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On the Free Market Policy and Urban Commodity Supplies around 1956
Lin Chaochao

Abstract: The prosperity of the free market from the second half of 1956 to the first half of 1957 was regarded as
an “anomaly” in China’ s planned economy before the period of Reform and Opening Up. Opening the free mar—
ket and implementing unified purchase and sales seemed to be two completely different national policy orienta—
tions but from a certain perspective their original intentions were the same. Both were a means to regulate the
supply of urban goods. The difference is that the former increased commodity production by loosening management
of the market. The latter controlled commodity consumption by strengthening the planned management. The initia—
tion of the free market policy in 1956 was a counter-measure to ease the tight supply of urban commodities after
the socialist transformation. Under the condition of immature market supervision the operators in the free market
driven by their own interests crossed the “boundary of freedom” and became involved in the circulation of bulk
commodities and formed a competitive relationship with the planned acquisitions which was intolerable to the

planned economy that was dominated by the unified purchases and sales.
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