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Understanding the Mechanism of Social Stratification in Contemporary China
.................................................................. Liu Xin 1

Abstract; This study develops a “ power generation theory” to explain the mechanism of
social stratification in contemporary China. The author amgues that in the process of
matketization and reform of decentralization and pfit-shanng, public power generates
“ rent-seeking ability” while it exerts as redistibutive power. Rent seeking ability plays a
role in social stratification in a different way that redistiibutive power has been taking, and
power elite incumbents are able to use rentseeking ability to gain privae interests.
Meanwhile, marketability also has an effect on social stratification in so far as the market
mechanism counts. Thus the basic institutional arrangement of socialist market economy
detemmines that redistibutive power, rent-seeking ability, and marketability co-constitute
the dynamic basis of social stratification. The hypotheses about income inequality based on
the proposed theory are well supported by a sampling suvey data collected in Wuhan in
2003. The research findings suggest that the “ power generation theory” offers a better
explanation than the previously dominant “ power transition theory” and “ power persistence

theory” for the phenomena of elite circulation/repmduction in Contemporary China.

Exploring the Relationship of Soft-risk-constraints and the Rural Corporative
Funds under the Condition of Local Governmental Interventions —«---+«c--
............................................................ Liu Shiding 26

Abstract Using a conceptual framework called soft-risk-constraints this article steps to
analyze the Rural Comorative Funds which has played the wle of County or Town level
banks at the local level. The author first discusses wo stuctural conditions that lead to the
situation of softrisk-constraints, that are, the distribution of decison-making power, and
channels of risk shifting. In the session regarding the distribution of decisiormaking
powes via a careful analysis of the game of loanrprovision and the related hierarchical
game, the author points out the impossibility of i s self-implementation of one of the maost
important institutional arrangements of Rural Comporative Funds and examines the resulted
relationship beween the structures of decision-making power and responsibility, and the
situation of soft-risk-constraints. In the session regarding the channels of nsk sifting, the
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