CHAPTER III 

FROM THE COOPERATIVE 

AGRICULTURE TO THE PETTY PEASANT ECONOMY


In this chapter we will discuss the evolution of the relations of production in the agricultural sector after the founding of the People’s Republic of China.  The post-revolutionary Chinese economy remained a dualistic economy, that is, an economy divided into a modern economic sector and a pre-modern agricultural sector.  Nevertheless, with the accomplishment of the land reform and the elimination of the pre-capitalist exploiter classes, the preconditions for modern economic development in China were prepared and consequently the modern economic sector began to play an increasingly dominant role in the Chinese economy.  On the other hand, any further advance of the agricultural productive forces and relations of production would have to depend upon the material conditions which were to be provided by the modern economic sector.  Thus from then on it is the development of the modern economic sector, and in the term of class struggle, the struggle between the ruling class and the working class in the modern economic sector, that would have a decisive impact on China’s social development.  It is within this context that the evolution of the relations of production in the agricultural sector is to be analyzed and understood.

The Cooperative Agriculture
Why the Cooperative Agriculture?

As early as in 1943 Mao pointed out:

Among the peasant masses for several thousand years the individual economy has prevailed with one family, one household, as the economic unit.  This kind of dispersed individual economy is the basis for feudal control and causes the peasants themselves to succumb to permanent impoverishment.  The only method to overcome such a situation is to gradually collectivize, and the only road to achieve collectivization, as Lenin said, is through cooperatives ( see Selden, 1993, 71). 


Therefore, in Mao’s opinion, as long as the Chinese agriculture is dominated by the petty peasant economy, there is no way for the peasants to be freed from “permanent impoverishment” and to be really liberated form “feudal control” or other forms of class oppression.


In mid-1950s, in the debate on agricultural cooperatization, Mao made following arguments.  First, Mao argued that only with the cooperative agriculture, could the Chinese agriculture go beyond the small-scale individual farming, effectively fight natural calamities, make full use of modern agricultural technologies, and thus reach a qualitatively higher level of productive forces.

These comrades fail to understand that socialist industrialization cannot be carried out in isolation from the co-operative transformation of agriculture . . . as every one knows, China’s current level of production of commodity grain and raw materials for industry is low, whereas the state’s need for them is growing year by year, and this presents a sharp contradiction.  If we cannot basically solve the problem of agricultural co-operation within roughly three five-year plans, that is to say, if our agriculture cannot make a leap from small-scale farming with animal-drawn farm implements to large-scale mechanized farming, along with extensive state-organized reclamation by settlers using machinery . . . then we shall fail to resolve the contradiction between the ever-increasing need for commodity grain and industrial raw materials and the present generally low output of staple crops, and we shall run into formidable difficulties in our socialist industrialization and be unable to complete it (Mao, 1977a, 196).


Secondly, Mao argued:

What exists in the countryside today is capitalist ownership by the rich peasants and a vast sea of ownership by individual peasants.  As is clear to everyone, the spontaneous forces of capitalism have been steadily growing in the countryside in recent years, with new peasants springing up everywhere and many well-to-do middle peasants striving to become rich peasants.  On the other hand, many poor peasants are still living in poverty for shortage of the means of production, with some getting into debt and others selling or renting out their land.  If this tendency goes unchecked, it is inevitable that polarization in the countryside will get worse day by day . . . There is no solution to this problem except on a new basis.  And that means to bring about, step by step, the socialist transformation of the whole of agriculture together with socialist industrialization and the socialist transformation of handicrafts and capitalist industry and commerce; in other words, it means to carry out co-operation and eliminate the rich peasant economy and the individual economy in the countryside so that all the rural people will become increasingly well off together (Mao, 1977a, 201).


Therefore, after the land reform, new contradictions began to arose.  On the one hand, while the socialist industrialization needed more and more agricultural products, any qualitative advance of agricultural production was no longer possible within the limit of the petty peasant economy under its traditional conditions.  On the other hand, the capitalist social relations and social polarization began to develop in the countryside, and these tendencies were inherent in the petty peasant economy.  In this case, agricultural cooperatization became inevitable for it provided the only possible solution to both contradictions.  The question is while agriculture cooperatization was inevitable, whether the historical conditions for the successful development of the socialist cooperative agriculture had been prepared in China at that time. 

The Failure of the Cooperative Agriculture

In the opinion of the official scholars, the cooperative agriculture is a ridiculous system which is against human nature as well as economic science, and thus must be rejected altogether.

“Go to work like a swarm of bees, work together like a tumultuous crowd, and everyone gets the same points.”  This the way in which the production team (of the people’s commune) works.  This way of work and distribution naturally encourages people to be lazy.

Human beings are heterogeneous.  Everyone has a different schedule of time preference and different attitudes towards work.  Even if with some common belief, or in response to some temporary need, people can set up some kind of on-the-same-boat cooperative relations.  This kind of relations will in no way last for a long time.  For collective work requires supervision, and supervision is not costless.  If supervision is too expensive, it becomes a kind of luxury that people cannot afford and some ambiguity of property right has to be allowed to save the cost of supervision.  But giving up supervision will lead to lower incentives of work and the “free rider” behaviors will become a common problem.  This will also lead to less production.  Agricultural work is dispersed in wide-spread area.  The supervision of agricultural work is thus very difficult or very expensive . . . even if there is the potential of economy of scale, it is more than offset by the inadequate incentives (Cai Fang, 14, 97).


True, human beings are “heterogeneous.”  But this is not the point.  The point is that the modern agricultural production objectively requires collective and cooperative work of many workers, whether they are “homogeneous” or “heterogeneous.”  Under the capitalist agriculture, the relations between the workers and the capitalist are not only “heterogeneous” but actually antagonistic.  The capitalist agriculture certainly needs supervision, and the supervision is certainly very expensive, given the fact that the workers, being oppressed and exploited, will by no means self-consciously work for the capitalist enthusiastically and responsibly.  Despite this, and despite the fact that “agricultural work is dispersed in wide-spread area,” there is no question that the capitalist agriculture is qualitatively superior to the petty peasant economy.


A question is thus raised: if under the socialist cooperative agriculture, where the workers have collective control over production, and work for their own collective interest rather than be exploited by the capitalist, and consequently they will certainly work more enthusiastically and responsibly than the workers under the capitalist agriculture, and consequently for the socialist cooperative agriculture to work, it certainly need much less cost of supervision than the capitalist agriculture, and if the capitalist agriculture, despite its very expensive supervision, is qualitatively superior to the petty peasant economy, why cannot the socialist cooperative agriculture work, and work much better than the petty peasant economy?


On the other hand, this suggests that the success of the socialist cooperative agriculture depends on two important conditions.  First, the cooperative agriculture must based on the genuine socialist relations of production, that is, working people’s control over production.  Secondly, it must be based on modern agricultural technologies and equipments, which are the material foundation of the superiority of the cooperative agriculture over the petty peasant economy.


As for the first condition, as we have known, in 1950s China did not yet have the material conditions for the elimination of the division of mental labor and physical labor, and consequently, the material conditions for the establishment of the socialist social relations.  As a result, a new bureaucratic ruling class took shape overtime.  In this case, the agricultural cooperatization, while indispensable for preventing capitalist development and social polarization in the countryside, had to be carried out from up to down, in a largely bureaucratic way, rather than relying upon the initiatives and creativity of the masses of peasants.


On the other hand, while the agricultural cooperatization did open the possibility for qualitative progress of China’s agricultural productive forces, the progress that would never have been achieved under the traditional petty peasant economy, by the end of the Maoist era China did not yet have the material conditions to complete the modernization of the agriculture and the Chinese agriculture remained by and large a pre-modern sector.


In this case, the fate of the cooperative agriculture and the socialist transformation of China’s countryside was not to be determined by the political, economic, and social conditions in the countryside itself, but was to be determined by the general trend of class struggle and the evolution of the relations of production in the entire society, which were in turn determined by the trend of class struggle and the evolution of the relations of production in China’s modern economic sector, the more advanced and increasingly dominant economic sector.  It was not until the failure of the Cultural Revolution, with the rule of the bureaucratic class consolidated and the revolutionary socialist solution to China’s social contradictions excluded, that the possibility of building the genuine socialist cooperative agriculture was completely eliminated.

The Heritage of the Cooperative Agriculture


In the opinion of the official scholars and bourgeois economists, China’s agriculture cooperative agriculture was a sheer failure and must be completely denied as a strategy of agricultural development.  According to Selden (1993,16):

One vital indicator of the kind of fundamental problem that deepened through the period of collective mobilization is given by aggregate information about foodgrain output and consumption . . . per capita foodgrain production and nutrient availability peaked in 1955-1956, then dropped sharply after 1958 . . . Despite substantial famine-induced deaths, beginning in 1959 and continuing for three years, per capita food production did not regain precollectivization levels until the mid-1970s, and it was not until 1980 that nutrient availability slightly surpassed mid-1950s’ levels . . . at the most basic level of food consumption, twenty-five years of collective agriculture brought no gain.


While the cooperative agriculture failed to bring about higher per capita food production, it should be pointed out that from 1958-1978 the Chinese population had increased by 300 million, while the arable land decreased by 8 million mu
 every year.  In this case the very fact that China had managed to feed 22 percent of world’s population with only 7 percent of world’s arable land is a great achievement.  In 1976, China’s food production per mu was 491 jin
, while the U.S.’s was 417 jin, Canada’s was 303 jin, France’s was 452 jin, Italy’s was 434 jin.  They were all lower than China’s, which was only lower than Japan’s, which was 788.6 jin, No.1 in the world.


Among China’s 1.5 billion mu of arable land, 1.1 billion mu grew food crops, and among the 1.1 billion mu, 500 million mu were marginal land that would not have been cultivated in other countries, including 50 million mu of salinized land, 80 million mu of waterlogged lowland, and 300 million mu of hillside lean land.  Japan’s 788.6 jin was achieved on 44.4 million mu of arable land.  In the same year in China, there were 197 counties, with a total of 68.6 million mu of arable land, that had achieved more than 1,000 jin of food production per mu.  In this respect, China’s cooperative agriculture was not inferior to the agriculture of any other country (Fang Yuan, 52).   


To know whether a kind of relations of production is more advanced or not, we must see not only whether it has brought about quantitative growth of production in the short-period, but more importantly whether it allows the development of qualitatively more advanced productive forces.  Despite the great cost and excesses of the bureaucratic agricultural collectivization, it nonetheless went beyond the narrow limit of the petty peasant economy and brought about fundamental transformation of the Chinese agriculture. 


According to Meng Fanqi (one of the few official agricultural economists who have some sympathy towards the cooperative agriculture), it was in the period between 1958 and 1978 that the Chinese agriculture “entered the stage of being transformed into the modern agriculture.”  It was in this period that the infrastructure and the technological conditions of the Chinese agriculture had experienced unprecedented development:

(1)Substantial progress had been made in agricultural mechanization.  From 1958-1978 the total power of agricultural machinery equipments had increased at an average annual rate of 24.34 percent.  (2)The major rivers were brought under control.  Large-area irrigation networks, well irrigation, machine irrigation, and electronic irrigation were developed.  From 1952-1971 irrigated area increased form 20 percent to 78 percent of the total area of arable land.  And as a result, multiple crop index increased from 130 to 185.

(3)Many good varieties of crops were bred and propagated in large area.  A large and complete system to propagate agriculture science and technologies had been established.

According to some western experts who visited China at that time:

[I]t was the firm view of peasants that without this new form of extensive farming [communes] they could never have dealt with the exigencies of the natural disasters (Stavrianos, 607).

Today the Chinese agriculture is much less influenced by the climate than in the past.  This is not because the central government has made large investment in large-scale water conservancy projects and irrigation works, but a result of the many small works built by communes by mobilizing surplus labor force in the idle season of agricultural production (Wilber, 332).     


Without the construction of infrastructure and the great progress of agricultural technologies under the cooperative agriculture, there would never have been the “agricultural miracle” in the “reform” period.


By late 1970s some successful cooperatives began to embark on the way of agricultural modernization.  When Hinton went back to Long Bow village in Shanxi province in 1978, he found:

In 1978, Long Bow villagers had begun the mechanization of almost 200 acres of corn with a collection of scrounged, tinkered, and homemade equipment that did everything from spreading manure to tilling land, planting seed, killing weeds, picking ears, drying kernels, and augering the kernels into storage.  The twelve members of the machinery team multiplied labor productivity by a factor of fifteen while cutting the cost of raising grain almost in half (Hinton, 1990, 15).

Back to the Petty Peasant Economy

In the former Soviet Union and Eastern Europe, the collective agriculture was largely built upon modern agricultural technologies and was apparently superior to the petty peasant economy.  Therefore, in these countries, the agricultural privatization was firmly opposed by the peasants and agricultural workers.


On the other hand, when the Deng Xiaoping regime began the economic “reform,” the Chinese agriculture remained by and large a pre-modern sector.  Given the prevailing pre-modern agricultural technological conditions, and given the consolidation of the rule of the bureaucratic class and the impossibility for working people to exercise control over production, de facto privatization became the only solution to China’s agricultural problems.  


Unlike in the former Soviet Union and Eastern Europe, in China the agricultural privatization was to some extent welcomed by the peasants.  But this fact would not change the fundamental nature of the entire “reform.”  For as a result of the “reform,” the Chinese agriculture was back to the petty peasant economy, the nature and the tendency of development of which, being a backward, pre-modern economic sector, were not determined by itself, but subject to the nature and the tendency of development of the modern economic sector.  In this case, it was the urban “reform” or the industrial “reform” that would determine the fundamental nature of the entire “reform” and consequently the long-term conditions of life (distinguished from the initial and immediate results of the agricultural “reform”) of the peasants.

The Petty Peasant Economy and Agricultural Stagnation

The performance of the Chinese agriculture was indeed great in the first few years of the agricultural “reform.”  From 1978-1984, China’s total agricultural product increased at an average annual rate of 7.6 percent, and the food production increased at an average annual rate of 5.0 percent.  By 1984 per capita food production reached the record level of 390 kilograms, approaching the world average level, and the long-term food shortage was substantially alleviated (Feng Haifa, 115, 119).   
In the opinion of the official scholars, the “unusual growth” of the Chinese agriculture was mainly a result of the “reform.”  “The agricultural reform had made substantial contribution to the growth of (agricultural) output from 1978-1984.  The change of productivity due to various kinds of reform contributed to 48.64 percent of the growth of output (Lin Yifu, 95).”


According to the official scholars, the initial success of the agricultural “reform” demonstrates:

Family farming is the most appropriate form of operation in agriculture which does not have significant economy of scale . . . (Under family farming,) the labor force is mainly composed of the members of a family, land and capital are allocated within the scope of a family, and direct producers are also operators.  This is the typical level of property operation in agriculture.  At this level of property operation, great economic efficiency can be achieved in agriculture.

For the official scholars, “family farming” appears to be the perfect example of “unambiguous property.”  Their worship of “family farming” has become so absolute and blind, that they simply deny there is economy of scale in agriculture:

In agriculture, land is divisible, various flowing inputs like fertilizers, pesticides, and seeds are divisible, and even tractors are divisible in the sense that we can produce tractors with small-size and smaller horse power . . . Therefore, in agriculture, the factors of production are not really indivisible, and there is not significant economy of scale (Cai Fang, 97, 101, 108). 

The official scholars forget to mention that to make tractors more “divisible,” the cost of production (relative to productive capability) has to be increased.


The official scholars refer to the experience of Japan and Taiwan where agricultural modernization is said to have been achieved on the basis of family farming.  But in fact, the experience of Japan and Taiwan is more an evidence of the failure of family farming, despite using some modern technologies, than that of  its success.  The Japanese and Taiwanese agriculture are so inefficient that they cannot survive without enormous government subsidies.  In Taiwan, before 1970 95 percent of agricultural products were self-sufficient.  After 1970 the self-sufficient ratio dropped to 90 percent.  The Japanese government spends 1,000 billion Yen to subsidize the rice production every year.  However, this cannot prevent the self-sufficiency ratio of agricultural products from dropping from 87 percent in 1955 to 72 percent in 1980 (Fang Yuan, 68; Meng Fanqi, 69) 


According to Meng Fanqi (57):

If we fail to choose the proper form of operation in agriculture, given the ability of the small-scale operation to accommodate certain factors of production and technologies, even with very high level of economic development, it is very difficult to adopt advanced means of production to realize the optimized composition of factors of production, and to achieve the corresponding technical efficiency and economy of scale.  Given the opportunity cost of live labor . . . the total cost of operation per mu decreases with the growth of the scale of operation.  The two are significantly negatively correlated.  In essence it reflects the increasing optimization of the composition of factors of production as a result of the constant upgrading of the means of production.

Therefore, there is significant economy of scale in agriculture, like in other economic sectors.  The petty peasant economy, rather than being “a level of property operation” where “great economic efficiency can be achieved in agriculture,” is subject to great limitations, and unable to “realize the optimal composition of factors of production, and achieve the corresponding technical efficiency and economy of scale.”


We need to make some detail analysis of the reasons for the “unusual growth” of agriculture between 1978-1984, to see whether and to what extent the “reform” had contributed to the agricultural growth in these years.  Without nation-wide materials, we will mainly rely upon some case studies.


Fengyang county, Anhui province, is among the counties that first adopted the family contract system (Bao Chan Dao Hu).  In 1977 the total food production of Fengyang county was 182.9 thousand tons, the highest in the pre-reform years.  In 1979 Fengyang county adopted the group contract system (Bao Chan Dao Zu), and the food production in that year was 223.5 thousand tons.  In 1980 Fengyang county adopted the family contract system and the food production was increased to 255 thousand tons.   

During each crop season after 1979 the peasants got up earlier, worked harder, stayed longer in the fields than before and they accomplished each day much more than they ever had since pooling their land in 1956 . . . “In our cooperative days,” said Yang Chiangli, “we used to work all day, every day, year-in and year-out, but we got almost nothing done--work a little, take a break, work a little more, take another break.  We felt harassed and we produced very little.  What we were doing look like work but in fact we were stalling around.  Now we make every minute count.  Our labor produces results.  We earn a good living and we have time on our hands, lots of time (Hinton, 1990, 53).”

Thus, the family contract system did have released the productive initiatives of peasants.  But to achieve a high level of production, it requires not only certain level of initiatives of producers, but also certain material conditions.  The most important crop of Fengyang county was rice.  Rice requires water.  About half of the water came from the large-scale irrigation works built by the mass movement of 1950s.  If there had not been these irrigation works, the rice field would not have been irrigated, nor could the new hybrid seed, which had played a crucial role in the increase of the food production, have been used (Hinton, 1990, 58).


The case of Fengyang county represents to a large extent the general conditions in the country.  Most of the water conservancy works in the country were built under the cooperative agriculture.  Without the large-scale capital accumulation and the construction of infrastructure under the cooperative agriculture, it is absolutely impossible for the Chinese agriculture in the initial years of the “reform” to have anything like the “unusual growth.”  As a result of the “reform,” peasants were better motivated for production, and the productive potential of the infrastructure built under the cooperative agriculture could be fully released.  In this sense, the “unusual growth,” rather than being the evidence of the efficiency of family farming, was indeed a proof of the superiority of the cooperative agriculture.  If the “unusual growth” was actually a result of the large-scale capital accumulation and the construction of infrastructure under the cooperative agriculture, for the momentum of agricultural growth to be sustained, there must be new large-scale capital accumulation and construction of infrastructure.  However, as a result of the “reform,” the Chinese agriculture was back to the petty peasant economy, which not only cannot make any further large-scale capital accumulation and construction of infrastructure, but actually leads to regression of China’s agricultural productive forces (see TABLE 3.1).     

TABLE 3.1

Regression of China’s Agricultural Productive Forces in the “Reform” Period

------------------------------------------------------------------------------------------------------------------







1979



1987

------------------------------------------------------------------------------------------------------------------

1,000,000 hectare

Areas Under Irrigation                                 45.003                                    44.403                           Areas Under Mechanized Irrigation             25.321                                    24.825         

Areas Under Mechanized Ploughing            42.219                                    38.393

------------------------------------------------------------------------------------------------------------------

Source: Liu, 1988, 38.


Since the liquidation of the cooperatives, construction of water conservancy works has almost ceased completely.  The agricultural technology-propagating system has no way to deal with the millions of small-scale, individually operating family farms.  And the petty peasant economy, with its tendency of self-sufficiency, does not have a strong demand for new technologies.  In this case, the agricultural technology-propagating system is paralyzed, the propagation networks have been broken, and the technicians and workers are left idle (Meng Fanqi, 57).


On the other hand, according to William Hinton, “The reforms dealt mechanization a staggering blow.”  In Long Bow village, Shanxi province, under the cooperative agriculture, the villagers had made substantial progress in agricultural mechanization in the late 1970s.

But when the reform, offering subsistence plots to all and contract parcels to the land hungry, broke the fields into myriad small pieces, comprehensive mechanization gave way perforce to intermittent plowing and planting.  This left the peasants no alternative but to abandon most of their advanced equipment and reactivate their hoes.  When the bank asked for its loan money back the village head said “take the machinery.”  But the bank never found a buyer, so to this day the manure spreaders, the smoothing harrows, the sprayers, the sprinkle irrigation sets, the corn pickers, and the grain dryers lie rusting in the machinery yard, mute testimony to a bygone--or is it a bypassed?--era (Hinton, 1990, 15).

Of the 10,000 villages in Heilongjiang, only 181 retained collective control over machinery, that is, collective ownership and management.  Twenty percent contracted their machinery to private operators and the rest, over 80 percent sold the machinery outright at sacrifice prices to those with an inside track--such as brigade leaders, their relatives, and friends.  On the average the machinery brought only about one-third of its original price.  If one assumes that depreciation had already exhausted a third of the value then the machinery sold at half price.  However you figure it, it was a great rip-off of collective wealth, a major giveaway, and those who bought the machinery, having got it at such cheap prices, were often unprepared to pay for major repairs when the time came for that.  They used the machinery, mainly tractors, plows, and a few combines, until the time came for repairs, then they abandoned it.

After reform most machinery did only a portion of the work it had done before.  In almost every case the sales broke up implement sets so that the new owners could not contract any whole job, any whole crop sequence.  One operator could plow for a peasant producer, another could harrow or plant, still a third might harvest, but no operator brought a complete set of crop production equipment.  Thus utilization fell off sharply (Hinton, 1990, 103-104).


On the other hand, with land contracted to families, and with continuous growth of the rural population, the arable land tends to be unlimitedly divided into increasingly smaller pieces.  In 1986 the arable land per rural family in the country was 9.2 mu, and in average every family had 8.49 pieces of land.  That means in average every piece of land was only 1.02 mu, or 14.23 percent of the arable land per rural family of some selected Asian and African countries in 1960 (Cai Fang, 99, 102).  And in 1991 the arable land per rural family in the country was 13 percent less than in 1986 (ZGNCJJ No.5 1993, 6).  The arable land has been divided into so small pieces, that even the rational operation of the traditional small-scale farming is impossible, not say anything about the large-scale operation of the modern agriculture.


The petty peasant economy is by nature a primitive, backward mode of production.  It can neither carry out large-scale capital accumulation and construction of infrastructure, not accommodate modern productive forces.  In the short run, by providing better motivations than the bureaucratic collective agriculture, it could bring about quantitative increase of agricultural production.  But the quantitative increase was based on the qualitatively more advanced productive forces created under the cooperative agriculture.  In the long run, the petty peasant economy will not only fail to create more advanced productive forces, but be unable to preserve the productive forces left over by the cooperative agriculture.  After the productive capability left over by the cooperative agriculture is exhausted, the Chinese agriculture will be irretrievably on the decline. 


 In 1985, China’s food production was 30 million tons less than in the last year.  From 1984-1993 the total food production increased at an average annual rate of only 1.3 percent, and per capita food production dropped from 390 kilograms to 380 kilograms (ZGNYJJTJZL 1991, 32-33; BJRB 7 February 1994).  The “unusual growth” is bygone, and the Chinese agriculture has entered long-term stagnation.

Capitalism and the Petty Peasant Economy

Unlike the capitalist exploitation of the working class, the capitalist exploitation of peasants, happens not in production but in circulation.


In a society where the capitalist relations of production dominate, but the petty peasant economy prevails in agriculture, there will be the price scissors between agricultural and industrial products.  That is, whenever there is exchange between agricultural and industrial products, the industrial sectors gains at the expense of the agricultural sector.  This is because the industrial products are produced by the capitalist sector and thus sold at prices reflecting their labor value and the agricultural products are produced by the petty peasants and thus can only sold at prices that cover the value of labor power rather than the labor value.  If the petty peasants’ income is higher  than their value of labor power, the labor force will flow from the capitalist sector into the agricultural sector, until the income of the petty peasants is lower than the value of labor power.  Thus, the peasants can never get the full labor value of their products.  Through the price scissors, the capitalist class can not only directly exploit the working class who does not own means of production, but also indirectly exploit the peasants who apparently own some means of production. 


But this mode of exploitation is in contradiction with the requirements of capitalist economic development.  First, capitalist economic development requires constant increase of agricultural labor productivity, which is in contradiction with the petty peasant economy which prevents the adoption of modern agricultural technologies and thus prevents the increase of agricultural labor productivity.


We use the following two formulas to represent the capitalist sector and the petty peasant agricultural sector:


p = pk + pk' +l


p' = wl'

where p is the price for a unit of capitalist product, k is the means of production produced by the capitalist sector and consumed to produce a unit of capitalist product, k' is the means of production produced by the agricultural sector and consumed to produce a unit of capitalist product, l is the amount of labor consumed to produce a unit of capitalist product, p' is the price for a unit of agricultural product, w is the nominal wage for a unit of labor, and l' is the amount of labor consumed to produce a unit of agricultural product.  Here for simplicity we assume that the production of agricultural goods does not consume any means of production.


If we use r to represent the profit rate of the capitalist sector, and u to represent one, then we have:
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If we assume w is constant, that is, constant rate of surplus value, since the labor productivity of the capitalist sector tends to grow much faster than that of the petty peasant agricultural sector, in the long run, with l approaching 0, l / l' will approach 0, and consequently u + r will approach one, that is, r will approach 0.


Therefore, in the long run, if the labor productivity of the agricultural sector grows much slower than the labor productivity of the capitalist sector, the profit rate of the capitalist sector will tend to decrease overtime.   This will seriously undermine the foundation of capitalist accumulation.


Secondly, the constant growth of the absolute need of capitalist economic development for agricultural products is in contradiction with the limited long-term supplying ability of the Chinese agriculture.


The petty peasant economy is a mode of production based on individual family and thus unable to carry out large-scale capital accumulation.  On the other hand, since the value of labor power determines the upper limit of the prices of agricultural products, the investment in agriculture is not profitable for capitalists.  Consequently “the state and collective investment . . . lean towards non-agricultural sectors.”  In 1979 the investment in agricultural capital construction accounted for 11.1 percent of the total state investment in capital construction.  In 1993 it dropped to 2.8 percent.  In 1990, the agricultural fixed investment accounted for 17 percent of the total fixed investment of “rural collectivities.”  In 1993 it accounted for only 6.9 percent. 

According to the calculation based on relevant materials, the share of the investment in agricultural infrastructure (in the total investment) has been lower than the optimal level for all previous periods.  The inadequate supply of capital has been a problem throughout the process of Chinese agricultural development (LUPISHU, 234).


While capitalist economic development requires unlimited growth of the consumption of natural resources, the capitalist economy cannot produce and reproduce natural resources.  Since the agricultural sector relies heavily upon natural conditions, capitalist economic development, by unlimitedly increasing the consumption of natural resources without reproducing these resources, undermines the foundation of agricultural production.  For example, as a result of the rapid growth of the capitalist economy, China suffers from continuous decrease of arable land.

While the rural enterprises have absorbed more than 90 million of surplus labor, they have occupied 100 million mu of arable land . . . In some more developed areas, the rural enterprises do not care about occupying large area of good arable land (Li Yining, etc., 164).

In the year of 1992 . . . more than 24 million mu of arable land, or about 2 percent of China’s total arable land, had been occupied to build or expand various “developing zone (CKXX 7 January 1993).


Thus, on the one hand, the agricultural investment has been for a long time and continue to be short of need, and on the other hand, the productive resources for agriculture, such as arable land, are constantly decreasing.  The long-term supplying ability of the Chinese agriculture is thus subject to insurmountable limits.


These contradictions certainly cannot be solved within the limit of the petty peasant economy.  Within the existing social system, the only solution to these contradictions is to transform the Chinese agriculture into a capitalist agriculture within an as short as possible period.  However, first, although as a result of the “reform,” the Chinese agriculture is back to the petty peasant economy and de facto private ownership of land has been established, the legal private ownership of land has not yet been established, nor does China now have the social conditions for the complete legal private ownership of land.  Secondly, even if the complete private ownership of land has been established, as the experience of Japan and Taiwan has shown, under the conditions of petty peasant economy, land will not be completely treated as capital that can be freely bought and sold, but for peasants, will also play the function of saving and insurance.  Even for those peasants who try to find a non-agricultural job, in most cases they prefer to leave the land idle rather than sell it.  In this case, the transfer and concentration of land can only proceed very slowly, constituting a serious obstacle to the development of the capitalist agriculture.

�	Chinese area  unit.  One mu is equal to 666.6 square meters.


�	Chinese weight unit.  One jin is equal to 0.5 kilogram.
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