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1. INTRODUCTION

In the modern history of -chm;, there  have -iiﬂwm_s
been soms handioraft and workshop sctivities run by
'md;iﬁr,idu:l farmers. Scsttered across ‘;mr vast  rursl
aress, these artiaana'cohiﬁitutéd‘ the hiatarical base
of rustic industry in<¢hins} After the foundation of the
People’s Republic of China in 1848, rustic industry entered
u development period. From 1858, when the people‘s comnunés
wers formed in rural areas, to the beginning of the 198@3s,
many industrial onterprises run by communez emerged on
the base of original rustic industry. Over this period,
& spate of papers which considered,  practically and
theorstically, various issues relating to the development °
of rustic industry were published in Begnzines and

newapAReTe .

At first, some articles used such teres ss “commune-
run industry” or "rustic (or rural) industry”". Later,
becauae thess industrisl enterprises were mainly run by
comzunes and brigades, the notion “comeune and brigede-
mn  industey” appesred. Up to the izte 1978s,
communes and brigades ran not only some industrial
snterprises, but also agricultural enterprises, ocommerce,

transport serviass, building and construction



’ontarpriiatw- eto. It was ocommidersd that ‘the nbtian"’
_ “comsune and brigade-run  industry” was unsble o
1nclnd¢w‘ all thdn@QAncﬁivitiehq Thﬁ:azatn;' the notion
"oonzhne rand~'Siigtd9-rﬁn§énﬁbrprisé“' 'uﬁs. adopted. This
was expeoted to bo @h1§;~to encompess ell kinds of
enterprises raﬁ1 brf,coﬁuunaﬁ mnﬁ;' brigades s mentioned
~above, besides iaduittit1~§ntttprilim'i@ﬁ~lndA?:nv1985)«

‘xsiﬁéa the  introduction - ef ths  produstion
~ responsibility system in rural China at the end of 1978,
more surplus lsbor and copital hlya,~pxigtéd in  the
countrysids. ‘Tho changen in‘ econonic conditions
require, economically, the mobility and the effective
recosbination of the production fgotors, such as  labor,
capitel snd technology, in a wider sconomic range of
sctivities. Thus, . gituation developed shere
multi-econonic elements, i.e., not only ocollective econcmy
but aleso individuals, ran enterprises (Wang 1888). All
thase enterprises are now claseified into the following five
cotegories: (1) Xisng-run enterprise; (2} Chun-run
enterprise (Xisng mnd Chun are now the two levels of root
adminisztrative and eooconomic orgenizations in the rural
sroas; before 1878, they were called posople’s comeune &nd
produotion brigade resy.otivsly); {3) Entorprises run
Jointly by somo farmers; (4) Enterprimes run Jointly
by various econoaic slements; and (3) Enterprises
run by individuals. It is obvious that the notion

“corguns and brigade-run enterprise” is not en adegquate name



for these various enterprises. Hence, in March of 1884, =ll

these onterpciser wers uniforaly nemed "townaship enterprise”
by virtus of & dycumont issued by the Central Committes of
the Communist Party of China (CPC) (Anon. 1688, p. £39).

: mounahipvanﬁcfmriln is thus mede up of the enterprises
run by the five types of economic  organizations o
ﬁitn#ntnz 1intud;abet; Township snterprise, generally
ieoﬁkint, - has its  own f"itnblcr orgenizstion,
aé:&pluca; '-pnaduﬁtiou facilities and workers. it
haaQ ite aﬁn~iﬁdepwndent<a§coantin¢*synton. obligation of
paying tax, and legal permonslity. It iz e relatively
steble entity.

The business venge of township enterprise involves
;p:iﬁu:y, -cnondary and tertiary industey. Henoce, township
enterprisze oconld be further broadly divided into th@
follawing ontegories: (1) township agrioultural
onterprise, (2) township industrial entorpriss, (3)
township building and comstruction enterprise, (4) township

transport enterprise and (5) township tertiary enterpriss.

Township entsrprise, in & short time, espscislly in
recent years, has developed vigorously. Up to the end of
1885, the total number of township enterprise units was
12,225 willion. The gross output produced by township
snterprise amounted to 273.23 billion yuan (BTEM 1888b, p.
8). Township enterprises are playing & more and more

significant role in promoting the prosperity of the rural



'mct‘i:iow, and ~‘£u mmm‘ the Vnocial and sconomic
érﬁirosn ‘of China. Therefors, —much stiention i
-aurrqht‘l:r being pald by Chinese authorities to the
divoippnﬁnt -Qf,tawnihip~ontarptia§; Inathin~tégpcr) efter
brief consideration of the formstion and div,lo;utn%_~pt,'
township enterprise, it;iskinﬁﬁﬁéed,tu oxsmins why tnwuﬁhip
wntoxpriu¢,‘nguiévd¢v¢lob v&gprquilyrin:xqrai thncffhnd to
appraise yihs possible role of tqlnship\ ant§t9§ilo, in",
promotiig the prosperity of i“iina‘s socisty and economy. The
paper éanc!u&ag ~nith,§@gﬁancndu£i§n- end suggestions for

further derulzpment 9ﬁ‘$ﬁwﬂ-hir~ont@rprihq.

+
v

2. FORNATION AND DEVELOPHENT OF TOWNSHIP ENTERPRISE

In 1853, the movement for ejricultursl cooperation
began in rurel chinn. As thﬁ~n¢vwmtﬁ£'ﬂ@nt‘!urthax, mOT'S
than 18 =millien fsrmers, whoe produced handiorafts for
money in the ferming slack season, and the scattered rural
profeasionsl eraftsmen, Jeoined the cooperatives.
Through the sfforts of themse people, sone fara tool-making
and repair plants, farm product processing shops and the
like amppoared. According to statistics colilected it the
end of 1857, gross output by such enterprises amountsd to
2.3 billion Chinese yuan, After the establishment of the
people’s communes in 1858, CORBURE~-THN ontezrprise
expanded quickly. At the end of the aame year, the

gross oucput by communs-run eonterprice wam 6 billion



i w ‘!!w ﬂmﬂiﬂ:ﬁ mﬂﬁ m thnu zmtmgnn uunntod to :
G ‘;ﬁ"mmmm cam masu m aai)‘ e e

™ ﬂ*‘ mﬂy imﬂh ehint A mtfoud xx'ou mtuul e
e ‘di;!_tutw-, Mtioultunl ntoduotion . wam nnrdiy aet Bk
| ’Nbuek‘, *!or %tn punmu nﬁ w:[utuug and dwﬁmm‘, - i
Q¢¥$uu1tatml 9rédhation§'» the coycsnlcnt duetdgd -t&gt _;:.; g
‘u‘a?mwu and bxi;aﬁu uhouid not be cnonnrucd, to |
,antorpz;&an.  Thus, the davglovnnt of nautmo | am! o

'\uzumwmu nntorpxin uu digcontinued (wes hbh 1),

E)

after 1963. commanes and brigades onoe utin began %to 2

hsve s nusbsr of iaduttrinl entorprises. ‘Ihis was dons by
relying wmeinly on thome skilled sorkers transferzed to the

_countzyside from cities at the beginning of the 1083s.

After ontering the 1876s, ®o as to speed up agricultural
mochanization, the government enccuraged and supported

the ocommunes ond brigndes to run & number of

agricultural machinery workshops and farm mschine-msking
and ropair plante. These constituted a network across the
countryside and helped to epotablish the baszis of =«

machinory industry run by ocommunes gnd brigades,

Afterwards, aspisted by the contaots between the
sducated urban youth working in the countryside and their

parent/; working in the cities, and with the help of city

enterprises, communes and brigesdes began to rus many
enterprises. By so doing, <commune sand brigsde-run
enterprise gradually recoversd snd developed. However,

becavse of the freguent impamct coming from “leftist

S




‘i}mh 1 Basio Statistics of Tomnahip -
' R Enwwtim ;988 - ;‘a;ﬁs

THent :l!o,-« "ot }R:‘xwr#rhu “
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Gruu ontm:t
, (n 3 o

1909
1988

Bawcq. rho !ditarinl v))opart-:ng gi; Ghml

‘hblt 2 Basic ﬁutilticu of ’l‘m-&w ‘
Enterprise 1971 -~ 1976

Yoar

Gron Ontput Indnntrhl G:ou
{(m ﬁ) Gutpnt (¢ ] ﬁ)

1871 19208 7008
1872 12308 9400
1978 14108 16329
1974 16780 12900
1875 21300 18990
1076 27200 24330

-

Source: The Bditorial Departmrent of China
Adxiculture Yesrbook

€1888).



; _gompune aﬁd 'briéid¢45ﬁnfantqmvttﬁd~'diﬁxh.nuty‘
,“‘:daveae;« auiekly, The gross output shows oniy s
' gmuxly average inoxouca'ﬁt ntVqul billicn yuen (sae Table .

‘kutwnwntn? g

Att¢x~tha Third 91&nn¢r 5¢ition‘ot the li&vonth contrax

| Comsittes of the CEC held in Dacesbor 1978, the thul_ i

‘ c::«mltm of eh- SPC, An iu decinion:

- : ; B L83810 1ol A fff‘;m nadc ih olesr
'thlt :urg1~china hud to take the roaﬁ of ocomprehensive

&nvtlppgaﬁﬁ of txricnztnrn; industry, and commerce. It mam
also pointed out thet, in order to construct emsll towns
in rural ereas, commune end brigade-run enterpuise
nesded to be expanded. Later, the Central Coamittss of the
CPC and the St:tof1conn¢11 issued s series of docurents
#uiding thn~dhvolopnont,nti township enterprize (as ths
comgune and brigade-run enterprise was renamed in 1284 84).
These dcovments sffirmed the stetus and role of township
enterprise in developing the national economy. Subsequently,
a series of meapures supporting the developsent of
township enterprise was wdopted, including the
esteblishment of the Buremu of Township BEntorprise
Hansgement (BTEM) headguartered in Bsijing (BTEM 18868a, p.
322). Thereafter, towmnship enterprise sntered & new period
of quick development. The basic situation of the
development of township enterprise in Chine from  1878-1885
is presented in Tables 3 and 4.
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. Fom Teblo 3, it osn bo sesn that as o result of
. governient encouragowent to farmers to run enterprimes,

_ espeoinlly on sn individual basis, since 1884, the number

 of township enterpriwe units inoressed dramatically. By the
kyﬂﬁ@‘~h. 1985, thers were 12.22 million, Of thems, the
 enterprises run by (1) Ximug numbered @.42 million; by (2)
wn, 1.15 million; by (3) paqncpic'bloqi\or~gtaup§;-!oruad

by "liznérn, 1.12 million; by (4) economic bloss or

'4grou§ui fotnéd;‘br different economic elements, ©.28

million; and by (5) individusls, 9.25 wmilifon. The
: sn@czyrﬁinu, run by 4individuals mocounted for the major

nusber.

Dus to the rapid inorease in the units® number =nd
quick develtpment of township enterprise, its strength wae
conseqguently megnified, and its output of produocts inoroased
(see Tables 3 and 4). Table 4 indicates that the output of

poet of the masin products has been ever-increasing.

3. CAUSES OF DEVELOPHENT OF TOWNSHIP ENTERPRISE
3.1 Separstion bstween Urban and Rural Economic Systess

Aftar the foundation of Hew China, China followed
Soviet Russisn sconomic development patterns for nearly 38
yeara, It ocan be sesn ~ from Stalin’s expositions on the

prics scismsors in the exchange of industriml products for

18
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My ﬂﬁ%ienltur&iVQnﬂdncma - Mhat, 56 to 60 ye;rg.nno, tha sowict«_;'
vtawarnndnt oqtubl@ahqd an qoanon&a devalopment pattotn auch_A

'nuqfintnntionglly,taapixk agriculture Zor the dovalopnan§~ of

state-owied urban induetry in the fPirst instance, Tﬁé
intention was to follow ﬁhiaxphamanhy drawing lsbor from

ggrioulture into industry ae industrirl labor needs
incremsed. As &  result, zgriculture would be forcsd to
beoons lesz lqbeé'intanéivy end would be given technical and
finsnoinl assistano. by the then developad ﬁtbun

inGustries. Rurai asvelopment would thus, it was thought,
| sventually ocateh up iith urban development. This paper will
net~é1scuﬂm what the Soviet farmers gained or lost from this
devolopment peattern. Howsver, in terms of its aims, it hass
had some success since the beginning of ths 186@s insofar as
the Soviet rural lsbor foroe has decreased from 42 percent
in 1868 to 14 percent ir 1882 (Chen 1985).

Although Chines followed the Soviet economic growth
pattern, she did not schieve the same success am the Soviet
Union im changing the structure of the labor force and
population distribution. This resulted from meny causes, an
important cne of which was undoubtedly the fact that China

hed a ouch larger rurel population than Sovist Union.

Becaume of China’s huge rural population, if the Sovist
stratogy o develop state industry first and then to develop
agriculturse wams to be effective in China, the rnecegsary

finance (which would have had to be drawn from state

11




'f [;E$ndun§ry)- w@uld huVofbeen hgxa Bawevet, due ta the~ Icaarff:ﬂ;fu
. ?f7£nduatn1:1 1nvautnont xeturn annned/ by Ghinﬂ,: uriginulliffﬂ"

|  6°°n°'£° "’b"' 5"1? 5 littia fintncc vas tvnilabla !raur L

© the developnant of eity 1nduﬂt:¥ to support aﬁ:ioulturo o

»,the davelopnbnt of urban induntry nas vary 1inited. Tho‘

 following two canseq~nixht explain whv thia wna so, nt Ianst
to mome degres. Firstly, the 1nt¢naity of capitnl fe:mutiOn  '
in China’s industrisl ssotors in the 195ds and 19635 waaj:

much higher than that of the now—davolopad Westorn oountrion
at the time of their indumtrial ravolutions. Thus L
industrisl technology has developed gquickly in China and
epployment opportunities provided by the development of the
industrial sector have not been as hish-au that created ‘by'
the industrial sector in the Eurcpean induutrial revolution
which was wmore labor intemsive, Furthermore, as the
intensity qf'oﬁpital~usinﬂ tachniques rose, the labor force
neednd per unit of capital wae reducing. Secondly, in many
oitiss in China, the rate of natural increase in population
was high., The industriel ressrzve army in urbsn areas was
very abundant. So much was this so that ths development of
urban industry failsd to meet ths reguirements for increased
employasnt of city residents, let alone to absorb the rural

labor surplus.

Az @& result, in the process of aconomic development,
not only did China follow the growth pattern of separating

industrial and agriocultural development, but alsmo she had to

12



: {instituta-‘nauaﬂzas fbr acpnratins urben tron" :uril’¥t#essfl_ i

;  fﬂhioh wors much norcAatriot thnn thone espluyed, hy ‘the

'243 soviet 5overnnant. This waz to prevent larso ﬂulb°!' °ff} -

,farnﬁra . thoir fanily nonbers from entnrinc the cities an& i

e to ensure that availeble enplavmout vent to city :asidonta

‘in order to maintsin their incoaw 2t ® reasonable 10?.1 In

oonaequonca, quite separate urbey end rural enononiu svstana

‘dnvelavad in China. Reflecting this, beginning in the early .

Issﬂq, econosic exchange bstween rural and urban areas was
largely severed. Because a strict houuohold-rﬁzinten eyatea
was innlunontad, there was no pomsibility for those farmera
who shifted from agricultural production to enter the wurban
sconoric system. Almo, because strict cepital controls were
instituted between the city and the countryaidgg it was
nearly imposmible for surplus ocepital scocumulated in
agriculture to enter the urban economic system in order to
find investment opportunitios where the economic return was
relatively high. This surplus cspital could only bs used
inaide the zgricultursl sector (Zheng et al. 1887). However,
the large difference in returns between capital investsd in
the agricultural and the industrial sectors, and the great
disparity 4in income between farmers and city workers,
strongly motivated farmers to start industrial enterprises
in pursl =aress. Thess suterprizes, eallsd township
enterprisea, became an attractive way for farmers to realice
their wishes. PFurthermors, it was a very effective and
important way to reorganize rural production structures

under the condition of rural and urban sepsration.

13



v It can be né&n, thgroforo, that the osar:ance of
~_tqanuhip nntarpriaos in rural china resuxtad Iron the hith1y7'

ﬁ:lapurtto nntu:q of thﬁ urhan and iutal soononic ﬁyﬂtﬁll and

o dp particuiax tral the ndniniutrative navaranca 6? tﬁetor"
markets batuaan the urban and xural azeun- Stntinﬁinuﬂ"
indioate thut, durihg thafrirnt chinana fivo+year plink
(1853~185?). rural ‘industry did. not,dovelaa quiokly ‘beﬁ&uael;,‘

' :'tha nuvaranae was not #o atranz Even in Jianx-u ﬁrovinou, ,
wmtro tawﬁ:hip entorpriaa ia noW ®ore devaloped thtny
'»_nnyuhora elne, nurnl<1nduutry did not inczaxna bue daglinad ;
somewhat during thltrpcriod, After 1058, as the rurul, z=nd

urbﬁn economic separation was better enforsed and

systematized, townshipf enterprise began to develop (Du
1887).

It should be pointed out, however, that further

development of tiownship enterprime in the 1long run
necessarily requires an end to urban and rural separation in
order to allow the eguilibrating movement of resocurces on a
rational besis and to give squal opportunity for economic

development in both rural and urban aress.

3.2 Pressure for Movement of Surplus Farm Lebor into HNon-

farming Rural Sectors
A8 the Chiness rural population and agriculturzl lasbor
forces increased, the arsbls land per rural ladborer decressed

graduglly. It is essy to understend that, in asuch a

i4




traditional rural economy besed only on sgriculture, the

potential for incresss in 1lsbor preductivity and land
productivity is not unlimited under given technology. Under
such circumstances, the farmers suffored from
undersmployment ams too nuﬂvflabo:o:s‘werp‘croudbdﬁvnto-'ths
limited arable land. Therofore, new patterna of rurel
soonomic development were nmﬁé urgently in order %o
provide this surplue lebor with employmeni. opportunities.
The developmeint of tomnship enterprise was tyh-v response of
farmers in rﬁri1 6hinuw'Qanorally‘npaakini@‘tht #xtent  of
townshib» enterprise in diffsrent areas is inversely
proportional to the arac of farmland per person and is
directly relsted to the surplus lsbor fores in  the
traditional =sgriocultural ihatc‘m. fri‘nia; to asome degres,
explaing the economic k@zoc‘a‘m of the d’avo’lobn‘eﬁt :o,r: t’onnn’hi# ‘
enterprise (see Table 5). The most basic economic function
of township enterprises is to provide bnbicvlcnt
cpportunities for surplus farm labor. It ahouidv be
recognized that this is the =nly way to solve ths employment

problem inside the separzted rural economic system.
3.3 Need for Diversification of MHarlet Demand

Chine is & oountry with more than 52 significant
sinorities in addition to the mejority Han pecple who
constitute more than 99 percent of the population. The
cultures of the minorities and even within the Han majority

are quite diversified. Different cultural oustoms produce

15
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2. Figeres 1o celume {b) to (o) are sasple inference data.

3. The gecorel treoé cam be fowed. Secossy the dcvelopasnt of township extorprise is
dlse such relalid with the scenseic dovelopaant level and population domsity in
any pravisce, the relatioeship betwsen figurss in colusm (a) ané i colowss (b)
and (o) are st fully consistost s describad, Cravinces with ssre thas 2308
sillion ysem of grees extput by tamship saterprise sre sestly lecatsd in the
eastarn or olédle pert of Chisa, where the pravincis ace mire gopulens. Provisces
oith lese thee 2930 ailliee yaam of grues sutput &0 salaly lecated i the
westarn part of Chisg, which are now thewdht as relatively less~Sevelvged arvus
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= gg,m {;hﬂmzﬁ’ﬁe cnn:tuutq « xmn ‘market with diun&thdf ‘

’dn:uudl,<ll far‘un the cnr:ﬁnt indu-t:ial iqvﬁl in}chinn ﬂlé,
: nonmmcd. it in ii’ﬁcnlﬂ: for urban mductry to mest than o
diwuinod xmrdm ,»llw cml.:r wo chinq 8 mrﬂ lrou vut,k

dn for products, China's mtimrt’i; and wrban

hnt. fzh&; ln mm nry wuttnud botmm natutn

: «nngrwhisﬁ bnrriwa. !mmo, it is mich uon difﬂouit for»‘ o

?-,oitv untﬁrp:&shm~tc musb\fsstcrn daaandn for luull bttﬁhtu

of ﬁuhlr spscinnzcd prodﬁatu whicg; mm; the p:odnotion‘
~!£¢a%u:os of a‘snouiﬁda arex, nnd likawinn to provide npboiai“
;ﬁtniclen‘vtqrvdnilr«nng in uome aress or Yor 100;1 ainority
g:'wph; Neeting i:honapachxiua re o “ents provides a
Bﬁiﬂibilitf for different kinds of township enterprises to
Iﬁin 2 !écthu1d¢ In turn, ﬁha:t township enterprimes take
all opportunities they omn to provide products mesting
different apsocial needs. |

8.4 Koed for Improvement in the Industrisl System

Chine’s indumtrial system hee been graduslly
developed, with;~¢raut'o£tort. since 1848, It i not so
perfect; there are many gaps and chinke. What is needed at
this stage is a lot of medium and small-scale enterprises
to merve the larger enterzprisea, Psopie in the cities have
been trying to take this opportunity and meany people who had
i. Job have started small factories to process parts for
larger enterprismes. However, in many aspscts, these small

urban fasctories aere still not fully able to meot the
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< ‘roquirva&ntl. Similar nﬂdmun nnd unlllmaoulo cueexprilat or
gﬂa&&rim in :mm arens heve the advmtum of plentiful
by lthox' end  cheap nitn. lforﬁonr. some rural aress have
' mda‘.i sdvantages in terms of *taoauvhiou conditions,
',‘yfa;mmml semcurces, location sto. Thue, this alwo  provides

~ the preconditicne and possibilities for farmers to run
~ tomnship enterprises in the rural wreas.

In the Cforegoing digousaion, wome oauses for the
am'r'mmu of townahip Qntnmrigu wers «axpiwnﬁ. Tihin is,
however, & vitsl factor affeoting the strength of township
enterprises. This is ths :mx;w;ﬂntot.f ‘nthm\uh they have
strong demires to run their own entsrprises, it is wery
difficult or impossibie for farsers to reslize their desires
i# polioy doss not sllow them to operate non-farming
busineszes or if the tex burden is so5 heavy that 1little
ospital oan &e accumuleted in rursl sress. After the Third
Plenary Semsion of the Eleventh Central Committes of the
CPC in 1978, which resulted in the successful reform of the
rural economic cystem, the raising of asgricunltural product
prices, and the polioy of ensoursgsmont for farmers to run
their own enterprises, farmers have tsken advantage of the
favorable politiosl and economio conditicne to reslize their
wishes. Thum, farmers have gained the possibility of
developing and expanding township snterprises (szee Table 3).
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| 'f ' s m‘mxrmm nor.'x tm musm xmtam:s: m m:mxm |

aucm-mbm Bnmoe‘

. i1tho

,aocictv and Qccnonv 1u terems of the dovalnylsnt q: {t) :urai

society,  ecocnomy, « culturc , ~andi 1d¢010¢¥; (b)Y

industrislization;  and (o) the national ‘soonoay .

4.1 Developmsnt of Rural Soociety, Boonomy, Culture and
Ideclogy

The dtvwlopaant of townthip nntorpriao hus chancﬁd the

traditionnl rural econouio ntructurc and become un lmportent

contributos to the rural economy. The proportion of rursl

grose output attributed to;tovnlhip enterprise inorsased
from 26 percent in 1888 to 44 percent in 1888. Likewiss, the
proportion of rorel gross output from the sscondery and
tertiary industries of township enterprise inoreased {rom
25.8 percent in 1888 to 43 percent in 1885 (Ministry of
Agriculture, Animal Husbandry and Fishery (M_.AHF) snd State
Planning Commission (SPC) 188?, p. 168). Due to the

devslopmsnt of tounsrip enterprise, the traditional =xaral
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ﬁhﬁ mnw; ut tho dpulwmt ot %mnhip ‘
| 0&%&:9:&:& in :ﬁ:&l chinu iﬁ‘nnt 19&!, and. althnuﬁh it hg;‘
mfzcud from several ntbmkn dut to eoononia and political
nuuug-, the frot is thqt it is nou/ davolopins vizorpusxv,“
Iﬁpwiauy since 1979, practical sxperisnce hu shown  that
the development of tmphin enterpriss has plsyed an
inaartant rolo in»4ar¢nottn¢ the development of ehin& E-




: ‘ : ccomaic ahxzuatuu itwclv:lnx onl’iz» t&riﬁnum :h: \bcimii =
k ‘3ﬁ?brokqn. & nqn eaunania struoture invai#in‘ li‘niticanh'
w;induatry nnﬁ' ocnlcrna as wall ua‘ ;nrioulturn in boinn

. Af Orﬂeﬂ .

In thwir davelopncnt-ﬁ:ocesu, t@nalhip shtotpriia; 

huvu ptovidad léaatly inatnnaad ‘amounts of oapital for

' agrionltural sodernization  and foroefnllv \yroagtad¢~

, tho devclopaant of agriculturni produution‘} ~Btitik§§c:
iﬂﬁiﬁﬂﬁﬁ'thltr ﬂuxinx_ﬁhc-lixth;tivo-vaxr.plnm'(19&1&13@5).
towmship unto:prisq«aaépliod ggrioultural ,9rnduotion. §1th

sbout 1@ billion yuen, which wae threa times more than the -

investaent in agriculture, snimal husbandry znd fisheries
suppiied by the state (BTEN 1888a, p. 323). Bscaume of the
powerful financial support from township ansoxptiué,
sgricultural production conditions have besn greatly
improved. Therefore, in spite of circumstsnces whers the
farming Jlabor force decreased year by yesr, national
production of grein increased by 18.1 percent from 1881 to
1885. Likewis:. cotton production increased by 58 percent,

oilseed by over 120 porocent, and the production of other

sgricultural products also incressed by significant amounts
(BTRM 1688s, p. 323).

The development of township enterprise has opened up
an important workplace for sbsorbing surplus labor
- from the farming wmsector. In 1885, the number of people

engaged in township enterprise amounted to 88.78 million asms
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“7geonparad to za:za aillion in 1&73, on- uv«anc, n{;-; than
| five ntliivn xural 1nbnxo:a4 nurpluu  to iﬂ:iouiﬁurnl} :
| ‘:,_ttﬁuiquinti‘ wc;c oaplcyod in‘cownnhig tutorpri;@: evcny' ‘
“'*yqut batwocn i978 und 18685, Up to now, tonﬁahip dnecrbrilel' 3(
\khnvp sbaorbed one fifth ot th- rurnl labor foraq, which 1’,,

mbout 48 percent of the aurp}un rural labor force cawnx

- 1886a, p. 322).

The development of township enterprise has inc:&thn&

farmers® income and has become an important way for all
farmers to attain a higher standard of 1living. Fsrmers’
inoome has been greatly inoreased over a short period of
time. The people engaged in ioﬁnship~éntarp:ia§a get  wage
income, which is usualiy higher than that earned by farmers
working in the field. However. those farmers who do not work
in township enterprises cnn,nlnb'indi:octlxihqnalit from the
profits of township enterprises. By various mnechanisms,
tounship enterprises divide part of their profit with the
farm;rs who do not work .'n township enterprises. During the
sixth five-year-plan (1881 - 1885), the farmers reosived,
directly snd indirectly, about 168 billion yuan from
tomnship enterprises. On average, this was more than 188
yuan per rural person. Distributed income per capita in the
whole rural area was grsatly increased, with the income
regsived directly from townghip enterprises accounting for
54 peroent of this increass., In some counties and Zizng of
cosstal provinces, along with thres large citiea (Beijing,

Tianjing and Shanghai), more than 58 percent of farmers’
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fincouu cnaaAf:nn tonnship Qntttﬁtilﬁﬂx ?a: aoae«ut thc:, it
Tllﬂ s hish ;Q aﬂ-ar 9& ;azgenﬁ 4313& lﬂaea. wn 828)

Thh dctalopnont nf townuhip ontﬂrptito alao plqyl ¢7

| roio in promoting the growth of suall towns in upqrnoly ‘
wettled rurnl nrinn‘"Tha dovalapncnt ot‘tonnnhip onhorprine,
in & Xia

T ) ﬂhnn.givaa'nn inpatua to the dcvczop:ont of
zslqvant 1ndustrien tuch a8 t:gnnpartatian anﬂ nﬂrvicc ‘

fqaiiitiea stoc. Subsequently, the development . at ‘th{'

‘saonomy, and the cqna@nﬁiution»nf',thg~knnpnlgtion. bring
,iﬁéuﬁftha-davolcplnnz»or culture, education, healih mervices
“and so on. As all this in tup§rilpqnu&«cn~&r:ditioﬁtl rurel
markets, new sconomioc and cultural centers are fo:;ié snd
 new towns sppear. Official stetistics indloate that, dus to
the development of township enterprime, %he nnnbot‘otvsnalg
towns in rural Chinakincréacod by 159 percent between 1869
and 1985 (BTEM 1988m, p. 925). o

Kot only did the development of township enterprise
provide impetus for the growth of the rural economy, it
alao provided new ideologies. What i particularly worthy
of nention is the development of new ideologies amongst
farmers. Traditional ideologies with a history of several
thousand ysars are being revised. Today. the working style,
living satyle and social psychology are everchanging. Thus,
the feudal patriarchsl ideology which has dominated Chinese
people’s thinking and behavior for several thousands of
years is being modified. The traditional social perspscotive

is being replaced by more mnodern eccnomic ideologies.
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i}Ain tha lidﬂt cf in&ranninslv intense aonpoeition with its

‘7?a:nocint¢d. ziskﬂ; Al this is producing = vexy craat

| ,hativatinz torda rog the gocisty and economy of rursl Chinar
k to develop quiokly '

4.2 Developuent of Incdustrialization

SinccV their emergence, township enterprises in rural
China have contributed significantly to the establishment of
the industrial ruystais In faot, they hawve become &n
important and esmential component of the industrisl
system. Hany township enterprises have become important
suppliers to the large industrial plants in urban areas, or
have beocome an important 1link 4n the chein of Ilarge
industrial business groups. Host of these kinds of township
enterprises are an extwnsion of the industrisl ssotors
'handquartuxad in urban areas. The technologies wand
oquipnent employsd in these township enterprises are
genarally supplied by oity enterprises. Some of them are
engaged in subocontractor produotion or the preduction of
speres and parts for oity enterprises. According to
official statistics, sbout 58 percent of township machinery
enterprises surrounding the three big cities of Beijing,
TianJing and Shanghai and in the two provinces of Jiangsu
and Zhejiang serve large city enterprises (MAARF and SPC
198?, p. 157; BTEM 18882, p. 325).
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Tha devalopnsnt of townhhir antqrpriuo tt &lxa hiiﬁihﬂ‘ |

"f‘ta ehan:a the t:adihienal city-based Iooation pa%tera» i

s 5at induutry and halniug t¢ build<ug ' new.tyre ot utban-

| aru:al ralationahip. ﬁowadnyng township ontarpriaaa oan be
| .faund all 0ver the counhzy. By tnd Iurga, thera~ are .
::entorpriuea in avory~xinnﬁknnd evon? Chin (BTEH 1986@» p,'lv
'»lGEZ}. Thiu nakon it pasnihla to utilize. aftectival? ﬁnd

S reuuonab1¥1 ﬁiffexeut reaouroea in di!torant urn&a and o

‘ xaduae the wuubaﬁe a! Iiniﬁed reaonrcas. To ;tant desrow., _ ;;‘

this elso prometes the rationalization of indnstri;l Gt

location and accelerates the progress of industrializstion.

Not only is the development of township entersrime
éhggging and rat;enalizinafi&adiéional industrial ‘iésigign,v
but elso it is aoﬁdﬁéi¢é~tn sxtablishing & new kind,,oti"
urben-rural rel&tionﬁhﬁblvTownship‘mntéxpriQQ qftéotsAoitinﬁ; |
by way of the supply of all kinds of sé:vioes.'Tho influence
of oity enterprises on the countryside ocours by way of
coopsration wiﬁh townahip'ﬁnterprisﬁs in ﬁupplving capital,
equipient, and technolegy. Thus, the’ ntrioct ueparation
betwsen urban and rural markets is being broken and new
economic relations are developing rapidly between urban and
rural areas. This will help to form a new type of social and
sconomic relationship integrating urban and rural areas, and
between industry and agriculture. This integration will be

to the mutual banefit of both urban eand rural pecpls,
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Tha xclo playc& hy townﬂhig anﬁcrpgi:a in the chinola

1iaconony has been widely raco:nised, xn faot, it has bacouo

an intelrﬁli part ot the nntional economy. In 1985, the

ﬁ; cross ‘output of township enterprise esmounted to 273.2
billiew yuan, whinhﬂwga la.ﬁ-pazcent of the moaial gross
output; snd wes aqutialent'ts the entire socisl gross output
fn 1966. The gross output of township 1nduaﬁ§&ui
entorprises wss 162.7 billion yuan in 1985, which amounted
to 20 percent of the total zroa-k\outyut by Chinz’s
industrial enterprises. The output of mome products by
tawnﬁhip enterprises has amounted to a  zubstantial
proportion of nationsl output. For example, in 1885, cosl
output by township enterprises amounted to 28 percent of
nstional output, clothes about &8 poroént, and
construction materials over 50 percent (MAAHF and SPC 1887,
p. 157).

In recent years, township snterprise has ocontributed
significantly to fimcal revenuve while fiscal expenditure
of the government hee decreased in rural aress. During the
sixth five-year plan (1881 - 1535), the accumulated tax paid
by tho township enterprise was 36.8 billion yuan, with an
average annual growth rate of 36.8 percent. Of this, the tax
puid by the two levsels of township enterprises in Xiang and
Chun. amounted to 32.8 billion yuan or B9 percent of the
total tex peid by township enterpriszes (see Table 3). Thus
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the nnﬁﬁtibutioﬁ‘ 230#‘toln-hip éutsrprinb hmk.‘bﬁculo an

- important componsnt of government income.

As well, iGUnship:dntntﬂttéo:Jhtvp'bq:na-u:cnﬂﬁidﬂrgbla
‘pitt of expenditure in the rursl urcanwnhicha7§ﬁﬂula{ h;v-
been navéihd‘by‘ntatd finance. About 20 to 38 patoant of the
progit after tax of township enterprise was spent #n rural
culture, education, ssnitation, sports and other public’
‘waittrc-!etivi&icn.‘!nd‘aﬁlé‘on rural iduinintztciona (HAAHP
and SPC 1867, pp. 157-38; BTEN 1988s, p. 323).

The significant role of towneship enterprise has lLeen
sxplored in the Foregoing disoussion. It should be noted,
however, that this does not mean that townlhiP'OhtirPtitt is
necessarily bettsyr than the large urban snterprisey in all
sspeots. Undoubtedly, large enterprizes have their own
sdvantages, e.g., theorstically, they cen enjoy returns to
scele etc. But, under the ourrent 1level of industrial
management in China, Jlarge onterprises are not always
panaged =me officiently as most township enterprises. Kor,
due to difficulties of transport snd communication, do they
have the m=market asdvantasges often held by township

enterprises.

5. BXISTING PROBLENS AND RECOMNENDATIONS FOR SOLVING THESE
PROBLEHS

Township enterprise hes some notable achievements.

People have begun to recognize the significant rols played
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by township enterprise in promoting China’s social end
economioc developasnt (Chen 1885; Lu 1886; Du 1887; Zheng et

el, 1887). However, there sre still some problems and
diffionlties in the development of township enterprise which
need to be overcome us soon as possible. In 'Qn.flip the
equipment and technologies employed in township snterprises
sre relatively backward. The quality of scme products is not
alvays good. Some township nﬂtgipritc: lack management
capacity and genorste au unsatiufectory economic poturn. The
expansion ©f township onterprise in some regions is
ocourring  blindly due to lack of information.
Bnvironmental pollution caused by some township enterprises,
industrial aocoidents duo to lack of adequate mafety |
measures, and the low level of workers’ ckiils,-:ro also of
concern (Su 1887). The legal status of most township
entsrprises is obsmoure with the result that thoysuie likely
to have profits or property ssgueatered by othor agoncies
(Jiang 1988). Relevant measures should therefore be applied
to solve these problems end difficulties. Some

recomxendations and suggestions are given below.
5.1 Strengthen the Nacro Hanesgement of Township Enterprise
The mansgement departments at different levele (i.s.,
national, provinocial, city or county) should pay more
attention to strategic development planning of township

enterprise. They should work out practicable and feasible
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da&a&wﬁnt plans and strategiss to suit local conditions,
Theme management departments should also help towmship
enterprises to enhance their mansgement, to improve the

quality of thir products, and to raise their economic

return. For thn'dwolmmnﬁ ?of', township enterprise, the
state should mainly point ont the desired dirsotion of

development, make relevant policies to mm&c fairness of

Mo:mxit: and ensct necessary laws with the gzim of
providing general guidance for the development of township

entorprise rather than following a command policy of telling

townghip enterprises what should be produced or what should
not be produced. ' ‘

5.2 Hake Some Policies Supporting the Development
_of Township Enterprise

Regulations and scts relevant to the ndﬁvélopnont of
township enterprise should be promulgated. Some fundsmental

 policies on the development of township enterprise should be

fixed by law in order to ensure the legal rights of to. ~hip
enterprise. Tax policies should be worked out to suit the
different situations in order to support effectively those
desired enterprises which need support, especially the new
enterprises. Credit poliey should be in favor of those
enterprizes which plsy & wore significant role. All this
should be done, not to the extent of subsidizing township
enterprises, but to the oxtent of removing impediments still

renaining from China’s pre-1878 aconomic policy framework.
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& “wmn m:ﬁ:iscinm tomahip _intn;mnp, attention should
be paid to centralizing them in terss af;ccttioixa. ; u:mliw e
they could be relatively centrsiised in smsll towns. This

 would be cdnancivo to the cffioiﬁnt provision of ﬁ”" * o

~ transportstion, eoanunioqtion !aoilitios, product aalos and
raw nntarial :upply. The construction of infrastructure,
‘such as storage facilities, water supply and drainage will
bs facilitated. It wonld wlsc bs helpfal for the
construction of small towns themselves. Moreover, this
would slso be conducive to the management of township
| ont'cfrpri“- and to guiding i;tni development. *

The location snd develcpment of township enterprises
should be well coordinated with the loostion and development
of the nationazl industrial system. Township enterprimes
chould‘ho~dovolo§nd enthusiastiocally and energetically, but
with dﬁji‘. considerstion given for ldoal economic and social
conditions. In coastal and othsr developed aress, attention
should be mainly put to developing export products, goods
required by large urban enterprises, or goods which are
relatively atrongly demanded. Efforts should be wmuae .
improve product quality, to enhsnce the sfficiency and
effectivensss of enterprises, and to increass the economic

rate of return.
In those sareas where the development of township
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: mmrpriu hes been ronaomhly auoeuaful bnt nct as fast ag
mmd; sﬁtmtim should be given tq running tim axi-einu, g

mtv:v:iﬂia well, whilo Bt the same time Muﬁu now
enterprises for the pmawnmz ot uﬂculwul produnu &nd

~by-prodnotn. ax nn o tertiary industry. The ob:ionﬁn ‘
rahguld be to W £011 uss of local remource sdvmtasu when o
‘ dou:xoyma mm pzoducu and indmtrinm

5.4 Develop Horizontal Boonomic and "rocknicgi; Bzohange and

Cooperation among Township ’Iﬂnttraxi-u s

;xxporiﬁﬁm indicates that the development | of
horizontal economic end technicsl exchange snd ocogperation
among township enterprises is helpful to solve soms of the

problems and difficulties that they face. It ham become a

very effective way for expanding and strengthening the
township enterprise movement iteslf, snd for its further
dsvelopment (Anen. 1887; ¥Wang 1887). Therefors, govarnment
sdainistrative departaents should try to creats,
enthusiastioslly, all favorabls oonditions for township
entorprises”  horizontal cocperation. The restrictions
applied to contect betwseen different industries,
administrativs areas and enterpriss ownership ashould be
broken. All kinds of effective ways should be taken, on the
basis of sqQuity, to orgsnize and promote horizontel economic
and technical exchangs =nd ocoopersation asmong townshin

enterprises for the mutual benefit of all.
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aﬁ ummda tmtmlm and Pgmeﬁ ?mlmﬁml svra}zuw HE

Tnuhnalogingl innavutian ia; in & ﬂgﬂna. t koy !notor e
'~<in nhithtﬁ' tauunhip auﬁ.rprint aia ﬂtvwiop qniwhiy and
x‘hotlthi%r, It aﬁoald bs takan‘au ehs point of dtpnrtava for
‘teochnologicsl reform and dwaopnﬁnﬁ of towmahip smuzyeiu‘ :
that those tdahnaiélioa undqr connido:uticn hhould be ¢b10-~"

. to d-wlap thome producte in wttom ‘demand;

ta improve the quality of :p:odm:m.,
to save rhwfant@ﬁiuin, fuasl and energy;:

%

x

*

* to utilize rescurces stﬁcie‘nuy,

¥ to decrease onvimnmntal pauutiam
¥ to leassn the intensity of lsbor;

¥ %o iiﬁrovﬁ‘wariinsﬂcﬁnditianu;v.na'
*

to ensure szfe produotion.

The technological reform and development of tewnship
enterprices ﬁl!‘:hc undertaken in ocooperation with large
urban #ntoxprinan, inptitutes, universities and ocolleges.
Thie will assist technological transfer so that more
advanced eoiencs and technoclogies cén be introduced into
township enterprizes. For those township enterprises with =
sound basis, foreign advanced technologiez may algc be
~ introduced to equip the enterprimes for growth.
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5.8 Ilpmvt Internal Kansgoment of Township Enterprise

, , ?ownahip entgxpxinon nhnnld uake the inprovéﬁaht of
vruéucb\quality-n central task; zaisina-tho ooononio rate of

raturn as aa,entsrarinﬁ goal. whua, much uf!ort shomld he

dtvoted to inprowins internal scqnonia managenont ., Ralcvgnt
nanatouant gystens shoulﬁ be eut-blilhéd. Some basio ereap
of mansgement gsuch as tha«provisicn of btasio statistia:.
fsﬁdita,Vqtnndardiaationﬁ and quality control should also bs
establishsd as ioon‘ﬁs postiblax,Tcunship enterpriee should
try to practice overall quality control by establishing mn
inspection system at different levels of productien,

6. SUMHMARY

Without rural prosperity, Chine can not be prospercus.
Howaver, rursl prosperity tt:stly depends on the transition
of & considerable surplus rural lsbor force from farming
into non~farming activities. How can this surplus lsbor be
employed elffectively? It has been proved that it was
impomasible for a large number of Chineme farmers to enter
urban areas ss happened in Western countries at ths time of
their industrial revolutions. From the rapid development of
township onterprime, a way has veen fourd which will enable
surpius 1lsborers 1in the farming sector to be transferred
into non~farming activity while vemaining rursl based. That
is, the surplus labor foroe in the farming-ssctor ocan be

‘employed in non-farming msectors which are run by farmers
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© thomdslves inaide the rural srems, rather than this surplus
h'ﬁi@éﬁ::Qngé&%péﬁtihi;iﬁgéﬁﬁ:ban gtgﬁa.'Thi@ﬁij,tmén!cisl'}QGVf ‘
of reducing the mize of the agricultursl labor force whish
is different £rom that of wany other countries. Apperently,
for ﬁ.raounﬁr?*'ﬁith~n lnrgq’xnrgl fpagulaﬁiun, the5‘ﬁﬂeiﬂ<ﬁ
development of townmhip-‘enta:priéq not only provides.

employment opportunities for surplus rural labor end not
only provides & better way for ﬁéruor: to 1incresse ‘fh@ir
standard of living, but slso plays an important histofi#&l
role in promoting thw developmint of the national economy
and the wociety a2 & whole. Due to the development of
tawh-hip enterprise, tha‘-trxtqzin~phi:t of the agricultural
labor force into non-farming sectors will be conducive ¢to
forming a orisscross scolicec)onomie networlk of rural areas,
spall towns, snd mediuk and large cities. [Furthermore, it
%i-1 help to realize urban-rural market integration, and

help to bring about a prosperous society in China.

Townehip enterprisee are playing s mignificant role in
prowoting the development of the society =znd sconomy of
China. However, there exist soms problems and difficulties
in the development of township enterprime. These problems
and difficulties should be solved quickly to ensure the
hsulthy development of township enterprise and to enhance

its role in the process of China’s modernization.
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