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I. Introduction

1. Three land reforms in China during the 20th century


2. This paper tries to investigate the possible relationships between rural land property rights systems and economic development mechanisms in China during the 20th century with some models from development economics.

II. Two models of economic development based on rural land ownership systems

Hypothesis: a certain rural land property rights system in a country would lead to a certain mechanism of economic development of the country.

Two sectors of an economy: 

modern sector

traditional sector (agro sector)

Modern sector: standard neo-classical type of social structure

Agro sector: different types depending on land property rights systems

Reasoning of the hypothesis:

Land property rights system 

→ decision-making of a peasant on his transfer to the modern sector → mechanisms of economic development 

While testing this hypothesis using data from Chinese economic history we would put forward an explanation of this history. 

Land tenure system (two-class-model, Lewis model)

Characters:

1. There are two classes, i.e., landlords and tenure peasants

2. Constant subsistence wage due to surplus labor in agro-sector

3. No savings out of wage income

4. Classical mechanism of economic development

Wage = consumption

Profit = savings = investment




Peasant system (One-class-model, my model)

Characters:

1. Only one class, i.e., peasants 

2. Rising wage despite of existing surplus labor

3. Wage higher than subsistence level

4. Savings out of wage income

5. Neo-classical mechanism of economic development

Wage ﹥ consumption

Savings from wage and profit together = investment





Difference between these two growth mechanisms may result from the difference of two land property rights systems on which the mechanisms depend

Therefore: Great reforms of land ownership systems would lead to change in the growth mechanisms

It is to be tested:

1. If tenure land system leads to constant wage and no savings out of wage income and
2. if peasant land system leads to rising wage and savings out of wage income

III. Two-class-model: Chinese economy of 1900-1950

1. Market economy

During this period Chinese economy could be seen as a market economy

As China’s economy was diversified and not as an integrated one, we pay our main attention to Shanghai, the center of economic growth in this period

2. Economic Growth:

Annual growth rate of Chinese industry:

1912-1936: 9.4%

1912-1949: 5.6%

Percentage of GNP produced by domestic private industry to the total produced by domestic industry:

1920: 42%

1936: 88% 

3. Constant wage
Tab. 1 Industrial wage in Shanghai，1930－1936

	Year
	Wage per hour
	Price index
	Real wage

	
	（$）
	1930 = 100

	1930
	0.059
	100.00
	100.00

	1931
	0.057
	97.46
	102.97

	1932
	0.057
	92.52
	107.20

	1933
	0.058
	83.20
	115.99

	1934
	0.056
	83.35
	110.04

	1935
	0.053
	84.53
	100.09

	1936
	0.055
	89.94
	103.96


4.Subsistence wage

Tab. 2 Workers’ income, consumption and savings in Chinese cities

1926－1932

	Year
	1926
	1927－1928
	1929
	1930
	1932

	Income（$）
	252.0
	297.7
	408.4
	361.3
	302.8

	Consumption（$）
	216.0
	299.6
	409.2
	349.3
	314.3

	Consumption ratio（％）
	85.71
	100.64
	100.19
	96.67
	103.79

	Savings ratio（％）
	14.29
	-0.64
	-0.19
	3.33
	-3.79


Industry wage might be similar to subsistence wage because of the impossibility for workers to save.

5.Traditional sector

Reasoning: 

Industrial subsistence wage

→ supply higher than demand in the industrial labor market

→ transfer of a great number of laborers from agro sector

→ subsistence wage in the rural sector 

→ the tenure land property rights system

6.Tenure system

Tab. 3 Ratios of land under the tenure and the peasant system，1934

















％

	
	Total
	Under peasant system
	Under tenure system

	Nation
	100
	69.27
	30.73

	Jiangsu
	100
	57.67
	42.33

	Zhejiang
	100
	48.69
	51.31

	Anhui
	100
	47.36
	52.64

	Jiangxi
	100
	54.90
	45.10

	Hubei
	100
	72.11
	27.89

	Hunan
	100
	52.20
	47.80

	Hebei
	100
	87.11
	12.89


	Shandong
	100
	87.37
	12.63

	Henan
	100
	72.73
	27.27

	Shanxi
	100
	83.36
	16.64

	Fujian
	100
	60.67
	39.33

	Guangdong
	100
	23.05
	76.95

	Guangxi
	100
	78.80
	21.20

	Chaha’er
	100
	89.80
	10.20

	Suiyuan
	100
	91.25
	 8.75


China as a whole had 30% agriculturally utilized land under tenure system, but this percentage in the provinces around Shanghai was some 50%.

7. Subsistence wage in rural areas

Tab. 4 Nominal and Real Wage Indexes of Chinese agriculture workers, 1906－1933

                                    (Year 1926=100)

	Year
	Nominal wage Index 
	Consumer price index in rural areas
	Real wage Index

	1906
	43
	71
	60.56

	1907
	53
	58
	91.38

	1908
	58
	57
	101.75

	1909
	59
	54
	109.26

	1910
	60
	57
	105.26

	1911
	61
	61
	100.00

	1912
	69
	65
	106.15

	1913
	72
	65
	110.77

	1914
	74
	64
	115.63

	1915
	77
	68
	113.24

	1916
	80
	71
	112.68

	1917
	83
	76
	109.21

	1918
	86
	79
	108.86

	1919
	88
	82
	107.32

	1920
	89
	85
	104.71

	1921
	91
	88
	103.41

	1922
	93
	91
	102.20

	1923
	95
	95
	100.00

	1924
	95
	101
	94.06

	1925
	97
	101
	96.04

	1926
	100
	100
	100.00

	1927
	105
	103
	101.94

	1928
	112
	109
	102.75

	1929
	118
	118
	100.00

	1930
	124
	126
	98.14

	1931
	126
	135
	93.33

	1932
	132
	127
	103.94

	1933
	129
	104
	124.04

	
	
	
	


In short, two-class-model may explain the mechanism of Chinese economic development in the first half of the 20th century.

III. State monopoly: China’s central-planning economy of 1950-1978

1. The first land reform at the beginning of 1950s

Replace of tenure system by peasant land system

Tab. 5 Percentage changes in land ownership in the first land reform 

                                (official statistics, 1950-1954) 
	
	Before reform 

(around 1950)
	After reform

(1954)
	Changes in percentage of land owned

	
	Of total population
	Of total

land
	Of total population
	Of total

land
	

	Peasants with no or little land
	52.37
	14.28
	52.2
	47.1
	32.82

	Peasants with some land
	33.13
	30.94
	39.9
	44.3
	13.36

	Peasants with more land
	4.66
	13.66
	5.3
	6.4
	- 7.26

	Landlords
	4.75
	38.26
	2.6
	2.2
	- 36.06

	Others
	5.09
	2.86
	
	
	- 2.86


Source: Statistics Yearbook of Chinese Rural Areas 1989, p.31.

Tab. 6  Percentage changes in land ownership in the first land reform
(other source) 
	
	Of total land
	Of total peasant family
	Land per peasant family(ha.)
	Changes in percentage of land owned

	
	before
	after
	before
	after
	before
	after
	

	Peasants with

no or little land
	 23.5
	46.8
	 61
	57.1
	 0.42
	0.81
	  23.3

	Peasants with some land
	 30.3
	44.8
	 31
	35.8
	 1.06
	1.24
	  14.5

	Peasants with

more land
	 17.7
	 6.4
	  8
	 3.6
	 3.0
	1.76
	 -11.3

	Landlords
	 28.7
	 2.1
	  4
	 2.6
	 7.78
	0.80
	 -26.6

	Average/Sum
	
	
	
	
	 0.77
	1.00
	   0.0


Source：Menzel, U., 1978, pp. 468、470.
2. The second land reform

China set up its central-planning economy in the second half of the 1950s. Meantime, China transformed its agricultural sector into one based on a collective land ownership system.

3. Mechanism of economic development under the central-planning economy
Agro sector：
Government determined purchasing prices of agricultural products, which fixed peasant income on the subsistence level

modern sector: 

Government determined sale prices of agricultural products and industrial consumption products, which fixed industry wage to subsistence one 

capital accumulation: 

Government got all surplus and invested it to grow modern sector and absorbed surplus labor in order to modernize its economy. 

That means the classical mechanism as well for planning economy：
wage = consumption, profit = savings = investment

Proof 1：Constant wage

Tab. 7 Constant wage in China, 1953－1978
[Figures are growth rates to level of the year 1952(％)]

	Year
	Real industry wage
	Industry labor productivity

	
	A
	B

	1953
	6.6
	27.1

	1954
	7.7
	38.0

	1955
	4.4
	45.3

	1956
	16.3
	96.8

	1957
	16.7
	119.5

	1958
	-5.8
	64.3

	1959
	-8.2
	71.3

	1960
	-7.3
	130.2

	1961
	-18.7
	51.3

	1962
	-12.9
	69.6

	1963
	-2.6
	124.6

	1964
	2.8
	180.8

	1965
	3.6
	237.9

	1966
	2.5
	292.3

	1967
	5.0
	213.7

	1968
	3.9
	177.1

	1969
	2.5
	247.9

	1970
	-1.7
	315.7

	1971
	-3.7
	303.8

	1972
	-0.8
	286.4

	1973
	-1.7
	292.6

	1974
	-3.8
	270.0

	1975
	-4.2
	295.0

	1976
	-4.9
	246.8

	1977
	-7.1
	276.1

	1978
	-0.9
	283.9


Proof 2：Subsistence wage
Cash savings: Chinese banking system had during 1953-1978 increased money supply (cash) by a total of RMB 17.85 bil. Yuan, which means an annual per capita increase of less than RMB 1 Yuan. 

Tab. 8 Bank Savings and Consumption of Chinese households，1954-1978

	
	
	
	

	
	Savings per capita
	Expenditure per capita
	Ratio of savings to expenditure

	Year
	A
	B
	C=A/B*100

	
	RMB Yuan
	RMB Yuan
	%

	1954
	0.60
	87.54
	0.68

	1955
	0.65
	93.50
	0.70

	1956
	1.08
	97.61
	1.11

	1957
	1.32
	100.46
	1.31

	1958
	3.03
	103.48
	2.93


	1959
	1.95
	95.39
	2.04

	1960
	-0.30
	103.17
	-0.29

	1961
	-1.65
	114.57
	-1.44

	1962
	-2.12
	116.05
	-1.83

	1963
	0.67
	114.76
	0.58

	1964
	1.39
	119.46
	1.17

	1965
	1.34
	123.45
	1.08

	1966
	0.95
	130.07
	0.73

	1967
	0.21
	134.47
	0.16

	1968
	0.56
	129.94
	0.43

	1969
	-0.30
	132.34
	-0.22

	1970
	0.43
	137.95
	0.31

	1971
	1.27
	140.26
	0.90

	1972
	1.71
	145.01
	1.18

	1973
	1.79
	152.91
	1.17

	1974
	1.68
	153.58
	1.10

	1975
	1.42
	156.93
	0.90

	1976
	1.01
	160.30
	0.63

	1977
	2.37
	163.47
	1.45

	1978
	3.01
	173.91
	1.73

	1978*
	3.01
	182.86
	1.65


Proof 3: Capital accumulation by government

Investment rate (investment/GNP): 

  1950s: less than 25%

  1970s: more than 30%

Value of capital assets of state owned enterprises:

1952:   16.71
1978:  320.14
Annual growth rate: more than 12％
Radio of Agriculture GNP to GNP:

1952:  57.7%
1978:  32.8%
Ratio of rural labor to total labor:

1952: 88.0％
1978:76.3％

But with central-planning, China could not modernize its economy, and beginning in 1978 China transformed its economic system into a market economy.

IV. One-class-model: Chinese economy of 1978-2000

1. Quasi-peasant system

Through the third land reform at the end of 1970s every peasant family got use rights of pieces of land to cultivate and to run by the household,  while the landownership still lie in the collectives. 

2. Chinese economy after 1980 may be assumed as a market economy

3. New mechanism of economic development 

Peasants use their land to raise production. In a shortage economy it means the increasing of agricultural wage. This wage became higher than subsistence level in the middle of 1980s. 

Industrial wage rose accordingly. 

Savings out of wages took place.

Invalidation of the classical mechanism 

Neo-classical mechanism must take effect. China’s capital accumulation would depend on profit savings as well as wage savings while peasants and workers could get wages that always increase.     

4. Proof 1: Increasing trend of wage

Tab.9  Rising agricultural and industrial wage in China, 1978－1999
	Year
	Real income per peasant
(year 1985=100)
	Real income per worker
(year 1985=100)
	Real industrial wage
Growth rate (1952 =100)

	1978
	
	
	-0.9

	1979
	
	
	6.6

	1980
	
	
	12.5

	1981
	
	
	10.4

	1982
	
	
	10.0

	1983
	
	
	10.1

	1984
	
	
	29.4

	1985
	100.00 
	100.00 
	35.5

	1986
	99.67 
	108.20 
	46.1

	1987
	101.17 
	117.94 
	48.7

	1988
	98.96 
	116.99 
	48.5

	1989
	89.22 
	111.38 
	43.3

	1990
	104.70 
	121.63 
	53.1

	1991
	103.36 
	126.49 
	

	1992
	116.58 
	134.97 
	

	1993
	111.19 
	144.55 
	

	1994
	119.36 
	155.68 
	

	1995
	129.63 
	161.59 
	

	1996
	143.79 
	167.73 
	

	1997
	149.09 
	169.58 
	

	1998
	147.00 
	181.79 
	

	1999
	142.32 
	200.60 
	


Proof 2: Wage savings
Wage savings imply a higher wage than subsistence level.

Considering only savings of households in the bank system.

Tab.10 Bank savings and consumption of Chinese households，1979-1997
	
	Savings per capita
	Expenditure per capita
	Ratio of savings to expenditure

	Year
	A
	B
	C=A/B*100

	
	RMB
	RMB
	%

	1978*
	3.01
	173.91
	1.73

	1978
	3.01
	182.86
	1.65

	1979
	7.22
	205.68
	3.51

	1980
	12.01
	234.76
	5.11

	1981
	12.41
	260.15
	4.77

	1982
	14.93
	282.27
	5.29

	1983
	21.14
	309.88
	6.82

	1984
	31.04
	354.00
	8.77

	1985
	38.85
	437.05
	8.89

	1986
	57.83
	485.92
	11.90

	1987
	77.26
	546.40
	14.14

	1988
	67.59
	696.45
	9.71

	1989
	123.58
	766.50
	16.12

	1990
	168.28
	797.31
	21.11

	1991
	183.23
	890.84
	20.57

	1992
	214.83
	1063.12
	20.21

	1993
	297.42
	1354.27
	21.96

	1994
	526.71
	1735.60
	30.35

	1995
	672.46
	2224.98
	30.22

	1996
	723.73
	2626.82
	27.55

	1997
	627.75
	2819.95
	22.26


Proof
3: Importance of wage savings for capital accumulation
Tab. 11 Households savings and capital formation，1978－1997

	
	
	
	

	Year
	Household savings
	Capital formation
	Ratio of household savings to capital formation

	
	A
	B
	C=A/B×100

	
	100 mil RMB
	100 mil RMB
	%

	1978
	29.0
	1377.9
	2.10

	1979
	70.4
	1474.2
	4.78

	1980
	118.5
	1590.0
	7.45

	1981
	124.2
	1581.0
	7.86

	1982
	151.7
	1760.2
	8.62

	1983
	217.1
	2005.0
	10.83

	1984
	322.2
	2468.6
	13.05

	1985
	407.9
	3386.0
	12.05

	1986
	615.9
	3846.0
	16.01

	1987
	842.9
	4322.0
	19.50

	1988
	740.8
	5495.0
	13.48

	1989
	1374.2
	6095.0
	22.55

	1990
	1923.4
	6444.0
	29.85

	1991
	2121.8
	7517.0
	28.23

	1992
	2517.8
	9636.0
	26.13

	1993
	3444.1
	14998.0
	22.96

	1994
	6315.3
	19260.6
	32.79

	1995
	8143.5
	23877.0
	34.11

	1996
	8858.5
	26867.2
	32.97

	1997
	7759.0
	28457.6
	27.27

	
	
	
	


VI. Problems for further researches

1. Statistical evidence, esp. of the period 1900-1950.

2. Econometrical studies for cases for which statistical data are available

3. Explanations of land reforms themselves

4. Value judgments of certain land property rights systems

Beginning of 1950s





		              （1st land reform）		  


Tenure system         ――――――――>  Peasant system


landownership by landlords                 owned and 


cultivated by tenant peasants                used by peasants








Middle of 1950s


（2nd land reform）


Peasant system        ――――――――>  Collective system 


collective ownership


collective cultivating





End of 1970s


（3rd land reform） 


――――――――>  Quasi-peasant system


collective ownership


individual use rights
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