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Some Ques t ions  Concerning Recen-t - ---.-.~ ----- . 

s a r i a n  Reforins i r  China --- ---- 

Chi ran j  i b  Sen 

I. --.- In t roduc t i on  

Recent developments i n  the i n s t i t a t i o n a l  set-up and 

o rgan i sa t ion  of product ion  i n  China ' s  r u r a l  s e c t o r  have a t t r a -  

c ted  a g r e a t  d e a l  of a t - t en t i on .  Th i s  i s  no t  su rp r i s i ng ,  i n  

view of t h e  f a c t  t h a t  t h e  new changes being in t roduced appear 

t o  be far-reaching- i n  t h e i r  cha rac t e r ,  t o  t h e  p o i n t  of a l - te r -  

i ng  i n  .i fundamental way t h e  a g r a r i a n  system which had evolved 

i n  p o s t  r evo lu t i ona ry  China under  Mao. Rather  than  being 

mere cosmetic  changes, t h e s e  new developments beginning i n  

1978 f a l l  no th ing  shor.; of a d i s n a n t l i n g  of t h e  commune system 

-- with  i t s  commune, b r igade ,  and product ion  team components, 

-- and i t s  replacement by a system c l o s e l y  resembling peasan t  

a g r i c u l t u r e  wi th  t h e  household a s  i t s  main d e c i s i o n  making and 

income gene ra t i ng  u n i t .  This ,  indeed, aGp-.ars t o b e  t h e  

consensus emerging from obse rva t i ons  of f o r e i g n  v i s i t o r s  t o  

China, a s  w e l l  a s  from t h e  c r i t i c i s m s  l e v e l l e d  byy' t h e  Chinese 

themselves a g a i n s t  t h e  commune system, i n  j u s t i f i c a t i o n  of t h e  

cu r r en t  reforms.-l/ Moreover, t h e  a v a i l a b l e  evidence sugges ts  

t h a t  t h e s e  r e f o r c s  a r e  proving popular  with t h e  r u r a l  masses, 

and t h a t  t h e  ou tpu t  performance of Chinese  agricu1;:ure has  

shown a marked improvement i n  r e c e n t  years .  Most remarkable 

of a l l  i s  t h e  s ta tement  t h a t  " thanks  t o  t h e  i n t roduc t i on  of t h e  

eco~omic  responsib i l i - t l r  system, thanks  t o  t h e  emerging of a 



l a r g e  numiier of key househol6~s and s p e c i a l i z e d  households, and 

thanks t o  t h e  u n i n t e r m p t e d  developmen-t of cormnodity production, 

about 100 m i l l i o n  r u r a l  i n h a b i t a n t s  have l e f t  t h e i r  l ands  and 

entered  i n t o  non-agr icu l tu ra l  t r a d e s l l y  The magnitude of t h i s  

apparent  l abour  t r a n s f e r  o u t  of a g r i c u l t u r e  may be  gauged again4 

t h e  f a c t  t h a t  t h i s  c o n s t i t u t e s  roughly 1Zi /2% of t h e  Chinese 

peasant  popula t ion ,  and exceeds t h e  i n c r e a s e  i n  t h e  r u r a l  labour 

f o r c e  which took p l ace  between 1957 and 1975, es t imated  by 

Rawski a t  98.2 m i l l i o n  persons .  A l l  t h e s e  f a c t s  r a i s e  serious 

ques t ions  regard ing  t h e  n a t u r e  of t h e  t r i n s fo rma t ion  under way 

i n  t h e  Chinese r u r a l  s e c t o r ,  about t h e  d i f f i c x l t i e s  which 

t r i g g e r e d  t h e  reforms and t h ?  p rospec t s  of -the 9rc~i;nk reforms 

f o r  r e so lv ing  t h e s e  con t r ad i c t i ons .  

A t  t h e  h e a r t  of t h e  mat te r ,  i s  t h e  ques t ion  of whether 

t h e  Chinese e f f o r t  t o  r e s o l v e  i-ts b a s i c  s t r u c t u r a l  pi-oblen i n  

a g r i c u l t u r e ,  v i z . ,  -the need t o  absorb a  l a r g e  r u r a l  population 

over a  r e l a t i v e l y  narrow a r a b l e  l and  base  i n  an economically 

sound manner, by means of an i nnova t i ve  s o c i a l i s t  reorganization 

of t h e  a g r i c u l t u r a l  system c u l m i n a t i n ~  i n  t h e  3 - t i e r  commune 

system -- must now i n  t h e  l i g h t  of r ecen t  developments be seen a81 

a  f a i l u r e .  A f t e r  a l l ,  less. than a  decade ago t h e  Chinese 

experiment was widely regarded a s  a success.  The subs t an t i a l  

r e s t m c t u r i n g  of land ownership and of t h e  o rgan i s a t i ona l  mode . 
of f a k i n g  t h a t  took p l a c e  s equen t i a l l y  over  t h e  1950 's  were 

1 

c r e d i t e d  with having achieved a number of aims: ( a )  t h e  libera- 

t i o n  of Chinese aqr ic -u l tu re  from i t s  p r e - l i b e r a t i o n  low-level 

equi l ibr ium t r a p .  A s  Timmcr Iboted, " t h e  c o n t r a s t  bet.deen the 

p e a s a n t ' s  l i f e  then and now i s  cons tan t ly  invoked a s  motivst.ion 

f o r  and j u s t i f i c a ~ t i o n  of t h e  enorrilous phys ica l  e f f o r t  and 



ostensible  l o s s  of personal freedom involved i n  t h e  transEorma- 

t ion of Chinese agr icul ture"  .L' (b) The a b i l i t y  t o  s tep uD 

agr icu l tura l  mechanization following ru ra l  e l e c t r i f i c a t i o n ,  

while a t  t h e  same time t o  absorb v a s t  quan t i t i e s  of ru ra l  labour 

f o r  l a r g e  sca le  c a p i t a l  construction p ro jec t s  such a s  res t ruc t -  

uring farmland and water control  works, a s  well a s  small-scale 

ru ra l  industry.  (c )  Apart Erom agr i cu l tu ra l  mechanization, 

Chinese ag r i cu l tu re  witnessed an upgradation of ag r i cu l tu ra l  

technology i n  t h e  form of biochemcial inputs  such a s  new seeds 

and f e r t i l i z e r ;  and l a s t  but not  l e a s t ,  (d)  Yne Chinese system 

was widely acclaimed t o  have achieved subs tan t i a l  food securi ty  

and t h e  quarantea of minimal l i v i n g  standards f o r  a l l  c i t izens ,  

keeping income d i s p a r i t i e s  under check, and a l s o  t o  have ra i sed  

subs tan t ia l ly  the  capacity f o r  l o c a l  se l f - re l iance ,  Why i s  it 

then, t h a t  d e s p i t e  such notable successes under co l l ec t iv i sed  

agr icu l turc ,  t h e  Chinese have embarked upon a  massive de-collecti-  

v iza t ion  campaign? 

I n  the  succeeding sections,  we s h a i l  consider f i r s t  the  

key elements of the  recent  reforms and t h e i r  impact on t h e  

performance of agr icu l ture ,  This i s  followed by an examination 

of t h e  emerging d i f f i c u l t i e s  faced by t h e  Chinese i n  the  ru ra l  

economy which underlay t h e  adoption of t h e  reforms. The paper 

ends with some speculat ive observations concerning t h e  prospects 

of continued success under t h e  reforms. The argument developed 

below broadly suggests t h a t  ( a )  t h e  cur rent  reforms indeed 

amount t o  an almost t o t a l  deco l l ec t iv i sa t ion  d r i v e  aimed a t  

r e s t r u c t i n g  incent ives;  (b)  t h a t  t h e  cormnune systenl f o r  a l l  i t s  

successes could only provide a  temporary reso lu t ion  of the  



fundamental problem facing Chinese agr icu l ture ,  I-amely t h a t  of 

absorption of massive labour force,  which paved .the wzy f o r  the 

deco l l ec t iv i sa t ion  reforms and ( c )  t h a t  while t h e  immediate i m -  

pac t  of these reforms has been impressive i n  t e n s  of growth 

performance, t h e r e  a r e  reasons f o r  caution regarding t h e i r  

a b i l i t y  t o  provide a  long term resolu-t ion of t h e  fundamental 

problem of labour absorption. 

The re forns  underway i n  China a r e  t raceable  t o  the  Thi rd  

Plenum of the  Eleventh Central Committee which inet i n  December 

1978,  marlcin~ a  s ign i f i can t  turn ing  point  i n  pol icy.  The main 

ingredients  of t h e  new approach were: (a )  Reform of t h e  economic, 

management system, including reducing over-concentration of 

authori ty ,  and separation of cconomic managment from political. 

administration; (b)  reforms of the  commune system and (c)  the 

r a i s i n g  of l i v i n g  standards. With reqard t o  ag r i cu l tu re ,  the 

main elements of t h e  reforin w?re the  dismailtling of t h e  commune 

system, s teps  t o  increase  economic invent ives  and the  promotion 

of a  d i v e r s i f i e d  r u r a l  economy with a sharply increased role of 

"cominodity .groduc-tion". The crux of t h e  newly emerged system 

of production organisat ion i s  t h e  so-called "household responsi- 

b i l i t y  system", which, with some regional var ia t ions ,  has 

bezn adopted throughout China, v i r t u a l l y  replacing t h e  preexish 

en t  system within a  r e l a t i v e l y  shor t  period of time. 

I t  i s  t he re fo re  worthwhile t o  examine a  b i t  more closely 

t h e  contents of t h c  reforms. Under the  p reex i s t en t  system, 

t h e  commune was t h e  highest  level. of t h e  t h r e e - t i e r  0rganisat;id 



structure,  combining the  funct ions of a u n i t  of l o c a l  government 

with t h a t  of an economic organization. The communes operated 

workshops and enterpr i ses  and organised the  l a r g e r  cap i t a l  

construction pro jec ts .  It a l s o  maintained l o c a l  hospi ta ls ,  edu- 

cat ional  i n s t i t l l t i o n s  and other  i n f r a s t r u c t u r a l  f a c i l i t i e s .  

The next l eve l  of organisation wzs made up by ~ r o d u c t i o n  brigades. 

Brigades managed s m s l l  vorkshop and e n t e r ~ r i s e s  and a l s o  

controlled heavy machines and ewipment and i r r i g a t i o n  f a c i l i -  

t i e s  f o r  ag r i cu l tu re .  They a l s o  organised smaller  cap i t a l  

construction p ro jec t s .  A t  t h e  lowest l eve l  of the  coinrmne system 

were the  production teams. These teams control led a l l  .the cu-l t i-  

vated land, most of t h e  l ivestock,  smaller machinesand agricul-  

tu ra l  too ls ,  By t he  l a t e  '70s, China was reported t o  have 

some 52,000 communes, 7OOO,OOO brigades 5.15 mi l l ion  production 

teams and 135 mi l l ion  r u r a l  households, implying an average of 

26  households t o  a nroduction team, 7 - 4  :~roduction teams t o  a 

brigade and 13.5 production brigades t o  a commune." This th ree  

t i e r  system was believed by several  economists t o  have success- 

f u l l y  removed t h e  problem of diseconomies of s c a l e  generally 

associated with p r i v a t e  small s c a l e  peasant farming, and permi- 

t t e d  the  t r a n s i t i o n  t o  a more r a t i o n a l  and s c i e n t i f i c  mode of 

5 
land u t i l i s a t i o n . '  

The re levant  u n i t  f o r  t h e  d i s t r i b u t i o n  of incone - t h e  

"bas ic  accourking uni t"  -- was generally t h e  production team. 

A s  i s  w e l l  known, ' the  sqrstcm cf payment :?as based on t h e  amount 

of -work done (measured by "workpointst') by each members of t h e  

production team. However, t h e  value of a workpoint depended 

on the  economic performance of the  producticn team a s  a whole. 



- 

Natura l ly ,  t h i s  allowed f o r  <-he p o s s i b i l i t y  of divergznce between 

t h e  incomes of d i f f e r e n t  product ion teams. During t h e  Cultural 

Revolution per iod  (1966-75), a tendency developed t o  change this  

type  cS arrangement i n  favour s f  one i n  which t h e  "bas i c  

accountin: u n i t "  was t o  be  z a i s e d  t o  a  h igher  l eve l - the  brigade. 

This  was seen a s  a  way of removing in ter - team inequa l i t y .  'This 

a c t u a l l y  occurred i n  t h e  c a s e  of abou-t 10% of t h e  b r i~rades ,  and 

6 / 
even some 60 communes.-- Other  means of eveninc,: ou t  incomes 

were introduced,  such a s  i n  t h e  c a l c u l a t i o n  of workpolnts, 

whereby p i e c e  r a t e s  were abo l i shed  and degree of phys ica l  d i f f i -  

c u l t y  of t h e  t a s k  deemphasise,d i n  t h e  c a l c u l a t i o n s .  Within the 

co!mune system a small f r a c t i o n  of t h e  Land, amounting t o  about 

6%, used t o  be  a l l o c a t e d  t o  i n d i v i d u a l  households,  who were also 

allowed t o  enga(l:e i n  c e r t a i n  p r i v a t e  s i d e l i n e  a c t i v i t i e s  l i k e  

p o u l t r y  and wigtr,iery t o  be  so ld  a t  r u r a l  f a i r s .  During t h e  

C u l t u r a l  Revolution per icd~ ,  ~ h e s z  a c t i v i t i e s  came under censure 

and faced cur ta i lment .  Proponents of t h e  p o s t  Mao reforms argue 

t h a t  t he se  t endenc ies  p layed havoc wi th  t h e  s t r u c t u r e  of incenti.4 

v e s  i n  t h e  r u r a l  a reas .  

"The r k i n g  of t h e  l e v e l  of b z s i c  accounting u n i t  brought 

about two problems: F i r s t ,  it did no t  s u i t  t h e  manaqemcnt 

a b i l i t i e s  of t h e  r u r a l  cadres: and secondly, a f t e r  t'ne mergers, 

former poor teams shared t h e  p roper ty  and wealth of t h e  r i c h  

teams, t hus  givin.2 r i s e  t o  a  s e r i e s  of con t r ad i c t i ons .  Bbth 

~ r o b l e m s  adverse ly  af f ected  t h e  peasan ts '  enthusiasm f o r  

7 ,/ 
production" .- 

I t  i s  poss ib l e ,  however, t o  surmise t h a t  t h e  p o l i c i e s  

observed d u r i n s ,  t h e  Cu l tu ra l  Revolution per iod  were themselves 



a response t o  a  ga ther ing  economic c r i s i s  i n  ag-r icul ture.  While 

output performance bnrr t rq the  1960-61 f m i n e ,  was reasonable,  

it would seem t h a t  i n t e r n a l  d i f f e r e n t i a t i o n  of idcomes wi th in  

communes a t  t h e  team l eve l ,  was a  se r ious  problem with p o l i t i c a l  

overtones, and t h e  t r end  towards p r i v a t e  s i d e l i n e  a c t i v i t i e s  

and p r i v a t e  p l o t s  was a l ready posiny a p o t e n t i a l  t h r e a t  t o  t h e  

continued h e a l t h  of t h e  commune sy stem?-%.t would t h e r c z ~ r e  

be u se fu l  t o  ask  why such economic d i f f i c u l t i e s  were emerging 

wi th in  t h e  commune system and whether t h e r e  was an ob j ec t i ve  

b a s i s  f o r  t h e  p o l i c i e s  proposed by t h e  "Left:' wi th in  t h e  Chinese 

la&darship .  Gie s l i ~ d l  dea l  with t h i s  ques t ion i n  more d e t a i l  

i n  a  subsequent sec t ion .  Here we may mention one strblcinc,: f a c t  

which obviously has  an impor tant  bear ing  on t h e  mat ter ,  namely 

t h a t  t h e  absorp t ion  of near ly  100 m i l l i o n  new e n t r a n t s  i n t o  t h e  

r u r a l  l sbour  f o r c e  was accompanied by a marked dec l ine  i n  labour  

p roduc t iv i ty  i n  Chinese a g r i c u l t u r e  between 1957 and 1975. 

Rawski es t imates  t h a t  output  p e r  man-day may have f a l l e n  by a s  

much a s  36% over t h i s  per iod.  A8.ded t o  t h i s ,  i s  -the f a c t  t h a t  

t h e  u s e  of purchised i npx t s  had inc reased  markeMly, a s  a  r e s u l t  

of which t h e  n e t  income generated pe r  man-day i s  l i k e l y  t o  have 

dec l ined  even f u r t h e r e v  I t  i s  again::t t h i s  s t a r k  background t h a t  

t h e  p o l i c i e s  pursued during t h e  Cu l tu ra l  Revol~ution per iod a s  

well  a s  t h e  subsequent d ismant l ing  of t h e  commune system may 

be b e t t e r  apprecia-ted. 

The changes in t rochccd a f t e r  Mao proceeded s t e p  by s tep .  

A t  f i r s t ,  t h c  l e v e l  of t h e  " b a s i c  accounting u n i t "  was brouqht 

back down t o  t h e  l e v e l  of t h e  product ion team, and by 1978, t h e  

p rocess  oE going below t h e  l e v e l  of t h e  product ion teams was 



al ready evident ,  which subsev len t ly  h a s  come down t o  t h e  l eve l  of 

t h e  household. Around t h e  same time, t h e  r o l e  of , ? r iva te  ? lo t s  

and s i d e  l i n e  a c t i v i t i e s  was g radua l ly  expanded by al lowing a 

maximum of 15% of t h e  t o t a l  cul t ivc t ted  a r e a  of a product ion team, 

and r e s t r i c t i o n s  on what could  b e  produced on a p r iva - te  p l o t z  

w e r e  a l s o  eased. Furthermore, t h e  r u r a l  p r i v 2 t e  markets xere  re- 

e s t ab l i shed  under  o f f i c i a l  : I~;- ;:::: i . ,  with s u b s t a n t i a l  freedom 

of opera t ion .  Other  measures designed t o  improve a g r i c u l t u r a l  

i n c e n t i v e s  an? incomes inc luded t h e  r a i s i n g  of t h e  p r i c e s  of 

c e r t a i n  a g r i c u l t u r a l  products  and iinproving a g r i c u l t u r e ' s  terns d 

t r a d e  wit:: i ndus t ry .  S t a t e  purchas ing g r i c e s  f o r  18 key product64 

includin:; g r a in ,  cot ton ,  o i l ,  hemp, sugarcane, animsl products a d  

s i l k  cocoons were r a i s e d  between 25 and 28%. On top  of t h i s ,  a 

50% premium was given f o r  above quota s a l e s  f o r  g r a i n s  and 30% 

f o r  cot ton .  A s  a r e s u l t  t h e  index  of purchase p r i c e s  of agricul- 

t u r a l  products  r o s e  from 217.4 i n  1978 t o  307.8 i n  1982 (1950=100Yw 

I n  a r e a s  where peasan t s  f aced  s p e c i a l  d i f f i c u l t i e s  mee-ting grain 

quotas,  such a s  remote o r  poor a r ea s ,  o r  c s sh  crop growing areas, 

t h e  government re laxed  o r  removed i t s   rain procurement quotas. 

Concommitantly wi th  t h e s e  dev elopmen-ts, the p o l i t i c a l  power of t hq  

commune was g r adua l l y  reduced and i-t no longer  served a s  t h e  unit 

of l o c a l  government. 

A t  t h e  l e v e l  of product ion ,  t h e  f u l l  s i g n i f i c a n c e  of the  

d e c o l l e c t i v i s a t i o n  p rocess  can b e  seen Cron t h e  con ten t  of the 

household r e s p o n s i b i l i - t y  sys ten .  The fundamental l o g i c  underlying 

t h e  new system was t o  ensure  a d i r e c t  l i n k  between production 

performance by an i nd iv idua l  household and i t s  economic return. 

I n  essence, t h e  system invo lves  a c o n t r a c t  c n z c r d  anto:? .:' 



between t h e  team and groups, ind iv iduals  and households. The 
. . 

cont rac t  s p e c i f i e s  a t a r g e t  output. ' I n  actual  i ~ r a c t i c e ,  the  

cont rac ts  evolved numerous v a r i a n t s  with regard t o  the  specifias 

concerning d i s t r i b u t i o n  of output and terms of a v a i l a b i l i t y  of 

l and .  By and large,  a f t e r  meetin9 t h e  committments t o  t h e  S t a t e  

and t o  t h e  team, the  households a r e  f r e e  t o  dispose of the  

surplus produce a s  they please. Khan and Lee (1983) dis t inguish 

e igh t  d i f f e r e n t  types of contracts .  Howwer, i n  terms of import- 

ance, two of/%%% - out, namely - Bao .-.. -- chan -~- dao .- hu (BCDH) and 

Bao aan dao hu (BGDH). Under t h e  former, t h e  land i s  divided -..- - -- - 
among households on t h e  b a s i s  of equal amounts per capita. Out- 

pu t  quota, inpu t  t a r g e t s  and labour (measured i n  workpoints) 

a r e  spec i f ied  i n  t h e  contract .  An agreement (implying a 100% 

bonus) provides f o r  t h e  household's r e t a in ing  any excess of the  

quota output o r  saving over t a rge ted  cost. The opposite 

(i.e. lo@/. penal ty)  i s  incurred f o r  s h o r t f a l l s  on excess costs. 

The quota outputs a r e  co l l ec ted  by t h e  teams and d i s t r ibu ted  

among households according t o  workjoints a f t e r  deductions f o r  

welfare, accumulation and taxes .  The l a t t e r  type of contract ,  

BGDH, represents  a f u r t h e r  r e t r e a t  froin co l l ec t iv i sa t ion ,  by 

abolishing t h e  system of work po in t s  .&together. Anbther dif ference 

l i e s  i n  t h e  f a c t  t h a t  while under BCDH, plans f o r  planGing, irri- 

gation and use  of d r a f t  animals and machinery remain under team 

control ,  under BGDH, t he  d r a f t  animals, t o o l s  and aquipment 

a r e  divided among households. The re spons ib i l i ty  of the  team 

i s  confined t o  s e t t i n g  s a l e s  quotas and t a x  obligations.  After  

meeting these  obl igat ions ,  the  households, a r e  f r e e  t o  dispose 

of surplus output a s  they wish. This system has  obvious analogies 



with peasant farminr, on r e n t a l  bas is .  A s  t h e  Chinese themselves 

put  it: 

" A s  t he  con t rac t  def ines  c l e a r l y  t h e  households' responsi- 

b i l i t i e s  t o  t h e  s t a t e ,  it pro tec t s  the  ;?easants from any 

k x t r ~  and unreasonable burdens. Under such contrscts,  the 

peasant households enjoy all .  t h e  r i g h t s  and benef i t s  as 

independent commodity producers, t h e i r  decis ion making 

power safeguarded i n  terms of economic i n t e r e s t s .  Tine 

respons ib i l i ty  system gives  play not only t o  t h e  in i t ia -  

t i v e  of the  peasants but  a l s o  t o  t h e  super ior i ty  of the 
9/ c o l l e c t i v e  econ~rny'~ .-- 

The l a s t  sentence quoted above i s  d i f f i c u l t  t o  comprehend, 

s ince it would Sean t h a t  under BGDH, t he  l a s t  ves t iges  of 

c o l l e c t i v e  organisation of a g r i c u l t u r e  have been removed. By tllgl 

end of 1983 near ly  95% of a l l  t h e  peasant households i n  China 

were under some form of t h e  household responsibi l i - ty  system, 

and within t h i s  t h e  r e l a t i v e  importance of BGDH has been grow- 

i n g  more rapidly s ince  mid 1981, and by 1983 the<-share of BCDH 

had become ins ign i f i can t .  Within t h e  now prevalent  BGDH form 

Of household r e spons ib i l i ty  system, t h e r e  .are, however, two main 

var ian ts ,  depending on t h e  r o l e  played by t h e  co l lec t ive .  I n  a 

more extreme form, t h e  team ceases t o  perform d i r e c t  production 

functions. Col lec t ive ly  owned a s s e t s  a r c  sold t o  t h e  households 

and t h e  team no longer operates nail-agricultural enterprises. 

I ts  r o l e  i s  t o  make per iodic  adjustments i n  land distribution, 

t a x  co l l ec t ion  and procurement quotas on behalf of t h e  govcrnI0~ 

Under t h e  l e s s e r v a r i a n t  of BDGH, t he  team continues t o  own 

a s s e t s  and sometimes operates team leve l  enterpr ises .  



An emerging p rac - t i ce  w i th in  t h i s  new system i s  t o  allow 

ind iv idua l s  t o  o p e r a t e  equipment l i k e  t r a c t o r s  under con t rac t .  

Such i n d i v i d u a l s  ope ra t e  l i k e  spec i a l iScd  workers who c o n t r a c t  

ploughing work wi th  i nd iv idua l  households a t  mutual ly agreed 

cost ,  and r e t a i n  t h e  surplug remaining a f t e r  payment of r e n t a l  

t o  t h e  team f o r  t h e  t r a c t o r .  Another f e s t u r e  worth mention i n  t h e  

context  of d e - c o l l e c t i v i s a t i o n ,  i s  t h e  t r e n d  observable  i n  c e r t a i n  

z reas  towards t h e  f ragmenta t ion  of f i e l d s  once aga in  i n  order  

t o  ensure  e q u i t a b l e  shar ing  of l and  of varying q u a l i t y .  I t  i s  

s t i l l  t o o  e a r l y  t o  judge t h e  e x t e n t  of t h i s  t r end ,  but  i t s  

p o t e n t i a l  i m p l i c a t i o n s  f o r  p roduc t i v i t y  could we l l  be negative. .  lp/ 

The dismant l ing  of t h e  commune systern a l s o  i m p l i e s  t h a t  investment 

f o r  l and  improveineat i~Iust how be  c a r r i e d  ou t  a t  t h e  household 

l eve l .  .To make t h i s  a t t r a c t i v e ,  t h e  l eng th  of c o n t r a c t  m ~ s t  be 

s u f f i c i e n t l y  long, so t h a t  i n  e f f e c t  t h e  household has  " s e c u r i t y  

of t e n u r e  . I 1 .  The genera l  2 r a c t i c e  seems t o  be  t o  c.nter i n t o  f i v e  

year  c o n t r a c t s ,  though t h r e e  y e a r  du ra t i on  c o n t r a c t s  a r e  a l s o  I.: 

known. V e r y  r ecen t l y ,  con t racks  f o r  15 y c a r s  o r  more have begun 

to  be  in t roduced.  A s  noted above, i n  many c a s e s  teams a r c  r e l i n -  

quishing ownership of means of product ion ,  and t h i s  h a s  opened t h e  

way f o r  p r i v a t e  ownership of c e r t a i n  means of product ion  l i k e  

l i ve s tock  and a g r i c u l t u r a l  equipmsnt, and p r i ~ ~ z t c  r e n t i n g  of such 

equipment through bank loans.  Perhaps t h e  most s i g n i f i c a n t  of 

a l l  changes f  ron t h e  i d e o l o g i c a l  viewpoint  i s  t h e  r eccn t  dec i s i on  

taken i n  1983 t o  permi t  t h e  h i r i n g  of labour.  up to  10 l aboure rs  

can now be  employed by owners of p r i v a t c  e n t e r p r i s e s .  General ly 

t h i s  i s  conf ined i n  t h e  r u r a l  a r ea s ,  t o  non crop e n t e r p r i s c s  l i k e  

poul t ry  f a r a s ,  though t h e  u s e  of seascnal  h i r e d  labour  i n  agr i -  

c u l t u r e  i s  a l s o ,  becomimg conunon. 



Thus w e  can see Srom th's b r i e f  overview of a g r a r i a n  refom4 

t h a t  t h e  na tu r e  of o rgan i s a t i on  of product ion  has  a l t e r e d  funda- 

mental ly.  Chinese a g r i c u l  t u r e  i s  now e s s e n t i a l l y  deco l lec t iv i s& 

Nei the r  accuinulation, nor  resource  a l l o c a t i o n ,  and no t  even the 

d i s t r i b u t i o n  of income now t a k e s  p l a c e  under c o l l e c t i v e  auspices, 

Apart  from t h e s e  o r g a n i s a t i o n a l  changes t h e  Chinese have introdm 

ced c e r t a i n  o t h e r  p o l i c y  changes. These have t o  do wi th  s tep @ 

i n c r e a s e  t h e  d i v e r s i f i c a - t i o n  of t h e  r u r a l  economy. The ehr l ier  

p o l i c y  of " t a k e  g r a i n  a s  the key l ink: :  h a s  been re laxed.  There 

i s  now a g r e a t e r  encouragement of cash  crops,  which seems t o  haw 

bene f i t ed  c e r t a i n  a r ea s ,  a s  w e l l  as of noncrop a c t i v i t i e s  such ad 

f o r e s t r y .  animal husbandry and cash  crop product ion.  Another 

a spec t  of t h i s  i nvo lves  s t e . , s  t o  r ev i t a l i ' z e  the r u r a l  non agrinih 

t u r a l  e n t e r g r i s e s .  These i nc lude  former commune and brigade 

owned e n t e r p r i s e s  a s  w e l l  a s  coope ra t i ve  and i n d i v i d u a l  enterpria 

I t  i s  claimed t h a t  v i l l a g e  and town e n t e r p r i s e s  a r e  expanding 

i n  r e c e n t  years .  F i n a l l y ,  t h e r e  seems t o  be  some expansion of 

p r i v a t e  t r a d e  i n  the r u r a l  sec to r .  "To unclog c i r c u l a t i o n ,  the 

S t a t e  h a s  adopted a series of measures which i nc lude  pu t t i ng  an 

end t o  S t a t e  monopoly of commerce, a l lowing t h e  coexistence 

of va r ious  p r i c e s ,  and encouraging bo th  c o l l e c t i v e  and private  

bus ine s s  t o  engage i n  commodity c i r c u l a t i o n  along with s t a t e  

1 I/ commerce" ..- 

I . a c t  of -R_e_f_o_~ms ,-on Outgut - ..- -.- 

By most accounts ,  -the ou tpu t  performance of a g r i c u l t u r e  

has  shown a marked improvement w i th in  a r e l a t i v e l y  s h o r t  period 

of t i m e ,  though it i s  s t i l l  t o o  e a r l y  t o  come t o  a  f i r m  assess- 

ment about t h e  robus tness  and long  t e r m  d u r a b i l i t y  of these  

improvements. According t o  o f f i c i a l  f i g u r e s ,  t h e  index numbor 



of va lue  OF gross  a g r i c u l t u r a l  output (wi th  1978 = 100, measured 

i n  constant  1980 p r i c e s )  rose  t o  133.4 i n  1982, which i s  a drama- 

t ic  r i s e  implying an average annual growth r a t e  of 7.5%. This 

includes, however, t h e  impact of t h e  s h i f t  i n  cropping p a t t e r n  

from low p r i ced  g ra ins  t o  h i s h  p r i ced  cash crops and s i d e  l i n e  

,were 
a c t i v i t i e s .  Within t h e  a g r i c u l t u r a l  sector ,  t he re  , ,some - notice- 

able s h i f t s .  I n  p a r t i c u l a r ,  t h e  r a t e  of growth of s i d e l i n e  a c t i -  

v i t i e s  has been about double t h a t  of ag r i cu l tu re  a s  a whole, and 

animal husbandry has  a l s o  grown q u i t e  rap id ly  a t  10.2% pe r  year. 

I-t i s  worth not ing t h a t  s i d e  l i n e  a c t i v i t i e s  include i n d u s t r i e s  

run by br igades  and teams, which have grown rap id ly  during t h i s  

period. There has  been a general weakening of t h e  proport ion of 

GVAO accounted f o r  by aqr icu. l ture  which has  dropped 5 percentage 

points  from 57.8% i n  1978 t o  62.7% i n  1932, It -should not, 

however, be forgot ten  t h a t  t h e  dec l ine  of the r e l a t i v e  share of 

"agr icu l ture"  i n  GVAO has  been a secu la r  foa tu re  of Chinese dwe- 

lopment. I t  decl ined from 83.1% t o  75.8% between 1952 t o  1965 

and t h e r e a f t e r  t o  67.8% i n  1978. Among a g r i c u l t u r a l  products, 

as m i g h t  be expected from t h e  preceding discussion,  rap id  

improvemsnt, i n  growth r a t e s  hzve been r eg i s t e red  i n  the  p e r  

cap i t a  a v a i l a b i l i t y  of i tems such a s  cotton,  edible  o i l ,  pork, 

beef and mutton. And, perhaps a b i t  s u r p r i s i n ~ ,  t h e r e  i s  t he  

apparent i nc rease  i n  the. p e r  ca&a a v a i l a b i l i t y  of g ra in  i t s e l f ,  

whi'ch i s  s a i d  t o  have r i s e n  annually a t  2.5% per year  between 

1978-82, a s  compared with t h e  near  stagnancy (0.2% p e r  year )  

obtaining during 1957-78.Lv Some p a r t  of t h i s  may however 

be accounted f o r  by g ra in  imports. 

I t  would appear from such evidence a s  i s  ava i l ab le  t h a t  t he  



r u r a l  economy has responded very dramatically t o  t h e  new package 

of p o l i c i e s  and i n s t i t u t i o n a l  chanqes. 

Reasons f o r  De-col lect ivisat ion Reforms and Prospects for 111 ..-------- * --.- -.-- - . - - . - .- . - - .- .. - . 
t h e i r  lonq t e r m  success -- .--.-.-- - - -- -- 

A nuqber of questions a r i s e  concerning these  reforms, most 

of which cannot be answered adequately on t h e  b a s i s  of evidence 

cur rent ly  avai lable .  A n  important one amon5 these  i s  why 

fundamental changes on t h i s  sca le  were deemed necessary. I t  i s  

obvious t h a t  t h e  main t h r u s t  of the  reform i s  on incent ives  

a t  t h e  household leve l .  A s  f a r  a s  p r i c e  incent ives  a r e  concern4 

it i s  en t i r e ly  conceivable t h a t  these  could have been introduced 

within tile p reex i s t en t  commune system. ~ h k  same may be said 

of t h e  d r i v e  f o r  r u r a l  d ive r s i f i ca t ion .  However, such a course 

was not pursued. It i s  i n t e r e s t i n g  t o  note  i n  t h i s  connection 

t h a t  the  idea  of t h e  household r e spons ib i l i ty  system was not 

a fundamentally new concept introduced i n  t h e  l a t e  1970's. It 

f igured i n  i n t e r n a l  discussion within China a s  an a l t e rna t ive  t o  
a o l l e c t i v i s a t i o n  2s ea r ly  as 19!j&jd bu t  found no p o l i t i c a l  isarkin- 
c o l l e c t i s a t i o n  was implemented.--' The f a c t  t h a t  t h e  i d e s  has 

ha? such a glorious resur rec t ion  a f t e r  twenty- years  indicates 

t h e  exis tence of deep rooted d i f f i c u l t i e s  within the  r u r a l  ECOnOlGj 

While some of the  claims made by t h e  present  leadership regardinq 

these problems I dy be discounted a s  being ideologica l ly  motivated 

it seems c l e a r  t h a t  t h e  governmewwas increasingly unable t o  

r e e i s t r i b u t e  income t o  d e f i c i t  areas,  and t h a t  q u i t e  a few regim 

wEre impoveri~bed.  There a r e  a number of explanations of what 

wect wrong i n  r u r a l  China during the  60 ' s  and 70 's .  These 

include various imbalances and di.spruportions, such a s  neglect 

of agr icu l ture ,  l i g h t  industry, housing, and a neglect  of l i v i n g  



standards.  There was an acknny.rledged i n a b i l i t y  t o  r a i s e  t h e  

l w e l  of technoloqy, and so on. But it i s  c l e a r  t h a t  Chinese 

pol icy makers have focussed on "ecpi::litarianism" and. "overcen t ra l i -  

sa t ion  of economic power" a s  t h e  key f a c t o r s  respons ib le  f o r  t h e  

14,l 
i n a b i l i t y  t o  achieve  'I economic r e s u l t s "  .--- whi l e  it i s  t r u e  

t h a t  t h e  dampening of m a t e r i a l  i n c e n t i v e s  under t h e  commune system 

may have had some degree  of a  demoral is ing  e f f e c t  on work, it i s  

l e g i t i m a t e  t o  ask  whether t h i s  was t h e  whole s t o r y  and indeed, 

whether t h e  dampening oE m a t e r i a l  i n c e n t i v e s  d i d  no t  i t s e l f  

r e f l e c t  s t r u c t u r a l  f a c t o r s  o~pe ra t i ng  a t  a deeper  l e v e l .  With t h e  

enormous boos t  given t o  a g r i c u l t u r a l  i n c e n t i v e s  through a  multi-  

tude of devices,  t h e  impress ive  growth recorded i n  Chinese 

a g r i c u l t u r e  i s  perhaps  no t  a l t o g e t h e r  su rp r i s i ng .  But whether 

such a  performance w i l l  be sus t a ined  i n t o  t h e  f u t u r e ,  o r  prove 

t o  be a  one-shot a f f a i r ,  depends on whether t hose  more funda- 

mental problems can be r e s o l v ~  :A. 

What miqht such fundainental f a c t o r s  be? I xould argue  t h a t  

the c r i t i c i a l  i s s u e  conf ron t ing  China ' s  r u r a l  s e c t o r  h a s  been, 

and con t inues  t o  be, t h e  problem of abso r2 t i on  of su rp lu s  labour. 

I t  i s  on t h i s  c r i - t i c a l  ques t ion  t h a t  t h e  long  .term success  of t he  

current  reform w i l l  u l t i m a t e l y  hinge. The commune system appeared 

to p rov ide  a  so lu t i on ,  p a r t l y  through a  g r e a t e r  decjree of labour 

absorbed i n  a g r i c u l t u r a l  a c t i v i t i e s  themselves,  p a r t l y  through 

the c a p i t a l  cons t ruc t i on  and water  conservancy p r o j e c t s  which 

were undertaken on a  massive sca le ,  and p a r t l y  throuch & growth 

of r u r a l  e n t e r p r i s e s .  The system of d i s t r i b u t i o n  through work- 

points  was a  convenient means of f i nanc ing  such a c t i v i t i e s .  A s  

pointed ou t  by Raj , t h e  mob i l i s a t i on  of r u r a l  labour  f o r  t h e  



cap i - t a l  cons t ruc t i on  and irr iga+Aon p r o j e c t s  c o n s t i t u t e d  t h e  

, ' But t h i s  phase of main r a t i o n a l e  f o r  t h e  commune system.--- 

labour  absorpt ion  through c a p i t a l  cons t ruc t i on  appears  t o  have 

ended by t h e  ea r ly  1970s, s i n c e  t hen  t h e  number of pe rsons  

absorbed h a s  been s t a b l e .  The scope f o r  f u r t h e r  i n c r e a s e  of 

labour  absorp t ion  i n  a g r i c u l t u r e  proper  i s  a l s o  d i s t i n c t l y  

l i m i t e d .  Indeed, t h e  p reve lance  of l abou r  i n t e n s i v e  cu l t iva t ion  

i n  China i s  a p r a c t i c e  of long s tanding which p r eda t e s  t h e  

16/ 1levo1ution.-- - Over t h e  pe r iod  up to  t h e  mid 70s, t h e  Chinese 

adopted va r ious  farm p r a c t i c e s  which . gcea t l y  enhanced labour 

absorp t ion  i n  a g r i c u l t u r e  even beyond a l r eady  h igh  l e v e l s .  

S u b s t a n t i a l  i n c r e a s e s  occurred  for  exarnple i n  l snd  preparat ion,  

p a r t i c u l a r l y  through t h e  u s &  of o rgan ic  f e r t i l i s e r s  (which 

i nc r ea sed  by 40% between 1957-71) and which r e c p i r e d  enormous 

l abour  i npu t .  I t  i s  es t imated  t h a t  perhaps.  more than one th i rd  

of t h e  i n c r e a s e  i n  l abou r  absorbed i n  a g r i c u l t u r e  between 1957 

and 1975, came from t h i s  source  a lcne .  Other  a g r i c u l t u r a l  

p r a c t i c e s  such a s  " c l o s e  p lan- t ing"  have been t r i e d .  I t  has 

been estimated t h a t  i n  t h e  advanced farming regions,  labour  re- 

quirements p e r  sown Ih-ectare have r i s e n  t o  "roughly f i v e  times 

t h e  p r e  war l e v e l  f o r  whea.t and maize, 2.3  t i m e s  f o r  co t ton  

and 1.5 t i m e s  f o r  rice" ..- 17/ $0 t h i s  should be  added t h e  contri-. 

bu t ion  due t o  i n c r e a s e  i n  t h e  index of m u l t i p l e  cropping, which 

r o s e  from 1.41 i n  1957 t o  somewhere between 1.50 and 1.60 i n  

1978. Indeed some a g r i c u l t u r a l  economists suggest  t h a t  multiplq 

cropping had been pushed t o o  f a r ,  perhaps  beyond t h e  p o i n t  of 

d iminishing r e t u r n s  (e-y.. ~ i e n s )  . There had a l s o  been growt; 

of i n t e r c ropp ing  a s  w e l l  a s  a  d i s t i n c t  s h i f t  i n  t h e  cropping 

p a t t e r n  i n  favour of l abou r  i n t e n s i v e  c rops  and a g r i c u l t u r a l  



a c t i v i t i e s ,  which grew f a s t e r  than g ra in  crops. 

I t  would appear t h a t  such i n t e n s i f i c a t i o n  of t h e  use  of 

labour ailowed r u r a l  ehina t o  absorb nearly 100 mi l l ion  new 

ent ran ts  t o  t h e  labour  fo rce  between 1957-75. However, t h i s  

occurred a t  t h e  c o s t  of labour product ivi ty .  Labour producti- 

v i ty ,  i n  gross va lue  (yuan per  man day) may have declined 

la/ Thus, t h e  sharply enhanced by a s  much a s  36% during 1957-75 .--- 
absorption of i n p u t s  - labour, a s  well  a s  cur ren t  ar.d c a p i t a l  

inputs  has  been accompanied by decreasing e f f ic iency .  This has  

been a t  t h e  co re  of t h e  f a i l u r e  t o  achieve economic r e su l t s .  

Thus, t h e  es t imate5 index of " t o t a l  f a c t o r  product ivi ty"  agpears 

t o  have been dec l in ing  i n  China from 107.0 i n  1952 t o  91.4 i n  

1965 and t o  between 64 and 7 4  i n  197519/ Therefore, t he  resolu- 

t i o n  of t h e  problem of absorption of surplus a g r i c u l t u r a l  labour 

within t h e  commune system was achieved a t  increasing cost .  I n  

t h i s  connection, t h e  e a r l i e r  e f f o r t s  a t  r a i s i n g  s fgn i f i can t ly  the  

l eve l  of a g r i c u l t u r a l  mechar,ization i n  o i ce r  t o  r e l e a s e  surplus 

labour f o r  c a p i t a l  cons t ruc t icn  p r o j e c t s  which occilrred during 

the  60 ' s  and e a r l y  7 0 ' s  must now i n  r e t rospec t  appear question- 

able. I t  would seem t h a t  such processes  might have been pushed 

too f a r  and too  f a s t .  Indeed, it would not be surpr i s ing  

t o  see a  degree of de-mechanization i n  t h e  coming years .  The 

tens ions  encountered during t h e  Cu l tu ra l  Revolution period have 

t h e i r  mater ia l  b a s i s  i n  these  f a c t o r s ,  and cannot be  seen siniply 

a s  mismanagement o r  ideo logica l  excesses, because ifnter commune 

and i n t r a  commune i n e q u a l i t i e s  a r e  po l8e ica l ly  more d i s rup t ive  

under such condi t ions  of dec l in ing  productivity' .  



The w e s t i o n  t h a t  now s r i s e s  i s  how t h e  Chinese economy 

w i l l  cope wi th  t h e  problems of l a b ~ u r  absorpt ion  i n  t h e  post  

reform per iod.  The po l i cy  makers a r e  obviously hoping tha t  

wi-thin t h e  new se-t  up, a  cons iderab le  expansion of Aon agricul- 

t u r a l  employment w i l l  occur.  It  i s  d i f 5 i c u l t  t o  judge how 

wide the scope Eor i nc r ea s ing  r u r a l  employment i n  non-agricul- 

tur.31 a c t i v i t i e s  i s  l i k e l y  t o  be. The new i n c e n t i v e s  t o  agri- 

c u l i x r e . a r e  in tended  t o  i n c r e a s e  a q r i c u l t u r a l  incomes considera? 

b ly  and thereby t o  c r e a t e  *a market f o r  nonag r i cu l t u r a l  c o r n m d i -  

t i e s  and t h i s  enab le  t h e  absorp t ion  of workers i n  town and 

v i l l a q e  e n t e r p r i s e s .  There i s  a l s o  the hope t h e  s i d e  l i n e  acti- 

v i t i e s  and p r i v a t e  t r a d e  and okher s e r v i c e s  w i l l  absorb more 

.,~Orkers. I t  i s  i n  t h i s  connect ion t h a t  t h e  s t a r t l i n g  statement, 

a l l uded  -to e a r l i e r ,  t h a t  a s  many as 100  m i l l i o n  peasan t s  have 

l e f t  the  land s i n c e  t h e  i n s t i t u t i o n  of t h e  household responsi- 

b i l i t y  syscem, assumes re levance .  The need f o r  c r e a t i n g  an 

expanding market f o r  non-aqr icul tuce  p roduc t s  i s  evidelntly so 

s t rong  under t h i s  s t r a t e ~ y  t h a t  p o l ~ c y  makers a r e  w i l l i n g  

t o  condone thcl reemerGence and deepening of r u r a l  i nequa l i t i e s  

and t o  j e t t i s o n  t h z  s o c i a l  s e c u r i t y  system. A t  t h e  moment, 

" o u t  of ne-t income of pea san t s  coming from product ion ,  13.7% 

come from indus t ry ,  t r anspor ta - t ioh ,  cormnerce and c a t e r i n g  

t r a d e ,  a  g ropo r t i on  which i s  es t imated  w i l l  i n c r e a s e  i n  t he  

2 0,' fu-ture" .--- 



The key question f o r  t h e  f u t u r e  i s  how such d ive r s i f i ca t ion  

w i l l  be accomplished on a  l a r g e  sca le  . A s  a matter of f a c t ,  the  

shares of China! s output value contriEuted by animal husbandq-, 

aide l i n e  a c t i v i t i e s  including v i l l a g e  fac torks  s t i l l  do not 

21' ~t would seem show any marked increase  between 1978 t o  1983.- 

t h a t  a  key ingredient  of the  long tern1 success of the  reforms 

would have t o  depend on t h e  a b i l i t y  t o  a t t a i n  sustained increases 

i n  t h e  growt'n of labour product ivi ty  i n  agr icu l tu re  without 

generating open unemployment o r  p o l i t i c a l l y  unacceptable l e v e l s  

of inequal i ty .  Sar r ing  l a rge  s c a l e  inflow of foreign savings -- 
an unl ikely prospect r e l a t i v e  t o  t h e  s c a l e  of requirements -- 
t h i s  i s  t h e  only way i n  which subs tan t ia l  s t r u c t u r a l  d i v e r s i f i -  

cation can be sustained i n  t h e .  long. run. A t  t h e  moment, judging 

by the  performance recorded i n  t h e  ag r i cu l tu ra l  sec tor  over 

1979-82 the  p i c t u r e  looks good. Labour product ivi ty  i s  estimated 

t o  have increased a t  an impressive average annual r a t e  of 

5.2%.% But t h e r e  a r e  reasons t o  be l ieve  t h a t  t h i s  r a t e  may 

come down somewhat i n  t h e  future .  The presont r a t e s  r e f l e c t  

the l a r g e  sca le  i n t e r n a l  readjustments and rea l loca t ion  of 

resources underway s ince the reforms, and w i l l  soon t ape r  of f .  

I n  p a r t ,  t he re  i s  t h e  l ikel ihood t h a t  t h e  present  r a t e s  exaggerate 

growth performance because of e a r l i e r  under-reporting of land 

and output. It i s  i n  any case d i f f i c d t  t o  s e e  ghat  might be 

the sources of growth of product ivi ty  i n  t h e  f u t u r e  on such 

a scale ,  un less  f u r t h e r  technological breakthroughs occur. 

O n  the  negative side,  t h e  recent  tendency towards a  creeping 

back u p ~ f  t h e  r a t e  of population growth t o  r a t e s  compar2ble t o  

those seen i n  t h e  ear ly  ' 7 0 ' s  (caused mainly by increasing rural. 



b i r t h  r a t  3 s )  may be noted. ::;le population ?.ge s t ruc tu re  i s  

a l s o  biased towards younger age groups, and t h i s  has serious 

implications f o r  t h e  future .  It has been suggested t h a t  the 

household respons ib i l i ty  system, together  with t h e  weakening 

of the  system of soc ia l  securi ty ,  may be respo l s ib le  f o r - t h i s  

change i n  f e r t i l i t y  behzwiour. Another f ea tu re  of long term 

signif icance i s  t h e  f a c t  t h a t  c o l l e c t i v e  accumulation appears 

t o  have d r a s t i c a l l y  declined, and i n  some areas  have been abo- 

l i shed  i n  farming a c t i v i t i e s .  P r i v z t e  savings seem; t o  have ba 

u t i l i s e d  t'o a  l a r g e  extent ,  f o r  housing and durable consumer 

goods. While t h i s  t o  some degreemay be seen a s  correcting 

previous imbalances, the  questicrn of h o w  f u t u r e  l a r g e  scale 

land improvements and c a p i t a l  construct ion w i l l  be financed 

remains t o  be s e t t l e d .  k f i n a l  observation, of some reiwance 

i n  so f a r  as  t h e  problem of labour absorption i s  l i k e l y  t o  be 

c r i t i c a l ,  has t o  do r.!ith th.- labour sbsorpt ive capacity of rura 

i n d u s t r i e s  themselves. From d a t a  ava i lab le  upto t h e  mid 701s, 

t h e  balance of t h e  evidence seems t o  ind ica te  t h a t  cap i t a l  

labour r a t i o s  i n  r u r a l  i n d u s t r i e s  a r e  not s ign i f i can t ly  lower, 

particuladyE.rbr kh : ?:-G succzssfpl pl;l:+s. Thus while lzbour 

p r d u c t i v i t y  r d z t i v e  t o  . s j r i h . l t u r c ' i s  high, t h e  cmployni:~t 

gcncr:tion capzci ty  oc r u r ~ l  : industriSl  c n t f q r i s c n  per unit 

~- 
bf &@f?s"inir-ste.l h lk '  not  bden h i s t o r i c & Y y ~ c r y  hi*; 



Conclusion -.- 

A l l  of these  f a c t o r s  suggest t h a t  dezp i t e  remarkable 

successes achieved or? t h e  output  f r o n t  and t h e  popular i ty  of 

the reforms with t h e  r u r a l  masses, t h e r e  i s  a  need f o r  caution 

about t h e  longer  term prospects  f o r  Chinese ag r i cu l tu re .  The 

fundanlental long t e r n  problem of absorption of labour fo rce  

has not y e t  been adequately resclved,  and t h e  f a i l u r e  of t h e  

commune system i n  sus ta in ing  i t s e l f  beyond two decades i s  

closely a l l i e d  t c  t h i s  contradic t ion,  which came back t o  haunt 

it i n  t h c  form of dec l in ing  labour product ivi ty .  The Chinese 

leadership has  how chosen t o  a t t a c k  t h e  problem of low labour 

productivitjj by d r a s t i c a l l y  a l t e r i n g  t h e  system of incent ives ,  

but  it remains t o  be seen how f a r  i nc reas s s  i n  labour productivity 

can Se combincd with a  high l e v e l  of labcur  absorption. 
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Table 4: . Est imates  . . . . - , -- . of - China ' s  . - .- -- . . Labour ,,. . . . - ,  - .. fo rce ,  .- - - - ~ . -  1957 . - . and - ., 1975 . .. 
(Pl i l l ion  of Persons)  

I I ~ , , ~ ~ ~ ~ ~ ~  A:' "Version B!' 
1957 1975 1957 1975 

. . .. - -.-. . . - - . . . . . .. . - . - - -  . - -  . - . ~. . . - . .. - - -  . 
Labour Force 

Urbar, Employed 30.4 87.5 30.4 87 -5 

Rilral Employed 241.2 325.4 243.4 341.5 

Ur.~an Unemgloyed 7 . u '2 1.0 7 - 8  1.0 

To-tal Lhboilr Force  279.4 413.9 281.6 430.1 

Agr i cu l t u r a l  Labour Force* 229.3 312.6 231.5 328.8 

Populat ion To ta l  623 998 633 934 

Popula t ion  Urban 92 17 5 9 2 17 5 

Popula t ion  Rural 536 7 23 541 7 59 

*Agr i cu l t u r a l  Labour Force  i s  def ined  a s  Tota l  Labour 
Force minus non-agr icq~l tu ra l  employment (Urban and 

~. . , : ~ -  ~ . '  r u r a l )  :..':. . . , . .. . men t . 



Gross va lue  of A g r i c u l t u r a l  
output  

53.7 

( b i l l i o n s  of 1957 yuan) 

Labour InRut ..--.. 

Mil l i ons  of Man p e a r s  231.5 328.8 

B i l l i o n s  of Man Days 36.9 89.4 67.9 

Yuan p e r  inan y e a r  

Yuan p e r  man Day 

Source: T.G. R a w s k i ,  Econoinic , .."- Growth --..---.-.- and ~ -...,-.-.. E.nplopent  -.... i n  --.- China -+ 

Chapter 4. 
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