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Abstract

As the tenure in office for Hu Jintao and Wen Jiabao draws to a dramatic close, the Communist Party of China’s official media organs will move to construct the official narrative of the Hu-Wen legacy.  These legacies are significant in that they distinguish each leader’s policies as both unique and as an extension of the guiding ideologies of their predecessors.  The development of a “Harmonious Society” not only became the official slogan of Hu and Wen’s populist ideology, but encompassed a broad set of policy initiatives aimed at alleviating social inequities which emerged as a result of China’s rapid economic development.  Central to the goal of creating a “Harmonious Society” is the enormous task of rural reform and development.  This paper offers an assessment of three pillars of rural reform: Tax and Fee Reform, the abolition of the Agriculture Tax, and land reform.  As the analysis reveals, the success of these initiatives was undermined by structural dynamics of central-local relations within China’s government.  

Introduction

Provided the leadership transition within the Chinese Communist Party (CCP) proceeds according to plan, the administration of Hu Jintao and Wen Jiabao is living out its last year in power.  As factions quietly jostle behind the scenes to secure the good graces of President Hu Jintao’s presumed successor, Xi Jinping, the CCP’s public face will remain unified and begin shaping the official narrative of Hu Jintao’s tenure in office.  Drawing on the historical resource of both imperial epochs and six decades of generational Party leadership, the Party will begin to consolidate and burnish President Hu’s historical record so that he may join the pantheon of great Chinese leaders.  

These legacies are significant in that they distinguish each leader’s policies as both unique and as an extension of the guiding ideologies of their predecessors.  For President Hu, the construction of a “Harmonious Society” has been the ideological hallmark and guiding socioeconomic policy of his administration.  As such, his legacy has been staked on an amorphous slogan which contains a variety of precisely defined policy initiatives that distinguish his populist brand of leadership from the elitist style of his predecessor, Jiang Zemin.  Of paramount importance to constructing a “Harmonious Society”, and to President Hu’s legacy, is the enormous task of rural reform.  As China grew rich under Deng Xiaoping and Jiang Zemin, it also grew unequal, to the extent that rural discontent had reached crisis levels when President Hu took the reins of power from Jiang Zemin nearly ten years ago.

In order to give rural Chinese a greater piece of the pie, President Hu put his imprimatur on three dramatic policy initiatives.  Firstly, regressive agricultural taxes and fees were reformed in 2002, followed by the abolition of the Agricultural Tax in 2006.  After fifty years of forsaking the countryside to finance urban-centric growth, these tax reforms were well-received by concerned intellectuals and farmers alike. In addition to the two measures of tax reform, land reforms granted farmers the right to lease and transfer their land.  In the analysis that follows, the impact of these reforms is measured in light of the significant political obstacles which hampered them from achieving their intended results.

Crisis in the Countryside: The Impetus of Land and Tax Reform


The policy change that brought food to the tables of rural Chinese was tersely expressed by an oft-quoted ditty in the 1970s: yao chi liang, zhao ziyang (if you want to eat, find Ziyang).  As party chief of Sichuan province, Zhao (a homonym for “to find”) shifted the emphasis from collective farming to the household responsibility system.  In so doing, Zhao Ziyang reversed three decades of agricultural policy that subverted the wellbeing of farmers to the capital requirements of Stalinist industrialization, a model of political economy that might best be conceptualized as an apparatus for converting rural grain into urban steel.  In his practical wisdom, Deng Xiaoping embraced the household responsibility system as national policy in 1978 (Li 2009, 3).  This was the genesis of Chinese economic reform, which brought a tremendous improvement in living standards to rural Chinese in its first decade of implementation.  Instead of having crop prices dictated by the Five-Year Plan, farmers were allowed to grow and sell crops as the market demanded, so long as they delivered their grain quotas to the state.  Collectives pooled limited assets to develop Town and Village Enterprises (TVEs), which specialized in the manufacture and export of consumer goods at prices that undercut global competitors by wide margins.  In what has been characterized as the most entrepreneurial of China’s three decades of reforms, rural household income in the 1980s grew 12.2 percent per annum (Huang 2008, 117).  The extraordinary success of the household responsibility system of agriculture and TVEs reduced the gap between urban and rural incomes from a ratio of 2.5:1 in 1978 to 1.8:1 only six years later (Li 2009, 3).  To borrow another phrase characteristic of pre-reform rural China, farmers were no longer “relying on heaven to eat” (kaotian chifan), but on themselves and market opportunities.


Three decades of economic growth rates in excess of 9 percent reduced the contemporary poverty rate in China to less than 2 percent (Li 2009, 3), making China a world leader in poverty alleviation during the past thirty years.  However, by the time Jiang Zemin stepped down, the aforementioned ratio of urban to rural incomes had risen to 3:1 (Li 2009, 3), reflecting a reorientation of economic policy preferences from rural to urban China during the interregnum between the early 1980s and the leadership transition.  During the Jiang Zemin – Zhu Rongji era, the average rate of economic growth in rural China was 4.7 percent, “a reduction by 35 percent compared with the rate during the second half of the 1980s” (Huang 2008, 117).  Under the fiscal reforms of 1994, which recentralized revenues in the hands of the central government, provinces began to pay more to Beijing than they were receiving in revenue transfers, which totaled 3% of GDP in the mid-1990s (Huang 2008, 117).  These transfers largely took the form of refunds, however, and played no redistributive role in evening the disparities between the provinces.  In some aspects, the technocratic rule of the 1990s succeeded in continuing China’s graceful transition from socialism by dismantling the industrial dinosaurs in the state sector and shoring up central government finances, which had sunk to an all-time low.  However, rural China fell off the development path for over a decade, as reflected in the above statistics.  The picture only becomes bleaker when social welfare indicators are taken into consideration, which reflect the divide between urban and rural China more accurately than measures of per-capita GDP, given the fact that the hukou system entitles urban residents to an exclusive set of jealously guarded welfare benefits, including health care and job security, that are unavailable in the countryside.  


Due to the recentralization of revenues in the hands of the central government, local governments ran on a fiscal shortfall throughout the 1990s, resulting in a collapse of the basic education system in rural China.  Long admired as one of the most educated countries in the developing world, China experienced an unprecedented reversal in literacy rates in the early 2000s, which can be attributed solely to the previous decade’s fiscal and educational crisis in rural areas.  In 2007, China Daily “reported that the number of illiterate adult Chinese increased by 30 million between 2000 and 2005”(Huang 2008, 244), implying that the number of illiterate Chinese had increased from 85.07 million in 2000 to 115.7 million five years later.  The same article adumbrates a list of troubling statistics, including the increase in adult literacy rates “from 6.72 percent in 2000 to 11.04 percent in 2005, an increase of 64.3 percent” (Huang 2008, 244).  With local government coffers drained by fiscal centralization, education ceased to be a public good, as private financing for primary school education accounted for 76 percent of the total costs by century’s end (Huang 2008, 276).  The increase in fees levied by cash-strapped local governments became known as the “peasant burden” (Hillman 2010, 2) and was viewed by some Chinese scholars and national leaders alike as the source of an imminent crisis in the countryside.  In a public condemnation of cadre malfeasance, Party elder Peng Zhen chastised officials for “driving the peasantry toward rebellion” and neglecting to “uphold mass autonomy” (O’Brien 1999, 168).  With the number of “mass incidents” up five-fold over the course of the 1990s (China Labor Statistical Yearbook, 2007) it was apparent to elders such as Peng Zhen and the much younger Hu Jintao alike that rampant local corruption and the “peasant burden” had lowered the Party’s esteem in the countryside, and that proactive measures were needed to reduce the tensions between state and society.


Soon after becoming the general secretary of the Chinese Communist Party, Hu Jintao proposed “that the CCP enhance its ‘governing capacity’ (zhizheng nengli)” (Li 2005, 1) in order to deal with serious social problems that threatened to derail the legitimacy of economic reform.  Drawing from the cultural resource of the ideal Confucian social contract, President Hu emphasized social fairness as the foundation for a “harmonious society”, a sloganeered term which suggests the twin obligations of the government to rule with integrity and the society to remain obedient.  In an “implicit rebuke to the style of Jiang Zemin, with his unrestrained celebration of elites, wealth, and fame,” Hu claimed that “China’s new priority is to achieve distributive justice throughout Chinese society” (Naughton 2008, 46).  Although President Hu would like to make “harmonious society” his personal legacy, he will nonetheless depend on his network of political allies for support, as Chinese leadership is no longer based on the rule of an autocrat such as Mao Zedong but forged by consensus building and “democratic centralism”.  In this case, Hu Jintao’s power derives from “his allegiance with the tuanpai, a coalition of former sent-down youths with backgrounds in the Communist Youth League” (Li 2005, 12).  Of the highest-ranking members of this coalition, over 80 percent have rural backgrounds and none have a history in banking, finance or trade (Li 2005, 13).  Hu’s choice to associate himself with political allies of humble backgrounds cements his reputation as a “populist”, in contrast to the “elitist” style and substance of Jiang Zemin.  By casting himself in a populist light and by declaring the “three-rural” problems (sannong wenti) to be China’s most imminent threat to social harmony, the success of the Hu administration will be assessed by the success or failure of three bold policies which address the socioeconomic crisis in China’s countryside: Tax-For-Fee Reform (TFR), the abolition of the Agriculture Tax, and Land Reform.

Reducing the Peasant Burden: Implementation of Land and Tax Reform

The primary source of the ever-rising “peasant burden” during the 1990s was the increase in fees levied by local governments in order to compensate for lost revenues in the wake of fiscal reforms.  Prior to the 1994 reforms, local governments used financial support from the center to augment their staffs and payrolls.  In the literature on fiscal federalism, this phenomenon is known as the “flypaper effect”, and tends to occur when transfers to local governments are not offset by equivalent reductions in taxation (Remmer 2004, 80).  When the reforms recentralized revenues and cut local governments off from what they had assumed would be a never-ending financial lifeline, they were left to rely on “local budget and extra-budgetary funds, such as local fees and apportionments to pay for local services” (Kennedy 2007, 46).  In the eyes of most rural residents, these fees were not used to fund schools and public works but for the payrolls of government staff that had grown disproportionately when transfers from the center were abundant.  These suspicions are verified by the dramatic increase in the number of officials on the government payroll throughout the 1990s and beyond.  According to “a researcher affiliated with the State Council, the number of officials on the government payroll was 46 million in 2004 (1 out of every 28 Chinese).  In the early 1990s, the number was around 20 million” (Huang 2008, 167).  Townships retained about 10 to 20 officials in the mid-1980s, but by 2004 “an average township had more than 100 officials” (Huang 2008, 167).  Confronted with underfunded social services and a bloated and overbearing local government, rural Chinese bridled at the imbalance between the lifestyles of local officials and the denuded social welfare landscape.  In recognition of this problem, the Hu administration proposed TFR with the aim of “streamlining local revenue collection and [establishing] a more efficient provision of services” (Kennedy 2007, 43).

Preliminary research in the wake of TFR suggests that the peasant burden was dramatically reduced.  At the national level, average burden reduction reached 45.8 percent after the reform’s extension in 2003, and surpassed 70 percent in counties where the government had been most predatory (Gobel 2011, 63).  Moreover, the reform’s secondary purpose of reducing local maladministration and bloated payrolls was accomplished, as the “limitation of local fees and levies forced local officials not only to cut the government payroll but also to accelerate the merger of rural governments” (Kennedy 2007, 57).  

TFR was a courteous indication from the leadership that the concerns of farmers were being taken seriously, but the policy might seem cosmetic and unworthy of the basis for a legacy when juxtaposed against the transformative reforms of Deng Xiaoping and Jiang Zemin.  The second stage of burden reduction, however, signaled that the Hu administration was dead serious about reducing the disparity between China’s winners and losers.  With the release of Central Document No. 1 (2004), the “burden was further reduced through the progressive abolition of Agricultural Taxes” (Li, Linda Chelan, 2007, 92).Official media outlets heralded the abolition of the agricultural tax as “a boon” and an "emancipation of mind for Chinese farmers who have lived under financial and psychological burdens for ages” (China Daily).  The relief of farmers from the burden of the Agriculture Tax was well received by both domestic and foreign intellectuals, as well, who observed that its abolition represented “[the first time] central government policy after 2003 began to systematically correct for past urban bias and tilt toward helping farmers” (Naughton 2007, 134), and that “in the long sweep of Chinese history, this was a rare, if not unprecedented, instance of rescinding any obligation of the farmers to the state” (Tao 2011, 675).  From the complete abolition of Agricultural Taxes to 2010, average per capita rural income maintained an 8.9 percent growth rate (China Daily).  By this criterion, the tax’s abolition yielded an unqualified benefit to rural Chinese.

This set of tax reforms reduced the financial burden of farmers to an all-time low and aligned national GDP growth rates with per capita rural income increases.  In contrast to the Jiang administration’s record on this front, the accomplishment is tremendous.  However, income is only one facet of wealth.  Home ownership has been the basis for wealth accumulation in the West (subprime mortgage crisis notwithstanding), and has been a boon for the creation of a Chinese middle class, as property-holding urban Chinese in the past twenty years have seen the values of their homes skyrocket (Economist).  By contrast, rural Chinese are not allowed to sell their land, as it belongs to the collective.  Collaboration between corrupt local officials and developing companies result in land grabs, in which farmers are poorly compensated for the value of the land.  Of the more than 100,000 annual “mass incidents” in China (Hudong), the 66.3 million farmers who lost their land as a result of land grabs (Li 2005, 15) constitute perhaps the largest constituency agitating for justice.  In order to eliminate the disparity between urban and rural property rights and to assuage the tensions between local cadres and the disgruntled dispossessed, a “landmark” land reform law was passed in 2008 under the title “Resolution of the CCP Central Committee on Some Major Issues in Rural Reform and Development” (Central Committee of the Chinese Communist Party).  The timing of the plenary session which passed the Resolution “coincided with the 30th anniversary of the previous land reform plan enacted by Deng Xiaoping” and with a visit from Hu Jintao to the tiny village of Xiaogang, Anhui, where “eighteen farmers risked their lives to sign a secret agreement which divided communally-owned farmland into individual pieces” (Guardian) in 1978, a contract which provided the catalyst for economic reforms.  These events were heralded by the official Chinese media as having “as far-reaching an impact on the transformation of the country’s socioeconomic landscape as the previous historical meeting 30 years ago” (Li 2009, 1).  By warranting farmers’ land-use rights and giving material incentives for various forms of transfer of such rights, the new policy marks “the beginning of a new and ambitious round of China’s rural reforms” (Li 2009, 2), according to the same official source.

If the criterion for assessing the success of these reforms is limited to a reduction in the overall peasant burden, then the reforms, and Hu Jintao’s legacy, are an unqualified success.  The problem with this approach is that it reduces multifaceted social problems to a single cause, attributing blame to bloated local governments and maladministration.  If this were the only problem facing rural Chinese, then “starving the beast” of local government would be a reasonable solution, so long as central transfers reached localities to finance education and social welfare.  As the following analysis reveals, this did not go according to plan, and the record of rural reform under the Hu administration becomes more complicated.

The Impact of Tax & Land Reforms on Local Governments


The paradox of the TFR and Agricultural Tax reforms is that their success in reducing the peasant burden exacerbated the crisis in governance at the local level.  The logic of the reforms was that transfer payments from the central government would compensate for lost revenue at the local level, while a system of inspections could hold cadres responsible for using the funds to provide social services.  As the experience of many poor township governments reveals, however, the loss of local revenues was never reimbursed through the transfer system and the provision of social services ranks near the bottom of township government priorities.  The predictable result was a “hollowing out” of township administration and a further deterioration of social welfare in rural China.


Despite the centralization of finances in the 1990s, the provision of social services in China remains highly decentralized.  The township authorities are responsible for one set of services, known in local government parlance as kuaikuai, and the county authorities manage another set of responsibilities termed tiaotiao.  Many services in rural China fall under the authority of both kuaikuai and tiaotiao, such as education and health care (Kennedy 2005, 4).  The relationship between kuaikuai and tiaotiao extends all the way up the latticework of Chinese bureaucracy, resulting in conflicting claims of authority and privilege.  This conflict becomes especially pronounced, however, when it intersects at the county-township level in the wake of TFR and the elimination of the Agricultural Tax, as the kuaikuai authorities at the township became entirely dependent upon the tiaotiao authorities for financing.  In a public statement which addressed this dilemma, Premier Wen Jiabao assured local authorities that “revenue decreases in local budgets incurred as a result of taxes reduced or exempted on agriculture and livestock will be offset principally by transfer payments from the central government” (China Daily). Despite the Premier’s promise to reimburse local governments, a passage from the supplementary document guiding the key issue of county-township fiscal relations illustrates the mixture of high demands, lofty expectations and vague instructions that beset the reforms from inception:

“Consider all factors while planning; appropriately address the imbalance in township finances [caizheng qingxie财政倾斜].  Adjust correctly the fiscal relations between county and township; sensibly reallocate county and township fiscal resources.  While ascertaining that the fiscal needs of the counties are met, take the utmost care to protect the fiscal interests of the townships and towns, and ensure the basic expenditures needed to keep township and town organization functioning are met.” (Gobel 2011, 68)

Without a clearly articulated revenue transfer-plan or a fundamental restructuring of the organizational relationships within the Chinese government, townships can only survive in two ways.  Firstly, the county can run the township through “county managed” (tiaotiao) offices, which means that the loss of township services is partially offset by tiaotiao authorities (Kennedy 2005, 22).  In the case of Shaanxi province, for example, the unintended consequence of TFR upon the capacity of kuaikuai offices is vividly illustrated in the following graph (Kennedy 2005, 51).

[image: image1.emf]
In this particular example, the hiring of teachers was a responsibility of tiaotiao authorities, whereas the maintenance of schools, the payment of teacher stipends for coal and food, and the construction of new schoolhouses was a kuaikuai responsibility.  TFR was implemented in 2002, with the schizophrenic effect of reducing the number of elementary school buildings in Shaanxi province by over 4000 units and the number of students in attendance by 24 percent while increasing the number of full-time teachers.  The impact of TFR on kuaikuai-financed rural healthcare was as dramatic as it was on rural education.  In the wake of TFR, the number of country doctors in Shaanxi province declined from 37,178 to 28,401, while the number of health workers declined from 25,365 to 2,813 (Kennedy 2007, 54).  The elimination of health care workers available in rural Shaanxi can be directly attributed to TFR, as their salaries were funded by kuaikuai offices.  These precipitous drops in education and healthcare availability illustrate the frustration that township governments face in relying upon county-level tiaotiao offices for financial support in the wake of TFR.

As an alternative means of managing fiscal shortfalls, counties may respond by merging poor townships with relatively wealthy towns, for which agricultural taxes were of less importance than taxes on business and industry.  In so doing, the county consolidates its administrative control over the towns and townships (towns are merely more populous than townships, but occupy the same rank on the governmental hierarchy), but can increase town expenditures “two-fold and dilute the current revenues and service provision” (Kennedy 2005, 23).  Either way, township governments are tasked with providing services that they are simply incapable of financing.

The financial problems faced by township governments in the wake of tax reform are compounded by the “political imperatives faced by township leaders” (Smith 2010, 602) which are hollowing out their level of government from above and below.  From below, township governments are being hollowed out by the demands of cash-starved village governments.  Following the abolition of agricultural taxes in 2006 and with the ranks of village cadres depleted by village amalgamations, township government workers are now undertaking tasks that were formerly shouldered by their subordinates at the village level.  The chart below depicts the assessment criteria for so-called “sent-down village cadres”.  As with the hollowing forces from above, career-minded township cadres have an incentive to implement the very policies that are most likely to aggravate tensions between state and society, namely family planning, and have no professional incentive to alleviate poverty.  
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From the perspective of township officials, three forces from above are hollowing out their administrations: the need to attract investment to compensate for lost revenue, the need to receive inspection teams from higher levels of government, and “soft centralization” of township bureaus, which are placed under county or provincial government control” (Smith 2010, 603).  Leaders make it clear that attracting investment is the surest way of being promoted within a system obsessed with outputs and quantifiable targets.  In one remote township in Anhui province, for example, 16 of the 55 township officials were members of the “investment working group” (Smith 2010, 604).  The township’s budget allocated “entertainment expenses” as the largest item of township government expenditure after salaries, and one researcher found that township leaders spent an” average of 100 to 150 days per year on reception activities (one spent 300 days)” (Smith 2010, 607).  Funds that could be used on providing social services are instead squandered on efforts to attract investment to agricultural backwaters with poor infrastructure, a lack of skills (partly because of underinvestment in education), and in locations far from market centers.

As the potential for local deviation from central orders has increased with China’s economic reforms, “the only viable control mechanism that the center is counting on is Party organization and discipline” (Yang, 61).  Unlike their counterparts in democratic societies, who are submitted to vertical, societal, and horizontal kinds of accountability (O’Donnell, 32), Chinese officials can only be held accountable by the authority emanating from higher levels of government.   Enforcement of Party discipline is quantified by means of the Cadre Responsibility System (ganbu gangwei mubiao guanli zerenzhi), which reminds township staff that their main duty is to carry out “key work” (O’Brien 1999, 174).  This system, along with the government’s power to hire, fire, and transfer employees, relies on top-down assessments rather than citizen audits for its results.  Since cadres are held accountable only to their superiors and the binding targets of the Cadre Responsibility System, particular emphasis is placed on aforementioned unpopular policies, such as birth control and preventing petition campaigns from reaching higher authorities, instead of unquantifiable ones such as “respecting villagers’ rights” (O’Brien 1999, 174).  In the villages, the pressure for cadres to meet their targets and pass inspection led villagers to coin the derogatory term “three-want cadres” for officials “who want grain, money, and (aborted) children but who provide little in return” (O’Brien 1999, 175).  Even popular policies that should be quantifiable are easily ignored.  One of the primary tasks of village cadres in the post-TFR and Agricultural Tax reform period is to maintain a low burden on peasants, which is almost by definition a popular policy in the eyes of rural Chinese.  But in a system where “no reliable, independent estimates of village income are available” (O’Brien 1999, 174), lightening peasant burdens can be made mandatory only if the local populace takes part in determining whether rural cadres have juggled the numbers, which is never the case.  Furthermore, supervisors of a poorly performing cadre can easily manipulate or manufacture evidence in his favor, as long as he is a factional ally (Hillman, 13).  The Chinese socialist system prides itself for taking the “Scientific Development Concept” as its guide for socioeconomic development, but the ease by which its only system of quantifiable accountability remains manipulated makes it anything but scientific.  Worse yet, inspections from above work in tandem with the aforementioned assessment criteria for sent-down cadres to keep township level officials preoccupied primarily with work that drives a wedge between local state and society.  Without citizen participation in the cadre evaluation process, this is unlikely to change.

The third and final trend acting to hollow out township governments is parallel to what Andrew Mertha describes as soft centralization” (Smith 2010, 613), a process in which township and county agencies are shifted under provincial control.  In the case of townships, bureaucratic restructuring has shifted the locus of power upwards by placing agencies previously controlled by townships under the control of the county.  As the decline in primary school enrollment in 2003 illustrates, the goal of building a more responsive and compliant bureaucracy at the rural township level remains elusive, and these restructurings have not necessarily produced efficiency gains.  After losing the power to extract taxes following TFR and the abolition of agricultural taxes in 2006, the process of “soft centralization” has eviscerated township governments which are unable to raise money from rural businesses or local industries.  Township economies in which agriculture predominates have therefore come to be completely dependent on county government for support.  This would not be regrettable if county government were demonstrably more efficient and accountable to their constituents.  As investigations by Chinese and foreign sources demonstrate, however, remittances from the center intended to subsidize township government are siphoned into factional networks at the county level.  

Remittances from the center to the township are absorbed at the county level because of a lack of transparency, poor institutional design, and perverse incentives for county officials.  Firstly, “the amount of funds earmarked for compulsory education spending is not set apart from the general transfer payments to the countries” (Kennedy 2007, 47).  County governments exploit this oversight to use the funds for county projects that are priorities in the assessment system, to raise revenues, and to enrich officials.  These goals are achieved by spending on government facilities as well as attracting investment, two activities that redirect money away from the township.  In one poor county in Anhui province, for example, the death of local townships stood in stark contrast to the opulence of the county government’s 300 million yuan new headquarters, which was built to rectify the widespread belief “that the mixed success of previous county Party secretaries was due to the poor fengshui of the county government building” (Smith 2009, 32).  In the same county, another 300 million yuan was squandered on clearing farmers from land designated for the construction of a “Five star luxury hotel”.  Only after the13.3 hectares were cleared and prepared for construction did the county officials realize they had been bilked by a local con artist posing as a “Taiwanese investor” (Smith 2009, 55).  

Government boondoggles are not exclusive to China, but the structural realities of county government enable, even encourage, the imprudent use of remittances.  Aside from the factional rivalries that divide Chinese officials at all levels, the system of rotating county heads exacerbates the myopic investment craze.  With only a few years to prove themselves and with no familiarity with local conditions, county heads gain the support of important factions by overseeing a handsome distribution of “prizes” that have become available after the tax reforms (Hillman 2).  In the aforementioned county in Anhui province, over 80 percent of posts were bought (Smith 2009, 41), reflecting the opportunities for personal enrichment that abound with abundant flows of unmarked transfers from central government.  Additional research has shed light on the most coveted bureaus within county governments.  According to Hillman, “leadership of bureaus with large budgets for social services”, such as “bureaus that control public construction projects, public transport, and education” (7) offer the greatest access to monies from the center.  These funds not only enrich the official in charge of its distribution, but can increase the size and reliability of his network within the bureaucracy, which will help in his promotion beyond county government.  Because of the availability of “prizes” and the need to cultivate personal relationships across bureaucracies, the appetite for central transfers from county governments has been described by high-level officials as “insatiable” (Li, Linda Chelan 2006, 65).  The competition for spoils will intensify if land reform succeeds in reducing local governments’ authority to collect rural land from farmers.

Land development has been a catalyst for both explosive economic growth and widespread social unrest across China, but the land dealings of officials are perceived as most avaricious in the countryside, where officials operate unfettered by the constraints of urban China’s nascent civil society (White, 85).  As land belongs to the collective, it is easy for officials to grab farm plots from peasants for little or no compensation, and then pocket the kickbacks after it is sold to developers.  Land reform was designed to address this problem by “[reducing] local government’s authority to collect rural land from farmers, [and] legally enhance both the land transfer in rural China and the income of Chinese rural residents” (Li 2009, 6), according to Chen Xiwen, principal drafter of the Resolution.  The financial importance of these land sales for local governments, however, precludes any sincere effort by the central government to abolish the only lucrative revenue stream governments can collect locally in the wake of tax reforms.  The magnitude of these deals is tremendous.  In 2004, “the funds raised by land transfers were estimated at 615 billion yuan”, in comparison to the 1,041 billion yuan collected by local governments from fiscal transfers by the center in the same year (Whiting 2007, 8-11).  If the funds raised from land transfers were unavailable, the central government would be forced to transfer 60 percent more money to the very localities that it considers financially “insatiable”.  So although rural land reform’s intention was to allow farmers to “lease their contracted farmland or transfer their land-use rights”, the reforms lag significantly behind urban standards of property rights, where land is bought and sold at market prices.  Unlike their urban counterparts, rural Chinese will not be allowed to mortgage their farms and houses after reforms kick in.  Like one of China’s famous “nail houses”, where a single home stands defiantly alone amongst land cleared by developers, collective ownership of rural land remains one of the last vestiges of socialist economic policy in modern China.  Perhaps this is owing to ideological fealty to a revolution that began in the countryside.  A more likely estimation is that the reforms slipped mid-stream on the stones of political reality.

Conclusion

Tax and land reforms were designed to relieve peasants from the disproportionate burden they had shouldered since the first decade of “reform and opening”.  By this criterion, the financial relief for rural Chinese was a quantifiable success that President Hu and Premier Wen can hang their reformist hats on.  But in failing to match the loss of revenues to local governments with the development of institutional mechanisms to ensure the delivery of central government financial transfers to townships, the reforms exacerbated rural China’s public services deficit.  In the case of tax reforms, township governments were “hollowed out” by the loss of local revenue and absorbed by county governments, which have used financial transfers for the purposes of bureaucratic self-aggrandizement instead of the provision of public services.  Because of rampant corruption at the county level, the central government remains incapable of addressing the financial crisis at township levels by increasing transfer payments.  The same dilemma confronts the future of land reform.  On the one hand, collective resistance against land grabs threatens to undermine the government’s aim of constructing a “harmonious society”.  But on the other hand, the obstacle of financing local governments deprived of revenues from land sales appears insurmountable.  The crisis in China’s countryside therefore demands institutional reforms on a scale that President Hu and the tuanpai coalition are incapable of implementing given their ideological and temporal constraints.  The next generation of leadership will be unfettered by the latter upon assuming power in 2012, but the yoke of the former will likely endure.
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