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An InStitutional Review to China
Rural Collective Enterprises’

Experience

Abstract

This article attempts to reveal the meaning of collective in
China legal context by reviewing China rural collective
enterprises’ experience from occurrence to privatization.

After PRC set up on 1 Oct 1949, new government carried
land reform by which rural people were distributed farmland
according to population. However, due to long period war, rural
China was so poor that many peasants were forced to sell their
farmland for grain after soon they got it. This did absolutely not
agree with ideology of CCP. To deal with this situation, CCP
utilized its powerful mobilization capacity to rural residents,
which accumulated in long period revolutionary activities, on the
basis of achieved experience on cooperative in revolutionary base
areas and liberated areas, and summoned peasants to build all
kinds of cooperatives at the aim of advancing production and
profiting public . and private at the same time. Under the
international environment of Cold War, state established an

economic development strategy, which asked for heavy industry
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taking the priority in the whole economy at the cost of rural
accumulation. Cooperatives were gradually reduced to a tool to
extract rural residual value for the state. Initial stages of new
regime, peasants were permitted to dwell in cities freely. A
great deal of peasants moved into cities that result in grain
supply crisis in cities. Subject to the grain pressure, the
government has step-by-step set up a series of policies by which
the rural residents have been segregated from cities. The
people’s commune system that had maintained from 1958 to 1984
is an important clue to understand the history of rural China
society since 1949. This is a painful course that the cooperatives
were categorized into Soviet model collective economic
organizations although the former is also a production of CCP’s
ideology .

The subsidiary production teams of the people’s commune,
i. e. commune-and brigade-run enterprises, which was formed
on the basis of rural handcraft, are the predecessors of rural
collective enterprises. The commune-and brigade-run enterprises
were sometimes warmhearted helped by the policies of CCP and
~ the government, but they were sometimes severely frustrated by
the contrary policies . During the Great Steel-making Campaign
in 1958, large quantities of collective enterprises were built up.
Only did few of them survive from the thereafter rectification .
During the Great Culture Revolution, many factories in cities
were involved into political chaos and industry production was

serious shortage, a numbers of commune-and - brigade-run
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enterprises captured the opportunities and accumulated rare
capital and experience. After the reform to the inside and of)en
to the outside in China, those rural collective enterprises which
had better commune-and brigade-run enterprises foundation,
which had good connection with big and middle cities and
especially which were in the east and south coast area took the
lead in developing regional economy and become the main force
of township and village enterprises (TVEs).

Rural collective enterprises, which are also called rural
public-owned enterprises, were established by utilizing all kinds
of resources in rural society under the leadship of rural cadres.
As public-owned enterprises, rural collective enterprises cannot
avoid common disadvantages of the public-owned enterprises.
But in the early stage of economic system reform in China, rural
collective enterprises had developed quickly as gaining the
benefit both plan and market. However, with the relaxation of
political environment and the spread of the market scope, the
private-owned enterprises show more and more competition
strength than public ones. Rural collective enterprises
themselves have reformed their managerial systems so as to adapt
the need of market compitition. After had adjusted contractual
structure for a long time, most of rural collective enterprises
walked on the road of privatization eventually.

The ownership and control of the rural collective enterprises
is separate from the beginning to the end. The control power to

the rural collective enterprises was at the hands of the rural
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cadres at the first stage because they were able to manage for
enterprises to achieve more favorable conditions. Henceforth the
managerial stratum won the race of contesting the control power
to the collective enterprises because they have played a more
important role in the enterprises than rural cadres in a gradually
open market. Although these rural elite paid out painstaking
effort to manage rural enterprises, they did not get corresponding
reward from the enterprises but the coritrol power of the
enterprise. The control power to the enterprises cannot separate
from specific position so it cannot also be traded in the market.
It is always a difficult matter that to hand over and take over the
lead position in the rural collective enterprises. Many collective
enterprises had become crony-enterprises before privatization.
When political climate on ownership ideology has become mild
and the economic situation of many enterprises have deteriorated
for a long time, privatization of collective enterprises tidal wave
become understandable. - Privatization of rural  collective
enterprises is a deal between the rural cadres as the agent of the
owner of rural collective enterprises and the managerial stratum
as the few key buyers. The privatization of some of collective
enterprises is painted some democratic color by stock cooperative
system. 4 .

Rural collective enterprises had born the weight of social
duties since they were established. After the privatization of
them, those social duties fall on the shoulders of the grass roots

government. But the latter are overstaffed and over-indebted so
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that they almost cannot maintain themselves normal operation.
The reform to the grass roots government started immediately
after the privatization of rural collective enterprises. In the
course of marketization, the influence of the people’s commune
system has been thrown off on the relationship between the
enterprises and the township and village. The grass roots
government is walking on the road of normalization building.
One can see this trend by the transformation of the financial
claims foundation of the grass roots regime to local enterprises
and residents. However, on the account of many variables in
existence, the evolutional direction of rural politics in China is
uncertain. It is possible that the property will dominate power in
those regions with most successful rural enterprises. Whereas in
most rural areas, it is inevitable that the grass roots democracy
will be developed under the dominance of the superior
authorities . '

Collective land ownership is the base of the existence and
development of the rural collective enterprises. The ownership of
the collective-owned land has no negotiability according to legal
rules in China. It is not only the secret that rural collective
enterprises rise up at a lower cost, but also the obstacle that
they go a step further. The transformation collective-owned land
into state-owned on-farmland arouses the serious conflict
between state and peasants and challenges the actual legal rules,
by which the government has deprived of land benefit from

peasants over several decades. Subject to practical conditions in



