ECON 7510 – China’s Economic Development & Reform

Essay Question 1

· Explain how the Central Government tackled with the Three Rural Issues.

· Do you think that the measures of Central Government were effective enough in resolving the Three Rural Issues?
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Explain how the Central Government tackled with the Three Rural Issues.

There are three major concerns on the Three Rural Issues in the political agenda of PRC Government between the late 1980s and 2000s. The problems are: insufficiency in intellectuals, labors and students for strategic rural policy-making; insufficiency in water supply for irrigation; and a phenomenon that the northern peasants could not travel to the southern industrialized regions for getting extra revenues in terms of facilitating the agricultural development of their ‘native-born’ villages. During the process of partial capitalization along the coastal Chinese areas, the introduction of modern agricultural system was a prior concern in the institutional mechanism of nationwide market re-adjustment, as it enabled a greater force of investments from central government, provincial governments and financial departments to contain the trend of “farming de-significance” and halt the risk of internal food shortages, with an addition of implementing “protectionist policies” to stabilize the prices of harvesting products.
To ease the burden of peasants’ livelihood, the PRC Government implemented the “Provincial Leaders’ Responsibility System on Rice Packages” (米袋子省長負責制) 
 between the 1980s and early 1990s. Such a policy, stressing the direct initiatives of bureaucrats in equal rice distribution, was to fulfill Deng Xiaoping’s aim of classifying the balanced supply of agricultural products among various provinces as a significant social issue, while the intentional re-prosperity of regional advantages is remained as an economic policy along the endeavoring path of Opening-Up.
To cope with the diversification of public ownership in China’s neo-socialist economic pattern while dealing with agricultural modernization, the PRC Government endeavored to facilitate the upper institutions and supports from financial systems to accommodate peasants’ emergent needs in enhancing their accessories for profiteering planting of crops. Bureaucratic pressures were exerted to make provincial leaders efficiently demonstrate their prospective strategies. By an increase in industrial-and-commercial taxation, the financial revenues of PRC government can be used to afford the “multiplying effects” produced by the construction investments. Those “multiplying effects” could be settled by the expenditures of labeling interests from the national financial reserves. To accommodate the growing activeness of rural-urban economy in terms of cultivating resources from long-term taxation for the PRC, it is predicted to adopt a diversified mode of re-integration among Central Government, Provincial Government, financial system, peasants’ investments on basic industry, and peasants’ investments on basic infrastructures. The key of success, foreseen by the contemporary PRC reformers, is to organically merge the marketing mechanism with the mechanism of planned-economy as an effective demonstration of individual advantages.

According to Gregory Veeck’s investigation in his article named “Agriculture: Fifty Years of Change” 
, the recent introduction of land specialization and plantation of cash-field crops effectively enabled peasants to engage in an increasing number of production activities, including grain, cotton and oil crops, whereas the PRC government simultaneously increases investment and labor in husbandry, fishery and forestry. Such a consumer-based agricultural diversification was resourceful in making the Jiangsu farmers able to develop and market the household sideline products, as the on-farm consumption of inputs in Jiangsu included fixed assets within the modern tendency of capitalism-based exchange of farm products.
Table

Left: Sown Area, Output and Yield for Selected Crops for Jiangsu Province in 1997

Right: Gross Output of Agriculture, Forestry, Husbandry and Fishery for Jiangsu Province: 1997
	Indicators
	Jiangsu Province
	Sector
	Jiangsu
	Percent of total

	Total sown area

(100 Ha)
	7966.8
	Farming
	1085.26
	59.75%

	Grain crops

· Area (1000 Ha)

· Yield (Kg/ha)
	5994.4

6161.3
	Forestry
	22.56
	1.24%

	Rape seed

· Area (1000 Ha)

· Yield (Kg/ha)
	473.9

2121.4
	Husbandry
	2430.57
	23.70%

	Cotton

· Area (1000 Ha)

· Yield (Kg/ha)
	438.7

3371.5
	Fishery
	277.98
	15.30%

	Vegetables

· Area (1000 Ha)
	619.3
	Total value
	1816.37
	100%

	Tea

· Area (1000 Ha)

· Yield (Kg/ha)
	19.1

620
	
	
	

	Fruit crops

· Tons
	2693751
	
	
	


Source (Left):  ZGTJNJ 1998, pp. 400 – 404     Source (Right):  ZGTJNJ 1998, p. 390

Agricultural experts in PRC also made reference to the cases of sustainable farming in Australia and America, that they initially experiment pond-based agriculture in the provinces with excellent water resources, appropriate soil and even topography, specifically those regions along the Changjiang and Huanghe River. It enabled an official and developmental module of scientific investigation on poor-harvest technology to cope with the time, distance, marketing strategy and price adjustments.
In 1998, the Central Government implemented the “Family-Based Joint Production Responsibility System” (家庭聯產承包責任制) 
 which caused a breakthrough on the mode of planned economy and composed the initial agro-economic framework for the adaptation to the socialist market-economy. Through an appropriate re-allocation of human, wealth and material resources due to an adaptation to capital-based economic integrity, a tendency of normal and wholesome competition under the basis of “meritocracy with weeding-out processes” is fabricated that motivates the productive forces of society, specifically the farmland possessors, to move ahead and become more accountable with their initiatives for productive progresses. In 2004, Premier Wen Jiabao abolished the taxation and extravagant fees to relieve farmers’ burden. The PRC began to give additional and supplementary grants to peasants. As the annual income of a peasantry family remains $2,320 per year, the farming labors depended on the rural entrepreneurship, encouraged by contemporary PRC reformers, to pay off the provincial taxes. Pastures were introduced in southern agricultural provinces with low-relief flatlands to make the rural societies there become wealthier, whereas graze and fishery were made to substitute parts of the nationwide agricultural economy.
According to Xu Xianglin (徐祥臨)’s report in his article named “Comment on the Major Factors of Restraints causing the Slow Pace of Rural Development and the Possible Measures for Resolution” (《論農村發展縵慢的主要制約因素與對策》), the Integrated Community-Based Economic Cooperative Groups
, formed after the separation between state governance and cooperative societies, are made to be the channels for capital input. Through the cooperative societies, capital is input to the agricultural field. Not only could this measure help deduct the cost of capital usage; the effectiveness of capital could be enhanced. Meanwhile, the force of fabrication among peasants inside the cooperative societies is seen to be strengthened.
To make different types of resources be allocated in rural regions with a high level of efficiency, the PRC endeavors to increase the supply of basic agricultural currency. The targeted channels include a provision of long-term loan with low interests for the basic agricultural infrastructures from the agro-labor expenditures of the peasantry class, and a setting of profiteering prices on farm products for the peasants. To facilitate the financial investments in rural provinces, the re-introduction of agricultural banks is implemented by PRC for the sake of institutional provision of loans, which tightly cohered with the cooperative societies. HSBC, in Hubei Province, gained the goodwill from the Beijing Government by upholding its deserved social responsibility to increase its entrepreneurial engagements in the rural provinces under the basis of PRC bureaucratic supervision. The emergence of agricultural banks resulted in a reduction of information costs during the strict evaluation on the cash flow of peasant debtors, as they established a communication channel with the provincial community by inviting the local members from cooperative societies to investigate whether the applicants were troubled with bad debts. The PRC encouraged rural people to privately operate the mining exploitation, with a concentration of rural entrepreneurs in small towns and suburbs to relieve the burden of financial exhaustion in rural regions. The rural entrepreneurs, either from external investors or local wealthy landlords, absorbed the surplus farming labors to facilitate the processing and semi-processing manufactures. In certain rural regions like Wenzhou, various kinds of “industrial communities” emerged that aimed to produce daily necessities and electronic appliances with a categorized module of specializations. Though most of the manufacturing revenues go to the capital deposits of external investors, the income standards of rural labors are optimistically upgraded that they are enabled to purchase fertilizers and basic farming tools for the maintenance of harvest amount in their ‘native-born’ fields. Over-target imports of foreign grain have also been put into experiment, as such a strike from external influence helps re-modify the passive and stagnated circulation of internal agricultural market. Consumers’ morale is boosted up to increase their purchase on quality food products as a mean of enforcing the local agricultural producers to endeavor in a better marketing strategy for a better urban wholesale of their over-productive harvests.
Do you think that the measures of Central Government were effective enough in resolving the Three Rural Issues?
The measures of PRC in tackling with Three Rural Issues are of half-baked success, in which there’s a greater room for foreseeable improvements. Prior to the preparation for an adoption of cost-effective and technology-based agriculture, the PRC still needs to tackle with the potential backwardness and miserable circumstances of the rural provinces. There were occasionally the electric exhaustions in agricultural fields. Peasants, without the infrastructural assistance from urban developers, could hardly obtain fuel resources to generate the operation of their sowing and harvesting machines. With the lack of mechanical accessories due to the established financial impoverishments of rural residents, peasants could only rely on their muscular toughness to render the nourishments of their fragmented plants. They could not resort to an intensive method of mass plantation.

Transportation problems in agricultural field are also a great hindrance on peasants’ initiatives to mobilize and introduce the scientific hardware from the urban regions, whereas the peasants themselves would also bear the huge cost of delivering the harvests to the distant urbanized provinces through cargo-vehicles for profit-making wholesale. The traffic roads were of poor quality due to the rough landscapes in rural provinces, which discouraged urban people’s initiatives to help peasants exploit an accessible channel for a less-consuming communication between urban wholesale markets and crop-provision sectors. Problems of water supplies were also significant in the agricultural field, as the bureaucratic cadres obtained very few subsidies to construct irrigation canals and facilities for hydro-electric power generations. The telecommunication networks might difficultly cover the mountainous regions in the inner-continental provinces. While exploiting lands for the collectivized needs of national agriculture, the greening issues, specifically the harmful consequence of pollutants from the deforestation for spacious growth of crops, have to be re-considered; as the sustainable agricultural advancement has to prospectively strive for equilibrium between peasants’ livelihood and conservation of natural landscapes. There were also the agro-industrial problems beyond the economic transformation from primitive farming module to capitalist module due to the abandonment of fragmented crop plantation, re-modification of territorial usages for manufacturing purposes and the introduction of capital-intensive farming.

We foresee a need for a fundamental revision on the established misconception because the agricultural policies should be re-categorized as “social policies” instead of “economic policies”. Basic agriculture is inter-related with all kinds of occupations, including the upward architectural and infrastructural developments. Its persistence, pragmatically speaking, accommodates an even more universal demand apart from family needs. Under the condition of market-economy, even a slight level of changes from the demand-and-supply relations of agricultural products would result in severe changes upon the wholesale prices of agricultural products. In China, our society’s capacity in tolerating the fluctuations from the quantity of food supplies is extremely weak. The drastic growth of harvests won’t result in an obvious prosperity of other industries. But, the stagnation of harvests would result in social instability and political crises. For the basic industrial products, their quantity is less endangering to the society, whereas those endangerments could actually be resolved and moderated by economic manners. Neither entrepreneurial monopolization nor state monopolization of agricultural industry would cause positive effects on the markets. Peasants’ contribution in plantation and natural-land conservation deserves national recognition
. Thus, the principle of agricultural policy should value the significance of uplifting peasants’ averaged annual income. To re-assess the external cost-effectiveness of agriculture is not solely as a standard of monetary calculation, but as a fundamental insurance for the social stability and developmental strategies
.
By permitting comparatively-wealthier peasants to develop their agro-economic firms, it enabled particular south-eastern provinces to enjoy an unprecedented extent of career flexibility to upgrade people’s living standards. In Jiangsu, the sale of “cottage” agricultural products allowed households to raise some small sum and invest their money in a small commercial venture, improve their land or buy products which supported other household members’ efforts. Over time, more and more of this money has gone into rural industries owned by township or village governments or true collectives. 
To reserve its ultimate autonomy of commanding and re-modifying the module of agricultural modernization, the PRC Government tactfully preserves the socialist features of rural provinces from the capitalist transformation
, whereas peasants’ right of automatic finance and private land ownership is restored. Under the legal restraints, the peasantry landlords still have to fulfill the expected harvest quotas laid by the PRC Government as a mean of ensuring an adequate amount of surplus food resources to help the impoverished provinces in needs.
	Capitalist camp
	Proletariat camp

	· Appointed capable persons (probably merchants and entrepreneurs) to be the managers of the state-owned enterprises

· Consumerism started to return

· Capitalist-roaders and big landlords were allowed to reintegrate with the socialist society.
	· Re-establishment of Unions – acted as arms of the Party and management

· Workers in SEZ could return to their home village (i.e. brought their earnings back to rural areas and contributed the farming activities there)


Infrastructural advancement in Jiangsu could be succeeded due to the consequential prosperity from agricultural reforms. According to Gregory Veeck’s investigation, taxes or donations from the more successful factories, firms and families have permitted the hiring of better teachers resulting in better schools and higher overall levels of education. New hospitals can be found in virtually every township (xiang 鄉). As labor shifts “off the farm”, the remaining farming households can sometimes acquire more land as well-improving through better returns to scale and creating more “professional” type of farm family. Simultaneously, the rise of the rural industries made possible from this re-invested capital generates new sources of local capital, expands support and investment from improved transportation networks, and relieves at least for a portion of the reform era – some of the relentless pressure on the land through rural industrial employment and out-migration. In part due to infusions of industrial wages, there is greater demand for the more expensive fruits and vegetables these farmers produce as the diet changes while the service and construction sectors also boom.

To encounter the challenges of China’s WTO entry, the PRC Government should not neglect the priority of developing rural entrepreneurs as the labor-intensive manufacture. Such a renewed political perception is foreseen as an effective mean to increase the competitiveness and economic surpluses, enrich the average capital possession of civilians, speed up the accumulation of capital and prosper the regional advantages to attract more external investments for agro-economic development. To facilitate an even greater extent of entrepreneurial mobility from the capital circulation among all the Chinese territories, the PRC is foreseen to be more liberal-minded in dealing with its collaborative relationship with Kuomintang for the sake of ensuring Taiwanese merchants to enjoy a fully-pledged commercial prestige in the Mainland with regards to China’s WTO entry. With the participation of Taiwanese, the financial structures in rural provinces could be improved. Middle and small banks could be developed. Middle and small enterprises with the mode of labor-intensive operation could be found. In Taiwan, there is universal education among all classes of citizens, which fosters the higher quality of population, fruitful capital in human resources, mature knowledge and vitality in technology-intensive manufacture. The PRC could not deny the fact that, Taiwanese have an advanced level of developmental experiences in terms of fruit and cash-crop plantation. As Xu Xianglin commented, a mutual-supplementation between Taiwan and Mainland could facilitate greater achievements in agro-economic strategies
, particularly in the aspect of rural entrepreneurship, advanced farming techniques and systematization of product communication. 
There’s not yet a profound democratic and judiciary system to operate the Integrated Community-Based Economic Cooperative System. In the process of China’s Opening-Up, the provincial cadres exploit the rights of minor peasants to explore paths in the entrepreneurship-based agricultural market. Due to their illiteracy, weak capacity and low quality of behavioral temperament, as well as the pressure from regional high-interest debtors, the minor peasants have to spend a higher extent of cost in terms of entering the market. Bureaucratic restrictions from the inter-provincial system of “united purchase” and “united consume” hinder the incentives of wealthier rural wholesalers to communicate with other Chinese cities for a greater autonomy of beneficial harvest trades. Vague inter-relationship of subordination between land-ownership and property-ownership after the collapse of collectivization made farmers dare not to prosper their business as a liberal incorporation. To re-fabricate China with a wholesome supply-and-market mechanism, the PRC Government is responsible for reforming the “Corporation Ordinance” with an enhancement of its institutional transparency.
All in all, the half-baked success of PRC Government in resolving the Three Rural Issues was attributed to the difficulty in terms of uplifting the political significance of basic-level agricultural cadres within the bureaucratic strata. In the continental provinces with red-minded conservatives who remain their political influences in the governing sectors, no consensus cooperation between rural bureaucrats (who felt reluctant to abandon their deep-rooted faith upon Maoist mode of agricultural collectivization) and peasants is optimistically made to abolish farmland egalitarianism, establish regional peasantry associations and strategically plan for the mutual-profiteering agricultural modernization. With the social-wide negative perception on the ideological impact of Communism which stressed the legitimacy for peasantry collectivization, counteraction against capitalists, forceful wealth redistribution and socio-economic intervention; the contemporary Beijing cadres, even realizing that the peasants were under severe exploitation, find it embarrassing to re-consolidate their totalitarian position in terms of commanding urban entrepreneurs to engage in agricultural modernization as a socialistic fulfillment of civic responsibility. But, we could not deny the effectiveness of PRC persistence on partial socialist philosophy because limited intervention from the government is ultimately effective in guaranteeing people’s minimum welfare while they are further becoming the labor force of market-economy during the period of economic transformation. The most head-ached task that PRC deals with is to bridge the gap between the impoverished and the rich as much as possible once social stratification re-emerged, as well as resolving the stagnation of internal consumerist demands. It is hoped that, the PRC would request the provincial bureaucrats to encourage rural entrepreneurs for a combination between the increase in price rates and the bonus payments to farming labors
 through a proactive and moralistic resort of judiciary persuasion. Under a reintegration of welfare policies, wages of urban inhabitants are foreseen to be intentionally raised as a mean of compensating the increase in food prices due to the capitalization in the process of agro-economic development. By implementing a modern system of “Urban Collectives”, profits, allowances and grants could be slightly redistributed to the land-owners in which they could offer additional caterings and undertaking services for the farming labors.
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