3,.000· 4~000>. 
Amund s.oon t.ruck~ of h~1ycr~ come thrm•gh this market each ~ay {uhmn 10.000 pet)pltn, 
which~~ operating Z4lmur~ u day. 

1'his inft1!:structure i~ ~upported by the cu,totmu·y mnnagcmcnt h!Ch, the rm Ping tmltket 

churgc~ l.S<;f of the value of the tr;mhactimi on hoth producer~ and cun~tm1cr~. Tht~ ·~mount~ 
to t\tound 8 tnillinn Vuan/year. und umund l nulllon Yuan of tht~ 1~ \flCtH (H\ \\'ugc",. cn~t~ and 
investment. After co~t\ the rcmmmng Js split 3o(:; tn g:ovcmmen1 and 70r:t tn v1Hagc~. the lon~r 
tl~ing these funds t<."' m~tkc "';odal cnnmhuh<>n~t to oth~r pmfCCl!'l whlch ure uot n~ce~~anly 

related tll the tnarkct:eTm Ping l9tJ3 1. 1'he Qmg Pmg ntm·ket chntges the mmc HtrmHat flat mtc 
of l..5~lto 2tf( t>fthe value oftran~actinn~. only charged ~n ~ellcr~. ln an mteresting dcpal'ture. 
the Buji nnu·ket doe~ nm chttrg~ 011 the value but: on ilonr muu occupied. The current nth!' is 7 

Yuau/m21da~~ plu~ an uddnional rent nf 40 Yuun./monthtm;.. 111c producers abo havt~ to pay u 
value added tn:x tu the gc;wcrnn.Jenl~ hut this does not go thr<lugh the nmrkcL 

The Tin P.ing manager~ arc not really interested in dcve.Joping uny relation~ with t1thct 

wholesale markets~ nnd take n more p.trochial view nf the it operations. \Vhcn. asked abom their 
future plans, they indktlted 'l desire to expand and m.oderni~e the1r faeilitie~. While incrensing 
their n.rea somewhat they !,vere having difficulties in sccuting: nnuncing to build rooting tn 
permit all,..weather trading and cold storage. .Devel~mmg standards and pmccdurcs for 
munage.rnent to provide u civilised,. ~~tfe and stable tmding environment wos al~o f)C"~n as 
irnportunt (Tin Pin~ 1993 ). ln contrast, the .Buji mm·ket was alre~ldy rapidly expundhl~. 

primarily to service the future greater access to the Hong Knng mut·kcts~ developing nn entirely 
new site with larger facilities for trading. dry storage, and the potential fnr greater usc nf cold 
storngc~ 

As with other markets, th~re appeared ·little evidence of direct government JnterventioJt in 
prices. Being state-owned. the Tin Ping Market appeared 10 b~we the Inck of clarity 'in 
management objectives that was highlighted pr,.wio~t/Jy as being tth¢dlr~d to ·perfectly regulated 
markets by Xu ( 1996). Beyond this, however, direct interventio'n in :prices wa,s, not .nofed. 
Sbenzhen; being a special ~onotnic zone, was the most liberated of ~tll tbe matkets vlsited* 
showing very Ut.tlc sign of government lnvolvem~nt in munagement, As ev~m the funding:: :tor 
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thi.s vettture wns largely mdep<mdent. indir¢ct comrols were also assumed to be minimnl. The 
differences h1 the performnncc of these nmtkets\ even when tmmpuring the mussivc llt\ii and 
Duzhongsi enterprises. would; at least supcrt1ciully. Itttest to the way that gnvermnent 
regulation of other mm:ket~ may have inl I ,~ted their developrnent. 

tn all markets they indic:~ted lhm price~ were ltrrived m by bargnlnmg.. In Tm Ping and Qing 
Ping thet·e is some mixture of wholcl'tale and retail, which nor.m;1Hy amounted to different {H'i.c:c~ 
depending on how much was bought, the former bei.ng mamly ~dlolc~alcr". with a high 
incidence of retail in Qing Ping. Buji w.ab ptin1unly wholesali!· in H~ n·ude* and mdit:Htcd U1at tt 

had a highly competitive prit:e di~cuv~ry proccs!,. 

CJ~se. Study 4; Sh~tJtgh~•i 

Shanghai; being the largeM and one of the most indu'ttriuH~ed citic~ in Chinu~ '' au intcrc~tmg. 
study in food di&tribution. Higher incutnes huve meant dull the food prmJucL~ arc often more 
elaborate ~Uld com<~ through n w.ider vuriGty of marketing chutmehh wlud1 nmy m:count t<w dle 
main and large.'.lt whole!-!~llc market not having the san1c market 1-~hurc a" "imdar l.ji/.C venture~ in 
Beting. This i~ abo partly exptamed by the presence t)f initiativ\!s by the muJtidpal guve1·nment 

to furh.~l in food from out~ide the city. 

Structure mul Pt!ljormmu·e 

The JargeM wholesale market in the city i~ the Caoail Wholesrde M'u.rkct. which supphe~ uround 
20% of Shanghai's vegetables. The managers of Caoan believe, that there nrc only JO .markets 
vf this size, in U1e coun.try .... l'he government has 5 .. 7 st.a.te .. owned nnwket~ which art! nJuch 
~mallet, often in re~iona1 areus. Caoan er:sts ns a product of government .and bu~ille% c<> .. 
. operation. and ls governed by a •'Cornmit~e of Holder&u of 7 people. The nmrkt!t emplr-ys 
around 300 staff in total. Surrounding Shanghai are a number of nwal ureus with their own 
market structureh that hcln service the city. One such area is Xuucheng ToWtl in Nanhui Coumy 
on the Eastern Side of Shanghai. rn Xuncheng 1'own there are pfun~ to fonn ·a n)ttjor 
ugr•lcultural market; .although this wiU be mainly retail ( 1.4 h~J.t At J'J'esertt, the t<>wn uncJ v.ilJuge 
enterprises are combined as au. official unit providing a very small mJu'ket ibt fruih;~ vcgetu!.1Jes, 
and agricultural ~ide products (peaches, wu.termeJons)t 'the main products ~oJd by the Cnonn 
market are vege~ables artd gruins. This ulso includes uround 200l/duy <>f grains~ SUO pigs a day 
of vork, and a. small amount of nsh~ 'the total value of ~xchange rose from 4tr million Yunn ·in 
1992 to 560 million in 1995. The vegetables are urn.wn front20 ptovincest with aroundJO% of 
these actually coming from Shangbnt Unlike Ouanszhou there ~tte no imports ft·om OY~I'sens. 
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Astde frmn the vegetable~ traded it1 Xunchcng Town~ tt is inh:restmtt w ume smne of then· other 
nt:tivittcs. Better tren~pmt 1nth\structurc hu~ led tf' a higher level of U'ude due to theJr pmxtmtty 
tn Sh~lnghni'~ deep oec1ut pl.)Jt, the sol'ln tube opclled scc1.10d mtematmnar aitr)(H't. ami the~\~ 
prnJCets' rchHt:>d tran'lport hnk~. For instance~ the low11 ha~ \omc export'-~ nJ ~elc~tcd fh.1wer~ .• 
fnnt~ to tap~m und Hong Kong throu!1h jomt venture,. 11tcy nl';n "ell ~o,mae lt1i:al vcg.:tahl!!~ to 

t'thct· provmce~. altht1Ugh dl<!} are not dtt<-"~tl~ tn\tlivcd ttl prtldw:uun thcm,cl\·~~ 

fit' th~ c~turmted .~ .400 food truck\ m Shanghm. (\tnan h«~' urmmd 7oo .. soo thruup;h thctr 

tn;,Irkct~ each da~ .. l't1ughl} eqtmtm!;! t~~ 5.000 to oJlOU buyer'- and ·,~ncr~. The buyer' ~ut~ a rmx 

tlf whoJc-,alc and retatl. v.Hh pn,hahl} an1und hOft tuihng imu llll.~ \\hnlu~ale cal'Cl!H!"~. 1"o 
\Cr~lt:C ttl\~~e ~u.,tmncr\ the m~ukel ahn c~dle!.ih fee~~ u· hnc \\'Hh 10.h~hdy ddJctt•nt gn"emment 
t'e,g:ulatJon~.; whn.:h uthm lt:\ '"' ot 4t.;( u~ the v~uuc tnr \'ei!etahlc"' ~md U.W; t~t v.ldue"" tor gt·mn' 
E:v4!J')('OC cntcnng the m,.nket .grtlttnd\ ,,, al"u chargct.l OS Yuan a head fm cnu'Y tn the 
prenu:-.c1\. In tht Xun~ht:.mg 1 \t~n ntarkct,. le<~" arc dtarge • .ltu the mnrc c,,tnrt1tHl hUe Z(; ttl the 
\'ulue of tran~acunn. 1U\'tcd tm 'eller" nnl~ The rctm1 rnarket t~ot run hy 4-·:t m~nl•t!!C~''· \\ ht• urt"t 
supported h> tee'"' hu~eJ on ·\ctJt~·· tr.r ~ooeUmg o,pa~:c. Th~ 'tandard hH'!ltC"tC t~..~c' ar~ ~t'1.'lifl.J bOn 

Y/mortl115m~. The) ~f!i.md 1.:mu~~lh 1.dl the mcume frmn thJ.., marker nt1 wage,. 'itl~wu:". 

m~intenan~c and. ~lcamnt.t There arc nnl> 1 people m th~ market. rn;:sJe up nf ~ nmna~cr"' «nd 5 
~o.ltppnrt staff St, fee~.... are 'pent mt ncy., mve~tmcm. mat,,r m\:c~tmcnt prt1JC~ts h~~e the 
ptt'l{l<)"'tCU nc\~ marke: t:nmmg dm.~dly tJ~*1m the government tumuntl Hhu'Yi 

[)et;pite good gro~th and government upport. the Camm rwmapcr l)uggc"ted tlmt thl!re ~ere 
three major prnhle.m~ t~:teing the market. The level uf management CXJ'1Crthc. the yuaht} of the 
M~t·v.i.ce. nnd the need h' impP'lVC the phy'\JCal securny nf the ~urroundmg,. The Xuncheng 
Town market comp;ams of a .~hortage of capital flU nperatum ..... Ttu ... nnd the infra~Uttcture 

:prohlent't nre compounded by the di~tance to the centrul ctt}· m;t:ket~. lt ~~ not. ~cerningly 
pos;,ible at this .,tagc ft'lr this market to move out of lt~ producttan area 

R.egulatmn und Ciovenmumt lmen~f!mirm 

The Xt..:nchert!! Town. produces both food for its own. use and ft1od fur the city. 'fhosc r:· ::;duce.d 
for the city r~ul under the auspices of the Shanghai Chy Mtulicipul Oovemment•s ,.Slmn,ghni 
Veger,ablc Murkt:.t Basket Project•\ which co.-ordinates grow< ~· in different regions around 

Shanghai. There ate. both whoJ~~~de and retail markets in the Xuncheng Town:. thnt F>ervice this 
activity. The·citt's pt·ogr(Jlnme exists in Shanghai due to the size or the eity~s ittduMty nnd its 
massive population. The municipal government is seekin~ to g~m"'lntce food. Its in the l'Ust it hns 
been adversely impact(;d by increas~s in demand from other provinces. The ·rown nnd County 
Oovermuents are Jointly responsible for wholesrue through the HVeg~.:table omre·~ elf the Town 
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gtwernment. the Vcgctllhle t'lffice i~ the employer of the fout rnnnugcr~ thnt nm the Xunch~tlg 
Town wholesale market. 

The Xuncheng Tuwu mnfkct m~uutg:crs sec this tntervennon tt~ exnccrbuting; lhc tmtirl ptohtem~ 

oftrnn~port and stornr.c infrn~tructure. If the m:u:ket over~upplieh tt ennnot -,clJ the rcc,idual tn 
the ~gi(mal markets nr ~he ?vtun•cipal g<wernmcnt&. und therefore ha~ to trart~fct· tht:sc Jll.·odu~t~~ 
itself into t"le cttie.s ~~t· a very hi_gh t.'Ost Simtlurly. It has nn cold ()J dry "tomge und Cilfl have 
rugh Jo~se~ dtle {() spniJap:e tfor eXiUtlpJe. tt once ltl~l Up t:u ;i()t;; o[' a green vegetable crop l. 
\VhUe an J~raeh Hrm hu" mvc,tcd rt!ccntly u1 a twn·runm ~:nfd stom,gc fh~·1lHy in thl! ~.u·cu. thh •~ 

~een as insufticumt to make o matnr dtffcrcm:e. Coupled \\'tth ttn~ i~~ue urc the \ ~mancc~ 
bet\veen free and open m;trket' Hl the t.~nmmc~ around Shangbm, For example. m 'nme ~t*i.bllt.l'' 
supply is ser·mu~ly Jn\\. mcuntn!! that the Tnvm pn'Icrnrncnt wtll have tlilfh.:ulty :cullc<.~Hng, the 
whole amount reqmred hy the Shang:hat ~1.unl,;!tpal Government, Dnrmg thl\ trn1~ fartncl"·" have 
n strong incentive to 'en on the tree markc.·t .. rr:Mdtmg in the govcrnmc.nt ht.tvlrt!! !u paj, nmrc .tn 
retrieve 1t. 

The mannrter~ nf Cnmm chum th.1t Shan,ghaJ t~ chenpcr t,.;nmparcd to Beljinp ht't:,nt!-.e 1t hu~;, a 
better growmg chtnatc for u larger local prodw .. 'tion nrca Hnwe~:cr. th~ Xurv:hc-ng Tuwn 
manager~ conceded that arhuruge wa~ not uncommon nnd "·uuhl he prufituhlt!. i'\!\ much u' two 
tlurds of the pl'<1dUct~ ure tran~fcrred frmn rhetr first Jcvei market~;: l\l second level nncs thnt 
service StmnghaL 1'he mnnagc.ment at C'aoan urgues lhat the price"" m Slumghcu tlre hurly ~tnhle 
as it is able tn draw from u range of pttJduction mgion\ nod b!.!cau"e Pf the control \ly the 
govemme.nt on the price) of gruin~. They also suggested thlt the prnt'it~ lmm wtmle~aling 
might be lower here: than in other dtie~~ and that especially the pt·nfit,!-; to he obtained nom 
trndinp; in me'tt was very low due to tbc wenk nature ofconsumer demnnd for these ptnduct~. 

In Xuncheng town market price~ ure perceived to 'be determined by frce .. tmde m the ~mnJl~r 
mru.<ets~ however~ for those servicing the l'vfarket Bnsket pr~ject the pticulg ~y~tem 1!-. more 
complicuted. This con~ic..ts of wholesale prices fot "peddlen~u mtd higher price~ fm· local. 
ci.tizens. Pr.ice~ sn the wholesale markets are regulated by the VegefabJe 'Basket l1J'oject. which 
provides for specifi~ offices to monitor and mnnuge supply w•~.i demand for key commodities~ 
j>rhe government gives different guarantees on .Prices to prooucers of dif.'ferem commodities in 
vndous countieb. in return for guat'(tntee on the flow of production. the totto ··a~ll'lkcf' teJutcs ro 
a collection of main vegetables, chicketlt pork, fish. eggs cexcluded b~'!ef, nee and frutm). 
Vegetables ®d pork have the Jlighest level of price C(lfltrolf as they n,re verceived to huve the 
largest ~lharc of daily consumption. NotwHhstnnding this interven.tion, significant seasonnt 
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tariations m bhanghni~s food price~ were ~gnin noted~ with htrgc. diffcr(_)ncc" between 
wlmlc&t\le and rctaU levch 

SYN~tHI~SIS 

The precedm!l ~urvcy cnntiltn'l a g:rc;.n dc~,d (lf dcwllcd infhrnmtwn nn. a 'elect pro up t)f nmrkets 
ucrn"s China. From tht1:1~ l'tntnc !tCHcr~u ob,crvntum., frum our rnm.:cpttml ir;.unc\.~rnrk on 
Wh\llesalc markets. uf th~! uchmc~c Cllilnll..'tcn~ht:s~'·. can he dt\t\\:fl, ['(.•ntr.lllo tlU\ th~cU~\ion IS 

the rccngnititm llmt: the Ch.inc"c market~ nn! ~•~ <·volutinmny H\ then· v,e,tcnl r:uuntcrpat1\, tr twt 

more ~o . .-\hlmugh lhe <-~mn .. nt \h.tge nfdcvt:lopmcnt ~~ rca\othJhly ltlw. all market-, an.~ flW\\U\g 

~apidl;:· and Iuwe chanl!ed \IJ;Ullfk~mtly over the hl\l Jttt:adc. 

Wllh tht\ raprd growth ha' l.:'ome an expanded munhcr <'f' niitrkrtmp: lmwtltm~ m the larger 
citlc'l; however. thes~ MtU were t) p1calJy nnt U' Ct'mplex a' th(l\C \Ccn m wt:~..,tcrn market~ 
JnffmnuWlt1 \y\tCm\ •. handhng. and pm:kmp; were ttlditncnt.my nr mm··rXJ,h."llt m ,tH <:IN! .. 

\tudies. ~~tarketmg c:hatU1c:l; wen~ aho vc.t)' lunJ(ed, llftcm \\:Hh the \'vhnfc,atc mi.rl\Ch e~a"fing 
n~ .. the sole link bct\\'een producer; and cntl\lHlll~.r\ tct\J'IC'<:tally ttl th(? ;,malkr cnu:~.;t \VIulc ~ome 

markets rocu'i~.;cd nn n htnHed range uf prmltu.::h. ~be genend tctldl'ncy wn' rwt tn \}'K:t..tllh\C m n 
trnditimml ~tJmH.ed Lm.e"* ~en"c. Altlmugh a few n1m'kct~ wert~ nttcfllJlHng tn C\tahh'h "PCi:ial 
M!·CtJnns for big:h v•lluc prodw.:,:t. they \\·ere MHl trtuhng large mnnhen. nf uthct' p.rndm:t."'i. 
Stmilru:l~'t tho~;•; mntkc!tSc which curnmUy traded nnJy u hnnted r~tn!lt! of troll\ or vc!!cl•thl~'" were 
expret>stng ad~~lrc tu mo\e .intn ahroadctrnnt•e nfcommo~..htte~. 

In keeping with this tteneralline approach. tJJe wcaJtJner nmrket' \\ccr~ \lcmllly ~xt,andin~ in 
siz.e.. developing r~),gioaal suh~branchl~s. nnd mukint! htnlfed foray, HHu rm.\.·h~.un~~lUtm. 

information t~chnolog;y •. norl .. ttmd hncs •. va!uo .. nddmg und retail nwncr~hip. Ahhtm~h th\!~C 
developments are still gen~raUy in their infuncy. this tt.'outd ~em a lmnd m~.: .• ,~utor of future· 
directions. ttormaJ developtuent of tn~tt.kelUng chains Ut.mugh vctttcnl tmt.t::ratiml W'US· not 
nbservcd. aJthouph t.he tnore cnrreprcne.uriaJ markets w<re look)n~ toward thi\ tm,sibility in th!'! 

future. 

A';} would be expected with this .current emphasis on tlle genernl uadin~~ thetc •.tv·a~ '\hu nn 
evh:lcncc o.f lh¢. thin market problem~ u~ it would nppe~tr that the genernJ u-eml f!., sliH one nf 
ccntrahsdion of nutt'kets. tatht~r lhaft decentrulis;.ti\ltl. fnthi~ ctbe. the wholesale mnf'kets would 
nppcar tu remain. the m~un fora f<>r price setting. Seller' are generally ntn very snr7hisliCltled ·in 
thelrderdin~s with these institutions ;~nd poor stornge 4Jld bundling .facilities requi.ro that the v~t\t 
mujurity <>fptlxfuce sHU be moved to matkets for pdce disc(wcty. Current ·hwcf1tment: plnrts, in 
the tru~tk¢ts ure not Uk.el.y to: rev~rse this trend. fndecd. tuth,~r unm .anempliu.g h1 nddt~ss these 
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HrnHntions current invc.stn1~nt priorities uppear to be in dcvelopmg huycr ~cr\<'t.ce~ iu .\ltu., such 
us uc~mnmodation uml mJmini~trutive .support. ht a. manner thut may ft~nhcr ~ttcourage 

ccntt•iii~ation. 

The key que~tum. when di~c:u~'iog \he natum of the flriccs Jormed m thc~c: market.s. grnm that 
a iar!_~e volume .Is trudcd thruugb numt~ ·'' the nature nf ft<.l\crmnent tJ1,wrtwn,. \VhHe th~~ 

regulation vet\U!-t trun~acunn vulum~ di\tHlr..:twn of Xu< l99b:l \\·a'-f oh~cn:nhlct I he mttl=u:t .uf 
~tate 0\\:ner,lnp nn pm:r: dJ~cuH~ry would appear to he hmttetL Statc-n\\<ned market\ Hppeared 
to be geuerully hlll4llet\ Jc,, cntreprenutwlal. and MJfiimt.p a muJ~u'e uf t.::omplex '~dtmtHhtrul,ive 
r 1li1gement\; lm.vcn:r_ tht'l thd not ;~ecm to mfluencc thcu~ actmn~, in pr.•cc \Citing. In aJJ 
tmtrkeL':i infonnalnegohatmn ur pn\:ale tnmty hurgaimng. uppearcd the mmn prm:c~"' ul pncc 

diwover.y. The: ()nJy dircl.'t polu:;: thaf w~t\ often rcfctrcd tn wa" .that Vegetable Ha~h.ct Pmwcr nr 
it' vnrnmt~h wbrch i\ worthy of do"'er exunnn.M1.nn. 

The uvcgctahle Ba!)kel Project {m· Plunr ~~the Iitle· nf th0 \ttt of policH.?~ which ·<.:OJllUlUt.t (n huf,J 
a high level of centlltl government 'lupputt in thi~ an.~ a. A~:, Huu uml HtH < 1~)96 • note Hit~ 1mun 
purpo~e ~~ to mcrcase lhe MJpply of ngricult.uml prod11ct~ both m the Jnrge tcmm.'\ \Uch ur., 
Beijing. Shunghai. Guang?hou and Chengdu and m th~ agnt:tiiturul. hut rnpidly tndtJ~lnuhr-lng 
provtnces )UCh U\ Guangdongt Scdnmu, Shundong and lJermmH. ConceJnt4! in 1986. ami 
ftllly iJnplt!mcnted by l9H9. the nmrn pbilo~ophy under'yi~g thi~ in~arument4ttlmrlw"' he .. m to 

develop wholesale markets fot' n·uil~- vcgctubler,. and ugtict:llturnt~hu~cd produCt\, The primary 
re!1ouree~ for thi~ 1\ \'Z;t invesrm~m hy urban ccmrc), u~ thc'e market~ ure design.ed w JildHtatc 
a greater t1ow of food from rutul to urbun ureas t. Wnt~nn l V96 (h·· h Huu et al lCJ()() t Although il 
wa!-t tnost activ~~ frorn 1987 to 1989. the key f~lif!mems ~>f the V cgetable Ha?1k*:t Prnjcl.!t rr!muin in 
place today •. nnd continue to be influential. It is important w rcinfbrce llmt the nifn of thi"' proja.t'i 
is not to ~weep away market forces. indeed the current: incarnation appear~ t,. grve ptodut.:crs 
considerable freedom ro sell in a range ofmnrketb. only i.mpucts on a Hmlted range of prurhtcr~j 
m1d focuses on comroJUng whofesale .. retaH murgirts,. rathet than the wlmJe~ole price .directly. 
White the results of thjs pmject havi::. hcrved to increase production und sale ol ~igtfcuiturnl 

product.st and improve the bUppJit;!S· of fruits. vegetable&. and mhcr perishable product~ to the 
cities cHua et al .t< ·~5Jt it is t~lso likely that smne, of the spc(.!inc .initiatives w.erc pivoUllln the 
rapid growth oft!,.. -t.; structutes~ 

The whoJet,aJe food murkeH:~,, therefore, teflect a. very important and growlng P'•ft (Jf rhe 
Chinese food clrcnlution .~ysrern. Cun·erttJy, they appear to be following the conventions of the 
western model of u general Une centralised wholesale food market. if o.rtJy at on t~arlicr. stage of 
development~ Jt wouid b~ expected that. in the future there wiU be fn;'teased evidence or 
marketing chains length~tdng. an incrcusing use of these centraUscd nnd organised exchanges in. 
price formnlion, improv~d geographical reach and market: integration, better commodity 
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separation. und a growing expmtbe jn the dissemination of market inf!>rmutmn. Thebe 
<:haractcrihtics are seetningly evr4vmg with Mendy sponsorship from.th~ government. 

A~ mdicated ill the cuse Mutiles. gmwth iu the'e nuu·kctfl has hwu:;ht \Vfth it ~mm: dHll,uhu!\ 
and l)ppottunilies. n would appeat Umt there ill ~omc ugrccnltmt between nur uv.:n. oh,crvalion~ 
nnd tho~e of ot11er .uutlmr~ on these matter~. 'I'he~e include the oh"t~l'\-atron"' by Huu ~!t !d t PJ96J 

of the lack of ifllegra.tion between dir.,purutc murkctt) which make\ . bnth price <li,cnvcry und 
nntimt .. wide dt~tributmn difflcuh~ the contmued. omnhHUlce df &muU M:~tle fm·mcr ... and trader!->. 
the perst!)tent. :,hortconung~ of Htcdlti~:\ ~mtl infra\truct.ure. the unclear nmrkct rule~~; ~md h)'Mcm~ 
<>f o.perati.on~~ and the deficicn<..y uf effcct:ttve market inftm:naUotl i\}',.,tCml-1. Hua ;md Fun c 19931 
note olso the imporwnce of appropriate placement of lhl!~e ntad<ct\. und the w·ay that th,,:ty are 
oflen ha1.1dicapped by bemg lm:ated M~mewhere nn the ground~ nt hi\lnrical prccedem~e or 
political faclofs. Xu t t996J adtb to this the diH1culttt.,~ a't~ucittt.cd ~ith um:oordinuted and 
overlapping atl.nlinistrdJion by different nuthoritico,~ und HarhJtn.try hncrlcrcncc m matlugem<:ut 
by government depmtmem!l··. It would seem. b~Jwcver. that lhl~ future dt!velopment and 
implementation of tb'*~c policies h inextricably Jinkcd wuh the future development and 
performance of the agrlcultuml v . .:lmle~aJ~ markel!,~ and their Chinc~c churacreri!.th~.:"'. 

While the deM.'riptive nature of the ~urvey nf the~e murkets hws meam that nny anuly~i" .h 
nece~!larHy mlltm-, the previous nlutcrial pnwid<:.'s some intriguiJ1g m~ight~o; h~tu the cxperi!mcc 
of the rapidly developing wholc~aJc mnrkct' Jn the Chinese Jhod e.t.ononJ)•. 'I11e fh(.U"! <>n these 
inMitutions in policy actions and .recent pronouncements by the centnd government ~ugge~t that 
these markets will be pivotal to the Mructw·e ar1d. conduct uf tllttd market., m Chinaw~ futw~ 
development. 'rhc dynamism in this development uho ~ugge!.ts a number of broad oh~ervatinn~ 
on the particular churacteri~tics of these flHU'k~ts. 

FirMly.t it J, i!~'U?mtant to reinforce the notion that these market~ are only in theit .eudiest swges 
of d~.welopment. They have ul~o been derived fmm vadcd initial ~tages of ov~Jlftl'bhip and 
development. exhibiting diftez-ent focuses rutd divers¢ JeveJs of manup.ctiul prowes~. l)cspJtr 
this., they do generally <Jisplay all the characteristics of a developing centrulised wholesale 
market in a capitalist c(>untry .. 'their. uniqueness. ifMy, might lie in the difticultiex thutthey are 
Cttr::ountednt~ in this 'ihtg,e of devclop:men.t. These include the level of mfh,st.tllcture ;J.W.lifabJe to 
support markets OJ)Cration, transfer nnd storage of produce. the shortttges in capital for fw1hcr 
market investment,. tlle dcanh of exp¢rience in market opemtion and upproprlate font for 
professional inteta~tion by the mnnngers and, flnnlly, the difficulties nssochued ·with the 
lncaUon of these markets beil?g largely determined b)1 politlcul actions cr nisturical precedence, 
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Sccond!y, it is nlso cs~cmi.ul to rculise that. despite the .\ignifkum:c of these <Hfficultics~ the 
nutnh~!r of Ut~sc mtu·kcts~ nntl their sh~1rc in supplying Chinese conMtll1Cf'•• at!.! sub!lf.antially 
.inctCUhing •. As these Jnarkcts nrc also rapidly developing their inlhrm!Uiurt t.cchrmlng~,, thc,·e i!-1 

now increased opportunity for economists ll) he more inv<>lVt!d in more dgonms and cmpil'i\!nl 
nnulyM!S of the nature of Clnnese lnod consttntptiou. Additionally. thl'm i'i nt~o a .significant 
mnnbcr of oppmtumlic~ for other countric!-t to he invnlvcd in providinrr the cxpcrtihc lhnt is m 
sud1 dcmnntl hy thi~ ~cct~w. Snniludyi thctc is aho an ilnporttvlt mlc lor pohcy dc\:!!lopmcnt in 
thh bastion of frcc·nmrkct competition tn assi!lt in dcvclnpihg nf appropriate in\Htulionul 

framcwo1~k.s. 

In ~ummary, the tmdcr:<.hultling; t)f Ucvcloptncnt of whnl~~alc fbod malkct \Vilh HChincse 

Chm·actcristk\n will he ufincrcasing hnpot!nncc tt\ the Chim:sc fbod cc,mmny tlcvclo 11'l, antl H"i 

UJOrc und mnrc of tha ~,Y\tcut of ctrculatum of agrkulturaJ prmlw.:l.~ come!\ to dcpc1hl un thi"i 
model. The. prnblcm"' cxpcricm:cd by many of tlK~ tnurkct!-, would appear Jn~igniftc:ant to pt·cvcrH 
thciJ· role from expanding m the ncar futu.rc. Thc~c n1m·k.ct~ arc tht.~rclhrc pos~ihlc kc.~y~ to 
analysiPg future food dcttl~tnd and cmlstnnptinu puHC.I'i1s in China. 
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