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ON OUR COVER—Are those storm clouds moving in to disrupt the wheat harvest, or is a ray of sunlight peaking
through to brighten this farmer’s day with his son? Often regulations, competition, and other forces bring a cloudy
outlook for producers and others in the food and fiber industry, but new ways of producing, processing, and
marketing bring some sunshine, too, as told by the authors in this issue.




G'uest Editorial

China's Rural Reforms: Is Success Wanting?

D. Gale Johnson

D. Gale Johnson is professor of economics at the
University of Chicago and Fellow of the Ameri-
can Agricultural Economics Association. He has
visited China almost every year since 1980, giv-
ing lectures, attending conferences, and visiting
villages. Johnson authored “The People’s Repub-
lic of China: 1978-90,” a monograph on the
economic reforms. He is currently working on a
paper on alternatives to the current Chinese
population programs.

he first decade—1979—-88—of the

Chinese rural reforms was remark-
ably successful. Farm production in-
creased annually by 6.2 percent, three
times the rate of the previous two de-
cades. Real per capita incomes of the
farm population doubled between 1978
and 1988 after twenty years of near
stagnation. The wide gap between ur-
ban and rural incomes narrowed sig-
nificantly until 1985, but increased
again by 1988.

The rapid growth of rural incomes
was due primarily to three factors: the
increases in real output prices during
the early years; the incentive effects of
the abolition of the communes and the
introduction of the household respon-

sibility system; and the rapid growth
of nonfarm employment in rural areas.
In 1978, 31.5 million rural people had
nonagricultural jobs. By 1983, 86.1
million (22 percent of rural labor force)
had such jobs. These jobs were created
by local people in response to the re-
moval of most restrictions on economic
activities. A major restriction remained
largely unchanged—permanent migra-
tion from rural to urban areas is strictly
limited.

The narrowing of the gap between
urban and rural incomes was halted
about 1985. The official estimates of
per capita consumption show that in
1992 urban consumption was 3.1 times
rural consumption, higher than the 2.9
in 1978. Based on annual income sur-
veys, real urban incomes increased by
44 percent from 1988-93 while rural
incomes increased by only 12 percent.

What happened? Since 1988, real
farm output prices have been declin-
ing. Partly this has been due to a posi-
tive policy change—the elimination of
most food price subsidies for urban con-
sumers. The per capita income elastic-
ity of demand for grain is now esti-
mated to be negative. Supply grew
faster than demand.

But the major factor was the slow-
down in creating rural nonfarm jobs.
From 1984 to 1988, 8 to 12 million
new nonfarm jobs were created annu-
ally; since 1988, no more than 3 mil-
lion have been created annually. The
rural labor force grows at approximately
10 million annually. The output of ru-
ral industry continues to grow at a rapid
pace, but not employment.

The growing disparity between ur-
ban and rural incomes was emphasized
at a policy conference in Beijing in De-
cember 1993. The depth of policy mak-
ers’ concern was evident in the propos-
als they presented. One proposal was to
significantly modify or eliminate the
household registration system to permit

rural and urban migration. It was ar-
gued that migration was needed to elimi-
nate the huge disparities between the
country and the city. Another recom-
mendation was that the land-use rights
be allocated for a period of thirty years
and not made subject to reallocation due
to demographic change within the vil-
lage, thus enhancing the value of prop-
erty rights. The third was that there be
a social security system for the elderly.

If these three policy changes were
carried out, combined with a signifi-
cant effort to increase rural educational
opportunities for girls, the major
sources of conflict between rural people
and governmental population controls
would be eliminated. The increase in a
family’s land when a child is born acts
as a pronatalist subsidy. The failure to
provide financial means for old age re-
sults in strong son preference, as a son
becomes the only secure means of care
as one ages. One of the important
sources of declining fertility in a devel-
oping country is rural to urban migra-
tion, since the migrants soon adopt the
fertility behavior of the urban area. And
finally, there is ample evidence that pro-
viding secondary school education for
females results in a striking reduction
in fertilicy.

If these measures were carried out,
China could rather quickly reach and
maintain replacement levels of fertility
without governmental intervention,
other than the provision of family plan-
ning services. Coercion would not be
required. The tensions that now exist
in the rural areas, which have resulted
in riots and other forms of resistance,
represent serious problems for the gov-
ernment. Eliminating the tension over
population control would reduce over-
all tensions significantly.
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