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                                                            Introduction

          The second half of the last century is marked by the testing of different theories of development in the non-socialist less developed countries for their economic development. The socialist countries on the other hand had their own development models that emphasised on distributional justice. Welfare of the people was the primary task before the government by fighting against poverty, inequality, exploitation and corruption. But the policy of absolute free market economy was discarded in both the socialist and non-socialist countries. Government intervention in economic activities in different degrees in these countries is the rule at present in most of the countries of the world. Even in the developed market economies government take various measures that may benefit people in general. But economic models stressing too much government intervention was found to be ineffective. In the command economies the absence of private sector was found to be even worse; it was proved to be fatal. From the experience of the performances of the developing countries in general it can be said that too much security to the people, without any incentive to production, may invite the problem of economic disorder. Economic reform in the developing countries is the sequel of this. China is not an exception to this rule.
         Pre-reform (1949-78) China adopted a rapid development strategy that can be found in its socialist transformation programmes of land reform (1949-1952), collectivisation (1953-1957), policy of Great Leap Forward (1958-1960) for industrialization and the formation of people’s communes (1958-1984). Within a decade after the Revolution these rapid and bold measures of institutional changes were taken for socialist construction of agriculture and industry. The primary task of the new government formed on 1st October 1949, under the leadership of the Communist Party, was to drive away the factors hindering development by adopting a new democratic economic programme. The policy of the new programme was to allow initially small private economy in rural and urban areas along with the formation of state controlled economic activities in modern sector and in foreign trade. The policy was to isolate the landlords by confiscating their assets and distribute lands among the poor peasants who had little or no land equitably. The government undertook initially rich, middle and poor peasants and cultivators, national capitalists as its allies in the struggle for establishing a democratic communist state. In 1950 agrarian reform law was adopted and through land reform these objectives were implemented. Limited private property rights and controlled market were allowed just after the Revolution. The new government adopted the path of socialism, the stage before communism, from the stage of a backward semi-feudal and semi-colonial economy. Distribution was the priority before the government.
           China is developing rapidly since the economic reform. During this period China has been successful in raising per capita income, rapid economic growth and in increasing standard of living by modernizing the productive forces and some institutional changes. Success is also found in foreign trade and foreign investment, rural and urban 
development. The objective of economic development, however, is not limited only to attaining high growth and high per capita income. Equity in distribution is equally important because inequality may be a barrier to sustainable development of an economy. High inequality may have two kinds of effects. Firstly, it increases aggregate savings and capital formation as propensity to save of the rich is higher than that of the poor. With high capital formation, growth rate and per capita income increase. This is the positive effect of high income inequality. Secondly, insufficient purchasing power of a large section of consumer on account of high income inequality may invite the problem of under consumption and over production. Too much emphasis on growth and high profit(‘grow more rich’ programme), neglecting equity, is equivalent to high exploitation. So high savings and capital formation with high income imbalances may increase unemployment and ultimately decrease level of output and rate of growth. This is the negative effect of income imbalances. If the negative effect is stronger than the positive effect, high income inequality may generate a non-sustainable development trap.

            The World Bank in its World Development Report 2006 stressed on eradicating “inequality traps” as the main objective of development of any country at present. In the light of this objective an attempt is made in this paper to examine how far post- reform China was successful in achieving the goals of income equality, while gaining economic development. Secondly, it is also proposed to examine the possibility of sustainable development in China if high income inequality is found. China’s performances on these issues can be compared with other developing countries.
           The hypotheses of the study are:

1) A (socialist) market economy emphasizing growth enhances average income at the cost of income disparity.

2)   Income inequality is a barrier to sustainable development.

Selected Variables/ indicators: GDP per capita and GDP growth rates are taken for comparing development over time in the countries; Gini-coefficients are taken for measuring income inequality; access to health and education are chosen for measuring the extent of opportunities available to a person. To judge sustainable development exports, imports, foreign investment and other relevant variables are also taken into account.
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Methodology: The secondary data of these variables are analysed to find out the extent of development, income inequalities, opportunity gaps and sustainable development, and the causes of such trend are highlighted by evaluating the government policies.

            Post- reform China performed better than its pre- reform period in respect of income generation. In spite of its success in development, it could not overcome the                                                               
problems of a market economy that generally suffers from economic inequalities and opportunity gap. At present income disparity is quite high in China. It is more than some of the low income economies. High income inequality may be a barrier to China’s sustainable development in the long run. At present China’s records in social sector development is not negligible and this had reduced opportunity gap. With the Household Responsibility System, and Township and Village Enterprises system, rural and urban development had occurred. The government had taken steps for providing basic needs to the people. In foreign trade it is expected that China will become the second largest trader after USA at the end of 2007. However, problems remain with regional and gender disparities, unemployment and poverty, environmental degradation and high energy consumption. In the 11th Five Year Plan (2006-2010), these problems, including the problem of income inequality, have been addressed; and proposals are taken to overcome them for sustainable development in the years to come.

           In section-I conditions led to adopt economic reform in China is discussed. Also in this section the socio-economic conditions and the causes of inequality after reform are highlighted with an evaluation of the government policies. A comparison between China and few developing countries is also made in this section. In section-II challenges of sustainable development are discussed. In section-III the findings of the study are mentioned and the conclusion is made in section-IV.
                                                              Section-I
                                           Reform, Growth and Inequality  
         After the formation of the new Government in 1949 the New Democratic Economic Programme was adopted for readjustment, reorganisation and restoration of the economy and to create conditions favourable to socialist transformation. After the first phase of agrarian reform in 1952 by which the land relations were changed, the second phase, the collectivisation started in1953 along with the commencement of the First Five Year Plan. When the collectivisation was complete, private ownership of land was abolished and the peasants turned into land less labourers. The objectives of collectivization were to abolish 
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private property and private decision making for production in agriculture and it was a step towards communism( that tries to establish the relations of production on the basis of equality). Also through collectivisation the government tried to increase agricultural production by large-scale farming. But this objective was partly fulfilled, as the peasants felt lack of incentive in production by being deprived of their lands and profit motive of market. Disparity between agriculture and industry was large. Investment in agriculture during 1953-57 was about 25 per cent while about 61 per cent of total investment went to the industrial sector of which heavy industry had the lion’s share, about 36.9 per cent. Surplus generated in agriculture by government’s control on agriculture through collectivisation increased than during land reform period. The surplus generated by extraction of agriculture was utilised for industrialisation. So without sufficient modernisation and development of agriculture, the government tried to develop heavy industries rapidly. Industrialisation was tried at the cost of agriculture and that was also within a short period. As a corrective measure, to enhance the performance of agriculture, in 1957 administrative decentralisation was pursued by handing over major decision making powers to the localities and provinces. This measure failed to close the imbalances between agriculture and industry and urban unemployment increased as many peasants began migrating to cities. To overcome this problem, ‘walking on two legs’ policy was taken.

           With the GLF programme China tried to maintain rapid growth in the modern industrial sector while mobilising people in the rural areas for generating employment and increasing output using labour intensive technique. It was the policy of technological dualism. During 1958 ‘backyard steel furnaces’ were started in rural areas with the expectation that underemployed labour in the countryside could produce inputs for the agricultural sector without drawing resources away from the modern industrial sector. To create agricultural infrastructure e.g., water conservatory projects, irrigation, labour intensive capital construction were undertaken. To speed up transition to communism and also to combine industry, agriculture, commerce, education and military affairs Rural People’s Communes were started in the countryside in 1958. Against communal labour meals and other necessities were provided by the communal cafeteria. So distribution was according to “needs” and not according to “ability” of the workers. But in a developing economy with low production the working of the communist principle of distribution was found to be self- contradictory. Both the commune system and GLF quickly faced difficulties in fulfilling their respective objectives on account of lack of incentives for the economic agents engaged in production. With the discarding of GLF programme and by reducing the hardship of the commune system, agricultural and industrial production increased by a little margin during the period of recovery (1961-1965). To transform national consciousness in favour of socialism another institutional change, the Great Proletarian Cultural Revolution, was introduced in 1965. Traditional forms of education were abandoned and physical works had to be done by everybody. The objective was that “men in the society should work with the motive of social welfare instead of self justice of capitalism”. In spite of turmoil output in agriculture and industry began to rise. Capital 
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accumulation rose from 24.1 per cent (1966-69) to 33 per cent (1970-78). The period of socialist transformation (1949-1978) was the period of self-reliance.

                   During 1914-1971, as per estimation by Dwight H Perkins, Gross Domestic Product for some selected years recorded an upward trend for China (Table-1). 

                          Table-1: China’s GDP (1957 prices) in billion Yuans

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

                                                             Year

                    1914-18    1933    1952    1957    1962     1965      1970       1971

GDP                 48.4     61.71   65.88    95.71   97.75   134.15   181.73   193.36

Source: D. H. Perkins (ed.) (1975): China’s Modern Economy in Historical Perspective,

 p.117.                                                                 
        Since the economic reform (1978) China has been aiming at correcting the mistakes of only institutional changes for socialist development by socialist modernisation of agriculture, industry, defence, science and technology. The government emphasised on changes in the productive forces for economic development. It gradually introduced the market forces for rapid economic growth. Two innovative systems, Household Responsibility System / Agricultural Responsibility System in agricultural and Township and Village Enterprises in industry, were introduced along with the opening the economy to foreign capital by discarding the earlier “closed- door” policy. Different phases of reform are: rural and agricultural reform (1978-83), reform of urban sector (1984-91) and more autonomy to the state-owned enterprises (1991 to present). Emphasis is now given on light and consumer goods industries in lieu of earlier policy of the growth of heavy industries. Economic equality is not the objective at present as the slogans for development are: “To be rich is glorious” and “as long as it makes money it is good”. Foreign investment and technology had been playing a major role since 1978 in industrial development of the country. At present non-resident Chinese are also investing into the economy and they have a large share in the total investment. Without privatising the state-owned enterprises China has modernised these industries to make them competitive with the foreign capital. The present policy is known as “socialist market economy with 

the Chinese characteristics”. With the opening up of the economy China has joined WTO in December 2001 and it has taken up the policy of export oriented growth. At present foreign companies produce about 45 per cent of China’s exports. Since the 

commencement of economic reform China’s foreign trade with the capitalist countries has increased. In March 2005, its foreign exchange reserves were $5 billion. Of its total exports in 2003, 21.1% was to the USA, 13.6% to Japan, 4.6% to South Korea and 4% to Germany. Its main imports partners were Japan (18%), Taiwan (11.9%), South Korea (10.4%), USA (8.2%), and Germany (5.9%).

             China in 2004 was the fourth largest country in the world and in August 2005 its GDP (ppp) was $8,092 trillion. It is one of the fastest growing countries in recent 
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decades. In the 1980s China became self-sufficient in grain production. In 2005 about 
14.8% of GDP was produced in agricultural sector, 52.9% in industry, and 32.3% in service sector (Figure-1). Foreign direct investment was the highest in China in recent years among the East Asian countries. Its projected GDP per capita is $3000 by the year 2020. China’s GNP per capita and GNP/GDP per capita growth rates during the reform period are shown in the following Tables (2 and 3) and Figures (2 and 3), indicating fast increase of  both.
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                                                              Figure.1
                                   Table-2: China’s GNP Per capita (US$)
Year             1952    1980   1982    1988    1990   1994   2001   2002   2003    2004

GNP             101*    290     310      330      370     530     890     940     1100   1290
Per capita

(US$)
________________________________________________________________________

*GDP Per capita
Source: 1) Edward Friedman and Bruce Gilley (ed.) (2005): Asia’s Giants: Comparing China and India, pp.93-94, (For1952 data).
             2) World Development Report, various issues.

________________________________________________________________________

                                                                    (6)
                             Table-3: GNP/GDP Per capita Growth Rate (%) of China

Year          1980-93       1997-98        2001-02       2002-03     2003-04      2004-05

Growth      8.2                6.5                7.2               8.4              8.8              9.9*
Rate (%)  

Source: 1) World Development Report, various issues.

              2)* National Bureau of Statistics, China. 
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                                                                  Figure.2
                                                           (Source: Table-2)
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                                                               Figure.3
                                                        (Source: Table-3)

         The development policies taken by the South Asian countries, including India, the East Asian and the South East Asian countries, Socialist countries of Europe, and the Latin American countries are also evaluated in brief as their records of growth, inequality and poverty are different though these countries and China started their development programmes approximately from the same level of backwardness. Starting from 1947, India during the first three decades of control on the private sector and inefficient functioning of the public sector experienced less than the expected growth; the low growth is known as the Hindu Rate of Growth. Since the mid-1980s in order to encourage competition in the private sector earlier restrictions through various acts, e.g., Monopolies and Restrictive Trade Practices Act (1970) were relaxed. The new industrial policies of the eighties resulted into higher economic growth. But the ever increasing loss of the private sector units, grave balance of payments situation, increasing budget deficits in the late eighties compelled the government to adopt the market –friendly strategy of development in 1991. The policy of protection of the home industries from foreign competition and restriction were partly relaxed in favour of opening the economy to foreign competition. India’s policy of Liberalisation, Privatisation and Globalisation (LPG) is a response to its earlier policy of control and intervention. India has been following a gradual approach for her development. Industrialisation is lagging behind the service sector. More than 50 per cent (about 54 per cent –budget 2007-08) of income is generated in the service sector, while only about 27 per cent of income is generated in industry; the rest comes from agriculture. Removal of poverty programme was adopted particularly since the early 1970s and that was also not implemented properly. The progress of social sector and rural development are disappointing. Land reform policy of
the early 1950s could be implemented partly on account of socio-economic barriers. Emphasis on capital goods for heavy industrialisation since the second half of the 1950s 

and unbalanced growth of agriculture and industry are the characteristics of India’s 
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development pattern. Development is not pro-poor.

            The developing countries of Latin America and South Asia including India adopted the policy of restrictions on the operation of the private sector, on foreign
investment, on foreign trade by following import substitution policy. As a result they experienced slow growth, foreign exchange and balance of payments problems, debt crisis and high inflation. 

              The socialist countries of Europe followed the principle of command economy by socialisation of means of production and faced the problem of management. Production was not linked to incentives. Though growth was hampered, most of these countries made progress in income distribution, poverty eradication and in social sector development.

               Few East Asian and the South East Asian countries followed the “market friendliness” approach of development that resulted into high growth and social sector development during the period 1960s to the first half of the 1990s. Though these countries followed the policy of openness, the government also played a crucial role in directing the private sector appropriately. This is known as “guided capitalism”. Most of                                                                       
these countries emphasised on the development of primary and technical education; about                                                                                                                                                                                                            
70 per cent of the total budget for education was allocated to the development of basic education. But in the South Asian countries, except Sri Lanka, higher education is subsidised and primary education is neglected. For Sri Lanka “It can (thus )be said Sri Lanka shifted from a regime of moderate growth with a good distribution of income (before 1978) to one of better growth with a poorer distribution of income(after 1978)…

Indeed Sri Lanka has a long history of social sector development dating back to the period before independence. As early as 1945, the government had extended free medical care to almost every part of the country and introduced universal free education up to the university level”(HDR,1990, p.49). Better land reform policy, e.g. in Taiwan and South Korea, high saving and investment, and outward looking trade policy are also the factors for the East Asian miracle. 

Causes of Increasing Inequality

           China’s ‘arguably moderate growth’ but better distribution before reform was on account of her policy of stringent government intervention in all-round economic activities. The withdrawn of market forces, ‘closed-door’ policy of self-reliance, abolition of property rights, emphasis on heavy industries at the cost of agriculture, inefficient management of macro economic variables, resulted into moderate growth. The rapid experimentation of different socialist measures and effort of quick achievement of communism through distributional justice, that distribution “to each according to his 
needs” under the commune system, did not work. Secondly, production and distribution had no link through incentives. In a poor economy like China after the revolution, the 
step towards an egalitarian society only showed insufficient consumption basket; even the country was not successful in providing the basic needs of the people. To quote:
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           “For decades after the mid-1950s, life in rural China continued to be harsh……….And even in the 1970s hungry peasants swamped into cities to beg for food. In 1978 the government, concerned about rural poverty, carried out a special                                                                
investigation that concluded that 260 million people lived below the poverty line – a third of the rural population”(HDR,1997, p.49).

            According to Alexander Eckstein (1977):

            “ One of the most striking characteristics of Chinese society as seen by ….any visitor is its apparently egalitarian character in terms of income….One certainly has the impression that the Chinese have succeeded in placing a floor on real incomes….This impression is reinforced by the fact that one very rarely is exposed to extremes of luxury and high living. It is also particularly striking if one has been to India or some other parts of Asia”(p.299).

          Thirdly, failure in growth and removal of poverty were substituted by China’s impressive records in social sector and human development which narrowed the                                                                      
opportunity gap for the people during this period. Under –five mortality rates reduced from 202(rate per thousand live births) in 1960 to 98 in 1970 and it further reduced to 65 in 1980. In 1960 life expectancy at birth was about 36years; it increased to 64 years in 1980. Number of physician per thousand people was 0.6 in 1965 and increased to 0.9 in 1980. For South Korea the respective figures were 0.3 and 0.6 and for Malaysia 0.1 and 0.3. Adult literacy rate (percentage of population aged 15 and above) in 1977 was 66. This was quite high in comparison to India and other South Asian countries except Sri Lanka. Adult illiteracy, which was 80 per cent in the 1950s, had fallen remarkably in the pre reform period. Shortly after the revolution China undertook campaigns to improve sanitations; extended health care services through a mass cadre of barefoot doctors and introduced extensive health insurance coverage for the people. Stress on the importance of universal basic education along with vocational and technical education has made China successful in improving human condition. Higher education is less emphasised though in engineering it has a strong bias. 
           Post reform China is marked by higher growth, high inequality (Gini coefficient rose from a low of 0.28 in1981 to 0.38 in 1995 and to 0.45 in 2001) but low poverty. “While annually, 1.5 million Chinese were lifted out of poverty between the years 2001to 2004, the income divide among Chinese citizens has widen sharply. … The bottom 20 percent of China’s income- earners earn a mere 4.7 per cent of the total income; while the top 20 per cent of China’s income –earners take home 50 percent of the total income. As                                                                  
of July this year (2005), Chinese rural areas still had over 26.1 million people living in absolute poverty, and China was still home to 18 per cent of world’s poor”(Zhen,Y,pp.6-7). The factors for high rate of growth are modernisation of agriculture and industry, improvement of the quality of the productive forces through the modernisation of science and technology, opening the scope to utilise the existing skills of the people (which were created before by human development) with the introduction of socialist market economy system. By going global the economy earned the fruits of modern technology and foreign 
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investment.                                                                    
          The adoption of the household responsibility system and withdrawal of communes introduced the concept of economic incentives. As a result productivity in household agriculture increased by 40 per cent than that in collectives. Moreover, township and village enterprises were encouraged by low taxes and giving autonomy in production and marketing. As a result, the share of TVEs in industrial production increased from 12 per cent in 1978 to 39 per cent in 1992(HDR, 1997, p.49). 

           The government also introduced price reform. The procurement prices for major crops and retail prices for other primary sector commodities were raised; this resulted into 20 per cent increase in rural per capita income during 1978-84. The rural sector development also reflected in the reduction of the number of rural poor from 260 million to 97 million during this period.

           But since the second half of the 1980s emphasis on industrial and export sectors increased poverty, lowered educational achievements and enhanced income and                                                                    
regional disparities. As a corrective measure the government in the early 1990s with its Poverty Reduction Programme aimed at eliminating absolute poverty by the year 2000.Even though the government was successful in its objective of reduction of absolute poverty, income inequality is a matter of concern at present.  

          Let us also locate the factors for different rates of growth, varying income distribution and poverty in India and some Asian countries during the past few decades. In spite of less than moderate growth before reform India had been successful in maintaining better equity in distribution than China, but there had been disappointing records in poverty eradication for India. Since the second half of the 1980s India had been experiencing rapid economic growth, but poverty reduction was not up to the mark. In most of the plans greater emphasis was given on growth than on distribution. Pro- urban industrial policies stressed the development of capital goods by capital intensive technology. Though inequality in incomes was brought down by restrictive trade practises acts and by national wage policy for urban and service sectors, no such sincere 
measure was taken for the rural sector. Green revolution favoured the rural rich and big land lords. Agriculture was not modernised for all. On account of lack of industrialisation the rural sector suffered from unemployed idle labour force. Lack of pro-poor development policy, faulty anti -poverty programme and neglect of rural development added to the total number of poverty people. India’s policy of ‘trickle down’ in the early years after independence failed to eradicate poverty. In education and health sincere attention was lacking; basic and technical education were neglected, and even primary                                                                   

health care services are extremely poor in rural areas at present. India’s social sector                                                                    
development is elitist in nature. In almost all the social sector indicators India and other South Asian countries except Sri Lanka are lagging behind the East Asian and the South East Asian countries. These countries are not successful in creating opportunities for the masses and are suffering from ‘opportunity gap’ in social and economic fields. Along with emphasis on growth with market friendly policy of development the high performing countries of East and South East Asia adopted bold measures for eradicating poverty and in creating opportunities for the masses.
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           Economic and social indicators of China and some Asian countries are compared for recent years in Tables- 4 and 5, and the Gini index and poverty ratio of them are shown in Figures- 4 and 5.                                                                                                                                                                                                
                                 Table-4: Economic and Social Indicators

  Country             GNP Per capita   GNP Annual   Adult Literacy    Life Expectancy

                                    ($)              growth rate (%)   rate (%)             at birth(years)

                               (1980)              (1960-80)           (1977)                 (1980)

China                        290                  ---                       66                         64

S. Korea                 1520                  7.0                       93                         65

Japan                      9890                  7.1                       99                         76

Singapore               4430                  7.5                       ---                         72

Thailand                   670                  4.7                       84                         63

Indonesia                  430                  4.0                       62                         53

Malaysia                 1620                  4.3                       ---                        64

India                         240                  1.4                       36                         52

Pakistan                    300                  2.8                       24                         50

Sri Lanka                  270                  2.4                       85                         66

Bangladesh               130                  ---                        26                         46

Nepal                        140                  0.2                       19                          44

Bhutan                        80                 -0.1                       ---                         44

Source: World Development Report, 1982
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                                       Table-5: Economic and Social Indicators

Country    GNP P.C.  GNP P.C.  Life Expectancy  Adult Literacy  Population  Gini Index

                       $           growth%        (years)2003          rate %      below pov.line                 

                  (2004)       (2003-4)        M           F        (1998-2004)      ($1 a day)     

China         1290             8.8            69          73            91              16.6(2001)   0.45(2001)

Taiwan,China --             ---             ---          ---            ---               ----              0.24(2000)

S. Korea   13980            4.1            71          78            ---              <2   (1998)   0.32(1998)

Thailand     2540            5.4            67          72            93               <2   (2002) 0.40(2002)

Singapore 24220            6.3            76          80            93                  ---            0.43(1998)

Malaysia    4650             5.2            71          76            89               <2   (1997) 0.49(1997)

Indonesia   1140             3.7            65          69            88                 7.5(2002) 0.34(2000)

India            620             5.4            63          64            61               35.3(1999) 0.33(1999)

                                                                                                                  (-00 )        (-00 )

Pakistan      600             3.9             63          65            49                17.0(2001) 0.27(2001)

Nepal          260             1.6             60          60            49                39.1(1995) 0.36(1996)

                                                                                                                 (-1996)

Philippines 1170            4.3             68          72            93                15.5(2000) 0.46(2000)                                                                                                                      

Bangladesh  440             3.7            62           63           41                36.0(2000) 0.31(2000) 
Sri Lanka    1010            4.8            72           76           90                  5.6(2002) 0.38(2002)
Source: World Development Report, 2006
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                                                                  Figure-4
                                                          (Source: Table-5)
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                                                                    Figure-5
                                                             (Source: Table-5)
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                                                              Section-II
                             Challenges of   Sustainable Development in China

            China’s success in development efforts during the reform period is unparallel in the recorded history of the present developed countries (Tables-6 and 7, Figures: 6 and 7). During their take off periods the rate of growth of these economies and the per capita income growth rates were not so much high as is found for China at present. They faced less competition in the international market while enjoyed the favourable conditions of resource endowment and technological development. Moreover, population pressure was not as high as is in China for which her  per capita income is still far below than that of the developed economies (Figure: 7), though growth rate of her per capita income is much higher than the developed countries.  
                                         Table-6: GNP/GNI Per capita (US$)
	
	USA
	Japan
	UK
	France
	Germany
	Italy
	India
	China

	1980-81
	11360
	9890
	7920
	11730
	13590
	6480
	240
	  290

	1993
	24740
	31490
	18060
	22490
	23560
	19840
	300
	  470

	1998
	29340
	32380
	21400
	24940
	25850
	22250
	430
	  750

	2002
	35060
	33550
	25250
	22010
	22670
	18960
	480
	  940 

	2003
	37610
	34510
	28350
	24770
	25250
	21560
	530
	1100

	2004
	41400
	37180
	33940
	30090
	30520
	26120
	620
	1290


Source: World Development Report, various issues.
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                                                              Figure: 6      

                                                      (Source: Table-6)
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                                   Table-7: GNP/GNI Per capita Growth Rates         

	
	1960-80
	1980-93
	1997-98
	2001-02
	2003-04

	USA
	2.3
	1.7
	2.8
	1.2
	3.4

	Japan
	7.1
	3.4
	-2.8
	-0.8
	2.5

	UK
	2.2
	2.3
	1.9
	1.4
	3

	France
	3.9
	1.6
	2.9
	0.6
	1.9

	Germany
	3.3
	2.1
	-0.4
	0
	1.5

	Italy
	3.6
	2.1
	2.2
	0.4
	1.3

	India
	1.4
	3
	4.2
	2.8
	5.4

	China
	
	8.2
	6.5
	7.2
	8.8


                             Source: World Development Report, various issues
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                                                            Figure: 7
                                                     (Source: Table-7)             
           Recently, doubt has arisen about China’s ability to maintaining the present development rate. This is due to the fact that with high rate of development some acute problems are cropped up. Rising income/consumption inequality, regional disparities, high rural-urban development gap, gender inequality, rising unemployment, environmental degradation, energy crisis on account of high rate of energy use and the extent of poverty are important. For example, energy consumption of China is increasing by total amount since 1980, almost touching USA (Tables-8 and 9). While percentage of total world’s energy consumption for USA and UK are falling, it is rising for China, India and Japan.
                                                                     (16)                                                           
                                              Table-8: Energy Consumption 
_______________________________________________________________________

                 Thousand metric tons of oil equivalent       % of the World Consumption*
1980                      1996                1980       1996 
________________________________________________________________________                                                                                      
       USA                  1,811,650             2,134,960               26.05      22.91
       China                   593,109              1,096,800                 8.53     11.77  
       Japan                    346,491                510,359                 4.98       5.48                           

       India                     242,024                450,287                 3.48       4.83                                           
       UK                       201,299                234,719                 2.89       2.52
  _______________________________________________________________________                                                  
   Source: World Development, 1999-2000;    * calculated.                                                       
 _______________________________________________________________________                                                           
                                          Table-9: Annual Fresh Water Resources

________________________________________________________________________

                        Fresh Water Resources            Annual Fresh Water Withdrawals

                      (Cubic meters per capita)                   (% of total resources)

                                     1996                                             1980-1997
________________________________________________________________________
      USA                        9,259                                                  18.9
      Japan                       4,338                                                  16.6

      China                       2,282                                                  16.4
      India                        2,167                                                  18.2                      
      UK                          1,203                                                  16.6
___World___________8,338________________________________________________
     Source: World Development Report, 1999-2000.
________________________________________________________________________ 

       Development activities also led to the problem of environmental degradation. As an instance, China has overtaken Japan and UK in total carbon dioxide emissions, but reached near to USA since 1980. In per capita terms China is, however, far below than these countries (Table-10). China and India’s share are increasing rapidly while the developed countries’ shares are decreasing.
                                           Table-10: Carbon dioxide Emissions 

________________________________________________________________________                                                            
                    Million Metric Tons   % of the world emissions*   Per capita Metric Tons 

                        1980          1996            1980        1996                   1980        1996

________________________________________________________________________
    USA           4,575.4       5,301.0        33.54        23.40                  20.1         20.0            
    China          1,476.8       3,363.5        10.83        14.85                   1.5            2.8
    Japan             920.4       1,167.7          6.75          5.15                   7.9            9.3
    UK                583.8          557.0          4.28          2.46                  10.4           9.5
    India              347.3          997.4          2.55          4.40                    0.5           1.1
________________________________________________________________________
Source: World Development Report, 1999-2000;    * calculated.
                                                                  (17)                                                             
            Regarding economic inequality two kinds of available theories can be mentioned- one by mostly English Classical economists and the other by Karl Marx. English Classical writers on the assumption of diminishing returns, Malthusian Theory of Population and subsistence wage argued that during development the whole economy would reach to a stationary state with a zero rate of profit and the division of total output between rent earning class and workers. Inequality is the cause of downfall of a market economy; they argued. The present state of technological development and its commercial use has made possible to avoid diminishing returns and the subsistence wage theory is also not valid in a socialist market economy of China. 
             Secondly, Marx’s theory of inequality and exploitation, the reserve army of labour(unemployment) due to capital intensive production and falling rate of profit would result into ( he showed ) downfall of a market economy. Inequality in China has increased during the reform period, but that is the policy of the government for generating more capital formation and for raising saving for growth in a socialist market economy. The economy is growing through competition and incentive linked production during the reform period. This is the transitory stage of China’s drive towards socialism and to equity ultimately.

             Inequality in China has caused social tensions. To overcome this problem the Government in the 11th Five Year Plan has taken measures to combat the extent of inequality. Maintaining the present rate of development is the objective of the present Plan. China is trying to establish economic relation with many countries of Africa and Latin America by doing more trade. In this Plan, solving other problems has also been well addressed.                                       
                                                                   (18)

                                                            Section-III

                                                             Findings

      The development experience of China suggests that in a backward economy, the market forces cannot abolish inequality and poverty. Rather poverty and inequality are the results of the market economy. This may invite socio-economic disorder. Moreover, low inequality in slow growth economies, e. g. in the countries of South Asia, may not solve the problem of poverty. Growth with equity and without poverty can be attained in a controlled economy in the long run. Even in the high income countries inequality is found. The high performing Asian economies also have the same problem. For higher growth, self- correcting market economy may be the alternative to government intervention. But the experiences of China and of other low income countries during the period of economic reform show that growth cannot solve the problems of the masses. 

            Growth may have some impact on reducing poverty; but for rapid and total poverty eradication government intervention is urgent. Pro- poor growth with the                                                              
production of basic goods and services is necessary for removal of poverty. So an absolute free market economy in a less developed country is not a proper means to 

eradicate poverty. A controlled market economy is needed for development with equity and without poverty.                                                                                                                                        
             During the pre- reform period, China’s objective of rapid economic development with high growth was partly achieved on account of excessive stress on social sector development. Also the government’s main objective was to build up an egalitarian society through various institutional reforms. To create opportunities with social sector development is also the objective of this strategy in which China was successful.                                                  
             Secondly, China did not depend on the ‘trickle-down’ effect of growth for eradication of mass poverty and income equality during this period. The government, without depending on the market forces, tried to solve these problems by adopting specific policies.                                                                                                                                     
           Economic reform is an attempt to implement market forces for attaining higher growth through the utilization of the opportunities created before. With this policy China allowed inequality in incomes for economic growth. The countries that depended on the market for their economic development e.g, East and South East Asian countries were successful in achieving higher growth. But government intervention was necessary for                                                                     
reducing poverty and in generating equal opportunities for all through social sector development. Inequalities in income are also the result of market forces in these economies.

                Most of the countries of South Asia are suffering from mass poverty and lack of social sector development due to inappropriate policy. The governments of these countries, including India, relied on the ‘trickle down’ effect.

                China has taken steps in its 11th Five Year plan to arrest inequality for sustainable development.
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                                                           Section-IV
                                                          Conclusion

         With the analyses of the data of the variables under consideration, it is found that post- reform China performed better than its pre- reform period in respect of income generation. In spite of its success in development, it could not overcome the problems of a market economy that generally suffers from economic inequalities and opportunity gap. At present income disparity is quite high in China. It is more than some of the low income economies.                                   

       High income inequality may be a barrier to China’s sustainable development in the years to come. The sustainability of development, however, depends on government’s measures on social sector development, rural development and the arrangements for need 
based development in China’s socialist market economy. During the reform period the government policy in this regard had neutralized the negative effect of high income imbalances to some extent. At present China’s records in social development is not negligible and this had reduced opportunity gap. The country had also made spectacular achievement in foreign trade. It is expected that China will become the second largest trader after USA at the end of 2007. It was also expected that China’s (State Statistical Bureau) GDP would grow at a rate 10.1 per cent per annum. But the problem remains with social disorder due to income inequality.                                                                               

        The problems of unbalanced development, unemployment and poverty, energy crisis and environmental degradation, a balance between “man and nature”, between “domestic and foreign investment” and between rural-urban development, however, have been addressed in the 11th Five Year Plan, with the new mode of development known as                                                                       
“scientific development”, and among the many goals, the policy of “people’s livelihood” that favours reducing economic disparities for establishing “social justice and fairness” with “common prosperity” has been adopted. The success of China’s effort for sustainable development depends on how all the problems of earlier ‘pro-rich growth                                                                                                                                        
policy’ are tackled and how appropriately the new policies adopted are delivered for bridging the “rich-poor” gap. Overcoming the ‘conflict between high growth and social justice’ is urgent for maintaining China’s stable, rapid economic growth and development to build a “socialist new rural China”.
                                                                    (20)                                                                  
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