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What agricultural and resource economists are finding about food, farm, and resource issues.* 

ollution, such as that sometimes caused by irrigation runoff, may be best controlled by cooperation among 
the polluters, rather than through taxes or regulation, as shown in a case study from California-say Loehman 
and Dinar. 

Privatization of Mexico's communal ejido system of land ownership will be most successful on irrigated lands 
with modern social and economic infrastructure, but continuation of communal ownership may be most 
successful for dryland agriculture-say 
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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 h.is 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. 



I Guest Editorial I 

China s Rural Refonns: 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. 

The 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 rwo de­
cades. Real per capita incomes of the 
farm population doubled berween 1978 
and 1988 after rwenty years of near 
stagnation. The wide gap berween 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 berween 
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 berween 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 berween 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 berween 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 fertility. 

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 noi: 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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Jerry A. Sharples is Deputy Direc­
tor for Research of the Agriculture and 
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of his research career has been on agri­
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commodity market stability. He col­
laborated with Lon Cesal, Hunter 
Colby, Christian Foster, David Kelch, 
Robert Koopman, Daniel Plunkett, and 
David Sedik. 

Luther C. McKinney is Senior Vice 
President of Law and Corporate Affairs 
at Quaker Oats Company. His respon­
sibilities include areas of law, investor 
relations, government affairs, and cor­
porate communications. He has been 
a member of Quaker's Board of Direc­
tors and the Executive Committee since 
1978. Luther has been actively in­
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and labeling issues. He is a graduate 
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school at the University of Illinois. He 
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Fred Kuchler is an economist in the 
Resources and Technology Division of 
USDA's Economic Research Service. 
He has researched questions of pesti­
cide and biotechnology regulation, as 
well as technological change and asset 
pricing in agriculture. 

Sarah Lynch is a senior analyst at 
the Henry A. Wallace Institute for Al­
ternative Agriculture. Previously, in the 
Resources and Technology Division of 
the USDA's Economic Research Ser­
vice, her research focused on food safety 
and pesticide policy. Currently, she is 
coordinating the Wallace Institute's 
study on green support programs as an 
option of the 1995 farm bill. 

Laurian Unnevehr is Chief of the 
Environmental and Health Risk Branch 
in the Resources and Technology Di­
vision of the USDA's Economic Re­
search Service. She worked on con-
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Katherine Ralston is an agricultural 
economist in the Resources and Tech­
nology Division of USDA's Economic 
Research Service. Her current research 
focuses on potential economic impacts 
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Richard T. McGuire became Com­
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for the State of New York in 1989. 
Immediately prior to his appointment 
as commissioner, he served as a senior 
agricultural consultant to KeyCorp, a 
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ber of the U.S. trade missions to Ja­
pan, Canada, and Europe, and was an 
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William Dobson is Distinguished 
Professor, Department of Agricultural 
Economics, University of Wisconsin­
Madison. During his academic career, 
he has carried our research, teaching, 
and extension programs on agricultural 
business management. He served as a 
senior staff economist with the 
President's Council of Economic Ad­
visers and as a marketing specialist with 
the USDA's Agricultural Marketing 
Service. 

Patrick Luby is Adjunct Professor, 
Department of Agricultural Econom­
ics, University of Wisconsin-Madison. 
He previously served as Vice President 
and Corporate Economist for Oscar 
Mayer Foods, Inc. in Madison, Wis­
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