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prices for these above-quota crops. This approach
provided the state with an assurance of sustained
grain production and farmers with an assurance
of a predictable if modest farm income during a
period of great uncertainty. At the same time, it
provided strong incentives for farmers to exceed
quotas and to diversify into non-quota crops.

More Food and Higher
Incomes for Rural Chinese

Farmers responded to the rural reforms by
producing bumper harvests. Crop production
grew by 42.2 percent between 1978 and 1984.
During those years, the three most important
crops—grain, cotton, and oil-bearing crops—grew
at annual average rates of 4.8, 17.7, and 13.8
percent, respectively (see Figure 19.1). During the
preceding 26 years, these crops had grown at only
2.4, 1.0, and 0.8 percent a year, respectively. Even
though farmers were cultivating fewer hectares of
grain during this period, the gains in productivity
led to more total output. National grain output

Harvesting rice in Hunan Province, China
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rose from about 300 million tons in 1978 to about
407 million tons in 1984.

Although the increases in state procurement prices
had some impact on production, the Household
Responsibility System reform was the greatest
impetus behind the production increases. Given
the opportunity to sell part of their output at
market prices, farm families responded by investing
large amounts of labor and inputs to exceed their
quotas, while at the same time diversifying their
production into non-quota crops. Technological
improvements like hybrid rice (see Chapter 11) and
the practice of double cropping (growing two crops
a year instead of just one) also helped. China’s prior
decades of massive government investment in rural
infrastructure, especially irrigation, helped lay the
groundwork for jumps in productivity as well.

With agriculture growing at breakneck speed
in the years following these reforms, the quality of
life in rural China improved substantially. In just
five years, from 1978 to 1983, rural people doubled
their per capita incomes (see Figure 19.2). The
rural poverty rate plummeted, falling from



Figure 19.1—Agricultural output in China, 1978-84
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Figure 19.2—Per capita income of rural and urban households, 1978-90
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76 percent in 1980 to 23 percent in 1985. The
longstanding income gap between rural and urban
households was reduced (although not nearly
eliminated).

Both rural and urban households also acquired
better access to food, and food became more
affordable. In the first three years of the Household
Responsibility System reforms (1978—81), calorie
intake among people in rural China increased by 12
percent. In 1978, rural people were consuming 122
percent of the minimum daily requirement for a
healthy life, and by 1979—81 they were consuming
between 140 and 143 percent."* As farmers
began diversifying their crops and growing more
non-quota crops, a wider array of foods found their
way into markets and rural people rapidly boosted
their consumption of foods other than grain.

The transformation of agriculture, large as
it was, was just part of an even larger transfor-
mation of the Chinese rural economy. Workers
who had been underemployed in the commune
system were released from the agricultural sector
to find other local work. Taking advantage of this
abundance of labor, townships and collectives
used new revenue earned through the Household
Responsibility System to develop township and
village enterprises. These enterprises, building
on the commune industries and the large public
investments in infrastructure during the commune
period, were public but produced for the mar-
ket—everything from clothing to farm tools to
electronics. Like the household farms, they grew
rapidly. From 1978 to 1994, the number of firms
rose from 1.5 million to nearly 25 million, the
number of employees increased by a factor of 4.5,
and the total value of their output jumped by a
factor of 80.

Unfinished Business

Not everyone benefited from the changes sweeping
across China. The rural reforms held some
disadvantages for women in particular. Under

the commune system, women had in theory
participated as equals in collective agriculture,
even though they were typically employed in

more menial positions and largely excluded from
management. Under the Household Responsibility
System, changing labor patterns, improved
economic productivity, and higher living standards
resulted in a revival of patriarchal values. The rural
industrialization made possible by the shift to
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household responsibility also began to change the
roles of women in their households, as men took
on jobs in township and village enterprises and
women became more responsible for agricultural
production. The state allocated land to households
based on household size, so in theory when a

man married, his land allocation should rise, but
for efficiency reasons, authorities discouraged
too-frequent reallocations of land. Many villages
ceased to provide for such reallocations altogether,
leaving women at the risk of landlessness in cases
of divorce and widowhood. Organizations such

as the All-China Women'’s Federation noted that
as women took more and more responsibility in
agriculture, they had less and less satisfactory
access to land.’

Property rights in rural areas remain a broader
subject of concern as well. China’s extension of
more secure property rights to rural people has
been not simply gradual but painfully slow. People
in rural areas thus find it much more difficult to
acquire assets in the new market economy than do
their urban counterparts. A consensus within both
private and official circles is emerging that rural
people in China should be granted fuller and more
marketable land-use rights. At the same time,
however, land as it is currently distributed serves
as an important social safety net. This safety net
has come into play recently, as a global economic
recession has reduced the demand for China’s
exports and factory workers have flowed back
into their home rural areas. A debate continues
on how to balance the efficiency of more market-
able farmer rights to land with the losses to social
security that such a reform would entail.

Learning from China

The Household Responsibility System reform and
the other reforms it sparked have contributed
greatly to China’s economic development and the
welfare of its citizens. The Chinese reform experi-
ence suggests some lessons for other policymakers
in developing countries who are thinking through
their own reform programs.

First, the sequencing of economic reforms is
critical. China began by providing new incentives to
the mass of rural households—which had relatively
egalitarian access to productive assets—thereby
achieving broad benefits, gaining support for the
reform process, and laying the foundation for an
ever-widening reform agenda. During land reforms



like this one, it is important to maintain existing
structures for input supply and output marketing
while the large production units dismantle, and to
provide reliable markets for land-reform beneficia-
ries in the early reform years. As such, in contrast
to the beneficiaries of land reforms in many other
countries, Chinese beneficiaries of reform faced
virtually guaranteed markets for key economic
crops during the critical reform years.

Second, where labor costs are low and alterna-
tive employment is limited, small household farms
can be remarkably productive, provided they have
access to input supply and marketing chains.

Third, because rural resources like farmland
were so broadly distributed, the poverty-reduction
impacts of reform also reached broad swathes of
the population, making poverty-reduction reforms
in such a rural sector highly strategic.

Fourth, impressive economic growth can take
place under public ownership of land if solid land
use rights are in place and farmers are operating
within a generally supportive and remunerative
economic environment. If farmers are confident
of their access to land because of a credible social
commitment to land access for all families, it
may be feasible to phase in stronger property
rights gradually, while building new mechanisms
to provide social security otherwise provided by
universal land access.

Fifth, promoting the development of both
agriculture and industry in rural areas can pay off
handsomely if labor is plentiful and cheap and if
funds are available for substantial public invest-
ments in rural infrastructure and facilities to
support industry.

Sixth, process is important. Governments need
to create space for local experimentation and allow

Harvested rice just separated from its stalks, China

impartial evaluations, the results of which can be
conveyed to people at the highest levels of power.
Even incremental reform has important benefits:
it allows for learning by doing and corrections as
needed, as well as the use of existing organiza-
tional resources, an avoidance of social turbulence
and waste of resources and, finally, a smoother
transition to new institutions.

Conclusion

The Household Responsibility System reform,

as well as the other reforms that accompanied it,
has had a profound positive influence on China’s
growth and the livelihoods of its people. They have
lifted millions of people out of poverty and averted
famine. Rural reforms, conducted in a spirit of
experimentation, careful evaluation, and adjust-
ment where necessary, have shown the potential
for agricultural growth to take off on a massive
scale under the right conditions.
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