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ABSTRACT

Rural economic reforms introduced in China in 1978 have

resulted in a rise in incomes for peasants, but the increase

has not been evenly distributed. While the Chinese

government contends that the present gap between rich and

poor is a temporary but necessary stage in the construction

of socialism, I investigated whether inequality was an

indication of the emergence of social stratification.

County level income data from Guangdong and Sichuan

provinces was used to assess the impact of rural reform on

income inequality. In addition, government surveys were

consulted to determine what factors contribute to high

incomes. The results were examined from the perspective of

political economy analysis.

The relationship between income and inequality is

complex. Social stratification results from increasing

inequality combined with the failure of poverty programs to

reach the rural poor and a system of distribution based on

efficiency and growth rather than need.
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PREFACE

When China began to experiment with rural reform in the

late 1970s, development specialists the world over began to

take notice. until then, China had appeared to offer an

alternative to growth-oriented development based on the

capitalist market. Under Mao, China had achieved relatively

equitable growth and resolved problems of extreme famine and

malnutrition without amassing large foreign debts. The

decision to replace the communes with a system of contracting

production to private individuals was a radical departure

from the past. Would a socialist system prove to be more

effective in resolving some of the problems associated with

development on the capitalist model? Specifically, could

China achieve economic growth without sacrificing socialist

equality? Could China avoid the all-too-familiar scenario of

other Third World nations in which high incomes for a few

individuals is accompanied by extreme poverty for many?

In 1990, a decade after most of rural China had adopted

the reforms, it seemed appropriate to take a close look at

the question of inequality and poverty in post-Mao China.

Political economy analysis, used by development specialists

to study other Third World countries, provides a
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comprehensive framework. During the course of this study I

began to see China not as a model of socialist

egalitarianism, but as a real country working to resolve real

problems.

I would like to thank the members of my dissertation

committee, Oliver Lee, chair, Harry Friedman, George Kent,

Alvin So and Stephen Uhalley for their comments and patience.

Professors Ye Xian-en and Chen Cunsheng of Zhongshan

University and Professors Wu Fa-gin and Wang Shijun of

Sichuan University were instrumental in helping me obtain

materials while in China and arranging visits to villages.

Finally, my husband Tom not only provided his technical

expertise on the computer but served as "Mr. Mom" during the

time I was in China and sustained me with his constant

support.
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CHAPTER 1: INTRODUCTION

The decade of the 1980s brought dramatic changes to the

chinese countryside. At the heart of these changes is the

Production Responsibility System (PRS) which replaces the

commune as the system of economic organization. Although

land remains collectively owned, production is now

contracted out to groups, households or individuals. Work

points and rations have been abolished and remunerations are

at least in theory more closely tied to labor, or actual

work performed. For some peasants the reforms have brought

new opportunities to increase their income through

specializing in cash crops or through employment in rural

industries. Others, however, have been left out of the

system. From their point of view the new policies have

brought dashed expectations and a loss of the minimal

guarantees of security such as health, education and

consumption, which were formerly provided by the commune.

The official policy to "let a few peasants get rich

first" legitimizes the emerging gap between rich and poor as

a temporary but necessary stage in the construction of

socialism. Those who initially benefited from the reforms

are to serve as a model for the others -- the Chinese

version of "trickle down theory". However, those who have

already gotten rich have powerful economic and political

resources at their disposal, resources which are critical to

further success under the PRS. Unless new programs



addressing the structural causes of poverty are introduced,

those who have not yet benefited will not catch up, but will

fall even further behind.

"Unfair" Income Gaps: The Chinese Position

According to figures compiled by the state statistical

Bureau (SSB), the gini coefficient of income differences

among farmers increased from 0.21 in 1978 to 0.26 in 1986.

This means that the gap between rich and poor widened during

the period. A gini index of 0.26 is considered "reasonable"

by United Nations standards. [1] In 1980 the average net

income per farmer ranged from 397 yuan in Shanghai to 142

yuan in Shaanxi Province, a ratio of 1:2.8. By 1987, net

income per farmer ranged from 1,170 yuan in Shanghai to 294

yuan in Yunnan, a ratio of 1:3.9. In some areas of

Guangdong Province average incomes were over 3,000 yuan

whereas in Qiaojia county, Yunnan (population 440,000) the

average income was only 130 yuan. [2] In comparison to other

Third World countries, the present income gap in China does

not appear to be serious. However, what is significant in

the Chinese case is not the absolute amount of the gap, but

the extent to which it reflects the emergence of social

strata. social stratification has important implications

for the ultimate goal of creating socialism.
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While acknowledging the existence of "unfair" income

gaps, the government's position is somewhat ambiguous.

Jiang Zemin, the current General Secretary of the Central

Committee of the Chinese Communist Party, believes that

income gaps are an inevitable part of development, a

temporary, but necessary stage in the creation of socialism.

Those who "get rich first" are to serve as models for

others. In interviews successful peasants often insist that

they use their profits to help others in their village.

What is "unfair" from Jiang's point of view is high income

earned as a result of speculation, price gouging and tax

evasion. [3]

According to the Chinese government, allowing a few

peasants to get rich first is necessary because under the

commune system, incentives were weak. An individual's

income depended on the team's net income which in turn was

distributed on the basis of work point earnings. Work point

earnings were not determined by how much an individual

actually produced, but on a worker's age, sex, physical

strength and special skills. This was "distribution

according to potential". The system lost its ability to

discriminate between slackers and hard workers and team

leaders typically complained that it was difficult to get

workers to show up on time, perform quality work j or stay

until quitting time. It was a system of "absolute

egalitarianism" with "everyone eating from the same big

3



pot." In contrast, under the present system, remunerations

are supposed to be tied more closely to labor or actual work

performed.

Furthermore, it is argued that the emerging income gap

does not imply polarization of classes because it is not

based on the ownership of the means of production. Although

they are privately managed, land as well as village and

township enterprises are still owned by the collective. This

is the fundamental distinction between socialism and

capitalism. Only when the forces of production (economic

base) are fully developed under communism can distribution

be according to need.

By defining the principal contradiction in China today

as between the relations of production (superstructure)

which are socialist and therefore advanced, and the forces

of production which are backward, the government implies

that there are no antagonistic class contradictions. All

Chinese have the same interest in raising the level of

production. Although pUblic ownership of land is a

necessary condition for the construction of socialist

agriculture, it does not in and of itself define the basis

for socialist relations of production. Marx maintained that

changing the organization of production creates and destroys

social classes which are defined by different relationships

to the means of production.

Replacing the commune with the PRS changes the
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organization of production in rural China and is leading to

the formation of new social strata. Distribution is not

based solely on labor as the government contends, but

depends on a variety of factors such as technical and

managerial skills as well as access to loans and special

contracts. However, because land and township industries are

not privately owned, there is some argument as to whether

these new social "strata" constitute "classes", as defined

by Marx. To avoid confusion, I will refer to these groups

as "strata" rather than classes. Classes are defined

strictly on the basis of the ownership of the means of

production, while strata are identified on the basis of

income. Nevertheless, the pattern of social stratification

which has emerged in Post-Mao China is similar to that which

has occurred in other developing capitalist countries.

Specifically, social stratification results from increasing

inequality combined with the failure of poverty programs to

reach the rural poor and a system of distribution based on

efficiency and growth rather than need. without serious

intervention on the part of the Chinese government, this

pattern of social stratification will lead China away from

socialism.

The emergence of new social strata has been recognized

by at least two Chinese economists. They argue that

"peasants have become a class entity (jieji zhengti),

members of collective economic organizations (and are)
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beginning to divide into a social strata (jieceng) with

differing interests, wishes and demands."[4] According to

Lu and Zhang, Chinese rural society consists of 8 strata:

1. peasants who still farm the land, 2. peasants who work

in rural industries, 3. private businessmen who hire labor,

4. intellectuals, 5. self-employed peasants, 6. private

industry managers, 7. rural industry managers, and 8.

cadres.

According to Lu and Zhang, "peasants who still farm the

land" include specialized households, relatively wealthy

agricultural laborers, peasants who have enough to eat (wen

bao) and poor households (pin kun). In 1988, Lu and Zhang

reported there were 195 xian or 60 million people whose

income fell below the official poverty level of 200 yuan per

year. Lu and Zhang cited two reasons for rural poverty.

First, in the southwest and the northern regions, it is due

to an adverse natural environment. Secondly, a few peasants

in the middle and eastern regions are poor because they lack

labor power, technical skills, or capital. According to

their investigation, the income gap between self-employed

businessmen and private enterprise managers and other

peasants is enlarging. Private enterprise managers accounted

for only 0.1 percent of the households surveyed, yet their

average annual income was 35,000 yuan. Among those earning

high incomes were some which "received income from

exploiting surplus laborll.[5] Despite their insightful
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analysis of the emergence of social strata, Lu and Zhang

conclude that present contradictions are an inevitable part

of the development process. They say nothing of the

implications for the ultimate goal of creating socialism nor

do they speculate as to how these contradictions will be

resolved.

One problem with the work of Lu and Zhang is that they

place specialized households in the same category as poor

households because both still earn income through farming.

However, the opportunities to earn high incomes are much

greater for the specialized households. In 1983 they earned

82 percent more than the average peasant household.

Furthermore, many of them hire labor, which Lu and Zhang

recognize as "potentially exploitative". Specialized

households are vastly different from poor households and

ought to be considered separately.

Wang Xiaoqiang and Bai Nanfeng, once economists with

the Economic Structural Institute of China and advisors to

former party secretary Zhao Ziyang, acknowledge that the

income gap between regions has become more acute since the

implementation of the PRS, creating a division between the

commodity economies of the wealthy coastal provinces and the

subsistence economies of the interior provinces. Unlike Lu

and Zhang who view the gap as temporary, Wang and Bai assert

that poor areas will continue to get poorer, as the rich

regions forge further ahead. Wang and Bai attribute poverty
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to the "poor quality of human resources in backward areas"

which inhibits the development of the commodity economy.

Based on fieldwork in Tibet and Guizhou in 1984, Wang and

Bai conclude that the lack of a desire to create a commodity

economy on the part of local residents leads to increasing

dependence in which poor areas rely on government subsidies

to purchase grain and other goods produced in rich areas.

Rich areas in turn are taxed so that the government can

raise money for subsidies to poor areas. Wang and Bai

propose building new towns in poor areas to attract funds,

technology and skills from developed areas of China.

Acknowledging that transportation is a problem for interior

regions such as Tibet, Wang and Bai advocate development of

the tourist industry in that area. [6]

Wang and Bails work is insightful in recognizing that

the gap between rich and poor areas is not temporary, but

will grow even larger without some intervention on the part

of the government. However, in attributing poverty to the

"poor quality of human resources", Wang and Bai confuse

cultural issues with those that are primarily of an economic

nature. This may be due to the fact that most of their

examples and direct observations come from Tibet. In my

view, what is significant is the simultaneous

existence of the subsistence and commodity economies;

religious and cultural factors are secondary. Skilled

educated people from the poor minority areas recognize that
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the Han Chinese coastal areas are developing at a much

faster rate. While they may choose to articulate their

frustrations in nationalistic terms, the causes of poverty

are primarily economic rather than cultural.

Jiang zemin asserts that because of differences in

ability and contribution to work, it is only fair that some

people should prosper first. Furthermore, because

differences in ability are limited, distribution according

to work will not result in polarization. However, he

recognizes that the opportunity to earn income other than

from one's own work is unequal, and thus the gap between

this type of income and that based on one's own labor can

easily widen. Arguing that an excessively wide income gap

undermines support for the reforms, Jiang advocates

government policies such as taxation, price policy and

regulation to limit the gap. In his view, unfair income

gaps are not necessarily a direct result of the Party's

policies, but the result of a small number of individuals

who violate the law and take advantage of loopholes. [7]

Thus the official Chinese government position is that

those who have gotten rich first have done so through hard

work. Only the few who have violated the law are of concern

to the government. Income gaps are viewed as an inevitable

part of the process of development. In China, it is

asserted, those who have not yet gotten rich are either

lazy, live in remote mountain areas where the forces of
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production are not yet developed or they lack labor power

and technical skills. By emphasizing regional income gaps,

the official position defines poverty as an economic or

technical problem, not political or class-based. The

solution lies in programs to grant loans and technical aid

to poor areas, while taxing the income of the rich. Yet

these programs have not been successful in reducing the

income gap which has been growing each year.

with the exception of the above-mentioned articles by

Lu and Zhang and Wang and Bai, there is no recognition that

the agricultural reforms are contributing to the formation

of new social strata with contradictory interests. While

acknowledging that peasants in general have been the

beneficiaries of the agricultural reforms, I believe that

excessive income gaps are a result of structural imbalances

resulting from the PRS itself, and from changes in the

relations of production and market distribution.

Income Gaps: The Political Economy View

The Chinese government position is that income gaps are

a temporary but necessary stage in creating the economic

base for socialism. "Unfair" or overly wide income gaps can

be regulated through progressive income taxes and loans and

technical aid to the poor. In fact, according to official

government figures, the index of inequality is less serious
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in China than in other nations. If however, income gaps are

viewed as a reflection of the emergence of new social strata

with contradictory interests, the problem becomes more

serious and not one that will pass away with time.

victor Lippit believes that economic development is a

class specific process and occurs in such as way as to

reflect the interests of the dominant class. Under

capitalism, the capitalist class is dominant. Under

socialism the working class is dominant. In "statist" social

formations, it is the interest of the bureaucratic class

which is dominant. Lippit contends that nominally, the

cadre-bureaucrats serve as representatives of the working

class, but in practice they naturally tend to develop

interests of their own. Just as capitalists appropriate

surplus by virtue of their position in the circulation

process, so too, the bureaucracy can appropriate surplus

through high salaries or expense accounts, establishing new

state enterprises or accepting bribes. In addition to access

to the power and resources of the state, the bureaucrat

retains control over technical expertise. Elements in the

formation of a cadre-bureaucratic stratum as a distinct

class are: 1. appropriation of surplus for its own use, 2.

loss of control by the working class over its own activities

and 3. the development of institutional mechanisms that

maintain the class status of its dependents. with respect to

inequality, Lippit asserts that statist systems have less
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inequality than capitalist systems, but more inequality than

socialist systems. In his view, social formation in China

conforms to the "statist" rather than "socialist" model.

Lippit argues that the present economic reforms are a

response to two contradictions of the Maoist years. First

was the failure of real wages to rise. Economic growth was

sustained by increasing the investment share of national

income at the expense of consumption, resulting in what has

been termed "equality of poverty". Second was the

perpetuation and intensification of a bureaucratic

administrative hierarchy which controlled the lives of the

people and contradicted one of the fundamental premises of

socialism.[8J

Although separation of economic and political authority

and professionalization of management have made the party

less intrusive, they have not fully resolved the

contradictions of the Maoist era. In many cases, it is the

rural party cadres who are benefiting most from the PRS.

Furthermore, economic reform has given rise to new

contradictions, among which is the increasing inequality.

Lippit suggests that those who were initially successful can

use their capital and experience to continue to outperform

the rest of the population. In addition, China lacks the

institutional structure to limit the growth of

inequality. [9]
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Jean ai, whose studies focus on the relationship

between peasants and Party leaders at the village level,

argues that the Chinese revolution did not eliminate the

struggle over the harvest that is central to peasant

politics. In fact, after eliminating the landlords and

collectivizing agriculture, the state stepped directly into

the struggle with peasants over the harvest through

procurement quotas. However, this penetration occurred

through the development of personalized networks exercised

in a clien~ist fashion, which allowed peasants some

maneuverability through personal networks and evasion. [10]

By focusing her level of analysis on the team, oi has

made a major contribution to our understanding of the

relationship between the state and society. Lippit in

contrast is concerned primarily with those who have gained

control over the state and emphasizes the authoritarian

nature of the state in both statist and capitalist systems.

ai's work demonstrates that in practice, peasants developed

personal networks through which they could resist the state.

In the case of China it is very important to distinguish

between commune cadres who received salaries from the state

and brigade and team cadres who were from the village and

received income from the collective. These lower level

cadres tended to be more sympathetic to the needs of the

village and to a certain extent, used their power to protect

the village from intrusions by the state. Although the lower

13



level cadres do not always represent the interests of

peasants in their village, Lippit's description of a

single-minded bureaucratic class is an over-simplification.

The post-Mao reforms have changed the nature of cadre

peasant relationships but have not resulted in a dissolution

of the power of the local cadres. Control over licenses and

key inputs such as fertilizer and loans has replaced direct

control exercised under the collective system. These

resources lead to much greater disparities in wealth than

the mere assignment of jobs or the more fertile private

plot. Some team leaders have been replaced, but new patrons

have emerged. oi recognizes that under the present system,

the strong and rich have more options while the weak and

poor have fewer protections against cadre discrimination.

It is now easier to fall even further behind all others in

the village. [11]

Vivienne Shue also believes that a criss-crossed

network of horizontal and vertical linkages during the

Maoist era actually buffered local communities from state

penetration. The emphasis on local self-reliance reinforced

segmentation of the periphery in the economic sphere.

Finally, village values and ideals continued to coexist

alongside central socialist values. The result was that by

the mid-1970s local officials had acquired such considerable

leverage that top leaders were unable to get any policy

implemented as it was intended to be implemented.
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Ironically according to Shue, the post-Mao economic reforms

may actually bring more state control over local areas by

breaking down insular villages through integration into the

market system. In her view, this will not necessarily lead

to democracy. [12]

Like Lippit, Michel Chossudovsky contends that the

present reforms must be viewed as part of a single

historical process. According to him, the People's Communes

failed to eliminate the rich peasants as a class.

concentration of landholdings, farm machinery and credit in

the hands of the specialized households is contributing to

the re-emergence of rich peasants. Income disparities are

less pronounced within poorer agricultural regions.

According to Chossudovsky, within the rich agricultural

regions, income disparities between rich and poor peasants

is on the average one to seven, while the absolute gap

between the rich peasant entrepreneur in the commercial

farming areas and the poor peasants in the less affluent

regions is on the order of one to a hundred. [13]

The transformation of agriculture is a complex process.

Peasants marginalized off the land as a result of

concentration of land in the hands of the specialized

households are either absorbed by rural industry or hired as

day laborers by the specialized households. In one year

alone, 30 percent of the peasants were transferred out of

agriculture. Of these, half or 50 million were unable to
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find a job.[14] The problem was compounded in January 1990

when, in an effort to resolve the problem of inflation, many

inefficient rural factories were forced to close.

Furthermore, because shares in rural industries have been

sold to private investors, it is possible to foresee a

process of social differentiation between a class of owners,

who earn income without working, and a class of operators.

The potential for exploitation cannot be ignored. New forms

of polarization are emerging between factory managers and

workers. In one case the income of the factory manager was

51 times that of the average worker in the factory and in

another it was 37 times higher. [15] One grocery manager

said that although her income for two years was 44,000 yuan,

she kept only 7,000 yuan for herself and distributed the

rest through worker bonuses and contributions to a insurance

fund for the enterprise. [16]

William Hinton recognizes the contradictions which the

PRS presents for agricultural modernization. Initially,

each man, woman and child was allocated a per capita share

of commune land, a small-subsistence plot on which a peasant

could survive during periods of good weather. On the

average each household received 1.2 acres. Remaining land

was available for contracting to commercial farmers. The

result was the division of the Chinese countryside into

"noodle strips" so small that "not even the right wheel of a

cart could travel down one man's land without the left wheel
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pressing down on the land of another."[17] Although these

small plots are neglected or left idle when more lucrative

economic opportunities are available, peasants are reluctant

to part with this land because it offers social insurance

against unemployment, enterprise failure or other personal

disaster. Given the massive unemployment caused by the

recent closure of rural enterprises, the position of the

Chinese peasant is rational despite its implications for

agricultural productivity and mechanization.

Viewed from the perspective of political economy,

"unfair income gaps" are not a temporary, inevitable part of

the modernization process which will disappear with the

development of the economy. What is significant is not the

gap itself but the extent to which it reflects the emergence

of social strata. The fact that some peasants have not yet

gotten rich after a decade of reform is not merely an

"operational-technical" problem, but one which reflects

social structures enhanced by the reforms themselves.

Methodology

Income inequality is not merely a temporary problem

resulting from lack of technology. Rather it is a function

of "betting on the strong" and assuming that by raising the

level of production, the problems of poverty and income

inequality will be automatically resolved. The failure of
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present policies to acknowledge the structural implications

of the rural reforms has resulted in the persistence of

rural poverty despite the extension of loans and technical

aid programs. Maximizing production will not ensure that

those left behind will catch up. As the gap between rich

and poor widens, ownership of the means of production will

be more significant than labor in determining distribution.

Thus under present policies, with the development of the

forces of production, China will move further away from

socialism.

This dissertation will use county-level per capita

rural income data from Guangdong and Sichuan provinces to

assess the impact of rural reform on inequality in post-Mao

China. within each prefecture, inequality is measured as

the ratio between the county having the highest average per

capita income and the lowest. Sichuan and Guangdong

provinces provide a useful comparison. As a result of

financial ties to international markets, peasant incomes in

Guangdong are higher than elsewhere in China. However,

statistical data indicate that there is more income

inequality within Guangdong prefectures and more social

stratification as a result. A middle-income province,

Sichuan was one of the first to begin implementing the

Production Responsibility System (PRS). Because it is

located inland, there are fewer opportunities to earn income

through ties to international markets. Extremely high
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population density means that peasants farm very small plots

of land with inputs into production limited to labor. There

are fewer opportunities to earn high incomes through rural

industry, but less overall income inequality than Guangdong.

comparing the effects of the PRS on social stratification in

sichuan and Guangdong, it seems that polarization increases

as the forces of production are developed, particularly as

more peasants are integrated into the market system.

comparison of income across counties does not account

for inequality within villages. This is significant because

help-the-poor programs target poor villages, not

individuals. However, county-level statistics are readily

available and give a broader sense of overall trends. In

addition, because counties within a given prefecture tend to

have similar factors of production such as natural

resources, soil conditions, and rainfall, any gaps which do

occur can be attributed to unequal access to technology,

high income producing capital, and markets. The data

indicate that there is less income inequality within

counties in sichuan than in Guangdong, which is consistent

with the overall findings of this dissertation.

Where possible, I have included data comparing incomes

across regions or between villages in the same county. In

the case of Guangdong, I have included Yuen-fong Woon's

study of the relationship between overseas Chinese and other

families in Chikan Zhen village. Although this case is
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unique to Guangdong, I believe it is significant because

unequal access to overseas funds is potentially a source of

inequality in a system which rewards those who have money to

invest. In all cases regardless of the level of analysis,

there is a pattern of increase in inequality with the

increase in the level of integration into the commodity

economy. This is significant because rural poverty programs

focus largely on raising incomes through development of the

commodity economy in poor areas.

In the spring of 1989, a team of social scientists from

China and the United states carried out an independent

survey of household income in China, the China Household

Income Project (CHIP). The CHIP survey is a comprehensive

statistical analysis of rural poverty and household income

distribution. Although the study was not available at the

time this dissertation was written, preliminary findings of

the group support my main arguments. The CHIP group found

rural inequality within individual provinces to be varied

and "substantial on the average", but the gini ratio was

unrelated to the average income levels. A high gini ratio

(signifying greater inequality) was characteristic of both

rural and backward Heilongjiang, Inner Mongolia and Shanxi,

on the one hand and prosperous, coastal Jiangsu on the

other. [18] However, their explanation for intraprovincial

inequality is that in poor provinces a higher proportion of

income is derived from family production whereas in rich
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provinces a relatively higher proportion comes from wages in

nonfamily enterprises. This is consistent with my findings.

According to the CHIP data, Sichuan ranks 16th in per capita

rural income (689 yuan), but has one of the lowest gini

ratios (.265). Guangdong in contrast, is fifth in per

capita rural income (1,270 yuan) and has the eighth highest

gini index (.306). Thus, at least in the two provinces

studied in this dissertation, there is a relationship

between average income and intraprovincial rural inequality.

This study draws on pUblished materials and a visit to

China I made during the spring of 1990. The materials were

taken from Chinese agricultural journals as well as

statistical yearbooks. In the case of Sichuan, I had access

to a government study of three poor villages in Fengjie

county, located in the mountains of eastern Sichuan. During

the four months I spent in China, I made informal visits to

villages in Guangdong and Sichuan. In Sichuan, formal

visits to wenjiang and Xindu were arranged for me. In

Xindu, I discussed my findings with Wang Jinsheng, the

County Director for Agricultural Affairs. Where possible, I

have attempted to compare my findings and impressions with

the work of other scholars such as Ezra Vogel and Stephen

Endicott.

The theoretical framework for this dissertation is

political economy analysis. I believe that this type of

analysis provides a more complete understanding of the
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problem of income inequality than other explanations which

tend to attribute inequality to differences in technology

and resources. A political economy analysis generally begins

by placing the policy in historical perspective, not to

chronicle events, but to understand the changing nature of

power. In the case of China this is particularly important

because we need to know how the revolution and subsequent

land reform affected landlords, rich middle and poor

peasants, as well as the development of the rural party

system. In addition, political economy analysis recognizes

that there is a complex relationship between economic

growth, inequality and poverty. Rather than seek to

establish a direct relationship between growth and equality

or inequality and poverty, a political economy analysis

views development as a dynamic process, involving many

inter-related factors. Of particular importance are those

which determine the distribution of power in any given

society at a particular point in time. The underlying

motivating questions are: What are the political and social

factors influencing economic growth? How do these factors

contribute to determining who benefits? And finally, how is

policy affected by social and political factcrs and vice

versa?

Rather than attempting to establish a direct

relationship between high income and inequality or between

the PRS and inequality, I will explore the dynamic
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relationship between inequality, rural poverty and a market

system of integration in which benefits are distributed on

the basis of growth and efficiency rather than need. It is

this relationship which produces social stratification

impeding the construction of socialism.

Peasants in china are earning higher incomes and

therefore are better off in an absolute sense, at least as

far as incomes are concerned. However, the fact that the

poorest peasants are worse off in a relative sense is very

significant because they lack the technology, capital and

resources necessary to compete and catch up. Furthermore

there is little evidence that effective measures have been

taken to address the problem.

Income data will be used to examine rural inequality

under the post-Mao reforms. Based on my understanding of

political economy analysis, I expect to find that income

gaps are increasing both between regions and within

counties. In addition, Guangdong, with its ties to

international trade and capital and its highly developed

market economy, should have more income inequality than

Sichuan. similarly there ought to be less inequality within

poorer counties than rich counties in both Guangdong and

Sichuan.

In addition, I will discuss what has been done to

address the problem of rural poverty and to assist those

individuals and areas which have not yet gotten rich. This
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is significant because presently the dimensions of rural

poverty are still small. The CHIP study suggests that an

average tax rate of only 1.6 percent on rural non-poor and

2.4 percent on the urban ri.ch would be sufficient to

eliminate rural poverty as they have defined it.[19] Thus

presently, it may be possible to resolve the problem of

rural poverty in China without burdening the rest of

society. However in addition to eliminating rural poverty,

the Chinese government ought to address the problem of

ensuring that poor areas and poor peasants are able to

compete effectively with the individuals and areas which

have already gotten rich.

Finally, I will also attempt to assess what types of

people are most likely to succeed. Is it those who work the

hardest, as the Chinese government contends? How do village

leaders influence who is able to get ahead? How does the

market system tend to reward those who are already rich,

making it more difficult for poor areas and individuals to

catch up? Answers to these questions are not easily

quantifiable, but I believe they are important to

substantiate that income gaps are not a temporary

consequence of development but an indication of social

stratification. Answers to these types of questions will be

based partially on an analysis of Chinese government surveys

conducted among sample peasant families both locally and

nationally.

24



Chapters

This dissertation is divided into seven chapters. The

first chapter has discussed the problem of income gaps from

the political economy perspective. Chapter Two will discuss

the relationship between economic growth, poverty and

inequality. The experiences of other developing nations

will be compared with China's experience during the first

decade of reform. Chapter Three will discuss rural poverty

in China since the implementation of rural reform. Chapter

Four will place the present reforms in a historical

perspective. The latter part of the chapter will discuss the

PRS from the points of view of the Chinese government and

the peasants. Chapters Five and six will discuss the impact

of the PRS in Guangdong and Sichuan provinces. Chapter

Seven will offer the conclusion.

The present income gap is a reflection of the emergence

of social stratification in China. It has been suggested

that the dimensions of inequality and rural poverty are

small enough that they can be addressed without burdening

the economic reform program. However, if the contradictions

resulting from the process of social stratification are not

acknowledged and addressed, the benefits of economic growth

will continue to flow disproportionately to those who are

already rich, creating a situation in which the dimensions

of inequality and poverty increase. Distribution will be
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based less on labor than on the possession of capital and

technical skills. In this way socialism will become an

elusive dream.
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CHAPTER 2: POLITICS OF INEQUALITY

In October 1992, following the breakup of the Soviet

Union and amid cries among western economists that socialism

was dead, Jiang Zemin, General Secretary of the Central

Committee of the Chinese communist Party, stated

definitively that China was committed to building a

prosperous modern country to fully demonstrate the

superiority of socialism. Maintaining that poverty is not

socialism, Jiang told the 14th Party Congress that it was

impossible for everyone to get rich simultaneously. He

defended the practice of letting some areas and individuals

get rich first until common prosperity is eventually

achieved, some time during the next century. In passing,

Jiang mentioned that the state should support poor areas and

urged economically advanced areas to help them as well, but

he did not give any proposals as to how this would be

achieved. (1)

While China has not officially abandoned the goal of

creating a socialist society, present income gaps are viewed

as a temporary situation to be resolved with the development

of the forces of production. However, given the experiences

of other developing nations as well as the literature on the

relationships between poverty, economic growth and

inequality, the present Chinese position on income gaps

rests on questionable assumptions.



Economic Growth, Inequality and Poverty

The Chinese position that present inequality of income

is temporary and will be resolved as the economy develops

receives some support from the studies of Simon Kuznets, who

found that in capitalist countries, income inequality

worsens as the countries begin to experience economic growth

but becomes more equal again when they reach a higher stage

of development. Known as the inverted "U" hypothesis, this

phenomenon is attributed to the relatively slow rate at

which the modern sector initially absorbs labor from the

traditional subsistence sector. After most of the

subsistence sector is absorbed into wage employment, income

distribution becomes more equal again. [2] In the Kuznets

model, "level of development" is measured by per capita GNP

and "income inequality" by the income share of different

percentile groups (top 20 percent, middle 40 percent, lowest

60 percent and lowest 20 percent). Unless otherwise noted,

all of the authors cited in this section use Kuznet1s

definitions of level of development and inequality.

If Kuznets is optimistic that economic growth will

ultimately result in equality, Irma Adelman and Cynthia

Morris are not. Based on a cross-sectional study of 43

capitalist countries in 1960, they concluded that the

absolute position of the poor tends to deteriorate with

development. They argue that "the frightening implication of
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the present work is that hundreds of millions of poor people

throughout the world have been hurt rather than helped by

economic development."[3] The reasons are complex, but

related primarily to the impinging of the market on the

subsistence economy which leads to higher prices relative to

wages and increased dependency on the market to supply the

basic necessities previously produced at home. Regional

inequality increases with the accumulation of assets in the

hands of a relatively small number of owners (usually

expatriate) in the urban centers. [4]

SUbsequent studies by Ahluwalia and Gary Field during

the 1970s failed to establish a conclusive relationship

between economic growth and absolute poverty. Ahluwalia

analyzed data from 60 countries in 1975 (including 6 Eastern

European socialist countries) and rejected the hypothesis of

a prolonged decline in absolute incomes for the poor as

development proceeds. He also concluded that faster growth

rates do not necessarily lead to greater inequality. For

example, in Brazil high growth was accompanied by a

worsening of relative inequality, while in Taiwan

substantial growth took place with an actual reduction in

income inequality. According to Ahluwalia, relative

inequality increases substantially in the early stages of

development, with a reversal of the trend during the later

stages. He attributes the reversal during later stages to

shifts in the structure of production, expansion in the
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educational attainment and skill level of the labor force,

and reduction in the rate of population growth. [5]

Fields' study of 70 countries is notable in its attempt

to identify and compare growth spells, rather than focusing

entirely on cross-country analysis, which carries an

implicit assumption that there is a single historical

pattern to development. However Fields' work also failed to

establish a clear link between economic growth and

inequality, finding that inequality increases as often as it

decreases. It is interesting to note that both Taiwan and

Hong Kong which showed an overall decrease in the gini

coefficient, actually had increases in inequality during the

most recently reported growth phases; 1980-1985 in Taiwan

and 1976-1981 for Hong Kong. [6] Thus from this evidence it

appears that these two countries, which showed decreasing

inequality during early growth phases, may actually be

experiencing higher levels of inequality at higher levels of

development, contrary to what would be predicted by the

Kuznets' curve. In fact Fields' overall study found that

there is no tendency for inequality to increase more at

earlier stages of development than in the later stages.

Fields also did not find a statistically significant

relationship between the rate of economic growth and

inequality. He did however find that poverty is nearly

always reduced by economic growth and more apt to decrease

the more rapid the economic growth. [7] By this Fields means
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that the real per capita income of poorest 20% increased.

However, because the rate of increase in the real per capita

income of the poorest 20% is often slower than that of the

richest 20%, the absolute position of the poor deteriorates.

For economic growth alone to contribute to a reduction in

inequality, the income of the poorest percentile must

increase at a faster rate than that of the richest

percentile. In cases of a wide income gaps between rich and

poor, the income of the poor would have to increase at a

significantly faster rate.

An increase in gap between rich and poor has serious

consequences for the poor if they have unequal access to

those factors which tend to equalize income over time, such

as education, technical skills and the higher income jobs of

the modern sector. without government intervention to

ensure equitable distribution of these factors of

production, the gap between rich and poor will increase over

time, not decrease.

In his study of household income, Sundrum found a broad

tendency for income distribution to be more unequal in the

middle-income developing countries than in the low-income

developing countries. However the pattern did not hold for

all lower or middle developing countries, so again, the

statistical relationship between income and inequality was

weak. Sundrum attributes inequality to the structure of the

economy rather than the level of development per see In the
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poorest countries, inequality is low because most households

are engaged exclusively in agriculture. As countries begin

to industrialize, those who are able to work in factories or

sell agricnltural goods in the market earn higher incomes

than peasants who remain in subsistence agriculture,

producing for their own consumption. Inequality results

from the distribution of labor among sectors (subsistence

agriculture, commercial agriculture, and industry) with

different income levels. At the highest levels of per capita

GNP, labor is concentrated in nonagricultural sectors,

labor productivity is more uniform and hence, inequality is

lower. [8]

According to Sundrum, structural difference is only

part of the explanation for the differences in income

inequality. other factors include the pressure of

population on the land, distribution of land, as well as the

concentration of natural resources, capital, technology and

education. Sundrum argues that in middle income developing

countries there is a tendency towards concentration of land!

natural resources, technology and education which results

in higher levels of inequality. In addition, the process of

commercialization erodes traditional practices and social

norms which often prevent extreme destitution by spreading

employment opportunities more widely and by putting lower

limits to the wages of labor. [9] In other words,

subsistence economies have safeguards which tend to reduce
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inequality. with integration into the market, these

safeguards are destroyed, contributing to a widening of the

gap between rich and poor.

Finally, Sundrum argues that the statistical

relationship between economic growth (level of per capita

GNP) and inequality (income shares of the top 20% and the

bottom 20%) within developed nations is also not very

strong. He asserts that these countries experienced a more

significant decline in income inequality during the first

half of the 20th century when they were undergoing changes

in their basic economic institutions. since the middle of

the century the decline in income inequality has slowed

because there has been little change in the level of

development of these countries. Among the reasons for the

lower levels of inequality in developed countries are 1.

the larger share of labor force in industry and service

sectors, 2. the more even distribution of capital which has

increased in importance relative to scarce land and 3. the

organization of labor into effective trade unions. [10]

The relationship between the level of income (per

capita GNP) and inequality (income shares of different

percentile groups) is complex. statistical studies of the

past ten years do not show a clear relationship between

economic growth and inequality and most show that absolute

poverty tends to decrease with economic growth. However, in

cases of high inflation, the real incomes of the poor may
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actually decrease, even though absolute poverty declines in

nominal terms. In addition, there is strong evidence that

relative inequality or the gap in income between rich and

poor increases, at least at initial levels of development.

This is due primarily to an uneven distribution of scarce

factors of production including, but not limited to land.

In fact at higher levels of development, land becomes less

significant than technology, capital and education in

contributing to levels of inequality. Furthermore, the

statistical studies failed to conclusively demonstrate that

the highest levels of growth consistently exhibit lower

levels of inequality.

The relationship between inequality and income is due

to the structure of production -- the distribution of

capital, technology and education rather than the level

of development per see In economies where the distributions

of these factors of production are uneven, there will be

higher levels of inequality. In a market economy

distribution is on the basis of economic growth and

efficiency rather than need. Because of this, the normal

operation of the market is biased towards concentration of

technology and capital and the natural tendency is for

inequality to increase with economic growth.

However, through the active intervention of governments

using taxes, loans and social welfare programs, this process

can be reversed. By focusing on the statistical relationship
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between growth and inequality, the empirical studies ignore

the role of government intervention in the redistribution of

incomes. In light of these studies and the experience of

other developing countries, the Chinese government's

contention that present inequality is temporary and will be

naturally resolved with the development of the forces of

production may be overly optimistic, since the data relating

economic growth to inequality is inconsistent. In addition,

to assert that the system is "socialist" merely because land

is pUblicly owned, when the distribution of capital,

technology and education is skewed, is questionable.

Types of Economic and Political Systems

with the exception of the study by Ahluwalia, the

statistical studies described above are confined to

capitalist market economies. The six Eastern European

countries in Ahluwalia's study displayed "markedly greater

equality". [11] In socialist countries private ownership of

land and capital are not factors, therefore the finding that

the socialist countries had lower levels of inequality is

not surprising.

David Lane, who studied the distribution of income

between various occupational groups in the Soviet Union,

found that differentials narrowed between 1950 and 1966. In

1966 the average income for manual workers was 104 roubles
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per month, 150 roubles for engineering and technical workers

and 88 roubles for non-manual workers. According to Lane,

the ratio of the official minimum wage in 1966 (60 roubles

per month) to the average money wage in 1968 (112 roubles

per month) was relatively low when compared to Western

countries. Finally, Lane observes that the range in incomes

was much lower than in the soviet union and in the United

states. [12] Krystyna Janicka found that despite perceptions

that income differences between manual and non-manual

workers in Poland was contributing to conflict, the

disparities in the average wages of occupational groups was

actually smaller in 1980 than in 1976. In 1967 the wages of

the top occupational group (professionals) was 198 percent

higher than the lowest group (unskilled workers), while in

1976 the corresponding figure fell to 193 percent and in

1980 decreased to 160 percent. [13J

China's overall income distribution on the eve of

economic reform (1979), was about the same as Pakistan

(1970-1971), Bangladesh (1973-1974) and Sri Lanka (1969

1970). In China, the poorest 40 percent of the population

held 18.4 percent of the income, while in Pakistan and Sri

Lanka the figure was about 21 percent. However, due to the

availability of grants and loans to needy individuals and

communes, and the low subsidized prices of food, schooling,

child care and medical care, the World Bank concluded that

despite their low share of the income, the poor in China
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were far better off than their counterparts in most other

developing countries. Furthermore, the richest 10 percent

in China earned only 23 percent of the income, lower than

Bangladesh, Pakistan and Sri Lanka which were all around 27

percent. Interestingly, China's income distribution was

almost identical to Yugoslavia in 1978.[14J

Yugoslavia was a socialist country which began

implementing market reforms during the late 1960s. According

to the reforms, firms could sell bonds to the public, the

expansion of private enterprise was encouraged, enterprises

were given control over the use of profits, and profit

making banks paying dividends to shareholders were created.

Income differentials increased as pay increases went

disproportionately to those with technical skills, the

increase in importance of personal interest income gave

those with more savings greater opportunities to purchase

interest-bearing assets, the liberal attitude towards the

private sector increased the number of persons earning

exorbitant incomes and workers in the wealthier republics of

the north earned higher pay than those in the south

performing the same job.[15J Nevertheless, the fact that

after ten years inequality (as measured by percentile shares

of the lowest and highest income groups) in Yugoslavia was

comparable to that of Maoist China, lends some support to

the argument that socialist systems may be able to offset

the negative impact of the market on equality.
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In state socialist (non-market) countries, inequality

is due more to political and social factors such as party

membership or education rather than income. with less

consumption goods available and fewer opportunities for

private investment, differences in level of income may be

less significant in state socialist countries than in

capitalist democracies. Furthermore, in socialist countries

welfare services, such as health care and education tend to

be supplied by the government. In China, grain subsidies

ensured at least a minimal level of consumption. Thus

private income is less signficant for the provision of

"basic needs". studies drawing meaningful comparisons

between state socialist and market capitalist economies

ought to take this difference in the role of income into

account. A similar argument can be made for studies which

compare income in Maoist (state socialist) and Post-Mao

(market socialist) China.

According to Lane, there are three major cleavages in

state socialist societies. First, there are differences

between the working class (manual and non-manual) and the

peasantry. Second, despite the relatively small difference

in income, Lane believes that there is a cleavage between

those who work with their hands and those who use their

brains. Finally, there is a cleavage between technical

administrative elites and party bureaucrats. [16]
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The cleavages outlined by Lane are common to all

industrializing nations regardless of political or economic

system. As a society moves from primarily subsistence

agricultural production to an industrial nation, there is a

greater need for those with technical skills and for workers

as opposed to peasants. However, these differences in state

socialist countries have not been manifested in significant,

measurable income differentials.

Finally, in Maoist China urban income was about 2.5

times higher than rural income. In addition, urban areas

tended to have better access to education and health care.

similarly while there was relative equality between members

of a village or commune, emphasis on local self-reliance

meant that richer communes generally had better welfare

facilities and more income to distribute among its members.

Although Mao recognized the need to give priority to

agriculture, the share of state investment in agriculture

was less than 1 percent in 1975.[17] Again, urban-rural

income differences are not unique to socialist systems and

in fact may be more serious under a market system of

distribution, because incomes rise faster in the industrial

sector. In post-Mao China, reforms were implemented first

in the rural sector, resulting in a narrowing of the urban

rural consumption gap between 1978 and 1985. However, the

gap widened after 1985 when reforms were introduced in the

industrial sector. [18)
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One of the major problems with the empirical studies of

Kuznets, Adelman and Morris, Ahluwalia and Field is that

they overlook the role played by governments. Governments

can enact social welfare policies to reduce relative

inequality and poverty. However, governments are not

entirely independent actors. In democracies, government

tends to respond to those groups and individuals with the

most power and influence (money and capital). In some

cases, it may be possible for groups of citizens to organize

around a particular issue and successfully influence policy.

An example would be environmental groups in the united

states. According to Sundrum, the organization of labor

into unions contributes to a reduction in inequality. The

response of democratic political systems to inequality and

poverty depends not only on the will of the leadership, but

on the relative political and economic strength of the

groups involved. Lacking resources and organizations to

articulate their interests, the poor are often at a

disadvantage when it comes to influencing policy.

Guillermo O'Donnell, writing about Brazil during the

1970s, argued that in some cases the state works with local

and international capital to exclude the popular sector in

order to create a favorable investment climate. Long-term,

large-scale investment in heavy industries such as

automobiles and petrochemicals requires social order. The

bureaucratic authoritarian state ensures this by banning
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strikes, absorbing (and thus controlling) labor unions and

suspending popular elections. During the 1980s, a hostile

external environment caused by balance of payment problems,

curtailed the ability of the state to maintain this

partnership and forced it to make some concessions to the

increasingly active working class. [19]

Investment decisions in state socialist systems are

made by political elites either at the center, or in a

decentralized system, by local cadres. Profit, growth and

efficiency are only three factors influencing investment.

In China during the 1950s, a decision was made to locate

heavy industry in the interior province of Sichuan, in

response to a perceived military threat from the United

States. From a purely economic point of view, it would make

more sense to locate industry along the coastal areas where

the infrastructure such as roads, electricity and port

facilities were already in place. On the local level,

cadres sometimes were able to help poor families in their

village get better job assignments, even though it might

make more sense economically to hire an experienced worker

from a wealthier family. Decisions such as these can be

justified on the basis of creating socialist equality.

As in democratic systems, the response of socialist

systems to poverty and inequality depends in part, on the

will of the leadership. However, leaders in socialist

systems may be less constrained by groups with a vested
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interest in maintaining a system of economic dominance. In

state socialist systems decisions are sometimes made on the

basis of political expediency rather than economic

efficiency. For example, local cadres have been criticized

for giving lucrative job assignments to family members.

Sichuan was chosen as a center for development of the

southwest in part because many members of the central

leadership are from the province. Again however, decisions

in democratic systems are also affected by politics. In the

united States, veteran senators are often able to secure

federal funds for their constituencies.

Ultimately, the degree of inequality is less affected

by the type of economy or political system than by the

nature of the society. In a truly democratic system in

which all groups participate equally regardless of the

distribution of income, there will be effective social

welfare programs, reducing the tendency towards inequality

inherent in market systems. In a truly socialist system,

there will be commitment towards growth with equitable

distribution.

Framework for Understanding Social stratification in Post

Mao China

The post-Mao Chinese government has chosen to pursue a

strategy for economic growth which incorporates the market
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mechanism. While some inequality may be necessary in order

to stimulate production, there is little evidence either in

theory or based on the experiences of other nations, that

the problem is "temporary" and will automatically be

resolved with the development of the economy. Active

intervention on the part of the government will be necessary

to ensure that China will continue on the path towards

creating a socialist society.

In capitalist market economies, the uneven distribution

of privately owned land and capital is an important factor

contributing to inequality. The Chinese economy at present

is a mix of private, state and collective-owned capital,

while land remains collective property. Some individuals

because of political position, technical skills, hard work

or luck, have been able to take advantage of the economic

reforms to "get rich first". They are now in a position to

re-invest their profits to reap further benefits for

themselves. Those who have not yet gotten rich do not have

capital for investment and without some assistance will fall

further behind. Without intervention from the government,

this process of permanent, growing inequality will produce

stratification, leading China further from the ultimate goal

of creating a socialist society.

Stratification or growing, permanent inequality is the

result of the inter-relationship between three factors:
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1. Inequality resulting from the transition to a

commodity economy,

2. Distribution based on the market, which maximizes

profits, growth and efficiency, not the fulfillment of basic

needs, and

3. Failure of poverty programs to reach the poor.

Private ownership of the means of production (land and

capital) is significant to the process of social

stratification if it contributes to further uneven

development. Under capitalist market systems, private

ownership combined with the natural tendency of the market

towards concentration, leads to inequality. In semi

socialist market systems such as post-Mao China, ownership

may be less problematic in contributing to inequality, but

should not be entirely ignored.

In this dissertation "inequality" is measured as a

ratio of the highest to lowest average per capita income of

counties in sichuan and Guangdong. This differs from the

definition used by Kuznets. However, because a fundamental

premise of this dissertation is that under the market system

of distribution those with the most resources are in the

best position to reap further benefits, I believe that

identifying ranges of income differences is an appropriate
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indicator of inequality. Because this dissertation is

concerned primarily with rural reform, discussions on

poverty will focus on the rural poor. Until recently,

absolute poverty was confined primarily to rural areas.

However, with the current influx of peasants to urban

centers, urban poverty is becoming more signficant.

The mere existence of inequality does not preclude

socialism. Marx recognized that "one man is superior to

another physically or mentally" and would therefore receive

a greater share of the goods. Equality, according to Marx,

is the right to receive rewards on the basis of labor. Only

when the productive forces are developed under communism and

there is no longer any distinction in the division of labor,

will rewards be distributed on the basis of need. [20] This

is consistent with the view of the present Chinese

government. Unfortunately neither Marx nor the Chinese say

how society gets from a situation of present inequality to

communism, nor do they have a standard to assess whether

they are headed in that direction. Looking at the

relationship between inequality, poverty and distribution

will not only shed light on the direction in which China is

headed, but will reveal problematic issues which ought to be

addressed.

"Building a prosperous modern country" and creating

socialism are not necessarily mutually exclusive goals.

However, to the extent that some inequality is necessary for
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economic growth, there is tension between the two goals. If

this tension is acknowledged and addressed rather than

ignored, China may be able to achieve a balance between

equality and growth, thereby building a modern prosperous

socialist country.
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CHAPTER 3: RURAL POVERTY IN POST-MAO CHINA

Jiang Zemin has stated that poverty is not socialism.

However, economic growth does not automatically ensure

socialism either. Active intervention on the part of

governments is necessary to achieve growth with equity.

Under market systems of distribution, it is particularly

important for governments to address problems of poverty,

ensuring that all individuals and areas have equal

opportunities to share in economic growth.

Ineguality and Poverty: China

Since the introduction of economic reform in 1978,

China has made impressive overall achievements in the

reduction of absolute poverty. According to the World Bank,

absolute poverty declined from 270 million in 1978 to 97

million in 1985 or from about one-third to less than one

tenth of the total population. [1] However, no further

reductions in poverty were achieved since 1985 and the

proportion of the population living in absolute poverty has

remained constant at about 9%. The World Bank study

concluded that absolute poverty was almost restricted to the

resource constrained upland areas. During the initial phase

of reform, increased application of fertilizer, better seeds

and technological inputs raised the income of poor peasants

living in the less remote and hilly areas, contributing to a



reduction in poverty overall. However, the quick reductions

in poverty through economic growth were exhausted by 1984.

The failure to achieve further reductions despite modest

agricultural and strong industrial growth is due to: 1.

increases in the price of grain and other subsistence goods

which affected the real incomes of the rural poor; 2. the

rapid growth of the working age population exceeding the

expansion of the employment opportunities thus contributing

to a worsening of unemployment; and 3. the concentration of

economic growth in the coastal areas as opposed to the

poorer inland areas. [2]

Joseph Chai argues that while consumption grew at an

impressive rate of 7% between 1978 and 1990, it was

considerably higher during the initial phases (9.1%),

dropping to only 4.1% since 1985.[3] In addition, he found

that there was a rise in both income inequality (as measured

by differences in consumption) and poverty during the second

phase. According to Chai, the incidence of rural poverty

increased from 12.3% of rural households in 1985 to 13.1% in

1990.[4] Finally, there was evidence of a growing

inequality in access to education and medical care, as well

as diminishing economic security. [5]

Thus overall, the experience of China is somewhat

different from the pattern of other developing nations as

outlined in the first section. The first phase (1978-1984)

consisted of rapid economic growth in the agricultural
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sector, accompanied by a reduction in both inequality and

absolute poverty. During the second phase (1985-1990),

agricultural growth was modest, industrial growth rapid.

Absolute poverty remained constant while rural inequality

increased. Rural poverty expressed as a percentage of rural

households increased.

There are three reasons why inequality decreased during

the initial phase of reform. First, the initial distribution

of assets as a result of the commune system was relatively

equal. In this respect, China resembles countries such as

Taiwan, South Korea, Hong Kong and Singapore in which the

distribution of assets was more equal at the time they began

rapid industrialization and became progressively more equal

over time. [6] Second, the first phase consisted primarily

of reform in the agricultural sector. The shift in

production towards industry came after 1984. As both

Ahluwalia and Sundrum note, it is this shift in production

from agriculture to industry which results in higher

inequality. Finally, at first a conscious effort was made to

equitably distribute commune land, tools, animals and shares

of commune industry. It was not until after 1984 that

peasants were encouraged to subcontract their land to the

most efficient producers, allowing some to "get rich first".

In addition the second phase brought an increase in emphasis

on rural industry and markets. The Chinese case then, lends

support to the argument that inequality is related to the
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composition or structure of production, rather than the

level of development per se.

Nevertheless poverty remains problematic. According to

Chen Junsheng, Chief of the state Council's Leading Group

on Poverty Relief and Development, there were still 80

million people living below the poverty line of 250 yuan in

1992.[7] The World Bank reported that the educational and

health status of the remaining absolute poor was

"deplorable". At least 50% of the boys and in some cases

100% of the girls in the poorest towns and villages do not

attend school. Infant and maternal mortality rates in very

poor counties exceed 10% and 0.3%, at least 50% to 100%

higher than the national average. [8]

By 1990 only 4% of the rural labor force in China's 120

poorest counties had found employment in rural enterprises,

in contrast to the 22.1% finding such employment in the

nation as a whole. [9] This reflects the concentration of

rural enterprise growth in the coastal provinces as well as

the difficulty in establishing industries in the remote

mountain areas lacking electricity and roads. Implicit in

the arguments that at the highest stages of development

inequality is reduced is the assumption that eventually all

agricultural labor in the subsistence sector will be

absorbed by the industrial, service or commercial

agricultural sectors. In emphasizing the need to develop the

productive capacity of the poor agricultural areas, the
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Chinese government approach to the problem of poverty

reflects this assumption. However, there is no indication

that the productive capacity of the poor areas will

naturally occur under the normal working of the market

system in which benefits are distributed on the basis of

economic efficiency rather than need. Offsetting this

tendency will require a financial and political commitment

on the part of Chinese government; one which they may be

unable or unwilling to make.

Recent works by western development specialists

recognize that the incomes of individuals depends not only

on their efforts but on the resources they own and the

opportunities they have for participating in the market.

When resources and opportunities are unequally distributed,

it is, according to Sundrum, "as if a race were being run

with different starting points for the participants. "[10]

Furthermore it has been argued that the market system not

only explains the existence of poverty, but accounts for the

endless re-creation of poverty. Those individuals,

companies or nations which possess more resources have

better bargaining power and will systematically enlarge

their advantages over weaker parties. Rather than moving

towards an equilibrium in which benefits are equally

distributed, the gap between rich and poor widens over

time. [11]
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"Help-the-Poor ll Programs in China

In 1988, a poverty-stricken areas were defined by the

Chinese government as those in which the average annual per

capita income was less than 200 yuan and grain output per

capita was less than 200 kilograms. It is not clear from

Chinese sources how many people were living in poverty. The

Zhongguo Nongcun Tongji Nianjian 1989 (Statistical Yearbook

of Rural China) stated that there were 88.5 million people

living in poverty, but did not define the term. This figure

is much higher than the 60 million figure given by

economists, Lu and Zhang in the first chapter. Using a

definition of income which includes the rental value of

housing and valuation of self-consumed products at market

prices rather than the lower state contract price, the China

Household Income Project (CHIP) found that rural income is

actually higher than that given by the state Statisti~al

Bureau. Adjusting the poverty line to 333 yuan, they

estimate that 12.7 percent of the rural population or 107

million people live in poverty. [12]

One problem with the poverty index is that it does not

distinguish between temporarily poor and permanent poor. It

is thus possible for the temporarily poor to cross the

poverty line, regardless of anti-poverty programs.

Chinese official data are compiled by regions, tending

to reinforce the contention that rural poverty is a problem
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of lack of natural resources in remote areas. Most of the

counties in which the average annual per capita income is

below 200 yuan lie in the western provinces of Yunnan,

Guizhou, Ningxia Autonomous Region and Gansu (see Table 1).

Looking at income gaps within particular provinces provides

more insight into determining whether those who have "not

yet gotten rich" are indeed "catching up" (see Table 2) .

Based on an official government survey of 2,470 counties in

china, Table 2 presents a comparison of the counties with

highest and lowest average annual incomes, by Province,

Autonomous Region and Municipality. According to these data,

the greatest income disparity occurs in Liaoning (1:12),

Guangdong (1:11) and Hebei (1:10.5), all relatively wealthy

provinces. In the poorer provinces, the income differential

is around 1:5. Based on Ministry of Agriculture (MOA)

household surveys, these data appear to indicate that the

gap between rich and poor is higher in the higher income

provinces. In contrast, the CHIP project data did not find

a direct correlation between provincial income (per capita

rural GNP) and inequality (gini index). The discrepancy

between these two sets of data underscores the need to look

beyond a simple relationship between level of income and

inequality. Narrowly focused studies such as those used by

the MOA to identify income gaps on the basis of only a few

parameters may not accurately identify poor counties.

Under the Production Responsibility System, households
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must supply a fixed amount of grain to the state at a

predetermined price. During the collective era, these

quotas were the responsibility of the village. When

collective land was apportioned to households in the 1980s,

quotas were divided among the families. Families that

subsequently became prosperous are not required to supply

more grain to the state than poor families of the same

village. Poor villages are excused from grain quota sales

and can buy back cheap grain from the state to feed the

peasants. This is a policy carried over from the collective

era, but applies to villages and not individual families.

Almost no provisions are made for destitute families

residing in relatively wealthy villages. [13]

The CHIP survey found that two-thirds of the rural poor

were not located in the officially designated "poor" areas.

Thus they did not benefit from regionally focused anti

poverty programs. Furthermore, of the 17 households in the

survey which reported being a "Five Guarantee" (wubao)

household eligible for state assistance, only 5 were poor by

the definition of the survey. That means that a lower

percentage of poor households (0.5 percent) got income from

local welfare funds than did nonpoor (2.1 percent).[14]

Since 1978 rural social security programs have included

measures to maintain income and promote the development of

poor regions. Social relief covers assistance to wubao

households, primarily elderly people lacking family support
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and poor households. More than half of the wubao funds are

distributed through retirement homes, located primarily in

rich counties. Although in principal the wubao system

guarantees food, clothing, housing, medical care and burial

expenses, most households receive only one (food) or two

(food and clothing) of the five guarantees. [15] Since 1980

the number of recipients of social relief has dropped from

46.4 million to 37 million, yet the percentage of poor in

the rural population increased from 11 percent to 16.8

percent in the same period. The percentage of rural poor

receiving assistance steadily dropped from 54.3 percent to

38 percent. [16] These figures indicate that despite the

rapid and widespread rise in incomes in the post reform

period, there has also been an increase in rural poverty,

expressed as a percentage of the rural population. Although

this may be attributed to better identification of the rural

poor, it is significant and merits close attention. If more

rural poor have been identified, we would expect an increase

in the number of aid recipients, but in fact there has been

a decrease in both the number of peasants receiving aid as

well as the percentage of rural poor receiving aid. The

decline in the number of aid recipients and in the

percentage of poor receiving aid may be due in part, to a

shift away from consumption subsidies to production

sUbsidies and public works programs. Statistically,
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production subsidies and public works programs do not fall

under social relief.

According to the World Bank report, two-thirds of total

rural poverty relief went into the wubao program. Since the

bulk of the funding for this program is directed to the

elderly in high income areas, the report suggests that

assistance to extremely poor children and adults through the

wubao program declined in real terms during the 1980s.

Furthermore, this decline was not offset by other programs,

since real funding for all other rural relief programs

declined by more than 50% during the 1980s.[17] The

Ministry of civil Affairs (MCA) estimated that the number of

poor in need of relief increased from about 66 million in

1978 to about 90 million in 1988. The World Bank estimates

that level of per capita support declined from 18 yuan in

1978 to 13 yuan (current yuan) in 1988. The MCA staff

acknowledged that the 1988 central government and collective

payments failed to meet the needs of the recipients and that

many needy households received no support at all.[18]

The 7th Five Year Plan (1986-1990) recognized that

general economic growth was a necessary but not sufficient

condition to overcoming poverty in some areas of the country

and that to achieve the stated growth with equity goals,

specific anti-poverty measures had to be undertaken. The

Plan emphasized: 1. the development of income generating

activities based on local resources, 2. the shift in
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funding for relief aid and social services from central to

local levels, 3. preferential tax, pricing and other

measures to stimulate poor area development and 4.

targeting assistance funds to poor areas based on a standard

set of income criteria for determining need.

Several ministries and agencies play a role in poverty

alleviation. The Leading Group for the Economic Development

of Poor Areas (LGEDPA) is responsible for monitoring poverty

at the national and provincial levels and coordinating the

implementation of programs to reduce poverty. The LGEDPA

reports to the State Council through the Poor Area

Development Office (PADO). PADO relies on 1985 Ministry of

Agriculture figures to identify poor counties. Whereas

LGEDPA through PADO identifies two-thirds of the absolute

poor as residing in the southwest, the more reliable State

Statistical Bureau's household surveys indicate that half of

the poor reside in northern and northwestern China. [19]

According to the World Bank, PADO uses political as well as

economic criteria to allocate poverty alleviation funding.

Counties with favorable political credentials and strong

supporters -- mostly the old revolutionary base areas -

were included on the roster of poor counties even though the

per capita income level was twice the subsistence level.

The inclusion of these counties forced the exclusion of many

counties with per capita income levels below the poverty

line. Yunnan, for example, adopted a special cut off of 120
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yuan, rather than nationally mandated 150 yuan in order to

reduce the number of poor counties. [20]

An early program to "help the poor" was launched in

Anhui Province in 1981. A study identified families in need

of assistance. The families were issued certificates

entitling them to preferential consideration on loans and

supplies of the means of production, a reduction of medical

expenses and free education for their children. [21]

Chen Guanyi, secretary of the Fujian provincial party

committee, undertook an inspection of poor townships in

February 1987. He announced that the year's work should

focus on the following matters: 1. Efforts to help those

households which do not have enough food to eat and clothing

to keep warm to become prosperous. 2. Enhancing fund and

goods circulation and communication, improving and

strengthening local supply and marketing cooperatives and

cretiit unions, and setting up service and technology. 3.

Efforts to exploit local resources enabling poor areas to

become self-sufficient. Rural industry ought to support

agricultural production. [22]

In September 1986, the State Council decided to

increase the discounted special loans by 1 billion annually

in order to help poor areas solve food and clothing

problems. The loans were from one to three years, not to

exceed five years. Noting that in the past loans were used

as "strictly relief funds" and that many areas were poor
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despite "periodic allocations of funds," it was announced

that new loans should develop industries in the poorest

areas. Loans would focus on projects with small investments

and quick returns such as livestock, poultry, and aquatic

products and exploitation of small mines, processing of farm

products and popularization of new technologies that have

yielded results in increasing grain output. [23] In 1986

there were 60 million people living below the poverty line

which at that time was 150 yuan per person. The 1 billion

yuan amounted to 16 yuan per person.

There is some question as to whether these loans indeed

reached the rural poor. A Central Government auditing unit

reported in February 1988 that 178 million yuan were

diverted or stolen by local officials. Funds were used to

buy cars, cameras, and tape recorders and to build offices

and apartments. At least 110 officials were arrested for

embezzlement. A People's Daily account of the report

maintained that the system of distributing funds according

to the number of destitute people in the population

contributed to the problem. The editorial argued that

instead, funds ought to be allocated on the basis of which

projects achieved "good results". [24]

Even in cases where funds are not diverted or stolen,

the mechanisms for distribution do not guarantee that funds

go to the most needy families. Rather than extend credit to

individual families, since 1988 the Agricultural Bank has
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been providing money to intermediate units such as the

county agricultural bureau or a county industrial

enterprise, which in turn is responsibla for sUbcontracting

loans. More importantly, the intermediate unit does not

have to be a poor family. The intermediate agency can plow

the money into its own enterprises so long as a 50 percent

of the newly hired work staff comes from poor families. A

Yunnan bank official interviewed by Jean Xiong and Jonathan

Unger admitted that "the bank is quite aware that making a

county well off is not the same as making poor households

well off. But we simply prefer to deal with units."[25]

One reason for this attitude may be that county industries

are less of a financial risk and more likely to produce

"good results".

Provisional regulations on a personal income tax went

into effect on January 1, 1987. A 20-60 percent progressive

tax was levied on income over and above 400 yuan per month.

In actuality the law affects very few people but it may help

to reduce extreme disparities in income. A survey of 5,000

people in Xindu county, sichuan, showed that only 82 people,

or 1.6 percent of those sampled, made 400 yuan per month.

The people affected by the tax came primarily from those

employed in rural industry and members of specialized

households. [26] One way to avoid personal income tax is to

declare that the businesses are "collectively run". A study

of household income distribution in 1988 found that rural
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China actually has a regressive system of net taxes.

According to this study, the richest 10 percent of

individuals receive 26 percent of income, but pay only 13

percent of net taxes. [27]

The Food-for-Work Program, initiated in 1984, used

surplus commodity stocks as in-kind payment for construction

work on the water supply system and road building projects.

During the first phase (1984-1986), the government committed

2.7 billion yuan in grain, cotton and cotton cloth. The

amount dropped to 600 million yuan in the second phase

(1987-1989) rising to 1.5 billion for the third phase during

1990-1992. Project workers were issued coupons in the range

of 1.5 yuan to 3 yuan per day, redeemable in kind at

designated stores. Because contracts were often paid on a

piece-work basis, wages exceeded 3 yuan per day. In these

cases, employment opportunities were not restricted to the

poor. Sichuan was the major beneficiary of the Food-for

Work Program, receiving 10% of the funds. Guangdong did not

participate after the first phase. [28]

Other programs emphasize the need to transform the

"small peasant" mentality. Scientists and technicians have

been sent to poor areas to help peasants choose appropriate

items for production and to introduce new varieties of seeds

and technology. Cadres and rich peasants are "exhorted" to

help other team members. In contrast to the Cultural

Revolution policy of sending intellectuals to the
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countryside to IIlearn from the masses, II the present programs

tend to view peasants as an obstacle to development.

The 8th Five Year Plan (1991-1995) introduced two

poverty alleviation initiatives: 1. the extension and

strengthening of assistance to the poorest of the poor

living in the worst physical environments and 2. the

integration of production, education, health, family

planning and transport programs into comprehensive local

initiative programs. Among the initiatives are an

additional 500 million yuan in annual support for the 200

newly included poor counties, an expansion of the Food-for

work program, and increased support for agri~ultural

extension and training and farmers' marketing systems in

poor areas.

In addition to central government social welfare

programs, there are provincial poverty relief expenditures.

These programs often cover poor counties not included in

PADO. In Guangdong, counties which are poor by relative

provincial standards but not by the absolute national

minimum, qualify for assistance. state statistical Bureau

figures indicate that the higher income central and coastal

provinces (including Guangdong, but not Sichuan) expend a

disproportionately larger share of total provincial rural

poverty relief expenditure than the poorer provinces. (29)

Unfortunately more specific data on provincial relief

expenditures is unavailable. High income provinces such as
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Guangdong may be offsetting higher levels of inequality

through relief programs. This also means however, that the

provinces with the highest number of absolute poor are

spending less for poverty relief. Furthermore, shifting the

burden for relief programs to the provinces is a

disadvantage to the poor provinces which lack adequate funds

for social relief. Finally, as will be demonstrated in

Chapter 5, the level of funding for rural relief in

Guangdong has not been adequate to help the poor catch up.

In addition to central government and provincial

assistance, international agencies such as the International

Fund for Agricultural Development (IFAD), the World Food

Program, the United Nations Development Fund, and UNICEF

have extended poverty alleviation assistance to China. An

IFAD program in Sichuan will be discussed in Chapter 6.

Foreign loans directed to large-scale infrastructure and

industrial development programs which primarily emphasized

growth indirectly contributed to poverty reduction.

The intent of the "help-the-poor" programs has been to

integrate poor peasants into the planned commodity economy.

Guizhou, one of the poorest provinces in China, has measures

to improve the investment climate for foreign funded

enterprises. Included among the measures are preferential

access for labor and materials and lower taxes. Foreign

funded enterprises that are doing well and have earned

plenty of foreign exchange can be subsidized by their
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supervisor departments if they do not have enough currency

to meet their immediate needs.

While the "help-the-poor" programs appear to be well

intentioned, they fail to acknowledge that the problem is at

least partially structural. To a certain extent, there is a

need for marginalized labor to work on large specialized

farms, particularly at present when technological inputs are

in short supply. In addition, the programs ignore the fact

that some peasants may have been left out because local

cadres have been able to manipulate inputs and land

assignments to their own personal advantage.

Conclusion

The experiences of China and other developing countries

do not indicate a clear statistical relationship between

economic growth and inequality. Rather, inequality is

related to the changes in the structure of production as the

economy first moves from one based on subsistence

agriculture to a commericalized, commodity economy in which

industry plays a dominant role. During the first phase of

Post-Mao economic reform in China (1978-1984), rapid growth

in the agricultural sector resulted in a slight decrease in

inequality. Rural inequality increased during the second

phase (1985-1990) when the state decided to abolish monopoly

procurement of agricultural products and broaden the role of
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the market. In addition, contracts were extended from three

to 15 years to encourage investment. Restrictions on rural

enterprises were loosened in 1984 and employment in these

industries increased from 52.1 million in 1983 to 69.8

million in 1984. It was the shift in production towards

commercialization of agriculture and industry which resulted

in inequality and not the level of growth per see

In China as in other countries, absolute poverty

declined with economic growth. This was due to an overall

increase in peasant incomes. However, the level of

absolute poverty has remained the same in the second phase,

reflecting in part the difficulty of raising productivity in

remote mountain areas. More serious is the increasing gap

between rich and poor in a system where benefits are

distributed on the basis of economic efficiency ("good

results") rather than need. Fiscal decentralization placed

an increasing burden on local areas to absorb the costs of

social relief. In the absence of adequate funding from

higher levels of government, poor local governments have not

been able to provide adequate social services or economic

growth.

The position of the Chinese government is that present

inequality is temporary and will be resolved once the forces

of production are developed. However, there is little

convincing evidence from the experience of developed nations

that the highest levels of growth always correspond to lower
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levels of inequality. To the extent that concentration of

the factors of production creates inequality, developed

nations could have more inequality. This is because the

market tends to lead to widening gaps between rich and poor.

It is only through the active intervention of governments to

ensure equal access to opportunities for employment in

industry, technology and education that inequality is

reduced.

In the case of China, this may require a shift in the

focus of relief funds from the elderly residing in wealthy

areas to women and children living in the poor mountain

villages. Such a shift would undoubtedly meet some

resistance from beneficiaries in the rich areas. Active

efforts are required to locate new development zones in

poorer areas which lack the technological infrastructure

such as roads and in some cases even electricity to support

industry. Additional funding is needed to provide universal

six-year primary education to 15 million poor children and

to reduce infant, child and maternal mortality by one-third.

The World Bank estimates that this would cost about 2

billion yuan, amounting to only 0.5% of current total

government expenditures. [30] Whether the Chinese government

is committed to making these expenditures remains to be

seen. The current difficulties of the Clinton administration

in providing universal health care is an indication that at

higher levels of development, when the interests of
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physicians, drug companies and insurance companies are

entrenched, it may be more difficult and costly to provide

equitable social services.

In 1991 the state Council released a document which

declared that the right to subsistence is the most important

of all human rights. In demonstrating its commitment to the

80 million peasants currently living in absolute poverty,

China has a chance to demonstrate to the world that it is

truly interested in human rights.
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CHAPTER 4: THE PRS AND ROOTS OF REFORM

The post-Mao agricultural reforms are part of a single

historical process. They are justified by the Chinese

government as a response to the failure of collective

agriculture to adequately raise the level of production.

However to fUlly understand the social forces contributing

to the PRS, it is necessary to examine the nature of the

Chinese revolution. Of particular importance is the policy

towards land reform and its effects on social stratification

within Chinese villages.

The Pre-socialist Economy

Much of the writing on the pre-socialist Chinese

economy is focused on the role imperialism played in China's

failure to develop. As a result of defeat in the Opium War

(1839-1842), China was forced to open treaty ports to

foreign trade. Guangzhou (Canton) in Guangdong Province was

one of the earliest treaty port cities. In these enclaves,

foreigners were exempt from Chinese legal jurisdiction and

taxes, making it difficult to protect nascent Chinese

industries. Following defeat by Japan in the Sino-Japanese

War (1894-1895), foreigners won the right to establish

manufacturing facilities in the port cities.

The Chinese economy proved to be relatively resistant

to foreign impact. with the exception of cotton spinning,



there is little evidence that handicrafts were "crippled" by

foreign competition. In the 1930s handicrafts comprised

over 10 percent of GDP while potentially competitive imports

amounted to less than 0.5 percent. [1] In absolute terms,

foreign trade represented a small proportion of the vast

chinese economy and did not result in large-scale

restructuring. with respect to manufacturing, a similar

argument can be made. Foreign firms played a dominant role

in some sectors of the modern economy such as banking,

mining, heavy industry and shipping. Yet among those firms

employing 30 or more people in 1936, foreign firms accounted

for only 35 percent of output, while Chinese firms produced

65 percent. [2]

Boxer and Japanese war indemnity payments, service of

foreign loans, and military expenditures severely limited

the funds available for government-directed development.

War reparations alone were more than twice the initial total

value of all manufacturing enterprises established in China

between 1895 and 1913.[3]

Furthermore, foreign trade did have a significant

impact on the lives of many Chinese peasants. The treaty

ports stimulated a demand for export cash crops such as tea

and silk. When the market for Chinese silk and tea

disappeared during the twentieth century, many peasants were

deprived of their livelihood. In parts of Guangdong,
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integration into the world market during the latter half of

the 19th century transformed land tenure relations.

Peasants began to grow sugar for a Jardine, Mathieson and

Company refinery in Hong Kong. During the sugar boom of the

1880s and 90s, exporting merchants extended loans to poor

peasants to induce them to grow sugar. When the market

crashed in 1907 and the Jardines turned to Java and the

Philippines for sugar, many peasants were left seriously in

debt. Tenancy increased and more importantly, the form

changed from permanent tenancy, to one based on one year

contracts. Rents were raised and tenants who resisted were

forced off the land. This resulted in considerable loss of

security for peasants.

Thus, although the relative size of foreign activity in

the economy as a whole was not large, it did dominate key

sectors while reparation payments and service on foreign

loans absorbed resources which could have been used to

stimulate an indigenous industrial revolution. Although

foreign economic activity was confined to the treaty ports,

peasants in the surrounding areas experienced a loss of

security when the world market demand for cash crops such as

silk, tea and sugar declined. Integration into the world

market indirectly led to changes in the organization of

society in some places such as Guangdong. However, since

there is little evidence of development "cut short" by

western imperialism, we must conclude that China's failure
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to develop was due primarily to domestic rather than foreign

factors.

Of all the explanations for underdevelopment in China,

the most often-cited is Mark Elvin's theory of the high

level equilibrium trap. According to Elvin, by late

traditional times the Chinese economy had exhausted all

advances possible under traditional methods and any further

incremental input into production would result in

diminishing returns. Therefore, there was no incentive for

investment in production. What was needed was an exogenous

shock from the West in the form of chemical fertilizers,

tractors, electricity and a skilled, educated farm labor

force. In addition, the growing population created further

constraints.

The weakest premise of Elvin's theory is that surplus

above subsistence had disappeared. Riskin estimates that in

1933 the surplus was more than 24 percent of net domestic

product, although net investment in that year was less than

2 percent. [4] To understand why this surplus was not

invested, we need to examine the structure of rural society.

In addition, Elvin's theory does not account for why China

failed to absorb existing western technology as had occurred

in Japan during the Meiji era.

Although population pressure, lack of resources and the

impact of the west were important factors contributing to

China's failure to undergo an indigenous independent
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industrial revolution, to fully understand the failure of

China to develop we ought to examine the nature of the state

and society in 19th century China. According to Etienne

Balazs the state inhibited the development of an independent

merchant class. Because the state held monopoly control

over trade such as salt, merchants acquired the right to

trade in a particular area by paying off the relevant

officials, not by re-investing profits to create a better

product. The dominant class was the scholar-gentry,

government officials who by passing the civil service exam

were in a position to enrich themselves by acquiring land

and receiving legal or illegal payments for services

rendered. Under this system, the merchant class was coopted

by the state. No class or group emerged with an interest in

challenging the state and creating a new economic and social

order.

victor Lippit refines Balazs' theory and argues that in

late imperial China there was one dominant class, the

gentry, which engaged in a variety of activities including

landowning, moneylending, mercantile activities and official

position as tax collectors to extract surplus from peasants,

artisans and workers. This class was divided into two

distinct strata, the lower gentry in the countryside and the

high income upper gentry comprised of officials, large

merchants and landowners. Although more numerous and

relatively less wealthy, the rural gentry was in an
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advantageous position to benefit from tax collecting.

Because central government authority did not penetrate below

the county magistrate, local gentry were crucial not only

for collecting taxes, but, in the period following the

Taiping Rebellion (1850-1864), for maintaining order as

well. Finally, as degree holders, they were often teachers,

further ensuring the perpetuation of the civil service

system.

Lippit further asserts that by the late imperial

period, there was a complete separation of large-scale

owners from production. The path to riches was through

connections and corruption rather than innov~tion and

capital formation. [5] Most importantly, this group had an

interest in preserving the status quo and viewed any

movement for socio-economic development as a threat to its

authority. According to Lippit, the gentry constituted 2

percent of the population, but received 30 percent of the

national income. This surplus was used for luxury

consumption, the purchase of land, ceremonial expenditures,

the military expenditures necessary to defend the empire

against foreigners and against Chinese rebellions, and for

the classical education which tended to re-enforce the

system. [6]

Lippit has made a major contribution to the development

discourse of China by emphasizing the role which the

internal political and social system played in inhibiting
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the development of an indigenous industrial revolution.

Failure to develop was not so much a matter of lacking the

appropriate technology or population pressure, but a

function of the nature of the Chinese state and the gentry

class which controlled it. The impact of the west

complicated the development process, but its role was

secondary. However, to say that in late imperial China

there was a single dominant class is an oversimplification.

The very fact that this group appropriated surplus in

different ways is an indication that there may have been

conflicts of interest between upper and lower gentry, small

and large landlords, small and large capitalists, even if no

one group emerged with an inclination to challenge the

entire political system.

On the eve of liberation, 85 percent of the Chinese

population lived in the countryside. Land holdings were

extremely small, tending to retard technological innovation.

There were five agricultural regions and the incidence of

landlordism varied greatly. Tenancy rates were highest in

the fertile, productive regions of Chengdu Plain of Sichuan

and Pearl River delta of Guangdong. Because rants generally

amounted to 50 percent of the annual crop, tenants had a

limited capacity to invest. Another factor was that

landlords, who were the sole suppliers of credit were in an

advantageous position to charge high interest rates.

Finally, although long-term tenure created an incentive to
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increase productivity, by the twentieth century, long-term

tenure was decreasing. Nevertheless, tenure is not a good

indicator of class because the lines between landlord, owner

and tenant were fluid. For example, there were rich

peasants who owned no land but rented land holdings which

they farmed with the help of hired labor.[7]

Landownership was an important source of security,

income and access to credit. Although there were few large

landowners, land was unequally distributed. Concentration

of land holdings varied from region to region. In 1933 in

Panyu County, Guangdong, landlords and rich peasants made up

11 percent of the population but owned nearly half the land.

Poor peasants made up 59 percent of the population but owned

only 22 percent of the land. In Longbow village, Shanxi,

landlords and rich peasants accounted for 6 percent of the

population and owned 17 percent of the land. Middle

peasants, making up 40 percent of the population owned 46

percent of the land. Thus in terms of land ownership, there

appears to have been less inequality in the north than in

the south. For China proper at the end of World War II, 10

percent of the population owned slightly over half the

land. [8]

For the Chinese Communist Party (CCP) , determining

rural classes was more than a theoretical problem. It was

essential for deciding how to carry out the policy of land

confiscation and redistribution. Ultimately they decided on
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five classes, based on the amount of labor hired: 1.

Landlords were owners of land who did not engage in labor,

but relied on exploiting the labor of others through rent.

2. Rich peasants owned land, but rented all or part of it

and derived most of their livelihood from hiring the labor

of others. 3. Middle peasants owned all, some, or none of

their land and some of their tools, depending principally on

their own labor for their livelihood. 4. Poor peasants

owned at best, a few tools and part of their land, but

generally rented land and were exploited through rent,

interest and profit on their labor for others. 5. Workers

owned no land or tools and depended on wage labor for their

livelihood. (Agrarian Reform Law 1959:18-23) .

Thus in reality, the issue of rural classes in pre-1949

China is complex. Land concentration and tenancy varied

from area to area, but was more serious in the relatively

prosperous southern region. In general, these areas were

closer to the treaty ports, therefore the impact of west was

more pronounced. The rural economy produced a surplus which

was not invested in agriculture but was appropriated by the

rich peasants Qud landlords to be used for luxury

consumption, purchase of land, ceremonial needs and the

military expenditures needed to defend China from the west.

It was from these conditions that the Chinese revolution

emerged.
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The Revolution 1921-1949

The Chinese revolution was a peasant-based revolution

led by the CCP. Initially the CCP followed a policy of

organizing workers in the cities, principally Shanghai and

Guangzhou, and allying with the Guomindang (KMT) to oppose

foreign domination and local military leaders. There were

some attempts to organize around peasant unrest in Guangdong

during the early 1920s, but the CCP was not able to

capitalize on this because it undermined the alliance with

the KMT. specifically, peasant demands for land

confiscation threatened the landlord element within the KMT.

In addition, Chen Duxiu and other leaders of the CCP adhered

to the orthodox Marxist line in looking to the proletariat

to lead the revolution. Despite the small size of the

proletariat, its increasing radicalism made it a threat to

the KMT and in April 1927 Jiang Jieshi (Chiang K'ai-shek)

launched an attack on the CCP which led to the dissolution

of the alliance. Once on its own, the CCP moved into the

countryside where it was able develop the strategy of rural

organization that ultimately brought it victory.

During the next twenty years, the CCP moved from the

border area of northern Guangdong, Jiangxi and Fujian

further north through the mountains of central Sichuan to

Yanan. There was a second period of alliance with the KMT

to fight the Japanese (1937-1945). This time, however, the
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CCP entered as an equal partner with an independent army and

political organization. One of the conditions of the

alliance was that the CCP was to suspend land confiscation

from landlords. One year earlier, the land policy had been

modified to ensure that rich peasants could retain that part

of the land which they cultivated themselves. with fewer

large landowners in north China, the CCP land reform policy

focused on rent and interest reduction.

Once Japan was defeated, the CCP was free to initiate a

land reform program aimed at eliminating landlords as a

class. Under the outline Land Law passed in September 1947,

land was distributed equally regardless of age or sex and it

was given on the same basis to Nationalist soldiers and

landlords as long as they were not traitors, collaborators

with the Japanese or war criminals. The program was

administered by the village peasant associations, poor

peasant leagues, peasant congresses and subsidiary

organizations. Disputes were settled by the people's

courts.

There were contradictions in implementing the program.

The CCP sought a land reform program radical enough to

satisfy the poor and impoverished peasant masses, but

moderate enough to retain the support of the middle peasants

who were perceived as important allies during the period of

the civil war. However, the properties of the landlords and

rich peasants were not sufficient to make the sizable
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destitute rural population into middle peasants. Thus, in

implementing the program, the party could not avoid

encroaching on the middle peasants and often committed

"leftist excesses", particularly in north China in 1947

1948. [9]

Throughout the history of the CCP and even up to the

present, the question of the land reform has been

problematic. During the pre-1949 period, poor peasant

demands for land confiscation created tensions in the CCP

KMT alliance. In modifying land reform policies, the CCP

was responding to the need to ally with landlords and rich

peasants to defeat the Japanese. Following the defeat of

Japan, land was confiscated from landlords and rich

peasants, but care was taken not to alienate middle

peasants, who were viewed as essential allies in the

struggle against the KMT. This is not to say that peasant

demands for land redistribution are inherently

"revolutionary", while those for rent reduction are not. In

fact, given the socio-economic and political conditions of

Guangdong during the 1920s, even rent reduction demands

became revolutionary to the KMT. Furthermore, although land

redistribution serves to eliminate the landlords as a class

and responds to poor peasant demands for security, land

ownership is inimical to the ultimate goal of creating

socialist agriculture. This tension underlies CCP

agricultural policy throughout the 1950s and 1960s. The
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dismantling of the communes in favor of the responsibility

system is an indication that the question has not been fUlly

resolved in China today.

The Maoist Period 1949-1978

The CCP inherited a war-torn economy plagued by

inflation. Initially the immediate goals for reconstruction

and consolidation took precedence over socialist

transformation. The objective of the Agrarian Land Reform

Act of 1950 was to eliminate the landlord class and to

develop agriculture. In an attempt to reverse some of the

"leftist excesses" which occurred during implementation in

1947-1948, Article 6 protected rich peasants, including the

right to hire labor. Both rich peasants and middle peasants

were viewed as important to developing agriculture and the

policy of moderation with respect to rich peasants was

intended to allay fears of the middle peasants as well. As

a result of land reform, 300 million peasants received 700

million mu (117 million acres) of land. According to

Article 10 landlords would be given an equal share so that

they could earn a living through their own labor. Thus

while land reform eliminated landlords as a class, it did

not eliminate them as individuals. However, the practice of

implementing land reform through activating poor peasants

often resulted in harsh treatment of landlords, despite the
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moderate intent of the law. They often received poor farm

land and with the outbreak of the Korean War in 1950,

landlords came under suspicion as potential nationalist

collaborators.

As a result of land reform, inequality of land

ownership and operation was greatly reduced. However, the

average rich peasant still owned and operated more than

twice as much land as did the poor peasant and the middle

peasant 50 percent more. [10] In addition, the small size of

the individual land holdings (10 mu or 1.5 acres) created

obstacles for generating surplus, made application of farm

machinery difficult and prevented investments in

infrastructure such as irrigation and water conservancy.

Fragmentation of land holdings remains a problem confronting

the PRS today. The principal difference is that at present

land is collectively, not privately, owned.

In order to resolve the problem of land fragmentation,

beginning in 1952 peasants were organized into Mutual Aid

Teams. The teams consisted of three families working

together during heavy farming seasons. More advanced forms

consisted of 20 families sharing labor, animals and farm

tools all year round. By 1952, 40 percent of farm

households were in Mutual Aid Teams, half in permanent ones.

The next stage in the socialization of agriculture came with

the formation of Lower-stage Agricultural Producer Co

operatives (LAPC) around 1954. consisting of 20-40 families,
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the LAPC Members' land, animals and tools were privately

owned, but pooled and used collectively. Members were paid

primarily for the work contributed, but received a sum for

property invested as well. In 1955, the proportion of farm

households belonging to LAPCs increased from 14 percent to

59 percent.

From 1955 on, the pace of collectivization increased

rapidly. Under the Higher-stage Producer Co-operatives

(HAPC), payment for contributed property ceased. This new

arrangement tended to favor poor peasants who had only labor

to contribute. There were some provisions for private

ownership of small holdings of trees, tools, poultry,

domestic animals and plots of land, not to exceed 5 percent

of the average per capita cultivated area. Each RAPC had

100-300 families and by the end of 1956, 90 percent of the

LAPCs had formed into HAPCs. The higher forms of collective

agriculture were resisted by the rich peasants who often hid

or slaughtered animals, rather than turn them over to the

collective. In general however, the process occurred

smoothly with relatively little disruption to agricultural

production. One factor was that the RAPCs tended to conform

to the natural village.

The decision to move to higher forms of collective

organization was due in part to Mao's realization that the

LAPCs which allowed for payment for property contributed,

favored rich peasants and if permitted to persist for a long
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period would have resulted in the creation of a "rich

peasant" economy. In moving to the formation of communes in

1957-1958, Mao may have been misled by the earlier smooth

transition to higher collective forms. Communes emerged

spontaneously during the winter of 1957-1958 to mobilize

labor for the mass irrigation campaigns. They were

officially endorsed in the August 1958 Beidaihe resolution.

By December there were 26,000 rural people's communes,

representing 98 percent of the rural population. Each

commune consisted of approximately 5,000 households. In

size they corresponded to the township (xiang) and unlike

earlier collective forms, they crosscut the natural units of

economic exchange. There were three levels of organization,

with the commune at the top. The brigade, an intermediate

level corresponded to the old collective (HAPC) or natural

village. The lowest level was the team, consisting of about

20-30 households.

Perhaps the most distinctive feature of the communes

was that all aspects of life were socialized. There were

communal dining halls, nurseries, schools, hospitals, baths

and homes for the aged. Private plots, houses, livestock

and large farm tools were to be turned over to the

collective. Because food, which forms a high proportion of

peasants' consumption, was provided free in the mess halls,

it has been argued that the Great Leap commune embodied the

communist ideal of distribution according to need. In some

83



communes as much as 80 percent of members' income was freely

supplied.

Unfortunately poor weather conditions, the withdrawal

of Soviet technicians and poor management led to serious

declines in agricultural production, food shortages and

famine. Grain consumption fell by 22 percent between 1957

and 1961 and did not regain the 1957 level until 1979. The

major component of the Great Leap Forward (GLF) was the

vision that China could achieve a modern economy through

labor intensive rural industries. Women were freed to

participate in labor through the communal dining halls and

nurseries. In practice, however, these industries interfered

with farm labor supply. The farm labor force dropped from

192 million in 1957 to 151 million in 1958 and part of the

autumn 1958 harvest was not brought in. In addition,

overzealous cadres gave inflated reports as to the amount of

grain harvested and the emphasis on mass participation in

management led to a collapse of central planning.

It was the commune organization itself, however, which

became the focal point of criticism from Mao's opponents.

As a result, private plots, bank accounts and homes were

returned and members were permitted to cook at home.

According to the Sixty Articles on the Communes passed in

1962, private plots were not to exceed 5-7 percent of a

team's cultivated land but in some parts of China took a

larger fraction. The products and income from the private
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plots were exempt from state taxes and not considered

agricultural products subjected to unified purchase. Freely

supplied services were curtailed, replaced by a work point

system based on the quantity and quality of labor. The

commune remained, but was decentralized so that first the

brigade and then ultimately the team became the unit of

accounting, taxation, and income distribution. The brigade

and team corresponded respectively to the village and

neighborhood and thus were more natural units of social and

political organization.

The brigade was the lowest level of administration with

a party branch. It had its own enterprises, many of which

were established during the GLF. The brigade also ran

health clinics, primary schools, militia units which were

mobilized for construction projects, and distributed inputs

including power, irrigation and the use of large machinery

to the teams. The commune was the basic level of government

in the rural areas. It included a People's Bank branch, tax

collection offices, supply and marketing co-operatives,

hospitals and secondary schools. The commune supervised

large-scale conservation and construction projects.

The sixty Articles allowed teams to contract out

production to fixed or temporary work teams or to

individuals. sideline production such as stock breeding,

forestry and fishing, as well as the administration of draft

animals, farm tools and irrigation were specifically
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included as part of the contract system. The land was

collectively owned, but the output could be bought and sold

and was not sUbjected to state taxes and purchase quotas.

Article 31 of the sixty Articles was the precedent for the

PRS.

Private plots came under attack during the radical

phase of the Cultural Revolution (1966-1969), although they

were protected by the December 4, 1967 resolution. The

model for agriculture was the Dazhai Brigade in Shanxi

Province with its emphasis on relatively egalitarian

distribution and restriction of the private sector. Those

who resisted were labeled "capitalist roaders" and verbally

and often physically attacked. The Cultural Revolution was

primarily an urban phenomenon and did not result in mass

mobilization of the peasants. There was some criticism of

former landlords and rich peasants, but the Cultural

Revolution failed to establish an adequate means of

determining "class" once the means of production had been

socialized.

Peasants in general benefited from the Cultural

Revolution policies. The rural health care system was

improved with the transfer of doctors from cities to the

countryside and through the training of the rural paramedic

"barefoot doctors". Elimination of the entrance exam system

for university admission tended to favor peasants. The rural

school system was strengthened. The rapid development of
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commune industries created jobs for underemployed peasants,

made substantial contributions to the cement and chemical

fertilizer industries and provided additional income to the

collective. Enterprise profits could be used to expand

collective welfare services including health and education

or invested in farm machinery or water conservancy projects.

According to policy, rural industry profits were to

subsidize backward teams and poor families within teams, but

there are reports that cadre and party members sometimes

allocated the best jobs to benefit themselves. [11]

Since it was first formed in 1920, the CCP has been

faced with several contradictions. First, although

mobilization of the peasantry was the ultimate factor in the

success of the CCP, there was tension between the demand for

land confiscation from landlords and rich peasants and the

particular short term goals. For example, land confiscation

was suspended when the CCP sought allies in the war against

Japan. Land confiscation from rich peasants was similarly

minimized in an effort to win the support of rich and middle

peasants during the period of recovery and consolidation.

Secondly, even after the socialist transformation of

agriculture, there was pressure to retain private plots.

This is an indication that while peasants in general support

the ccp they have not fully embraced the ultimate goal of

creating socialism. Finally there is tension between the

goal for increasing agricultural production and the need to
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prevent the re-emergence of classes in rural China. Among

Chinese leaders Mao was most committed to class struggle and

viewed pOlicies such as the Sixty Articles as temporary. Mao

departed from the conventional Marxist view that development

of the forces of production would determine the appropriate

organizational form the agricultural sector. In Mao's

assessment collective organization itself could become the

motive force for agricultural development. The collective

would make possible the labor-intensive capital construction

projects and serve as a vehicle for rural industrialization.

Since Mao's death in September 1976, no leader has emerged

with the same commitment to class struggle as a vehicle to

prevent the re-emergence of classes in China.

The Post-Mao Reforms, 1978-present

In December 1978, two years after the death of Mao

Zedong, the People's RepUblic of China (PRC) under the

leadership of Deng Xiaoping began implementing the Third

Plenum reforms, policies which have brought major changes to

agricultural organization. The new system separates the

economic, political and administrative functions formerly

integrated under the communes. Under the new system,

townships (zheng) and villages (xiang) handle governmental

and administrative functions, inclUding the social welfare

responsibilities of the commune. Party committees

88



concentrate on political affairs, leaving economic matters

to the economic cooperative (team). A major component of

the reforms is the Production Responsibility System (PRS) ,

in which the reorganized team contracts out production to

groups, individuals and households.

The PRS is intended to give peasants more input into

determining what they will produce and an opportunity to

earn higher income through the sale of cash crops (fruits,

vegetables, livestock and fish) at rural markets. The

specific terms of the contracts vary, but generally, a

specified percentage of output must be sold to the state at

fixed prices (quota). Peasants are free to keep the

remainder or sell it to the state, sometimes at higher

prices (above-quota sales) or they can sell the surplus at

fairs (rural markets) where prices are negotiated with the

buyers. In addition to the quota, peasants pay an

agricultural tax to the team which is used for capital

accumulation and welfare funds. Finally, contracts specify

the number of days to be contributed to the maintenance of

water control projects. In return for the sale of surplus

to the state, peasants can receive additional allocations of

low-priced state fertilizer. If a household fails to meet

its contract, it is fined. However, individual quotas are

set low enough so any household exercising normal diligence

can produce a surplus. In villages where per capita income

89



falls below the poverty line of 200 yuan per year, quota

obligations are rescinded.

Specialized households (zhuanyehu) concentrate on the

production of one item or crop. A few specialized

households have been able to earn 10,000 yuan or more

annually by concentrating on grain production, livestock

raising, fish farming, orchards or other activities.

specialized households are defined as those which (a) devote

most of their labor and capital to producing the specialized

product or service; (b) market more than 70 percent of their

output; and (c) derive more than 50 percent of their income

from the specialized activity. In 1986 there were 3.7

million specialized households, representing 2 percent of

all rural households. The average per-capita income was

2,842 yuan, six times higher than the average farm net

income which in 1987 was 462 yuan. [12]

In an effort to encourage commodity production, the

government has granted specialized households privileged

access to larger amounts of state-priced inputs, including

chemical fertilizer, animal feed and loans. Households

specializing in secondary food production can receive grain

ration coupons so that they can concentrate their attention

on producing cash crops. Specialized household contracts

then, bring privileges and opportunities for economic

advancement. Therefore peasants are eager to enter into

such arrangements.
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As early as 1977, experiments with rural reform were

occurring in Anhui Province under the leadership of Wan Li

and in sichuan under Zhao Ziyang. Although these relatively

poor provinces were the first to begin implementing the PRS,

the policy has been most successful in the coastal provinces

where opportunities to export goods to foreign markets has

contributed to a dramatic rise in incomes.

Under the PRS land remains collectively owned and is

contracted for up to fifteen years. If the contractor dies

within fifteen years, his descendants can inherit the

contract and carry it through. Initially the land was

divided equally among the members of a village, leading to

fragmentation of land holdings. In areas such as Guangdong

where there are more opportunities for specialization and

development of rural industry, some peasants have been

encouraged to sub-contract their land to the specialized

households. In other areas, such as Sichuan, there is a

tendency for peasants to retain rather small-sized land

holdings. These subsistence plots provide food for survival

but not enough income to live on.

The PRS is contributing to commodification of

agriculture and to the proletarianization of the peasantry.

Peasants who sub-contract their land must seek employment in

rural industry or be hired as laborers by the specialized

households. Peasant families which retain the small plots

contracted from the team ideally have some members who earn
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non-agricultural income or wage income from specialized

households. Both Marxists and Western economists recognize

that the processes of commodification and proletarianization

are necessary for modernization. What is significant from

the Marxist point of view is that this process occur without

impinging on the new class of peasant-workers.

Benefits of the PRS

The Third Plenum reforms are a response to the poor

performance of agriculture prior to 1978. The slow growth

of agricultural output combined with rapid population

growth, resulted in a per capita income growth of only 0.5

percent per annum from 1958-1978. Accomplishments in

attaining social welfare goals such as health and education

were achieved largely through redistribution and maintaining

a low, though fairly equal, level of consumption. Per

capita food grain consumption in 1975 was no higher than in

1956. It should be noted however, that although the commune

system is almost universally criticized as a unit of

production, it was under collective agriculture that China

was able to feed 22 percent of the world's population on

only eight percent of the planet's arable land. In the

decade between 1965 and 1975, agricultural production grew

at the impressive rate of 4 percent.
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According to China's state statistical Bureau (SSB),

the per-capita net income of farmers in 1987 was 462 yuan,

an increase of 329 yuan over the per-capita income of 133.6

yuan in 1978. The average annual increase after adjustment

for inflation was 12 percent. In contrast, in the 29 years

between 1949 and 1978, the net income of farmers increased

only 90 yuan on the average, or an annual increase of 3.1

yuan.[13] SSB figures exaggerate the increase in income.

Official estimates of real income are based on surveys,

derived by valuing farm income (including income in kind or

production for home use) at current prices and deflating

them by the general retail price index. Between 1978 and

1983, average farm prices rose by 47.7 percent, while the

retail price index rose by only 16.7 percent. Thus

increases in real income are overstated by about 30 percent.

According to official Chinese government figures,

agricultural output value in 1987 was 468 billion yuan. The

average annual growth rate was 7 percent in real terms,

exceeding the annual 3 percent of the previous 26 years.

Agriculture has diversified, leading to large increases in

the output of farm, forestry, livestock, fish and sidelines

products. [14] The shift in agriculture from low-priced

grain to high-priced cash crops pushed the overall index up.

William Hinton argues that when corrected for

inflation, 1978 income figures ought to be doubled or those

for 1987 halved. In addition, whereas in the postreform
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period money income represents most of the income received,

prior to 1978 money income (paid out in cash or grain

received with a fixed cash value) made up only 60-75 percent

of total income. As shareholders in the collective,

peasants received free housing, medical care, fuel,

electricity and other services. In addition, the capital

accumulation fund contributed to future income. [15]

Problems

The Chinese government has acknowledged that several

problems have emerged as a result of the PRS, including

inflation, corruption, uneven regional development, decline

in grain production between 1984 and 1988 and "unfair

income gaps". Inflation which reached 13 percent during the

first half of 1988, is a result in part of the initial

increase in procurement prices to stimulate agricultural

production. In an effort to curb inflation, the government

announced an austerity program in september 1988. Cutbacks

in provincial bank loans to rural industry forced many local

enterprises out of business and led to massive unemployment

in the countryside. Although many of these factories were

"inefficient" in economic terms, the ability of rural

industry to absorb peasants marginalized off the land as a

result of the responsibility system is a critical factor in

the success of the reforms.
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corruption, bribery and abuse of power for personal

gain occur with the implementation of the PRS and are

potentially serious because they threaten popular support

for the reforms. Although corruption existed under the

commune system, it is more serious today because there are

more opportunities for economic advancement. For example,

under the dual price system, some individuals are able to

purchase fertilizer at low state prices and sell it for a

profit on the free market. More importantly the PRS has

changed the relationship between peasants and cadres on the

local level. These changes will be discussed below.

The Chinese government maintains that uneven regional

development is due to differing factors of production.

Peasant income per capita in Guangdong Province was over 600

yuan in 1987, compared with the national average of 463

yuan. Even prior to 1978, there were regional disparities,

with peasants outside Shanghai earning up to forty times the

income of peasants in the hills of Guizhou Province. At

present, the eastern coastal provinces, especially

Guangdong, are in an advantageous position to attract

foreign capital and are able to exercise independence from

central government control. In addition, Guangdong

factories are able to pay higher prices for raw materials,

diverting them from areas where they may be needed more. As

a result of foreign capital, Guangdong has relative

financial autonomy from Beijing and there have been reports
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that some businesses are openly flouting laws forbidding

child labor. [16] In September 1990 when Prime Minister Li

Peng announced a plan to recentralize central fiscal control

over the provinces, Guangdong's then-governor Ye Xuanping

stood up and openly denounced the proposal.

After an unprecedented grain harvest of 400 million

tons in 1984, grain production declined over the next five

years. Per capita grain consumption fell from 394 kg in

1984 to 359 kg in 1988, but has recovered and surpassed the

1984 level since then. One reason for the 1984-1988 decline

was a reduction in the area sown to grain as peasants

switched to higher income earning cash crops. In addition,

peasants had difficulty selling their grain because the

state did not have the storage facilities to accept it.

Abuses occurred when granary cadres evaluated peasants'

grain as being of "poor quality" and paying them lower

prices. In some areas peasants needed special connections

to sell their grain. The situation affected poor peasants

more because they depend on the sale of the current harvest

to buy fertilizer and seed for the following year. [17] The

initial procurement price increases proved to be quite

burdensome to the state, which did not increase the ration

price relative to the increase in the procurement price.

Nicholas Lardy estimates that the cost to the state was 6.8

billion yuan in 1979, rising to 12.9 billion in 1981.[18] In

April 1989 the contract purchase price for grain was raised
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by 18 percent in an effort to stimulate production. However,

one Chinese economist in 1989 noted that raising the

purchasing price has had little effect on stimulating

agriculture. Whereas a 4 percent increase in the purchasing

price in 1984 brought about a 5 percent increase in

production, a 12 increase in 1987 only produced a 3 percent

increase in growth. [19]

Nevertheless, the problem of decreased grain production

appears to have been resolved. Although inflation,

corruption, and uneven regional development are serious

problems, income gaps are potentially most serious.

Inflation tends to have a stronger impact on poorer

peasants. As for uneven regional development, peasants in

remote areas have limited opportunities to earn high income,

causing them to fall even further behind. Decisions on

which peasants are to receive loans are often made on the

basis of personal connections (corruption) and can work

against those already left out of the system. Even when

decisions are made on the basis of profitability, they

discriminate against poor peasants, who lack technical and

managerial skills.

The PRS: Implications for Rural Society

The precedent for the PRS comes from Article 31 of the

Sixty Articles. The primary difference lies in the scope.
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Whereas contracting under the sixty Articles occurred under

the commune system, under the PRS the commune has been

dissolved and contracting is the sole means of production

and agricultural organization. As has been discussed, the

official position is that the PRS is necessary to stimulate

agricultural production. In addition, cadres often argue

that under the commune system, incentives were weak. An

individual's income depended on the team's net income which

in turn was distributed on the basis of work point earnings.

Work points were not based upon how much an individual

actually produced but on a worker's age, sex, physical

strength and special skills. This they assert was

"distribution according to potential." The system lost its

ability to discriminate between slackers and hard workers

and team leaders typically complained that it was difficult

to get workers to show up on time, perform quality work, or

stay until quitting time. Under the present system

remunerations are supposed to be tied more closely to labor.

A second criticism of the commune system was that it

allowed politics to interfere with rational economic

decision-making. Organizationally, the political, economic

and social welfare functions of the commune have been

separated. Decisions on what to produce are no longer

filtered down from the center, but are tied more closely to

the market. While the PRS may be optimal from the point of

view of raising production, it is at the same time
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transforming social relations in rural China. This is

significant because as a result of land reform and the

establishment of communes, China had been able to eliminate

landlords as a class and to achieve a fairly high degree of

social equality.

The dissolution of the commune has brought changes in

the relationship between loca~ party cadres and the

peasants. Initial reports from the Chinese press indicated

that many cadres opposed implementation of the PRS and

delayed adoption of the program until it was inevitable.

Undoubtedly many feared a loss of power as they no longer

had control over work points, rations, job assignments and

loans. Some officials feared that polarization would occur

and that a new bourgeoise would emerge. The major impetus

for reform came from peasants in poor areas who caught the

attention of Wan Li and Zhao Ziyang, CCP leaders who

advocated reform of the commune system in order to raise

production.

In wealthier areas such as Jiangsu, officials hesitated

to adopt the PRS. Much of the success in this province had

been based on large-scale water conservation and field

construction projects, high-grain output combined with

above-quota sales to the State and commune- and brigade-run

enterprises whose profits were reinvested in

agriculture. [20] Organization of agricultural production

around the household threatens these factors.
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One Party Secretary from Fujian Province stated that he

resisted pressure from higher authorities to dissolve the

brigade until it became inevitable. His primary reason was

that the brigade had prospered as a result of collective

enterprises. He also expressed a concern that it would be

difficult to protect the old and infirm villagers who had

been easily subsidized with pUblic funds under the

collective system. [21] In this case, after collective

enterprises were dissolved, fees from the rental of brigade

level industries were used to maintain the primary school

and collective medical facilities. Villagers paid for

visits to the barefoot doctor. The poorest ~eam in a

wealthy Jiangsu brigade opposed implementation of the

production responsibility system in 1982 because they feared

a loss of the security provided under the collective system.

Under the communes they had received fertilizer and

insecticide. More importantly, if they were sick, the team

planted for them and they received grain rations. [22]

In 1978 the barefoot doctor system was disbanded in an

effort to modernize the health care system. with the

dissolution of the commune health care is now provided by

private doctors on a fee basis. The state has withdrawn

funding for rural health and education and has called upon

rural cadres to finance these sectors through voluntary

contributions. While wealthy areas have been able to

maintain schools and hospitals through taxing village
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enterprises, poor areas have been unable to assume this

burden. Many rural schools have been forced to close and

infant mortality is at least 10% higher than the national

average.

Despite initial hesitation in implementing the PRS, the

coastal areas have benefited most from the reforms. Incomes

have incLeased most dramatically in Jiangsu, Zhejiang and

Guangdonq, where rural industry has been able to capitalize

on production for an export market. Furthermore, while

local cadres may have resisted pressure to implement the

responsibility system, early studies which appeared in the

Chinese press indicate that current or former brigade or

team cadres formed a disproportionate percentage of

specialized households. In Ying county, Shanxi, 43 percent

of specialized households were current or former cadres.

Educated youths and demobilized servicemen made up 42

percent. Because the income of specialized households is

considerably higher than that of the average peasant, it

appears that in this case cadres, sent-down youths and

former soldiers were the major beneficiaries of the PRS. It

should be noted, however, that these data may have been

released to convince reluctant local cadres that they would

benefit personally from the PRS and may not be

representative of China as a whole.

Nevertheless, party cadres are in the best position to

benefit from the PRS. The above-mentioned party secretary
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from Fujian stated that in his village, the brigade chief

and the brigade pUblic security head as well as the heads of

the five teams favored dissolution of the collective

enterprises. with their direct experience in brigade

enterprises and their external connections, they would

benefit most from the breakup of the collective. [23J In

this case the party secretary admitted that his own bid of

RMB 20,000 annual fee to lease all but one of the brigade's

enterprises was much lower than the RMB 50,000 profits the

enterprises were earning but no one dared to offer a counter

bid. Ultimately he agreed to pay an annual fee of RMB

30,000. [24J

Even in cases where the cadres themselves are not the

beneficiaries of the PRS, they are able to retain power

through control over low-priced state fertilizer and motor

fuel. In addition, village cadres are able to determine

which peasants receive the lucrative specialized household

contracts or employment in township enterprises. There have

been reports of cadres arbitrarily canceling contracts in

the name of economic efficiency. [25J In a recent report

from a village in north China, the village chief abruptly

took 12 acres of the village's best land out of production

in order to construct a brick factory. The remaining land

was redivided so that everyone had less to farm.

Furthermore, the brick factory was privately owned by the

village chief, a police official from the county and a few
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other outsiders. [26] The Fujian Party Secretary noted that

peasants complied with the birth control pOlicy because they

feared that if they opposed the pOlicy they would be

ostracized by the village government and would not be able

to obtain a loan from a government bank or credit

association. [27]

In 1988 the Central GoveLnment Agricultural Policy

Research Office (Zhong Yang NongCun ZhengCe YanJiu Shi)

conducted interviews with 10,000 families from 293 villages.

with respect to food, clothing, and shelter most respondents

felt they were "somewhat better off." A slightly smaller

number felt that they were "clearly better off." Of those

who felt that their standard of living had improved, 90

percent credited the Responsibility System as one reason.

Other reasons cited were increased opportunities created by

the diversification of the economy and a rise in scientific

level. Of the 409 families (3.9 %) which indicated they

were worse off, 95 (23%) said they lacked experience with

the PRS, 90 (22%) said their family lacked labor power, 71

(17%) said that they did not have opportunities for non

agricultural income, 49 (12%) said that because of sick

family member, their economic burdens were heavy, and 41

(10%) cited an increase in in the number of family

members. [28] Based on the results of this survey, it

appears that peasants feel that they are better off as a

result of the PRS and the agricultural reforms in general.
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Of those who felt that they were worse off, nearly all cited

shortcomings in their own situations (lack of experience,

labor, or opportunities) and did not directly criticize the

PRS itself.

When asked about the problems which bothered them the

most, the responses were as follows: high prices for

fertilizers and insecticides and delays in supply (81%),

state purchasing prices too low and too much work required

(28%), excessive quotas (28%), scattered plots made

ploughing inconvenient (28%), and corruption (15%). The

answers indicate that peasants are dissatisfied with the

implementation of the PRS and not with the system of

contracting itself. The problem with fertilizer supply

became so serious that in 1987 peasants seized fertilizer

warehouses, transport vehicles and factories. In one

instance, 12 peasants were killed and 80 wounded in clashes

with police. [29] By controlling the supply of low-priced

state fertilizer, local cadres are in an advantageous

position.

with respect to income gaps, 87% stated that it was

larger than in the pre-reform period. However, 70% felt

that this was acceptable. Another 11% said that it was

unacceptable and 17% answered that they did not know. When

asked how they felt about some peasants getting rich first,

70% agreed with the official position that these peasants

are models, 5% felt that they ought to be restricted, 5%
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opposed a few getting rich first and said that everyone

should prosper together while 19% had no opinion. Peasants

were asked which groups were relatively prosperous prior to

the Third Plenum Reforms. They responded cadres, families

with a lot of labor power and families with some members

working outside the village. In the post reform period,

they cited those with technical skills as most prosperous,

followed by businessmen, cadres, families with a lot of

labor power and families with members working outside the

village.

Finally, peasants were asked what were their major

sources of difficulty. They responded a lack of capital

(77%), skills (50%) and information (48%). Other reasons

cited included a lack of labor power (34%) and managerial

experience (31%). A few (14%) stated that cadres created

difficulties.

These responses indicate that from the point of view of

the peasants, technical skills are more important than

political factors in determining who prospers. It should be

remembered however, that this was an official government

survey and peasants may not have been willing to give

answers which departed from the government position that the

PRS rewards those who are hard working and economically

capable. The fact that 10% expressed some desire to

restrict or oppose those getting rich first is an indication

some peasants believe that the PRS is causing polarization.
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In addition, village and team cadres were still among those

most likely to prosper after the Third Plenum Reforms.

Furthermore, the responses seem to indicate that rewards are

distributed on the basis of skill and level of technology.

If technical skills, capital, managerial experience and

political background (cadres) are the primary factors

determining who prospers under the PRS, then those who got

rich first are clearly in an advantageous position to

further increase their income. Those with technical skills

and managerial experience are in a better position to

compete for the higher income jobs in village and township

factories. Those with capital can make lucrative

investments. Without massive and continual programs to help

the poor, the income gap in China will not lessen but

continue to grow, leading to rural polarization and possibly

even the re-emergence of classes. Unfortunately the Chinese

government does not possess adequate funds to assist all of

the peasants who have been left behind. Under the communes,

the organizational means for redistributing income existed.

The PRS, with its increasing reliance on the market, lacks

the organizational means to redistribute income.

Conclusion

In each of the historical periods CCP rural policy can

be viewed as influenced by the sometimes contradictory long
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term goals to create socialism and raise the level of

production and by specific short term goals such as

defeating the Japanese or consolidating power and achieving

economic recovery. There were also conflicts among CCP

leaders as to the appropriate strategy to achieve these

goals. Mao was most committed to mass mobilization and

class struggle as means to prevent the re-emergence of

classes. But these strategies proved to be destructive of

production and both the Great Leap Forward and the Cultural

Revolution were followed by periods of moderation in which

economic goals took precedence over political ones.

These policies affected the organization of rural

society. The demands of the various groups in rural society

in turn, placed constraints on CCP policy. Radical peasant

demands for land redistribution created tensions in the CCP

KMT alliance and later created tensions with rich and middle

peasants whom the CCP perceived as necessary for

consolidation and recovery. The gradual process of land

redistribution and collectivization prior to 1955 reflects

the reality of Chinese rural organization.

The present Chinese leaders have taken the position

that the primary goal in China ought to be to raise the

level of production even at the expense of social equality.

At the village level the PRS has won the support of the rich

peasants -- those with technical skills, capital and

political connections (cadres) that enabled them to get rich
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first. They have the resources to ensure further success

under the PRS and will fight an attempt to return to a

collective economy. In one case, a farmer sat in front of a

government tractor to defend his contract rights. [30]

Poor peasants, lacking technical skills, capital and

labor power are more aware of the limitations of the PRS.

Since real peasant incomes in general have increased as a

result of the Third Plenum Reforms, most of the discontent

at present centers around fertilizer and fuel shortages.

However, the above survey and the numerous press accounts of

jealous peasants ("red eye disease") indicates that some are

concerned with the increasing polarization of rural society

as a result of some getting rich first. As the gap grows

and it becomes even more difficult for these groups to

compete, there will be renewed pressure for a return to

collective economy or at least some effective means of

redistributing income. This may even win the support of

economic modernizers within the CCP who recognize that the

small household economy created by the PRS is not the

optimal way to achieve agricultural mechanization or

maintain large-scale agricultural construction and water

conservancy projects. By accepting these gaps as a natural

part of the development process, the Chinese governmen~ is

ignoring the potential for future conflict. As these

interests become entrenched, they will be more difficult to

dislodge.
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CHAPTER 5: RURAL REFORM IN GUANGDONG

The streets of Guangzhou, capital of China's

southeastern coastal province, Guangdong, are alive with

vendors hawking fruits, vegetables, eggs, live chickens and

ducks, clothing, cassette tapes, warm dumplings, and

services such as bicycle and shoe repair. Noodle shops spill

out onto the sidewalk and even macadamia nut candy from

Hawaii can be found on the streets of Guangzhou. Barbie

dolls and McDonald Happy Meal toys intended for export to

America find their way into the family-run stores.

Occasionally, the police will send the vendors scurrying off

or into the shelter of the friendly restaurants. A few

unfortunate souls will have their goods confiscated and be

fined, but they will return the next day ready to recoup

their losses. street vending itself is not illegal, but

blocking the sidewalk or street is. The moment the police

leave the vendors return and rhythm continues as before.

street vendors are by no means unique to Guangzhou, but here

where the bargaining is in Cantonese, not the official

dialect, Mandarin, the free market takes on a special color.

Most of the fresh produce comes from the countryside

surrounding Guangzhou. It arrives by truck in the early

morning and is carried off by vendors toting large baskets

or pedaling three-wheeled carts. New tiled homes tower over

the fields in the Pearl River Delta Region south of

Guangzhou, testimony to what can be achieved under the



responsibility system. The rest of China seeks to follow the

Guangdong model. According to China statistical Information,

by the end of 1990, there were 20,006 registered private

enterprises in Guangdong, employing 300,000 people. They

made up 22 percent and 18 percent of the country's total. [1]

outside the Guangzhou railway station are thousands of

peasants who have come in search of jobs. Some of them are

from the less visible villages scattered among the mountains

of northern Guangdong. Work has begun on a six-lane highway

linking Guangzhou to Hong Kong, yet some of the mountain

villages are not even connected by dirt roads. Here

peasants live in small homes with mud floors and crumbling

earthen brick walls. The seven counties of the Meizhou

region are the poorest areas of Guangdong. Most of the

residents of Meixian belong to the Hakka minority, a

physically distinct group whose native dialect is closer to

Mandarin than Cantonese. In 1988, the average annual net

income of Wuhua county, was 438 yuan per person, 369 yuan

lower than the provincial average. According to a 1988

survey of the 25 poorest counties in Guangdong, 780,000

people did not have adequate food and clothing (wubao), the

official designation for poverty. [2] In 1988 anyone earning

under 200 yuan a year was considered to be "wubao".

This chapter will examine the impact of the

responsibility system in Guangdong over the past ten years.

It will focus on the growing gap between the delta and
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mountain counties and the problems poor areas are facing in

the race to catch up.

Special Characteristics of Guangdong Province

Although each of China's 23 provinces, 5 autonomous

regions and 3 autonomous municipalities has its own

characteristics, Guangdong is perhaps most distinct.

Emigrants from Guangdong have settled in Southeast Asia,

Hong Kong, Canada, Australia and the united States and two

generations later, emotional ties to their ancestral

villages remain strong. Some areas of Guangdong have

capitalized on ties to overseas relatives during the reform

period. The proximity to Hong Kong, ties to overseas

relatives and the Cantonese dialect give the people of

Guangdong a separate identity, a feeling of independence.

This chapter will discuss the impact of the overseas Chinese

as well as financial ties to Hong Kong, Japan and the West

on development in Guangdong province.

One of the oldest cities in China, Guangzhou was opened

to foreign trade in 1685. An imperial edict issued in 1757

restricted all foreign trade to Guangzhou and gave exclusive

trade rights to a merchant's guild called the Co Hong.

Westerners were permitted to reside in Guangzhou from

September to March only and were restricted to Shamian

Island where they had silk and tea factories. Opium imports
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increased during the late 18th and early 19th centuries, and

in 1839 Lin Zexu was appointed commissioner of Guangzhou

with orders to eradicate opium trade which was draining

silver from China. Defeated by the British in the Opium

War, the Chinese were forced to cede Hong Kong and open

other ports to trade.

During the 19th century, Guangdong was the focal point

for peasant revolt. Hong Xiuquan (1814-1864) leader of the

Taiping uprising (1850-1864) was born in Huaxian, northwest

of Guangzhou. Much of the early activities of the Taipings

centered in this area. The Taipings espoused a

revolutionary program which advocated elimination of private

land holdings and equal division of land use, with both

women and men obtaining shares. Each person was to take only

what was required for his or her own personal use and the

rest was to go into a common granary. Although this utopian

socialist program was never implemented, it represented a

threat to the dominant gentry class. Support for the

Taipings came predominantly from poor peasants, but included

coolies from Guangzhou who had lost jobs as a result of the

opium War. Ultimately the movement was defeated by a

coalition supported by the Western governments which feared

a loss of profits from opium. Facti?nalism among the

Taiping leaders, lack of class consciousness, and corruption

and decay at the top were significant internal factors

contributing to the failure of the Taiping movement.
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Another hero is Sun yat-sen, who led the 1911

revolution which brought an end to the Qing dynasty. Sun

was born in cuiheng, southwest of Guangzhou. Guangzhou

became an important base of KMT support throughout the

1920s. In 1923 Peng Pai established the first peasant

soviet government in the northeastern coastal counties,

Haifeng and Lufeng. In 1985 LUfeng had an annual average

income of only 279 yuan and was one of the 30 poorest

counties in Guangdong. Following the defeat of the Haifeng

soviet in 1924, Peng established the Peasant Movement

Training Institute in Guangzhou. Mao was director of the

third and final class in 1926. The building still stands on

the grounds of an old temple, not far from the parle

memorializing the communists killed by the KMT in December

1927. Sun's former house in Cuiheng, the Peasant Movement

Training Institute and the park are visual reminders of the

role Guangdong played in the early years of the Chinese

revolution.

Defeat by the KMT and the invasion of the Japanese

forced the CCP to evacuate Guangdong. They were unable to

return for 20 years, and ironically, this early seedbed of

revolutionary activity was the last to complete land reform.

Unlike the northern base areas where the CCP was able to

establish the infrastructure necessary to carry out land

redistribution, in Guangdong land reform was brought by

outside cadres from the north who often clashed with the
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local cadres. Local Cantonese leaders who often had personal

ties to landlords, favored a gradual approach to land

reform. This coincided with national pOlicy until China's

entry into the Korean War in November 1950 when, in the

interest of national security and the perceived potential

threat from landlords, the CCP stepped up the policy of land

confiscation. After May 1951, Zhao Ziyang, who later became

the architect for the rural responsibility system in

Sichuan, was sent to direct the land reform program in

Guangdong. Although Zhao would much later become the most

vocal proponent for dismantling of the communes, in 1951 he

criticized local cadres who were taking a lenient approach

towards the landlords.

Social structure in Guangdong made the demarcation of

class lines more difficult than in other parts of China.

Guangdong villages were based not on social classes but on

personal relationships between people of the same village,

surname and lineage. The economy of the Pearl River delta

area was highly commercialized and overseas Chinese owned

about one-fifth of the land in the province. Many rich

peasants and landlords were engaged in commercial and small

scale industry activities outside the village. In these

early years after Liberation, the CCP adopted a relatively

lenient policy towards people engaged in commerce and

industry so as not to further disrupt the economy. Thus

there was a conflict between the radical land reform policy
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which sought to return the absentee landlords to the village

and the more moderate programs in the urban areas which

sought to ally with them in order to rebuild the economy. [3)

Peasants were eager to proceed with the division of

land, but they were reluctant to engage in struggle sessions

against individual landlords some of whom were their

relatives. Local cadres felt personally bound to the

landlords, many of whom had been promised lenient treatment

if they cooperated with the CCP during periods of united

front prior to Liberation. Whereas ~ocal cadres were

oriented towards conditions in the villages, cadres from the

north were more concerned with party directives from higher

levels. As the party set fairly rigid quotas on the number

of people who were to be classified as rich peasants and

landlords, more and more people found their names on the

dreaded list of counter-revolutionaries. [4)

By the time land reform was completed in Guangdong in

the spring of 1953, the rest of China had already moved to

form Mutual Aid teams. Between May 1955 and the fall of

1956 rural Guangdong was very rapidly organized first into

Lower-stage Agricultural Producer's co-operatives (LAPCs)

and then Higher-stage Agricultural Producer's Co-operatives

(HAPCs). As elsewhere in China, poor peasants were unable

to join the LAPCs because they lacked the land, equipment,

draft animals or cash necessary to purchase shares. In

1955, the Rural Credit Cooperatives made available 5,140,000
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yuan in loans to poor peasants who could not afford to buy

shares. In assessing land values, the land of comfortable

households was calculated at 85% of value, ordinary peasants

at 95% of value and poor peasants land at 100% or more of

actual value. Nevertheless, poor peasants were hesitant to

join the LAPCs because they were not certain they would be

able to pay back shares. Under the HAPCs which provided

compensation only on the basis of labor, poor peasants were

drawn into the collective system. By the end of 1956, 89% of

rural households in Guangdong had formed HAPCs, another 7%

were in LAPCs.

The HAPCs faced opposition from the rich and middle

peasants who no longer received compensation for their

property. Some of them sought to leave the co-ops. others

remained in the co-ops but devoted most of their time and

energy to producing for the free markets which opened for a

brief time in 1956. According to the official newspaper,

Nanfang Ribao, 130,000 rural households in Guangdong left

cooperatives and 20,000 of these did not return despite

efforts at persuasion. [5] In some cases, local leaders

contracted out responsibility for various crops on certain

fields for a limited time to households. Without official

endorsement and limited in scope, the co-ops were similar to

the present PRS.

Following the lead of the model Panyu county, Guangdong

began forming communes in September 1958. Within two
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months, 98 percent of the peasants were members of the 790

communes. Heavy rains in May 1959 caused flooding which

contributed to food shortages. Under pressure from their

superiors to live up to quotas, cadres often fabricated

production figures. It is difficult to determine the extent

of deaths due to starvation as opposed to other causes

during this period. However, there are reports of deaths

from malnutrition, particularly in the poor mountain

areas. [6)

One of the results of the retrenchment following the

Great Leap Forward was the reinstitution of private plots.

Initially peasants were cautious in accepting plots and were

reluctant to grow anything on them because they feared being

labeled "capitalist" and worried that the state would

appropriate goods they worked hard to produce. Once the

state announced that up to 20 percent of a family's income

could come from private plots and sideline production, the

non-collective sphere became an essential source of income

fo~ peasant families.

Land reform and collectivization did eliminate the

landlords as a class and provided a minimal level of

security for poor peasants. Some poor peasants were able to

rise to leadership positions within their villages, but a

decade after land reform, a few remained poor. Some had

been hired laborers prior to Liberation and lacked the

experience and education necessary to take full advantage of
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their private plots. During land reform rich peasants had

been allowed to retain their main dwellings, while having

only their run down annexes and storage huts confiscated.

The houses which poor peasants acquired tended to be those

in very poor condition.

The issue of private plots resurfaced during the

Cultural Revolution. In one relatively poor mountain

village near Hong Kong, peasants had earned supplemental

income from bamboo and fruit trees that had been allotted to

households during land reform. After work, they caught fish

in a nearby river. Eight percent of the families owned at

least one sow. Each sow could produce three broods of

piglets in two years and the sale of just one brood provided

a family with as much income as the husband earned in a half

year's work in the collective fields. It was estimated that

this type of non-collective endeavor provided more than one

quarter of the income for peasants of this village. When

peasants were pressured to turn in their sows and fishing

nets and to donate their fruit trees and bamboo strands to

the collective, incomes dropped. [7] within a few months,

private plots, pigs and trees were restored.

Theoretically, private plots are obstructive to the

goal of creating socialism. In the Chinese case however,

they were important in helping families supplement their

income and provide for basic needs. A 1980 study of a

commune in Jiangsu found that in certain instances, private
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income contributed to a decrease in inequality.[al While

the campaign to eliminate private sideline income was well

intentioned, to the extent that it reduced peasant income,

it was counter-productive.

Overseas Chinese

Because of its proximity to Hong Kong, Guangdong has

always had closer ties to the world outside China. During

the Cultural Revolution as many as 60 percent of Guangdong

cadres had friends or relatives overseas. While they would

come under attack for these relationships during radical

periods, at other times ties to Hong Kong were an advantage.

Almost 80 percent of the Chinese who migrated overseas had

come from Guangdong. Even during the Cultural Revolution

they continued to send remittances to relatives. In 1979

remittances to Guangdong totaling 740 million yuan were sent

either directly or through deposits into branches of the

Bank of China in Hong Kong and Macau. [9]

Economic liberalization during the post-Mao era has

given those with overseas ties increased opportunities for

economic advancement. Even during the Maoist period overseas

Chinese families in parts of Guangdo~g had higher standards

of living than other villagers. From 1960 to 1966 those

receiving overseas remittances were given special coupons

for extra rationed goods. This allowed them to be more
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independent of the team leader's allocation of work and

private plots. [10] The pOlicy of leniency reflects the

desire of local cadres to maintain the flow of foreign

exchange. In one village near Hong Kong, most families had

at least one relative sending back remittances. One

peasant, using money sent by his children in Hong Kong,

bought a tractor and went into business transporting

construction materials. He was so successful that he was

able to bid for several acres of fishponds and open a small

store. His income was 6000 yuan at a time when the average

family in his village earned 2000 yuan from farming. [11]

Empirical data does not reveal a clear connection

between overseas chinese remittances and social

stratification in Guangdong. Yuen-fong Woon, who studied

the impact of overseas Chinese links in Chikan Zhen, Kaiping

county found that overseas remittances were still the major

factor for determining income disparities. However he found

that the rate of increase in average per capita income was

higher for those without ties (non-qiaojuan) and for those

with distant ties (distant qiaojuan) than for those with

direct ties (qiaojuan).[12] Woon concludes that both

distant qiaojuan and non-qiaojuan households are gradually

catching up with the direct qiaojuan. households. In

absolute terms, however, the gap in income between non

qiaojuan households and qiaojuan households increased from

234 yuan (1949-1978) to 440 yuan (1979-1987). Thus despite
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the more rapid rate of increase in income, the non-qiaojuan

households are falling further behind in absolute terms.

Woon's finding is contrary to what we would expect to

find based on most political economy theories as well as the

experiences of other Third World countries. His explanation

for this finding is that the three groups pursue different

strategies in response to the economic liberalization

policies. Non-qiaojuan households which had the fewest

resources, tended to become wage earners in the construction

industry. They raised pigs and vegetables to sell at

markets, while the women engaged in lucrative sideline

activities such as livestock breeding.

Distant qiaojuan families had fewer opportunities to

emigrate than the direct qiaojuan households, who had sons,

daughters, spouses and parents able to sponsor them. Thus

distant qiaojuan households like non-qiaojuan households

tend to be fUlly involved in the local economy. They have

three advantages over non-qiaojuan households: 1. They had

remittances which they used to start their own ventures or

to purchase shares in joint ventures with the collective

government or other households. 2. They could ask overseas

relatives to bring in tax free items such as generators,

machines, trucks and building materials necessary to set up

shops or engage in the transportation industry. 3. Some of

them have the authority to take care of their overseas
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relatives' property and homes, which were returned in the

1980s.

Qiaojuan households which have the most income to

invest also have the best chance to be sponsored for

overseas migration. Like distant qiaojuan households, a

large majority of qiaojuan households (82%) were part

shareholders in collective, private and joint enterprises.

The difference is that these tend to be commercial or

service businesses rather than industrial workshops. In

addition, qiaojuan households spent a disproportionate share

of their remittances on personal consumption goods such as

fashionable clothing, color TV sets and leather shoes. [13]

Woon speculates that qiaojuan households seek to emigrate

and therefore are less willing to risk capital on long-term

investments.

As the qiaojuan emigrate or turn to more lucrative non

agricultural sources of income there has been a

concentration of land holdings. According to Woon, laborers

from less prosperous peripheral areas have drifted into the

Chikan areas and are contributing indirectly to reducing the

income gap by sending remittances back to their poorer home

villages. Woon concedes that Chikan, which is 140 miles

southwest of Guangzhou, is not the ideal location for large

scale international investment. Thus geographic location may

have been a factor contributing to the investment strategies

of the qiaojuan.

122



Woon's finding and analysis merit close consideration.

As indicated in Table 3, in 1988 nearly half of all overseas

Chinese contributions to Guangdong province as a whole went

into worker and peasant enterprises (gongnong ye). Of the

remainder, about 40% went to social welfare (22%), health

(6%) and education (14%). As Woon asserts, contributions to

social welfare are significant because it is these aspects

of the collective economy which have suffered the most as a

result of economic liberalization.

If overseas remittances are to continue to have a

leveling effect on income gaps in Guangdong, the qiaojuan

must give greater weight to the opportunities afforded by

emigration than to those offered by local investment. It is

difficult to predict what the climate for emigration will be

once Hong Kong is re-integrated with China in 1997. At

best, Guangdong residents will be competing with those from

Hong Kong also seeking to emigrate. Furthermore, as the

opportunities for investment within Guangdong grow, qiaojuan

may decide to stay.

Even if the qiaojuan emigrate, the distant qiaojuan are

likely to take their place as the dominant group. According

to Woon's figures, the income of these households was 1.66

times higher than the non-qiaojuan, giving them greater

capital for investment. Finally the fact that 82% of the

qiaojuan households owned shares in collective, private or

joint enterprises while 80% of the non-qiaojuan men were
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wage earners is an indication of social stratification

regardless of income.

My own observations made in the Zhongshan area in 1990

are that there are ample opportunities for investment.

Located in the fertile Pearl Delta region south of Guangzhou

and only 2 hours from Hong Kong by hovercraft, Zhongshan is

a city of modern hotels, high-rise condominiums, shops

filled with foreign goods and karaoke bars. The fortunes of

Zhongshan are tied to foreign investment, largely from Hong

Kong and to the contributions from overseas Chinese. In

Liao Ho, a relatively poor village, overseas Chinese have

built a school and less than one year after the Tiananmen

incident, a Hong Kong compatriot formerly from the village

opened a restaurant. It is the focal point for activity in

the village and because it has a telephone, serves literally

as a link to the outside. Very close to Liao Ho is a

nursing home built by overseas Chinese from the Netherlands,

a few of whom have chosen to retire in the land of their

birth. Others have chosen to purchase an apartment within

Zhongshan city itself. The Office for Overseas Chinese helps

visitors locate lost relatives and more importantly, claim

ancestral property. In many cases, these old homes are in

very poor condition and the overseas relatives are asked to

contribute funds towards restoration. These funds serve as

an important source of foreign exchange and income for those
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distant and direct qiaojuan households which are fortunate

enough to have been found.

Remittances have the potential for increasing social

stratification. This tendency may be minimized somewhat by

the investment strategies of the various types of

recipients. To the extent that qiaojuan have the option to

emigrate, the effect of remittances has been somewhat

offset. However, it is not clear that the next generation

of overseas Chinese with no direct ties to villages in China

will have the same commitment to finance schools and

hospitals, maintain ancestral graves and shrines or to

support increasingly distant relatives.

Foreign Investment and Trade

Twice a year, foreign businessmen descend on Guangzhou

for the Export Commodities Trade Fair. In the spring of

1990, tourism was still suffering the after effects of

Tiananmen. The activity generated by the Trade Fair brought

life to the otherwise deserted hotels. Security was tight

around the exhibition hall located in the northeast section

of the city and only those with passes could enter. Curious

throngs of Chinese peered through the iron gates and stood

on the pedestrian overpass connecting the hall to the

Dongfang and China hotels.
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since 1979, $7.3 billion in investments has poured into

Guangdong. The number of foreign contracts signed between

1984 and 1987 declined, but appears to have recovered

slightly in 1988 (see Table 4). If we take 1985 as an

exceptionally high year, there has been a steady increase in

the value of the contracts signed as well as a general

increase in the amount of foreign funds actually used. More

than 2 million Guangdong residents work for foreign joint

ventures.

Guangdong's success in foreign trade has been dependent

on support from senior leaders in Beijing and on the health

of Hong Kong's economy. But foreign investment and trade

may contribute towards widening the gap between rich and

poor areas of Guangdong.

Of the 7,662 contracts signed with foreign companies in

1988 (see Table 5), 28% (2,120) were for Guangzhou. About

one-third went to cities in the rich Inner Delta area,

Jiangmen (1,039), Foshan (752), Dongguan (506) and Zhongshan

(353). The special economic zones (SEZ), Shenzhen (694),

Shantou (684) and Zhuhai (351) received 22% of the

agreements. Only 15% of the contracts went to areas outside

Guangzhou, the Inner Delta and the SEZs. The average income

of the inhabitants of the areas signing the most agreements

was: Guangzhou 2,762 yuan, Shenzhen (including Baoan

county) 12,416 yuan, Zhuhai (including Toumen) 5,986 yuan,

and the four Inner Delta cities 3,302 yuan (see Table 6).
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In contrast, the six counties of Heyuan which signed only 35

agreements in 1988, have an average income of only 451 yuan.

Similarly, Shanwei had an average income of 861 yuan and

signed only 55 agreements. Thus foreign investment is

following the predictable pattern of flowing to already

advanced areas and further widening the gap between rich and

poor parts of the province.

In 1992 Guangdong Governor Zhu Senlin said that the

province would further open up inland and mountain areas.

The "key areas" to attract foreign investment were Daya Bay

in Huizhou, West District and Hengqing Island in Zhuhai and

Nansha in Guangzhou. Guangzhou, Zhuhai and Huizhou are all

relatively high income areas, although parts of Daya Bay in

Huizhou border lower income mountain districts. In 1988,

the value of foreign contracts which went to Guangzhou was

$527 million u.S. dollars, more than any other area of

Guangdong. The value of contracts in Zhuhai was $312

million, behind only Guangzhou, Shenzhen ($487 million) and

Foshan ($434 million). Huizhou signed 146 totaling $74

million. While Huizhou is not the poorest area of the

province, if the government is truly committed to opening

Daya Bay, it could benefit surrounding mountain areas such

as Huiyang and Huidong.
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Income Inequality in Guangdong

The Guangdong Province statistical Bureau compiles

income data across three regions: the plains (pingyuan),

the hilly areas (qiuling) and the mountains (shanqu). In

1988, the net income of the plains region was 1165 yuan per

person, in the hilly areas it was 738 yuan, and in the

mountains, 665 yuan. Between 1978 and 1988, the income of

the plains region increased by 949 yuan (average annual

increase of 18.4%), whereas in the hilly region income

increased by 541 yuan (14%) and the mountains by 506 yuan

(15.4%).[14] Although incomes grew at a slightly higher

rate in the poorest mountain areas than in the hilly

regions, in absolute terms it did not grow as fast. One

important source of income for mountain youths came from

construction jobs in Guangzhou, Shenzhen and Zhuhai, and the

Inner Delta. I~ 198'/ it was estimated that 3 million youths

found employment in such jobs and of these, 60 percent came

from mountain areas. In the late 1980s the typical mountain

village had over 10,000 construction workers representing

one out of every ten county households. Collective

construction workers became members of teams certified by

county construction bureaus. After deducting living

expenses, construction workers automatically sent the rest

of their income back to their families in the village. By

the late 1980s, a typical construction worker earned about
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200 yuan per month and sent half back to his family,

doubling their income. [15]

While the availability of construction jobs in

wealthier areas may contribute towards reducing the gap

between rich and poor areas of Guangdong, it also creates

the condition whereby poor immigrant laborers live in

enclaves within rich communities. According to Unger and

Xiong, laborers in places such as Chen village, Guangdong,

form a permanent underclass, denied all the privileges and

rights enjoyed by local citizens. [16] Furthermore, peasants

from the mountain areas of Guangdong, have come into

increasing competition for jobs with those from other areas

of China. In 1989, 2.5 million peasants came to Guangzhou in

search of a job. Unable to find jobs, 250,000 people were

reported to be camped out at the Guangzhou railway station

in February 1992.[17] Thus while initially, poor areas may

have been able to keep up with the rich areas by sending

able young men to work as construction workers, it appears

that such opportunities are diminishing and in the future

poor areas will fall further behind.

In 1986, the average income for the 25 poorest

counties, all of which were in mountain areas, was 394 yuan,

152 yuan lower than the average for the province. In 1988,

the average income of 25 poorest counties had risen to 579

yuan, 229 yuan lower than the provincial average. In both

cases poor areas earned about 72% of the average income,
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although in absolute terms, they fell further behind. In

summary, during the first decade of reform, poor areas fared

worse than the plains region in both relative and absolute

terms. In relative terms, they did slightly better than the

hilly regions and did not fall behind the provincial

average, but in absolute terms they fared worse than hilly

areas and fell even further behind the provincial average.

This is significant because in the post-Mao era, individuals

and areas which lack capital for investment can not develop

the types of industries and commercial agriculture which

bring high incomes.

The gini index of inequality for Guangdong rose from

.18 in 1978 to .31 in 1988. Between 1980 and 1985, the gini

index grew at about 6.7% per year, slowing to 2.2% between

1986 and 1988. In 1986, the gini coefficient for Guangdong

was .30, higher than the national average of .26.[18]

Although a gini coefficient under .4 is considered

reasonable by international standards, the fact that it is

steadily growing in the case of Guangdong is an indication

that without changes in the distribution policy, the gap

will continue to grow and become more serious in the future.

In 1978 the lowest 20% of the population held 11.5% of

the income. In 1985 the lowest 20% of the population held

only 9.3% of the income. In contrast, the highest 20% of

the population held 32.3% of the income in 1978 but in 1985,

they held 39.2% of the income (see Table 7). Thus the share
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of income held by the wealthiest groups in Guangdong is

increasing, while that held by the poorest group is

decreasing.

Nominal incomes have grown in Guangdong since the

introduction of economic reforms. Data from annual

investigations of households in the province (see Table 8)

demonstrates that whereas in 1980, 27.8% of the households

surveyed had incomes less that 200 yuan per year, in 1988

only 0.4% were in that category. At the upper end of the

spectrum, in 1980, 0.2% of the households earned 1000 yuan

and above whereas by 1988 the figure had risen to 24.4%. In

1980, 66.7% of the families surveyed earned between 200 and

500 yuan, but by 1988 half the families earned between 500

and 1000 yuan. However, the gap in income between highest

20% and lowest 20% increased from 198 yuan in 1978 to 744

yuan in 1985. TaYing the average income for the average per

capita income for the lowest quintile as 1, in 1978 the

ratio was 2.8:1, rising to 4.2:1 in 1985.[19] From the

income data it is clear that inequality increased in

Guangdong during the first decade of reform and that the gap

is continuing to grow.

Finally, there are indications that certain individuals

are able to capitalize on their positions for their own

benefit as well as that of their communities. Yong Lisong,

the Deputy Mayor of Dongguan City, is the Managing Director

of the Fook Man Development Company, a Hong Kong-based firm.
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He also sits on the board of three other companies based in

Hong Kong and is part owner of a 500-room hotel in Los

Angeles. Yong has moved pUblic money abroad, set up

"foreign" firms and reinvested some of the money back in

China. This allows the firms to avoid taxes and circumvent

government regulations regarding loans and export licenses.

Recently, Fook Man secured a $90 million foreign loan to

build a power plant in Dongguan.[20]

Li Xiushen, founder of the Zhanjiang Home Appliance

Company, was an army officer who was later appointed Party

Secretary in a small collective hardware factory. In 1973,

five years prior to economic reform, Li hired an engineer

who helped him produce fluorescent light fixtures for Hong

Kong. Li, who had served as a Party Secretary in the

Zhanjiang branch of the People's Bank of China, was able to

secure a large loan to purchase equipment from Hong Kong.

In 1980 another loan helped the factory move into the rice

cooker market. By the late 1980s Zhanjiang Home Appliances

began producing refrigerators, earning an annual income of

500 million yuan. Although Li's skill as a manager and

entrepreneur was an important factor in his success, his

position as Party Secretary and his knowledge of party and

government organizations were equally important determinants

of his ability to transform a small collective factory into

a large successful industrial enterprise.
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Li Jingwei built the Jianlibao drink company on the

basis of a small beer factory in Shanshui. For Li, the

break came when he was able to produce a health drink for

Chinese athletes participating in the 1984 Olympics. Li's

personal relationships provided him with the information

necessary to build Jianlibao into a successful company. A

few independent households have become successful producing

ducks for restaurants in Shenzhen and Hong Kong,

manufacturing clothing and operating specialty restaurants.

But the majority remained small, their growth limited by the

ability to secure loans, land and building use, control over

key resources and foreign currency, permission to engage in

foreign trade and access to information, all of which were

dominated by state and party officials. One survey of

highly successful petty businesses in the province found

that 60 percent were led by former soldiers. (21)

These examples of successful Guangdong entrepreneurs

described in detail by Ezra Vogel indicate that while

managerial skills, the ability to respond to market

opportunities and the willingness to take risks are

important factors in determining the success of

entrepreneurs, personal relationships were equally

important. Personal relationships work to the advantage of

those already in power, particularly party cadres and former

army officers. Cadres can use their knowledge of party and

government organizations to secure loans and permits, as
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well as obtain permission to engage in foreign trade. In

addition, cadres have more information as to market

conditions. Finally, all of the individuals described by

Vogel used capital earned from early successes as the basis

for expanding into new markets. In the 1990s it will be

even more difficult for those who have not yet gotten rich

to catch up.

Programs to Address Rural Poverty

The provincial governmental approach to the problem of

rural poverty follows the pattern set by the national

government. Beginning with the assumption that rural

poverty is due to differing factors of production between

regions, it recommends policies designed to raise the level

of production. Noting that incomes are lowest in the

mountain counties, the strategy has been to assist these

areas with programs to develop industries such as mining and

forestry, to improve the transportation infrastructure, and

to develop commercial agriculture.

Roughly 70% of Guangdong is mountainous or hilly.

Administratively, "mountain counties" refers to 47 counties,

covering 55% of the land area of the province. In 1986,

they had 21.6 million people, 34% of the provincial

population (including Hainan Island). They then produced

only 9.2% of the gross value of production of the province,
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had only 5.4% of the investment capital, and took in only

8.3% of local fiscal income. [22] In 1988, the 25 poorest

counties had a population of 10.6 million people, 18% of the

population of the province (not including Hainan Island).

Of these, 780,000 people or 7.3% did not have enough food

and clothing. The average net income of the 25 counties was

579 yuan per person. [23]

One strategy of the Chinese government has been to

develop forest and mineral resources in the mountain areas.

However, conflicts have emerged between the state and

peasants over land use rights. Even under collectivization

there were instances in which peasants encroqched on land

claimed by the state to gather wild fruit, herbs and brush

for firewood. with more opportunites to sell these items in

the post-reform period, the conflicts between peasants and

the state have intensified. The most well-known dispute

occurred in Shaoguan over the Dabaoshan mine. Peasants were

unhappy with the pOlicy of hiring army veterans and

outsiders instead of local peasants. In addition, the mine

refused to pay compensation for land which had been

confiscated. When peasants began stealing chunks of ore,

the mine posted guards. The peasants responded by blocking

village paths leading to the mine. After a child was shot

by a guard at the mine, the matter was taken to court and

the mine was ordered to pay financial restitution to the
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family and to local peasants who had been using the land the

state had appropriated.

Similar conflicts occurred over the use of forest

reserves. Concerned with the massive depletion of forests,

the state and provincial leaders are attempting to implement

conservation policies to resolve the problem of soil

erosion. This conflicts with the desire of local peasants

to capitalize on the market demands of the province's

growing construction industry. Of Guangdong's 12 million

acres of forestland, the largest concentrations are in

Heyuan (182 thousand acres) and Meizhou (182 thousand

acres), two of the poorest counties in the province. For

peasants in these areas, forest reserves are an important

source of potential income.

Between 1981 and 1983 forest land in Guangdong was

divided into three categories: state land, collective land

and private land. In Huaiji Commune the total amount of

forest land assigned to each team was about 13.5 mu per

person, of which 1.0 mu per capita was assigned as private

mountain land. Each household drew lots for the land and

received a certificate, awarding the land in perpetuity. In

order to encourage peasants to follow birth control

policies, the plot assignments were to remain the same no

matter how many members the household had. Villagers still

had to get permission from the village or township office to

cut down the tr.ees on their land. Collective land was
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contracted out to small groups or households for anywhere

from 30 to 50 years. Income went primarily to the

household, with some going to the collective and about 7% to

the state as taxes. Workers in the state forests received a

salary, but even here responsibility was sometimes

contracted to small groups and households.

Some peasants, fearing that the government would change

its policy and again take back the land, rushed to cut down

the trees and sell them. There were similar problems with

the post-reform approach to mining. Peasants living near

mines were given tracts of land which did not require large

groups or heavy machinery to extract the ore and were

allowed to sell the ore or rocks to state factories or on

the open market. Peasants were able to sell ore on the

market at lower prices than that accepted by the state

factories, which operated on fixed costs. As a result,

conflicts emerged.

While the state is correct in recognizing that mining

and forestry are industries which can potentially bring

revenues into the poor mountain areas, implementing the

policy has been difficult because it conflicts with other

state interests. Encouraging peasants to earn income from

forest products conflicts with the desire to conserve forest

land and prevent soil erosion. Allowing peasants to collect

and sell ore and rocks at lower prices than the state

factories, creates further problems for those enterprises,
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which are already under pressure to compete with the private

sector.

In November 1984 Guangdong announced the formation of a

"mountain area leading group" to improve the economies of

the thirty poorest counties of the province. The goal of

the program was to raise the minimum standard of per capita

income from 120 yuan per year to 200 yuan by 1989. Some

funds were allocated, but the focus of the program was to

provide personnel to help local areas respond to

opportunities. These officials were required to spend time

in the poorest villages, investigating the conditions and

assisting them with writing proposals and presenting them to

provincial departments for funding.

Among the projects implemented during this time was a

ramie (yarn) factory in Lechang. The factory which cost 27

million yuan, employed several thousand people and provided

income to neighboring farmers who could grow ramie on the

rocky soil. In the nearby Dongshan village (Shaoguan

County) officials assisted villagers with planting trees and

raising chickens in addition to ramie. In 1987 Dongshan had

a population of 11,658 with an average per capita annual

income of 118 yuan. Officials had a bUdget of 80 thousand

yuan, which comes to only 6.7 per yuan person. In Guangning

County, income was raised through the development of the

printing industry which used local resources such as pine

tree products and bamboo for paper and plants for ink.
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These projects have been helpful in identifying

possible sources of income for the poor mountain areas, but

they do not address the more serious problem of attracting

capital. In the post reform period banks have replaced

government units as the source of investment funds.

Motivated by a desire to reap maximum benefits from their

investments, banks are reluctant to provide loans to remote

mountain areas considered to be a poor risk. In addition,

since poor areas have fixed educational and infrastructure

expenses, they have to tax their few industries at a

relatively higher rate. This compounds difficulties in

generating capital for reinvestment.

Meixian had developed coal, metallurgy, machinery,

chemical and car part industries, but they were operating at

a loss and drained provincial resources. As a consequence,

Meixian county had little money to invest in either local

collective or state enterprises. Following a severe flood

in July 1986, funds were allocated for pUblic work projects

which resulted in two new bridges and some new roads.

However, pUblic funds were also used for erecting buildings,

offices, cadre apartments, and for purchasing vans for city

officials rather than for the modernization of industry. [24]

The Guangdong Provincial government has made some

progress in addressing the problem of widening income gaps

between regions by identifying and targeting the poorest

areas and recognizing potential sources of income for those
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regions. without these efforts on the part of the

government poor areas would have fallen even further behind.

Nevertheless, "help the poor" programs have been less than

successful for several reasons. First, there have been

conflicts between projects to assist poor areas and other

state interests. The desire to develop a forestry industry

in the mountain areas conflicts with the state goals for

conservation of natural resources. Second, there are often

conflicts between state enterprises and local peasants over

ownership rights to mines and forests. Third, the proposals

do not address the critical problem of attracting capital to

poor remote areas considered to be a financial risk. The

post reform emphasis on local self-sufficiency and the

failure to commit adequate government funds to build

industries in these areas compounds problems in raising

capital. Finally, the post reform emphasis on efficiency

has led to a closure of both state and rural collective

industries which provide an important source of non

agricultural income for poor areas.

Conclusion

Guangdong Province has been able to capitalize on its

unique ties to Hong Kong and overseas Chinese to attract

foreign capital and investment. As a result, incomes have

grown much faster in Guangdong as a whole and the province
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has become a showplace for the rest of the country.

However, income growth has not been evenly distributed among

households or regions.

The government attributes the growing income gap to

differences in the factors of production among regions.

similarly, in the government view, households whose incomes

have not kept pace with their neighbors are either lazy or

lack labor power. Government-sponsored studies have

identified poor areas and suggested possible sources of

income, but they fail to address the problem of attracting

and generating sufficient capital. In a system which now

emphasizes self-reliance on the part of localities and

rewards efficiency, poor areas are viewed as a financial

risk. Banks and foreign institutions prefer to invest in

Guangzhou, the SEZs or the Pearl Delta regions, rather than

the poor mountain areas.

Furthermore, the desire to help poor areas is only one

of many competing government interests. While development

of a lumber industry is advantageous to the peasants of

Meixian county, it conflicts with conservation policies. In

addition, there have been conflicts between peasants and the

state over ownership of forests and mines. It is not enough

to simply identify possible sources of income; the

government must also present clear and specific strategies

for developing these resources in poor areas. Furthermore,

it must be willing to commit the funds necessary to create
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the infrastructure and develop the industries. In the most

extreme cases, villages lack even roads and electricity.

In terms of absolute income, poor areas appear to be

better off than they were in the pre-reform period. Most of

these areas were behind prior to reform. In the past ten

years however, they have fallen even further behind. Unable

to compete with the Delta areas for capital, they are unable

to develop the industries necessary to close the income gap.

To the extent that there is little economic incentive for

the government to subsidize inefficient state and collective

industries in poor areas, mountain villages are worse off in

the reform period. Although the income gap expressed in

terms of the gini coefficient may not appear to be serious

at present, all indications are that it is growing and could

become serious in the absence of active governmental

intervention.
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CHAPTER 6: RURAL REFORM IN SICHUAN

In the spring of 1990 it took five hours to make the

100 mile bus trip from Leshan to Chengdu. On one trip the

bus stopped in Pengshan where 200 squawking ducks were tied

by their feet to the top of the bus. White feathers flew in

the wind like snowflakes as the bus continued on its dusty

journey over the partially paved roads. Four hours later,

outside Chengdu, the ducks were roughly lowered from the top

of the bus by ropes, hosed off, loaded onto the waiting

three wheeled carts and taken to one of the thriving free

market centers. Miraculously most of the ducks survived.

Despite the slight inconvenience to the passengers,

transporting live ducks to market via pUblic bus resolves

problems of refrigeration, storage, and eliminates the need

to purchase trucks. Furthermore, it appeals to the Chinese

preference for fresh meat. Left to their own devices the

peasants of Pengshan have discovered a viable solution to

the problem of transporting ducks to markets in Chengdu.

Located in southwest China, Sichuan is the largest and

most heavily populated province, with 103 million people.

Of these, 75 million live in rural areas, most around the

fertile Chengdu Plain. In contrast, the sparsely populated

mountainous areas of western Sichuan are home to people of

Tibetan ancestry. There are 15 different minority groups

living in Sichuan, comprising about 8% of the population of



the province. As elsewhere in China, many of them live in

poor mountainous areas.

Life in Sichuan moves at a much slower pace than in the

urban areas of eastern China. Bound on three sides by

mountains and on the southeast by the Yangzi river, Sichuan

has a reputation for independence and isolation. Monks

actively worship in monasteries that have somehow survived

time and political upheaval. In the parks of Chengdu old men

carry birds in bamboo cages, stopping in a teahouse for

conversation over stone flower tea. Pandas roam the remote

mountains of the Wolong Nature preserve west of Chengdu, in

search of bamboo. On the outskirts of Chengdu is a cottage

where the 8th century poet Du Fu sought refuge and wrote

over 200 poems on the sufferings of the people.

However, Sichuan is also the province of rebellion,

home to army leaders Deng Xiaoping and Chen Yi. According to

an old saying, Sichuan was the first province to experience

turmoil, the last to restore order. Mao once noted that

areas known for hot food tend to produce revolutionary

leaders, and Sichuan, famous for its mouth- searing cuisine,

bears out the observation. In the small private restaurants

of the post reform period, patrons dine on noodles swimming

in chili oil, eggplant or tofu, cooked over a charcoal grill

and downed with beer served in soup bowls.

Ten years after nearby Xindu county became one of the

first to dismantle the commune and implement the
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responsibility system, a statue of Mao stood in front of

Chengdu's soviet-style exhibition hall. with his arm

raised, he kept a watchful eye on the foreign guests staying

in the Jinjiang or Minshan hotel.

sichuan in Historical Perspective

According to David Goodman, Sichuan's historical role

has four interrelated parts. First, during periods of

weakened central authority, Sichuan has been a separate and

almost independent state. In 1921 isolationist elements

issued a Declaration of Independence, but th~ subsequent

division of the province into five warlord garrison areas

destroyed the concept of a unified, independent Sichuan.

Each area had its own administration, currency and raised

its own taxes.

Second, Sichuan served as a refuge from disorder in

other parts of China. Immigrants kept emotional ties to the

province of their ancestors through temples, ancestral halls

and tablets, some of which survived until the Cultural

Revolution.

Third, sichuan was an important supply base and staging

area for military conquest. From 1938, Chongqing, on the

Yangzi River in southeastern sichuan, served as the capital

of the Republican government. This role was hampered by the

poor transportation infrastructure prior to 1949. Roads
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were unsuitable for wheeled vehicles and the only railroad

was a short narrow-gauged coal train north of Chongqing. A

railway connecting Chengdu and Chonqing opened in 1952, but

even today it takes 11 hours to make the 329 mile journey.

Finally, Sichuan has traditionally been the economic and

cultural center of southwest China. [1] Since the third

century, Sichuan has been a major grain center. Today,

surrounded by the extremely poor provinces of Guizhou,

Yunnan, Qinghai, Gansu, and Shaanxi, it is hoped that

Sichuan will become the springboard for the development of

the southwest region.

Although opium poppies did not replace the summer rice

crop, they were an important source of revenue for the

warlords who used the lanjuan tax to force peasants to grow

poppies. The crops were purchased from cultivators at low

prices and transported down the Yangzi to Shanghai, where

they were sold for a profit or exchanged for surplus World

War I weaponry from Western companies. Because the yield

from grain was insufficient to meet the tax burden, many

peasants were forced to grow poppies. [2]

In 1937, partly as a result of two years of abnormally

low rainfall, Sichuan suffered from a devastating famine.

Geographic isolation made it impossible to import grain from

areas outside the province. It has been estimated that food

consumption decreased from an average of 2115 calories

during the 1931-1936 period to 1467 calories in 1937.[3]
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sichuan was one of the last provinces to be conquered

by the PLA, with both Chonqing and Chengdu falling two

months after the formal establishment of the PRC. As late

as 1952, only 7 percent of the villages in the Southwest

Administrative District had CCP organizations. Despite

rapid expansion of the party, in 1956 Sichuan had the

smallest (proportionate to population) CCP of all the

provinces. Nevertheless, except for the temporarily

exempted national minority areas, land reform in Sichuan was

completed by May 1952.

In MaGaoQiao village, 50 miles northwest of Chengdu,

because they had more children, the three landlord families

ended up with titles to more land than the 15 poor peasant

families. The situation was rectified by giving the poor

families reserved area land corresponding to former temple

lands and clan holdings. Despite land reform, the gap

between peasants increased. Middle and rich peasants did

not have land confiscated during land reform and had more

capital to invest in cash crops such as tobacco. As a

result, they were able to raise their incomes faster than

the poor peasants who lacked labor power and money. [4]

In response to the emerging inequality, Sichuan formed

lower level co-operatives, following the national pattern

until 1956. In MaGaoQiao middle peasants were pressured

into joining the co-ops by the poor and lower middle

peasants who controlled water rights. In addition, when
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fertilizer was available, the Supply and Marketing Co

operatives gave first preference to the co-ops. Grain

collecting stations sometimes turned down grain from non-APC

households as inferior in quality or too damp. [5]

From statistical data for the first half of 1956, it

appears that Sichuan lagged behind the rest of China in the

formation of HAPCs. In June 1956, 29% of peasant households

in China were in LAPCs, 63% in RAPCs. In Sichuan, 69% were

in LAPCs while only 7% had formed RAPCs. Guangdong was also

behind the rest of China, but still ahead of Sichuan. In

Guangdong 48% were in LAPCs, while 44% had formed RAPCs. By

November however, both Sichuan and Guangdong had over 80% of

peasant households in HAPCs, a figure which conforms to that

of China in general. [6]

Speaking to the National People's Congress in 1956,

Governor Li Dazhang cited three reasons for Sichuan's

apparent backwardness. First, cadres had hastily formed

large co-operatives (da she) with several thousand

households. After June 1956, these co-operatives were

dismantled and not recognized statistically as part of the

co-operatization movement. Secondly, emphasis had been

placed on raising production rather than forming co-ops.

Finally, northwest sichuan had suffered from torrential rain

resulting in flooding and destruction of crops in some

areas.
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In sichuan large co-operatives were formed to undertake

large-scale operations. Unlike the later communes, they did

not include anything beyond agricultural production. The

co-operatives proved difficult to manage and by December,

they were replaced by RAPCs. Goodman believes that in

forming the large co-operatives, Sichuan leaders thought

that they were conforming to Mao's policies which on two

occasions in 1955 called for the establishment of large co

operatives. Re notes that sUbsequently, Sichuan leaders

were actually praised for having formed large co

operatives. [7]

Concerned primarily with State-provincial relations,

Goodman fails to recognize the difference between

distribution of income in LAPCs and RAPCs. In the LAPCs

distribution was based on the amount of land and production

inputs a household contributed, so it tended to favor rich

and middle peasants. Under the RAPCs distribution was based

on labor which favored poor peasants. While it is not clear

what sort of distribution took place in the large co

operatives formed in 1956, they were ultimately replaced

with RAPCs. This would indicate that for Sichuan the

transition from LAPCs to RAPCs was particularly difficult,

presumably as a result at least in part of resistance from

middle and rich peasants. This is borne out by the comment

made in MaGaoQiao that though lithe party does not talk about

it anymore, it was all part of a serious class struggle."[8]
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The period of the GLF (1958-1960) brought a shift in

emphasis from the agricultural development of Sichuan to

industrial development. This coincided with the national

government strategy to locate industries inland as a

response to the military threat from the United states and

Taiwan. Chongqing, Chengdu and Xichang were cited as

centers not only for the development of Sichuan, but for the

entire southwest region. Whereas in 1958, development funds

were locally generated, in 1959 and 1960 nearly half of

Sichuan's funds came from central government sources.

Communes began to emerge in Sichuan in early 1958 and

the process was completed by the end of September, only one

month after they were officially endorsed by the Beidaihe

resolution. Mao's decision to launch the GLF may have been

influenced by a visit to the Hongguang Commune in Pixian

which was established in April 1958. The communes were

administrative and social organizations in their own right

and featured collective ownership, communal dining rooms and

small-scale industry.

It appears Sichuan took the lead in forming communes.

In Guangdong for example, communes were first formed in

September 1958 and the process was not completed until

December, two months after Sichuan. Goodman argues that

Sichuan followed a radical path because its leadership was

closely aligned with Mao. While this is certainly

significant, it also plausible that lacking opportunities
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for individual enrichment, it was easier in sichuan to

"persuade" rich and middle peasants to join collective forms

of organization. In addition, the struggle with middle and

rich peasants over the formation of the HAPCs may have

sufficiently weakened the strongest opponents of

communization. In Guangdong, many peasants maintained ties

to Hong Kong or overseas relatives creating opportunities

for enrichment outside the collective. In fact it was

precisely these ties which came under attack during the GLF

and other radical periods.

As late as 1990, some forms of collective organization

were still in operation in sichuan. For example, canteens

continued to operate at Sichuan University and food coupons

were accepted as payment by private vendors operating

outside the university gates. In contrast, at Zhongshan

university in Guangzhou, private vendors operated

restaurants right on campus.

It appears that Sichuan held to more radical forms of

commune organization. Although Mao advocated decentralizing

management to the team level in 1958, in Sichuan, the

brigade remained the major level of management until the end

of 1961. Similarly, Sichuan was slower to restore private

livestock and land, and sidelines remained under collective

(team) ownership until 1963.[9J

In shifang county peasants mobilized to build a

railroad to haul iron ore from nearby Dragon Gate mountain.
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Initially the canteens were able to provide free food for

everyone, but as more and more able bodied workers left to

mine iron ore or work at the steel blast furnace,

agricultural production fell. To make matters worse, local

cadres falsified production figures, leading to higher

quotas and an export of grain. As a result, Endicott

estimates that as many as one in ten people died. [10] The

experiences of MaGaoQiao were replicated on the provincial

level. Bramall argues that 1959 net grain outflows

increased in absolute terms despite the fall in output. He

asserts that the infant mortality rate of 40 per 100 live

births was the same as the great famine of 1937.[11]

Although Sichuan may have been slow to restore private

property, by 1963 private plots and livestock had been

returned to the households. In MaGaoQiao pig raising was an

important part of the family economy. Aside from the cash

income, pigs provided manure to fertilize family plots.

During the cultural Revolution, radicals pointed out that

about 20 percent of the families did not have sufficient

capital to raise pigs, thus private pig raising was

contributing to inequality in the village. In addition,

families used the manure from pigs on their own private

plots rather than contributing to the collective. Attempts

to collectivize pig raising proved inefficient. Raised in

the family compounds, pigs were fed table scraps and,

isolated, they tended not to spread disease. After
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collective pens were constructed, pigs fattened slowly and

disease took its toll. Deprived of cash income, peasants

lost enthusiasm for the new system. Under a compromise,

families received grain coupons and work points in return

for delivering pig manure to collective fields. Boars and

sows remained under collective ownership and piglets were

given free to poor families. A portion of collective land

was used to grow turnips for fodder. [12]

In the mid 1960s Junction commune implemented a system

of remuneration based on household contracts. Fearing it

would lead to greater inequality and a revival of class

interests, Mao criticized the system and advocated the

Dazhai method of rewarding laborers on the basis of personal

rating and time worked rather than piece-work. In Junction

commune this work point system lasted from 1967-1971.

In comparison to Guangdong, the historical experience

of Sichuan has been one of geographic isolation. Whereas

Guangdong's uniqueness lies in ties to emigrant communities

in Hong Kong and the west, Sichuan has been a place of

refuge, attracting Chinese from other regions including

Guangdong. Guangdong had some early experience with the CCP

rural organizations during the 1920s. In Sichuan, the CCP

merely passed through during the Long March and did not have

opportunities for rural organization. However, despite the

fact that Sichuan was slow to form CCP organizations, land
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reform was completed in May 1952, nearly one year before

Guangdong.

There may have been more inequality of land

distribution in Sichuan than Guangdong prior to land reform.

In Panyu County, Guangdong, landlords and rich peasants made

up 11.6% of the households and owned 49.6%, while poor

peasants and landless laborers made up 67.5% of the

households and owned 22% of the land. In MaGaoQiao village,

landlords and rich peasants made up 22% of the households

but owned 84% of the land, while the poor peasants making up

42% of the households owned no land at all (see Table 9).

Both panyu County and MaGaoQiao village in Shifang county

lie in relatively rich delta areas and had higher rates of

tenancy. Based on the above evidence, it does not appear

that inequality of land ownership was a factor contributing

to the fact that Sichuan achieved land reform before

Guangdong.

Furthermore, there were no CCP members in the entire

county of Shifang prior to 1950, and Sichuan province itself

had relatively few party organizations. In contrast to the

neighboring areas of north China, the infrastructure to

carry out land reform did not exist in most areas of

Sichuan. In addition, Sichuan was one of the last areas

captured by the CCP. In MaGaoQiao, land reform was

initiated by PLA soldiers from outside the village. As in

Guangdong, they had to overcome the reticence of poor
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peasants, many of whom had clan ties, sex roles or

generational obligations to landlords and rich peasants.

Therefore social structure can not entirely account for the

difference between land reform in sichuan and Guangdong.

The major difference between the two areas is that

Guangdong, in particular the delta region around Panyu

County, was highly commercialized. Rich peasants and

landlords engaged in commercial and small-scale industry

outside the village and overseas Chinese owned about one

fifth of the land in the province. As was discussed in

Chapter 4, from 1949 until China's entry into the Korean War

in 1950, the CCP followed a lenient policy towards people

engaged in commerce so as not to further disrupt the

economy. Chongqing in eastern sichuan was opened as a

British port in the late 19th century, but trade and travel

were limited to the river system. opium and tobacco were

grown commercially, but in general most of Sichuan was much

less integrated into the outside economy than Guangdong.

Therefore, class interests were more easily defined and land

reform was completed earlier.

While Sichuan and to a lesser extent, Guangdong, may

have been initially slow in forming RAPCs, both provinces

completed the process by the end of 1956. From early 1958

Sichuan began to take the lead in forming communes, thus

moving to higher forms of collective organization. In

addition, Sichuan tended to adopt more radical forms of
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commune organization and was slower to retreat from these

forms in the period prior to the Cultural Revolution.

certainly one important factor was the close relationship

between Mao and both Governor Li Dazhang and Provincial

Party Secretary Li Jingquan. In addition, Sichuan's

experience with large co-operatives as early as 1955 gave

peasants at least some experience with large-scale economic

organizations. Finally, in Guangdong, there were more

opportunities for rich and middle peasants to personally

benefit from their increased capital, so perhaps they were

more resistant to HAPCs and communes which rewarded labor

and not ownership of the means of production.

Post-Mao Reforms

Ironically, Sichuan, which took the lead in the

formation of communes, was one of the first to begin

dismantling them. Under the leadership of Zhao Ziyang,

Xindu county, just outside Chengdu, began experiments with

privately farmed plots and free markets immediately after

the Third Plenum in December 1978. Largely as a result of

his work in sichuan, Zhao was eventually elected General

Secretary of the CCP in 1987. Hailed as the "architect of

reform", Zhao's political career suffered a serious setback

two years later when he expressed sympathy for student

dissidents. It must be remembered, however, that Zhao began
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his political career in Guangdong, where as First Secretary

of the provincial party he criticized local cadres for

taking a lenient approach towards land reform.

Bramall, who has studied living standards in sichuan

from 1931-1978, found that annual average per capita output

(1978 prices) increased about 0.6 percent. Immediately

after he became provincial party secretary in November 1975,

Zhao took measures to remove restrictions on cash crop

production, yet by 1978 this sector had grown at a rate of

only 3%. However, the fact that Sichuan was able to achieve

a small increase in real per capita output in the face of

rapid population growth is impressive. [13] Furthermore,

according to Chinese figures, during the 1976-1979 period

per capita grain consumption increased from 184 kg. to 261

kg., while the total value of output increased 61%, of which

the agricultural sector increased 58% and the industrial by

64 percent. [14]

Compared to the other provinces of China, Sichuan's per

capita national income was very low throughout the Maoist

period. In 1978, it ranked 24th out of 28 provinces

(including the three Autonomous Municipalities, Beijing,

Tianjin and Shanghai) and at 207 yuan, was well below the

national average of 315 yuan. Guangdong in comparison, was

10th with a per capita national income of 313 yuan. Anhui,

the other province to begin early experimentation with rural

reform, had an average per capita income of 208 yuan,
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ranking just ahead of Sichuan. [15) Thus on the eve of

reform there was some concern that in sichuan production was

not keeping pace with rapid population growth and changes

were required to stimulate the economy. Unlike other poor

provinces which were landlocked or covered with deserts and

mountains, Sichuan had a large fertile plain, a long growing

season and ample rainfall.

The first three counties to begin implementing rural

reforms were Xindu and Guanghan, north of Chengdu and

Qionglai to the southwest. All are within 50 miles of

Chengdu, and thus could rely on the urban markets to

stimulate demand for production. As early as 1980, Zhan

Xiang Commune in Qionglai was dissolved and all economic

functions assumed by the brigade, which was renamed the

Phoenix corporation. The five production teams were merged

and reorganized into four companies specializing in

production of cereals and oil bearing crops, collective

sideline occupations, industrial production and marketing.

Initially, 187 of the 201 families owned at least two shares

of the corporation. The largest holding was 20 shares and

60 households owned more than ten shares. From 1979 to the

first half of 1982, over 80% of total investments came from

retained profits, 15.7% from the issue of shares. sixty

percent of the land was distributed to households on the

basis of the size of the labor force, 40% on a per capita

basis. Total income per head nearly doubled from 340 yuan
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in 1979 to 674 yuan in 1981. However, this was a result

primarily of the increase in collective distributed income

which rose from 225 yuan to 503 yuan. In contrast, private

income increased by only 56 yuan and in 1981 comprised only

25% of total income. Furthermore, the dramatic increase in

incomes was due to the transformation of the economy from

agriculture to industry. Whereas in 1979 about 95% of

output originated in agriculture, by 1981 it was only

9%.[16]

Guanghan followed a slightly different pattern from

Qionglai. In September 1981, commune level enterprises

became corporations and entered into joint v~ntures with

other units such as village level enterprises (formerly

brigade enterprises), industrial corporations or co

operatives from other villages. The Jinan Joint corporation

for example, amalgamated 28 commune level enterprises in Xi

wai Commune. The corporation is owned by shareholders and

there are two different types of shares. The first are

shares equivalent to the fixed assets of the enterprises

transferred from the commune. They are owned by the teams

(now co-operatives) based on population and land area. The

shares can be transferred, but not encashed. In addition to

these shares, the corporation sells new shares to co

operatives and villages. Less than 1% are owned by private

investors. Under this type of arrangement, poorer co

operatives are at a disadvantage because they are limited to
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their original shares. In addition the policy of Jinan was

to hire unemployed youths of the city rather than recruiting

workers from the original co-operatives. [17] This policy

denied poor rural families a potentially significant source

of income.

By 1985 per capita income in Guanghan had risen to 602

yuan, well above the provincial average of 484 yuan for the

same year and only 72 yuan below the average for China as a

whole. In the interest of attracting foreign investment,

county officials undertook the construction of a ten-story

hotel and convention center in the county seat. The project

cost three million yuan. Funds were raised through loans

from local peasant investors as well as through loans from

banks in the poorer minority areas of Aba and Ganzi. One

effect of this project noted by Vivienne Shue was that it

came into competition for capital with smaller factories and

enterprises located in the towns and villages throughout the

county. In Shue's estimation, the main concern of county

officials in Guanghan was to concentrate financial resources

in their own hands, to find the cheapest credit sources for

their own competitive advantage, and then to invest and

reinvest for a quick profit. [18]

Interestingly, Endicott reports that villagers in

MaGaoQiao, only 17 miles from Guanghan, were reluctant to

give up collective farming. Among the objections expressed

as late as 1981 were: 1. Fears that private farming might
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lead to conflicts over access to water; 2. Some families

might receive better quality land than others; 3.

Conflicts over use of tractors still owned by the

collective and 4. Families lacking able bodied workers

feared the loss of security provided under the collective

system. Peasants did benefit from increased prices paid for

agricultural goods and increased state investment in

agriculture which provided chemical fertilizer. The

peasants were willing to experiment with smaller

responsibility groups which linked payment more closely to

work done. [19 ]

It was not until September 1982 when orders came from

the county Party Secretary that MaGaoQiao village began to

divide up collective land. A few cadres were able to get

buffalos or tractors for themselves or family members.

Those who got only land and a few small tools were most

"shaken up", according to Endicott. The collective retained

control over the two large tractors, which no one could

afford to purchase, and rented them to the highest bidders.

Other collective enterprises such as the fish ponds, bean

curd mill, restaurant and agricultural machine repair

station were leased to the family able to pay the highest

annual rent. Barefoot doctors were contracted for the

brigade medical clinic and ran it on a fee basis. The entire

process took less than one month. [20]
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The contracts pledged "support" for poor families, and

subsidiary contracts limited the amount that could be

charged for irrigating land. Tractor owners, who used their

machines for transportation business, signed an agreement to

be available for ploughing in October, February and May. In

addition because the party had monopoly control over diesel

oil, tractor owners could be forced to abide by the

agreement. In 1986 MaGaoQiao village decided to join with

the state-owned Chemical Fertilizer Machine Factory and the

township's Rural Enterprise corporation to build a small

steel rolling mill. When completed, the factory would

provide 150 jobs, including 30 to graduates of lower middle

school from families with the lowest incomes. [21]

By the first half of 1983, 99% of the teams in sichuan

had adopted the contract responsibility system based on

households. Of these, 11% were specialized households. The

dismantling of the commune followed different patterns,

depending on local leadership, the strength of the

collective, the types of commune and brigade industries and

on the ability of households to purchase shares. The goal

was not only to increase production, but to diversify

agriculture and strengthen rural industrialization.

In comparison to the other provinces and municipalities

which adopted rural reforms relatively later, Sichuan's per

capita national income remained low. In 1987 Sichuan ranked

25th among 29 provinces (including the three Autonomous
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Municipalities). The average per capita national income was

602 yuan, 30% below the national average of 872 yuan.

Although this is slightly better than 1978 when the average

per capita national income was 34% below the average for the

nation, Sichuan's position in the national economy remained

essentially the same. Guangdong in contrast rose from 10th

to 7th place and at 1122 yuan was about 29% above the

national average.

Income Inequality in Sichuan

Initially, the Production Responsibility System did not

lead to income inequality in Sichuan. Comparing the per

capita distributed collective income in the Phoenix Brigade,

Keith and Kimberly Griffin found that the gini index in fact

decreased slightly between 1977 and 1981. They report

similar findings for brigades in Yunnan and in all cases the

gini index of inequality in 1980-1981 was below 0.25. Even

more surprising is the admittedly tentative conclusion that

the private sector helped to reduce inequality. The

Griffins' argument is based on the finding that private

income is inversely related to the level of collective

income per capita. [22]

The work by the Griffins merits close attention. The

data on the leveling effect of private income comes

primarily from a study of a wealthy commune in Jiangsu,
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which earned 80% of its income through industry rather than

agriculture. Thus it is not necessarily reflective of the

pattern throughout China. Furthermore, even though the

percentage of income earned in the private sector was

slightly higher in the lowest income bracket, in absolute

terms, on average, the person in the highest income bracket

earned 81.7 yuan from the private sector while the person in

the lowest earned only 34.6 yuan. If private income is to

have an equalizing effect, low income families would have to

earn sUbstantially higher incomes through private activities

than high income families, but in fact the opposite is true.

Thus the conclusion that private income has ~ leveling

effect rests on very tenuous grounds. [23]

The case for equitable distribution of collective

income is a little more persuasive because it is made on the

basis of more case studies in a variety of geographic and

organizational settings. However the evidence is

fragmentary and the time period is short. Furthermore, the

data are from 1980-1981, just one or two years after the

implementation of the new forms of rural organization. In

the beginning, a conscious attempt was made to equitably

distribute land and shares of commune industries. Thus it

is not surprising that initial evidence indicates a

relatively equitable distribution of collective income.

Finally, although private income initially formed a small

proportion of total income, with the emphasis on
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specialized households in the mid-1980s, income inequality

increased and the private sector became more significant.

By 1990 over 50% of private businesses were in the wealthier

coastal provinces of Guangdong, Zhejiang, Liaoning and

Shandong. Guangdong alone had over 20,000 registered

private enterprises, accounting for 22% of the country's

total. [24] This is a reversal of the observations made by

the Griffins in 1980, that wealthier provinces had less

private investment.

Ole Odgaard's 1987 study of private industry in Renshou

and Wenjiang counties in Sichuan found that the development

of private enterprises led to a rapidly growing income

differential. Differences in income were attributable to

involvement in non-agricultural activities such as animal

husbandry, commerce, industry and transport. The gini index

for the 320 families in Xincun village was 0.16 but as high

as 0.59 for income earned in transportation, while in

farming it was only 0.04.[25] However, Odgaard's study also

found that private enterprises paid taxes and fees to local

government to finance local welfare, productive accumulation

and agricultural aid. For example, the 38 private

industries surveyed in Renshou county each paid an average

of 500 yuan in support to poor families earmarked for the

purchase of farm implements. Contracts such as the one with

a private medical clinic sometimes stipulated that services

would be provided free of charge to poor families. This is
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significant because it suggests that in some cases local

communities may be able to offset declining state investment

in agriculture. In addition, welfare services formerly

provided by the commune are now privately financed through

taxes and voluntary contributions. Presumably those areas

with more private investment ought to have more tax funds

available for welfare services. Odgaard discovered that the

highest income groups were those with technical expertise

and not (ex) cadres. He observed that most local communities

were dependent on the financial contributions extracted

legally and illegally from private enterprises, just as the

entrepreneurs were dependent on the political goodwill and

services provided by cadres as agents of the local

community. [26]

Odgaard's finding that private enterprises provide

funding for local accumulation and welfare services is

interesting but not entirely surprising. Under the commune

system, wealthier communes generally had more funds to

invest in rural industries and were able to support better

schools and medical clinics. Similarly in the United

States, wealthier neighborhoods have a larger tax base and

hence have better schools. However, whereas the commune

system had an implicit obligation to collective welfare,

under the post reform system such contributions are

dependent on the social commitment of the individual

entrepreneurs as well as the commitment and ability of local

166



government to extract the funds. Finally, because private

funding tends to remain in the locality, it brings little

comfort to poor areas which lack private enterprise.

What is most interesting in the Griffin data is that

the Phoenix corporation (formerly the Zhan Xiang commune)

with the highest income, also had the highest gini index of

inequality (see Table 10). The Phoenix Corporation had an

average distributed collective income of 479 yuan and a gini

index of 0.11. In contrast, the other three units all had

incomes below 270 yuan and gini indexes below 0.08. What is

significant is that increase in incomes in the Phoenix

corporation was due to the change in the structure of

production from agriculture to industry. This lends support

to Sundrum's argument that initially inequality is due to

shift in the economy from agriculture to industry.

For Sichuan province as a whole the gini index rose

slightly from 0.193 in 1980 to 0.199 in 1985 but it was less

than the 0.264 figure for the China as a whole in 1984.

According to a provincial investigation of 5,500 households

in 1985, families earning 500 yuan and above made up 9% of

the families and owned 11% of the wealth. Those earning 200

yuan and below formed 13% of the households and but only

owned 5% of the wealth. Of the 13% of the households earning

200 yuan and less, 3-5% (280 households) were considered to

be extremely poor. In 84 counties which had high

populations and little capital to invest, 3% of the
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households experienced a drop in incomes. These families

were often forced to go to private lenders who charged up to

30% interest.[27]

Thus by the mid 1980s Sichuan's per capita income was

below that of the other provinces, but income inequality was

also lower. In the five years between 1980 and 1985, the

gini index grew only 0.006 points, an increase of about

3.1%. In Guangdong in contrast, the gini coefficient for

peasant incomes alone grew at a rate of about 6.7% over the

same period. Since non-agricultural incomes tend to

increase inequality, we would expect that the actual

difference in incomes for Guangdong province as a whole was

even greater.

Rural Poverty: Fengjie County

According to figures published by the Ministry of

Agriculture (MOA) in 1988, Sichuan had six (out of 206)

counties in which the average peasant income was below 200

yuan. Of these, two counties, Kaixian and Yunyang in

eastern sichuan, had incomes below 150 yuan. The total

population of these counties was about 2.4 million. The

Sichuan Yearbook reports that 1988 per capita "village"

income in Kaixian and Yunyang were 342 yuan and 276 yuan

respectively (see Table 12), considerably higher than that

given by the MOA. The reason for this discrepancy is not
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entirely clear. Since these are poor counties, it not likely

the difference is due to rural industrial production. What

is significant is that CCP poverty programs, based on the

MOA data identifying counties with incomes below 200 yuan,

may not even be identifying these counties correctly.

According to the same MOA report, none of Guangdong's 112

counties reported peasant incomes below 300 yuan. [28] Yet

according my calculations there may be four counties,

Longchuan (254 yuan), Dapu (292 yuan), Wuhua (298 yuan) and

Puning (290 yuan) with incomes below 300 yuan (see Table

11) .

According to the state Statistical Bureau, 0.9% of

Guangdong households suffered from absolute poverty. In

Sichuan, 11.2% of the households were living in absolute

poverty. While the incidence of absolute poverty is lower in

Guangdong, relative poverty as a result of the greater gap

between rich and poor is higher.

In 1987 Fengjie county, in eastern Sichuan, had an

average peasant income of 237 yuan, an increase of 14% over

1986. In 1987, 43% of the households had average per capita

incomes below 200 yuan. According to a survey of 293

households in the three villages of Shiru, Guanghe and

Duixian, average incomes were 330 yuan, 284 yuan and 673

yuan respectively. In Duixian, one household earned 33 yuan,

while 14 households earned an average income of 1603 yuan, a

ratio of 1:48.6. In Guanghe in contrast, one household
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earned 99 yuan, while the income of the highest income

household was 672 yuan, a ratio of only 1:6.8. [29] Thus

even among poor villages, those with higher incomes appear

to have higher levels of inequality.

All of the households surveyed were peasant farmers

earning over 90% of their income through the household

responsibility system (jiating jinying). Only 4 people were

employed full time in collective enterprises. Of these, two

lived in Duixian, two in Shiru, while Guanghe reported no

people working in collective enterprises. However, of the

11 people working full time in enterprises outside the

village, 7 came from Guanghe and the remaining 4 from Shiru,

while Duixian reported no one working in enterprises outside

the village. Of the 11 enterprises, 6 were state-run. This

suggests that at least in the case of Fengjie county, state

enterprises may be contributing to reducing inequality.

Vogel noted that in Guangdong, state-run enterprises were an

important source of income for poor counties. Regardless,

Guanghe, the village with lowest income and least inequality

had the highest number of workers employed outside the

village, while Duixian with the highest income and most

inequality had no people employed outside the village. This

is significant because it tends to conflict with the finding

of Odgaard and Riskin that employment in rural industry

increases inequality. One explanation may be that outside

employment offsets the fact that Guanghe had no workers in
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collective enterprises, while Duixian had two. Another

factor may be that the incomes earned per worker were less

in the outside enterprises than in the collective

enterprises. If this is the case however, wages would have

to be considerably higher because we are comparing the

income of two workers in Duixian with seven in Guanghe.

Finally, it is possible that the 7 people working in

enterprises outside Guanghe were indeed selected from the

poorest households. This would serve to raise the income of

the poorest households and reduce the difference between the

highest and lowest incomes in the village. In fact the

lowest reported income in Guanghe was 99 yuan, while in

Duixian the lowest reported income was 33 yuan.

with respect to income from the sale of grain, the

report found very little difference between randomly

selected teams in each of the three villages. The three

teams in Duixian had the lowest ratio (1:1.02). The three

teams in Shiru and the three in Guanganghe had ratios of

1:1.2 and 1:1.5 respectively. Duixian earned 37.5 percent

of its income through the sale of agricultural products,

while in Shiru and Guanghe the figures were 24.6 percent and

27 percent respectively. Thus it appears that Duixian, with

the highest average income and the greatest range in

incomes, was most integrated into the market system.

Finally, the difference in income between the teams in

Duixian was due not to the sale of grain, but the sale of
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animal products. Team 3 earned 63.7 yuan per person as a

result of the sale of animals, nearly twice that of team 8

(31.5 yuan) and team 9 (32.8 yuan).[30]

According to a Fengjie county study of 100 sample

households, 60 households experienced an increase in nominal

income between 1986 and 1987. Over half, however, had

increases of less than 50 yuan, while only two households

had incomes increase by over 300 yuan. At the same time, 37

households saw their income drop, one household by over 200

yuan. Most of the 37 households had decreases of 100 yuan

or less.[31] It is not clear from this information which

income groups experienced an increase in incom~ and which

experienced a decline. certainly a 100 yuan decrease in

income in a household earning 1000 yuan is less significant

than to one earning only 200 yuan. However, according to a

1987 survey of 90 families in Guanghe, a poor village with

an average per capita income of only 284 yuan, 4.4%

households reported a decline in standard of living over the

previous three years, while 39% indicated they were not

sure. The reasons cited by the peasants for the decline in

income were 1. no opportunities to earn income outside of

farming, 2. a lack of production capital, and 3. a decrease

in family labor power. [32]

About 11% of the families surveyed in Guanghe stated

that they had to rely on the support of the government,

collective or family and friends. The reasons cited were:
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1. lack of capital, 2. lack of scientific training, 3.

lack of management ability, 4. lack of information, and 5.

lack of complete services. [33]

According to the Guanghe survey, 94% of the peasants

recognized that the income gap was increasing and 91%

responded that this was "acceptable". About 5.6% felt this

was "not acceptable", that they opposed letting some people

get rich first and felt that everyone should get rich

together. About 3.7% stated that those who had gotten rich

first ought to be restricted. [34]

Overall, the answers given to the Guanghe survey are

similar to those in the 1988 countrywide survey (see Chapter

4). They indicate that while peasants recognize that the

income gap is increasing, most felt that this is acceptable.

Those who felt that they were worse off or experiencing

difficulties cited shortcomings in their own situations such

as lack of capital, experience and scientific training and

did not directly criticize the responsibility system itself.

In Guanghe, a slightly higher percentage of respondents

recognized that the income gap was increasing, although more

peasants felt this was acceptable. A slightly smaller

percentage felt that those who got rich first ought to be

restricted. In Guanghe, the ratio of highest to lowest

incomes, based on a survey of 100 families, was 1:6.8, which

is relatively low. This seems to indicate that while poor

peasants are more aware of the increase in income gaps,
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because differences in income tend to be lower in poor

areas, poor peasants do not view the gaps as problematic. In

the national survey less than one percent of the peasants

responded that since 1978 they were worse off with respect

to food and shelter, whereas in Guanghe, 4.4% felt their

standard of living had declined between 1984 and 1987 and

39% were "not sure". This is an indication that at least

from the point of view of the poor peasants themselves,

there is less security under the responsibility system.

Programs to Address Rural Poverty

Poor peasant farmers in Yaan Prefecture, 130 miles west

of Chengdu, can get preferential loans to raise herbivorous

animals, through a program sponsored by the International

Fund for Agricultural Development (IFAD). According to the

agreement, first implemented in May 1989, IFAD provided

U8$17.3 million, while the Chinese government offered the

same amount of funds in reminbi. Loans were issued to the

poorest farm households. Farmers had to present a petition

to the township group, demonstrating they had the ability to

repay the loans and had more than two idle laborers,

including one female laborer. Because the project focuses

on the households as the unit of production, women are often

the main implementing force, thus strengthening their

position within the family. The farm households were also
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required to sign technical service contracts with the

township service centers which would be compensated for

their services. The project ends in 1997 and will provide

loans to 16,200 families.

The IFAD project is interesting because it is an

example of how international sources of aid can be tapped to

assist poor areas in China. The Yaan project was

implemented in coordination with the Sichuan Provincial

Livestock Bureau. Although the project targeted poor

families, only a small number of those who applied could be

approved. Furthermore, lacking experience, some households

could not keep up with the standards set by the IFAD.[35]

The Democratic League has focused on providing

technical services in poor areas such as Suining, central

Sichuan and in the Liangshan Yi minority region. The goal

was to popularize successful experiments in poor areas

thereby encouraging local farmers to use their own resources

to improve their standard of living. The Sichuan Provincial

Committee of the league founded Liangshan University in 1984

and by 1991 had trained about 1,000 specialists.

Sichuan was a major beneficiary of the Food-for-Work

Program described in Chapter Three. During the first cycle

(1984-1986), Sichuan received 380 million yuan, or 10% of

the funds.
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Foreign Investment

since 1990, Sichuan has been aggressively seeking

foreign funds to assist in development on the "Guangdong"

model. In 1990, Chengdu had 77 foreign-funded enterprises

involving a total investment of US$252 million. Chongqing

had 140 enterprises with a total investment of US$100

million. In 1992 chongqing contracted $260 million in

foreign investments for 300 sino-foreign joint ventures, co

operative and solely foreign-funded enterprises. The

Chongqing Economic and Technological Development Zone was

established and by the end of 1991 had attracted 18 foreign

funded factories with a total capital of US$43.34 million.

Under construction since 1985, the Zone received 1.4 billion

yuan from the chongqing city government for infrastructure

construction including water, electricity and transport

facilities in addition to construction of office buildings,

parking lots and luxury villas. It is the only in-city

development zone in China. still, total foreign investment

in sichuan in 1991 paled jn comparison to Guangdong, which

has received $7.3 billion since 1979.

Loans from the World Bank were used to construct a

highway linking Chengdu and Chongqing. In addition, a $740

million loan from the World Bank will help to build the

Ertan power station. The Panzihua Iron and Steel complex

received a $210 million loan from a consortium of banks from
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12 different countries. Located in southwestern Sichuan, the

Panzihua-Xichang development zone has received more than 30

billion yuan in investment. Rich in iron and other

minerals, the area is also the site of the Xichang satellite

launching base. In 1988 the average rural income in

Panzihua and Xichang was 442 yuan and 321 yuan respectively

which is at best modest. Development of the region will

raise incomes in general, but whether it benefits the

poorest families depends on the types of programs and how

they are implemented.

Peasant Income Inequality: Sichuan and Guangdong Compared

Comparison of 1988 average per capita peasant income by

prefecture provides some insight as to social stratification

during the first decade of rural reform. For Guangdong,

peasant income was calculated by dividing agricultural

income by the number of peasants working in agriculture (see

Table 11). The data for Sichuan, presented in Table 12,

come from the 1988 Sichuan statistical Yearbook (Sichuan

Nianjian). The income is the average per capita "village"

income (xiang cun) and is higher than the average per capita

"peasant" income (nong min) given elsewhere. Thus it

undoubtedly includes some income from rural industry.

However, I will use these figures for the purpose of

comparison because they are most complete.
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Jiangmen Prefecture, Guangdong had the highest

inequality with incomes ranging from 2,500 yuan (Jiangmen,

city) to 646 yuan (Kaiping) 1 a ratio of 1:3.87. In

contrast, Heyuan had a ratio of only 1:1.53. Other

prefectures with relatively high income ratios were Shaoguan

(1:3.06) and Shantou (1:3.16). Interestingly, Foshan,

Zhaoqing and Guangzhou had ratio of only 1:1.29, 1:1.7 and

1:1.87 respectively. This tends to correspond to the

observation of Odgaard that in high income enterprises, it

is non-agricultural income which accounts for income

inequality. When industrial output is included, the ratio

for the three prefectures becomes 1:4.17 (Foshan), 1:3.6

(Zhaoqing) and 1:3.8 (Guangzhou). In contrast, in Heyuan

the ratio is only 1:1.6, just slightly higher than the ratio

in agricultural incomes alone.

In Sichuan, Luzhou Prefecture had the highest range of

incomes with a ratio of 1:2.76. The lowest range in incomes

was in Suining Prefecture with a ratio of 1:1.08. Wanxian

which includes Fengjie county mentioned above, had a

relatively high ratio of 1:2.46. This reflects the rapid

development of Wanxian City as opposed to the outlying

county, Wuxi. Wanxian also includes Kaixian and Yunyang, two

counties which reported peasant incomes below 150 yuan. As

in the case of Guangzhou and Foshan, the difference in

Chengdu is a relatively low 1:1.57. One factor may be that

the counties in Chengdu Prefecture are all relatively close
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to Chengdu city and thus are able to benefit from urban

markets. In contrast, Kaixian and Yunyang are less

accessible to the county seat due to distance and mountain

geography.

Despite the fact that the Sichuan data include income

from rural industry which tends to increase inequality,

there generally are lower levels of inequality between

counties in Sichuan than between counties in Guangdong. One

major factor is the highly commercialized nature of

agriculture in Guangdong. In 1988 Guangdong exported US $1

billion in grain and food products much of it to Hong Kong,

which received US $5.7 billion worth of exports from the

province. Touring the Pearl Delta in 1984, Zhao Ziyang

stated that the structure of agriculture should conform to

the needs of the export market. [36]

conclusion

Sichuan, one of the first provinces to experiment with

rural reform during the early 1980s, has only recently begun

to establish development zones to attract foreign capital.

certainly one factor in Sichuan's inability to attract

foreign capital is its interior location and lack of ties to

Hong Kong which have contributed to rapid development in

Guangdong. The result has been much slower, but more even,

growth in Sichuan.
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The IFAD project in Yaan Prefecture which was

implemented with the Sichuan Provincial Livestock Bureau is

one indication that the provincial level government is aware

that outside funds are necessary to assist the development

of poor areas. While to a certain extent, contributions

from overseas Chinese serves a similar function in

Guangdong, there is no guarantee that funds will go to the

poorest areas or to the poorest families. In fact the

motivation is to help one's native village which may not be

poor at all. In contrast the stated goal of the IFAD

project was to assist poor families.

As demonstrated in Chapter 5, Guangdong has made some

progress in addressing the problem of widening income gaps

between regions by identifying and targeting the poorest

areas and recognizing sources of income for those areas.

Nevertheless, programs to help the poor have been less than

successful due to conflicts between programs to assist the

poor and other state interests such as resource

conservation, conflicts between state and local enterprises

and the failure to commit sufficient capital to poor remote

areas.

Sichuan has also faced similar conflicts over rights to

forest and mineral resources. Lack of capital makes it

difficult to commit adequate funds to the development of

poor areas. In fact, the construction of a foreign trade

complex in Guanghan served to attract funds away from the
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poorer areas of Aba and Ganzi. However, in Sichuan there has

been a more aggressive attempt to attract foreign funds

specifically for the purpose of assisting poor areas. The

choice of Panxi as a development zone demonstrates a greater

awareness on the part of provincial leaders of the need for

balanced development.

As sichuan enters the second decade of reform, creating

development zones on the Guangdong model, it will be

critical to continue to give adequate attention to the needs

of poor areas. Sichuan is a vast province with many people

residing in remote mountain areas. with limited access to

urban markets, their opportunities for development are

clearly limited. Without adequate and aggressive outside

intervention, the gap between regions will become serious.
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CHAPTER 7: CHINA IN THE '90S

Every day during the spring of 1990 an elderly man came

to the same corner not far from the busy intersection of

Zhongshan and Jiefang Roads in Guangzhou. Each day he

spread his mat under a tree and carefully laid out the same

collection of old belt buckles, buttons and cigarette

lighters for sale to the passing pedestrians. What is his

future as China enters the 21st century? Where does he fit

into the current program for economic reform? Is he

considered to be employed? How is his life different from

that of the woman begging down the street?

Does the old man in Guangzhou have the same dreams as

Xu Changjiu, the once-poor farm hand from Xinjin, sichuan

who now owns a quail egg factory which employs 200 workers

and has 2 million yuan in fixed assets? Xu, who had to

borrow 5 yuan to purchase his first eggs, amassed 30,000

yuan in three years peddling eggs throughout the province

and building the friendships critical to the later success

of his factory. The factory, which pays 100,000 yuan

annually in taxes to the county, is an important source of

revenue for Xinjin. Furthermore, the factory purchases 70

percent of the eggs produced by local breeders. Xu boasts

that 80 percent of the families in his village have incomes

of 10,000 yuan. Like many model entrepreneurs, Xu gives

priority to hiring poor workers from his village and donated

50,000 yuan to help poor families escape poverty, help build



highways and schools, and subsidize an Old Folks Home run by

his village. When asked why he is so generous, Xu replies

that he wants to be known as a decent man, not a villain.

As China moves towards the 21st century, Xu's dream is to

expand his market to the United States. [1]

There are 1.1 billion people in China and as many

dreams. Ten years after Xindu began experimenting with

rural reform, incomes were higher, life had more variety,

color, and choices, and there were expanded opportunities to

become rich and successful. There was surprisingly little

outright begging and not much visible flouting of child

labor laws. China's gini index was .26 in 1986, relatively

low by UN standards. Beneath the surface however, there were

problems. Agricultural taxes consumed 8 percent of net

income and an additional 3 percent was paid in "unauthorized

collection of fees, random apportionment and fines". Higher

prices for fertilizer and fuel further eroded profits. If

there were more opportunities for success, there were also

more opportunities to fail without the security provided by

the commune. The nation's infant mortality was 34.3 per

thousand and was twice that in poor counties. In Lucheng

county, Shanxi, 28 percent of the poor families attributed

their poverty to illness. Of those who had gotten rich

during the period of reform, 8.9 percent relapsed to poverty

for the same reason. The state Education commission reported

that 4 million elementary school students dropped out of
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school each year. Of these, 1.6 million or 30 percent

dropped out as a result of poverty. [2] According to the

state Statistical Bureau, in 1989 there were 88.5 million

people living below the official poverty line of 200 yuan.

The poor bore a disproportionate share of the added

burdens. Due to the regressive system of net taxes, the

poor actually paid a higher rate than the rich. Poor areas

had less funds available for schools and hospitals and had

to rely on the voluntary donations of entrepreneurs like Xu

changjiu, companies, overseas Chinese and international

agencies. The amount of state loans available to assist

poor families decreased per capita. Channeled by the

Agricultural Bank, credit was extended to county

administrative units and enterprises, not to individual poor

families. Lacking roads and infrastructure, poor villages

had difficulty attracting capital for rural industries in an

era where the emphasis was on economic efficiency and

producing good results.

To what extent is the problem of poverty in rural China

due to the uneven distribution of factors of production as

the Chinese government contends? Is it a temporary problem

which will automatically disappear with the development of

the forces of production? Or is the persistence of poverty

an indication of social stratification as a result of the

PRS itself? To answer these questions we must look closely

at the source of income inequality and rural poverty in
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China, as well as the effectiveness of current programs to

help the rural poor.

Sources of Inequality

The system of contracting production to households or

the PRS by itself is not contributing to inequality in rural

China. However, to the extent that the PRS is an integral

part of a system of rural reform which emphasizes growth and

efficiency and accepts inequality as necessary and

temporary, the PRS relegates the rural poor to a position of

permanent poverty.

Initial studies in sichuan by the Griffins found that

inequality decreased between 1977 and 1981. This was due

primarily to the conscious policy of equitably distributing

commune land, tools, animals and shares of commune

industries. To be sure some people, party cadres in

particular, were in a more advantageous position to bid for

contracting commune industries. The dismantling of the

commune followed different patterns depending on the local

leadership, the strength of the collective, the types of

commune and brigade industries and on the ability of

households to purchase shares, but in all cases there

appears to have been some sensitivity to the needs of poor

households who had benefited most by the commune system.

Finally, peasants were initially reluctant to reinvest
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profits because they were uncertain as to how extensive and

permanent the rural reform would be. After all, there had

been experiments with contracting to households during the

early period of land reform and again following the Great

Leap Forward. But both periods proved to be short lived.

So instead of reinvesting profits to produce more capital

for themselves, they chose to build new homes and purchase

consumption goods. Woon's study of the investment

strategies of families in Guangdong receiving remittances

from overseas relatives found that those with the most to

invest were reluctant to risk capital on long term

investments, choosing instead service businesses. In

addition they spent a disproportionate amount on fancy

clothing, color TV sets and leather shoes.

In an effort to encourage investment, contracts were

extended for 15 years in 1984. Some peasants subcontracted

their plots to specialized households who in turn began to

produce fruits and vegetables for sale in the private

markets, where a few reaped enough profits to become the

first 10,000 yuan households. Along the east coast, the

development of rural private industry absorbed some of the

peasants marginalized off the land as a result of

agricultural specialization. Peasants fortunate to land jobs

in these rural factories earned up to three times more than

a normal fieldhand. Initial limits on the number of workers

that could be hired by private industries were abandoned and
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it was not unusual to find factories hiring hundreds of

workers. All factors of production except land could be

purchased and peasants able to purchase a tractor or truck

were in an advantageous position to reap profits through

transportation. Peasants who were unable to take advantage

of these new opportunities relying solely on the initial

plot of land contracted from the commune, increasingly found

themselves in a struggle to survive.

In his study of private industry in Renshou and

Wenjiang counties in Sichuan, Odgaard found that the

development of private industry led to growing income

differential. Furthermore, the differences were due to non

agricultural activities such as animal husbandry, commerce,

and industry. Similarly, the China Household Income Project

concluded that the most disequalizing component of rural

income was wages from different types of enterprises.

Household production had an equalizing effect although its

marketed production had a disequalizing effect. [3] Thus the

pattern in China conforms to Sundrum's findings that

inequality results as an economy moves from subsistence

agriculture to one characterized by commercial agriculture

and industry. Inequality is related to the structure of

production rather than the level of development per see

My analysis of the data for three villages in Fengjie

county did not show a clear relationship between employment

in private industry and income differential. In 1987
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Fengjie county had an average peasant income of 237 yuan,

relatively poor but above the official poverty line. Of the

three villages, Duixian with the highest income and most

inequality, had two people working in collective

enterprises, but none in enterprises outside the village.

Guanghe, with the lowest income and least inequality, had 7

people working in enterprises outside the village (4 of

these in state-run enterprises), but none in collective

enterprises. In the case of Guanghe, it appears that the

opportunity to work in an enterprise outside the village

compensated for the lack of collective enterprises within

the village and may have served as a equalizing force on

income distribution. The 293 households surveyed in Fengjie

earned over 90 percent of their income through the

production responsibility system. All three of the villages

consumed over 90 percent of the grain they produced. There

was a very low level of inequality between teams with

respect to the sale of grain. Duixian earned 37.5 percent

of its income through the sale of agricultural products,

while in Shiru and Guanghe the figures were 24.6 percent and

27 percent respectively. This conforms to the CHIP finding

that household production has an equalizing effect, although

its marketed output had a disequalizing effect.

A similar pattern occurs at the provincial level.

Guangdong province exported US $1 billion in grain and food

products in 1988. At the end of 1991 there were 20,000
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registered private enterprises in Guangdong, employing

300,000 people. They made up 22 percent and 18 percent of

the country's total. An additional 2 million people worked

for foreign joint ventures. Thus Guangdong can be

characterized as having a highly integrated economy with a

high percentage of people earning incomes through private

industry.

According to the state statistical Bureau, the gini

index for China grew from 0.21 in 1978 to 0.26 in 1986.

Interestingly, Guangdong had a very low gini index in 1978

(0.170) but by 1985 it had grown to 0.292. In Sichuan the

gini index grew from 0.193 in 1980 to 0.199 in 1985. Thus

in the first five years of reform the gini index grew about

3.1% in Sichuan and 6.7% in Guangdong, over twice as fast.

The CHIP data for 1988 lists Sichuan as having a rural gini

index of 0.265, 22nd among the 28 provinces (including

Beijing, Tianjin and Shanghai, but excluding Tibet and

Xinjiang). Guangdong, with a rural gini index of 0.306, was

ranked 9th. The conclusion of the CHIP scholars is that

while there is no direct relationship between the level of

per capita income and provincial inequality, composition of

income does account for differences in intraprovincial

inequality. specifically, the contribution of income from

wages is higher in those provinces with higher indexes of

inequality. In 1988 Guangdong derived 51.1 percent of

income from family production and a very high 41.4 percent
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from rural enterprises. Sichuan in contrast derived 75.5

percent from family production and only 22.3 percent from

wages. [4]

Finally, comparison of 1988 per capita peasant income

by county revealed a greater range in income between

counties in Guangdong than Sichuan. Jiangmen city,

Guangdong had the highest ratio (1:3.87). In Sichuan, the

highest ratio was 1:2.76 in Luchou district. The large

cities of Foshan, Zhaoqing and Guangzhou in Guangdong

province as well as Chengdu, Sichuan had relatively low

ratios for agricultural incomes. However, these ratios

increased when industrial output was included, a further

indication that in high income areas it is non-agricultural

income which accounts for inequality. At the county level

in Sichuan, unequal access to urban centers appears to

contribute to inequality. wanxian with a per capita income

of only 332 yuan, had a relatively high ratio of 1:2.46. In

this particular case, mountain geography has prevented Wuxi,

Fengjie, Yunyang and Kaixian counties from taking off from

the rapid development of Wanxian City. Meizhou, a poor

mountain county in Guangdong had a ratio of 1:2.07. Thus it

is possible that increased integration of very poor mountain

counties could reduce intracounty inequality. However, such

a policy may simultaneously increase intravillage inequality

to the extent that families and teams have unequal access to

the markets, as the data from Fengjie indicates.
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Furthermore the data compiled by the Guangdong Province

statistical Bureau indicates that incomes are growing at a

slower rate in the mountain areas than in the delta areas.

Between 1978 and 1988, the income of the plains region

increased by 949 yuan (average annual increase of 18%)

whereas in the mountain areas the increase was only 506 yuan

(15.4%). Mountain areas did make some gains with respect to

hilly regions where incomes grew at an average annual rate

of 14%, but can hardly be said to be "catching up."

In comparison to the other provinces which adopted the

rural reforms later, Sichuan's per capita national income

remained low. In 1987 Sichuan ranked 25th among the 30

provinces (including Beijing, Tianjin, Shanghai). The

average per capita national income was 602 yuan, 30% below

in the national average of 872 yuan. Although this is

slightly better than 1978 when the average per capita

national income was 34% below average, Sichuan's position

within the economy was essentially the same. Guangdong in

contrast rose from loth to 7th place and at 1122 yuan was

29% above the national average.

With respect to rural incomes, the CHIP data for 1988

ranks Sichuan 16th with a rural per capita income of 689

yuan, while Guangdong is 5th with a rural per capita income

of 1,270 yuan. It should be recalled that the CHIP data

includes income from rental housing and calculates income
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from sale of farm products according to market rather than

state prices and therefore is higher than SSB figures.

Guangdong, then, is a high income province in which a

high percentage of rural income comes from employment in

non-family enterprises. In addition, Guangdong has a high

level of foreign trade and investment. Thus it has a highly

integrated economy both at the international and

intraprovincial levels. However, Guangdong also has a much

higher than average rural gini index, which grew twice as

fast as sichuan's between 1980 and 1985.

sichuan in contrast, is at best a middle income

agricultural province, with a lower percentage of rural

income from non-family enterprises. Located inland and

isolated by mountains, sichuan has been slower than

Guangdong in attracting foreign investment and trade. Thus

the economy is less integrated at both the international and

intraprovincial levels. Yet both the SSB data and that of

the CHIP group indicate that sichuan has a lower than

average rural gini index of inequality. The experiences of

Sichuan are significant because they suggest that it is

possible to achieve fairly equitable growth under the

initial stages of the rural responsibility system. However,

the experiences of Guangdong indicate that inequality

increases as the economy moves to higher stages, where a

higher percentage of income is earned in rural enterprises
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and a higher percentage of household production is sold on

the market.

Rural Poverty

Inequality in post reform China is significant because

it will not fade away as the forces of production are

developed. The reason inequality persists despite the rise

in rural incomes in general is: 1. Rural poverty programs

do not accurately identify and reach the rural poor. 2.

Funding is limited and channeled through banks, which are

more interested in making profits than helping the puor. 3.

Sometimes poverty programs conflict with other goals. 4.

While integration into the commodity economy can serve to

raise incomes, it contributes to further inequality in the

long run.

Since 1988 a poverty stricken area has been defined as

one in which the average annual per capita income is less

than 200 yuan (based on 1985 prices) and the grain output

per capita is less than 200 kilograms. It is not clear from

Chinese sources how many people are living below the poverty

line. The Zhongguo Nongcun Tongji Nianjian 1989

(Statistical Yearbook of Rural China) reported there were

88.5 million people living in poverty in 1988, while the

country's "responsible department" cited a lower 60 million

figure.
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The Leading Group on Economic Development in Poor Areas

(LGEPA) has designated 18 poor regions containing 664

counties as poor. According to a state Council report, in

1985 there were 102 million rural residents with incomes

below 200 yuan. Altogether, 678 counties were targeted to

receive 4 billion yuan for pUblic works projects.

Determination of eligible counties is based on sample rural

surveys which may not always include the poorest households.

The CHIP survey found that two-thirds of the rural poor were

not located in officially designated "poor" areas. Thus

they did not benefit from the regionally focused anti

poverty programs. In addition, of the 17 households which

reported being a "Five Guarantee" (wubao) household eligible

for state assistance, only 5 were poor by the definition of

the survey. [5]

My research revealed similar problems with identifying

poor areas based on income. For example, the Ministry of

Agriculture (MOA) reported that Kaixian County, Sichuan had

an average per capita peasant income of 132 yuan in 1988.

However, according to the Sichuan Nianiian 1988 (Sichuan

Yearbook), the average per capita "village" income of the

Kaixian was 342 yuan. By this criteria Kaixian ought not be

eligible to receive state aid. While the inconsistency in

this case can be attributed to differing definitions of

"rural" and "village", with the later including income from

rural industries, it is significant to the extent that the
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areas receiving state aid may not indeed be poor. Or

conversely, areas not officially designated as "poor" may

indeed have an average income below 200 yuan. According to

the data in Table 12, there are many counties with incomes

lower than Kaixian and yet only Kaixian and Yunyang were on

the MOA list of extremely poor counties.

According to Athar Hussain, the number of recipients of

social relief dropped from 46.4 million in 1986 to 37

million in 1988 and yet the percentage of poor in the rural

population increased from 11 percent to 16.8 percent in the

same period. The percentage of rural poor receiving

assistance dropped from 54.3 percent to 38 percent. [6] This

reflects a contraction in social security coverage.

According to the World Bank, China has significantly

reduced absolute poverty to 9% of the total population.

However, most of the achievements in poverty reductions were

made between 1978 and 1985 and no further reductions were

made since that time. Furthermore, the social conditions of

those remaining in poverty are "deplorable". The report

noted that two-thirds of total rural poverty relief goes

into the Wubao program. Since the bulk of the funds for

this program is distributed to the elderly living in high

income areas, the report concludes that assistance to

extremely poor women and children has declined in real

terms. Moreover, this decline was not offset by other
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programs since real funding for all other rural relief

programs declined by more than 50% during the 1980s.[7]

The use of a single absolute poverty line is

problematic. The figure 200 yuan is derived from 50 percent

of the mean rural income in 1985. since no distinction is

made between temporary and permanent poor, it is possible

for the temporary poor to cross the poverty line regardless

of anti-poverty programs. In addition, if a few households

experience very large rapid rises in income while the great

majority of households changed very little, the average

income would increase, raising the entire county above the

poverty line. This was in fact the case in Fengjie County

sichuan, according to a survey of 100 sample households. Of

the 60 households which reported an increase in income

between 1986 and 1987, over half had increases of less than

50 yuan, while only 2 reported increases over 300 yuan.

However, despite the fact that the average household income

increased from 279 to 432 yuan, 43% of the households still

had per capita incomes below 200 yuan. In addition, the

ratio between the wealthiest and poorest households

increased from 1:18.8 in 1986 to 1:83.05 in 1987. Thus it is

likely that large income increases went to the already high

income households.

Under the Responsibility System, households must supply

a fixed amount of grain to the state at a predetermined

price. During the collective era, these quotas were the
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responsibility of the village. When collective land was

apportioned to the households during the 1980s, quotas were

divided among families. Families that sUbsequently became

rich are not necessarily required to supply more grain to

the state than poor families of the same village. Poor

villages are excused from quotas and can buy back cheap

grain from the state to feed the peasants. This is a policy

carried over from the collective era, but applies to

villages, not individual families. Thus it does not affect

destitute families in relatively wealthy villages. [a]

In addition to failing to identify and reach the rural

poor, Chinese poverty programs lack adequate.funding and

loans are channeled through banks which are more interested

in producing "good results" than helping the neediest

families. In 1986 the state Council decided to increase the

discounted special loans by 1 billion yuan annually to help

poor areas solve problems of food and clothing. The loans,

most of which were for one to three years and could not

exceed five, were to focus on developing projects with small

investments and quick returns. In 1986 there were 60

million people living below the poverty line, which at that

time was 150 yuan. The 1 billion yuan loan carne to 16 yuan

per person.

Two years later the Chinese press reported cases of 110

local officials arrested for embezzlement of funds intended

for poor areas. But even in cases where funds are not

197



diverted or stolen, they are distributed through banks which

are not primarily concerned with helping the neediest

families. Since 1988, the Agricultural Bank has extended

credit to intermediate units such as county agricultural

bureaus or county enterprises rather than to individual

families. These units need only promise that 50 percent of

the newly hired work force will come from poor families to

be eligible for the special loans. One reason banks prefer

to lend to intermediate units is that they are less risky

and more likely to yield profits. In general, local banks

have been reluctant to invest in poor areas. A project to

build a hotel and convention center in Guanghan, Sichuan,

attracted funds from banks in the poorer minority areas of

Abba and Ganzi. Smaller factories and enterprises

throughout Guanghan county were unable to compete for funds

from the bank.

To a certain extent rural industries make up for the

lack of federal funds to assist the poor. This is

particularly true for those poor families and individuals

living in areas outside those designated as poor and thus

not eligible for social assistance. For example, Odgaard

found that the 38 private industries in Renshou county,

Sichuan, paid an average of 500 yuan in support to poor

families earmarked for the purchase of farm equipment. In

addition under the PRS, peasants pay a tax to the team which

is used for capital accumulation and welfare funds. Since
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1984 Pingdu county in Shandong has collected 2 percent of

the average per capita income as part of the People's

Education Fund. The rural tax system however, has

apparently been a source of cadre abuse. Recently the

Central government arrested local cadres who levied illegal

"fees" on farmers for such things as family planning and

education, stating that taxes ought to be within 5 percent

of net income. [9] Nevertheless, there is some relief

available for poor individuals and families living in

relatively wealthy areas. This is significant because these

relatively high income areas generally have higher levels of

inequality and aside from the elderly, are not eligible for

social relief funds. However, poor areas without rural

industries must rely almost entirely on relief funds from

the central government.

In addition to Central and provincial government

assistance, voluntary funding for social welfare comes from

1. those who "got rich first" under the PRS; 2. overseas

Chinese; and 3. international agencies.

The Chinese press is replete with stories of wealthy

peasants, like Xu Changjiu, committed to helping others in

their native villages. Rural schools are often the

beneficiaries of this type of philanthropy. The most widely

publicized has been Hope Elementary School in Hubei

Province. The school not only received donations from

wealthy Chinese entrepreneurs, China's Stone corporation and
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the Hubei Provincial government, but also from individual

Americans who read of the plight of the students in the New

York Times. A bank error resulted in the school receiving an

additional $10,000 from Morgan Guaranty Trust. Guangxi

Autonomous region and Henan have also been active in raising

public funds for education. Wang Mingxing, a wealthy

entrepreneur from Fujian Province, formed a private social

welfare organization to help the disabled. When asked why

they help others, most Chinese entrepreneurs cite the fact

that China is a socialist country or point to the example of

Lei Feng, the model soldier commemorated by Mao as embodying

self-sacrifice.

In Guangdong, overseas Chinese are a widely tapped

source of funding for schools. In 1988, 14 percent of the

contributions went towards education, while 22 percent went

to social welfare and 6 percent to health. Between 1981 and

1991, overseas Chinese contributed 855 million yuan to

schools in Guangdong. One of the largest is the Overseas

Chinese Secondary school in Zhongshan city which received 11

million yuan through the efforts of a Hong Kong businessman.

Nearly 100 overseas Chinese from On Ding village now living

in Hawaii collected $63,600 to construct a two story school

which provides educational opportunities for children of

poor farmers and laborers. Overseas Chinese are motivated

by ties to their ancestral village which may not be poor.

Zhongshan City for example lies in the rich Pearl Delta
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region of Guangdong and in 1988 had an average per capita

national income of 2,781 yuan.

While voluntary donations from private individuals and

businesses in China as well as from overseas Chinese may

help to offset limited social welfare contributions from the

central government, they are unpredictable and subject to

the continued success of others. It is unlikely that

individuals will be so generous during periods when they are

less successful. As long as China holds to socialist

principles, a few individuals may be motivated to help

others, lest they be criticized for exploitation and reaping

undue personal profits. But as China moves further from

socialism, these incentives are weakened. As for the

overseas Chinese, it remains to be seen whether the next

generation raised entirely outside China will display a

similar strong commitment to the villages of their

ancestors. One factor influencing the contributions of

overseas Chinese has been the ties emigrants kept with each

other through benevolent societies and village associations.

To the extent that these organizations themselves are

weakened with the passage of time, overseas contributions

may be affected. Finally voluntary contributions offer no

guarantee that they will help the poorest villages or

individuals.

The IFAD project in Yaan, Sichuan is one example of how

international funds can be used to help develop poor areas.
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The project targeted the poorest households, and families

had to have one female laborer to be eligible. Even in this

case however, families had to demonstrate an ability to pay

back loans and some households, lacking experience, could

not keep up with standards set by the IFAD. Furthermore,

international funds are sUbjected to political pressures.

China has been under criticism from the international

community for human rights violations, and accusations that

China permitted late term abortions led to a withdrawal of

UNDP funds a few years ago. Political pressures could

affect future funding.

The desire to help poor areas is only one of many

competing government interests. In Guangdong development of

a lumber industry is advantageous to the poor peasants of

Meixian county, but conflicts with conservation policies.

In addition there have been conflicts between peasants and

the state over ownership of forests and mines. Allowing

peasants to collect and sell ore and rocks at prices lower

than those offered by 8tate factories created a burden for

those enterprises which were already under pressure from

private firms. Similar problems have occurred in western

Sichuan. In an effort to curb inflation in 1989, the

central government sought to restrict credit to inefficient

rural factories. Since the factories in poor areas tend to

be smaller and labor intensive, many were forced to close,
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depriving peasants of an opportunity to earn important cash

income.

Finally, while integration into the commodity economy

can raise the income of poor peasants and villages, in the

long run it leads to further inequality. The commodity

economy gives peasants an opportunity to earn high income

through the sale of fruits and vegetables in the market or

through employment in rural industry. If these

opportunities are divided equally among families of the

village, it could have the effect of reducing inequality

initially. Construction of a factory such as the quail egg

plant opened by Xu Changjiu or the ramie (yarn) factory in

Lechang, Guangdong, creates a demand for commercial

agricultural products and thus raises the income of the

farmers in addition to those fortunate enough to be hired by

the factory itself. Assuming there is a demand for the

products of the factory, the village benefits. But as the

other factories are built and investments are made, those

with technical and management skills, those with capital and

connections -- those who have already benefited -- are in an

advantageous position to raise their income even further.

Inequality increases and those unable to compete fall

further behind into poverty.

Another problem with private industry is the inability

of the central government to force it to conform to central

government policies. In September 1988 it was reported that
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private firms, many of them in southern Guangdong, were

openly violating child labor laws. The Sixing Artificial

Flower Factory in the Shenzhen Economic Zone between Hong

Kong and Guangdong reportedly hired children as young as 12

years. They were paid 72 cents a day, expected to pay for

their own room and board and worked 14 to 15 hours.

Township officials argued that in poor areas families are

unable to pay for their child's education so they send them

off to work. [10] Rural industries pay taxes to the township

government and are an important source of local revenue,

therefore it is not surprising that township officials chose

not to enforce child labor laws. On the contrary, child

labor was defended as a way to help poor families earn

additional income.

Although in general, rural industries presently pay

higher wages than peasants earn from farming, the drift of

unemployed peasants to Guangzhou in search of jobs could

serve to drive down wages in the long run. According to

state Regulations passed in 1988, the wages of managers can

not exceed ten times the average wage of their work force.

However, a 1988 China Democratic National Construction

Association (CONCA) survey of private factories in Wenzhou

found that in some cases managers earned 30 times as much as

their employees. [11] Given the situation in whi=h the

central government is unable to prevent exploitation and the

local government is unwilling to do so, it is not hard to
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conceive of a situation in which more and more of the

profits from private industry go to the owners and managers,

while wages remain only high enough to entice peasants off

the land.

social Stratification

The increasing gap between rich and poor in post-reform

China and the persistence of rural poverty are creating

social stratification because the distribution of benefits

is not based solely on labor, but also on capital,

technological skills, and personal connections. In addition,

the emphasis on economic efficiency and increasing reliance

on the market, make it difficult for those left behind in

the first ten years to catch up in the next ten.

Peasants responding to a survey conducted by the

Central Government Policy Research Office indicated that

lack of capital (77%), skills (50%) and information (48%)

were the major sources of difficulty. Others reasons cited

were lack of labor power (34%) and managerial experience

(31%). A few (14%) stated that cadres caused

difficulties. [12] Similarly, the peasants of Guanghan, a

poor village in sichuan, cited lack of capital, no

opportunities to earn income outside of farming and a

decline in labor power as the primary reasons for a decline

in income. A survey conducted by China Women's Daily found
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that 97 families (out of 100) noted that "while people

working hard could not make money, those seeking loopholes

reaped staggering amounts". [13] Thus while lack of labor

power may be one reason for some peasants lagging behind,

according to these surveys it is neither the sole nor even

primary factor in all cases.

The CDNCA survey of private industry in Wenzhou found

that owners were middle aged (30-40 years) and had completed

junior or senior middle school, but only 2.5 percent had

higher education. Before starting their enterprise, 15%

were farmers, 20% workers in township or collective

enterprises, 27.5% were buyers and sellers or service

workers, 22.5% were cadres or staff in state-owned

enterprises, and 12.5% were unemployed. [14] The three

Guangdong entrepreneurs described in Chapter 5, fit this

pattern. Yong Lisong, the manager of the Fook Man

Development Company, used his position as Deputy Mayor of

Dongguan city, to benefit himself as well as his community.

Li Xiushen, the founder of the Zhanjiang Home Appliance

Company capitalized on his position as Party Secretary to

transform a small collective factory into a large successful

industrial enterprise. Li Jingwei was a former factory

worker in a small beer factory who eventually built the

Jianliao drink company. Like Xu changjiu, the owner of the

Xinjin Canned Quail Egg Factory in Sichuan, Li relied

largely on his personal connections for success.
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Initially, it appeared that cadres were

disproportionately reaping benefits from the PRS. However

Odgaard's study of Renshou county Sichuan revealed that the

highest incomes were those with technical skills and not

(ex) cadres. Similarly, the CHIP study found that party

members do not appear to be better wage earners per se, but

having a party member in a household does enhance other

income earning potential such as commercialization.

Furthermore, party members benefit less from private

entrepreneurship. [15) In other words, party position is

significant only to the extent that it can be translated

into managerial or technical expertise, or that personal

connections made as a result of political office are used to

attract capital, gain access to markets or perhaps even

circumvent laws.

More important than establishing a direct correlation

between party membership and success is to understand the

dynamic relationship between local cadres and successful

entrepreneurs. Odgaard asserts that local communities are

dependent on financial contributions extracted legally or

illegally from private entrepreneurs, and also on the

entrepreneurs' goodwill and services of cadres as agents of

the community. In the surveys mentioned above, peasants

complained about shortages of chemical fertilizer and fuel,

two commodities over which local cadres retain control. In

addition, peasants complained that local governments
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prohibited them from selling produce on the market even

though they had fulfilled their contracts. [16] Finally,

because loans are channeled through township governments and

enterprises, peasants are dependent on the goodwill of local

cadres.

Technological skills, capital and personal connections

are concentrated in the hands of those who are already

successful. Poor areas, lacking roads and electricity, have

a difficult time attracting capital to create the rural

industries and economic opportunities which could

potentially raise incomes. Similarly, lacking skills, poor

individuals are not able to obtain high income producing

jobs. Even the Yaan project which specifically targeted

poor peasants saw some drop out because they lacked

experience. The current emphasis on building and

modernizing schools in poor areas may help to increase

skills, but the voluntary nature of the funding raises

questions as to whether it will continue in the future.

Ironically, the increasing reliance on local entrepreneurs

and industries for social welfare funds means that rich

areas have more money available than poor. But lack of

technology and capital are symptoms of poverty, not the

cause of it. Persistent poverty in the face of increasing

incomes in general is the result of a system in which

rewards flow to those who are already rich. While it is

imperative that problems of extreme poverty be resolved,
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raising the average per capita income above 200 yuan is a

far cry from ensuring that poor peasants are able to compete

as equal partners with the wealthy entrepreneurs in

Guangdong.

China in the 21st century

Despite the problems, Chinese peasants are happy with

the economic reforms and optimistic about the future. A vast

majority feel they are better off as a result of the PRS.

The Chinese leadership is dreaming of entering the 21st

century as a respected member of the family of world

nations. But china's position in the year 2000 is dependent

on successful resolution of the challenges remaining in the

1990s. How will the re-integration of Hong Kong in 1997

affect economic reform? The fate of Guangdong in particular

is tied to this issue. will political pressures in America

not to export jobs affect the development of export zones in

China? Much of the rapid growth of Guangdong has been due

to the Special Economic Zones, especially Shenzhen. Deng

Xiaoping will turn 90 before the decade is half through. Who

will emerge as the spokesman for reform? How will Beijing

regain the confidence of the intellectuals demoralized after

Tiananmen?

Beneath these issues lies the fate of socialism. In

the haste to strengthen the economy, will the goals of
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creating an egalitarian socialist society be relegated to

history? Or will they be pushed to a far distant future, so

that the inequalities become so accepted and entrenched they

will be impossible to resolve short of revolution?

Presently the statistical dimensions of rural poverty

in China are small. It has been estimated that an average

tax rate of only 1.6 per cent on the rural non-poor or 2.4

percent on the urban rich would be sufficient to eliminate

poverty.[17] The World Bank estimates that it would cost 2

billion yuan to provide universal six-year primary education

to 15 million poor children and to reduce infant, child and

maternal mortality by one-third. This annual incremental

funding amounts to only 0.5% of current total government

expenditure. [18] Perhaps the Chinese government, committed

to socialism and the right to sUbsistence, ought to

seriously address the problem of rural poverty while the

statistical dimensions are still relatively small.

A meaningful resolution of the problem of rural poverty

will only come with the recognition that poverty and

inequality are related. Furthermore, despite the temptation

to view inequality as a temporary state necessary to

encourage production, it must be acknowledged that the

absolute gap between rich and poor is growing, making it

increasingly difficult for those left behind to catch up.

If the government is truly committed to reducing poverty as

stated the Seventh and Eighth Five Year Plans, rural poverty
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programs need to be more accurate in identifying the rural

poor and funds must be earmarked specifically for the

poorest families and individuals, even if it is not always

most economically efficient. While abusive and excessive

taxes on local entrepreneurs and industries ought to be

curtailed, loopholes must also be tightened so that benefits

of rural reform are more evenly distributed. Resources

located in poor areas, for example forests and minerals,

ought to be developed with profits retained locally. Rural

industry should be encouraged to give priority to training

and hiring individuals from the poorest households. One

possibility is to return to the emphasis on rural industry

producing inputs for agriculture such as fertilizer, rather

than focusing on exports. This would help to alleviate

problems with fertilizer supply, one source of local cadre

abuse. since wealthy areas have more social relief funds

available, central government programs including the wubao

funds, ought to be re-directed towards women, children and

elderly living in poor areas. The point is that these

measures require active intervention on the part of the

government and will not occur naturally in a system which

emphasizes economic efficiency and "good results".

The China which enters the 21st century will be a

product of both revolution and reform. To seek the balance

between the goals of socialist egalitarianism and economic

growth is the greatest challenge of all.
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APPENDIX

TABLE 1

counties (Xian) with Average Annual Income 200 Yuan and
Below, by Province and Autonomous Region

(Based on a survey of 2,470 counties, pop. 851 million)

Population in millions

Area below 150 yuan 150-200 yuan
no. of % of pop. no. % of pop.
xian the xian of xian the xian

surveyed surveyed

Shandong 1 0.9 .1
Heilong-

jiang 1 1.3 .2
Henan 8 5.7 4.6
Hunan 1 0.9 .1 2 1.8 .4
Guangxi 10 11. 3 3.0
Sichuan 2 1.0 2.4 4 1.9 2.2
Guizhou 11 12.6 4.1
Yunnan 5 4.0 2.1 21 16.7 5.2
Shaanxi 6 5.6 1.1
Gansu 2 2.3 .6
Ningxia 1 5.3 .3 4 21.1 .9

From: Zhongguo Nongye Tongji Ziliao 1988. Beijing:
Nongye Chubanshe, 1989. PP. 374-375.
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TABLE 2

Comparison of Counties with Highest and Lowest Average
Annual Income by Province, Autonomous Region and

Municipality

(Based on a survey of 2,470 xian, 851 million people)

Area Highest[a] Lowest[a] Ratio
(lowest: highest)

Anhui 816 200 1:4.1
Beijing, Mun. 1,399 700 1: 1. 9
Fujian 911 200 1:4.5
Gansu 1,184 200 1:5.9
Guangdong 3,308 300 1:11
Guangxi, A.R. 892 150 1:5.9
Guizhou 700 150 1:4.6
Hebei 1,571 150 1:10.5
Hubei 940 200 1:4.7
Heilongjiang 1,096 200 1:5.5
Henan 840 150 1:5.6
Hunan 935 138 1:6.7
Jiangsu 1,348 300 1:4.9
Jiangxi 700 200 1:3.5
Jilin 1,252 150 1:8.3
Liaoning 2,405 200 1:12
Inner Mongolia,A.R. 1,575 200 1:7.9
Ningxia, A.R. 700 134 1:5.2
Qinghai 1,218 200 1:6.1
Shaanxi 892 150 1:5.9
Shandong 1,766 200 1:8.8
shanghai, Mun. 1,376 300 1:4.6
Shanxi 946 150 1:6.3
Sichuan 993 132 1:7.5
Tianjin, Mun. 1,232 500 1:2.4
Xizhang(b)
Xinjiang, A.R. 977 200 1:4.9
Yunnan 700 126 1:5.6
Zhejiang 1,380 200 1:6.9

Based on Zhongguo Nongye Tongji Ziliao, 1988. Beijing:
Nongye Chubanshe, 1989. PP. 374-395.

a. In some cases, figures for highest and lowest average
income are approximations.

b. No data available for Xizhang Autonomous Region.
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TABLE 3

contributions to Guangdong Province from Overseas Chinese
and Hong Kong compatriots (in millions of yuan)

ITEM 1985

TOTAL 545
Worker/peasant industry 200
Educational enterprises 81
Health enterprises 23
Travel industry 49
Social welfare enterprises 21
Other 174

1987 1988

642 2000
312 960
118 281

30 115
26 129

128 436
27 78

From: Guangdong Sheng Tongji Nianjian 1989. Guangzhou:
Zhongguo Tongji Chubanshe, 1989. P. 359.
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TABLE 4

Guangdong's Intake of Foreign Funds
(in millions of U.s. dollars)

1980 1983 1984 1985 1986 1987 1988

Number of
contracts 5,082 11,365 17,594 13,896 9,444 7,024 7,662

Value of
contracts
signed $1,385 $736 $1,590 $2,619 $1,843 $2,031 $3,827

Foreign Funds
actually
used $209 $410 $654 $921 $1,459 $1,226 $2,440

Source: Guangdongsheng Tongji Nianjian (Guangdong
statistical Yearbook). Guangzhou: Zhongguo
Tongji Chubanshe. Various years.
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TABLE 5

Guangdong's Intake of Foreign Funds by Area, 1988
(in millions of u.s. dollars)

Municipality

TOTAL
Guangzhou
Shenzhen
Zhuhai
Shantou
Shaoguan
Heyuan
Meizhou
Huizhou
Shanwei
Dongguan
Zhongshan
Jiangmen
Foshan
Yangjiang
Zhanjiang
Maoming
Zhaoqing
Qingyuan

Number
of contracts

signed

7,662
2,120

694
351
684
105

35
147
146

55
506
353

1,039
752

63
117
108
225
114

Value of
contracts

3,827
527
487
312
204

49
16
31
74
17

239
74

199
434

31
81
47

115
21

Amount
actually

used

2,440
255
444
218
104

19
7

13
52

5
67
28

103
148

4
40
10
54

6

Source: Guangdongsheng Tong-ji Nianjian 1989 (Guangdong
Statistical Yearbook). Guangzhou: Zhongguo
Tongji Chubanshe, 1989. P. 350.
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TABLE 6

1988 National Income by County (Guangdong)

Population in thousands, output in millions of yuan, income
in yuan.

Prefecture/county Population Industrial Agricul- Average
output tural per capita

output income

Guangzhou
Guangzhou city
Huaxian
Conghua
Panyu
Zhengcheng

Shenzhen
Shenzhen city
Baoan

Zhuhai
Zhuhai City
Toumen

Shantou
Shantou city
Chenghai
Raoping
Nanao
Chaoyang
Jiexi
Jieyang
Puning
Huilai
Chaozhou

Shaoguan
Qujiang
Renhua
Ruyuan
Nanxiong
Shixing
Lechang
Wenguan
Xinfeng
Shaoguan city

3,490
487
414
738
738

322
279

191
275

801
695
803

65
1,840

657
1,355
1,295

748
1,258

352
162
179
422
217
448
322
207
388

217

8,090
487
137
670
189

1,989
659

531
199

1,087
250
145

15
367
100
340
242
125
747

100
52
73

128
46

166
67
33

1,092

778
248
219
538
416

134
444

132
355

153
307
393

44
642
258
608
343
352
517

217
103

76
287
140
212
185

79
46

4,324
2,030
1,129
2,269
1,326

13,709
5,512

6,372
2,477

2,390
1,030

819
1,176

715
755
843
592
803

1,245

1,115
1,412
1,025
1,178
1,071
1,055

919
667

4,007



Table 6. (continued) 1988 National Income by County
(Guang-dong)

Prefecture/county Population Industrial Agricul- Average
output tural per capita

output income
Heyuan

Heyuan City 597 21 40 683
Suburbs 32 165 482
Heping 41 39 119 469
Longchuan 734 87 166 426
Zijin 612 54 268 613

Meizhou
Meijiang 219 226 45 1,560
Meixian 559 176 275 986
Jiaoling 205 6 104 1,034
Dapu 469 77 120 589
Fengshun 559 53 193 547
Wuhua 957 84 258 438
Xingning 987 218 297 673
Pingyuan 223 72 101 924

Huizhou
Huizhou city 209 222 49 2,577
Huidong 562 118 402 l,469(a)
Huiyang 465 122 347 1,277
Boluo 669 117 410 1,039
Youmen 276 443 122 807

Shanni city 2,127 276 879 746
Dongguan city (b) 1,940 1,269 3,277
Zhongshan city (b) 1,209 963 2,781
Jiangmen

Jiangmen City 266 661 40 4,761
Taishan 963 437 679 1,525
Kaiping 620 319 317 1,356
Enping 403 232 309 1,737
Xinhui 848 680 580 1,958
Heshan 325 198 193 1,603

Foshan
Foshan City 345 1,483 71 6,515
Shunde 886 1,596 533 3,085
Nanhai 898 1,722 609 3,348
Sanshui 321 529 250 3,173
Gaoming 235 98 19 1,562

Yangjiang
Yangjiang city 873 127 0 4,882
Jiangcheng District 71 99 1,069
Yangdong District 64 321 721
Yangxi 382 42 19 758
Yangchun 890 196 464 896
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Table 6 (continued) 1988 National Income by County
(Guangdong)

Prefecture/county Population Industrial Agricul- Average
output tural per capita

output income
Zhanjiang

Zhanjiang city 989 808 410 1,956
Wuchuan 693 182 202 762
Xuwen 525 57 281 861
Haikang 1,059 129 803 1,160
suixi 686 175 532 1,301
Lianjiang 1,097 278 727 1,111

Maoming
Maoming city 487 1,030 176 3,015
Xinyi 914 115 365 682
Gaozhou 1,214 205 603 813
Dianbai 1,211 245 668 962
Huazhou 1,032 162 585 980

Zhaoqing
Duanzhou District 66 29 2,043
Dinghu District 60 146 1,912
Gaoyao 643 279 535 1,517
Guangning 481 98 280 934
sihui 364 240 267 1,737
Xinxing 383 78 344 1,351
Luoding 827 162 510 990
Yunfu 472 205 302 1,408
Deqing 313 81 212 1,146
Yunan 418 111 242 1,068
Fengkai 381 96 317 1,245
Huaiji 669 77 365 754

Qingyuan
Qingcheng District 169 401 1,029
Suburbs 78 199 901
Yingde 877 197 711 1,158
Fogang 259 40 92 651
Lianshan 98 15 69 1,092
Liannan 136 24 51 709
Lian County 456 87 221 848
Yangshan 442 62 215 764
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Source: Guangdong Sheng Tongji Nianjian, 1989 (Guangdong
Statistical Yearbook, 1989). Zhongguo Tongji
Chubanshe. 1989. Pp. 467-470, 475-478.

a. Note: The figure listed was 12,243, but this is too
high. According to my calculations, it should be 1,469
yuan per person.

b. According to the 1988 administrative reorganization,
Zhongshan and Dongguan are independent municipalities.
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TABLE 7

comparison of the Lowest and Highest Income Groups,
Guangdong

1978 1980 1983 1985
Percent of GNP held

by lowest 20% 11.5 10.9 10.4 9.3
Percent of GNP held

by highest 20% 32.3 33.7 34.9 39.2
Avg. income of

lowest 20% (yuan) 110 151 205 230
Avg. income of

highest 20% (yuan) 309 461 691 974

Source: Zhongguo Nongmin Shouru Yanjiu (Research on Chinese
Peasant Income). Zhongguo Tongji Jujiagan Diaocha
Zhongdui. Shanxi Renmin Chuban she, 1987. P. 415.
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TABLE 8

Percentage of Families by Income Group, Guangdong

1980 1984 1985 1987 1988

200 yuan and below 27.8 5.5 4.2 .8 .4
200-500 yuan 66.7 68.2 58.8 39.0 25.1

400-500 yuan 10.0 15.0 17.9 18.4 13.3
500-1000 yuan 5.3 23.0 30.4 45.0 50.0

800-1000 yuan .3 3.4 5.8 10.9 13.3
1000-1500 yuan .2 1.9 5.0 10.0 14.7
1500-2000 yuan 1.0 .8 3.1 5.6
2000 yuan and above .4 .8 2.0 4.1

Source: Zhongguo Nongmin Shouru Yanjiu (Research on
Chinese Peasant Income). Zhongguo Tongji Jiagan
Diaocha Zhongdui. Shanxi Nongmin Chubanshe, 1987.
P. 414.

Guangdongsheng Tongji Nianjian. 1989 (Guangdong
Statistical Yearbook). Zhongguo Tongji Chubanshe,
1989. P.426.
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TABLE 9

Distribution of Land in Guangdong and Sichuan Prior to
Land Reform

Panyu District, Guangdong (1933)

Landless laborers
Poor Peasants
Middle Peasants
Rich Peasants (inc.

% of households
9.0

58.5
20.9

landlords) 11.6

% of land
o

22.1
28.3
40.0

MaGaoqioa Village, Sichuan

Poor Peasants
Middle
Small land-Ieaser
Rich
Landlords

42
25
11
14

8

o
8
8

26
58

Source: Carl Riskin, China's Political Economy (Oxford:
Oxford University Press. 1987), p. 29.

Stephen Endicott, Red Earth (London: I.B. Tauris
and Company, 1988), p. 225.
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TABLE 10

Distributed Collective Income per capita in Sichuan, 1981

Gini
Average Ratio Highest coeffi-
income to lowest cient

Heping Village, 252 1.45 0.06
Guanghan

Chan Tao Brigade, 1980
Chengdu 269 1.57 0.05

Phoenix Corporation (a)
Qionglai 497 2.39 0.11

MiMu People's Commune
Xindu, 1980 160 1. 61 0.08

a. Formerly the Zhan Xiang Commune.

Source: Keith Griffin and Kimberly Griffin, "Institutional
Change and Income Distribution," in Keith Griffin
ed., Institutional Reform and Economic Development
in the Chinese countryside (Oxford: Macmillan,
1984), pp. 45, 62, 72-73.
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TABLE 11

1988 Agricultural Income by County, Guangdong

Population in thousands, income in yuan

Prefecture/county Agicultural
Population

Average
Per capita

Agricultural
income

Foshan
Foshan city 68
Shunde 630
Nanhai 673
Sanshui 229
Gaoming 177

Guangzhou
Guangzhou city 679
Huaxian 369
Conghua 359
Panyu 634
Zhengcheng 561

Heyuan
Heyuan city 490
Heping 374
Longchuan 654
Zijin 549
Lianping 277

Huizhou
Huizhou city 69
Huidong 446
Huiyang 393
Boluo 569
Youmen 230

Jiangmen
Jiangmen city 16
Taishan 808
Kaiping 491
Enping 299
Xinhui 640
Heshan 266

Maoming
Maoming city 327
Xinyi 841
Gaozhou 1,107
Dianbai 1,079
Huazhou 925

225

1,044
846
905

1,092
1,085

1,145
672
610
848
741

418
318
254
488
451

710
901
882
720
530

2,500
840
646

1,033
906
725

538
434
548
607
632



TABLE 11 (continued) Agricultural Income by County,
Guangdong

Prefecture/county Agricultural Average
Population Per capita

Agricultural
Income

Meizhou
Meijiang 94 478
Meixian 494 356
Jiaoling 172 605
Dapu 422 292
Fengshun 498 388
Wuhua 865 298
Xingning 850 394
Pingyuan 193 523

Qingyuan
Qingyuan city 838 715
Yingde 737 965
Fogang 230 400
Lianshan 81 851
Liannan 116 440
Lian County 374 591
Yangshan 399 539

Shantou
Shantou city 274 558
Chenghai 572 537
Raoping 664 592
Nanao 48 917
Chaoyang 1,634 394
Jiexi 555 465
Jieyang 1,195 509
Puning 1,183 290
Huilai 636 553
Chaozu 973 531

Shaoguan
Qujiang 282 770
Renhua 109 945
Ruyuan 150 507
Nanxiong 355 808
Shixing 182 769
Lechang 303 700
Wenguan 137 1,350
Xinfeng 179 441
Shaoguan city 57 800

Shenzhen
Shenzhen city 42 3,190
Baoan 209 2,124
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TABLE 11 (continued) Agricultural Income by County,
Guangdong

Prefecture/county

Yangjiang
Yangxi
Yangchun

zhanjiang
Zhanjiang City
Wuchuan
Xuwen
Haikang
siuxi
Lianjiang

zhaoqing
Gaoyao
Guangning
Sihui
Xinxing
Luoding
Yunfu
Deqing
Yunan
Fengkai
Huaiji

Zhuhai
Zhuhai City
Toumen

Agricultural
Population

331
769

616
585
447
922
611
959

561
430
285
335
775
406
272
360
332
615

66
214

Average
Per capita

Agricultural
Income

970
603

666
345
629
871
871
758

954
651
937

1,027
675
774
779
672
955
593

2,000
1,659

Source: Guangdong Sheng Tongji Nianjian 1989 (Guangdong
statistical Yearbook). Zhongguo Tongji Chubanshe.
1989. PP. 467-470, 475-478. Note: Agricultural
population was calculated by sUbtracting
non-agricultural population from total population.
Average per capita agricultural income is
agricultural output divided by agricultural
population.
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TABLE 12

1988 Percapita Village Income by County
(Sichuan)

Population in thousands, Income in Yuan

Prefecture/county Agricultural Percapita
Population Village

Income
Chengdu

Chengdu County 6,580 632
Longquanxi 335 620
Qingbai Jiang 302 526
Dujiang 409 662
Jintang 729 443
Shuangliu 737 596
Wenjiang 216 624
Xindu 435 684
Pengxian 631 671
Chongqing 100 688
Dayi 417 611
Qionglai 550 643
Pixian 699
pujiang 205 559
Xinjin 232 565

Chongqing
Chongqing County 1,000 564
Jiangbei 48 772
Shapingba 760 916
Jiulongpo 1,355 940
Nanan 80 854
Bebei 206 702
Nantongkuang 154 518
Shuangqiao 23 526
Changshou 728 557
Baxian 1,000 590
Qijiang 727 499
Jiangbei 917 532
Jiangjin 1,243 520
Hechuan 1,302 580
Tongnan 782 459
Tongliang 714 559
Yongchuan 459
Dazu 754 535
Rongchang 646 455
Bishan 526 545
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TABLE 12 (continued) Per Capita Village Income by County,
Sichuan

Prefecture/county

Zigong
Gongqing
Da'an
Yantan
Rongxian
Fushun

Panzihua
Renhe
Miyi
Yanbian

Luzhou
Luxian
Hejiang
Naxi
Xuyong
Gulin

Deyang
Central city
Guanghan
Zhongjiang
Shifang
Jiangyou
Anxian
Zitong
Pingwu
santai

Guangyuan
Central city
Jiange
Wangcang
Qingchuan
cangxi

Suining
Central city
Pengxi
Shehong

Neijiang
Central City
Neijiang County
Zizhong
Ziyang

Agricultural Per Capita
Population Village

Income

2,432 463
62 463

197 502
313 460
782 478
958 439
453 459

1,787 464
156 518
118 326

3,746 418
479

731 630
450 417
519 228
609 294

3,045 608
599 702

78 745
1,211 385

482
559

429 511
355 363
160 376

1,305 405

2,493
668 492
574 389
347 379
186 285
718 367

3,079 446
1,134 443
1,106 442

866 412

7,544 399
118 471

361
1,103 412

900 443
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TABLE 12 (continued) Per Capita Village Income by County,
Sichuan

Prefecture/county Agricultural Per Capita
Population Village

Income

Neijiang, continued
Jianyang 1,224 489
Weiyuan 599 480
Longchang 612 364
Anyue 1,359 428
Lezhi 703 307

Leshan 5,944 449
Central City 294 464
Jinkouhe 40 348
Shawan 69 430
Emei 166 491
Renshou 1,367 476
Meishan 1,341 512
Qianwei 476 446
Gongyan 375 486
Laijiang 293 485
Hongya 281 455
Pengshan 263 470
Muchuan 221 337
Qingshen 172 472
Danleng 144 428
Ebian Yi Minority

Region 108 389
Mabian Yi Minority

Region 147 247

Wanxian 7,333 332
City 148 464
Kaixian 1,280 342
Zhongxian 88 336
Lianping 756 396
Yunyang 1,083 251
Fengjie 839 276
Wushan 508 255
Wuxi 483 189
Chengkou 211 229

FUling 3,149 371
Fuling City 845 323
Dianjiang 743 384
Nangchuan 642 418
Fengdu 688 357
WUlong 342 296
Shizhu 426 266
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TABLE 12 (continued) Per Capita Village Income by County,
Sichuan

Prefecture/county

Fuling, continued
Pengshui
Qiangjiang
Youyang
Xiushan

Yibin
Yibin city
Yibin
Nanxi
Jiang'an
Changning
Gaoxian
Julian
Gongxian
Xinwen
Pingshan

Nanchong
Nanchong
Huaying
Nanchong xian
Nanbu
Yuechi
Yingsha
Guang'an
Peng'an
Yilong
Wusheng
Xichong
Langzhong

Daxian
Daxian city
Daxian
Xuanhan
Kaijiang
Wanyuan
Tongjiang
Nanjiang
Bazhong
Linshui
Baisha
Pingchang
Dazhu

Agricultural
Population

514
901
616
484

3,942
431
840
322
421
356
418
305
283
351
209

9,125
187
244

84
1,164

973
794

1,008
538
874
696
599
726

8,782
105

1,148
984
449
378
599
510
324
770

56
711
895

231

Per Capita
Village

Income

231
278
217
338

394
520
435
423
308
367
272
275
291
237
280

418
538
435
439
436
440
331
324
286
273
496
478
248

377
649
398
241
356
314
322
305
377
396
430
375
442



TABLE 12 (continued) Per Capita village Income by County,
Sichuan

Prefecture/county

Daxian, continued
Quxian
Linshui
Baisha

Ya'an
Ya'an City
Mingshan
Yingjing
Hanyuan
Tianquan
Baoxing

Abba
Wenchuan
Lixian
Maoxian
Shangpan
Nanping
Jinchuan
Xiaojin
Heishu
Maerkang (Barkam)
Zamtang
Aba Xian
Zoige
Hongyuan

Ganzi
Kanding
LUding
Danba
Jiulong
Yajiang
Dawu
Luhuo
Garze
Xinlong
Dege
Baiyu
Litang
Batang
Xiangcheng
Daocheng
Derong

Agricultural
Population

1,110
770

56

1,184
193
233
112
298

1,224
46

65
34
79
53
41
62
62

33

43

21

685

58
45

31
35

53
34

232

Per Capita
Village

Income

348
396
430

421
500
380
543
364
410
422

501
446
508
399
502
395
434
408
510
596
419
665
699
702

344
536
434
422
653
635
511
536
549
435
505
459
487
442
490
570
453



TABLE 12 (Continued) Per Capita Village Income by County,
Sichuan

Lengshan (Yi Autonomous Region)
Xichang 326

Prefecture/county

Muli Zang Autonomous
Region

Yanyuan
Dechang
Huili
Huidong
Ningnan
Puge
Butuo
Jinyang
Zhaojue
Xide
Mainning
Yuexi
Ganluo
Meigu
Leibo

Agricultural
Population

946

144
342
307
137
115
115
115

108
242
186
137
139
189

Per capita
Village

Income

412

318
318
396
398
334
424
262
247
280
286
287
366
339
319
247
232

Source: Sichuan Nianjian Bianji Weiyuan Hui Bianji Chuban.
sichuan Nianjian 1988. (Sichuan Yearbook)
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GRAPI-I I
Contributions to Guangdong Province from

Hong Kong and Overseas Chinese

Industry
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GRAPH II
Comparison of Income between Plains,
Hills, and Mountain Areas, 1978 & 1988
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GRAPH III
Comparison of the Lowest and Highest

Income Groups, Guangdong
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GRAPH IV
Percentage of Families by Income Group,

Guangdong
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