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   The process of decentralization has been generally analysed as a base for political as well as economic power during the Chinese reform area. Deng Xiaoping has been playing to the provinces to build political support for his economic reforms which were opposed by powerful segments of the central bureaucracy
.

   The institutionnal  transition due to the progressive withdrawal of central planning and the decentralization of the allocation of  ressources at the territorial  or sectoral level for state monopolies has now been accepted as the main factor of China’s economic dynamism. Chinese flexibility at the terrotorial level is certainly influenced by the heritage of a very incomplete urbanization and state-socialist economy, and by the present day local state corporatism, which combines public intervention with market-oriented growth 
.  However, these positive and dynamic aspects of decentralization coexist with growing inequalities, corruption, criminalisation and insecurity at the local levels, all tendencies which have important incidence on everyday life and perceptions of rural as well as urban Chinese.

   Francis Bacon noticed that « truth emerges more easily from mistakes than from confusion »
. The problem with corruption is that this complex subject, linked with social reality, social representations and political use, has raised a lot of conflicting interpretations and instrumentations, which tend to distort instead of clarifying the issue. We shall first simplify by defining corruption as the abuse of public office for personnal gain in  ways that violate formal rules
, and by distinguishing the economics of corruption, which undermines essentially goods with the criminal economy, which generally implies the existence of  organized networks and undermines persons, by the use or the threat of violence.  Both are of course intertwinned because the criminal economy may only develop in a context of systemic corruption and the exercise or the threat of violence is generally the ultimate recourse, when corruption does not work. The second strong interaction between corruption and criminalisation happens in the economic sphere with money laundering. It is virtually impossible to distinguish the proceeds of fiscal evasion, corruption  and organized or disorganized crime, as the money laundering techniques are similar. But money laundering has a significant influence in industrialized countries, although this question has been generally neglected by the economists on the ground that it was not precisely measurable. 

   In United States, the Department of Treasury estimates that drug traffickers launder 100 billions US dollars yearly. Funds are laundered from numerous other crimes, such as fraud offences, securities manipulations, gambling, illegal gun smuggling and tax evasion. If we include all these offenses, money laundering may run as high as 300 billions US dollars annually in 1991
, that is to say 5 % of  the 1991 GDP. In the European Union, according to a report by two french senators, « the underground economy resulting from all the criminal trafficking reach about 10 % of the GDP of the national economies »
. 

   In emerging countries, things are certainly worse in relative terms since the fiscal system is less mature : in low income economies, governement revenues represent generally 10 % of GDP, whereas in middle income economies, this percentage reaches 20 % and almost 30 % in typical high income economies
. This low percentage of taxation is not necesseraly disfunctional if we compare it to the state-socialist model where the centralisation of management guarantees a high level of taxation at the expense of efficiency and growth. However, the existence of a massive informal economy, which represent generally 50 % of GDP in developing countries, according to the International Labor Office
, raises a lot of questions relative to the efficiency of public intervention, growing inequalities, corruption, and criminalization. This informality, which has been highly praised during the Washington consensus of the 80’s and the 90’s as an alternative for state intervention is de facto an informality of rules, allowing the imaginary construction of self-regulated markets. The dogmatic dichotomy between the negative effects linked with state intervention and the positive effects of privatisation and globalisation policies have neglected the decisive dimension of institutionnal transition. These mechanistic visions of market forces which were supposed to liberate productivity in a sort of reversed Great Leap Forward, the shock therapies  applied after the dismantling of the ex-USSR, have considerably raised the two main factors of corruption, that we may define as opportunity and impunity. 

   In the case of India, Arun Kumar has estimated that black incomes, defined as « factor or property incomes which should be reported to the tax authorities but are not », have risen from 30 % of GDP in 1990-1991 to 40 % in 1995-1996 
. According to professor Kumar, some  of these activities are socially useful (like undeclared production) but left out from consideration of analysis and policy-making. Others may be harmful, especially those  which resort to the criminal economy, estimated around 8 % of GDP
. Moreover, these black incomes, derived from fiscal evasion, corruption and criminal activities are mainly concentrated in the hands of the 3 % high income earners, thus contributing to an acute differenciation in real disponable income, which is by definition not accounted by the statistical apparatus. If we take into account this phenomena, the disparity between the top 3 % and the 40 % of households below the poverty line may be more important than in the registered data. The total income of the 3 %  households with substantial black incomes would represent 50 % of the white GDP and 38 % of the total GDP. Consequently, the per capita income of the top 3 % would be 57 times higher than the one of the bottom 40 % 
.

   This arithmetic illustrates the close relationship between  fiscal evasion, corruption and inequalities. It is striking to see the proximity of  India and China on this topic. China’s underground economy has been estimated by various scholars. According to Professor Xia Xingyuan, of Zhongnan University of Finance and Economics, the underground economy, defined as speculation, profiteering, tax evasion, smuggling, drug trafficking,  the manufacture and sale of fake shoddy goods, property rights infringments, usury, unlicensed businesses, prostitution and pornography represent 14,5 % of the official GDP in 1989, but approximately 20 % of national income in 1987 if we take into account the trade off between power and money (quan qian jiaoyi) due to poorly defined property rights of state owned enterprises, and the lack of effective loans and governement policies related to this issue 
. Hu Heli estimates the « bureaucratic market » of capital goods, interest rates and exchange rates created by the official manipulation of the dual track system between plan and market prices at 30 % of national income in 1988 
. Wang Anpei, following the same methodology, has estimated the rent-seeking scale at 32,3 % of national income in 1992 
. 

   Although necesseraly limited by definition, these attempts demonstrate the economic impact of corruption. The first effect concerns income distribution. A study by the Academy of social sciences estimate that 1,3 % of households control 31,5 % of total assets, and less than 10 % (8,7) control more than 60 % of total assets. At the other end of the spectrum, 44 % of  the families with the lowest revenues only control  4 % of total assets 
. This data shows that inequalities in China are much higher than in France, where 10 % of households control half of the assets, and quite near from India. But in China, contrary to India or France, this dynamic dates back twenty years. In 1978, before the reforms, non salary income was only 0,3 % of  individual income. In 1995, it represented 7,9 % of  individual income. . For citizens, the non salary income has grown from 8,9 % of their total income in 1985 to 31 % in 1995. As these incomes are hidden, the real percentage is probably much higher 
. When we consider that individual income represent 69,1 % of  GDP for the same year, we get an idea of the mechanical relationship between the underground economy, the tax system and inequalities. 

   Although a part of the undeground economy is productive, as we have seen, it is by definition not reported to the fiscal authority. It includes corruption, which may facilitate sometimes productive transactions, but which is by definition undeclared. This income is partly placed in the banking system. For the cases of economic criminality tried in 1995, 20 % of the funds on average, were placed in banks 
. Until the recent collection of an interest tax on savings, China’ saving system was a money laundering paradise « whereby depositors could use real names, pseudo names, numerical codes or names of relatives » 
. The extra salary income explains the extra bank deposits equivalent to 48 billions US dollars (more than 5 % of GDP in 1997), which are not consistent with the balance of urban citizens’ yearly income and expenditure 
. The constant growth of individual savings and their strong concentration are important characteristics of the Chinese economy and society in the 90’s. There have been different estimates in this regard. Some economists like He Qinglian think that 10 % of households hold 50 % of savings. Others estimate that 3 % of households held 28 % of  bank savings in 1992 and 50 % in 1994 
. In 1999, according to two conflicting estimates, 80 % of the savings are concentrated  into the hands of 20 % of the population, or 83,2 % of  households’ bank deposits, which represent most of their financial savings (75 %) are held by 2,5 % of the population 
. 

   Although these data are limited by the anonimity of numerous bank accounts, which generally benefits high income earners, the high growth and concentration of individual income, quite parallel to India, is completely contradictory with a fiscal system mainly based on taxation of production  in the cities as well as in the countryside. Instead of correcting income differenciation, like in the capitalist countries, the fiscal system tends to exacerbate it. In America, for instance, over 30 % of  income tax, which is a significant part of the total  budget, comes from the top 1 % of earners, and over 60 % is collected from the highest earning 10 % 
. In China, according to an extensive research by  Li Shi and Zhao Renwei on income distribution, although the per capita income in the countryside is 40 % of the cities, the per capita fiscal extraction is nine times higher, and may reach 30 times when one takes into account the numerous taxes levied at the local level 
. 

   The existence of a massive and concentrated hidden income thus affects the means of  public intervention. Total governement revenue in China is 12,3 % of GDP in 1997, but the central governement revenue is estimated at 5-6 % of GDP, much lower than the 10 % that is typical in low-income economies 
. The unbalanced nature of fiscal relations between the central government and the local governments is partly responsible for this situation, with a tendency to local overextraction via the famous « extra budgetary funds ». Moreover, the underground economy is very present at every level of the fiscal system. A general inspection has shown that the extra-budgetary revenues, mostly controlled by provincial and local authorities, were 384,3 billions yuan in 1995, exceeding by 143,7 billions the declared amount. This means that local governments and some departments have diverted or used for non declared purposes in the form of « underground budgets » 143,7 billions yuan
 (17,4 billions US dollars), that is to say, 23 % of total government revenues.   This tendency has not yet been checked since the People’s Daily said that one fifth of the annual central government revenues have been misused or diverted for special gains in the first half of 1999 (117,4 billions yuan or 14 billions US dollars), an amount exceeding the 100 billions renminbi raised by issuing special bounds for infrastrucre projects in 1998, in order to boost growth 
.   

   This data shows the vicious circle which tends to develop between the underground economy, loss of state capacity to intervene and inequalitites. People or enterprises do not want to pay their taxes because they suppose they will be diverted by officials of the Public Treasury. And the fiscal authorities resort to overextraction. To cite the famous Alphonse Allais’ formula, « they seek the money where it is, that is to say, among the poor. » However, there is a big difference from the macro-economic point of view between the impact of corruption in the 80’s and the 90’s. In the 80’s, corruption was linked to inflation because bureaucratic networks distorted to their profit the dual pricing system, while passing the extra costs onto producers and consumers 
, whereas at the end of the 90’s, corruption is linked with deflation and the slowing down of economic growth. While the Asian crisis reduced foreign investment and external demand, internal demand was more and more restricted by the growing inequalities linked with the vicious circle of corruption and fiscal difficulties, to the point of affecting economic growth, especially in the countryside and inland regions. 

   The permanence and extension of corruption in the 90’s are related to the two main factors of its development that we have defined as opportunity and impunity. On one hand, it is clear that  the dynamic of transition  to the market economy, combined with the regionalization and globalization processes offered much more opportunities for corruption than in the 80’s. Foreign trade has quadrupled, the yearly foreign investment has increased tenfold on average, compared to the 80’s, while « many investors have operated in a legal grey zone »
.  The adoption of a « socialist market economy » has stimulated the rise of the private sector, the progressive marketization of the public health and education sectors, the managerial reconversion of the local and sectoral bureaucracies, encouraged by the state. With the enforcement of privatization policies in a monopolistic environment, the whole transition process may be viewed like in the ex-USSR described  by Youri Affanassiev, as the progressive transformation of the nomenklatura ‘s corporatists interests into capital, as a conversion of its power of decision into a power of appropriation and valorisation of public assets 
. 

   In other words, the scale of corruption is not mainly limited to flows (of goods, credits, foreign exchange) like in the 80’s, but extends to stocks  (not only industrial assets, as it is often observed, but also to land and real estate assets, whose values are much higher, because they are influenced by international relative prices). While the liberalisation of prices has restricted de facto the dual pricing system between plan and market, the diversion of credit in the banking system has been widely used, as noticed by Wang Anpei. The differential of interest rates between the formal banking loans and informal loans to the lucrative activities of the non-state sector, especially in the « bubble economy », was so important that the state banks began to run a parallel banking business by lending people’s deposits and pocketing interest payments for themselves. Between  1993 and 1996, this diversion has concerned 8 to 10 % of total banking loans, and generated profits between 240,3  and 347,3 billions yuan (28,9 to 41,8 billions US dollars)
. This practice was continuing in 1999, since China’s Audit office has revealed accounting abuses involving the equivalent of 400 billions US dollars in the banking system. Two of the four state banks have overstated their assets by 200 billions RMB and run off book accounts comprising another 200 billions US dollars 
. The overstatement of their assets may be due to interventions on the overvalued stockmarket while the diversion is linked to the management of a parallel banking business. 

   The existence of such huge diversions is thus intertwinned with the bubble economoy, for most of these high interest loans have been certainly attracted by the high profit margins of the real estate and stock market businesses, at least until 1996. This is a clear illustration of spontaneous privatisation policies, which may be extanded to the industrial sector, as the yearly depletion of state assets is estimated around 2 % of its total value after 1993
. In this sense, the growing losses of the state sector, which is subsidized at around 10 % of GDP, are not only due  to overstaffing, irresponsible management and heavy social charges, but to growing corruption. 

   This problem is not only limited to the state sector. 520.000 rural collective enterprises, one third of the total, have been sold, annexed, declared bankrupt or transformed into shareholding cooperatives companies. But the Vice-Minister of Agriculture, Mr Qi Jingfa, has claimed that collective enterprises have been sold to individuals at prices much lower than their real values. « While not wholly true, it has become the current trend », remarks the very official China daily
. In the same vein, the land and real estate markets are also the object of underground deals generating a hidden income of  20 billions yuan in 1992, which has certainly growned with the valorisation of real estate assets and the multiplication of projects in the 90’s. In 1992, only 10 % of the land supply was ceded openly against money, the rest being allocated freely by administrative means, and the central government just perceived 1 % of the amount it should have received for the cession of public land 
. The Chen Xitong affair is the best exemple of this drift which has increased the overall cost of construction by almost 40 % since 1990’s 
.  The freezing of the real estate bubble, following the Asian crisis and the slowing down of growth and internal demand, have revealed the extent of the speculation, which finds partly its expression in the bad loans of the banking sector. As soon as 1996, they were around one million of flats and offices unsold, due to their high price
. 

   The stock market sphere is another exemple of the fragility of the bubble economy and its links with the underground economy. Non-existent at the beginning of the 90’s, stock market capitalisation represents 338 billions US dollars, more than a third of GDP, and concerns 40 million investors. But this spectacular growth based on the mechanistic application of the American model  without the corresponding regulatory framework, remains very fragile and tainted with opacity. In  1995, a study published by the China Financial Times revealed that 87 % of the enterprises quoted in Shanghaï and Shenzhen had negative returns on investments 
. The economists Xiao Zuoji, Liu Hongru and Wu Jinglian have warned that a lot of local governments have introduced poor performing companies on the stock market just for the purpose of recapitalisation, and some people estimate that of the 100 or so companies listed in China, almost all are ailing state enterprises 
. According to a financial analyst, « market regulators have contradictory functions. One is to supervise, but the other is to raise money for the government »
.

   David Wall discovered that « non competitive advantages usually determine who wins and who loses in China’s future markets », as « about three quarters of the participants are consistently loosers and the reamining one quarter are consistently winners »
. China’s stock market is in fact characterized  by strong intervention of large sums of illegal hot money from state units, which may represent half of the free-float, or some 35 billions US dollars, according to local brokers in Shanghaï and Shenzhen. This « twilight capital », to use the expression of a foreign observer, coming from state enterprises, pensions funds, insurance premiums and state bank loans to securities firms are thus united for an « off the-the-book punt in the stock market »
.  Even if most players lose money, their losses may be covered by state fiscal subsidies. The markets can be viewed as a perverse form of taxation and of diversion of public assets into private profits
. According to some analysts, if the government proposes to do away with these off the books interventions, which stimulate insider trading and overvaluation of the stockmarkets, where China’s shares are trading at an average price that is 45 times their income, there could be a downward revaluation wiping out half of the actual capitalisation
. 

   If the opportunities of corruption have grown considerably in the 90’s, what about impunity ? From a general point of view, the problem of impunity is related to the systemic dimension of corruption. As we have seen previously, transition may be viewed as a passage from the public to the private, concerning not only the economic sphere, but also the collective ethos, with the valorisation of individual enrichment as opposed to the purely political power and the ideal of individual sacrifice for the sake of the collective, promoted in the maoïst period. It is no longer a time for heroes mobilized in a life and death struggle, who « neither need nor possess the capacity to master reality in rationnal terms », according to the formulation of Max Weber
, but an age dominated by the sphere of utility, favourable to entrepreneurs as well as crooks with strong political backgroung.

   These considerations do not dismiss, far from it, the problem of punishment, but put it in perspective. First of all, when we consider the sphere of utility, it is clear that the problem of corruption is a question of degree. As long as it does not affect growth, which generates opportunities for new comers to join the lucrative markets, its consequences in terms of budgetary deficits, marketization of public service, formation of a bubble economy and socio-spatial inequalities are more easily accepted. But as soon as high growth disappears and the pie becomes smaller, newcomers are discouraged by the networks of bureaucratic capitalism, which tend to enrich, like in India, gatekeepers at the expense of both consumers and producers
. 

   Therefore, the problem of punishment is related to the social perception and the social reaction toward corruption, independently of the problem of rules which is also a complex one. Some analysts develop a very normative vision : property rights should be strictly defined before the liberalization process, otherwhise economic actors in China run the risk to « become dependant of a private mafia, such as in the ex-USSR »
. This vision tends to underestimate the technical as well as the political difficulties inherent in the construction of legality in China. From a technical point of view, we must stress that it is a very recent process, which has to be developped on a scale comparable to Europe, with comparable reluctances. Despite a strong legal tradition, the European example shows that the multiplication of laws and rules may be as inefficient as a process of excessive centralization. A magistrate has ironically asked recently if it was necessary for Bruxelles to lay down the rules of  wood pigeon hunting for the French framers of the Basq country, while more important problems such as the judicial cooperation, especially for money laundering, were still considered as taboo subjects, because they touch to remainders of national sovereignty 
. 

   On the technical level, it is particularly long and difficult to identify and to trace the important corruption cases since most of them are the product of financial manipulation by powerful and imaginative people in advance of the existing laws. This delinquency of overadaptation, by opposition to the delinquency of adaptation of organized or disorganized crime, and to the delinquency of underadaptation of the social drop-outs
, is « creative » in the sense that its actors play with the laws and the rules at the national as well as international level, so that most of the offences, when they are discovered, are rarely punished. Europe, for instance, has either on its territory or in its depandencies, a lot of tax heavens. Some of them are laundering money for international crime syndicates, such as the micro-state of Lichstenstein, between Austria and Switzerland, which is recycling the profits from the Colombian and Mexican drug cartels as well as the Russian Mafia 
.

   As for China, despite the mediatisation of certain cases in order to show the determination of the authorities in the fight against corruption, the exemption from prosecution averages about 5 % for ordinary citizens and 43 % for cases involving public officials. And prosecution does not mean punishment. This double standard of criminal justice, revealed by Melanie Manion, constitutes an important limit in corruption control 
. But beyond these technical and  social considerations, the problem of corruption remains clearly political. In all historical societies, no state or power can survive by exercising the monopoly of violence and fiscal extraction without the belief or  at least the pretence of incarnating an ideal of public welfare 
. Corruption is precisely the negation of such an ideal, opening the way to a crisis of legitimacy and a moral crisis, which must be adressed on the pain of loosing the power, that is to say the monopoly of violence. But in a monopolistic regime such as the current one in China, the Secretary General Jiang Zemin is necesseraly confronted with a dilemna well exposed by a joke circulating in Peking : « to fight corruption in order to save the country, or not to fight it in order to save the party »
. 

   Thus corruption may be preserved as an element of stabilisation through rent-seeking of the state-party apparatus, and must be fought as an element of destabilisation of political legitimacy which threatens the survival of the regime. In other words, despite the current political rethoric, the fight against corruption cannot but be limited and exemplary lest the result be collective suicide 
. Other analysts, combining the two main contributionsof post-war american sociology, functionalism and culturalism, try to interpret the acceptability and even the legitimacy of corruption and criminalization at the local level. This vision, defended by Jean-Louis Rocca 
, recognizes the systemic nature of corruption in China, but underlines its functionnal character in order to overcome a segmented market and its redistributive function at the local, work-unit level, or through the traditionnal relationships networks. It has become de facto a mode of legitimation : « For officials, corruption is the price they have to pay to gain respect for their power and to maintain neo-traditionnal relations ».  It would be essential for cadres to redistribute all or a part of the gains of corruption, in order to eliminate the potential denunciations of their subordinates or of their clientele. A real fight against corruption would threaten the economic growth based on informality, on « the overlapping between public and private, the politics and the economics, the legal and illegal, the legitimate and illegitimate »… The way corruption is perceived by the common people or by the judiciary system does not depend on the gravity of the acts, but from the consequences of these acts on the level of life of the population and on political stability. Some behaviour may be « objectively illegal but morally legitimate ». Thus the nepotism may be opposed to the maoïst (inhuman) ideal of sacrificing the family to the public interest and clientelism as an actualisation of the earlier pratice of political patronage. The fight against corruption is itself viewed in an instrumental manner, the central authorities trying to canalize popular discontent over corruption in order to eliminate rivals, as in the case of Chen Xitong. 

   Thus in this vision, corruption is more or less analyzed as a mode of regulation of the transition process, where power is supposed to instrumentalize corruption by « corrupting » everybody from the top to the bottom in the economic sphere of utility and to instrumentalize the fight against it, in order to settle accounts between various leading factions. This functionalist and culturalist point of view is certainly useful to understand the acceptability of corruption. But it has to be articulated with the economic stakes in order to understand the dynamics of the phenomena. This is not the case in this interpretation, which may have a heuristic value in terms of micro and mezzo economic developement, especially in the case of criminalized sectors or territories, but certainly not at the macro level, where it is not the fight against corruption, but corruption itself, which can affect economic growth. 

   Even if there is a certain degree of redistribution indispensable to legitimize informal and illegal practices, we must not forget that the benefits of corruption follow the hierarchical pyramid, that they are very concentrated, as shown by the concentration of private savings, while its costs are diluted to the whole society. If  we limit ourselves to the sphere of utility, it is clear that public opinion does not react as long as this dilution of costs seems light relatively to the benefits of economic growth 
. Corruption is thus seen as the inevitable price of the economic dynamism in the transition process. But when the costs of corruption exceed the benefits, we may expect strong reactions. In a sense, the functionalist point of view, provided it is well articulated with sound economic analysis, allows us to understand the acceptability of corruption : between « white » corruption related to the informal economy and universally accepted, and « black » corruption involving the direct exchange of power against money (quanqian jiaoyi) condemned by every one
, there is a whole area of « grey » corruption involving the indirect exchange of power for money, which favorises the bubble economy with the active participation of private households who do not posses political power. The stockmarket is the main vehicle of this phenomena, and its eventual downward correction may reveal in a brutal manner who are the eternal winners of the great game. 

   The functionalist dimension is often intertwined with culturalist interpretations of corruption which tend to confine China to the local dimension, seen as the most concrete level of reality. Although the transition process allows the restructuring of new forms of traditional domination which take shape at the work unit and the local level, through relationship networks and clientelism, we cannot reduce the Chinese tradition to this dimension, unless ther would be no party-state…China, like all historical societies, has founded the monopoly of violence and fiscal extraction on the collective belief or the pretension to incarnate an ideal of public good, which in the confucean tradition takes the figure of the upright official or the virtuous emperor embodying the public interest (gong), as opposed to private ones ( si ). Like every great tradition, the chinese one is conflictual, official and non official, and more precisely for the subject that concern us, local and central. And it is precisely this conflictual character which has allowed it to survive through centuries, to escape the pitfalls of fossilizing centralization or localist dismembering . The reformist version of this dynamic is well reflected in the expression « yi fang jiu luan, yi shou jiu si » (liberalization opens the way to disorder and recentralization to death). 

   This dialectic which also recovers the eternal conflict between the ideal and the reality, does not mean that the fight against corruption is not intrumentalized by leading factions in order to settle accounts. But this instrumentalization is necesseraly more limited by the leninist atavism of the party-state (except in periods of intense political competition), contrary to Russia, where corruption has become one of the main stakes of  political competition by « transforming a potentially destabilizing situation into a source of  political legitimacy » and even by justifying the intervention in Tchetchenia by the « emblematic construction of an internal ennemy, the tchechen bandits or mafiosi » 
. Here, as shown by Gilles Favarel-Guarrigues, the political exploitation of a real problem related to the inevitable imprecision of norms defining the borders between licit and illicit economic activities during the transition process, has clearly opened the way to a very popular mafiosi conspiracy theory, more or less linked to other imaginary references like the maconic or jewish lobbies. This rethoric allows to justify all the potential excesses of recentralization and of an autoritarian regime. 

   The political instrumentalization and exploitation of the corruption problem, however regressive and reactionnary it might be, shows precisely that it is a central symbolic issue in terms of legitimacy, that power can not avoid adressing. In doing so, it necesseraly challenges a lot of particular interests created by decentralization, in the name of the superior interest of the nation. To understand this point of view, we must give a concrete, that is to say an extensive definition of decentralization, as a devolution of economic powers, not only to territorial areas (provinces, prefectures, municipalities, counties), but also to sectoral monopolies (such as for instance the import and export corporations) and to some central institutions like the army, the police, the armed police and the justice system. This situation has prevailed through’out the 90’s, until the summer of 1998, where the economic activities of the central state instiutions have been prohibited. 

   According to the analysis of Jacques Andrieux, who gives numerous examples of the corruption and criminalization process 
, the progressive communautarization of the economy at the local, sectoral, and institutionnal level would be responsible for the extension of the phenomenon. As identities and appartenance to groups are the only criterium regulating social relations, as the family, religious, regionalist or clientelist networks define the borders between the social sphere of proximity and the anonymous and abstract sphere of citizenship, the « public good » is just a disincarnated, unpersonnified object, « just good to be taken by anybody, since it is not attributed to a discernable, individual, or moral entity ». New codes of proximity and reciprocity abolish the distinction between the public and the private sphere, which is constitutive of the modern state, and are thus contributing to its delinquescence. China renews with its imperial history, where the problem of the state « was not to extend its sovereignty on individuals, but to submit communities organically linked with its power, and to make them coexist in one entity, China, which has become a nation only within the last century ». In other words, the problem of the communist oligarchy is not to build a real modern state, but to maintain its capacity of regulation on the process of corruption and criminalization led by the decentralized communities as long as it is economically positive, without excessive laxism toward predation nor bureaucratic rigidity killing the golden hen.

   This vision has the advantage to clarify the rationnality of the corruption and criminalization process at the decentralized level while introducing its dynamic of regulation (and not necessarily of  instrumentalization)  at the central level. By insisting on the strength of solidarity at the familial, clanic, work-unit or local levels, without stressing on an automatic redistribution of the majority of underground profits, which is certainly not the case, it allows us to understand the legitimacy of corruption and even criminalization at the local level, the solidarity of proximity being much more pregnant than the abstraction of « citizenship », which is felt as a concrete subjection. 

   However, this model is quite static at the central level. The communist oligarchy seems to be analyzed as a monolithic ensemble, unable to adapt to new situtations, as the flexibility is reserved to the local level. In reality, the situation is much more conflictual and opened. On the one hand, the process of appropriation and even of looting of public assets opens the way to fierce competition between different institutions and rent-seekers, and the problem of corruption, as we have seen in the Russian case, may be instrumentalized to an unprecedent level in the political competition between various leading factions. On the other hand, the central state apparatus can not be completely corrupt and criminalized, otherwhise the monopoly of violence base on the belief or the pretension to incarnate the public good would be directly challenged by local powers linked with organized crime. 

   It has happened once in 1992, in the Pingyuan district, Southwestern Yunnan, which was invested and controled by drug producers, traffickers and arms counterfeiters mainly of muslim confession. But 2000 soldiers of the armed police were sent, and pacified the district with the surrender of the local godfather and the seizure of 896 kg of heroïn and important arm stocks
. The ethnic, confessional or clanic solidarity at the local level is the precondition for the development of mafias. The central power generally finds an interest to delegate its authority to a local elite which implements a traditionnal form of domination. This elite get its economic power out of the monopoly of illicit and lucrative licit activities and its social legitimacy from the services and income it returns to population or groups it belongs to. In Sicily, for instance, the Mafia was a mode of social promotion as well as an agent of arbitration of disputes and of maintenance of order (by ruling criminality in the territories it used to control).

   The dialectic between the central and the local powers is thus decisive in the structuring of « criminal legitimacy », insofar as central power devolves unofficially a part of its sovereignty to traditionnal and generally clientelist elites, which perform concurrently with the official authorities, the tasks of law and order. This scheme is often pertinent for democratic societies, such as in Brazil, with the cocaïne trafic in the Amazon river basin
, but may reach systemic dimensions for certain democratizing societies of South East Asia. Carl A. Trocki has showned that the individuals who dominate or have dominated politics at the local level in Burma, Thaïland and Philippines are all men of violence, murderers or killers by procuration, « gangsters of a special kind… involved in drug, prostitution, gambling and extortion »
. In this configuration, as shown by Christian Geffray, criminals may become representatives of the state. Corruption does not buy the official, who in the strict sense would become the slave of criminal networks but buys to the official a special service : « his renouncing to carry out his function while he continues to occupy his office. »

   China seems quite far from this configuration, where some criminals may rise to power, but seems nearer from the opposite situation, where power, especially the power of coercion, gives access to the profits of crime. In other words, criminals would not be able to become representatives of the state, but representatives of the state would be able to become criminals, exactly like in Mexico
. In this configuration, as shown by Geffray, criminal networks do not buy to the officials their avoiding to carry out their duties, but representatives of the state have the means to impose to criminal networks the price of their renoucement. Here we touch the delicate relationship between systemic corruption and criminalization, which has to be replaced in its institutional context. 

   In the general framework of ideological reconversion of the bureaucracy into nationalism, and its economic reconversion into appropriation and valorisation of public assets, the decentralization has not supressed monopolies, but demultiplied them. In their managers’ new clothes, the local authorities, the central authorities disposing of a monopoly or even some central institutions like the army, the armed police, the public security and the justice system tend to maximize the economic activities under their tutelage while limiting all forms of competition. The most illustrative example of the formation of the bureaucratic fragmented market which results from this dynamic in the licit sphere is the competition between the Shanghaï made WW Santana and the Wuhan made Citroën-Fukang. In an open and national market, it would take the form of competition on prices, quality and after sale services. But in China, it takes the form of taxation : non Shanghaï-made vehicles coming into the municipality must pay a license fee of 80.000 yuan (more than 9.000 US dollars) while Hubei residents having the bad idea of purchasing a Santana, apart from paying different fees which the central authorities have already abolished, must also give 70.000 yuan (more than 8.000 US dollars) to the « fund for extricating enterprises in particular difficulty from their predicament »
. 

   In other words, the Chinese transition process until now has essentially borrowed from the market economy the notion of profit, but not the complementary notion of competition. The implemented reduction of competition presupposes the existence of an administrative and coercitive network (fiscality, customs, police, etc…) willing to implement this policy to its own advantage. And this network assumes in the same time the functions of regulator, of gate-keeper and rent-seeker.

   This scheme is also transferable to the illicit and criminal economy. If we apply it to the profits of crime, and we follow the same determinant factors of its developement as for corruption, namely, opportunity and impunity, the networks of coercion or the old « dictatorship apparatus » are clearly in a win-win position. In terms of opportunities, according to the classification of underground profits made by He Qinglian, which may be divided among corruption profits and criminal profits, the main sources of criminal profits are smuggling, including human smuggling (toudu), drug trafficking, prostitution (maï ying) and human trafficking (goumaï renkou), gambling, counterfeiting, including counterfeited money and documents.
 To the traditionnal trilogy of criminal profits that we find elsewhere, in Japan and Thaïland, with prostitution, gambling and drug trafficking, China adds smuggling, human trafficking and counterfeiting. Although it is by nature difficult to evaluate these undergournd profits, it seems clear that the criminal economy has been growing at an unprecedent scale in the 90’s, to the point of representing a significant part of the underground economy. 

   The Public Security estimates the turnover of  China’s internal drug trafficking at 30 billions yuan (3,6 bilions US dollars)
, but the international trafic generates certainly this amount in profits. It is managed industrially by organized crime networks, if we refer to the growing seizures, which may represent sometimes 600 kg of heroïn and 4,3 tons of marijuana per deal
. These last few years 80 % of the big drug trafficking cases are linked with organized crime (heï shehui)
. That is the same for prostitution : in 1996, chinese police arrested 420.000 prostitutes and their clients, one tenth of the actual total, according to an estimation of the police
, very well informed on the subject, since in Guangdong in 1994, public security organs at all levels, armed police corps and their subordinate units were ordered to « stop operating or possessing shares in various categories of recreation places, including saunas, massage parlors, and barber’s shop »
. The disciplinary inspection of the Ministry of Public Security took the same step at the national level, as in a few regions « some entertainment clubs and casinos had prospered through their ties with local police », the « umbrellas » or back door ties for some convicts hampering the anti-crime campaign
. 

   This general climate is very favorable to the « collusion between policemen and bandits », « cops and robers » which we find on a large scale in Mexico, where the bodyguards of big drug traffickers may sometimes be members of the police. In China, where one can buy freely police equipment and uniforms, it takes the form of « fake policemen » racketing the ordinary citizens, repeatedly denounced in the media. Surveys by Dalian City public security departments have showned that one on every three persons wearing the uniform of a police officer is not a real one
. This lasting confusion between true fake policemen can even raise doubts about collective murder cases, such as the one perpetrated at the Qiandao Lake (1993), a tourist spot of Zhejiang, where twenty-four Taïwanese holiday-makers and eight Chinese crew were robbed, murdered and burned. China produced three freelance brigands who were supposedly solely responsible for the atrocity, but Taïwanese intelligence officials claimed that the group was robbed by a rogue army unit using flame-throwers.

   This situation may be attributed to the perverse effects of decentralization in the management of law and order, which has led since 1995 municipalities and autonomous regions directly under provincial jurisdiction  to be responsible from 70 % to 85 % of local public security and armed militia funding, without mentionning the question of recruitment. 
 The Guangdong  Public Security found after investigation that over 20 % of  the new recruits had previously engaged in gang fighting, theft, hooliganism,  and that a majority of formerly unemployed young people had joined the public security without going through the normal examination process 
.  Thus the « policing of police », in order to reduce the problem of lawlessness  and to improve  the police reputation, has been implemented by the Ministry since 1997 
 and has even led to the resignation of the Public Security Minister, Tao Siju. But this does not really stop the tendencies repeatedly denounced in the Chinese press. According to Nanfang ribao for instance, «  some brothels where women are forced into prostitution are located only a short distance from police stations. A busy fake medecine market operating without business license is right across street from the office of local administration of industry and commerce. A factory using modern equipement in making fake cigarettes is next door to a local town government building. Rampant smuggling activities and sales of  smuggled goods are openly conducted right in front of law enforcement departments. Such examples can be found everywhere
. » 

   As Shanghaï Public security bureau director put it bluntly : « too many criminal cases are embarassing. Moreover, they are « risks » to bear if files of criminal cases are set up truthfully »
. These risks are not to be taken lightly according to representatives  for procuratorial organs from various provinces and cities who have reached a consensus that the anti-embezzlement and bribery general office under the Supreme people’s procurate, the law and bailiff unit under the procurate had to equip their officials with bullet-proof vests
. Here we touch to the nexus of the relationship between corruption and criminalization. The criminal economy provides various illegal services to private citizens. It needs corruption in order to escape from punishment and to create its legitimacy, but in the same time needs violence or the threat of violence in order to supress competition on the illicit market it controls or to supress the threat of punishment. Thus corruption, or the redistribution of criminal profits, the « promise of a good » according to Christian Geffray’s formulation,  alternates with violence or the « threat of a harm », as indispensable means of its development and of its local « legitimacy ». 

   But when the structure of criminal profits is strictly regulated by the representatives of the State at all levels, who dispose of the monopoly of violence, the problem of the use of violence  to supress concurrence on the criminal markets is settled by itself, like we have seen in the legal sphere, and the degree of criminalization may even progress in a general context of pacification of social relations…provided that it does not threaten the economic stability. In  China, it is not at all the case with the traditional trilogy of criminal activities (drug trafficking, gambling and the sex industry in a large sense), but clearly the case with smuggling and accessorily counterfeiting. 

   As far as smuggling is concerned, we have to remind that it is far from being limited to China, although China has developped it considerably in the 90’s. At the international level, smuggling may be viewed as the result of  the tension between growing opportunities of trade profits limited by national regulations. Smuggling is not a criminal activity in the sense that it does not undermine persons, but it may be linked to criminal networks when human beings, drugs, arms and counterfeited goods are concerned. These criminal networks need generally the threat and exercise of violence when corruption is not effective. In this sense, smuggling belongs in the same time to the grey area of the underground economy, when fake documents are used or when officials of the customs are involved, and to the criminal economy, when human beings or illicit goods are involved. 

   It is precisely this twin character which has allowed it to grow considerably in the 90’s and to imply, directly or indirectly, mutlinational corporations. In Canada, for instance, cigarette smuggling has become a business estimated at 3,5 billion of US dollars annually, after authorities doubled tobacco taxes in 1991, in an effort to discourage smoking. The Canadian government estimates that 40 % of all tobacco products sold in Canada were smuggled back from the U.S in 1993, after being officially exported to this country. So far, the RJ Reynolds group has been the only tobacco group formally accused , but others, like Philip Morris, have been under investigation. Widespread smuggling and the resulting losses of tax revenues have finally forced Ottawa to reduce tobacco taxes in early 1994, cutting the price by 50 % in central Canada
. As for indirect forms of implication of multinational corporations, we may cite the example of Albania. On a total of 500.000 cars on the roads, 60 % are Benzes, and about nine in every ten are hot, stolen from Western Europe, acknowledges the head of the state statistical office. Mercedes Benz opened a franchise in Tirana, the capital, but only 30 legitimate new models were sold. « If I turn away stolen vehicles », said the franchiser, « I’d be turning away 90 % of my business »
.

   When we come back to the Chinese case, the customs estimate their annual losses due to smuggling at 15 billions US dollars, more than 10 % of imports
. According to a more recent report of the Central discipline commission to the Political bureau, from 1991 to 1998, there have been 4200 cases of smuggling for a total of 130 billions US dollars, which is about the same as the previous annual estimate. The Chinese diplomatic and commercial missions abroad would be responsible for 1300 cases representing 60 billions US dollars. Smuggling concerns not only cars, but oil products, equipments, chemical products, steel, electrical products. From 1994 to 1998, in five years, the Foreign Ministry would have imported tax-free 75.300 vehicles representing customs fees of  19 billions RMB (2,3 billions US dollars). The main cases of smuggling concern the localities of  Beihaï in Guangxi, Shantou and Zhanjiang in Guangdong, Qingdao in Shandong and Xiamen in Fujian
. 

   This data refer to discovered cases but do not reflect aggregate tendancies. As Nirmal K. Chandra noted, there is a huge discrepancy between Chinese and Hongkong sources on the trade flows between them. Hongkong figures exceed those obtained from the mainland by a stagerring 441 billions dollars. The gap is as high as 85 billions per year  in 1994-1997. In these for years, Hongkong exports exceed China’s imports by 700 %. Apart from very small imports covering the processing trade, which are hardly plausible, or from large scale underinvoicing of both imports and exports by foreign enterprises in China, this discrepancy is due to « widespread smuggling from Hongkong to avoid taxes. The required foreign exchange may be procured through exports unrecorded by Beijing but appearing in Hongkong statistics »
. 

   These linkings show that the practice of smuggling  is intertwinned with  the FIE operations in China. Apart from FIE, as shown by Ting Gong 
,  the decentralization process, which has pushed local companies to become self-sufficient, to lower costs and to increase profits, has sometimes led companies in difficulty to engage in smuggling of consummer as well as producer goods. As China has been using tariff rebates to stimulate exports, and as the certificates for tariff rebates gives exporters access to duty and tax-free imported inputs, it has become a common strategy to fake them.This practice may concern in some coastal areas a quarter of the documents. The industrialization of smuggling has thus created the well known « grey channels » of distribution which distort competition to their profit. It is very difficult for foreign or local operators in China to ignore them and to stay aside, when their competitors are only paying 5 % duty and they are charged 30 %
. 

   Before the Asian crisis, these channels, financed mostly by the underinvoicing of exports, used to reinvest their capital flights in China under the form of « fake foreign investments », in order to benefit from tax exemptions and customs reductions reserved to the joint-ventures. But since 1997, the grey channels have been more and more used to smuggle South east Asian, Korean and Japanese goods into China, whose competitiveness have been stimulated by the devaluation of their currencies. In 1997, according to official sources, more than 100.000 automobiles and motorbikes were smuggled into China, that is to say around a quarter of the total sales of the foreign joint-ventures car industry. The extent of smuggling thus affected entire sectors of the economy such as the car industry, whose prices went down by 20 %, the electronic industry, and the oil industry. Smuggling exacerbated the deflationnist tendancies due to lack of demand and growing inequalities, and created a competitive advantage for some foreign companies using grey channels. 

   This macro-economic impact of  the smuggling networks, based on new opportunities and lasting impunity allows us to understand the crackdown of the business activities among military armes forces, the armed police and the judicial system launched in the summer of 1998, followed by the arrest of China’s Public Security Vice-Minister Li Jingzhou in charge of enforcing border security, and the setting up of  a 6000 members anti-smuggling task-force, dependant from the central government.
 Finally, widespread smuggling and the campaign against it, which is going on, and implicating people at the highest level, is the best illustration of the links between decentralization, corruption and criminalization. The functionalist and culturalist interpretations of the phenomena are certainly useful to understand its pregnance and its acceptability. But they also certainly miss its political and ethical dimensions, which are also an integral part of the Chinese culture and tradition.

   These dimensions may explain the actual recentralization process, which concerns essentially the devolution of economic powers to the central state apparatus represented by the army, the public security, the customs and the justice system. This new offensive against corruption and criminalization differs from the previous ones in the sense that it implies a recentralization, an affirmation of the central state sovereignty on the key bodies which are supposed to represent its authority in coordination with the state-party system. As China’s actual system does not offer opportunities for criminals to become representatives of the state such as in Brazil, Thaïland or India 
, but offers opportunities for representatives of the state to become criminals, like in Mexico, it is not surprising that this campaign may target people at the highest level. It does not mean that it will be led thouroughly for the reasons of  stability and survival that we have noted . Whatever the issues of this dubious fight, the question of corruption and criminalization, instrumentalized or not politically, will remain a central issue in Chinese society and political debate. It may even be the case under a scenario of political transition, with a new presidential democratic regime such as the one in Taïwan or Mexico, where these lasting problems have become key political issues.
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