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Bruce F. Johnston*

THE POLITICAL ECONOMY
OF AGRICULTURAL DEVELOPMENT IN
THE SOVIET UNION AND CHINA+

Attempts to advance understanding of the political economy of agricul-
tural development and structural transformation must come to grips with
the experience of the Soviet Union and the People’s Republic of China.!
Agricultural policies in both countries are currently in a state of flux that
make confident predictions about future policies and performance impos-
sible; but a great deal of new information, scholarly analysis, and a much
improved data base are now available for China and the Soviet Union.?

* Professor, Food Research Institute.

1 This paper is based on a chapter of a forthcoming book, The Political Econ-
omy of Agricultural Development and Structural Transformation, by Bruce John-
ston, Peter Kilby, and Thomas P. Tomich, commissioned by the Economic De-
velopment Institute of the World Bank and also supported by the Stanford Food
Research Institute. Johnston is greatly indebted to a number of Soviet and China
specialists who have provided valuable comments and criticism on earlier drafts,
especially Alex Inkeles, D. Gale Johnson, Ramon H. Myers, Alan Piazza, Terry
Sicular, and Anthony Tang. He is also grateful to William O. Jones for extremely
valuable editorial suggestions and to Linda Perry for her assistance in preparing
the paper for publication.

1 Structural transformation is defined and the nature and significance of the
process are discussed in Johnston and Kilby (1975).

2 Kaser (1987) provides an interesting and up-to-date survey of reforms in the
two countries. For China, there has been a notable increase during the post-Mao
period in the availability of statistical data and in the quantity and quality of
scholarly documentation. A book by Perkins and Yusuf (1985) prepared for and
with the assistance of the World Bank provides an especially useful summary
account and a good bibliography. A paper by Dong (1987), a respected Chinese

Food Research Institute Studies, Vol. XXI, No. 2, 1989.



98 BRUCE F. JOHNSTON

There are similarities in the experience of the two countries because of
their authoritarian past as well as the strong influence of Marxist-Leninist
ideology. It is essential, however, to emphasize some highly significant con-
trasts that should be kept in mind when comparing agricultural and rural
development in the two countries.

There have been a number of major changes in China’s agricultural
policies during the past few decades whereas the Soviet system, despite a
great deal of tinkering, only now appears to manifest the possibility that
major policy changes will be introduced. Over the longer period there was
a large increase in the emphasis on state farms at the expense of an earlier
emphasis on collectives, and during much of the period since Khrushchev
came into power following Stalin’s death in 1953 there has been a significant
increase in farm prices, but with surprisingly little impact on productivity.?
The Soviet experience is also less relevant for the contemporary less devel-
oped countries because of differences in timing and in demographic and
structural conditions. Rates of growth of population and labor force have
been low compared to China and other late-developing countries that began
their demographic transition following World War II. (The average rate of
population growth of only 1.2 percent in the Soviet Union between 1927
and 1939 was to a considerable extent a consequence of high mortality as-
sociated with the famine that struck the countryside in the 1930s (Lorimer,
1946, p. 112)). However, the fact that Russia’s demographic transition
took place before the era of antibiotics and post-World War II advances
such as oral rehydration therapy is alone sufficient to account for a much
more gradual reduction in infant and child mortality than has characterized
the contemporary late-developing countries including China. Those differ-
ences in timing and in the demographic situation in the two countries go far
toward explaining why structural transformation is much further advanced
in Russia than in China. It is estimated that 80 percent of China’s labor
force was still dependent on agriculture in 1965 compared to only about 35
percent in the Soviet Union in that year. By 1985, only a fifth of the total
labor force in the Soviet Union was dependent on agriculture whereas about
three-fourth’s of China’s workforce still relied primarily on agriculture for
income and employment.

For nearly a decade after its victory over General Chiang Kai-Shek’s
Nationalists, the Mao Tse-tung regime’s policies unfolded in a series of in-
creasingly drastic changes. The first was a conventional “land-to-the-tiller”

economist, is also of great interest. A recent essay by Ofer (1987) provides a
comprehensive and balanced review of the huge literature on Soviet economic
growth (1928-85), including an analysis of the slowdown in growth rates and the
prospect that the Gorbachev reforms will reverse that declining trend.

3 For a more detailed account of Soviet policy changes from 1929 to the 1970s,
see Johnston and Kilby (1975, pp. 276-90).
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land reform that established a family farm system without tenancy or feudal
practices such as corvée labor. That was soon followed by the establishment
of producers’ cooperatives that increasingly brought land and other assets
under collective ownership. In 1958, the advanced producers’ cooperatives
that had hecome general were transformed into agricultural communes. By
1961, this sudden move to complete collectivization, compounded by bad
weather in 1960-61, had led to a calamitous decline in agricultural pro-
duction. With recognition of the disastrous consequences of the commune
system and of the Great Leap Forward, major reforms were adopted in
1961. Partly because of sethacks associated with the Cultural Revolution
that began in 1966, the recovery was slow until 1977. However, the funda-
mental reforms in agricultural policy implemented since 1978 have led to a
remarkable upsurge in farm production and rural nonfarm activity.

How can one account for China’s pragmatic willingness to make major
changes in agricultural policy and the lack of major changes in agricultural
policy in the Soviet Union in spite of the persistently mediocre performance
of the agricultural sector? A major difference in the experience of Soviet and
Chinese leaders must be part of the explanation. Stalin, Lenin, and most of
the other Soviet leaders had very weak links with Russia’s farm population,
but Mao Tse-tung and his colleagues and the Chinese peasantry had a long
period of intimate association, especially during the Yenan period.* The
number of policy shifts in China, however, also reflects the fact that periods
of pragmatism were interrupted by Mao’s radicalism during the Great Leap
Forward (1958-60) and again during the 1966-76 period of the Cultural
Revolution (Perkins and Yusuf, 1985, pp. 4, 90).

Another major contrast derives from the fact that China’s agriculturatl
resources are extremely limited relative to its population whereas there is
considerable slack in the Soviet agricultural economy.> As a result the
Soviet Union has had more policy space than China and could stick with
agricultural policies despite their serious shortcomings. That slack was
most obvious in the considerable scope that existed for extending the area

4 Following the Long March of the 1930s and during the War with Japan, the
Communist Headquarters was located in a remote rural area in Yenan. “In the
course of nearly two decades of skillful guerrilla campaigning in the 1930s and
1940s, the Communists became adept at organizing and leading the peasantry”
(Perkins and Yusuf, 1985, p. 88).

5 Tang (1984, chap. 1), who places particular emphasis on this contrast be-
tween China and the Soviet Union, offers an interesting explanation: because
China’s population and food production increased five- or six-fold between the
late fourteenth and early nineteenth centuries, compared to a doubling of Europe’s
population, the slack for further expansion of food production through acreage
or yield increases had been exhausted. (Resort to new off-farm inputs, notably
chemical fertilizers, has of course raised the yield ceiling in recent decades.)
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under cultivation. For China, that potential had been virtually exhausted
by the 1950s. In addition, China and other low-income countries do not
have another type of slack that characterized the Soviet food economy.
Those countries rely so heavily on cheap calories and other nutrients from
starchy staples that there is much less scope than existed in the Soviet Union
for offsetting reductions in total food supplies by increased reliance on grains
and potatoes (or other starchy staple foods) that are the cheapest sources
of food energy. This was undoubtedly a major reason why the results
of China’s 1959-62 food crisis were so disastrous; demographers estimate
that from 16 to 30 million people died as a result of malnutrition and
starvation.® The death toll in Russia associated with the collectivization
drive in the 1930s was also enormous; Jasny (1949, p. 553) estimates that
“at least 5.5 million people died in excess of normal mortality” in the years
centered around 1932-33. The loss of life would have been greater if it had
not been for the fact that there was still considerable scope for “raiding
the feedbin” and sustaining human life by direct human consumption of
grain normally destined for feeding livestock. (See Bennett, 1954, for an
extended discussion of the significance of a country’s starchy staple ratio,
i.e., the percentage of total calories obtained from cereals, root crops, and
other starchy foods.)

It is only with the accelerated growth of agricultural production since
1978—and the sharp reduction in the population growth rate—that the
PRC is now beginning to experience a major change in diet patterns, with
reduced dependence on the cheap starchy staples and increased consump-
tion of livestock products, fruit and vegetables, and other preferred but
more expensive foods. This has already entailed some shifting away from
production of cereals to more profitable products, resulting in an increase
in grain imports. In spite of the uncertainties that make it so difficult to
assess the future prospects for either the Soviet Union or China, it seems
that China is evolving policies that may enable it to become “Asia’s next
economic giant” (Perkins, 1986). In that connection, it will be of inter-
est to note a few of the significant similarities and contrasts between the
development experience of China, Japan, and Taiwan.

6 Because of the detailed and high-quality demographic data obtained in
China’s 1982 census, “a reasonably plausible account of demographic trends be-
tween 1953 and 1964 can be based on them” (Ashton et al., 1984, p. 618). See
also Banister (1986). There are significant differences in their reconstructions of
China’s population dynamics, but Ashton et al. (1984, p. 619) and Banister
(1986, p. 618) agree that the high death rates for the famine years 195861 imply
about 30 million excess deaths.
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AGRICULTURAL DEVELOPMENT IN THE SOVIET UNION

It is somewhat puzzling that the Russian model of agricultural de-
velopment is still being emulated, probably most notably in Cuba and
Ethiopia. A half century has passed since the Soviet regime completed
its whirlwind collectivization of agriculture (1929 to 1938). But in spite
of many twists and turns in Soviet policy, agriculture has continued to be
a problem area. In a recent review of the Soviet experience, Alec Nove
(1983, p. 86) states flatly that “no one seriously questions the proposition
that the Soviet agricultural performance has been disappointing.” Apart
from two periods—1952-58 and 1964-70—the rate of growth of agricultural
output has been mediocre.” The slowdown in output growth in the 1970s
must have been especially troubling because, as Gale Johnson (1983, p. 19)
emphasizes, that was “a decade of unprecedented levels of agricultural in-
vestment, a doubling of fertilizer availability, and significant improvement
in the relative income position of farm people.”

Collectivization of Soviet Agriculture

In some degree Stalin’s decision to collectivize Soviet agriculture, and
also decisions to emphasize collective or state farms in Cuba and other
countries in the Soviet orbit, can be attributed to the major tenet of Marx-
jian ideology which emphasizes the superiority of large-scale farms.® The
immediate precipitating forces for the collectivization drive were related to
a crisis in grain supplies for the urban areas, a crisis that Karcz (1969)
and Lewin (1968) argue was largely a result of mismanagement, ill-advised
policies based on an incorrect analysis of peasant behavior, and neglect
of measures that could have fostered increased production. It now seems
clear, however, that the principal motive for collectivization was to ob-
tain political control of the countryside and feed the cities. Writing just
a decade after the collectivization drive, Maurice Dobb (1948) and Naum
Jasny (1949) emphasized that collectivization was motivated primarily by
a desire to control the disposition of farm produce in order to insure food
supplies for the urban population. There was an obvious political motive
in giving priority to provisioning the cities and industrial centers. Forced

" From 1952 to 1976 the annual percentage rates of growth of agricultural
output by six-year period, based on three-year averages, centered on the specified
year, were (Johnson, 1983, p. 18): 1952-58, 6.7; 1958-64, 1.5; 1964-70, 4.5;
1970-75, 1.6.

8 Wittfogel (1971) gives a concise account of the views of Marx, Kautsky, and
Lenin concerning the importance of economies of scale in agriculture.
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collectivization was also influenced powerfully by the political objective of
establishing governmental control over the rural population so that an inde-
pendent peasant class would not constitute a threat to the regime (Lewin,
1968; Nove, 1971). Hence, many party leaders were determined to elimi-
nate individual peasants—and more especially the kulaks because they were
regarded as the chief potential threat to the regime.’

Agriculture’s Role in the Fconomic Development of the Soviet Union

Many scholars have argued that the collectivization policy must be
assessed as an integral part of the Stalinist strategy of accelerated indus-
trialization with its primary emphasis on heavy industries to produce the
means of production that were considered the key to rapid growth. In
Abram Bergson’s terse phrase, “steel was a final good to Stalin, and bread
an intermediate one” (Tang, 1967, p. 1118).

The overriding objective of agricultural strategy, from this point of
view, was the extraction of a surplus of food and raw materials to sat-
isfy the requirements of industry and an expanding urban population and
to earn foreign exchange to finance essential imports. A corollary of this
strategy of surplus extraction was that agriculture should make a maximum
contribution to domestic saving; and, therefore, the reverse flow of inputs
and consumer goods to agriculture should be held to an absolute minimum.

Two facts that are beyond dispute lend credence to this interpretation.
The Soviet Union has been successful in transforming a relatively underde-
veloped economy into a modern industrial power. And the exceedingly low
prices paid for grain delivered against compulsory quotas and in making
payments in kind for the services provided by the Machine Tractor Sta-
tions represented a significant flow of resources out of agriculture, a form
of forced saving imposed on the rural population.

The fact that rapid industrialization was linked historically with mea-
sures that lowered the standard of living of the rural population does not
prove, however, that agriculture made a large net contribution to the cap-
ital requirements of other sectors. To consider only the surplus that was
extracted from agriculture is clearly not sufficient to settle the issue. James
R. Millar (1970) has emphasized that the evidence required to estimate the
magnitude of the net flow is not available. He suggests, however, that
the net capital contribution obtained from agriculture was probably very
modest because the reverse flow of resources into agriculture, including the
budget grants that financed the Machine Tractor Stations and interest-free

9 C. Frederick Starr, a Soviet scholar who has studied that period “has flatly
concluded that the problem of grain supply for the cities was a trumped up excuse
for what Stalin wanted to do anyway, namely to obtain political control of the
country-side” (Johnson, 1988).
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capital grants to state farms, may have been nearly as large as the expan-
ston of agriculture’s sales to nonagriculture. In the period since Stalin’s
death in 1953, there has been a large increase in the flow of resources into
agriculture. Thus the share of agriculture in total investment rose from
10 percent in 1950 to about 30 percent since the early 1970s (Ofer, 1987,
p. 1804). But apart from the two periods, 1952-58 and 1964-70, the re-
sults have been disappointing; and there may well have been a net flow of
resources into agriculture.

For the Stalin period, the forced procurement policies did insure that
urban food shortages did not interfere with the goal of rapid industrializa-
tion with priority to heavy industry. Even in years of reduced production,
industrial workers were buffered from the effects of a shortfall in farm out-
put because during Stalin’s regime farm households had become the residual
claimants for available grain supplies. Food supplies for the nonfarm pop-
ulation were assured because compulsory deliveries of grain had hecome a
“First Commandment” during the collectivization drive in the 1930s.

It might be claimed that, in the context of the Stalinist strategy, ne-
glect of agriculture was rational since the overall policies succeeded in trans-
forming a predominantly agrarian society into a modern industrial state.
That view is, however, no longer convincing. It should be noted first of all
that considerable industrial development had taken place in Russia prior to
World War 1. A sizable rail network had been built, and the country had
small but well-qualified technical, scientific, and statistical cadres so that
it is wrong to picture Russia on the eve of the revolution as a country at a
very early stage of economic growth.

Both the agricultural and industrial development strategies had short-
comings, however, that have become more apparent over time. With respect
to agriculture, Ofer (1987, p. 1803) states in his authoritative survey ar-
ticle that “it is clear that the economic payoff [from bypassing agriculture
and forced collectivization] fell far short of expectations in the 1930s and
that the Soviet Union is still paying dearly for the decision to collectivize
and for the way the decision was implemented.” Industrial growth in the
Soviet Union was impressive through the 1950s so that there seemed to be
some justification for the claim that assigning a low priority to agriculture
yielded dividends in rapid industrialization. However, the subsequent de-
cline in the rates of growth of GNP and of the “M sector” (manufacturing,
mining, and construction) makes it clear that the Stalinist strategy did
not provide a basis for rapid and sustained growth even in the industrial
sector. Performance of the “A sector” (agriculture and forestry) was im-
pressive only during the 1950s, but the declining trend is obscured because
of the fluctuating influence of the weather. The following tabulation sum-
marizes the annual rates of change in GNP, in sectoral growth rates, and
also the estimated rate of change in total factor productivity (Ofer, 1987,
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p. 1778-79):
1928-40 1950-60 1960-70 1970-75 1975-80 1980-85

GNP 5.8 5.7 5.2 3.7 2.6 2.0
A sector 1.6 4.4 2.2 0.9 -0.2 2.0
M sector 9.2 9.6 6.2 5.9 3.2 2.3
Service sector 6.9 4.3 5.3 4.3 3.0 2.1
Total factor

productivity 1.7 1.6 1.5 0.0 —04 -0.5

It now appears that the impressive growth of industrial output during
the earlier periods represented extensive growth based on increased use of
capital, labor, and energy and other resources. In addition to the difficul-
ties that were bound to be encountered in sustaining the growth of inputs,
the early industrialization drive took place at a time when the dominant
technological advance in the world’s industrialized countries “was concen-
trated in heavy industry and machinery, energy, and raw materials” (Ofer,
1987, p. 1823). It appears that this suited the goals and structure of the
Soviet system; hence the problems that result from centralized planning
and a command economy did not become serious until later.

Adverse Effects of Centralized Planning and Collectivization

Research by western scholars has identified a number of reasons for the
secular decline in Soviet growth rates and in the glasnost era Gorbachev
as well as Soviet scholars have emphasized some of the same propositions.
Ofer (1987, pp. 1814-16) discusses a half dozen significant factors: (1) the
fact that the Soviet Union’s extensive growth “is by nature exhaustible, as
manifested in the unavoidable decline in the growth rate of inputs”; (2)
technological change and attempts to increase efficiency have been increas-
ingly disappointing and have failed to replace input growth as a source of
increases in output; (3) the “strategy of haste” that has characterized So-
viet economic planning has undermined the sustainability of growth and
exacerbated the difficulties encountered by the Soviet economy in shifting
to an intensive growth path relying on research and development and tech-
nological change and a more efficient pattern of investment rather than
enlarged use of inputs; (4) the growing complexity of the economy makes
it increasingly difficult to translate goals into detailed production plans;
(5) expanding military expenditures have adversely affected overall eco-
nomic growth by absorbing scarce human and material resources; and (6)
material incentives have been weakened as a result of the inability of the
Soviet economy to fulfill its production targets for consumer goods which
are low-priority items whose production is cut first when growth declines.

It now seems clear that the economic as well as the human costs of
the Stalinist strategy and collectivization were unnecessarily high. The
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most obvious factors to be noted in that regard are the direct effects of
compulsory collectivization-—a sharp drop in farm output, a large loss of
human life in the famine of 1933, and an enormous waste of capital in the
form of the draft animals that perished during the early years of the col-
lectivization drive. Handicraft production and small-scale industries were
also a casualty of that period, and their destruction accentuated the fall in
living standards. The rejection of criteria based on conventional concepts
of economic rationality and the heavy reliance on command farming and a
campaign approach led to substantial waste and inefliciency. (See especially
Nove, 1969, and Karcz, 1969.)

Of greater significance than the costs in terms of static efficiency are
the adverse effects of the Soviet strategy on the process of technical change
and increases in efficiency over time. Such problems were most obvious in
the Stalin period. The refusal for many years to introduce hybrid corn,
because of the ideological objections based on Lysenko’s Marxist Theory of
Plant Genetics, is an extreme example. But other types of problems have
undoubtedly had more serious and more persistent effects. In particular the
structure of incentives and the limitations on decentralized decision making
must have impeded the adoption of a sequence of innovations well adapted
to local circumstances. Thus Raup (1972) and others have stressed that
the decision-making framework for agricultural management has had the
effect of discouraging innovation and specialization.

Those problems first became apparent in agriculture, but the shift of
the technological frontier toward an “information-intensive economy” with
emphasis on electronics, computers, and communications accentuates the
shortcomings of the Soviet system of centralized planning. An observation
by Heymann in a 1985 paper (Ofer, 1987, p. 1823) is interesting in calling
attention to these problems and in noting that the Gorbachev leadership is
aware of them:

Soviet society—as is now beginning to be recognized by the new
Gorbachev leadership—is handicapped by a socio-political organi-
zation ill suited to the adoption and assimilation of an information-
intensive culture: its highly centralized approach to management
and decision making; its dearth of reliable data bases and the wall
of secrecy with which it surrounds them; the poor quality and
availability of its telecommunications links; its discouragement
of entrepreneurship and risk taking (uncoordinated small-team,
competitive ventures do not exist); its tradition of ignoring the
needs and wishes of customers and users; and its abhorrence of
the wide-open, chaotic marketplace, where a staggering variety of
profit-motivated buyers and sellers contend—these and other fea-
tures hamper and constrain the society’s ability to adjust to and
benefit from the information revolution.
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The shortcomings of the Soviet system have become increasingly sig-
nificant for agriculture because of the growing importance of agriculture-
industry interactions in a modern economy. Thus the failure to use com-
plementary factors such as tractors of varying size and a variety of well
adapted implements has been a serious problem. Frequently, the variety of
machinery and other inputs needed has simply not been available because
firms manufacturing inputs have lacked the awareness, incentive, and ca-
pacity to respond to the diverse needs of farm units. Nove emphasizes that
the customer’s lack of influence on production is a general weakness of the
Soviet system. But unbalanced mechanization and lack of complementary
equipment in agriculture are especially severe problems. More generally,
“a massive volume of published complaints testifies to the fact that the
machines are too often of poor quality, unsuited to local conditions, with
insufficient spare parts, while many requests are not met at all” (Nove,
1983, p. 89). Johnson notes an important example of the failure to provide
complementary equipment. He reports there is almost no equipment for
tractors of 150 to 300 horsepower and concludes that it was “an economic
crime to produce enormous tractors without producing the equipment that
would permit their efficient use” (Johnson, 1983, p. 53).

It might seem surprising that Soviet farms are very poorly served by
all-weather roads. Neglect of investments in infrastructure appears, how-
ever, to be a significant consequence of one of the strategic notions that
has shaped Soviet investment strategy—the view that concentration of in-
vestment in producer-goods industries is the key to rapid growth. This
is coupled with a Marxist and Soviet distinction hetween productive and
unproductive investments, with the latter including “all investments in ser-
vices such as housing, urban infrastructure, and consumer services as well
as in public administration, banking and other business services” (Ofer,
1987, p. 1807). Those biases are accentuated by what Ofer refers to as a
manifestation of the haste strategy. As a result of these strategic notions, in-
vestments in transportation and communications networks and other types
of infrastructure are minimized in order to concentrate on real production.
That bias is no doubt reinforced by the fact that investment requirements
for transport and other types of infrastructure are often very large, and
the payoffs are often indirect and slow. Hence, in the short run capital
productivity may be higher without such investments—hut at the cost of
reducing growth rates in the future.

It is apparent from the estimates of total factor productivity on an
economy-wide hasis presented earlier that there were modest gains in fac-
tor productivity until the late 1960s. The record of changes in total factor
productivity in the agricultural sector appears to be especially unsatis-
factory. Studies by Karcz (1967) and Johnson (1971) of changes in farm
output and inputs between the late 1920s and late 1930s point to a decline
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in total factor productivity. Inasmuch as that was a turbulent period in
Soviet agriculture with the rapid collectivization of virtually the entire farm
population, it is not at all surprising that there was a decline in factor pro-
ductivity. It is more surprising that recent studies by Johnson and by Karen
McConnell Brooks focusing on the 1960s and 1970s indicate “that the re-
sources devoted to agriculture in the Soviet Union produce approximately
half as much as the same bundle of resources would produce in climatically
similar areas in North America” (Johnson, 1983, p. 196; Brooks, 1983).
In spite of the very high rate of investment in Soviet agriculture in recent
decades the decline in the share of agriculture in its labor force—from 34 to
20 percent between 1965 and 1980—has been considerably less than in the
19 industrial market economies included in the World Development Report,
1987 where the (weighted) average share declined from 14 to only 7 percent
(World Bank, 1987, p. 265).

Continuing Problems and Prospects for Reform

There is great uncertainty about the prospects for significant changes
in agricultural policy in the Soviet Union. The emphasis that General
Secretary Gorbachev has placed on perestroika—a restructuring of the So-
viet economy—certainly emphasizes that there is serious concern about the
unsatisfactory performance of the Soviet economy. Reporting on a recent
10-day visit to Moscow and Leningrad as a guest of the Soviet Academy of
Sciences, Martin Feldstein (1987) asserts that “there is a clear sense of ur-
gency and a desire to see substantial changes in practice by the end of this
decade.” Although Feldstein is not a Soviet specialist, his observations are
perceptive. Moreover, even experts on the Soviet economy such as Marshal
Goldman and Gur Ofer have little access to information about decisionmak-
ing in the Soviet Union and often differ sharply in their prognostications of
possible future changes in economic policies.'®

In his summary account, Feldstein notes that five principal changes are
being proposed: (1) give enterprises more discretion by permitting some
degree of self-financing and by terminating subsidies to cover operating
losses; (2) change the character of central planning by initiating a system
of minimum production quotas while permitting firms to determine their
own production levels in using their remaining capacity; (3) decontrol prices
(although “even ambitious reformers expect to see only 30 percent to 40
percent of prices freed within three years” because of fear of inflation and
the bureaucratic reluctance to lose control); (4) create credit markets by a
major reform that would enable a national network of local banks to assess

10 Feldstein’s report has the virtue of being very concise and up-to-date. His
analysis seems quite consistent with the concluding section of the important sur-
vey article by Ofer (1987, pp. 1819-26).
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credit risks and loans to enterprises; and (5) develop competition among
enterprises in order to provide incentives for efficient production and to
curb the rapid price increases and abnormal profits that would result from
price decontrol if enterprises continued to be monopoly suppliers.

It is not clear whether the present preoccupation with general economic
reforms will increase or diminish the prospects for agricultural reforms. In
his broad-ranging book Perestroika: New Thinking for Our Country and the
World, Gorbachev (1987) barely mentions agriculture. A recent announce-
ment by the State Agro-Industrial Committee indicates that agricultural
land (all of which is state owned) will be leased to private individuals and
groups for up to 50 years. This would seem to indicate that Stalin’s collec-
tive system has been abandoned, but there must be doubts about the ability
of the present Soviet leadership to overcome the obstacles to implementing
such a major reform. The bureaucrats in powerful government ministries
and leaders of the large monopoly enterprises are understandably reluc-
tant to give up central planning. In commenting on that announcement,
Laird (1988) further emphasizes that if the proposed reforms are imple-
mented, they “inevitably will cause unanticipated problems and significant
economic distortions.” The fact that price decontrol will cause inflation in
an economy in which excess demand has long been suppressed is only one
of several problems that Feldstein identifies. And he rightly notes that such
problems may “undermine public support for the restructuring, and that
the bureaucrats will seize the apparent failures as a basis for reestablishing
the old centrally planned economy.”

On the other hand, it may well be that significant improvement in the
performance of the agricultural sector is not possible except as part of more
comprehensive economic reforms. In a perceptive account of what were
intended to be significant economic reforms, Gertrude Schroeder (Johnson,
1983, p. 214n) notes that:

A decade of reforming the reforms has not altered the nature of the
Soviet economic system in any essential respect. It remains one of
rigid, highly centralized planning of production, formal rationing
of nearly all producer goods, centrally-fixed prices, and incentives
geared to meeting plans. Since these characteristics of the system
contain the roots of its difficulties in using resources efficiently and
gearing production to customers’ wants, it is not surprising that
problems have defied solution.

It seems especially clear, for example, that inefficiencies in the supply
of inputs to the agricultural sector because of the rigidity of the centrally
planned state manufacturing enterprises could only be overcome by reforms
along the lines summarized so concisely by Feldstein. It is suggested in the
next section that one of the reasons why more significant economic reforms
seem to be possible in China is because the modern urban economy subject
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to central economic planning is still such a relatively small part of the total
economy.

EVOLVING STRATEGIES FOR AGRICULTURAL
AND RURAL DEVELOPMENT IN CHINA

It is difficult to summarize the policies and programs carried out in
rural China during the four decades since the Communists gained control
because of the major policy changes, both gradual and abrupt, that have
occurred. It is useful to begin by calling attention to several distinctive fea-
tures of agricultural and rural development in China. Subsequent sections
then discuss China’s land reform and its approach to collectivization and
finally the reforms of the post-Mao period and future prospects.

Distinctive Features of Rural Development in China

The paradox of rural-urban bias and dualism. It is important to em-
phasize an apparent paradox in the development strategies pursued by Mao
and his colleagues. On the one hand there has been a strong commitment
on the part of China’s leaders to serve the rural poor and to “see their
future and the future of the policies they believe in as being intimately
tied to the prosperity of the countryside” (Perkins and Yusuf, 1985, p. 5).
On the other hand, however, there was an equally strong commitment to
build a modern industrial state that could support modern military forces
capable of defending the country against all foreign powers. This led in the
1950s to the adoption of a Stalinist development strategy, with emphasis
on steel and machinery, that continued until Mao’s death in 1976 despite
the rhetoric about taking agriculture as the foundation.

Although Stalin and other Soviet leaders were committed to promoting
their industrialization-first policies by extracting resources from agriculture
through forced collectivization and by minimizing the reverse flow of re-
sources into agriculture, the pattern of collectivization that was adopted
has not been very successful in holding down the agricultural sector’s de-
mands on the country’s capital resources. But in China the leadership
was able to implement a self-reliant strategy for agriculture that achieved
expanded agricultural output by labor-using, capital-saving technologies,
thereby minimizing the flow of scarce resources into agriculture. Perkins
and Yusuf (1985, p. 194) emphasize that “the choice of a self-reliant strat-
egy was deliberate. The government budget directly controlled nearly a
third of national product, and industrialization proceeded rapidly through-
out the three decades, but these resources were directed mainly toward the
machinery and steel sectors, not agriculture.”

The version of an industrialization-first strategy pursued in China gave
rise to a unique form of urban bias that has resulted in maintaining, to a
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remarkable degree, a dual economy. The share of the population in urban
areas scarcely increased between 1957 and 1978. Between 1952 and 1957
it rose from 12.5 to 15.4 percent. During the next two decades, the urban
share increased only marginally to 17.9 percent. That slight increase in
urbanization was the result of a virtual ban by the government on migration
from rural to urban areas. The ability of the government to enforce that ban
is striking evidence of the regime’s organizational capacity to implement
government policies. Since that time the controls on migration to urban
areas have been relaxed. There was a sizable increase in the urban share
from 17.9 to 23.3 percent between 1978 and 1983. The very large reported
growth of the urban population from an estimated 241 million in 1983
to 382 million in 1985 or 38 percent of the total population is, however,
misleading. In 1984, the Chinese redefined the population to be classified
as urban and so a large but unknown part of the reported increase between
1983 and 1985 resulted from this reclassification (Perkins, 1988, p. 639).
The ban on rural-urban migration meant that it was not necessary for
the government to resort to a large increase in compulsory grain deliveries to
feed a rapidly growing urban population.!! At the same time, the policy of
self-reliance for rural areas meant that the agricultural sector had to support
a greatly increased rural population. The 57 percent increase in the rural
population from 547 million in 1957 to 859 million in 1982 was considerably
greater than the 46 percent increase in the urban population which rose
from 99 to 145 million; and the absolute increase in the size of the rural
population was close to seven times as large. Given the extremely limited
scope that existed for enlarging the cultivated area, efforts to increase the
per capita income of the rural population faced a severe resource constraint.
In addition, only a small fraction of government investment was al-
located to agriculture—14.6 percent of capital construction investment in
1965 compared to 50.8 percent allocated to heavy industry.'? It is therefore
not surprising to find that the increase in value added per capita has been

11 Walker (1984, p. 182) estimates that between 195357 and 1977-80 govern-
ment purchases increased only from 31 to 45 million tons; and grain received by
the government as tax payments declined from 19 to a little less than 14 mil-
lion tons. Government sales in urban areas increased considerably more than the
government’s gross procurement of domestic grains for two reasons. Government
sales of grain in rural areas were reduced from an average of 22.3 million tons in
1953-57 to 15.5 million tons in 1977-80. In addition, net imports of grain aver-
aged close to 9 million tons in the later period whereas there were net exports of
1.9 million during the earlier period. These figures suggest that the quantity of
grain available for sale in urban areas increased from about 10 million tons to 40
million tons between 1953-57 and 1977-80.

12 Perkins and Yusuf (1985, pp. 14, 15) give figures for selected years between
1952 and 1981. The share allocated to heavy industry rose from 34.3 to 51.6
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very much greater in the nonagricultural sector than in the agricultural sec-
tor. In current prices there was a modest 3.5-fold increase in value added
per capita in agriculture between 1949 and 1981 whereas the nonagricul-
tural sector registered nearly a 14-fold increase. That crude comparison
is not very illuminating. For one thing, the rapid rise in per capita value
added in nonagriculture is in large part a reflection of the concentration of
investment in urban industry with a consequent growth in capital intensity
and a decline in the share of value added received by urban workers. On
the other hand, because the state allocated most of its investment to urban
large-scale industry or to related infrastructure, the increase in urban de-
mand for labor was much more rapid than the growth in the urban labor
force (which was restricted by the ban on migration). A rapid rise in the
capital intensity of urban production provided only part of the solution. In
addition, urban industry’s increased demand for labor has been met by em-
ploying a much higher proportion of urban residents, particularly women.
As a result, urban family incomes rose much more rapidly than rural family
incomes (Perkins and Yusuf, 1985, pp. 124-28).

Components of rural development. In considering rural development
in China, it is particularly important to give attention to compenents in
addition to agricultural development, i.e., increases in agricultural produc-
tivity and output. Additional components that merit attention include
investments to improve the agricultural infrastructure, expansion of rural
education, fostering the growth of rural-based manufacturing activities, and
expanding the rural population’s access to essential nutrition, health, and
family-planning services. In fact, China’s considerable success in providing
its large rural population with access to basic health services appears to be
especially relevant to the concerns of many developing countries where agri-
culture continues to account for such a large proportion of the population
and labor force.

An important motivation for establishing rural communes in China
was to facilitate the mobilization of rural labor for infrastructure projects.
Of greater significance in enhancing the wellbeing of the rural population,
however, were the educational and health-related activities that improved
the quality of human resources in rural areas. It is widely believed that,
despite the suffering and loss of life during the chaos of the Great Leap For-
ward, the wellbeing of China’s rural population has improved during the
past four decades even though there was virtually no increase in per capita
food supplies between 1957 and 1977. It is beyond doubt that impressive

percent between 1952 and 1957; 1981 was the only year heavy industry’s share
fell below 50 percent. Agriculture’s share rose sharply from 8.6 percent in 1957
to 21.3 percent in 1962 but was below 10 percent in 1975 and in 1981. It is also
to be noted that investment in farm machinery, fertilizers, and other farm inputs
typically accounted for only about 10 percent of the investment in heavy industry.
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progress has been made in expanding the rural population’s access to ed-
ucation and in promoting improvements in health. An attempt to assess
briefly the positive achievements of Communist rule in China is inevitably
a hazardous enterprise. Many critics of China’s Communist regime would
dismiss four decades of effort toward human betterment by pointing to the
enormous and tragic loss of life during the Great Leap Forward—or per-
haps the more recent resort to coercion evident in compulsory sterilization
and abortion that have been a part of the draconian (and belated) effort
to stabilize the country’s population growth rate by the end of the century.
At the opposite extreme, there are some who are so anxious to extol the
achievements of the PRC that they are unwilling to confront evidence con-
cerning the human costs of the Great Leap or the infringement of human
rights resulting from periodic resort to coercive methods to reduce fertil-
ity. John Aird, a knowledgeable demographer who has studied China’s
population for many years, even argues that the willingness of influential
outsiders to ignore the evidence of compulsory sterilization and abortion
may have contributed to the willingness of China’s leaders to condone and
even encourage those practices (Aird, 1986, p. 185).

The fact that the record is decidedly mixed should not be allowed to
obscure the progress that has been made in rural China in expanding access
to education, in improving the health and nutritional status of the popula-
tion, and in slowing rapid population growth in a country where pressure of
population on the limited area of good agricultural land is already a major
problem. The per capita availability of tillable land to the country’s rural
population works out to only 0.12 hectare, even less than in Bangladesh or
Egypt where 0.15 hectare per capita is available.

Education and trained leadership. In 1949, only about one-fourth of
the country’s children of primary school age were enrolled. By 1958, 67
percent of children-—an estimated 86 million children in that age group—
were enrolled in primary schools. Another 8.5 million children were enrolled
in secondary schools, although at that level there was a concentration of
schools in large towns and cities so that perhaps only 10 percent of the
relevant rural population was enrolled in secondary schools compared to an
overall figure of 17 percent (Perkins and Yusuf, 1985, pp. 172-73).

Data from the 1964 and 1982 censuses provide evidence of great ex-
pansion of education during the intervening 18 years. Of China’s 1964
population of about 700 million, 240 million people had received some form
of education, although mostly only primary. By 1982 a little over 600 mil-
lion out of a total population of one billion had received some education,
and 41 percent had gone beyond primary education. In 1964, 32 million had
entered junior middle school but not gone beyond; by 1982 the number was
178 million. Particularly striking was the increase from 9 million in 1964
to 66 million in 1982 in the number of children who had attended senior
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middle school. Inasmuch as the Cultural Revolution had devastating effects
on higher education, it is not surprising that the increase in the population
with university education was more limited—from 3 million to 6 million
(Banister, 1986, pp. 178-79). In terms of current enrollment it was only in
1981 that college-level enrollment (1.28 million) exceeded the enrollment of
1.23 million in 1962. Enrollment in colleges of agriculture and forestry in
1981 was only about 7 percent of the total (Perkins and Yusuf, 1985, pp.
178, 183).

The capacity of the Communist regime to implement its programs has
been enlarged by the expansion of formal education. But especially in the
earlier years, it probably depended even more on the availability of cadres,
individuals dedicated to the goals of the new regime and of demonstrated
ability but who may have had little formal education. Perkins and Yusuf
(1985, p. 91) report that: “New cadres were recruited from among peas-
ants and workers who had distinguished themselves in mass campaigns,
from among college students who had been trained and indoctrinated, and
from among administrators belonging to the old regime who were willing to
embrace the Communist value system.” In 1949, the Party had 700 thou-
sand cadres at its disposal, and within three years that number had risen to
2.75 million. It is also noted that “the most trusted cadres were sent to the
villages to learn about the problems of the peasants through personal con-
tact and to establish the framework of communication and control, which
the regime could then use for the task of development” (Perkins and Yusuf,
1985, p. 92).

Rural health programs. Of the many bold initiatives associated with
the Great Leap Forward, the founding of commune health centers during
1958-60 has probably had the most lasting and positive impact. Many of
those centers were closed in the early 1960s because of funding problems;
but as the rural economy recovered from famine and institutional dislo-
cation, medical facilities were rehabilitated and cost-sharing schemes were
devised. With the launching of the Cultural Revolution, the commune-
level clinics were upgraded into rural hospitals, and health stations were
established at the brigade level. There was a large expansion of paramedics
(“barefoot doctors”) who staffed the brigade health centers, and the more
affluent production teams had their own paramedics. Costs were held down
by an emphasis on immunizations and other preventive public health activ-
ities that included promotion of hygiene and environmental sanitation. In
addition, the government allocated 60 percent of its health budget to the
rural sector and families made a modest contribution to the cost of coop-
erative medical insurance, thereby making treatment “within the reach of
the great mass of rural inhabitants” (Perkins and Yusuf, 1985, p. 141).

The increase in expectation of life at birth since the 1950s has been
very great-—from about 45 years in the mid-1950s to 65 years in 1982.
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That increase has, of course, been mainly a result of very sharp reductions
in infant and child mortality. The estimated decline in infant and child
mortality rates is remarkable (Ross et al., 1988, pp. 229, 231.):

1955-60 1960-65 1965-70 1970-75 1975-80 1980-85

Infant mortality 179 121 81 61 41 39
(deaths before
age one per
1,000 births)
Child mortality 77 47 36 23 17 16
between ages one
and five (number of
children per 1,000
that reach age one
who die before age 5)

The large increase in life expectancy and greatly improved prospects
for infant and child survival have been the result of widespread access to
health services, improvements in food intake and nutrition, and a sharp
reduction in fertility during the past two decades. Attention is given in the
next section to China’s population policies and family-planning program
before turning to an examination of changes in infant and child mortality,
food intake, and nutritional status.

Family planning. One of the sharpest shifts in policy in China has
related to population. Mao Tse-tung took an explicitly orthodox Marxist
view and rejected the views of Malthus as not applying to China’s socialist
economy. His basic view seems to have been “that China’s large population
would be an asset because it meant abundant labor and labor was the
source of all wealth” (Aird, 1986, p. 187). However, when the results of
the 1953 census became available showing a population 100 million larger
than expected, that orthodox view was temporarily reversed and a rather
tentative family-planning program was initiated in 1956. Little was done,
however, because the establishment of rural communes and the Great Leap
began in 1958.

It was not until 1962 that a second family-planning program got un-
der way as the serious food crisis resulting from establishing the commune
system, with decisionmaking at the commune or brigade level, came to be
recognized. That family-planning program was interrupted between 1966
and 1969 because of the political turmoil resulting from the Cultural Rev-
olution. The motivations seem to have varied over time, but since 1969
family-planning efforts have been continued and with increased intensity.
Recently considerable emphasis has been placed on the decline in the per
capita availability of land, and in 1979 “it was revealed that food grain per
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capita had actually decreased since 1957, that food was short in some rural
areas, and that for the country as a whole food was still ‘a big problem’ ”
(Aird, 1986, p. 188).

Recognition by policymakers of the powerful momentum that charac-
terizes population growth has led to vigorous action to slow it by a policy
of one child per family in an attempt to bring the rate of natural increase
down to 0.5 percent by 1985 and to zero by 2000. As noted earlier, it seems
clear that the central government has encouraged local officials to resort
to coercion if necessary to meet these exceedingly demanding targets for
reducing the number of births. There has also been extensive use of spe-
cial benefits for one-child families and penalties on those who exceed that
limit. A 1979 article by Chen Muhua, who was vice-premier and direc-
tor of the State Council Birth Planning Group at the time, stressed that
“controlling excessive population growth via a well-run planned-birth pro-
gram will vastly reduce the population pressure on employment, facilitate
the accumulation of capital on the part of the state and the collective, and
improve the people’s standard of living.” Her statement recognized the
special difficulty “of controlling population increase in rural villages” but
also stressed that the broad coverage and results achieved by China’s ru-
ral health program would be a favorable factor. Thus she notes explicitly
that “it is necessary to manage maternal-and-child-health-care work well,
thereby further reducing neonatal and infant mortality, so that when one
baby is born, he or she will survive” (Muhua, 1979, pp. 351, 353).

It is certainly unfortunate that a serious and sustained effort to pro-
mote family planning was not launched until two decades after the Commu-
nist regime achieved complete control of the Mainland. And it is deplorable
that the belated efforts since 1969 have found it necessary to condone and
encourage coercion in carrying out sterilizations and abortions, including
late abortions. Similar reductions in fertility in Taiwan and South Korea
were achieved without such measures. For example, the crude birth rate in
Taiwan declined from 40 to 23 per thousand between 1960 and 1975 (World
Bank, 1978, p. 105). It is estimated that the crude birth rate in China de-
clined from 41 per thousand in 1968 to 21 per thousand in 1982 (Banister,
1986, p. 165). The task in Taiwan was undoubtedly much easier because of
more rapid economic and social progress and the greater ease of reaching a
smaller and more urbanized population in a much more compact area.

There seems little doubt that dealing with a number of China’s devel-
opment problems will be facilitated by the slowing of the rate of natural
increase. The remarkable increase since 1977 in the rate of increase in per
capita food production in China, for example, is due in no small measure
to the decline in the rate of natural increase from 2.6 to 1.1 percent be-
tween 1965 and 1985 (World Bank, 1987, p. 256), although this sudden
reduction in fertility will probably not be an unmixed blessing because of
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its long-term effects on the age distribution of the population. Experience
in other countries, including Costa Rica as well as South Korea and Tai-
wan, suggests that similar results could have been achieved by encouraging
and facilitating family planning without resorting to coercion if China’s
policymakers had not been so slow to face up to the problem.

Infant and child mortality, nutrition, and food consumption. It is useful
to review the changes in infant and child mortality in China together with
the interrelated changes in food intake and nutritional status. The decline
in infant mortality has been dramatic, especially when compared to the
extremely high levels reached during the food crisis and chaotic conditions
associated with the Great Leap Forward. The year-to-year fluctuations in
the infant mortality rate (and per capita food energy) between 1957 and
1963 shown in Chart 1 are uncertain, but there is no doubt that the rate
was extremely high from 1958 through 1961 or 1962.1* The steady decline
since the early 1960s is impressive and plausible, given the improvement
in rural health services together with the improvements in the per capita
availability of food. According to recent estimates published by the World
Bank (1987, p. 258), only Sri Lanka among the low-income developing
countries had achieved a similarly low infant mortality rate by 1985. It
will be seen in the following tabulation that even for the middle-income
developing countries their weighted average infant mortality rate was nearly
twice as high as in China:

Infant mortality rate

Country/category 1965 1985
China 90 35
India 151 89
Other low-income countries 150 112
Middle-income countries 104 68

Evidence from anthropometric surveys makes it clear that there has
been significant improvement in the nutritional status of children between
the 1950s and 1979. Inasmuch as there was little change in the per capita
availability of food energy or protein hetween the 1950s and 1979, it is
likely that improvements in health—principally the reduction in diarrheal
infections—was an important factor in the improvement of nutritional sta-
tus (as indicated by height for age data) and also in the reduction of infant
and child mortality. More equal access to available food must also have

13 There are considerable differences in the reconstruction of population dy-
namics for the years 1957 through 1963 by Ashton et al. (1984, p. 618) and by
Banister (1986, p. 165); but they agree in pointing to striking improvements in
survival rates since 1963.
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Chart 1.—Infant Mortality and Per Capita Food Energy, China
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Source: Adapted from Dean T. Jamison and A. Piazza, "China’s Food and
Nutrition Planning,” in J.P. Gittinger, J. Leslie, and C. Hoisington, eds., Food
Policy: Integrating Supply, Distribution, and Consumption, John Hopkins Uni-
versity Press, Baltimore and London.

been an important factor. The data from the 1979 anthropometric survey
also indicate that the nutritional status of children in rural areas is inferior
to that of children in urban centers and indicate marked regional varia-
tion in the extent of malnutrition (Jamison and Piazza, 1987, pp. 478-81).
Large subsidies that have held down the price of food for urban consumers,
together with the availability of imported food, have no doubt contributed
to the superior nutritional status of children in urban areas.

Careful estimates by Walker of changes in per capita grain consump-
tion in rural and urban areas between 1953-57 and 1977-80 are useful for
summarizing the major changes affecting food consumption in China (Ta-
ble 1). Despite the large increase in rural population, increased production
combined with enlarged grain imports permitted producers to retain more
grain per capita while per-capita supplies for the urban population rose as
well. The average figures, of course, obscure large provincial variations that
were only partly offset by transfers from surplus to deficit provinces but the
number of grain-poor provinces and their population declined between the
mid-1950s and the late 1970s and early 1980s although Jamison and Piazza
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(1987, p. 476) estimate that the population in grain-poor provinces fell from
220 million to 85 million, and although 1978-80 grain output per head in
11 provinces was below what it had been in 1955-57. The subprovincial
variation in grain output is also substantial. Walker (1984, p. 176) cites a
1980 report that “the grain ration of 100 million peasants was below 150
kilograms per year,” and sub-provincial data on per capita income for 1979
also confirm the persistence of a great deal of inequality in rural incomes.
Perkins and Yusuf (1985, p. 119) refer to a speech by a Chinese official, Li
Xiannian, that refers to “100 million people living at semi-starvation lev-
els” and “tens of millions of people who must rely on government-supplied
emergency rations to survive.”

Table 1.—Grain Supplies of the Urban
and Rural Population*
(Annual averages in kilograms per capita)

1953-57 1977-80

Grain per head of rural population:

Output 343 381
Net procurement 53 54
Retained by peasants 290 327
Grain per head of urban population:
Net procurement 323 290
Net procurement plus imports or
minus exports 300 349

Source: Kenneth R. Walker, Food Grain Procurement and Consumption in
China, Cambridge University Press, Cambridge, 1984, p. 182.
*Grain includes soybeans and potatoes; 5 kg potatoes is equal to 1 kg grain.

The use of grain as livestock feed is still very limited but the number
of pigs rose from just over 100 million in 1952-57 to a little over 300 million
in 1978-80, and it is estimated that the percentage of grain output used
for feeding livestock rose from less than 6 percent to more than 10 percent
(Walker, 1984, pp. 177-78). In view of the similarity in food preferences
in China and Taiwan, it is of interest to compare the current situation in
China with changes in food consumption in Taiwan between 1969 and 1979.
The following estimates by Walker (1984, p. 196) are in kilograms (kg) per
capita with the grain figures expressed in unhusked grain equivalent:'4

14 VWalker’s estimates for grain consumption are for 1978-79; many of his esti-
mates are rough and all of them have been rounded in this tabulation.
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Taiwan China
1969 1979 1978-80

Grain 249 211 257
Meat 23 40 12
Eggs 4 8 2
Fish 30 38 6
Milk 2 5 1
Edible oil 6 10 2

Jamison and Piazza (1987, p. 484) express concern that in the future
“the task of increasing meat production for the majority of Chinese may
distract the government from the task of increasing grain consumption for
the malnourished.”

There is little doubt but that China’s concentration on grain consump-
tion contributed to the progress made in reducing serious malnutrition in
spite of severe resource constraints. In fact, the same was true of Japan and
Taiwan in earlier periods. (See, for example, Kaneda, 1969.) But given the
stage of development that China has now reached, it seems questionable
whether official policy should give a high priority to resisting the changes
in food consumption that are to be expected given the high income elas-
ticity of demand for meat and especially for pork. There are valid health
reasons why nutrition education should aim to discourage the high levels
of intake of saturated fatty acids that appear to increase vulnerability to
heart attacks and other degenerative diseases. It is much less clear, how-
ever, whether such concerns justify a continued emphasis on direct controls
over agricultural production and a policy of self-sufficiency in food.

Rural industry, commerce, and services. The large and increasing im-
portance of China’s widely dispersed small-scale industries represents an-
other significant contrast between rural development in China and in the
Soviet Union.!® There is a long tradition of substantial rural nonfarm ac-
tivity in China, as in other Asian countries. Even in the early 1950s rural
nonfarm activities—construction, marketing, and the manufacture of con-
sumer goods and farm inputs—accounted for about 20 percent of the total
value of output in rural areas. With the establishment of rural communes
in 1958, there was a rapid but fragile expansion of collective enterprises
engaged in nonfarm production, and their number quickly outnumbered
traditional units. In fact, excessive diversion of labor to nonfarm activi-
ties almost certainly contributed to the disastrous decline in agricultural
production during the 1959-62 period.

15 Perkins and Yusuf (1987, pp. 61-65) provide a concise summary and useful
references on this topic. The report by Perkins et al. (1977) of the American Ru-
ral Small-scale Industry Delegation is especially interesting, and Travers (1986),
Wong (1986), and Dong (1987) provide more recent information.
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By 1963 many of the commune enterprises had been abandoned, and
for a time the government discouraged further development. Within a few
years, however, there was again strong ideological and financial support for
collective nonfarm production that led to rapid growth after 1969. The
total value of output of commune industry, including enterprises at the
level of the brigade and even the production team as well as at commune
level, doubled between 1971 and 1975 and again between 1975 and 1979
(Travers, 1986, pp. 378-79). By 1982 commune enterprises accounted for
11 percent of industrial output compared to 3 percent in 1971. Over 90
percent of lime, sand, and gravel and 75 percent of bricks and tiles were
being produced by such enterprises, and they also accounted for one-third
of the country’s hydroelectric capacity and one-sixth of the output of coal
(Travers, 1986, p. 381). In the late 1970s small-scale rural plants also
accounted for two-thirds of the country’s cement production and over half
of the production of nitrogen fertilizer.

The small-scale fertilizer plants are of special interest because of the
role they have played in making possible remarkably rapid increases in the
production and use of chemical fertilizers. By 1979 some 1,533 small-scale
plants were producing nearly 4.3 million tons of nitrogen in the form of am-
monium bicarbonate, a product that is rarely if ever used in other countries
because of its low nitrogen content (17.5 percent) and its volatility that re-
sults in considerable loss of nitrogen in storage and application. Many of
the less efficient of those plants have been closed down, but the output of
ammonium carbonate continued to expand at least until 1982 when it ac-
counted for 53 percent of total nitrogen produced in spite of an 80 percent
increase in urea production between 1978 and 1981. Production of urea
reached nearly 3.2 million nutrient tons as 13 large-scale plants approached
capacity production. Those plants, based on contracts arranged in 1973-74
for imported equipment and technology, use large and efficient centrifugal
compressors to produce ammonia from natural gas that is converted to
urea, a high-quality fertilizer product containing about 2.5 times as much
nitrogen per ton of product as ammonium bicarbonate (Stone, 1986, pp.
466-76). In spite of its disadvantages, ammonium bicarbonate has played
an important role in making possible extremely rapid and widespread in-
creases in fertilizer use in China. Moreover, it is reported that significant
improvements have been made in the product and in techniques of appli-
cation. Nevertheless, the government has recently banned construction of
new small-scale nitrogen fertilizer plants because of their inefficiency in the
use of raw materials and other problems (Stone, 1986, pp. 478, 494-95).

Perkins and Yusuf (1985, p. 63) single out cement as a product that
illustrates the advantages of decentralized, small-scale plants for certain
types of products. Because of China’s weak and expensive rural transport
system, the advantages of location are likely to outweigh economies of scale
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in decisions about plant location and choice of technique for bulky items
of low value per ton. “China is blessed,” they note, “with many small
outcroppings of limestone and coal that are not usable by large-scale plants
because of the high cost of moving such bulky items from so many locations
to one distant center.” And since there is widely dispersed demand for
cement in rural areas for lining canals and other construction, the obvious
solution is to build small plants near local outcroppings and sell the output
within a 5- or 10-mile radius of each plant.

Another important locational advantage of rural-based industries is
the availability of labor that has a low opportunity cost. Travers (1986, p.
385) asserts that in China “the state has assigned non-crop enterprise the
particular role of absorbing surplus rural labor.” Policymakers are keenly
aware that the rural labor force of 333 million in 1982 had increased by 110
million since 1957. The agricultural reforms that provided scope for private
initiative under the “household responsibility system” also established the
legitimacy of side-line occupations, including private work in manufactur-
ing, construction, transport, commerce, and other services. China’s farm
population responded quickly to the new opportunities, and between 1978
and 1983 the contribution of those nonfarm sources to a rapidly increas-
ing farm household income rose from 8 to 19 percent. And by the later
year, rural nonfarm employment reached 67 million, and employment in
collective nonfarm enterprises accounted for less than half of that total.

In the past few years China’s rural industries appear to have been by
far the most dynamic force in the entire economy. According to one re-
cent report, output from rural industry increased by 266 percent between
1982 and 1986 and nonfarm rural employment reached 120 million (The
Economist, 1987, p. 10). The same survey article also emphasizes the com-
plexity of the evolving system, noting that China has neither a planned nor
a market economy but one dominated by “a system of bargaining between
factory managers and government officials at every level of the bureau-
cracy” (p. 15). In a recent essay on “Ownership and Control in Chinese
Industry: The Maoist Legacy and Prospects for the 1980s,” Christine Wong
(1986, p. 588) speaks of “this immensely complicated and messy system.”
She is concerned about excessive influence by local government officials but
reports on reform measures that may simplify the ownership and control
structure. However, the striking feature of recent developments is the speed
with which opportunities have been identified and initiatives taken in spite
of the complexity of the system.

Similarities with Rural Development in Japan and Taiwan

Another distinctive feature of rural development in the PRC that sets
it apart from the Soviet Union relates to the significant similarities between
China’s pattern of agricultural and rural development and the patterns of
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rural development in Japan and Taiwan as they transformed the structure
of their economies. Perkins and Yusuf (1985, p. 61) state that: “One of the
unique features of China’s efforts to increase agricultural production has
been the degree to which required inputs have been supplied by small-scale
enterprises located in the countryside near those who use their products.” It
is probably true that the degree of reliance on small-scale rural enterprises
was greater in China than Japan or Taiwan. That applies especially to
periods of strong government support for the policy of “walking on two
legs” with encouragement for a rural small-scale iron and steel industry
and certain other lines of production that were ill-suited to small-scale
production because of the importance of economies of scale and inadequate
local supplies of essential raw materials.

In a broader view, however, there are notable similarities between cur-
rent rural industrial development in China and earlier development in Japan
and Taiwan during the decades when 40 to 80 percent of their population
and labor force were still dependent on agriculture for income and employ-
ment. For that earlier period in Japan, Ohkawa (1965, p. 483) makes a
distinction between a “modern sector,” made up of large-scale entefprises
with relatively high capital-labor ratios and wage rates, and a “semi-modern
sector” of many small-scale units, using relatively small amounts of capi-
tal, and paying wages only a little above the average income of the farm
population.

Moreover, similarities in the role of rural-based, small-scale industries
appear to be related to basic similarities in agricultural strategies in the
three countries despite the obvious differences related to China’s empha--
sis on collectivization. The distinctive feature of the agricultural policies
and programs pursued in Japan and Taiwan was that they resulted in a
unimodal pattern of agricultural development, characterized by gradual,
widespread progressive modernization of the existing small-scale farm units.
Except for the short and disastrous experience with large-scale farm units
when the rural communes were first established, virtually all of China’s
farm operational units were quite small even before the post-Mao reforms
because the production team, made up of some 30 to 40 families, was the
unit of management. It was therefore possible for agricultural output to
be expanded by labor-using, capital-saving technologies that relied mainly
on yield-increasing, divisible innovations very much like those adopted in
Japan and Taiwan. The similarities have, of course, become more obvious
since the reforms initiated in 1978 led to the dismantling of the rural com-
munes and renewed emphasis on family farms as key decisionmaking units
in agriculture. An emphasis on divisible inputs that can be used efficiently
by small-scale farm units is evident in the nature of the technical inno-
vations that have contributed most to increased agricultural production—
tremendously rapid expansion since the early 1960s in the use of chemi-
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cal fertilizers, the spread of high-yield, fertilizer-responsive varieties of rice
and other crops, and improvements in water management. For example,
Lardy (1986, p. 331) reports that by 1977 improved high-yield, fertilizer-
responsive varieties were being grown on 80 percent of the area devoted to
rice. As in Japan and Taiwan, the extension and better control of water has
been an extremely important complement to the seed-fertilizer innovations.

Although China’s policymakers have at times talked expansively about
“complete mechanization of farm activities within a few years,” Perkins and
Yusuf (1985, pp. 59-60) stress that there is an “air of unreality” about many
of the mechanization targets that have been announced. The expansion of
mechanization since the early 1960s has been rapid; but of a total of 182
million horsepower of farm machinery available in 1979, engine-powered
pumps for irrigation and drainage accounted for a little over 40 percent of
the total. And diesel or electric power is so much more efficient than human
or animal power in lifting water that it is not so much a substitute as a new
technology. Since 1970 there has also been a large expansion of tractors,
especially walking tractors. According to Perkins and Yusuf, however, most
tractors were being used mainly as substitutes for trucks in transporting
farm products and inputs.

It is pertinent to recall that the pattern of agricultural development
in Japan and Taiwan during the relevant periods affected the pattern of
industrial development in several ways (Johnston and Kilby, 1975). As in
all developing countries, the increasing commercialization of farming both
encouraged and made possible greater reliance on purchased inputs as well
as expanded purchases of manufactured consumer goods. The nature of
the growth of farm demand for nonfarm products was, however, influenced
strongly by the fact that the increase in farm cash incomes was gradual
but widespread. Therefore, the rising rural demand for nonfarm goods
and services was in large measure directed toward relatively simple and
inexpensive farm implements and consumer goods within the technical ca-
pabilities of small-scale rural industries. As a result, the growing commer-
cialization of agriculture led to dynamic interaction between development of
agriculture and of rural-based industries. Those positive interactions con-
tributed to rapid growth of nonfarm employment as well as rapid growth
of national product because the small-scale, rural-based firms used labor-
intensive technologies that economized on requirements for the particularly
scarce resources of capital and foreign exchange.

It is interesting to note that in assessing the performance of rural in-
dustries in China, Wong (1982, pp. 142-43) found them quite success-
ful in expanding their output of relatively simple items—farm tools, small
hand-operated machines like threshers and insecticide sprayers, and small,
mechanized machines for processing farm products. Locating such indus-
tries in rural areas conserved scarce engineering skills required for more
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sophisticated products manufactured in large-scale, urban plants. In ad-
dition, the dispersed location of those small-scale farm machinery plants
contributed to their flexibility and responsiveness to the location-specific
demands of their customers in contrast with the inflexibility of the farm
machinery industry in the Soviet Union. She reports, however, that decen-
tralized production of power equipment—small diesel engines and walking
tractors, for example—was much less successful. Most of the output of
this more sophisticated farm machinery came from a few urban plants,
and most of the small-scale units were operating below their break-even
points. “Failure was due to the enormous difficulties in coordinating the
supply and assembly of the large number of inputs required” (Wong, 1982,
p. 143). Rural-based firms in Japan and Taiwan also encountered problems
in producing the more sophisticated types of equipment.

There are also significant similarities in the importance that China,
Japan, and Taiwan attached to developing the quality of human resources
among the rural population by expanding education and access to health
services. Still another noteworthy similarity is the priority given to expand-
ing and improving the rural infrastructure, notably irrigation and drainage
facilities. Compared to Japan and Taiwan, development of a national trans-
portation system in China seems to have been limited.

LAND REFORM AND COLLECTIVIZATION:
TENSIONS BETWEEN EQUITY AND EFFICIENCY

The redistributive land reform carried out in rural areas of China as
they came under Communist control had several major objectives. Giving
satisfaction to the strong desire of peasant households to own a piece of
land was no doubt one objective. For the Communist leaders, however, a
particularly important goal was to break the power of the rural gentry that
had been the dominant political force in rural China for centuries.

To that end landlords, who constituted roughly 3 or 4 percent of the
population, were treated extremely harshly. They lost most of their income
and “were reduced to the level of poor peasants when allowed to live at
all...” (Perkins and Yusuf, 1985, p. 109). The Communist Party also made
special efforts to ensure that most of the land that was redistributed went
to the poorest rural families because they were regarded as the natural base
of support for the Party. The effect of this initial land reform on income
distribution was substantial but difficult to quantify. A recent paper by a
Chinese economist, indicates that 70-80 percent of the agricultural land was
owned by landlords and rich peasants who made up less than 10 percent of
the rural population whereas the poor peasants, rural laborers, and middle
peasants who constituted 90 percent of the rural population had only 20~
30 percent of the land (Dong, 1987, p. 17), but studies of prewar China
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by Ramon Myers and J.L. Buck suggest that land distribution was not as
skewed as those figures indicate (Sicular, 1988).

From “Land to the Tiller” to Rural Communes

Between 1950 and 1952 close to half of the country’s arable land was
redistributed, and some 300 million peasants benefited. The rural poor also
benefited from redistribution of animals, tools, cash, and other assets. It
has been estimated that the share of rural income received by the lowest:
20 percent of the rural population nearly doubled from 6 to 11 percent. It
appears that the elimination of large inequalities in the ownership of land
and other assets during this period has been mainly responsible for China’s
relatively equal distribution of income in rural areas. The subsequent collec-
tivization of agriculture appears to have maintained that increased equality
in income distribution; but reduction of the regional inequality that has be-
come the principal source of income inequality has been limited (Perkins
and Yusuf, 1985, p. 108 and passim).

The first steps toward collectivization began as soon as the redistribu-
tive land reform was completed. This took the form of establishing mutual
aid teams of 8 to 10 families. That step was followed by setting up elemen-
tary agricultural producers’ cooperatives, and these were followed by the
establishment of advanced producers’ cooperatives of some 150 to 200 fam-
ilies in which most of the land, implements, and labor was pooled, although
some individual ownership rights were retained.

The fact that the land-to-the tiller reform was quickly followed by suc-
cessive steps toward collectivization was motivated primarily by the politi-
cal objective of consolidating the Party’s control in the countryside. Perkins
and Yusuf (1985, p. 75) declare that the need “to prevent the rise of an
independent class of wealthy peasants... was widely accepted within the
party.” It was also commonly believed at that time that socializing agricul-
ture would yield economic benefits as well. In China particular importance
was attached to the idea that collectivization would make it easy to mobilize
surplus rural labor and thereby increase capital formation and agricultural
production.

The decision in 1958 to merge the advanced producers’ cooperatives
into some 26,000 huge rural communes appears to have been motivated by
the same political objective and by the expectation that there would also
be economic gains. Strengthening the regime’s ability to provision urban
centers was also an important consideration. The organizational apparatus
associated with the three-tier structure of the communes, organized as they
were into brigades and production teams, enhanced the regime’s control
over economic and social decisions. In addition the scale on which rural
labor could be mobilized was greatly increased and tens of billions of man-
days were devoted to rural construction projects. The results achieved from
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those prodigious efforts appear to have been very disappointing. Mobilizing
labor for rural construction projects is an old story in China, and most of
the easier sites had already been developed. Moreover, a major source of
the significant expansion in China’s irrigated area in recent decades was a
program for developing tubewells on the North China Plain that dates from
1965. In the case of the efforts to mobilize rural labor, “many projects were
carried out on the basis of poorly conceived designs and frequently did as
much harm as good” (Perkins and Yusuf, 1985, p. 51). In some instances,
ill-advised decisions to enlarge the area under cultivation also had harmful
effects. The plowing up of pasture in the North West Region during and
after the Great Leap Forward, led to serious soil erosion and a decline
in the livestock population (Walker, 1984, pp. 170-77). In line with the
usual Marxist-Leninist view, it was widely believed in 1958 that the large
operational units established with the creation of the communes would
enjoy economies of scale and be able to utilize modern farming technologies
more rapidly and more successfully than small peasant farms.!® It was also
expected that they would go beyond the initial land reform in increasing and
maintaining income equality among the rural population. Finally, according
to the strategic notions held by many committed Marxists, the move from
family farms to producers’ cooperatives, and then to collective farming by
the rural communes was, by definition, progressive and a higher form of
development. Just as a producers’ cooperative was regarded as superior
to privately owned family farms, collective ownership was regarded as a
still higher form of ownership, and the pooling of land and resources in a
large rural commune was viewed as an advance toward “all-people” or state
ownership.

It appears that the optimistic expectations about the economic gains
to be realized were so strongly held by Mao and some of his associates
that many lower level cadres catered to those expectations by submitting
inflated estimates of production, and the resulting breakdown of statistical
reporting accounts for the delay in recognizing the disastrous results from
the whirlwind establishment of the rural communes in 1958 (Ashton et
al., 1984). This is undoubtedly the explanation for excessive extraction of
grain from the countryside to feed the urban population and to continue
grain exports: China’s net grain exports were 4.2 and 2.7 million tons
in 1959 and 1960. As a result of “systematic falsification of agricultural
production data,” it was not known until later that production had fallen
to an estimated 165 million tons in 1959 and only 139 million tons in 1960
compared to the 180 million tons of grain produced in 1955 (Jamison and

16 China has also established some state farms; but as of 1979, they accounted
for less than 2 percent of the farm labor force and about 4 percent of the cultivated
area. They are important mainly as producers of plantation crops such as rubber
and tea (Lardy, 1983, p. 100).
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Piazza, 1987, p. 472; Walker, 1984, p. 160). By 1961 the seriousness of
the situation was recognized, and 4.5 million tons of grain were imported
to supplement domestic production that was still only 143 million tons in
that year.

There is no need to trace in detail the various changes affecting the ru-
ral communes between the early 1960s and 1978 when the post-Mao reforms
began. As noted earlier, drastic changes were made to decentralize deci-
sionmaking and to restore producers’ incentives. The number of communes
was increased greatly so as to reduce their average size.!” More important
than the reduction in the size of the communes, operational responsibility
for farm management was shifted down from the commune to the brigade
or, in most cases, the production team of some 30 to 40 farm households.
Policies with respect to private plots were liberalized, and rural markets
(trade fairs) were again permitted to operate (Perkins and Yusuf, 1985, p.
79).

A secret resolution of the Central Committee of the Chinese Commu-
nist Party adopted in December 1962 summarized the painful lessons of the
food crisis resulting from the Great Leap in these terms (Walker, 1984, p.
163):

We should obtain agricultural products by economic rather than

by administrative means... In this the problem of price is espe-

cially important...the real interest of the peasants should be given

due consideration... The more agricultural products a region sells

to the state, the more industrial products it should receive.

Walker (p. 164) remarks that this “marked the beginning of a new attempt
to employ a system of grain administration that embodied the right com-
hination of direct controls and market incentives.” During the Cultural
Revolution that began in 1966, however, those lessons were largely ignored.

In the terminology of the resolution just quoted there was a shift away
from economic means back toward the administrative means that had been
relicd upon during the Great Leap. Nicholas Lardy (1983) places great
emphasis on this choice between economic and administrative means which
he characterizes as a choice between indirect and direct planning. Reliance
on indirect planning and the use of prices to influence the allocation of re-
sources is not inconsistent with planners formulating output objectives in
quantity terms. He emphasizes, however, that “since procurement prices
are set with the objective of stimulating the relatively voluntary delivery
of these products, peasants are relatively less constrained by indirect than
by direct planning.” There is little need to examine in detail the reasons

T The number of communes had doubled by 1980 when there were about 52,000
communes, 700,000 brigades, and close to 5.2 million production teams (Perkins
and Yusuf, 1985, p. 93).
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for Mao’s preference for direct planning and for reliance on administrative
means to implement agricultural policies. Lardy (1983, p. 49) documents
Mao’s “rejection of international comparative advantage” which he “ex-
tended to China’s domestic economy as well.” This bias which prevailed
during much of the pre-1978 period was also influenced by the weakness
of China’s transportation system; and at times there was emphasis on a
military rationale for provincial autarky. It seems clear that policies that
discouraged specialization and exchange had adverse effects on resource al-
location and productivity. Moreover, many of China’s poorest provinces
were affected most adversely by the emphasis on regional self-sufficiency;
and those areas have benefitted greatly from the reforms that began to be
introduced with surprising speed in 1978 and 1979.

Reforms of the Post-Mao Period and Future Prospects

In contrast with the Soviet Union where highly touted agricultural
reforms have often had little impact, the reforms carried out in China since
the tentative beginning in 1977 have been expanded steadily and had a
remarkable impact on production. Under the responsibility system, the
production teams were subdivided into smaller units down to the level
of the individual household. Those units entered into contracts with the
production teams to deliver fixed amounts of specified products or to carry
out a particular task such as afforestation (Perkins and Yusuf, 1985, pp.
80-83). Since 1984, the land use rights granted to farm households are often
guaranteed for up to 30-50 years in order to strengthen private incentives
for investments in land improvement (Lardy, 1986, p. 326). The commune
system is now completely gone and has been replaced by town and village
administrative units.

The most striking result of the reforms was a doubling of the rate
of growth of grain production, but it is clear from Table 2 that accelera-
tion of the growth rate for other products has been considerably greater.
Moreover, the upsurge in farm income resulting from accelerated growth
of agricultural production has been reinforced by rapid expansion of rural
nonfarm employment and income.

It is noteworthy that increases in agricultural output during the 1978-
84 period were achieved despite a decline in state budgetary expenditures
for agriculture, state investment in agriculture, state bank credit for agricul-
tural loans, and collective investment since 1979 (Lardy, 1986, pp. 328-30).
It seems likely that the decline in state budgetary expenditures and in col-
lective outlays has been offset to some extent by increases in private farm
investment financed out of the substantial increases in income accruing to
farm households, although it is reported that additional income has been
allocated primarily to increased consumption and to private investment in
housing rather than agricultural investment because of persistent peasant
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Table 2.—Comparative Agricultural Performance,
1957-78 and 1978-84
(Average annual growth rates, percent)

1957-78 1978-84
Grain 2.1 4.9
Soybeans -1.1 4.2
Cotton 1.3 18.7
Oil-bearing crops 1.0 14.6
Sugarcane 34 11.1
Sugar beets 2.8 20.5
Tea 4.2 7.4
Tobacco 7.0 15.2¢
Meat® 3.7 10.2

Sources: Reproduced from Nicholas Lardy, “Overview: Agricultural Reform
and the Rural Economy,” in Joint Economic Committee of the Congress, China’s
Economy Looks Toward the Year 2000, Volume [, U.S. Government Printing Of-
fice, Washington, D.C., 1986, pp. 326-27; based on State Statistical Bureau,
“Chinese Statistical Yearbook 1983,” Statistical Publishing House, Peking, 1983,
pp- 158-61; “Statistical Yearbook of China 1984,” pp. 141-43; “Communiqué
on Fulfillment of China’s 1984 Economic and Social Development Plan,” Betjing
Review, No. 12, March 25, 1986.

©1978-83.

®Includes pork, beef, and mutton.

uncertainty about continuation of the reform policies. Such uncertainty
would have less effect on outlays for current inputs, and there has indeed
been a very rapid increase in application of chemical fertilizers from an es-
timated 65 kg (in nutrient weight) per hectare in 1977 to 178 kg in 1984.
Increases of that magnitude, along with some limited improvement in the
balance between nitrogen, phosphate, and potash, have undoubtedly been
a major source of increases in crop yields and output (Stone, 1986, p. 455;
Lardy, 1986, p. 331). In fact, the rapid and large increases in application
of chemical fertilizers probably explain much of the doubling of the annual
rate of increase in grain yields from 2.6 to 6.1 percent between the 1957-78
and 1978-83 periods (Lardy, 1986, p. 331). The even greater increases in
rates of growth of yield levels for other crops point to the importance of
additional factors.

There can be little doubt that improved incentives and increases in
efficiency resulting from greater latitude for decentralized decisionmaking
also contributed to the upsurge in crop yields and output in the post-
1978 period. The most significant improvement in incentives was probably
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a consequence of the decollectivization, which meant that members of an
individual household became the direct beneficiaries of their own hard work
and initiative and the quality of their managerial decisions. Higher quota
prices and other policy changes that have raised producer prices have also
had favorable effects on incentives. Between 1966 and 1983, for example,
it is estimated that prices paid to producers for rice and wheat rose by 66
percent, but the effect of that price rise is likely to be of short duration.
To avoid a sharp increase in urban food prices, the government provided
subsidies on cereals and edible oil that increased five-fold between 197478
and 1983. But the 20 billion yuan spent on those subsidies in 1983 was too
heavy a fiscal burden; and budgetary outlays for agriculture in 1982 were
reduced by nearly one-half (Lardy, 1986, p. 333; see also Johnson, 1987, p.
29).

Perhaps the most important increases in productivity resulted from
the jettisoning of the policy of local self-sufficiency, permitting increased
specialization and productivity gains from more efficient use of resources.
The strengthening of incentives and the greater latitude for individual deci-
sionmakers to perceive and exploit economic opportunities have accelerated
the growth of rural farm and nonfarm output because they “have stimu-
lated latent entrepreneurial impulses of a kind that have been very strong
in China in the past” (Barnett, 1986, p. 9). This tapping of the energy
and enterprise of millions of individuals and households in rural China is
a particularly important source of the dynamism evident in recent years
because the population held in the countryside by past policies is so large
and rural economic activity bulks large in the dual economy created by
those policies.

Prospects for continuation of economic reforms in China and the main-
tenance of high rates of economic growth may be particularly favorable be-
cause the rural economy is so large and the rural population has not been
bureaucratized in the way China’s urban sector and nearly all of the Soviet
Union has been. There is a great deal of energy and dynamism pent up in
China’s rural population. In fact, agricultural reforms were initiated first in
some of the poorer provinces where the rural population was affected most
adversely by direct planning and policies to promote local self-sufficiency.
There also seems to be considerable agreement among specialists that it will
be difficult to reverse the agricultural reforms because such a large part of
the farm population has benefited and would vigorously oppose their aban-
donment. It needs to be noted, however, that the government has been
cutting food subsidy payments mainly by reducing the prices paid to farm-
ers for commodities that it contracts to buy. Lardy (1986, p. 333) reported
that a reduction of about a third was expected in the marginal price paid
to producers; and he raises the question whether those price changes will
affect farm output. In fact, rates of growth in production slowed consid-
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erably in 1985, 1986, and 1987, and production of some crops has fallen
(Sicular, 1988). Perhaps the extraordinarily rapid increases in the 1978-84
period “should be interpreted as a catching up phase” (Myers, 1985, p.
33). It also seems possible that the slower rate of agricultural growth since
1984 has been influenced by the shift of labor and other resources to more
profitable rural nonfarm activities.

LESSONS FROM SOVIET AND CHINESE EXPERIENCE

There are special problems in deriving lessons from the agricultural
and rural development experience of the Soviet Union and China. Achiev-
ing better understanding of the political economy of development is always
complicated by the extent to which decisionmaking takes place within a
“black box.” Deriving confident conclusions about the motivations and
perceived strategic notions that have guided policymakers in the Soviet
Union and China is especially difficult because of the extent to which poli-
tics are invisible in a Marxist-Leninist regime. “Members of the leadership
do not publicly express their views,” as Dernberger (1986, p. 41) notes
with respect to China, “and we are not privy to discussions held at their
closed meetings.”

Nevertheless, over the years Soviet and China specialists have arrived
at important insights into past policies and outcomes associated with the
policies pursued in those countries. The discussion in the sections of this
paper that have dealt in turn with future prospects for reform in the Soviet
Union and China is of necessity quite speculative.'® With those qualifica-
tions, however, our summary accounts of policies for agricultural and rural
development in the two major socialist countries represent, we believe, the
consensus view of a large number of able scholars who have been study-
ing the Soviet and Chinese economies over an extended period of time.
Particularly for China, during the past decade scholars have had access to
a substantial and improved body of statistical information, and analyses
of major problems and policies by both Chinese and Russian scholars are
much more available than in the past.

The accelerated growth of agricultural production and the dramatic ex-
pansion of rural nonfarm enterprises in China following the introduction of
drastic reforms in the post-Mao period offer especially valuable evidence of
the positive effects of strengthening producer incentives and allowing scope
for individual initiative within a framework of decentralized decisionmak-
ing. In earlier years it was widely believed that China had struck a rather

18 Ina penetrating analysis of the reform process in Hungary, Kornai (1986,
p. 1734) emphasizes that questions about a reform process and its impact in a
socialist economy “cannot be answered by speculation, only by experiences.”
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good balance between the growth and equity objectives of agricultural de-
velopment by decentralizing decisionmaking to the production team. (See,
for example, Timmer, 1976.) The optimistic assumption was that peer
pressure within a relatively small group of 30 to 40 families would curb the
adverse effects on incentives and initiative that result from the problems
of communality that plague attempts to pool labor and other resources for
group productive activities.®

A number of factors have contributed to the remarkable expansion of
agricultural output in China since 1978, including several years of favor-
able weather and rapid increase in the use of chemical fertilizers. Most
students of Chinese agriculture, however, seem broadly in agreement with
the following summary view expressed by Barnett (1986, pp. 7-8):

The effects of the decollectivization that has taken place in China
have been extraordinary. Chinese agriculture has grown far more
rapidly in recent years than anyone believed possible. There has
not only been a great increase in the overall value of agricultural
output; a very significant diversification of agricultural production
has taken place, with increased attention to crops other than grain
and to animal husbandry, fisheries, and other non-crop activities.
Moreover, so-called ‘sideline’ activities have greatly expanded, and
there has been a rapid growth of both local industries and com-
merce in rural areas. During the recent period, agriculture has
been the most dynamic sector in the entire Chinese economy—
something few would have predicted before the new policies were
introduced.

And Barnett emphasizes further that a major cause for this dynamism is
the fact that the post-Mao reforms have “helped to release deep-rooted
entrepreneurial impulses among China’s peasants that long have been sup-
pressed.”

In noting that economic reforms in the Soviet Union are bound to
give rise to “unanticipated problems and economic dislocations,” Feldstein
(1987) asserts: “These problems will be increased by the virtually complete
lack of enterprise managers who are accustomed to dealing with ordinary
business risks and market uncertainties.” That will restrict the establish-
ment of new firms and make it more difficult to resolve the inevitable tran-
sitional problems.?® Hence, he further notes, there is a risk “that there will

19 See Johnston and Clark (1982, pp. 181-88) for a fuller discussion of the
problems of communality.

20 Ofer (1987, p. 1812) has an excellent discussion of the factors that have had
negative effects on technological change and managerial efficiency in the Soviet
Union, including the lack of real competition and the bias imposed on managers
from above in favor of short-term production.



AGRICULTURAL DEVELOPMENT 133

be insufficient courage to pursue these changes, that inflation and other
problems will undermine public support for the restructuring, and that the
bureaucrats will seize the apparent failures as a basis for reestablishing the
old centrally planned economy.”

Perkins has noted that in China as well bureaucratic opposition must
be reckoned with as an obstacle to reform. “A decline in bureaucratic
control means a decline in bureaucrats’ power. If the new system makes
bureaucratic skills built up over decades obsolete, those being made ob-
solete will fight reform” (Perkins, 1988, p. 626). But as noted earlier,
such opposition is likely to be a more serious obstacle in the Soviet Union
where bureaucratic control has been established for a much longer period
and is much more comprehensive. Thus academician Vladimir Tikhonov,
a chief architect of Gorbachev’s rural perestroika, speaks of “128 million
bureaucrats who objectively” are opposed to perestroika (Laird, 1988).

In China, however, with the concentration of population, labor force,
and much of economic activity in the countryside, a large majority of its
population has not been bureaucratized to any great extent. That is no
doubt an important reason why the reform process has gone forward with
surprising speed, especially in rural areas. Although the “deep-seated en-
trepreneurial impulses among China’s peasants” were suppressed to vary-
ing degrees over several decades, those impulses were not extinguished and
emerged with surprising vigor as the scope for decentralized decisionmak-
ing was enlarged. It is noteworthy that the policy decisions of the Third
Plenum of the 12th Central Committee stressed that “our successes in rural
reform... provide highly favorable conditions for restructuring China’s en-
tire national economy...” (Dernberger, 1986, p. 39). It is also noteworthy
that in China, “Economic reform is accepted and actively supported by all
elements of the present leadership and the representatives of the generation
most likely to succeed the current leadership group” (Dernberger, 1986, p.
43). Finally, the dramatic increase in per capita incomes has no doubt
generated broad support for the reforms. Again that seems especially true
of the rural population. Whereas per capita income in urban families in-
creased by 43 percent between 1978 and 1983, the per capita income in
rural households doubled over the same period (Dernberger, 1986, p. 37).
Progress within the large-scale urban economy has been much more limited,
and there is considerable uncertainty as to how far the reforms will go in
moving the economy toward a decentralized and flexible planned economy.

An encouraging factor in China is the extent to which the present
leadership appears to be prepared to introduce new policies experimentally
to support those experiments which succeed, while abandoning those that
fail (Barnett, 1986, p. 6; Harding, 1987, p. 87). Recent Communist Party
documents and press reports indicate that China’s reformers are redefining
their ideology to legitimize the enlarged role for market forces. Thns it
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was stressed that China is in the initial immature and imperfect stage of
socialism, and this initial stage will last for a long time to come (Tyson,
1987). More recent reports, however, indicate a slowdown in reform in
response to “the country’s gravest economic crisis in a decade” (Tyson and
Tyson, 1988). Steps include a postponement of further price decontrol
for at least two years and a pledge by the party’s Central Committee to
tighten credit and cut state spending on all hut the most strategic projects.
It is reported that an editorial in the People’s Daily singled out pervasive
corruption and inflation as critical problems that have caused widespread
anxiety. This slackening of the pace of reform, however, does not seem
to signal a reversal of the reforms that have been introduced. Reforms
that have been adopted have reinforced the similarities between China’s
pattern of agricultural and rural development and the patterns of rural
development associated with structural transformation and rapid economic
growth in Japan and Taiwan. The suggestion by Perkins (1986) that China
may become Asia’s next economic giant remains highly speculative but
credible.
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