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Economi~ Gro~lt ancl .. S~st~iil3~llfty: 
Rural China· in tile R¢fqttn· Era 

Anthuny Chisholm and Sisira Jayasuriy3 

Introduction 

Rural Chinais currently undergoing a drarnatic and,profound: transformation. The 

traditional dominance of the agricultural sector. in the rutal economy is .~ing cnall¢ngeavby ilie 

spread of rural industrial enterprises and the growth of a vibr.1ntservices se¢tor~ .These sec tots 

account for an increasingly large share .of output and employment iJ1 .the r:urdl ,s~tor~ 'lliete :are, 

also major changes in the relationships betw~n the urban arid IUJ'al sectors.ln,pa.qicularj there 

are growing pressures for rural to urban labOur migration;. ;administntive measures, Which in 

the past permitted China to avoid the massive :city .. orient,ed poptdation shifts .. experienced. by· 

other rapidly develqping Asian economies~ appear to lJe increasingly less.effecti:veintheJace of 

widening. urban-rural wage differentials and reduced scope for agricultura1lab9l1r absorption~ 

These changes are part of the wider changes goU1g on il1 the Chinese ,economy~ wrnch 

since the initiation of ·market oriented .policy cbang~s in 1978, has ~¢h {)q¢ of :Qleta.s~~st 

growing economies in the world. Indeed, .given thatChina.Js home to more Ut~z1 a fifth ·Oftne 

World's population and has only 7 per .centof its· ataple:ana~Jts sustl$le(i:~grt>wth;petfoil1lartce, 

averaging over 10 per cent per year for most ofthe p~tdec~e·- ~ffeetively q()ll,blitl~·the~slz¢ 

of the .economy (GDP) every eight years·~ is truly astQpi~ll'ing,l H6W¢.v~r? th·e· pac~ .and 

sweq> Qf~h@g~is ¢sing new poli~Y i~ues,;''~b~,en~~~· ~~j0P9~)1~~,~~~ sh~it 
ex:pressec;l th8.Jl in ~latl\)n ~o;agriculture. and.t}i~;~';:;~~t<)r:l..Qpg t~9Jl;$ustam~6l~::.;gr:q~ 

11!4.·· uites::pc)licies. thaf~ai1 ... ··m~nta(n:•tl1e .. ·prQdu~tive;:(~~P~¢if.}t.:,~i·.th~\ija~···~S91li.~~::~·~·t~4.~ilie.":. . 
' ' ' ' ' < • ', • • '~ ' ', '' ' • \ ,'•_ "'\ : • ' ' • •' " ' ' ' ; " : • ' ' " '.- •' H • ' ' ·.\ ', ', • :~ 'I : ', I " .'', '! '• 
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tas}c, th. e ... a .... 1· Ittofiliis,pa. ·pe .. '1-;is•IllQdest!: we::~ek'tO~'tft~~"a:·Smim ¢dn~·if)pp~tri!tQ~m~ .(U~ijs~i~h~;orr:' ;·. ·' ' ;;/:,J 
O I'', J' • •;•, ,.,',,,< ~·, o• "• 0 O•'' o," •,·.,',;\> '•:':_:, ','"''.,,,'• ,•:, r'·'.','•::J',

1
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, ;:~ifi1i' ·.;,,, ,;:.','. ~~./.,Pi;; ~1J;I:~;i£~~?:I~;i~1~i;~;~;;l'j~2~~~~1~~~~ 



The victory oftbe Chinese·revolution in 1949 l~(;l·.the basi~'fpr fundamen@:.¢hang¢~dn 

the: runil.·sector. CoQ1preh¢nsl'le I~d ·reform ·Wa$··imp1ernented 8.Ild :many .~nant.f'a.trUe.t~ 
beca.me .. owners of .their· farms •. ·Moves towards <;(>llecdvisation: 'Y~x,:c ihitia.Uy·ct1nfined.to 

·encpuragement·of .relatively·small seale collectives on a vohint,ary:.ba.sis; \lp:t() J.95'$ ethe 

,ptedolllinant type of cooperative farm was the 'Ifitit't.ial .aid .team~ m Which·+$ fie~gfipoufiQg 

household$ p®led their Janning equipment andlab()tir~ Large s~ale ~~vanced c®pera:tivest, 

whjch brought together all households in .a vlUage where ~ll :re~.>urces includiog l®Q. ·were 

col1ectively operated and returns were based on·individl1al contributions .. of··wor~·effottf 

nurnbe~<i only about 500 in the entire country. How¢ver, this situation ¢haqg~J1uriqg.:t)\e 

.mid•l950s when the political authorities adopted a poliC,y of acceleratecllai'ge :sc;tle 

coll~tivisation .. By 1957, the advanced cooperatives had increaseq:to 753~Q()Q,With Ll9>troUi9n 

households. 

The ad vane~ ,coopet:atives ~corded sQrne early Sl!c;<;:e&s~s >alld..le4 .. t() :tije;.J'lt:~l,$UJge· of 

co1lectivisation which saw the met:ger of advanced. c()p~f1ltives lnto · ~Peqpl<!'s. Gommun~s' 

which brought together ;abc;>ut 30 coQpera.tives each ·haying· S()rne l5Q~ ·~ou~p9lds~ 'By f958 

24~000comrn~nes, ··ea¢11 having aboUt s:~()()Oho\l~hQldS,:~d. ·ll)'{)Q()·~I)¢¢we~ ()fl;m<J, .. dc>Veted; 

almo~t aU .twill• nouseholds. The results offorceq, .collectiV.iSatipn :\\f.~re. th~· ·opposit~ ()f: those 

ex:pecte<I by th¢ gov¢mrnent A.gricult1lral·Qug)ut·f~U ~ljca1\y JtJ..'l9$9>(Qy:14: ;pe~:;c¢g~. at 

1952 prices) andin.1960 (by 12 per cent), Graill o11lJ,?ut.de¢1~11#h~v~p·.m(j~··sh~Jy. (Qr;JIS;.'~r 

ce11t and.l6 per cent in ~ p,vo·ye~). The•Nsliltll.lg·Jal@le.!s:.estirllateP·tb.hav~:t~1llwd:i11 ·Qver 

30 Qt\IUQ!\ ~!hS.fu. 1962, ill~~ WIIS~:CI!&!ltC:in.;~~QY,;~Ie~l\6!lQ~'.~::#4~~~~~g~ 
30 qeighooutlQgfanns ·wereforfue(l:C1S~:.fl1e &sl¢:6~tathl~:~ui,l~R·· .. ··· ·· 



t980s. 

Polic.y R~for~ and Impact Qn Agdculture 

The. fundamental change in Chine~;ec<>nornic ,prilicy•dir¢tiQn.wrucli began ~~l}.g<*~: 

late 1970s saw major cbangesin agric.qltinillJ>9licies. Th~s¢inv6tve!Q.~h~~~~t9 ~~~Q~~ffll · · 
.prices,. the production team system,. and thete$tri¢dons and:~gttlatiQns,iilftibit.ihg,Jn~t..:~&9t1~.l 



1991, the reverse of the n;ttiona) ~nd. 











fanner$ were cQnsttajned frorn making. m~jor o~pitlA imprQvt;m~nl$' tQ ttl~~ ·l~tid; •. ~1J¢h: ~§ . 

irrigation systems, becau~ they did not f~l tlley htlQ; s~w-e· prp~rty ri~h.t§ l.lnde:r. tht}:l$:~y.eg 

land .lease system. At a policy t:ouference in Hcijin~ in l).e¢.eto.Q¢t l993, jt was~~~omm.~.nd,¢9 

that the land use~right$ be increaseQ from 15 to 30 yeats, thus •ptovitling f~er$ w~tfi more . 

~u.re propt;rty rlgh~. 

China has. long .had the national g(}al of self ~pffiQ.eti~Y·Jn .s~pl~:~n~, ·.~6~~17: itfit\$. 

prov~ to:~ an. elys.lv~ goal~ This ~o~ h~~ ~ll j1J$tifl«t uot·~~J)"qfi .. ec9~oro~¢·:~1J.nq.~: byt 

' "'''"' ' 

Ap~s u.Jllik¢ty), ·Chma!s ·comp~v~:@dv.~~~~' ~tmJ$ J?gmt'ifr.ij~, ~~~n\y:n~~ w4~h§w. · 



gnrzed by she~p a,nd in¢~ashig stocldog rnte~ ¢04Jg.do :br~v~r.~i~lt} ~ma,~~-.to.ui.~.·~()fn~ ·;~.p~ 
to the future gntZiug potential (An.derwJh qp;(lit~>~ 

. . 

Rising incomes in. China will Jncrea~·detMJl!l:fQr a~nmg~·bf:m?re Jn.<;:Q"rJ)e:ei~tic; hi$h 

value food item$ ranging from fruits and v~g~ta,bl¢$ t9 Uv¢~tock prO<iY.Qls, Th~ .in99ffie 

elasticity of demand for grain is now es~ted 'to l»·n~gatl.v~. A smft ·oVernpha~f~ . .fmnl'grnln. 

production for human consqmption tqward~ ~pch ~ogas, :P4t:tiqplarly .th9.$e. in wfiJ~ft. 

perishability and high transport costs offer a .sub$tand•l d~gr~ of natP® prot.¢ctiont i& 

ect:mornically attrnctive. By the early 1990s, ftmnersW~reafr~yplacjngm\JPhnTore:,empll~is 

on producing high~r vel]ued castr crops and $J)(!miin~ mQ~"ti~ o.n. off~ farm ~cqyjge$;. ''fh¢r¢.Js 

a potential for further reforms aimed at allowing resources .to sldllmoreefr~ly from .gr~in and 
cotton production to other cash crops and from 1\gric~dt:Ure ·to indu$tJ.y :;:mq. ~crvic.es~ 

The ,growth and structural changes taking {>lac¢. in· the Cbinese ·~POAomy nave 

implications for income distribution and tnequality. Ovenul fncQ~ .in~u.~Uty Jn ~onm~'de9li.Oed 

in the early 1980s, but subsequently increasec,l. (Perkins. 1994). T}t~ Engel·coeft'ic1~n~·fqrf®9 

purch~ses as a percentage of tqtal e~penditqre~ hCi~ trend~4 st¢§9Uy .QQW9WID"cl~ ~u~Abe 

AUdnson index of interprovincial inequality increase<! signfficantly.aft¢t 19$2;.·.fot:09tn :~r: 

capita mcc::m1e and consumption ex~ndit\lres .of Obin~se ]X~il$ahts·~(~1J~h:McJ. ~~11,. J99a)~ .. Pv~r 
the wllole .period, 1978 to I99Z, official estima~s.shC>w .ih~t:~r cll.pU~'Mrbtm'',CQ~~l1mPt.i9n:. 

inc~«! from 2.9 to 3~1 lime~ ·rural ~r ca,p~~ consurnpP'9n· 



There are a range of.impQI13nt i~sue~ that arise :in r~lati<>n ·tb ·rh.¢. $ps~in~b~~ use, :pf·t:P~ 

natl.lraJ resource base --..land and watt;r.,...,.. in China'$ rurru re~Jon$, :nl~$~pc¢,:fu¢~·;ha.v~'19 
do with p.ubUc good$ and extemaliti~~ (~piUover ~ff~t~) :andth¢ty~s ()f.~gnomJc slgo~Js. 

given to land and water user~. 

The sustainable and unsu~UtinablQ use of mnural ~~qrces is dil'ePUy 'Hn~~ m ili¢ ~s 

of economic signal.s natural resource mttnilgets receiYe thtoy~h !ttle · pricJn~ · ~y~t¢m·~ 

Environmental goals are unlikely to l)e ~t when (i) qod(1rpdcing pf lla~~ :~soq~e .. inpqt$, 

such as coal, gas and irrigation water, lead to w~~ful\ltili~tion; (ii)im~rf~~infomta!ton,ot 

cUvergences between '~on~site'' private and social costs, suet\ a$ Jhe dis.;opnt r~te used by 

fanners to evaluate investment in soil conservation measures, le~d to e~cessive short~run 
e)(;ploitation of farmland at the expense of its long~rnn. productivity; ltnd (iii) ~l Jack .·of 

appropriate incentives leads to socially excessive '~-off,.site'' spillover effec.ts, such as. 

sedimentation or pollution of dams and waterways due to fannland soil erosipn andr'!ln~off o( 

fertilizers rutd ,pesticides (Chisho1111 199.3). 

. . 
demand for agricultural products (and~ for exPQ~\prQduc~~ intelll~(iQQal~dem@d.) .M.:s®i4Uy 

acceptable economic and environmental costs to current aJ1d f\lt\lr~ generations! A tnor¢ 

specific measure of sus~ina.bility is the total fa~tor proAQQtiVity <>f ~;ccr~ppin~ :or Jarmin~ 
sys~m. 

With 23 per cent of the wQtlcP s population (over Q.O¢ bU}i()ll pe<)Ple.) m4, Qnl,y 7 ~r pen~ 
~ 

qf the wotltl 's arable la!ld it is not. surprising that tb~~ is :~v.~~.p~s~gre 'o~t. C.Ql~Yii~bl~ l;w&. iJ1 

Chin«1. Further, while China'spopulation is ipcr~sif)g~:m~.~ea.<C?tJhecpqntcy'$A4lt!va~eA 
•:,•, ·, . ' ' ' ', _ . 

.fannlanci.. is shrinking. Mor~ver, .·ffioUJtW.Us, ·hll\$: artd·~~/~~9n~ ~qv~r'aboll! 6S P#t: c~ht "Qf 
,' ":' _;:;·:·.: ' 

Qhina'sltmd ~a,. bptqttly 10 ~r c~ot Qf:this .fcm~lis ~9i~~~~ 1JQff~i"~: 



' ' ' ' ' ' ' :- - " -' ' ' .. " ' - ·~ '' .:-- . : ' : 

were recognised-earlY~ China is one of tile few ~o\lrttrl.e~ ln .,tfi~. ·wqrf¢ ;w'hic1t·'ih~$· ~.~~i'J. 
successful in .implementing an extensive·progr4tn of ·a.(forestation; forest: area ha·s ;in¢te~s~' 

' : ' :·. ~ ·. ~" ' . . ' 

from s~6 per cent of total Jartd area .in 1949 t9>over 13 per ~~rttirt t99L Hq·~~v~r,. fand· 
degradation continues·to.·be a severe problem .. 1\bOUt. .. onesbtth~of:tbe·totallMcf· :treain (Jhit\~.i~ 

currently affected. by soil erosion, and water lo~s,and 5Qil ¢rosion·.ilireaten a1mrist.ove.,..tf1i;l'(t'Qf· 

the nation's cultivated land, .Moreover,.desertificati()n~ and;sal)llis~ti()tt ~e spreading rapidlY· 

Over 15 per .cent of total land area .is,affected by sallhi.satlon andJll.ka.I!sati()n~ 

The area .Qf irrigated land in China has. lllore :than doubled s~nce 1952.. .N~ly, Jl.illf:.of 

the cultivated land is now irrigated. Indeed, the developrne.rtt•of watet:resoll(ces'forj.lri~ation 

ha,s been one of the major contribt1tors to China's success Jn m4in~nit)~ close'to self

sufficiency in grain production, Irrigation, how~yet, is its~lf a. m~J<>r ~.onttibutor to 9.V¢r 

exploimtion of groundwater and ·Sa.linisation. Excessi~e qs¢ of :gtoundwa.t~r and a r~ultin~ 

drop in the levels of waterta:bles .have caused problems ofland.sub.sidence as welL as .ihprea~d 

soil salinisationt particularly in coastal ~eas. As a. result .ofpo1Iutiot1 f!Qm aU som:qes, if is 

estimat~d that one-fourth of the total fresh water itt. China is,poUuted ajtdthe pi'Qb.lem.of wa~t 

quality is worsening. The collap$e of some of the old mechanisms. 'foil: :m(>bilisin,~ th~ 

population for collective action to ·.maintain ·public gQOds,. such,.as.~:e.sowcesJl!ld~jot"hfig~non ·· 

systetnfeeder canals, may create an institntiohal .. gap:.durillg·.tfie transltio(lal p¢nQ(,L This issue 

~so arises in~relation towater·qualityand otherfotms.of·.p()ll9tiort. 

Ill contrast to the·countries ofEasteJ.'ll Euro~:\cuid·1he:fo1111Ct uS~f<;~: fi?W~~~r,·tf1¢~.sta~ 

and .. pa.rty structures in China appear to have :s\lcce~~a,· '~·· ;~({~ssiQ.~ '$~1Jle \pr~s~lvg 
~ ' ' ' ' •• ' ' ' ' ' ' ' ' " • ' • ,' -',. -, J ,. ' ~.. "" ' ' ' '· -: '•'j" ,' ' ' ' ' ': . , ..... -.. ' . ' ' ' 

environmentalpi9Pl~ms •. EnvirQrtm~ntatprot¢cti~~~~~~~~,w~;~~.in~~~~;~~~~¢··~ 
SixtltFi.ve~Y ~ar Plan. (1981~85)~ .. The•reso~es: allQc,at#ti¢·~ri~irQ~nij,J'p[pf#:ijpti,.h,3~b:~.ll 



. ' ' 

technology and pollution control equipment in the TVEs. M<mitoring and .. ~nforcem~nt~pf. 
' ' ... ·. ·. ,~·,· 

environmental ·regulations and standards for rural industry irtdustt)":i~ diffictdt.:b¢ta\i~C'Tv~S· 

are often small·and widely dispersed, 'there is a need for strengtp~nin~and expandirt~.;~ 

and provincial Environmental Ptotectiort Boards possil>lJ with ,the.tephnipal assistal}ce. pf · 

institutions such as the .Asian Development Bank {Ca~lli 1111d Bhte.stba. 1993).12 

Conclusions 

export ori(:nted ~wth. path tbat characterised the :indpstrialis~ti(lnipt9cess .C>t .f~p~~:;~~.· ili~ 
Asian NICs. The pt)Ucy challenge .is to .sustain :this :gtow,ULIJ1o~n~m~.ov~r·m~ J~ri~1faJI1~ ~d~ . 



The widening or regional in~ome ~ineq\lalitie~ is .a, conseq~ertce ·of itije,:dif'f~~I\Ces 111 · . . . . . ··~ ' 

advantage, these enoowtnenttlifferences tend.to pe ;reflec{f4 m111come .l¢V~IS·· ~~g~,.~e~·~ .. 

severalw~ysin which.sQcb.emerging1rttet·~giona.linf!qiliiline$;¢~·l>e:·aQW:es~~··.pov~nun~mt. · 

transfe~ through the.~ system wh~by the·richer:r,egions. are WXed fQ,.ptd-via~:Jttli'mc~.f<>r t.htt 
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