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THE WORLD BANK/IFC/MIGA 

OFFICE MEMGKANDUM 

DATE: 

TO: 

FROM : 

EXTENSION : 

SUBJECT: 

February 4, 1992 

Paul Glewwe, PHRWH 

Gregory K. Ingram, 

31052 

trator, Research Advisory Staff 

Research proposal: "Impact of Market-Oriented Policy Reforms on 
Households in Rural China" 

A subcommittee of the Research Committee has recommended approval of 
the above proposal at the full $59,175 budget requested, subject to the 
relatively minor conditions outlined below. I am pleased to inform you 
that I have accepted their recommendation. 

This approval is predicated on the ancillary contribution by PHR of 
8 staffweeks of a staff economist and 6 weeks of a research assistant over 
the three fiscal years of the project, and of the necessary resources and 
communication to maintain access to the resulting data base. 

The subcommittee has asked that the data collected be sufficiently 
specific to allow individual farm household models to be fitted. This 
will require collect~on of data on, inter alia, expenditures of cash and 
time (by labor category) for each task, by crop, and on wage and price 
changes over the year. 

Please note that you will be allowed to vary the initial FY92 
allocation by only 10 percent hereafter: you may defer use of up to 10 
percent of the FY92 budget which you now set for use in FY93, or draw into 
FY92 from the FY93 authorization an amount up to 10 percent of the FY92 
allocation. Any such changes in the budget must be made by the March 13th 
deadline. 

Since FY91, RPOs have been treated in the same manner as other World 
Bank accounts. Funds not committed and disbursed by the fiscal year 
deadlines will be lost to both your project and to the Research Support 
Budget. Thus I would ask you to carefully review the current status and 
timetable of the work program, reconfirm consultant fees, travel and 
equipment prices and data costs, calculate the corresponding budget and 
make adjustments to the fiscal year allocations. As your total RSB 
funding is limited to $59,175, you may need to plan to marginally 
reallocate commitments and expenditures from the RSB account to divisional 
accounts. 

If you have any questions about the RSB budget process that cannot 
be answered by your department's budget officer, please contact Vilma 
Mataac, the Budget Officer in charge of the Research Support Budget, at 
extension 3-1030. 



Paul Glewwe, PHRWH 2 February 4, 1992 

The following account and financial authorizations are issued for 
your project: 

i) Identification code (RPO#) 677-16 

ii) FY92 authorization $ 7,595 

iii) FY93 authorization $34,080 

iv) FY94 authorization $17,500 

v) Total authorization $59,175 

Expenses related to the project may be charged to the above account 
number up to the total amount authorized. Please use the account number 
as an identification code in all documents relating to the project. 

Given that the project is expected to be completed on April 30, 
1994, that will be the last date to make financial commitments against the 
account. The account will remain open for four months after the 
completion date to allow for disbursements against outstanding 
commitments. 

You are required to file a completion report on the project no later 
than four months after its closing date; forms for this purpose may be 
obtained from this office. 

cc: A. Hamilton, PHRDR; E. Jimenez, PHRWH 
s. Shah, C. Else, E. Thomas, V. Mataac, J. Kipnis, RAD ; 
M. Bellinger, ORGHD; R. Salandy-DeFour, ACTAS; C. Ramirez, ACTAB; 
Research Committee members 



Record Ren,oval Notice Archives 
& Records Management 

File Title Barcode No. 
Project Management Records - Impact of Market - Oriented Policy Reforms on Households in Rural 
China - RPO # 677-16 - Correspondence 

Document Date 

February 6, 1992 
Correspondents / Participants 

Document Type 

Form 

To: Management Information Division, CTR 
From: Clara Else, RAD 

Subject / Title 
The World Bank/IFC Budget Transfer Request 

Exception(s) 
Personal Information 

Additional Comments 

1674602 

The item(s) identified above has/have been 
removed in accordance with The World Bank 
Policy on Access to Information or other 
disclosure policies of the World Bank Group. 

Withdrawn by 

Shiri Alon 

Date 

April 19, 2017 

Archives 01 (March 2017) 



The World Bank/IFC/MIGA 
0 F F I C E M E M O R A N D U M 

DATE: March 1, 1993 09:18am EST 

TO: Gregory Ingram 

FROM: Paul Glewwe, PRDPH 

EXT.: 31102 

SUBJECT: Budget Reallocation - RPO 677-16 

( GREGORY INGRAM) 

( PAUL GLEWE) 

As per the rules for reallocating RPO budgets, I would like to move 10% 
of the FY93 funds for RPO 677-16 ("Impact of Market-Oriented Policy Reforms on 
Households in Rural China") to FY94. This involves $3400 (i.e. 10% of $34,080). 

The main reason for this is that we have had difficulty in dealing with our 
Chinese collaborators on data collection, which has delayed data collection. 
Thi s delay will (hopefully) be resolved by mid-April. Sorry for the 
i nconvenience, since I know that you would rather have the money spent this 
f iscal year. 

CC: Emmanuel Jimenez ( EMMANUEL JIMENEZ) 
CC: Institutional !SC Files ( INSTITUTIONAL !SC FILES) 
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A L L - I N - 1 N O T E 

DATE: 22-Sep-1997 11:58am 

TO: Anupa Bhaumik 
TO: Edith Thomas 

FROM: Clara Else, DECRA 

EXT.: 31049 

{ ANUPA BHAUMIK) 
{ EDITH THOMAS) 

{ CLARA ELSE) 

SUBJECT: Could you please check to see if any material has been received 
(i.e. PCR or output) on Glewwe's RPO 677-16? Thanks 



THE WORLD BANK/IFC/M.I.G.A. 
·.FILE COPY AECEIVED 

APR 2;·319971 

AE8EARcH ADVISORY STAFF 

OFFICE MEMORANDUM 

DATE: April 23, 1997 

TO: 

FROM: 

EXTENSION: 

SUBJECT: 

Gregory K. Ingram, Administrator, RAD 

ft-
Paul Glewwe, PRDPH 

31102 

Extension of due date for Project Completion Report on RPO 677-16 

In response to your memo to me dated March 7, 1997, I have looked at my work 
program and discussed this issue with Manny Jimenez. My collaborators are already 
working on two papers using these data, one of which will be presented in our department 
in June and the other at a later date some time in the summer. I propose to hire a research 
assistant who will work on these data with me beginning in July or August of 1997. We 
will be able to complete one or two more papers by the end of calender 1997. I will 
devote 6-8 staff weeks to this project from July to December, 1997. The cost for hiring 
the research assistant will be about $17,000, which I am putting together from a variety of 
sources. 

To do this I will need to get an extension of the due date for the PCR to 
December, 1997. This is two months later than the previous request but it is much more 
realistic. Believe me, I am as anxious to get this wrapped up as you are. 

If you have any questions or comments please let me know. I apologize for the 
continuing delays, and I will not let this slip any further. 

cc: Emmanuel Jimenez (PRDPH); Edith Thomas, Clara Else (RAD) 



A L L - I N - 1 N O T E 

DATE: 04-Apr-1997 11:46am 

TO: Gregory Ingram 

FROM: Paul Glewwe, PRDPH 

EXT.: 31102 

FILE COPY 

( GREGORY INGRAM 

( PAUL GLEWWE) 

SUBJECT: Extension date for Project Completion Report - RPO 677-16 

Greg, 

Sorry I haven't replied to your memo to me dated March 7, 1997. Manny was out 
of town until the middle of March, and when he came back I was in Turkey. We 
d iscussed it a little this week and should have a definite answer next week. 

Paul. 

CC: Emmanuel Jimenez 
CC: Clara Else 
CC: Edith Thomas 

( EMMANUEL JIMENEZ) 
( CLARA ELSE) 
( EDITH THOMAS) 



3/7/97 

Greg: 

MAR 71997 

Paul Glewwe sent an e.m. to Anupa requesting an extension of the PCR due date for an 
RPO 

opened in February 1992, 
with a completion date of April 1994; 
supplemented with an additional $32,840 in December 1993, 
and given an extension to December '95 . 

He has had prolonged problems with the Chinese sources of his data, and we can't get blood from a 
stone, but I don't think we should let it go with a para. I would like to send something like the 
following to him (it' s M:\Clara\Glewwe.not) . 



FILE COPY 
THE WORLD BANK/IFC/M.I.G.A. 

OFFICE MEMORANDUM 
DATE: March 7, 1997 

TO: Paul Glewwe, PRDPH 

FROM: Gregory K. Ingram, Admi 

EXTENSION: 3-1052 

SUBJECT: Extension of due date for Project Completion Report, "The Impact of Market­
Oriented Policy Reforms in Rural China," RPO 677-16 

You have requested a postponement of the submission deadline for the Project 
Completion Report (PCR) on the above research project. I note that the project was 
originally approved in February of 1992 and scheduled to be completed on April 30, 1994, 
but due to problems in delivery of the data, the completion date was extended to June 30, 
1995 and an additional $32,840 in RSB funds were provided. These adjustments were 
made with the understanding that they would be sufficient to account for the problems you 
had confronted to date. 

In your response to a November 1996 request for a PCR on the account, you 
requested an extension of the due date to October 1997. This represents a nearly three­
year delay from the original PCR due date. 

Although I have considerable sympathy for the management difficulties you have 
faced, it is not apparent that the work has received the priority that would be necessary for 
it to proceed at a pace sufficient to compensate for past problems. Thus I would ask that 
you discuss with Manny Jimenez some rescheduling of your work load over the next 
several months in order to ensure that this work will be completed in the near future. 
Could you then please provide us with the outline of a work program and an assignment 
of resources to the project, on the basis of which I would be pleased to approve an 
extension of the project completion due date. 

Please do feel free to contact me should you have any questions in this regard. 

cc: E. Jimenez, PRDPH; C. Else, E. Thomas, RAD 



A L L - I 

DATE: 

TO: 

FROM: 

EXT.: 

SUBJECT: 

N - 1 N O T E 

26-Nov-1996 Ol:49pm EST 

Anupa Bhaumik 

Paul Glewwe, PRDPH 

31102 

overdue research re~orts 

l{l'l - \~ 

( ANUPA BHAUMIK) 

( PAUL GLEWWE) 

Yesterday I received notices on overdue completion reports for three research 
projects. Of these, I will complete one and send it right away (RPO 678-83). 
However, on another one I am not sure it makes sense to submit a completion 
report, and on a third the completion report cannot be done because the project 
has been significantly delayed. Let me explain in more detail. 

RPO 679-15 was "seed money" for a much larger research proposal, RPO 679-57. 
The money from RPO 679-15 was used to pay for some travel to the Philippines and 
some initial data collection, but the main data collection is part of RPO 
679-57. 

RPO 677-16 i s built on data collection done in China in the summer of 1995. 
Data collection was over 2 years late, due to conflicts with the original 
counterpart agency in China (which were resolved only by switching to a 
different counterpart agency). The data were cleaned in the fall of 1995 and 
winter of 1996, which is longer than usual because of a technical oversight in 
our data entry program. The data have been available to work on only since the 
late spring of 1996. I would like to extend the closing date of this project to 
October, 1997. 

Let me know if you would like any further information. 

Paul Glewwe. 

CC: Clara Else 
cc: Edith Thomas 

( CLARA ELSE) 
( EDITH THOMAS 



i I IE WORLD BANK/IFC/MIGA 

OFFICE MEMORANDUM 

DATE: 

TO: 

FROM: 

EX ' ENSION: 

~ •.J BJECT: 

December 14, 1993 

Shahid 

82339 

Request suoolementarv funding, "The Impact of Market-Oriented Policy 
Reforms in Rural China," RPO 676-16 

In response to your memoranda providing the information requested in 
my September 9 memorandum, I am pleased to authorize the additional 
allocation of $32,840 to the above project account. I have also approved 
your request for an extension of the project completion date from April 
30, 1994 to June 30, 1995. Please note that the Bank standard fiscal year 
deadlines will apply and the account will close after the Bank's accrual 
period. The project completion report will be due in this office on 
December 31, 1995. 

This approval is predicated on the contribution by the International 
Development Research Centre of the additional funding indicated in his 
October 4 memorandum, and by PRD of the additional stafftime that 
continuing to oversee this work will require. 

The following additional financial authorizations are issued for the 
pre-existing project account: 

i) Identification code (RPO#) 

ii) FY94 authorization 

iii) FY95 authorization 

iv) Total authorization 

677-16 

$12,840 

$20,000 

$32,840 

If you should have any questions with regard to this decision, 
please feel free to call me. 

cc: L. Squire, PRDDR; E. Jimenez, PRDPH 
M.T . Dose, ACTPR; M. Bellinger, ORGHD; R. Salandy-deFour, ACTAS; 
C. Ramirez, ACTAB; 
c. Else, B. Pleskovic, v. Mataac, E. Thomas, RAD 
Research Committee members 



The World Bank/IFC/MIGA 
0 F F I C E M E M O R A N D U M 

DATE: November 16, 1993 09:43am 

TO: See Distribution Below 

FROM: Paul Glewwe, PRDPH 

EXT.: 31102 

FILE 

( PAUL GLEWE) 

SUBJECT: Change in Request for Additional Funds for RPO 677-16 

In early October, I submitted a request for additional funds for the 
research project entitled "Impact of Market-Oriented Policy Reforms on 
Households in Rural China (677-16). It has just come to my attention that there 
is an error in that request. Specifically, due to a misunderstanding in our 
division, the amount of funds remaining for FY94 from the original project is 
$15,760, not $20,600 as stated in the Attachment 5 to my memo in early October. 
Tbs, I am afraid that! must request an aditional $4840 to make up this 
difference, so that I would like to request $32,840, not $28,000. Please 
allocate all of this additional money to FY94. I deeply regret this error. My 
only excuse is that this year all our support staff changed, including our 
administrative secretary, and our new staff are still in the process of learning 
how to handle money from research grants. If you have any questions or would 
like a more detailed explanation, please contact me at your convenience. Thanks 
very much. 

DISTRIBUTION: 
TO: Shahid Yusuf ( SHAHID YUSUF ) 
TO: Shahid Yusuf ( SHAHID YUSUF ) 
TO: Shahid Yusuf ( SHAHID YUSUF ) 
CC: Clara Else ( CLARA ELSE) 
CC: Edith Thomas ( EDITH THOMAS ) 
CC: Emmanuel Jimenez ( EMMANUEL JIMENEZ ) 
CC: Institutional !SC Files ( INSTITUTIONAL !SC FILES ) 
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THE WORLD BANK/IFC/MIGA 

OFFICE MEMORANDUM 

DATE: 

TO: 

FROM: 

EXTENSION: 

SUBJECT: 

October 6, 1993 

Shahid Yus~ RAD 

Paul GlewwJ~ PRDPH 

31102 

Request for Addition Funds for RPO 677-16 

RECEIVE 
ocr o 1 J 

,.ESEARCH ADVISORY STAFF 

I am writing to follow up on your response, dated September 9, 1993, to my 
request for supplementary funding for my research project entitled "The Impact of 
Market-Oriented Policy Reforms in Rural China" (RPO 677-16). In particular, you 
requested more information on a variety of points. In this memo, and its 
attachments , are the information you requested . I addressed them in the same 
order that they appear in the third paragraph of your memo. If you have any 
further questions , please do not hesitate to ask. 

1. Mr. Du Ying, the Deputy Director of the Research Centre for Rural 
Economy (RCRE) has selected Mr. Bai Nan-sheng, also or RCRE, to be our main 
counterpart . Thus I have included a translation of Mr. Bai's resume (Attachment 
1), as well further information on his experience in household surveys that was 
provided by RCRE (Attachment 2). If you still would like to see Du Ying 
resume, please let me know. 

2. RCRE has a professional staff of 180, divided into several divisions, as 
shown in the attached brochure (Attachment 3). It is already working with World 
Bank funds, being authorized by the State Council to use those funds to do 
research on experimental areas and reform pilot projects (see brochure). Its 
fourth division specializes in sample survey work. RCRE is specifically 
authorized to undertake collaborative work with foriegn researchers and 
institutions. 

3 . In Attachment 4 I provide detailed information about how the addition 
funds ($28,000 from the Bank and 70,000 Canadian dollars from IDRC) will be used 
(note that 70,000 Canadian dollars is equivalent to about 54,000 U.S. dollars - I 
apologize for not clarifying this in my previous memo) . Attachment 5 provides a 
summary of the use of RSB funds to date, including how much remains to add to the 
$98,000 of new money. Finally, Attachment 6 contains a fax from Randy Spence at 
IDRC confirming their commitment to providing an additional 70,000 Canadian 
dollars for the project (cf. pararaph 2 of the fax). 

4. An updated work program is found in Attachment 7. 

Finally, of the additional $28,000 I am requesting from RSB, I would like 
$8 , 000 to be allocated to FY94 and $20,000 to be allocated to FY95 . The project 
should be completed by June 30, 1995 . 

cc : Emmanuel Jimenez (PRDPH) 
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File Title Barcode No. 
Project Management Records - Impact of Market - Oriented Policy Reforms on Households in Rural 
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Document Date 

NIA 
Correspondents / Participants 

Bai N ansheng 

Subject / Title 
Resume 

Exception(s) 
Personal Information 

Additional Comments 

Document Type 

CV /Resume 

1674602 

The item(s) identified above has/have been 
removed in accordance with The World Bank 
Policy on Access to Information or other 
disclosure policies of the World Bank Group. 
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Shiri Alon 

Date 

April 19, 2017 

Archives 01 (March 2017) 
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Attachment 4 

Budget Summary 

1. Total budget for costs to be incurred in China by the Chinese-side: 

IDRC Contribution 

From World Bank 

$Cdn 100,000 
($US 80,000) 

$Cdn 70,000 
($US 56,000) 

$Cdn 30,000 
($US24,000) 

2. Costs of North American team for Pretesting (airfare plus local costs) 

From World Bank $US 10,200 

3. Costs of North American team for Training & Survey Implementation 
(airfare plus loca costs) 

From National Science Foundation 
From World Bank 

4. Costs of Chinese team to visit North American for one month 

From National Science Foundation 
From World Bank 

5. Costs of data-base construction and research assistants 

From World Bank 

Total From World Bank 

Of which : New Funds 
Previous Funds 

$US 14,335 
$US 4,400 

$US 10,000 
$US 5,000 

$ us 5,000 

$US 48,600 

$US 28,000 
$US 20,600 



Revised Budget for RCRE 
( in RMB) 

1993 1994 1995 Total 

Survey Preparation 

1. Pretesting Includes travel, room & 25,000 25,000 
board, labor costs for 5 
people, not to exceed 
30 days 

2. Revision of Includes travel, room & 17,400 17,400 
Questionnaire board, labor costs, etc. 

3. Printing of Village (100 copies); 
Questionnaire Household (1650 copies) 18,000 18,000 

4. Revising surveyors's 5,000 5,000 
Handbook 

5. Printing Surveyor's 4,000 4,000 
Handbook 

Survey Implementation: 1080 households: 6 x 100 plus 24 x 20 

1. Compensation for 20 yuan/day*15 days x 30 9,000 9,000 
Village Accountants 

2. Village Coordinators 20 yuan/day x 25 days x 9,000 9,000 
in Base villages 3 per village x 6 

3. Village Coordinators 20 yuan/day x 20 days x 9,600 9,600 
in Outlying villages 1 per village x 24 

4. Compensation for 10 yuan/day x 2 days x 21,600 21,600 
Households 1080 households 



1993 1994 1995 Total 

5. Surveyor costs 55 days/person x 16 people/ 
team x 3 teams (2640 days) 

Board & lodging 25 yuan/day x 50 days x 48 66,000 66,000 
surveyors 

Wages 20 yuan/day x 50 days x 48 48,000 48,000 
surveyors 

Transportation 200 yuan/surveyor x 48 9,600 9,600 

6. Data entry personnel 55 days/person x 4 people/ 
team x 3 teams (660 days) 

Board & lodging 25 yuan/day x 55 days x 12 16,500 16,500 
date-entry personnel 

Wages 50 yuan/day x 55 days x 12 33,000 33,000 
data-entry personnel 

Transportation 200 yuan/surveyor x 12 2,400 2,400 

7. Supervisors 55 days/person x 4 people/ 
team x 3 teams (660 days) 

Board & lodging 25 yuan/day x 55 days x 12 16,500 16,500 
date-entry personnel 

Wages 50 yuan/day x 55 days x 12 33,000 33,000 
data-entry personnel 

Transportation 200 yuan/surveyor x 12 2,400 2,400 

8. Local Transportation 50 yuan/day x 45 days x 5 11,250 11,250 
for North American 
team 

9. Reserve Fund 12,000 12,000 



1993 1994 1995 Total 

Training Expenses 

1. In Beijing 12 supervisors plus 12 
data-entry personnel 

Board 15 yuan/day x 15 days x 24 5,400 5,400 

Wage subsidies 25 yuan/day x 15 days x 24 9,000 9,000 

Transportation 50 yuan/person x 24 1,200 1,200 

2. On-site 48 surveyors plus 6 organizers 

Board 25 yuan/day x 15 days x 54 20,250 20,250 

Wage subsidies 15 yuan/day x 15 days x 54 12,150 12,150 

Transportation 30 yuan/person x 54 1,620 1,620 

Researcher Expenses 

1. Research/Workshops Includes on-site expenses, 4,000 6,000 4,000 14,000 
board & lodging, 
transportation, etc. 

2. Outside consultants 5,000 10,000 5,000 20,000 

3.Collection of historical 5,000 5,000 10,000 
materials 

4. Data base development 3,000 4,000 7,000 

and management 



1993 1994 1995 Total 

Office Expenses 

1. Telephone/fax/postage 4,000 6,000 3,000 13,000 

2. Printing/xeroxing 3,000 7,000 3,000 13,000 

3. Supplies 3,000 6,000 3,000 12,000 

4. Secretarial 5,000 5,500 5,500 16,000 

Direct Expenditures: Total 80,400 415,970 27,500 523,870 

Indirect Expenditures (12%) 9,648 49,916 3,300 62,864 

Total in RMB 90,048 465,886 30,800 586,734 

Total in Canadian $ 13,674 70,748 4,677 89,100 

Other Expenditures in Canadian $ 

Equipment (computer equipment, printers, 10,900 10,900 
software) 

Total 100,000 
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International Development Research Centre 
Centre de recherches pour le developpment international 
Regional Office for Souttiwst and East Asia/8ureau Regional pour l'Asie du Sud-Est et de !'Est 
Tanglin p O Box 101 , Sinqi;li;ic;>r� a, ?4/?th Stnn,)1, RELC Quilding. 30, 01'-!., 'Ii" G, vv,;: �U<:10, ;;:,1ngapore 1025. 
101: �;:;::,1344 Co1ble: IDRECENTRE Telex: SINIDRC RS 21076 FAX: 2351849 

C A N A O I\ 

To: Paul Glewwe 

From: Randy Spence 

Our Rei: 

Subject: 91-0284 

Dear Paul 

FACSIMILE TRANSMISSION 

Fax No.: 202-477 0174

Date: 4 October 1993 

Your Ref: 

Pa.ges: 1 

Following my recent trip to Beijing, I believe it may be possible for the Rural 
Economic Survey project with Loren Brandt and the Research Centre for Rural 
Economy to start in the near future. 

I previously made a commit'tment to provide $70,000 (Canadian), and this commitm.ent 
stands. I believe I can aq,d 10% for> overhead, if the ppojoct i8 a.dminifite1•i!d 1,y Lhe 
Depactment of Economics, University of Toronto. 

As I understand, there are still details to work out and approvals of the proposal to 
be got from the Ministry of Agriculture, SSTC and IDRC. I do not anticipate any 
approval problem here, as the project is very familiar. 

If all else goes well, I hope work can begin by the start of 1994. I would be grateful 
if you would also send a note, when time permits t indicating youl' support for the 
project. 

Best wishes. 

cc : Pl'of Loren Brandt ( 416-978 6713) 

WRS/et 



~:30AM U ~ c- T ECONOM ICS 

Attachment 7 

Tentative Timetable 

I. Feb.-March, 1994 --- Pretesting and revisions to housel10ld and village-level 
questionnaires, including 4-6 week visit by North American 
team to China; investigation into historicaJ matetials in county 
archives and in villages 

11. April-May, 1994 --w Revising data-base program used for data entry, making local 
preparations for implementation of survey, printing of 
questionnaires and manuals 

III. June, 1994 --- Training of surveyors and data-entry personnel 

IV. July-Aug., l 994 --- Implementation of household and village-level questionnaires; 
collection of historical materials 

V. Sept_-Nov., 1994 ·-· Development of household and village-level data bases; Loren 
Brandt will assmne responsibility for this work, which will be 
carried out in Toronto 

Vt Dec. 1994 RCRE will be provided with a copy of the data base. 

P.8 

VII. Jan-Feb. 1995 RCRE personnel will visit Toronto for purposes of collaborative 
research 

YIU. March-June Preparation of repo1is for the project 



The World Bank/IFC/MIGA 
0 F F I C E M E M O R A N D U M 

DATE: September 16, 1993 11:47am EST 

TO: Shahid Yusuf 

FROM: Paul Glewwe, PRDPH 

EXT.: 31102 

( SHAHID YUSUF) 

( PAUL GLEWWE) 

SUBJECT: Request for supplementary funding for RPO 677-16 

Thank you for your response to me dated September 9, 1993, on this 
matter. I will prepare all the materials that you are requesting in the next 
week or two. 

CC: Emmanuel Jimenez ( EMMANUEL JIMENEZ) 
CC: Institutional ISC Files ( INSTITUTIONAL ISC FILES) 



THE WORLD BANK/IFC/MIGA 

OFFICE MEMORA1~DUM 

DATE: 

TO: 

FROM: 

EXTENSION: 

SUBJECT: 

September 9, 1993 

Paul Glewwe PRDPH 

82339 

lementar 
in Rural China," 

"The Im act of Market-Oriented Polic 

I am writing with regard to your request for additional funding 
from the Research Support Budget for the above project. The Research 
Committee provides supplementary funds to research projects already 
supported by RSB monies, however, only in exceptional circumstances. 

I am familiar with the administrative events and management 
actions which led to the problems you describe, and understand the 
difficulty in conducting research under these circumstances. It is 
unlikely that any amount of redirection or negotiation could have 
produced a satisfactory outcome and I believe that your decision to end 
collaboration with the Chinese Land Tenure Institute was necessary. 

The means you are proposing to deal with these changes appears 
satisfactory, and I expect that an extension and supplementary funding 
are appropriate. Given the past problems in management of the field 
work, we would need some evidence that your new associate will be 
willing and able to carry out that work, and that the new work program 
and budget is frugal but adequate. To ascertain this, I will need some 
information, as outlined below: 
1) A curriculum vitae, or other professional summary for Mr. Du Ying, 
focusing in particular on his experience and training in managing, 
training interviewers, and conducting rural household surveys; 
2) some information on the Research Centre on Rural Economy, including 
its current mandate, staff, work program, financial status, and any 
governmental support and restrictions; 
3) details on your proposed use of the $98,000 budgetary increase, and 
a summary of the use of the RSB funds to date; and 
4) an updated work program that outlines the tasks remaining and a 
schedule for their completion. 

Any approval would require confirmation by the IDRC of the 
additional $70,000 contribution indicated in the proposal, and by PRD of 
the additional stafftime required and of the necessary resources to 
maintain Bank access to the resulting data base. 

Upon receipt of this information, I can assure you that I will be 
able to make a quick decision on your request. 



Paul Glewwe, OPH 2 September 9, 1993 

cc: E. Jimenez, PRDPH; C. Else, E. Thomas, RAD; Research Committee 
members 



THE WORLD BANK/IFC/MIGA 

OFFICE MEMORANDUM 

DATE: August 30, 1993 

TO: Shahid Yusuf, RAD 

FROM: 

EXTENSION: 

Paul Glewwe, PRDPH 

31102 

fl\ C IVEO 
UG l 1 

fi'ESEAACH AD\IISO~Y STAFF 

SUBJECT: Request for Addition Funds for Research Proposal on Market Reforms in 
Rural China 

As we have discussed informally, my research project entitled "The Impact 
of Market-Oriented Policy Reforms in Rural China" (RPO 677-16), has encountered 
some serious problems. In this memo I would like to explain the problems, and 
how I (together with my academic consultants) have decided to resolve them. 
However, this requires two things from RAD: 1. Extending the time of the project 
considerably; and 2. A request for some additional funds to pay for additional 
travel and some equipment costs. 

First, a brief explanation of the problems we experienced. Our main 
problem was working with our counterpart agency in China, the Economic Research 
Centre in the State Planning Commission. We originally chose them as a 
counterpart because they appeared to be the agency most receptive to doing the 
kind of research we were proposing, and the Director, Mr. Huang Fan Zhang, was 
very accomodating. However, the real counterpart agency that was assigned to us 
was the Land Tenure Institute, whose staff were much less accomodating than what 
we had been led to expect. We also later found out that the Land Tenure 
Institute was not under the control of Mr. Huang, so his influence on them was 
limited (or so he claimed). Consequently, our relationship with our assigned 
counterpart, Mr. Li Bei-Fang of the Land Tenure Institute, was never very good, 
but for as long as possible (most of calender 1992) we continued working with him 
even though it was not easy. 

In October, 1992, we were almost ready to proceed with the major piece of 
work in China, implementation of a household survey in selected villages in Hebei 
and Liaoning. The Land Tenure Institute was in charge of recruiting interviewer 
trainees, and we soon discovered that the trainees they had selected were 
completely inappropriate. The problem was not their technical skills, but rather 
their indifferent attitude toward the work. They complained that the work was 
too hard and that the training was too demanding. At one point they refused to 
come to classes, and many "disappeared" for long periods of time. Instead of 
helping us enforce some discipline, the people at the Land Tenure Institute 
essentially suggested that we lower our standards and, effectively, compromise 
the quality of the data to be collected . We refused to do so, and entered a 
period of several months of (eventually fruitless) negotiations. Finally, in 
April, 1993, we pulled out of the project. I think that the fundamental 
underlying problem here was that our Chinese counterparts were not really 
interested in our work but rather saw us as a money-making opportunity. 



In April 1993, we had almost abandoned all hope and were going to return 
all unused RPO funds back to RAD. However, I was travelling to Viet Nam that 
month so I stopped for a couple of days in Beijing to visit with a potential new 
counterpart, Mr. Du Ying of the Research Centre on Rural Economy (RCRE) . RCRE 
has only recently "reappeared" after Tian An Men, and in its previous 
reincarnation (Research Centre for Rural Development - RCRD) was an excellent 
research institute . I was very impressed with Mr. Du. He appeared much more 
knowledgeable about China's rural economy and much more interested in our 
research than anyone at the ERG or the Land tenure Institute. He also went out 
of his way to try to find ways to keep the cost of the project low. I've also 
heard very favorable things about him within the Bank (see attached memo from 
Richard Burcroft). 

If you recall , much of the funding for our project came from Canada's 
International Development Research Centre (IDRC). IDRC has agreed to contribute 
another $70,000 to get this project back on track using RCRE as our new 
counterpart agency. However, we need a little more from the Bank as well, 
because a new field test must be undertaken, and this involves at least 2 more 
trips by me to China, as well as some costs to the Chinese. Thus I would like to 
ask for $28,000 for RAD, $5,000 this fiscal year and $23,000 in FY95 . We 
anticipate data collection next surruner (1994). Finally, we would like to move 
the projects closing date from April, 1994, to June 30, 1995. 

If you have any questions or comments, please feel free to contact me. I 
will be away on mission September 1-19. If you want to contact me before I 
return, you can find out from my secretary (Patricia Cook x33902) how I can be 
reached . 



A L L - I N - 1 N O T E 

DATE: 29-Apr-1993 Ol:45pm 

TO: Paul Glewwe 

FROM : Richard Burcroff II, AGRAP 

EXT . : 30366 

( PAUL GLEWWE) 

( RICHARD BURCROFF II) 

SUBJECT: RE: Du Ying of the Research Centre on the Rural Economy 

Dear Paul: 

Du Ying is an experienced policy advisor, coming from the State 
Council's old Research Center for Rural Development (RCRD) before 
it was broken up. He also has been involved in a large number of 
rural survey projects, though I'm not sure in which capacity . 
However, he is a smart administrator and quite straight forward . 
I'm sure that if he doesn't feel qualified for the job, he would 
find people in his unit or amongst other colleagues formerly 
associated with the old RCRD who could design and manage credible 
surveys . Have you talked with Dai Xiaoqing or Chen Xiwen? 

Richard 





A L L - I N - 1 N O T E 

DATE: 29-Apr-1993 Ol:45pm 

TO: Paul Glewwe 

FROM: Richard Burcroff II, AGRAP 

EXT . : 30366 

( PAUL GLE\JWE) 

( RICHARD BURCROFF II) 

SUBJECT: RE: Du Ying of the Research Centre on the Rural Economy 

Dear Paul: 

Du Ying is an experienced policy advisor, coming from the State 
Council's old Research Center for Rural Development (RCRD) before 
it was broken up. He also has been involved in a large number of 
rural survey projects, though I'm not sure in which capacity. 
However, he is a smart administrator and quite straight forward. 
I'm sure that if he doesn't feel qualified for the job, he would 
find people in his unit or amongst other colleagues formerly 
associated with the old RCRD who could design and manage credible 
surveys. Have you talked with Dai Xiaoqing or Chen Xiwen? 

Richard 



THE WORLD BANK/IFC/MIGA 

OFFICE MEMORANDUM 

DATE: 

TO: 

FROM: 

EXTENSION: 

SUBJECT: 

March 3, 1993 

Paul Glewwe, PRDPH 

Gregory K. Ingram, trator, Research Advisory Staff 

31052 

Request for fiscal year transfer of funds {RPO #677-16) 

In response to your memorandum of March 1, I have approved your 
request to transfer into FY94 ten percent of your FY93 budget allocation 
($3,480.00). This is consistent with policies of the Research Support 
Budget with regard to RPO management. 

cc: E. Jimenez, PRDPH; c. Else, v. Mataac, E. Thomas, RAD 



The World Bank/IFC/MIGA 
0 F F I C E M E M O R A N D U M 

DATE: March 1, 1993 09:18am EST 

TO: Gregory Ingram 

FROM: Paul Glewwe, PRDPH 

EXT.: 31102 

SUBJECT: Budget Reallocation - RPO 677-16 

( GREGORY INGRAM) 

( PAUL GLEWWE) 

As per the rules for reallocating RPO budgets, I would like to move 10% 
of the FY93 funds for RPO 677-16 ("Impact of Market-Oriented Policy Reforms on 
Households in Rural China") to FY94. This involves $3400 (i.e. 10% of $34,080). 

The main reason for this is that we have had difficulty in dealing with our 
Chinese collaborators on data collection, which has delayed data collection. 
This delay will (hopefully) be resolved by mid-April. Sorry for the 
inconvenience, since I know that you would rather have the money spent this 
fiscal year. 

cc: Emmanuel Jimenez ( EMMANUEL JIMENEZ) 
cc: Institutional ISC Files ( INSTITUTIONAL ISC FILES) 



The World Bank/IFC/MIGA 
0 F F I C E M E M O R A N D U M 

DATE: October 28, 1992 12:11pm 

TO: Paul Glewwe 

FROM: Gregory Ingram, RAD 

EXT.: 31052 

SUBJECT: RE: Delay in China RPO 67-716 

( PAUL GLEWWE) 

( GREGORY INGRAM) 

As you know, you have the right to shift up to 10 percent of your 
FY92 RSB funds to FY93, assuming that your project already 
extends into FY93. Shifting more that that is subject to 
negotiation. Extending project deadlines is also subject to 
negotiation, but unforeseen delays from unexpected events (e.g., 
the Gulf War) constitute a good reason. I do not know why your 
project has been delayed, but no exogenous shocks spring quickly 
to mind. With respect to additional project funding, we continue 
to be very reluctant to give supplementary funding simply because 
of a delay. 

CC: Emmanuel Jimenez 
CC: Clara Else 
CC: Institutional ISC Files 

( EMMANUEL JIMENEZ) 
( CLARA ELSE) 
( INSTITUTIONAL ISC FILES) 



A L L - I N - l N O T E 

DATE : 28-0ct-1992 11:40am 

TO: Gregory Ingram 

FROM : Clara Else, RAD 

EXT.: 31049 

SUBJ ECT: RE: message from glewwe 

( GREGORY INGRAM) 

( CLARA ELSE) 

Was the need to renegotiate the agreement for data 
collection really an exogenous shock, i.e . to what extent did 
they prepare inadequately and to what extent were agreements 
broken by the Chinese? That would determine the extent to which 
they are eligible for waiver of the 10% restriction . 

I do not believe that this constitutes grounds for a 
supplement, regardless of the source of the delay, however, and 
would prefer to respond quickly to the note in order to quash any 
misunderstanding on this. 

On the issue more generally, the reorganization may itself 
constitute an exogenous shock to many of our RPOs that could 
result in carry-forward and extension requests. Although it may 
well justify them, this will only exacerbate the RSB FY93 
allocations problems . I would prefer to stick to relatively 
strict precedents on this , with the hope that this could be a 
(small) source of additional pressure to allow the 3 new VPs to 
support some research. Is it possible to address this issue 
with Larry and Nancy before it arises in the specific? Getting a 
small crack in the doorway would be an important victory, but 
saying no could also just create a bigger loss in unexpended FY93 
funds. 



The World Bank/IFC/MIGA 
0 F F I C E M E M O R A N D U M 

DATE: October 28, 1992 09:36am 

TO: Gregory Ingram 

FROM: Paul Glewwe, PHRPA 

EXT.: 31102 

SUBJECT: Delay in China RPO 67-716 

( GREGORY INGRAM) 

( PAUL GLEWWE) 

Due to the need to renegotiate the agreement for data collection with 
our Chinese counterparts, this project will experience some delays of at least 6 
months. I will not have details of a new timetable until early December, but I 
probably would like to: 1. Move some funding from FY93 to FY94 (the amount will 
not be very big, about 10,000 to 20,000); 2. Get some additional money (about 
10,000 to 15,000), most likely to be spent in FY93. It may be that what I 
really want is to leave FY93 the way it is but to get 10,000 to 20,000 new money 
for FY94 - I should know in about 6 weeks. I am letting you know now so that I 
can get a better idea of what is feasible and the best mechanisms for making 
changes. Sorry I only contact you with bad news, but it is really true that no 
news is good news. Paul. 

CC: Emmanuel Jimenez ( EMMANUEL JIMENEZ) 
CC: Institutional !SC Files ( INSTITUTIONAL !SC FILES) 



A L L - I N - 1 NOTE 

DATE: 28-0ct-1992 11:40am 

TO: Gregory Ingram 

FROM: Clara Else, RAD 

EXT.: 31049 

SUBJECT: RE: message from glewwe 

GREGORY INGRAM 

CLARA ELSE ) 

Was the need to renegotiate the agreement for data 
collection really an exogenous shock, i.e. to what extent did 
they prepare inadequately and to what extent were agreements 
broken by the Chinese? That would determine the extent to which 
they are eligible for waiver of the 10% restriction. 

I do not believe that this constitutes grounds for a 
supplement, regardless of the source of the delay, however, and 
would prefer to respond quickly to the note in order to quash any 
misunderstanding on this. 

On the issue more generally, the reorganization may itself 
constitute an exogenous shock to many of our RPOs that could 
result in carry-forward and extension requests. Although it may 
well justify them, this will only exacerbate the RSB FY93 
allocations problems. I would prefer to stick to relatively 
strict precedents on this, with the hope that this could be a 
(small) source of additional pressure to allow the 3 new VPs to 
support some research. Is it possible to address this issue 
with Larry and Nancy before it arises in the specific? Getting a 
small crack in the doorway would be an important victory, but 
saying no could also just create a bigger loss in unexpended FY93 
funds. 



A L L - I N - 1 N O T E 

DATE: 28-0ct-1992 10:51am 

TO: Clara Else 

FROM: Gregory Ingram, RAD 

EXT.: 31052 

SUBJECT: message from glewwe 

( CLARA ELSE) 

( GREGORY INGRAM) 

Take a look at attached and let's discuss. 



THE WORLD BANK/IFC/MIGA 

OFFICE MEMORANDUM 

DATE: 

TO: 

FROM: 

EXTENSION : 

SUBJECT: 

February 4, 1992 

Paul Glewwe, PHRWH 

Gregory K. Ingram, Administrator, Research Advisory Staff 

31052 

Research proposal: "Impact of Market-Oriented Policy Reforms on 
Households in Rural China" 

A subcommittee of the Research Committee has recommended approval of 
the above proposal at the full $59,175 budget requested, subject to the 
relatively minor conditions outlined below . I am pleased to inform you 
that I have accepted their recommendation. 

This approval is predicated on the ancillary contribution by PHR of 
8 staffweeks of a staff economist and 6 weeks of a research assistant over 
the three fiscal years of the project, and of the necessary resources and 
communication to maintain access to the resulting data base. 

The subcommittee has asked that the data collected be sufficiently 
specific to allow individual farm household models to be fitted. Th i s 
will require collection of data on, inter alia, expenditures of cash and 
time (by labor category) for each task, by crop, and on wage and pr i ce 
changes over the year. 

Please note that you will be allowed to vary the i nitial FY92 
allocation by only 10 percent hereafter: you may defer use of up to 10 
percent of the FY92 budget which you now set for use in FY93, or draw into 
FY92 from the FY93 authorization an amount up to 10 percent of the FY92 
allocation. Any such changes in the budget must be made by the March 13th 
deadline. 

Since FY91, RPOs have been treated in the same manner as other World 
Bank accounts. Funds not committed and disbursed by the fiscal year 
deadlines will be lost to both your project and to the Research Support 
Budget. Thus I would ask you to carefully review the current status and 
timetable of the work program, reconfirm consultant fees, travel and 
equipment prices and data costs, calculate the corresponding budget and 
make adjustments to the fiscal year allocations. As your total RSB 
funding is limited to $59,175, you may need to plan to marginally 
reallocate commitments and expenditures from the RSB account to divisional 
accounts. 

If you have any questions about the RSB budget process that cannot 
be answered by your department's budget officer, please contact Vilma 
Mataac, the Budget Officer in charge of the Research Support Budget, at 
extension 3-1030. 



Paul Glewwe, PHRWH 2 February 4, 1992 

The following account and financial authorizations are issued for 
your project: 

i) Identification code (RPO#) 677-16 

ii) FY92 authorization $ 7,595 

iii) FY93 authorization $34,080 

iv) FY94 authorization $17,500 

v) Total authorization $59,175 

Expenses related to the project may be charged to the above account 
number up to the total amount authorized. Please use the account number 
as an identification code in all documents relating to the project. 

Given that the project is expected to be completed on April 30, 
1994, that will be the last date to make financial commitments against the 
account. The account will remain open for four months after the 
completion date to allow for disbursements against outstanding 
commitments. 

You are required to file a completion report on the project no later 
than four months after its closing date; forms for this purpose may be 
obtained from this office. 

cc: A. Hamilton, PHRDR; E. Jimenez, PHRWH 
s. Shah, C. Else, E. Thomas, V. Mataac, J. Kipnis, RAD ; 
M. Bellinger, ORGHD; R. Salandy-DeFour, ACTAS; C. Ramirez, ACTAB; 
Research Committee members 



Paul Glewwe, PHRWH 3 February 4, 1992 

2/4/92 

Greg: 

Paul has indicated that although the Bank will have unlimited access to 
the data, the database will reside at U. Toronto. He also is checking on 
the public access issue, but indicated that the Chinese government has 
been very sensitive about the breadth of access already, aside from full 
public disclosure. Please note that the RSB will provide only a third of 
the funding for the project (although, with PHR staff contributions, the 
Bank is funding closer to two-thirds). 

My inclination is to require only continued Bank access, not full public 
disclosure and access, with the understanding that Glewwe has enough at 
stake with us that he will work towards the latter if possible. If you 
disagree, however, I can hold this for a formal responses from him in this 
regard. 

Clara 





WORLD BRNK - ERPVP 

---=~~-.,=.,f"EB- 03-'92 MON 15: 21 I I' . 'ORLD BRt~K - ERPVP FRX N0 :1 202 A?? 0159 , - 1=*084 P01 
(/ 7 . 

WORLD BANK RESEARCH PROGRAM 
s1t;·~ 

REQUEST FOR RESEARCH SUPPORT (RSB) FUNDING 
lfJ-t)~1-

REGIONAL CONSULTATION FORM f f4?}~ I eur.Pc,SL This form is c!G$igngd to r.ogk the com:-nents of regionai chief Gconomists on rasaarch proposals that will involve their 
eountrl~s or regions. Its p1Jrpose is to allow the Rssearch Committe~ to assess thg ext1rnt of region.I coordination and 
support tor 1he proposed study. 

RESEARCH .PROPOSAL Tl"('LE: 
Impart "' l'faJ:·Ret-Oriented Policy Reforms on Households in Rural China 

,,.- ' 
, ~ ~:3ACGVERAGE: 

rthina 

'-------
C(")MMENTS BY CHIEF ECONOMIST: 

Please indiceits whsther you are satidied with the level <"l'ld form of coordination and liaison und - ker by the proje¢t 
sponsors with the relevant operational units in your region. Also indicate any expression of $upport a.nd in case of no 
support, please state tha reasons; 

We would eupport the proHosal. owever 1 to derive sc1n1e c.1perational benefits from 
•·his work and to moderar:e its "p re re::iearch 11 bias, we would stl·ongly urge the 
a-.::tho:rs t o take due a cco·mt of t he points made both in ?-lr. s, Yusuf' s memo of 
No•Jember 5 , 1991 a nd t:ht~ one f r o.n E.C . Hwa whic h i5 att,:1cb.ed. 

CHIEF ECONOMIST'S NAME (PleNl S(I typg)· 

I !nod Thomas, EAPVP 

I Frida Jo~ane;en~ .Act:Log -~~~·-A.l_'v_:e __ 

·--~- - - _ .. _____ -
I SIGNATURE: 

'J 
'· .. .k~r~f..,~ ·' ~~--~-- - -

• ., • hi,:; fer •a lht! Secrc t•r v to lh~ At! ~1>arch C ., { 'nitt~~ J015 ) by J a:nuary 21 
,.. ... 
'1"· 

! DATE: 

I 
I 2;3;92 

(c:.o.b). 



· ---...FEB-03- '92 MON 16:21 ID:lAIORLD BANK - EAPlJP FAX NO: 1 202 477 0169 ~i084 P02 

..... _ 

TIIE ' ' · A.N"t{/ r r" I MIGA 

~-y ~I(~ I EMOR~ANI)UM 
!>ATE: January 31, 19 9 2 

Sh~ i d Yusuf, Leatl Economist, EA2DR 
c~ 

FRO},. 1 C. Hwa 

suBJ1c,·-r, [.:omments on Rtseu·ch Proposal "Impact of Market-Oriented Polic:x Reform on 
ll@lH~holds in R,ural China" 

--· 
1 . This 1nvestigation should be a useful contribution to our 
unders t anding of t"h.e behavior of rural ho1.1sehold :1.n China. The stttdy's 
at empt to build the "micro" economic foundation of the aggregative rural 
economy is particul arly welcome. 

2. The study appears to be. very ambitious, both in term.a of its 
data design and expected research outputs, I have three collllllents: 

a) To what extent the r1uearch results ba5 e d upon two No1:thern 
provinces can be generalized to the level of agricultural poliey 
formation a t th& national level, whic.h 1s onw of the ke.y 
objectivu of th:l.s study'? 

To be. fa:i.r to the proposal, this is probably a question facing 
most inv&stigations in Chita, given the size of t he country and tha 
increasing diversities in i:1olicy .S6tting a.t the local ).evel. 
Nevn-rt:heless, it se,em.s that the researchers should try to addi:-ess this 
question at the outset Qf t;he x-esea.rch design. 

b) A.lthC>ugh alluded to the colle\;tion of key time. series data, 
the stud)r i8 goirlg to be p: i marily based upon cro9.s • sect.tonal 
surveys . If th1~1 is so, it is not char that we can distill 
from thf.~: study i.mpa.cts of ce:rt:ain key pol icy changes on rural 
ho\1s~hold behavfor, such as changes in institutional settings, 
and 1n :l.nput and output prices (un le:u they ~.;ary sufficiently 
ac.ross hcmseholds, vhich is doubtful) . 

3 . One of the stated goals of this study i.s to improve agricultural 
pol icies. It would be hclJ>ful if the author could gi~e a brief discussion 
of present Chinese agrieultural policy $ett1ng , i t$ likely shortcomings, 
its relevance to aericultural performance etc . 1 in ordeJ; to better anchot' 
the proposal. 

E, C.Hwa:cwb 



The World Bank/IFC/MIGA \ 
OFFICE MEMORAN~~M 

DATE: January 21, 1992 02:15pm 

TO: Ravi Kanbur 
TO: Gregory Ingram 

FROM: Wilfred V. Candler, OEDDl 

EXT.: 31726 

SUBJECT: China Research Proposal 

f1 
I ,, ,. ...... -.. ~ ... ..... ....,.. 

2 \992 

R,YN'J H tD'A\N\$W1il t OEPARTMEN1 
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( RAVI KANBUR) 
( GREGORY INGRAM 

( WILFRED V. CANDLER) 

1. I agree with your bottom line. I believe that though 
reviews #3 and #4 were critical, the authors rebuttal was 
convincing. 

2. I believe that the Research Committee should be assured, 
however, that labor and cash flow profiles will be collected in 
sufficient detail to allow individual farm household models to be 
fitted. {That is time, by labor category, and cash spent on 
particular, crop by crop, tasks. And wage rate, and price 
changes over the year.) This would allow a check as to whether 
the econometrically predicted behavior makes sense when viewed 
from the perspective of an individual household. With this 
reassurance, I would support the application. 

CC: Clara Else 
CC: Julio Kipnis 

( CLARA ELSE) 
( JULIO KIPNIS) 
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TO: Gregory Ingram 
TO: Wilfred V. Candler 

FROM: Ravi Kanbur, RAD 

EXT.: 31056 

SUBJECT: China Research Proposal 

( GREGORY INGRAM) 
( WILFRED V. CANDLER 

( RAVI KANBUR) 

1. I gather that we are the sub-committee for the Research 
Proposal "The Impact of Market Orientd Policy Reforms on 
Households in Rural China". I have now read through the 
documentation, and my reactions are as follows. 

2. When I read through the proposal, my first reaction was 
that this was a cost effective way for the Bank to get into a 
data collection and analysis effort. The proposal did not spell 
out in detail the methods of analysis to be used, but it is clear 
that a standard "modified Singh-Squire-Strauss" methodology will 
be used. To my mind this is sufficient for a proposal of this 
size, if one has confidence in the researchers, which I do. 

3. The negative reviews (#s 3 and 4) concentrated on two 
issues--lack of a clearly stated methodology of analysis, and the 
existence of other data sets. I feel that the sponsor's responses 
are adequate. What we will get is preliminary analysis of a new 
data set-- a more detailed proposal can be submitted at a later 
stage. On other data sets, I think the sponsor's response is also 
adequate--this data set will be collected anyway, there are 
problems with the other data sets, and getting the perfect design 
for an all China survey is not a realisitc prospect for many 
years to come (indeed, this experience with applying the Bank's 
LSMS methodology to a part of China will be useful in any future 
all China effort). 

4. Finally, the proposal has Regional support. 

5. For these reasons, I think we should go ahead and 
support this proposal, although RAD staff may wish to negotiate 
with the sponsor to shift as much expenditure as possible into 
FY93 and FY94 (the expenditure in FY92 is in any case relatively 
small) . 

6. If you agree with this assessment, I propose that Greg 
goes ahead and approves the project--no need to meet, is there? 

CC: Clara Else 
CC: Julio Kipnis 

( CLARA ELSE) 
( JULIO KIPNIS 



THE WORLD BANK/ IFC / MIGA 

OFFICE MEMORANDUM 
DATE: January 14, 1992 

TO: Messrs. Ravi Kanbur, RAD and Wilfred Candler, OEDD1 

FROM li Ki .Y : Ju o pn1.s, RAD 

EXTENSION: 31063 

SUBJECT: Research Proposal : "The Impact of Market-Oriented Policy Reforms on 
Households in Rural China" 

Thank you for agreeing to serve on the subcommittee in charge of 
evaluating the above research proposal for the Research Committee. 
Enclosed is the proposal and all related materials . A meeting to 
discuss this proposal with Mr. Ingram has been tentatively set for 
Wednesday, January 22nd at 10:30 in Room S-3033. 

Again, many thanks! 

:et 

Attachments 

cc: G. Ingram, RAD (w/enclosures) 
C. Else, RAD (w/o enclosures) 
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SUBJECT: Response to Reviewers' Comments on Research Proposal on Rural China 

Please find attached our detailed responses to the reviewers' comments on 
the research proposal entitled "The Impact of Market-Oriented Policy Reforms on 
Households in Rural China," which I submitted to the Research Committee in early 
November, 1991. We look forward to hearing from the Committee. If you have any 
questions , please contact me at any time. 
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Response to Reviewer's Comments 

We will respond to the four reviewer's comments in the order of the 
reviewers . 

Reviewer #l This reviewer had almost nothing negative to say about the proposal, 
and indeed was very supportive of it. While acknowledging that we have not 
presented a detailed model of the environment faced by rural households in China, 
the reviewer recognizes that Loren Brandt and Barbara Sands are well qualified 
both in economic modeling and econometric testing. 

Reviewer #2 This reviewer also strongly supported the proposal . The one worry 
of this reviewer is that choosing the sample so as to match our data with those 
from the 1930's may restrict us from choosing a more interesting sample. Our 
response is threefold: 1. We believe that the areas we intend to sample will 
prove more than adequate to support the analyses we envision (for more detail see 
the comments to reviewer 4 below); 2. Not only will we have data from the 1930's, 
but we will also have village-level time series data from the Land Reform (1949-
50) to the present (see p.10 of our proposal); and 3. The only way to find out 
how useful making comparisons of the same areas between the 1930's and the 1990's 
would be to try it and see what happens, and that is what we intend to do. 

Reviewer #3 This reviewer, while generally supportive, feels that the proposal 
needs to be more fully developed. Specifically, more details are requested on 
the hypotheses to be tested, the economic model(s) to be used, and the 
econometric procedures to be employed. We clearly admit that we have not 
provided such details. We have done so not because we are lazy, but because so 
little is known about conditions faced by households in rural China that one 
needs to look at the data before one can set out the appropriate model in full 
detail. Unlike almost all other research proposals funded by the Bank, the data 
we intend to use have not yet been collected, so we cannot take a preliminary 
look at the data to help us focus on the details of the environment faced by 
rural Chinese households. This is why we cannot lay out exact models and 
econometric procedures at this time. Given this situation, the only way to 
provide more modeling and econometric details is to write out many models, one 
for each possible "state" that we may find when we examine the data. But the 
number of possible states is rather large, too large to work out all the details 
for each state. Still, we provide here a general discussion of how we will deal 
with some difficulties that we are likely to encounter, and at the same time 
answer many of the specific issues raised by this reviewer. 

The most important methodological reservation raised by this reviewer is 
that although there are standard ways of dealing with such problems as rationing, 
dual prices, migration and differences between returns to on- and off-farm labor, 
it is more difficult to deal with these problems all at once. 1 Our approach, 
which is similar to that adopted by Jacoby (for reference see our proposal), will 
be to first carry out analyses on household production activities, and then use 

1The reviewer also mentions restrictions on migration. We find this curious 
because such restrictions simplify modeling by reducing the number of decisions 
which must be modeled (or accounted for in some other way). 
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the results to tackle issues of labor supply and the determinants of wage 
rates . 2 This will enable us to separate modeling and estimation problems 
associated with household productive activities (credit and input rationing, and 
dual prices) from those associated with labor supply decisions (differences in 
the returns to on- and off-farm labor). 

Problems associated with modeling household production activities deserve 
special mention. Whether or not rationing of inputs or credit exists, as well 
as the existence of dual prices for inputs and/or outputs, is very much a 
question of how household contracts are set (and in some cases renegotiated) in 
rural China. This is true because the most common cause of rationing and dual 
prices is the contract agreed to by the households and the local governing 
authorities. We will build on a theoretical model worked out by Loren Brandt and 
Arthur Hosias, which they have applied to rural households China in the 1930's. 
Attached to this memo is a detailed description (including econometric 
techniques) of that model, both for its own sake and also to demonstrate our 
competence in modeling household behavior. 

The remark by the reviewer that our proposal "does not provide a clue" as 
to how we will analyze "the functioning and role of product and factor markets" 
is a valid point. As explained in the previous paragraph, much of this will 
involve a detailed investigation of contract formation, and we have attached a 
description of the model which will be modified as needed. The functioning of 
contracts is also a key area of investigation regarding impediments to the 
expansion of these markets. 

Finally, the reviewer also would like to see a statement of the most 
important hypotheses to be tested. Many are implicit in our proposal, but we 
will provide a list here to clarify any ambiguities: 

Hypothesis 1: Binding contract quotas, which require households to deliver 
a fixed amount of crop output (usually grain or cotton) to the local government 
at below-market prices, may result in labor and land productivity differentials 
within such households, i . e. lower productivity for those crops which must be 
delivered relative to other crops and sidelines such as animal husbandry. 

Hypothesis 2: Restrictions which exist in some communities on labor markets 
and secondary (sub-leasing) land markets generate factor productivity 
differentials across households within such communities, since such restrictions 
impede the reallocation of those factors so as to equalize marginal returns 
across households. 

Hypothesis 3: Households which are forced to grow grain on some of their 
land holdings for purposes of self-provision (a common practice in rural China) 
may be less productive than those which face no such restrictions (or for which 
the restrictions are not binding). In other words, there are households which 
would be better off if allowed to specialize in activities other than grain 

2The estimated household production functions will be used to calculate the 
value of the marginal product of each household member's labor, which will be 
used to estimate labor supply and related behavior. 
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cultivation and then obtain their grain exlusively from market channels. 

Hypothesis 4: The (time) length of land contracts (which often varies by 
villages) affects long-run productivity; those households facing shorter 
contracts will be less productive due to reduced incentives to invest in land 
improvements. 

Hypothesis 5: Although inequality in land income may be lower today than 
in the 1930's (due to a more equitable distribution of land), this may be offset 
by greater inequality in labor incomes today (due to more distortions in the 
labor market). 

To summarize our response to this reviewer, we have always recognized that 
our proposal is short on details, but given that our knowledge of what is 
happening in rural China is very limited (in particular, the data we intend to 
use have not yet been collected) we can only partially satisfy this reviewer's 
request for more details. Yet it should be kept in mind that our lack of data 
at this point is also an advantage, because before the data are collected all 
three of the main collaborators (Brandt, Glewwe and Sands) will spend up to one 
month in the rural villages of Hebei and Liaoning from which our sampled 
households will be drawn in order to get a better understanding of the 
environment faced by those households (see the timetable in our proposal). Only 
then will our questionnaires be finalized. 

Reviewer #4 This reviewer was the most negative of the four, and is particularly 
concerned about the choice of Hebei and Liaoning as the two provinces in which 
we will collect data. Before getting into specific issues, we need to clarify 
why it would be a mistake to attempt a study on the whole of China using either 
the SSB data set mentioned by the reviewer or some future LSMS for all of China. 

Regarding the SSB data set, Loren Brandt spoke with Stephen Pudney at 
Cambridge Univeristy, who informed us that those data suffer from several 
important problems: 1. The consumption data for each household have been made 
available only in aggregate form, so that one cannot look at consumption of 
individual items, which is crucial for estimating elasticities of marketed (as 
opposed to total) output. Pudney also informed us that he finds the quality of 
the consumption data to be deficient and seriously doubts whether they can be 
used to examine issues of inequality; 2. There are no price data, which 
effectively prevents one from estimating price elasticities unless such data can 
be found from other sources; 3. There is no information on subsidies to 
households, which for many households are an important source of income; 
4. There is no information on labor supply, so that one can do almost no labor 
market analyses. 

Regarding doing an LSMS in all of China, PHRWH (which is reponsible for 
LSMS at the Bank) has been pursuing, along with Bank staff Alan Piazza (AS3AG), 
the possibility of doing an LSMS in one or two provinces in China since 1988. 
Despite a large amount of effort, very little progress has been made. The 
reviewer does not seem to appreciate the difficulty of doing primary data 
collection in China in just one or two provinces, let alone all of China. We are 
greatly encouraged by the possibility of doing work in two provinces (the 
possibility of which is a result of very long and delicate discussions), and our 
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Chinese collaborators have hinted that if this study goes well data collection 
in more provinces will be possible in the future. The opportunity now before the 
Bank is whether or not to participate in this very rare opportunity to collect 
data in Hebei and Liaoning. Trying to start from scratch at this point to 
negotiate an LSMS for all of China will, at best, put off data collection for 
several more years, and perhaps lead to no agreement at all. 

Now we turn to these reviewers' comments in detail. First, World Bank 
participation will have a fundamental influence on the data collected. Although 
the sample has already effectively been chosen, Paul Glewwe, along with 
consultants Loren Brandt and Barbara Sands, will draw up the questionnaires to 
be used. 3 Our Chinese collaborators have given us complete responsibility for 
the contents of these questionnaires, which will clearly have a dramatic 
influence on the "range of issues" that the data can address. The "objectives 
of the IDRC/NSS data collection" are simply those of this proposal, there is no 
separate agenda of any kind. 

Regarding the choice of provinces, while other provinces (particularly 
those in southern coastal China) may have been more interesting to examine, the 
data from Liaoning and Hebei are more than sufficient for the task at hand. As 
pointed out in our proposal (p.9), the data will be a representative sample of 
the two provinces, which together contain more than 100 million people. 
Certainly, the role of an emerging market system in such a large area merits 
study, perhaps even more so because changes there have come more slowly than 
those in southern China. Aggregate elasticities for these two provinces alone 
are useful in their own right. 

As far as examining the nature of inequality, the reviewer's claim that 
"across region inequality is still the major determinant of inequality in China" 
is vague, at best. If by "across regions" the reviewer means across provinces, 
or even across groups of provinces, this assertion has no supporting evidence 
whatsoever and is probably wrong. 4 If the reviewer means some sub-provincial 
geographic area, then we may not disagree; more importantly, we will be able to 
examine this claim using our data from Hebei and Liaoning. 5 

Regarding job rationing in the non-agricultural sector, we raised this 
issue in the context of a discussion of inequality on pp.11-12 in our proposal. 
Our point was simply that township- and village-owned enterprises are not 

3As in other LSMS surveys, there will be a household questionnaire, a 
community/village questionnaire and a price questionnaire. 

4Glewwe has looked at across-region inequality (where "regions" divide up 
a country into 5-10 different parts) in several developing countries (Cote 
d'Ivoire, Ghana, Jordan, Peru, Sri Lanka) in a very rigorous manner and has never 
found that across-region inequality amounts to more than 25% of overall 
inequality. 

5We may even be able to learn something about across-province inequality 
since we will have data from two separate provinces in both the 1930's and the 
1990's. 
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necessarily subject to market forces, and thus may pay above-market wages to 
their employees, which could further exacerbate inequality . Whether or not this 
is true will only be known by examining the data. Since this point was a rather 
minor one in our proposal, we do not see a need at this point to define precisely 
the form any consequent job rationing may take. 

As far as our lack of a detailed analytical framework, we admit above that 
our proposal is short on modeling and econometric details. However, there is a 
valid reason for this. See out comments to reviewer number 3 on this point. 

In summary, we think that this reviewer underestimates both the usefulness 
of the data we intend to gather as well as the difficulties of obtaining (or 
collecting) useful data that cover all of China. From the Bank's point of view, 
the unique opportunity offered by this proposal is that of designing as LSMS-type 
questionnaire to implement in two provinces (covering more than 100 million 
people) in China. 

We hope that these responses to the different reviewers satisfies the 
Research Committee. If, in spite of the efforts we have made here, the Committee 
feels we must provide more details for a proposal of this (budget) size, we would 
be willing to ask for a project preparation grant to collect the data and look 
it over, after which we would come back with a very detailed (and perhaps larger) 
research proposal which would contain as much detail as any reviewer would like. 
However, we prefer to put forward the present single proposal and hope that we 
have provided sufficient answers to the different reviewers. 



The ~conomics of Agrarian Contracts 

This proposal contains three projects, each investigating different aspect s of a unique 
data set describing all land and labour contracts in 21 Chinese villages in 1936. The 
translation , organization and preli minary investigation of this data wa s done by L . Brandt 
with support from an earlier SSHRC grant. Each proj ect is a signif i cant departure from 
earlier researc h in the corresponding area. The project on contract choice is t he first to 
use a multinominal logit mode l with expli c it pro f it functions and factor price-t:aking 
behaviour that allows multiple choices per family; the project on wage determina tion is the 
first to consider payment patterns as a job attribute in a hedonic pricing context that 
allows estimation of the equalizing wage differential for implicit lending and borrowing 
between employers and employees; the third project on rent determination is the first to 
consider the joint determination of rents and rent deposits in a setting which recognizes the 
possibility of ex post contract renegotiation, i.e., recognizes that so-called fixed-rent 
contracts may actually implement an output-contingent payment schedule . Detailed 
descriptions follow below. 

1. A Model of Contract Choice in Agriculture 

Since Cheung's (1969) seminal work first appeared, the literature on contrac t choice 
in agriculture has mushroomed (Singh, 1989). Initially conce rned with the choice between 
share and fixed - rent land contrac ts , and the inefficiency of the fo rmer , more recent 
theoretical research also admits the hiring of labour as an alternative to either form of 
land rental. Informational problems and/or missing markets underlie the different current 
explanations of contract choice (Binswanger and Rosenzweig (1985), Rosenzweig (1989)) . 

Despite considerable pragress, important e lements of the contract choice problem remain 
largely unexplored: (l) Single agent models are used to analyze household dec ision making 
despite the fact that most households have many members with different a ge-sex-skill 
attributes. (2) The label "tenant", "landlord", "employer" or "employee" is imposed on an 
individual-cum-family despite the fact that the decision to participate on the de mand or­
supply sides of the markets for fixe d -wage, fixed rent or share c ontrac t s is e ndogenous . 
(3) The assumption is made that a family participates on only one side of one market des pite 
the fact that many households engage in more than type of contract, buying in s ome markets 
and selling in others. (4) The possibility that some families may opt not to participate in 
any factor market is ignored entirely. 

Some of these shortcomings are immediately revealed by deta iled contract and 
demographic data in our sample of more than 1000 households in 21 vi llages in Northeas t Ch ina 
in the 1930's. Almost a third of the households entered in t o neither a l and nor labour 
contract while nearly one in five entere d into more than one~ of contract. At the 
village level , while a v ariety of conLracts is observed, in seven of the v illage s one type 
of contract (fixed rent, share , wage labour) is u sed almost exc lusive l y. What is needed is 
a model that is eapable of explaini n g the mix of contracts ob se r ved at t.he individual 
household l evel . The e mp irical model sketched below ls designed to provi de such an 
explanation . 

The basic production-decision unit in our mode l is the family. A fami ly has a fixed 
number of members, described by a vector of human capital variables, a nd endowme n ts of land, 
draft a nima l s and farm implements. Each fa mily can par ticipate as a buyer or sell e r in a 
market fo r labour services , and two markets for land services , one mediated by fixed -re i1t 
contracts and the other by s hare contracts . For example, us ing fixed -wage contracts, a 
family can either hire i. n workers, hire out family members or no t participate in the labour 
market. Simil a r three-way choices a mong both fixed-rent and share contracts ident ifies a 
tota l of 2/ possible contract combinations pe r family. As an empir ica l matter, many o f t hese 
combinations are unimpor tant . Attention will be restricted to the 15 choices described 
below. 

Following Eswaren and Kotwol (1985), i t is assumed that, becaus e of bi-lateral 
incentive problems a nd contract incompl~teness, fami l y labour is more productive than hired ­
in waie labour, and own land is more productive than rented -i n land . Furthe rmore, Lhe only 
way to att0nuate these ince n t i ve probl ems ls t o engage in share contracts . 
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On one hand. from a potential landlord's perspective. a fami~y that is offered a sharo 
contract will be more productive than an equivalent number of wage labourers. That is, since 
the family's payoff with a share contract is an increasing function of its members' efforts, 
the family head has an incentive to supply a supervisory input to these indi.viduals that 
would not otherwise be made available to labourers on fixed-wage contracts. A family that 
offers a share contract will be said to "hire in supervised workers" . On the other hand, 
from a potential tenant's perspective, the land that is supplied under a share contract will 
be more productive than would be the same amount of leased land. With a share contract, the 
landowner's payoff is an increasing function of the quality of the enterprise , which provides 
the . incentive to supply a managerial input that would not otherwise be made available to 
lands that are leased-out on fixed-rent contracts. A family that accepts a share contract 
will be said to "rent in managed land". The possible contract combinations considered in 
this project are listed below. 

RENT 00T LAND 
NEITHER 

RENT IN LAND 
RENT IN MANAGED UNO 

HIRE OUT NEITHER HIRE IN HIRE .IN 

FAMILY WOR.ICERS SUPERVISED WOR](ERS 

1 (I) 2 (37) 3 (23) 

, (209) 5 (302) 6 (63) 

7 (51) 8 (129) 9 (36) 

13 (22) U (U) 15 (9) 

10 (12) 

l1 (27) 

12 (3) 

Noter The nwnber• in parantheses are the number of families in our sample in each of these cells . 

Families located in Cell 1 use fixed-wage and fixed-rent contracts to rent out labour and 
land, those in Cell 10 rent out land under both fixed rent and share contracts, and those in 
Cell 13 hire out family mambers and act as tenants under a share contract. Previous 
empirical research on the fixed-rent vs share choice from landlords' (tenants') perspectives 
has restricted attention to a simple comparison of Cells 2 & 11 (8 & 14). 

Ye propose to model contract choice with a multinomial logit model. In particular , it 
is assumed that a family's indirect utility from choice i equals the maximwn profit earned 
from i plus a residual capturing unobserved choice-family characteristics. It is also 
assumed that these residuals are independently and identically distributed with the type I 
extreme-value distribution . 

As yet, our empirical work excludes share contracts and has considered choices among 
Cells 1 to 9 above. The remaining discussion is restricted to this simpler case. This 
discussion gives only a general description of the direction of our work as space limitations 
preclude a detailed description. 

Consider a family with F members (in efficiency units), L units of land, managerial 
skill level M and supervisory skill leve l S (M and S are functions of the family's attributes 
and will be estimated). If f family members are hired out, f' workers are hired in, >. units· 
of land are rented out and A' units are rented in , output equals Q - A(~)·(EL)~. where EN 
denotes the number of efficiency units of labour and EL denotes t he number of t.fficiency 
units of land, i.e ., EN= S(F-f+Of' J, EL - M(L - >.+E>.' J, 1 -8 denotes the efficiency loss from 
hiring in fixed-wage workers and 1-E is the efficiency loss associated with renting in l and. 
(A,a.~,0,E) arc paramete rs to be estimated; the bilateral moral hazard hypotheses, 0<1 and 
E<l, can be tested. Given output price p, wage w and land rent r, profiL equals 
pQ - w ( f ' · f) - r ( ,\ ' - -\ ) . 

Given a samp l e with n families , define the likelihood function L by 

L 
11 

II P1 (ci), 
i = 1 

where Pi(c) - exp(rrc))/ [ ~ exp(rri)) + exp( rrc)J 
jfc 

P1 (ci) is the probability that family i will make choice ci, given that ci was i' s actual 
choic e , rrc re presents the profits associaLed with the actual choice c and rri repre sents the 
maximwn profits that the family would have earned h ad it chosen j instead. The express ions 
for "c and rr j are described in the appendix. 

Preliminary testing of the predictions of the bilateral moral hazard model of contract 
choice was carr ied out through the es tirnation of a conditiona l multinomial logi t model. 
Analysis was restricted to households in Ce1ls 1-9. Initially, profits were modeled in each 
cell as si.n:ple linear functions of a household's endowment of physical a nd huma n capital and 
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of locally prevailing wage and rent rates. Estimates of the eftects of these variables on 
contract choice was obtained by maximum likelihood estimation. The results from this linear 
mixed logit are generally consistent with the predictions of a standard model of price-taking 
behaviour. 

A simplified version of the 9-choice structural logit model sketched above has now been 
estimated using nonlinear maximum likelihood techniques. In addition to information on the 
production technology, lA, a, .B}, we obtain estimates of the efficiency losses associated with 
hired-in labour and land, (0,€}, and, via the functions Sand M, estimates of the 
contributions of different family attributes to its supervisory and managerial ability. 

These estimates indicate that there are decreasing returns (a+,8<1) at the level of the 
family enterprise (possibly due to the nonreproducability of the family head). Estimates for 
8 are in the .8 to .9 range, implying a productivity differential of 10-20% between family 
and hired-in workers. Preliminary estimates of < exceed 1, implying the opposite for 
rented-in land. This may be due to differences in land quality that we have so far ignored; 
we plan to use land tax data to correct for this effect. 

These results are preliminary. We expect to proceed in several directions: (1) Use the 
equilibrium wage and rent functions, estimated in Projects 2 and 3 below, in families' profit 
functions to estimate better their potential earnings from alternative choices (currently, 
we are using the village average wages and rents). (2) Model the moral hazard parameters, 
8 and {, as functions of household attributes and crop mix. (3) Allow the production 
technology to be trans log. (4) Incorporat-e village-level, additively separable, market 
specific transactions costs. (5) Expand the nwnber of alternatives to 15 to include share 
contracts. 

2. Equalizing Wage Differentfals for Credit 

Credit plays a central role in the analysis of rural market institutions. Much of the 
recent focus has been on the rationale for and consequences of interlinked transactions in 
credit and land (notably via share contracts) or labor (Bell, 1988). Based on an analysis 
of contract (credit, land, labor) data for the 1050 households in our survey, explicit tied 
transactions of this sort appear to be extremely rare in rural Northeast China. However, 
preliminary investigation revealed that credit was implicitly extended via employment 
contracts. Moreover, based on a comparison of figures for borrowing and lending in the 
formal credit markets in the survey villages, this implicit credit appears to have been the 
most important mechanism through which villagers lent to each other. 

Approximately 1/3 of the labor used in agriculture was hired in. Of this, about 85% 
was hired on long- term (non-spot) contracts, covering anywhere from 1 to 12 months. The 
table below describes the distribution of these contracts by length and starting date. 

STARING DATE 

Sl s~ S3 S4 TOTAL 

1 · 3 1~ 17 57 31 12 0 Sl•Jan-Mar 
LF..llGTH 4 · b 99 16 39 0 20 , S2-Ap<·Jun 
(months) 7.9 93 f, 0 0 99 S3-May·S e p 

10·12 32 0 o o 0 320 S 4•0c:t·0ec: 

TOTAL ':>27 39 96 32 693 

Interestingly, the prescribed temporal pattern of payments to workers differs 
significantl y among contract s in this sample . In more than half of the contracts, a s ingl e 
paymen t was made eithe r at the beginlng (30%) or end (25%) and, in the remaining sample, 
payment s were made in intermittent installments (typically 2 or 3 unequal payments); similar 
payment he te r ogene ity has been observed among long- term contracts in India (Bardhan and 
Rudra , 1981). More over, each of these payment patterns (begining, end, intermittent) is 
observed among contracts in each box of the above matrix. 

Full payment at the he gining (end) of a contract is inte rpreted h ere as a loan from t he 
employer to employee (en~l oyee to employe r ). The main questio11 of interest in this project 
is, what are the e qual; zj n g wa e;e differentials betw,eE'n contracts whose payment patterns 
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entail different degrees of net oorrowing between employers and c,nployees. To answer this 
question, the model sketched below will provide the basis for our empirical work. 

Consider the following N-period employment contract: at t-0, the employer pays the 
employee an up-front wage w0 , and at t-N, the employer pays a wage wN; in exchange, the 
employee agrees to supply labour throughout the contract period. Initially, uncertainties 
and informational asymmetries are assumed to be absent. 

A worker chooses an employment contract, {w0 ,wN}, to maximize his expected discounted 
utility of begining- and end-of-contract conswnptions, V- U(c0 )+oU(cN), where U( ) is an 
increasing strictly concave function and 6 is a discount factor. Suppose that workers are 
precluded from participating in the formal credit market, so that V = U(~+w0 )+oU(wN) where 
~ denotes the worker's begining-of-period endowment. 

Employers choose employment contracts to maximize expected profits. Suppose that 
employers can lend at the rate rL and borrow at the rate r 8>rL. Then, given endowment ae and 
a fixed employment cost c, an employer will use "internal funds" to pay w0 as long as w0 :sa.,-c. 
The employer's expected profit at t-N from the employment of a worker under contract {w0 ,wN} 
is described as follows: JI = (z-w0 ) (l+rL)+v~wN if w0 s z - ae-c, and Il "" - (w0 -z) (l+r8 )+v-wN 
if w0 > z, where v denotes the value of the worker's marginal product. The loan rate is the 
same for all potential employers in a given village whereas the borrowing rate may v.ary, 
depending on an employer's collateralizable assets. 

An equilibrium of the above model determines a functional relationship between the two 
wage payments, w0-W(wN), such that, for any description of the given populations of workers 
and employers, (i) each agent chooses the employment contract that maximizes its utility 
subject to the constraint that w0-W(wu) and (ii) the demand and supply of labor are equal at 
each wage package on W(wN). In effect, the payment pattern is taken to be an attribute of 
a job in much the same way that, say, the work envirorunent is a job attribute. That is, 
following Rosen (1986), a labour market transaction is viewed here to be a tied sale in which 
a worker simultaneously sells labour services and buys a payment pattern while an employer 
simultaneously buys the labour services and sells a payment pattern. W( ) describes the 
resulting competitive spatial equilibrium. 

This formulation of the problem does not easily accomodate the more complex wage 
patterns in our data. To do so, we now describe an alternative but equivalent formulation. 
Let w denote the present discounted value of the wages {w0 , Wu}: w = w0 + pwN, where p 

1/(l+rL). Now suppose that the contract interval, from t-0 to t-N, is divided into N 
subperiods of equal length. The present discounted value of the payment stream that pays y 
at the end of each of these subperiods is y[ p1 /N+p 2 /N+ . . +p]. Therefore, for any irregular 
payment pattern {w0 , wN}, we can define an equivalent permanent wage by equating their 
corresponding present discounted values: y = (w0+pwN) / (p 1 /H+p21N+ .. +p] . 

Let zt denote the amount that the worker has implicitly borrowed from the employer at 
the begining of the n-th subperiod: z 1 =w0 , z 2 =w0 p· 1 /N_y, zt. 1-ztp· 1 /N_y. By definition, zll•l .;, 
ZtP· 1111 -y+wN - 0. Define the average amount of borrowing during contract (w0 ,wN}, B, by 
N° 1 E~_ 1 zn. B can be either positive or negative; in the former (latter) case , the employer 
is said to be lending to (borrowing from) the worker. Observe that multiplying w0 and wll by 
>., increases y, zt and B by the same factor. A measure of the payment pattern that is 
independent of the present discounted value of wages and the contract l e ng th is the 
normalized average borrowing B - B/w. 

A model in which workers and employers explicitly choose among contracts that prescribe 
different wage levels and payment patterns is equivalent to one in which they instead choose 
among {y,B} packages; i.e., the one-to-one relationship between {w0 ,w1i} and {y,B) implies· that 
workers and employers preferences can alternatively be defined over y and B. Hence 
equilibriwn can also be described by some function y-H(B). Using Rosen's terminology, H(B) 
is the 'equalizing difference function' which describes the trade-off in the market between 
the contract's permanent wage payment and the implicit borrowing between workers and 
employers that takes place through the employment contract; H' (B) is the marginal price of 
borrowing by workers. 

The latter formulation is easily generalized: Consider an N-period employment contract 
with wages wt, t=O, .. ,N. An equivalent description of the contract specifies the permanent 
wage, y, and a sequence of normalized borrowing levels, zt/w, t-1, .. ,N. With some loss of 
information, this contract can be described by y and the normalized begining -of-contract, 
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end-of-contract and average bo~rowing levels, (z 1 /w,zT/w,B), whencQ the resulting hedonic 
function would be y~H(z1/w,zT/w,B); with some further informational loss, the contract can 
again be described by {y,B}, whence the market equilibrium generates y-H(B). 

The adjacent figures describe an ~o Y 
equilibrium where all potential employers 
bear the same fixed employment cost and 
have the same outside opportunities and the 
supply of employers at each endowment level ---+-----~ 
is elastic. Thus, in equilibrium, an employer with endowment ae will earn II-ae(l+rL)+M, where 
Mis the value of the common outside opportunity. Ili is the iso-profit curve of an employer 
with endowment aei~c and intersects the wN-axis where w* - v-c(l+rL)-M. 

This illustrative model predicts that: (i) workers with small endowments, low discount 
factors or high marginal utilities of begining-of-period consumption will choose employment 
contracts with large up-front payments, (ii) the average up-front payment is higher among 
employers with larger endowments, (iii) the POV of a workers' payments increase with v and 
decrease with c and M, and (iv) the corresponding equalizing difference function, y-H(B) is 
perfectly elastic (while individual employers face different lending and borrowing rates, 
workers are always matched to firms that can use internal funds to finance w0 ). 

How are these results modified when there is an incentive problem? Suppose, for 
example, that the probability of a worker quitting mid-contract (defaulting on the implicit 
up-front loan) is a decreasing function of the end-of-contract payment; alternatively, one 
could follow the efficiency wage literature and model shirking as a decreasing function of 
the end-of-contract payment. In either case, it can be shown that ~y · 
an individual employer's iso-profit lines, and hence the resulting 
hedonic wage function, are no longer (piece-wise) linear. Results 
(i)-(iii) are exhibited here as well. The key difference is that ~ 
the equilibrium will now exhibit a trade-off between wages and debt. 

Using the contractual permanent wage as the dependent variable, preliminary regressions 
reveal that (controlling for employee attributes, contract starting time and duration and 
village-level conditions) workers who were paid at the begining (end) of a contract received 
less (more) than those paid in. installments. Moreover, the-.. average amount of borrowing 
appears to be correlated with agents initial assets, in the manner predicted by (i)-(ii). 
Future work will largely be aimed at correcting these wage equations for the endogeneity of 
the borrowing decision and possible self-selection on the parts of both workers and firms. 
Instrumental variable techniques will be investigated. Developing a bilateral extension of 
Garen's (1984,1988) work on self- selection appears to be a promising avenue for future work. 

3. Rents, Rental Deposits and Rent Renegotiation 

The theoretical literature on agricultural land contracts largely involves a comparison 
of fixed-rent and share contracts. The distinction most emphasized is that the tenant 
becomes the residual claimant under a fixed-rent contract. In turn, its implications for 
contract choice are manyfold: If the tenant is risk-averse and uncertainty is important 
(i.e., insurance cannot be · acquired via a portfolio of wage and rent contracts), share 
contracts are a means by which the tenant can acquire insurance (Newbery and Stiglitz, 1979) . 
If output depends on the tenant's effort but effort is private information, a moral hazard 
problem arises and the rental contract offers the advantage of providing greater returns to 
and hence incentive for effort provision (Eswaren and Kotwol, 1985) . If output depends on 
the tenant's ability and ability is private information, an adverse selection problem arises 
and a menu of fixed-rent and share contracts can potentially be used to induce hi gh ( low) 
ability types to select rent (share) contracts (Allen, 1985) . 

This overview is no t exhaustive. Still, it illustrates that the supposed advantages 
and disadvantages of a rent contract compared to a share contract stem from the fact that the 
former (latter) contract is a noncontingent (output-contingent) contract. In this context, 
the following features of our sample of 499 land rent contracts are surprising: first , 111 
of these contracts required an up-front rental deposi t (returned on payment of the rent) ; and 
second, in 125 instances, the rent was renegotiated at some po i nt durine the contract period 
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such that the rent that was act _ly rent was less than the arnoun. rescrib8d by thQ original 
contract (in all other cases, the actual and prescribed rents were the same). 

Thus, contrary to the standard characterization of fixed-rent contracts, these rent 
contracts are most similar to loan contracts . On one hand, the rent deposit appears to play 
a collateral-like role, i.e. , it protects the landlord's "investment" and discourages tenant 
defaults. On the other hand, the fact that some contracts are renegotiated indicates that, 
with the arrival of information which presumably indicates that full rental payment is not 
likely, the landlord may agree to change the terms of the contract. In turn, this means that 
rental contracts do, in fact, impliment a nonlinear output-contingent payment schedule. As 
a result, rental contracts which admit ex post renegotiation may be provide both insurance 
(rent reductions on the down side) and incentives (residual claimancy on the up side) to a 
greater degree than was previously believed to be the case. 

This aim of this project is to develop and estimate a model explaining the joint 
determination of equilibrium contract rents and rent deposits that takes into account the 
possibility of subsequent contract renegotiation. ~e have not yet seriously considered 
different possible models. Setting aside the issue of renegotiation, we anticipate an 
equilibrium equalizing rent differential for rental deposits that is the counterpart to the 
wage differential described earlier. Preliminary estimation of a probit model of contract 
renegotiation indicates that the probability that the rent will be renegotiated rises -when 
(i) the contracted land is of low quality, (ii) the amount of land under contract is large, 
(iii) there is no rental deposit, (iv) the landlord is an absentee landlord, (v) the initial 
rent is high, (vi) the tenant's own land holdings are small, and (vii) the amount of land in 
the same village which experienced a 50% or more drop in output rises. These results seem 
to accord with one's intuition. 

Contract renegotiation is currently a "hot" topic for theoretical research (egs., Hart 
and Moore (1985), Huberman and Kahn (1988)) and so the proposed research, which will be one 
of the first empirical efforts in this area, should be of interest to a broad audience. 

Appendix 

The profits associated with the actual choice care determined by substitution in the 
direct profit function. For example, for a family in Cell 1, which hired out f family 
members at wage w, rented out A units of land at rent rand faced output price p, rr1 equals 
pA[S(F-f)] • [M(L-A) J ll+wf+d; alternatively, for a family in Cell 9, which rents in land and 
labor, rr9 equals pA[S(F+6f')J·[M(L+€A')]P-wf'-rA'. The remaining rri are determined 
analogously.. The frj are a little more involved. 

Let E-{F,L,M,S,6,€) denote the vector associated with a family. Let nHR(w,r,E) 
maximwn profit from rent i ng-out land at rent r and hiring - out family at wage w (Cell 1) ·; 
IIR(r, E) - maxi.mum profit from rent ing-out land given r (Cell 2); IIH(w, E) - maximum profit from 
hiring-out family membe rs given w (Cell 4); IIN(E) ~ maximum profit with no factor market 
participation (Cell 5). Solving the corresponding maximization problems, we have: ITHR(w,r,E) 
- -r· 1 [pAJTS"M8 [a/w}'"[,8/r]ll• + wF + rL, IIR(r,E) - b" 1 [pA(F)•JbS"Mll[fi/r]llb + rL, ITH(w,E) 
a· 1 [pALIIJ•s•Mll[a/w]aa + wF, and ITN(E) = pA[SFJ"[ML]II, where -r=l/(l-a-,8), a-1/(1-a) and b=l/(1-
/J). It can be shown that the maximwn profit from hiring - in workers i s given by the above 
expressions after substituting w/8 for w; and that the maximum profit from renting-in land 
is given by the above expressions after subs tituting r/€ for r. For example. l1 11R(w/8, r ,A) 
~ maximum profit from hiring-in labour and renting-out land (Cell 3), whil e rr,fR(w,r/CA),,. 
maximum profit from hi~l~&.:out labour and renting-in land (Cell 7). 

Each of the hypo the tical rrj are modelled by the maximum profit functions described 
above, using estimates of the factor prices the family would have paid had it pa rticipated 
in the appropriate marke t: egs. ir1 = rr ,IR (w , r,E), -rr5 =IIN(E), -rr9 -IIuR(w/B,r/F,.,F. ). 
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With one eception cited below, I found myself in agreement 
with the general objectives of the study, its potential 
contribution to policy and project work (through the introduction 
of the micro dimensidn to what is generally macro work), and the 
design of the study. My one concern is the constant reference to 
1930s data sets, and the apparent decision to sample only 
locations included in that original research. ''Allowing that 
tail to way the dog'' could be unfortunate in this case. For 
example, the role of access to markets, particularly large urban 
centers, and the impact of contemporary transport networks, might 
dictate sampling a different set of rural centers than seemed 
relevant fifty to sixty years ago. Beyond that, I would hope 
that Bank resources will not be devoted to historical research, 
given the limited size of the research budget. 

Again, those caveats aside, I think this is a worthwhile 
proposal and should be funded. 
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Jr returned from Moscow yesterday and leav e for another Mission tomorrow , 
but have been able to look at the research proposal on "The Impact of Market 
Oriented Policy Reforms on Households in Rural China." A report is enclosed . 
While I am sysmathetic to research in the area and to the overall objectives of 
the proposal , the current formulation is not particularly well thought out and 
would require a major revision---including the use of different data sources--­
before providing a basis for the stated policy objectives . 

Yours sincerely, 

I ~ 
Ehtisham Ahmad 
Deputy Division Chief 
Expenditure Policy 
Fiscal Affairs Department 



The Impact of Market Oriented Policy Reforms on Households in Rural China 

The strength of this funding proposal appears to be that it might 

facilitate, at a third of the total cost, World Bank access to household-level 

survey data in North China. Note that set-up costs of the survey, as well as the 

entire costs of data collection, are fully covered by the National Academy of 

Social Sciences and the IDRC. I share the view that good household-level data 

is essential for an understanding of the basic relationships that underlie policy 

making. The existence of data from the 1930' s adds another interesting dimension 

that would intrigue the economic historians, although one must be cautious about 

drawing parallels between different types of data based on quite dissimilar 

methods. Despite my interest in the NSS/IDRC data collection effort , I have 

serious misgivings about the present proposal, which appears to have been hastily 

appended to what might be an intrinsically useful data base. 

It is not clear that World Bank participation would influence the range of 

issues that the IDRC/NSS exercise is designed to address, including sample choice 

and design . In this connection, the proposers should clearly state the 

objectives of the IDRC/NSS data collection. In addition to the evident economic 

history perspective, the choice of sample areas suggests that there is also 

likely to be a focus on dryland farming in North China. Both these sets of 

issues are eminently researchable, and I would support such work. Nonetheless 

there is a wide gap between these worthy pursuits and the rather comprehensive 

objectives that the proposal sets itself. 

(i) If one were thinking about agricultural growth and employment in 

China, Hebei and Liaoning are not the first provinces that would come to 
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mind. While these provinces are certainly not insignificant, more 

southerly coastal provinces, or those along the great rivers, would be 

rather more important for virtually all the questions raised in the 

funding proposal . 

(ii) A related, though distinct issue, concerns the role of 

alternative price and tax policies in the agricultural sector . What is 

needed, as shown by the theory of policy reform (see the Newbery and Stern 

volume for the Bank), are aggregate elasticities, and again the estimation 

of elasticities in a rather special region of China would not be 

particularly helpful from the overall policy perspective. 

(iii) Similarly, as far as the degree of inequality in rural China 

is concerned, while local inequality is likely to have widened as a result 

of the reforms since 1978, across region inequality is still the major 

determinant of overall inequality in China. Thus, concentration on 

selected villages in Hebei and Liaoning would not be particularly helpful 

in understanding the diverse patterns and causes of inequality in the 

rural sector of China. 

The paradox referred to in the paper (p .12) comparing the 

present level of inequality in the rural sector of China to that in the 

1930's may be explained by greater within region inequality in the 30's 

and lower across region dispersion. With the more equal distribution of 

assets at present, the reverse pattern holds, al though the overall 

measured inequality may be similar . Unfortunately the sample selection 

precludes a test of alternative hypotheses in this respect. 
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The rationing of jobs in the non-agricultural sector has to be 

more precisely defined. While this is probably true in the largely urban 

state-controlled or dominated sector employing roughly 110 millions, there 

are also roughly 90 million persons in the "non-rationed" township and 

village enterprises, as well as 40-50 millions in the "floating" or free-

market urban sector. The proposal should distinguish between these, 

particularly in relation to the operation of the labor market and 

migration, as well as consequences for inequality. It is by no means 

self-evident what the effect of these sub-groups will be on overall 

inequality. 

The weakest part of the proposal is the description of methods to be 

utilized- - -surely the one area where meaningful Bank value - added would be 

expected, given that sample design and data collection have already been spoken 

for. To state that "our analytical framework will have to evolve as we go along" 

is simply not adequate. Perhaps the authors should reapply when they have really 

thought through what they would like to do, other than financing their own jaunts 

in China, and those of the Chinese counterparts in North America. 

It is also worrying that the authors are also not fully conversant with the 

existing research in a number of related fields, as well as other relevant data 

sources. For instance, Steve Pudney at Cambridge and Athar Hussain at LSE, 

together with Chinese collaborators, have been working on household decision 

making in rural China, using a detailed sample from the Chinese Academy of Social 

Sciences to assess inter alia savings decisions and consumption patterns. The 

LSE work is being extended with a 40,000 sample from the State Statistical Bureau 
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(SSB), which together with the 1990 Economic Census (to adjust for biases 

particularly on the income side) will provide a firmer basis for national 

decisions than the more restricted IDRC/NSS sample. The consumption data in the 

SSB sample are quite robust. 

If the Bank is seriously interested in the questions raised in the 

proposal, than it should either seek to work with the SSB data set, or even 

consider a better designed LSMS to address the main issues. The present proposal 

is a somewhat unsatisfactory halfway house . 
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SUBJECT: Research Proposal: "The Impact of Market-oriented Polley Reforms on Households 
In Rural China" 

The research agenda described In the proposal is quite ambitious. It 
Intends to analyze economic behavior of households (input, output, consumption 
and labor decisions), the operation of markets (products, Inputs and credit) and 
the equity Impact of the new household-based farming system and related 
liberalization measures. These are all Interesting topics on which expansion of 
knowledge would be useful. The difficulty I have with the proposal is that very 
little deatll Is being provided about how the researchers are Intending to derive 
reliable· analytical statements beyond a mere description of observed behavioral 
patterns. 

Apparently, the authors have decided not to Invest too much time at this 
stage in considering specific analytical approaches. Indeed, they state "our 
analytical framework will have to evolve as we go along", (p.12) although they 
refer to the Singh, Squire and Strauss (1986) household model as a starting point. 
It is well known that the household production-consumption model does not lead 
to straightforward econometric applications when markets are not perfect, as the 
authors point out. The authors have not attempted to discuss how they may 
overcome the econometric difficulties posed by the fact that both credit and Input 
markets are subject to rationing rules, dual prices prevail In some of the product 
markets, restrictions on migration are present and returns to off-farm and on­
farm labor are not equilibrated. Some of these problems have been tackled (one 
at a time) In the empirical literature, but not a combination of these. There Is 
already a body of information which can be used for a stylized theoretical model 
of rural households, thus permitting a discussion of estimation procedures. 

The proposal does not provide a clue on how the functioning and the role 
of product and factor markets will be analyzed, and on how Impediments to their 
further expansion will be Identified (a stated objective of the study). 

One would expect that the existing empirical literature as well as theory 
would be used to generate tentative hypotheses which will guide the empirical work 
and will help In selection of an analytical framework which lends Itself to valid 
econometric procedures to confirm or reject the tentative hypotheses. Very few 
such hypotheses are stated (implicitly) In the proposal, and no discussion of 
econometric procedures. 

In summary, the proposal Is not yet fully developed. The authors need to 
focus on the specific analytical framework and on the econometric procedures 
which are needed to produce the Information they seek to provide. 
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( JULIO K PNIS) 

( ANDREW HAMER) 

SUBJECT: Research Proposal On Rural Household Behavior in China. 

The detesehold behavior in China's rural 
sector is of interest not only from an academic perspective but 
also from a policy-making point of view. Detailed work, using 
carefully collected and rigorously analyzed data sets, is rare in 
the Chinese context. This includes the area of rural household 
production and consumption decisions. Thus the proposed research 
is of interest to the World Bank. It provides Chinese scholars 
with useful tools, links local scholarly work to public policy, 
and provides institutions like the World Bank with a stronger 
basis for policy advice and associated lending conditionality. 

The analytical framework, building as it does on the work 
of Singh, Squire,Strauss,Binswanger,Rosenzweig, and Brandt; is 
solid, as demonstrated by the decision to model household 
consumption, production, and labor supply decisions in an 
integrated manner. 

I do worry about linking the households sampled to 
locations selected in the 1930's, in order to exploit the 
benefits of the earlier study. Given the enormous structural 
changes the the Chinese economy has undergoe, including the 
emergence of very significant urban markets, it might have been 
more sensible to make the choices afresh. However, only the 
researchers themselves can judge whether sticking to the original 
choices would deprive them of valuable data points. 

As for the timetable proposed, I see no reason for the 
study to encounter unusual or unanticipated delays. My experience 
is the the implementation phase of any such activity in China 
moves very smoothly. On the budget, I am satisfied that the 
resources set aside for in-country work are adequate, and I have 
no basis for challenging thje estimated costs of work in North 
America. 

Overall then, this is a solid and very professional piece 
of work. I believe it merits co-funding by the Bank. 
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JULIO ~<IPNIS 

ANDREl!J HAMER 

Resear-ch P r- o posal: " Th e Impact o f Mar ket- Oriented Po l ic y Ref or-ms 
o n _House holds_ in_Rural _Chin a '' -------------- ----- ---- ------ ---- - - -

With one eception cited below, I found myself in agreement 
with the general objectives of the study, its potential 
contribution to policy and project work (through the introduction 
of the micro dimension to what is generally macro work), and the 
design of the study. My one concern is the constant reference to 
1930s data sets, and t h e apparent decision to sample only 
locations included in that original resear-ch. "Allowing that 
tail to way the dog" could be unfor-tunate in this case. For­
example, the role of access to markets, particular-ly lar-ge urban 
centers, and the impact of contemp orary transpor- t netwar-ks, might 
dictate sampling a different set of rur-al centers than seemed 
relevant fifty to sixty years ago. Beyond that, I would hope 
that Bank r-esour-ces will not be devoted to histor-ical r-esear-ch, 
given the limited size of the resear-ch budget. 

Again, those caveats aside, I think this is a worthwhi l e 
pr-oposal and should be funded. 



. , DEVELOP:MENT RESEARi,CENTER 
DEPARTMENT OF RURAL ECON01 ·.J)EVELOPMENT ,- ... 

XH-lUA.NGCH!:::NuGbN NANJlli N0.9, HblJ G ·100cm, C.:KlNA . 
PAK: a6+60H)$J()'l'nl,; 86-1•602•1319 RECEIVED 

JlJSTIN YII'U LIN 
C>fll'U't"i' DlMC'tO.K 

December 6, 1991 

Mr. Julio Kipn!s; 
Resea~ch Administration 
Polioy, Researcl~, and E}cternal Affair.s ~-... 
Room S-3015, the~ World Bank 
1818 H Street, N,W. . . 
Washington, ·o.c. 204JJ 
Fax: 1-202-411-0955 

Dear Mr. Kipnis :: 

·oEC O 5 1991 

RESijRCH ADMINISTRAtlO~ DEPMTIJM 
.. . :, .. ,,. ... ~,,..,. ........ ., ... ,.. . ... 

-- .... :.., .... . 

Enclosed pJ.ease t ind rny report on th$ l:'QSQarch proposal cin 
"'T'hA Tmril'lr.t. nf Ml'll"kFrt-. Ori Ant.F'.rl Pn l ir.:y 'RAformfi Otl HOlli'i~holds in 
Ru ra l China." Ae: yo~ can see trorn my report,. l think the project 
very s upportabl E~. 

I .shall vi::d t: UCLA for three months starti ng from the first 
or: ,January, l99;i . Pleasia s end the honorarium to the adarass as 
follows; 

Professor ,Tustin Y1 fu Lin 
~cono:mics Department. 
l'l'le U.niven.ity of Californi a , Los Angeles 
10~ Hi lga:r·d Avenue 
Los Angele:s, California 90024-1477 
Fax: 310-206-2313 

Enclo sur@. 

cerely yours, 

Yifu'8 

ti r 



Reports on the Propo l on 
Impa<;:t ot Mat•ket1od oriQntQd J:;olioy :REl!O:t'm 

. Ol\ Houi::ieholds in Rural Chinel 

Reviewer Ill 

The proposal is seeking funds from the World Bank to partly 
support a househ,:ild-level survey in two province::. in North China, 
over two-thirds: of the cos:ts for the entire project will be 
provided by gronts from CSCPRC and IDRC, In :my judgement, the 
budget is: .mode:.:t an'1 the res:ul t ot the project will ma.ks an 
important contribution to both policy and academi~ researchers 
on Chinese economy. 

Most studies in the pas:t on Chines:~ economy were descriptive 
in nature. The irnain reason fo1.- thi6 phenomenon is the lack of 
appropriate data. Before, recent reforms, Chinese government did 
not publish de:i:ailed cross-sectional statistics. Mol:'t China 
specialists in the weet, therefore, 5pent a substantial portion 
of thei:r eff01·ts to piece together scattered informi!ltion. A 
sophisticated analysis was impassible due to the crudeness of 
their data. After the reforms in 1979, the Chinese government 
starts to publish variou.s stati'stical yearbooks with provincial 
level information. Rigorous statistical analyses on national 
trends start to appear. However, studies on hou~enold bQhaviors 
are still rare oecause of the lack of micro-level datu. The 
cninesQ StatQ statisticial BurQau has: conducted a nationwide 
survey of ru:i;-al and urbcm households since 1979. · Dut data from 
tha surv8y are. nc:>t relea~;ed for public. Chinesi.! economy is on the 
process of reforms. Market exchanges on producta and factors arc 
impeded in many ways, Studies on hOUSQhOld behaviors under such 
an inhibited environment are impo:i:-tant not only for satisfying 
academic curios :l ty but also for designing public policiGs in 
China. The types of studies are also valuable for designing the 
world Sank' s loains and ;;;1 ids to Cnina. 

Except for a :few s1nall surveys with grant s from t:hie world 
Bank and other outside funding agencies, Western scholarz still 
have no access to housnhold-lQVel data in China. 'l'he project. 
attempts to conduct a :survey of lZ00-1500 households in 24 
villages in two province. After completing I this data set. is 
certainly one of the larsrest and :most comprehensive avnilable for 
resea rchers out~;ide China. Compa:rQd to pr8vious: Bank-supported 
surveys in China 1 this project h1;1,:s several merits. 

1) The survey is modeled after the. World Bank's Living 
standal:"d Measur(:ment study 1:mrvcye. 'I'he data collected in this 
way c c:1n be easily c:011tpa.red with other LSMS data collected by the 
World Bank. 

2) The houe:: ehold su1rvey is e:upplementea by a village-level 
time-series data dating )Jack to Land Reform. The :;;urvey will also 
cover s:ome villages that were investigated sixty years a~o. Thi~ 
design is very innovative;:., With the historical data, it is easier 
to interpret and under~tamd the spot household-level informat i on. 
This also makes the ;;:tuclies of l:'ome dynamic issue5 po:s5ible. 

l 



I 
I . 

J) The col.laborative Institute1 Economic RasQarch Centl;!r ot 
thQ state Planni.ri.g Commission ls v~:r:y l:'espected and powerful in 
China, :i:ts commitment tc:i thi's project wi..Ll prove to Pa an asset 
for the project. 

1n additiOl't to thE! data set, the :rei;.e~rch team ·hopes to 
complete severeil pa1;>e:r5 on topics concerning tne !:unctions o:t 
rural mar.Kats, · housel:lc>l<:l-level decision•mii\king, and income 
distribution. Al though they have rtot present.ed a conceptual 
framework about the :bE:haviors ot ;rural househo l d under the 
specific institutional con~trainta ip China and any hypothesis 
to be tested, Li'.lrcm Bra-ndt and Barbar~ Sands have demonstrated. 
in their previo~~ work:;! 1::.o have good co:mmand of ~conomio mociE:\ling 
and econometric tasting .. I have no doubt thttt t:hei.'t' papers from 
this project will make an important· contribution to the knowleaga 
of China 1 s rura economy in th(.! ri;iform :pari.od. 



The World Bank 1818 H Street, N.I (202) 4n-1234 
INTERNATIONAL BANK FOR RECONSTRUCTION ANO DEVELOPMENT 
INTERNATIONAL DEVELOPMENT ASSOCIATION 

Washington. D.C. 2U433 Cable Addr ... : INTBAFRAD 
U.SA Cable Addr ... : INDEVAS 

November 20, 1991 

Mr. S. Ehtisahm U. Ahmad 
3121 Bich Street, N.W. 
Washington, D.C. 20015 

Dear Mr. Ahmad: 

Thank you for agreeing to review the enclosed research proposal on "The Impact of Market 
Oriented Policy Reforms on Households in Rural China," which was submitted to the Research Committee 
of the World Bank for funding consideration. The Committee is seeking your views and comments as an 
external referee, with assurances that all reasonable care will be taken to maintain anonymity. In 
preparing your report please keep in mind that the sponsor will have an opportunity to read and respond 
to your report as you wrote it, without any editing of the text. Therefore, please omit any references to 
prior work, missions or publications that may identify you either directly or indirectly. 

The following questions may serve as guidelines for your review: 

i) Are the goals or objectives of the proposed study well defined? 

ii) What is the relationship of the study to past or current research on the same subject? 
What is the expected contribution to knowledge of development processes or to policy 
and project work in developing countries? 

iii) Is the study adequately designed to deal with the issues that it raises? Are the hypothesis 
to be tested and the methods of analysis well defined? To what extent does the 
theoretical approach differ from or improve upon those of previous studies? What do you 
think of the nature of and reliability of the data used? Of the design of the work program 
and the sequencing of the research tasks? 

iv) Any other issues you deem to be of significance in evaluating this study. 

The Bank will pay you an honorarium of $300 for your report. ~ agreed, you will send me your 
report no later than December 23, 1991. My telephone number is (202) 473-1063. In case you wish to fax 
your report, our fax number is (202) 477-0955. 

Again, many thanks and best wishes. 

:et 

Enclosure 

Sincerely yours, 

·pnis 
Research Administration 
Policy, Research, and External Affairs 
Room S-3015 



THE WORLD BANK/ FC / MIGA 

OFFICE MEMORANDUM 
DATE: November 18, 1991 

TO: Mr. Gershon Feder, AGRAP 

:s­
FROM: Julio Kipnis, RAD 

EXTENSION: 31063 

SUBJECT: Research Proposal: "The Impact of Market-Oriented Policy Reforms on Households in Rural 
China• 

Thank you for agreeing to review the enclosed research proposal on "The Impact of 
Marl'Ct-Oriented Policy Reforms on Households in Rural China,• which was submitted to the 
Research Committee of the World Bank for funding consideration. The Committee is seeking 
your views and comments as an .internal referee, with assurances that all reasonable care will be 
taken to maintain anonymity. In preparing your report please keep in mind that the sponsor will 
have an opportunity to read and respond to your report as you wrote it, without any editing of 
the te.xt. Therefore, please omit any references to prior work, missions or publications that may 
identify you either directly or indirectly. 

The following questions may serve as guidelines for your review: 

i) Are the goals or objectives of the proposed study well defined? 

ii) What is the relationship of the study to past or current research on the same 
subject? What is the expected contribution to knowledge of development 
processes or to policy and project work in developing countries? 

iii) Is the study adequately designed to deal with the issues that it raises? Are the 
hypothesis to be tested and the methods of analysis well defined? To what 
extent does the theoretical approach differ from or improve upon those of 
previous studies? What do you think of the nature of and reliability of the data 
used? Of the design of the work program and the sequencing of the research 
tasks? 

iv) Any other issues you deem to be of significance in evaluating this study. 

As agreed, I should expect to receive your report no later than December 15, 1991. In 
case ~u wish to fax your report, our fax number is 477-0955. Once again, many thanks for your 
help! 

:et 

En~ ure 



The World Bank 1818 H Str-. N.I. (202) '4n-1234 
INTERNAOONAL BANK FOR RECONSTRUCTION AKJ DEVELOPMENT 
INTERNAOONAL DEVELOPMENT ASSOCIAOON 

Wuhlnglon, D.C. 20433 Cable Addreu: INTBAFRAD 
U.S.A. Cable Addr-: INDEVAS 

November 18, 1991 

Mr. Justin Lin 
c/o World Bank Field Office, China 
P.O. Box 802 
Beijing 10083 
CHINA 

Dear Mr. Lin: 

Thank you for agreeing to review the enclosed research proposal on "The Impact of Market 
Oriented Policy Reforms on Households in Rural China; which was submitted to the Research Committee 
of the World Bank for funding consideration. The Committee is seeking your views and comments as an 
external referee, with assurances that all reasonable care will be taken to maintain anonymity. In 
preparing your report please keep in mind that the sponsor will have an opportunity to read and respond 
to your report as you wrote it, without any editing of the text. Therefore, please omit any references to 
prior work, missions or publications that may identify you either directly or indirectly. 

The following questions may serve as guidelines for your review: 

i) Are the goals or objectives of the proposed study well defined? 

ii) What is the relationship of the study to past or current research on the same subject? 
What is the expected contribution to knowledge of development processes or to policy 
and project work in developing countries? 

iii) ls the study adequately designed to deal with the issues that it raises? Are the hypothesis 
to be tested and the methods of analysis well defined? To what extent does the 
theoretical approach differ from or improve upon those of previous studies? What do you 
think of the nature of and reliability of the data used? Of the design of the work program 
and the sequencing of the research tasks? 

iv) Any other issues you deem to be of significance in evaluating this study. 

The Bank will pay you an honorarium of $300 for your report. As agreed, you will send me your 
report no later than December 6, 1991. My telephone number is (202) 473-1063. In case you wish to fax 
your report, our fax number is (202) 477-0955. 

Again, many thanks and best wishes. 

:et 

Enclosure 

Sincerely yours, 

)Jw~lu-6) 
1
. ,Ki\, . • ! . 

u1 pms 
Research Administration 
Policy, Research, and External Affairs 
Room S-3015 



THE WORLD BANK/ IFC / MIGA 

OFFICE MEMORANDUM 
DATE: November 18, 1991 

TO: Mr. Andr~mer, AS3EH 

FROM: Julio Kip~ RAD 

EXTENSION: 31063 

SUBJECT: Research Proposal: "Tiie Impact of Market-Oriented Policy Reforms on Households in Rural 
China• 

Thank you for agreeing to review the enclosed research proposal on rrhe Impact of 
Market-Oriented Policy Reforms on Households in Rural China,• which was submitted to the 
Research Committee of the World Bank for funding consideration. The Committee is seeking 
your views and comments as an internal referee, with assurances that all reasonable care will be 
taken to maintain anonymity. In preparing your report please keep in mind that the sponsor will 
have an opportunity to read and respond to your report as you wrote it, without any editing of 
the text. Therefore, please omit any references to prior work, missions or publications that may 
identify you either directly or indirectly. 

The following questions may serve as guidelines for your review: 

i) Are the goals or objectives of the proposed study well defined? 

ii) What is the relationship of the study to past or current research on the same 
subject? What is the expected contribution to knowledge of development 
processes or to policy and project work in developing countries? 

iii) Is the study adequately designed to deal with the issues that it raises? Are the 
hypothesis to be tested and the methods of analysis well defined? To what 
extent does the theoretical approach differ from or improve upon those of 
previous studies? What do you think of the nature of and reliability of the data 
used? Of the design of the work program and the sequencing of the research 
tasks? 

iv) Any other issues you deem to be of significance in evaluating this study. 

As agreed, I should expect to receive your report no later than December 2, 1991. In 
case you wish to fax your report, our fax number is 477-0955. Once again, many thanks for your 
help! 

:et 

Enclosure 



THE WORLD BANK/ IFC / MIGA 

OFFICE MEMORANDUM 
DATE: November 18, 1991 

TO: Mr. Attila Sonmez, Chief, Resident Mission Beijing, China 

FROM: Julio Kipnis, RAD 

EXTENSION: 3106 3 

SUBJECT: Research Proposal for Mr, Justin Lin 

Mr. Justin Lin kindly agreed to serve as a reviewer for the 
attached research proposal on "Impact of Market Oriented Policy Reforms 
on Hoseholds in Rural China." I mentioned to Mr. Lin over the phone, 
that to expedite the review process, your office will advise him that the 
proposal arrived. Also, I would appreciate if you could fax to me Mr. 
Lin's report as soon as he has it ready. Mr. Justin Lin could be reached 
at 201-6890. My fax number is (202) 477-0955 and phone number is (202) 
473-1063. 

Once more thank you very much for your cooperation in this matter. 

JK:et 

Enclosure 
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Repor·::.s on the Propo:s~l on 
Impaci: of r,rarkated oriGntod Policy RQfOt"Jl\ 

on Hou;;;eholds in Ru;i;-al China 

Reviewer /fl 

The proposal is seeking tund.s trot:\ the .world .Bank to partly 
:iUpport a hou::1eh1)ld-level survey in two provinces J.r. North China, 
ovar two-thirds: ot the co~ts for the entire project w111 be 
provided by gronts from CSCPRC and IDRC. In my j udgeinent, the 
budget is: mo~e :;:t ane'I t11e result ot the project will make an 
i~portant contribution to both policy and academi~ researchers 
on Chine~e econc,my . 

Mos,: s~udi•:S in the pas:,: or: Chines:e economy were descriptive 
in nature. The :nain reason for this phenomenon is the lack of 
appropriate data. Before, recent reforms, Chinese government: <11l'l 
not publish d.,;;:t a iled cross-sectional statistics. Most China 
special i ~ts in the west, theretora, ~pen~ a substantial portion 
of t h~i L· ef Im ts t.o piece together scattered infoi;w.ation. A 
sophisticated analysis was impcssiblQ dUQ to the crudeness of 
their da t a. Af t:,:r the r eforrs- in 1979, the Chinese government 
starts ~o publi sh variou~ statistical yaarbooks with provincial 
level infot·mat i,:,n, Rigo L·ous statistical analyses on national 
trends start to appear. However, studies on household behaviors 
are :still rare becau:se of the lack of micro-level datu.. The 
ChinasG StatQ S tat: i stical Buraau ha~ conducted. a nationwid"' 
survey of rural and urbun households since 1979. Dut data from 
thQ survgy are nc::>t relea~;ect for puk>lic . Chinesa 9conomy is on the 
~rocess of refo r ms. Mark et exchanges on products and factors arc 
impeded in many ways. StudiQs on hOUSQhold behaviors under such 
an inhibited environment are inpo:i:-tant not only for sati:sfying 
acadQlnic curiosity but also tor des: i gning public policias in 
China. The type~ of s t udies are also valuable for designing the 
world Bank's lo~ns and ~ ids to C~ina. 

Except tor a tew sz:·.all surveys '.Ji th gran--:s from thlll world 
Bank and other cutside funding egencie5, We9tern scholar3 ztill 
have no acce5s to household-lQVQl data in china. The proj~cc 
attempts to conduct a survey of 1200-1500 house.holds in 24 
vil lages in two province. After complet ing, t:his data sa~ is 
certainly one of t h e largest and most comprehensive available for 
researchers oute:ide China. Co!I'.parQd to prgv!our. Bank-5.uppor-ted 
surveys in C11inc, this i;,roj ect has sever-al rneri ts; 

1) The survey is modeled after the. World Bank I s Living 
standard Mea!:urc:ment st.udy eurvcye. •rhe data collec.::.ed in this; 
•..Jay c c:in be e<=is il y c ompared with other LSMS data collected by the 
World Bank. 

2) The houeehold e u rvey is supplemented by a vil l age-level 
time-ser i es dat.:1 dating back to Land -Refo rm. The survey will also 
cover some vi l.l .;ige~ that were invest.ig.lted si~ty years alJCt. Thi~ 
design is very innovative. With the historical d~ta, it is e~zi~r 
to in-c:erpret and understa1nd ~he spo-::: household- l evel inforrnatlon. 
This also makes the 3tu~ie$ of some dynamic i$sues possible. 

l 



l) lhe collaborative In~titute, Economic RasQarch ~enter ot 
thQ state Planning corn~lssion i~ v~ry r~spected and powerful in 
China. Its conmitment to this project will prove ~o ba an asset 
for tl'le project . 

in adclitioJ~ to thE1 data set, the :rese1trch t eam hopes to 
complete several pcpen; on topics concerning the functions ot 
rural marKQt~, househc1ld-level decision~m"'king, dnd income 
distribution. ~U though they have not presented a conceptua l 
trar.1ework about the bE!haviors ot rural hou!:-ehal d under the 
specific institutional constraints in Chin~ and any hypo~hesis 
"t.O be tested, L<:iren Brandt and Barbar.-t ~ands hdve demonstrated 
in their previous works to huve good command of economic mode.J.ing 
and econometric tasting .. I have no doubt thdt t.htd r pnpers from 
trJis project will make a:) important contribution to the knowled9e 
ot China•~ ru:ra:. econorn~/ in the rliform pP.riod. 

2 



Reviewe r #2 

The detesehold behavior in China's rural 
sector is of interest not only from an ~cademic perspective but 
also from a policy-making point of view. - Detailed work, using 
carefully collected and rigorously analyzed data sets, is rare in 
the Chinese context. This includes the area of rural household 
production and consumption decisions. Thus the proposed research 
is of interest to the World Bank. It provides Chinese scholars 
with useful tools, links local scholarly work to public policy, 
and provides institutions like the World Bank with a stronger 
basis for policy advice and associated lending conditionality. 

The analytical framework, building as it does on the work 
of Singh, Squire,Strauss,Binswanger,Rosenzweig, and Brandt; is 
solid, as demonstrated by the decision to model household 
consumption, production, and labor supply decisions in an 
integrated manner. 

I do worry about linking the households sampled to 
locations selected in the 1930's, in order to exploit the 
benefits of the earlier study. Given the enormous structural 
changes the the Chinese economy has undergoe, including the 
emergence of very significant urban markets, it might have been 
more sensible to make the choices afresh. However, only the 
researchers themselves can judge whether sticking to the original 
choices would deprive them of valuable data points. 

As for the timetable proposed, I see no reason for the 
study to encounter unusual or unanticipated delays. My experience 
is the the implementation phase of any such activity in China 
moves very smoothly. On the budget, I am satisfied that the 
resources set aside for in-country work are adequate, and I have 
no basis for challenging thje estimated costs of work in North 
America. 

Overall then, this is a solid and very professional piece 
of work. I believe it merits co-funding by the Bank. 
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The research agenda described In the proposal is quite ambitious. It 
Intends to . analyze economic behavior of households (Input, output, consumption 
and labor decisions), the operation of markets (products, Inputs and credit) and 
the equity impact of the new household-based farming system and related 
liberalization measures. These are all interesting topics on which expansion of 
knowledge would be useful. The difficulty I have with the proposal Is that very 
little deatll Is being provided about how the researchers are Intending to derive 
reliable analytical statements beyond a mere description of observed behavioral 
patterns. 

Apparently, the authors have decided not to Invest too much time at this 
stage In considering specific analytical a·pproaches. Indeed, they state "our 
analytical framework will have to evolve as we go along", (p.12) although they 
refer to the Singh, Squire and Strauss (1986) household model as a starting point. 
It is well known that the household production-consumption model does not lead 
to straightforward econometric applications when markets are not perfect, as the 
authors point out. The authors have not attempted to discuss how they may 
overcome the econometric dlfflcultles posed by the fact that both credit and input 
markets are subject to rationing rules, dual prices prevail In some of the product 
markets, restrictions on migration are present and returns to off-farm and on­
farm labor are not equilibrated. Some of these problems have been tackled (one 
at a time) in the empirical literature, but not a combination of these. There Is 
already a body of information which can be used for a stylized theoretical model 
of rural households, thus permitting a discussion of estimation procedures. 

The proposal does not provide a clue on how the functioning and the role 
of product and factor markets wlll be analyzed, and on how Impediments to their 
further expansion wlll be Ident if ied (a stated objective of the study). 

One would expect that the existing empirical literature as well as theory 
would be used to generate tentative hypotheses which will guide the emplrlcal work 
and wlll help In selection of an analytical framework which lends Itself to valid 
econometric procedures to confirm or reject the tentative hypotheses. Very few 
such hypotheses are stated (Implicitly) in the proposal, and no discussion of 
econometric procedures. 

In summary, the proposal Is not yet fully developed. The authors need to 
focus on the specific analyt ical framework and on the econometric procedures 
which are needed to produce the Information they seek to provide. 



.teviewer l/4 

While I am sysmathetic to research in the area and to the overall objectives of 
the proposal, the current formulation is not particularly well thought out and 
would require a major revision---including the use of different data sources--­
before providing a basis for the stated policy objectives. 



The Impact of Market Oriented Policy Reforms on Households in Rural China 

The strength of this funding proposal appears to be that it might 

facilitate, at a third of the total cost, World Bank access to household-level 

survey data in North China. Note that set-up costs of the survey, as well as the 

entire costs of data collection, are fully covered by the National Academy of 

Social Sciences and the IDRC. I share the view that good household-level data 

is essential for an understanding of the basic relationships that underlie policy 

making. The existence of data from the 1930's adds another interesting dimension 

that would intrigue the economic historians, although one must be cautious about 

drawing parallels between different types of data based on quite dissimilar 

methods. Despite my interest in the NSS/IDRC data collection effort, I have 

serious misgivings about the present proposal, which appears to have been hastily 

appended to what might be an intrinsically useful data base. 

It is not clear that World Bank participation would influence the range of 

issues that the IDRC/NSS exercise is designed to address, including sample choice 

and design. In this connection, the proposers should clearly state the 

objectives of the IDRC/NSS data collection. In addition to the evident economic 

history perspective, the choice of sample areas suggests that there is also 

likely to be a focus on dryland farming in North China. Both these sets of 

issues are eminently researchable, and I would support such work . Nonetheless 

there is a wide gap between these worthy pursuits and the rather comprehensive 

objectives that the proposal sets itself. 

(i) If one were thinking about agricultural growth and employment in 

China, Hebei and Liaoning are not the first provinces that would come to 
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mind. While these provinces are certainly not insignificant, more 

southerly coastal provinces, or those along the great rivers, would be 

rather more important for virtually all the questions rai sed in the 

funding proposal. 

(ii) A related, though distinct issue, concerns the role of 

alternative price and tax policies in the agricultural sector. What is 

needed, as shown by the theory of policy reform (see the Newbery and Stern 

volume for the Bank), are aggregate elasticities, and again the estimation 

of elasticities in a rather special region of China would not be 

particularly helpful from the overall policy perspective. 

(iii) Similarly, as far as the degree of inequality in rural China 

is concerned , while local inequality is likely to have widened as a result 

of the reforms since 1978, across region inequality is still the major 

determinant of overall inequality in China. Thus , concentration on 

selected villages in Hebei and Liaoning would not be particularly helpful 

in understanding the diverse patterns and causes of inequality in the 

rural sector of China. 

The paradox referred to in the paper (p . 12) comparing the 

present level of inequality in the rural sector of China to that in the 

1930's may be explained by greater within region inequality in the 30's 

and lower across region dispersion. With the more equal distribution of 

assets at present, the reverse pattern holds, although the overall 

measured inequality may be similar . Unfortunately the sample selection 

precludes a test of alternative hypotheses in this respect. 



3 

The rationing of jobs in the non-agricultural sector has to be 

more precisely defined. While this is probably true in the largely urban 

state-controlled or dominated sector employing roughly 110 millions, there 

are also roughly 90 million persons in the "non-rationed" township and 

village enterprises, as well as 40-50 millions in the "floating" or free-

market urban sector . The proposal should distinguish between these, 

particularly in relation to the operation of the labor market and 

migration, as well as consequences for inequality . It is by no means 

self-evident what the effect of these sub-groups will be on overall 

inequality. 

The weakest part of the proposal is the description of methods to be 

utilized- - -surely the one area where meaningful Bank value - added would be 

expected, given that sample design and data collection have already been spoken 

for. To state that "our analytical framework will have to evolve as we go along" 

is simply not adequate. Perhaps the authors should reapply when they have really 

thought through what they would like to do, other than financing their own jaunts 

in China, and those of the Chinese counterparts in North America. 

It is also worrying that the authors are also not fully conversant with the 

existing research in a number of related fields, as well as other relevant data 

sources. For instance, Steve Pudney at Cambridge and Athar Hussain at LSE, 

together with Chinese collaborators, have been working on household decision 

making in rural China, using a detailed sample from the Chinese Academy of Social 

Sciences to assess inter alia savings decisions and consumption patterns . The 

LSE work is being extended with a 40,000 sample from the State Statistical Bureau 



4 

(SSB), which together with the 1990 Economic Census (to adjust for biases 

particularly on the income side) will provide a firmer basis for national 

decisions than the more restricted IDRC/NSS sample. The consumption data in the 

SSB sample are quite robust. 

If the Bank is seriously interested in the questions raised in the 

proposal, than it should either seek to work with the SSB data set, or even 

consider a better designed LSMS to address the main issues . The present proposal 

is a somewhat unsatisfactory halfway house. 



l 
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Impact of Marketed Oriented Policy Ref onn 
on Households in Rural China 

Summary 

The general objective of this project is to carry out a rigorous analysis of household­

decision making in rural China. With the introduction of the household responsibility system 

and the implementation of a series of market-oriented reforms, rural household behavior has 

once again become extremely important to performance in the rural sector and to successful 

policy formulation. More than a decade into the reform process, however, we have only 

recently begun to analyze key dimensions of household decision-making (e.g. migration and 

labor supply decisions, consumption, investment, production, and marketing) and, through 

this channel, the influence of existing political and newly emerging market institutions on 

productivity and income distribution in the rural sector. 

The proposal constitutes a comprehensive micro-level based investigation of rural 

household decision-making and the evolution and functioning of rural market institutions. The 

research has three major components: 

1. Investigation of the functioning and role played by emerging product and 
factor (land, labor, and credit) markets in directing resource allocation 
throughout the rural sector, as well as analysis of any impediments to their 
further expansion. 

2. An analysis in this new environment of the interaction of farm household 
consumption, production, and labor supply decisions, and their effect on 
agricultural productivity and the marketed surplus of agricultural output. 

3. Examination of the impact of the reintroduction of a household-based 
farming system, and market liberalization, on income distribution in rural 
China, including an assessment of the underlying determinants of inter- and 
intra-village income inequality. 



These questions will be addressed through the implementation of a multi-purpose 

household-level survey modeled after the World Bank's Living Standard Measurement Study 

(LSMS) surveys, and the rigorous analysis of the household and village-level data that will 

be collected. This household-level survey, which will be undertaken in the provinces of 

Hebei and Liaoning, will be carried out in the Spring of 1993, and will extend to between 

1200-1500 households in 24 villages. Most of the funding for implementation of the survey 

has already been obtained from the CSCPRC (Committee for Scholarly Communication witht 

he People's Republic of China) and IDRC (International Development Research Centre, 

Ottawa, Canada.) 

This project will contribute to policy-making in several ways. First, it will help to 

identify those factors at the local level that are presently impeding an expansion in the role of 

product and factor markets in resource allocation in the rural sector, and provide estimates of 

the resulting inefficiency. Impressionistic evidences suggest that the costs of imperfections in 

the land or labor market may be high. Second, with elasticities obtained from the 

construction of an agricultural household model, the implications of alternative price and tax 

policies in the agricultural sector can be investigated, and better policies formulated. Third, 

drawing on the household and village level data, estimates of the degree of inequality both in 

consumption and income at the local level can be obtained, and sources of the inequality 

diagnosed. And fourth, drawing on time-series data dating back to the Land Reform, the 

implications of alternative policies for agriculture's long-term development will be 

investigated. This kind of analysis will not only help to resolve lingering questions relating to 

the impact of rural reforms on productivity and growth, but will be of much wider interest 

now that Eastern Europe and the Soviet Union are embarking on a similar path. 



Several products will emerge from this research project. The first will be papers 

related to the project's three main areas of inquiry, including: 1. An analysis of the 

functioning and influence of rural product and factor markets on rural household resource 

allocation; 2. A study on contract terms under the responsibility system and administrative 

constraints on household behavior; 3. Investigation of household labor supply and rural-urban 

migration decisions; 4. An examination of the interaction of key dimensions of household 

decision-making, and their influence on productivity growth and market surplus; and 5. 

Estimation of the degree of income inequality in the rural sector and identification of its 

major causes. Second, a monograph is planned that ties together these papers into a 

comprehensive assessment of household decision-making under market liberalization and 

analyses developments of the last decade in light of the evolution of Chinese agriculture since 

Land Reform. Finally, a series of papers or monograph is planned that compares the 

project's findings with the results of an equally detailed investigation of some of the same 

North China villages based on data from the 1930s. 
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I. Objectives and Strategy 

A. Research Problem 

A little more than a decade ago, the Chinese government embarked on a radical 

program of rural reform that entailed the wholesale reorganization of the countryside. 

Motivated by a long-term deterioration in agricultural performance, the government dissolved 

collectives, introduced a household-based farming system, and substantially widened the role 

of the market. After an initial acceleration in the annual rate of growth in agriculture to 

nearly 8 percent, by 1985 growth rates had suddenly slowed to pre-reform levels (4 

percent)1
, producing new concerns regarding the distributional consequences, and more 

generally, the viability of the reforms and market liberalization. 

Chinese policymakers now face the difficult task of forging an agricultural strategy 

that not only delivers high rates of productivity and output growth, but simultaneously deals 

with the distribution issue. One important strategy is to expand the technological potential of 

agriculture (Rozelle, 1990). Yet, as the experience of the pre-reform era makes clear, 

continued technological progress is by itself not sufficient--despite rapid dissemination of new 

high-yielding varieties and increased usage of modem inputs--productivity growth actually 

faltered in the sixties and seventies. (Tang and Stone, 1985) Today, with both production 

and distribution in the countryside increasingly--but not totally--privatized, the economic 

1
• Between 1979-1984, gross value of agricultural output (GVAO) grew by 7.9 percent, 

and crop production by 6. 8 percent. In contrast, over the next five years, GV AO increased 
only 3.8 percent, while crop production growth fell to a meager 1.1 percent. Zhongguo 
tongji zhaiyao, 1989, p. 53. Preliminary estimates for 1990 suggest growth in excess of six 
percent, but much of this may be linked to economic retrenchment at the macro level 
(Sicular, 1990). 
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behavior of Chinese rural households and the working of rural market institutions (product 

markets as well as credit, labor, and secondary land markets) have become equally important 

to any analysis of the rural sector and to successful policy formulation and implementation. 

Analyses at the aggregate level of China's agricultural performance in the 1980's can 

provide a conventional wisdom regarding observed trends. For example, the slowdown in 

grain output after 1984 could be attributed to reduced purchase prices and slow growth in 

fertilizer availability, while recent (1989-90, 1990-91) bumper crops might be attributed to 

higher prices and better weather. Yet aggregate analyses overlook potentially important 

phenomena which are best examined at a much more disaggregated level, particularly the 

influence emerging labor, credit and land markets on household behavior. Household-level 

analyses are important because they can carefully examine the role played by these three 

factor markets, and as such can confirm, modify, or in some cases even reverse the findings 

of aggregate level analyses. Confirmations, modifications and reversals can all have 

important policy implications at the aggregate level. In addition, household level analyses 

are needed to examine distributional issues, in particular the relationship (if any) between 

inequality and productivity. 

Despite a rapidly expanding literature on post-reform Chinese agriculture,2 systematic 

examination of the behavior of rural households, their interaction with existing political and 

newly emerging market institutions, and impediments to the market's further expansion has 

2 See, for example, the collection of papers in the December 1988 China Quarterly. 
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been largely absent. 3 For example, we have only limited information on individual 

household labor supply and rural-urban migration decisions, or for that matter, consumption, 

savings and investment behavior, despite the fact that all are extremely important to long-run 

agricultural productivity and income distribution. 4 The same can be said of the evolution 

and functioning of rural product and factor markets (especially rural labor and credit 

markets, and now in some areas the market for sub-leasing of land) and, in tum, the nature 

of their growing influence on farm household decision-making, income distribution, and 

economic growth in the countryside. 

While this neglect may be partially attributed to the fact that much of our attention 

during the last decade has been drawn to the larger political economy issues of the reform 

process (Perry and Wong, 1985), from our perspective a more serious constraint has loomed: 

the lack of available household-level data suitable for empirical investigation. Although there 

certainly are some exceptions, the rural surveys that have been recently undertaken--by the 

Chinese as well those in collaboration with Westemers--have frequently focused on only one 

or two dimensions of household behavior, and often tend to be of relatively poor quality, 

lacking proper probability samples, adequately conceptualized and designed questionnaires, 

and in some cases, the use of trained and experienced enumerators (Rosen and Chu, 1987). 

This project takes an important step in filling this void. Taking as our point of 

3 Feder et. al. (1989, 1990), however, provides an excellent examination of credit 
markets. For a general discussion on how local political factors appear to be constraining 
market liberalization, see Nee (1989) . 

4 Sicular's (1990b) recent observation that much of the decrease in growth rates since 
1984 may be due to a decline in household labor supply caused by falling relative 
profitability of farming activity suggests as much. 
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departure the World Bank's Living Standards Measurement Study (LSMS) household survey 

methodology, the core of this proposal is a rigorous analysis of a carefully conducted multi­

purpose rural household survey, supplemented by village-level questionnaires. The survey, 

which will be undertaken in the provinces of Hebei and Liaoning, will be carried out by a 

three member team from North America in collaboration with the Economic Research Center 

(ERC) of the State Planning Commission and its Institute of National Land Planning. North 

American team members include Loren Brandt, Department of Economics, University of 

Toronto, Paul Glewwe, World Bank, and Barbara Sands, Department of Economics, 

University of Arizona. Funding for most of the data collection costs has already been 

obtained from the U.S. Committee for Scholarly Communication with the People's Republic 

of China (CSCPRC) and Canada's International Development Research Center (IDRC). In 

this proposal we are asking the World Bank to fund the remainder of the data collection costs 

and a large portion of the analyses costs. 

B. Research Objectives 

Our ultimate objectives are two-fold: 1) undertake a systematic analysis of household 

decision-making in rural China in the post-reform era, most notably decisions relating to 

farm production, marketing, investment, and labor supply decisions, and their interaction 

with emerging market institutions; and 2) to assess the implications of household behavior for 

long-run, productivity growth in agriculture and for income distribution in the rural sector. 

This information will allow one to better judge the possible outcomes of various policy 



options. 

To fulfill these objectives, the project's three major areas of inquiry will be: 

1. Investigation of the functioning and role played by emerging product and factor (land, 

labor, and capital) markets in directing resource allocation throughout the rural sector, as 

well as analysis of any impediments to their further expansion. 

2. An analysis in this new environment of the interaction of farm household consumption, 

investment, production, and labor supply decisions, and their effect on agricultural 

productivity and the marketed surplus of agricultural output. 

3. Examination of the impact of the reintroduction of a household-based farming system and 
I 

market liberalization on income distribution in rural China, including an assessment of the 

underlying determinants of inter- and intra-village income inequality. 

C. Relationship to other research: 

5 

During the 1980s much of the research on Chinese agriculture was concerned with 

analyzing the larger political economy issues of rural reform and tracking, almost exclusively 

at the national level, the impact of a sequence of major policy changes dating back to 1978.5 

Notable contributions addressing the latter issue include Lin (1989a, 1989b) and McMillan, 

Whalley, and Zhu (1989). Using standard growth accounting techniques, these studies 

estimate the degree to which the impressive gains recorded between 1978-1984 were the 

5
• See, for example, Perry or Wong (1985), or the papers in the December 1988 China 

Quarterly. Sicular (1990a) discusses major changes regarding pricing. 
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product of changes in farm-level organization as opposed to changes in commercial policy 

and technology. Both single out the incentive effects of the institutional change and pricing 

policy on effective farm labor supply, and the latter's contribution to growth. As for the last 

half of the eighties, Lin's analysis suggests that much of the reduction in the growth rate is a 

consequence of a reduced farm labor supply, and falling total factor productivity. 

Unfortunately, analyses at the aggregate level suffer from severe data limitations 

which could jeopardize econometric estimates of the causes of increased productivity in 

agriculture. First, some variables are measured crudely, which made lead to measurement 

error in parameter estimates. An example of this is labor supply, which in aggregate 

analyses is measured in terms of the number of people engaged in farming with no account 

taken for changes in the time actually spent in farming activities. Second, other variables 

cannot be measured at all at the aggregate level, and their absence may lead to omitted 

variable bias of the parameters on those variables which are observed at the aggregate level. 

Examples of difficult to observe variables are credit availability and property rights. Third, 

use of aggregate data generally limits one to very small sample sizes, which necessarily 

entails only rough estimates of the underlying model. Use of household level data should · 

overcome these difficulties, and should also lead to a more direct understanding of how 

responses by rural households in China to changes in the policy environment. 

Because of these difficulties with aggregate-level analysis, there is a need for micro­

level based investigations of household decision-making to study the influence of institutional 

and policy changes on farm inputs, productivity, investment, marketing, and so forth. This 
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kind of analysis is essential to identifying the forces underlying aggregate trends.6 Moreover, 

aside from limited analysis utilizing provincial-level data (e.g. Lyons, 1990), cross-sectional 

differences--such as those at the village or county level--which historically have often been 

very pronounced in China, have been largely ignored. 

Because of this need, the focus of attention has shifted to micro-economic analyses. 

Recent research by Feder et. al. (1989, 1990) and West (1991), for example, draws on 

household-level agricultural data for select areas of rural China to investigate the functioning 

of rural credit markets. Both studies find segmentation between the formal and informal 

credit markets, while Feder et. al. argue that in two of the three areas they investigated 

credit constraints adversely influenced agricultural performance, although not 

overwhelmingly so. Household-level surveys recently completed in southern Guangdong by 

Terry Sicular of Harvard University, and by Scott Rozelle of Stanford in over twenty 

counties in four provinces will soon be put to use to examine several dimensions of farm 

household decision-making. Rozelle, for example, is primarily concerned with hybrid rice 

adoption and the influence of local cadres on farm household behavior (1990). Income data 

on more than 20,000 households have also recently been compiled in a project funded by the 

Ford Foundation and headed up by Keith Griffin and Chao Renwei to investigate poverty and 

income distribution in China. 

These projects can be credited with substantially expanding the pool of rural 

household-level data. In key respects, however, each survey is limited: the Sicular and 

6 See Feder et. al. (1988) for an example of how household-level analysis can be put to 
use in this way. 



8 

Rozelle surveys, for example, are restricted to farming households and collected minimum 

household expenditure data. The Feder et. al. investigation (RPO 674-34), on the other 

hand, while larger in size than either the Sicular or Rozelle surveys, only sampled 

households from three counties in two provinces. Despite these shortcomings, these projects 

will complement our investigation in that each provides valuable insight into the functioning 

of local markets and the ramifications of their inefficiencies. 

Finally, our research project is related to ongoing work by several team members on 

the rural economy of North China during the 1930s. This research provides a valuable 

historical baseline for our investigaton, and used in conjunction with village-level (formerly 

collective) time-series data for the post-1949, will enable us to supplement the project's 

cross-sectional investigation with modest longitudinal analysis. 

D. Expected Contributions 

There are several ways in which this project distinguishes itself from ongoing work 

on rural household behavior in China. First, it's much more comprehensive. Rather than 

focusing on a single dimension of household decision-making, we are concerned with a wide 

variety of household decisions that bear on productivity growth and income distribution, and 

the links between them. This much wider interest is immediately reflected in the 

questionnaire design of our survey, which follows in key respects the format of LSMS. Our 

analysis is also extended to nonfarming households, who have become and will continue to 
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be an increasing percentage of the rural population.7 Questions of labor market development 

and income distribution in the rural sector cannot be adequately addressed without these 

kinds of household-level data. Furthermore, through the design of our probability sample, a 

representative cross-section of rural households in the two provinces will be obtained. This 

will allow for substantially more generalization than that permitted by existing surveys that 

draw households from a relatively small number of localities. 8 

Second, our project will devote substantial attention to "cataloguing" the environment 

in which household decisions are made, most notably, the terms of the responsibility system 

and other forms of administrative intervention. It is a misnomer to believe that restrictions 

on household behavior have disappeared with the introduction of the responsibility system. 

Presently, however, detailed information on how the contracts are set, their contents, or the 

nature and extent of other forms of administrative intervention is limited.9 Despite claims 

that contracts have been lengthened almost uniformly to 15 years, there are numerous 

reported cases of village-level redistribution of land since the initial implementation of the 

7 At present, nearly a quarter of all rural households are primarily engaged in 
nonagricultural activity. 

8Although the pace of reform has been more rapid in the southern provinces, the 
substantial growth in the rural nonagricultural sector, notably in the environs of Beijing, 
Tianjin, and Shenyang, has likely exerted similar pressures for reform. Consequently, we 
also expect to find substantial diversity in the degree of market liberalization between areas. 
As explained below, we also have detailed pre-1989 household-level data for both provinces, 
which will provide a historical base line. 

9See Crook (1985) for a sample contract. For a discussion of how grain contracts are 
set, see Oi (1989) , chapter 8. Nee (1989) examines cadre malfeasance. 
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responsibility system. 10 We are inclined to believe that heterogeneity at the local level is 

substantial, in the event of which a careful description of the local institutional setting will be 

essential. 

Much of our proposed analysis is cross-sectional in nature. However, because of a 

mutual historical interest our Chinese collaborators have agreed to provide village-level time­

series data dating back to Land Reform. In fact, a small number of the villages that we 

anticipate surveying were the product of equally detailed investigations nearly sixty years 

ago. With the support of Canada's Social Sciences Research Council, Loren Brandt has 

assembled a data base that extends to nearly 1500 households in 25 diverse villages. 

Altogether, the data base provides detailed information on more than 400 variables at the 

household level, including consumption, production, asset accumulation, land and labor 

contracts, and credit relations. These data are now being used to provide new perspectives 

on the workings of the North China rural economy during the early twentieth century, 

including: 1) impact of market development and commercialization on productivity and 

income distribution; 2) the functioning of land, labor, and credit markets and their impact on 

resource allocation at the household level; 3) contract choice in agriculture at both the village 

and household level; 4) consumption, investment, and saving decisions, and their 

implications for productivity growth. 

Combining the time series and cross-sectional analysis, our project promises unique 

insights into long-run agricultural development in North China, and the evolution of market 

1°This, for the case of Hebei and Liaoning, was communicated to Loren Brandt by a 
former colleague of Justin Lin of the Rural Development Institute. 
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institutions over the course of the last decade. 11 Once again, the highly aggregate nature of 

past investigations have likely concealed substantial local differences. This kind of analysis 

will not only help to resolve lingering questions relating to the impact of the rural reforms on 

productivity and growth, but will also be of much wider interest now that Eastern Europe 

and the Soviet Union are embarking on a similar path. This analysis also promises to make 

a concrete contribution to ongoing policy debate. Two examples can be provided. As in 

other low-income countries, agricultural pricing policy in China has distributive objectives. 

At present, there is an implicit tax on the agricultural sector that helps to subsidize food 

consumption in the urban sector. This tax is exacted in a variety of ways--through the terms 

on which farm households must sell farm output to the state under the household 

responsibility system, the pricing of farm inputs, etc. Oddly, the implications of these 

policies for farm household decision-making, most notably, output supply decisions, have yet 

to be analyzed. The major obstacle has been the lack of production, consumption, and 

marketing elasticities (Sicular, 1990). The survey will provide the required production, 

expenditure, and price data, from which elasticity estimates can be obtained in the context of 

a farm household model. With these elasticities, the implications of alternative pricing/tax 

polices can be explored (Newberry and Stem, 1987). 

Widening disparities of income in the countryside, both between as well as within 

villages, have also been a persistent concern since the commencement of rural reform. 

Survey data will allow us to measure the magnitude of these differences and to identify 

11For example, we will see whether cross-sectional estimates from household level data 
are consistent for time series estimates of aggregate data. 
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systemic causes. Although intra-village inequality likely reflects inter-household differences 

in such factors as educational attainment and dependency ratios, there is reason to believe 

that these differences have been exacerbated by disparaties in the rate of return to labor in 

and out of agriculture. This gap, in tum, may be linked to institutional imperfections in the 

rural labor market, most notably, the rationing of jobs in the nonagricultural sector. In a 

related manner, continued local restrictions on the secondary land market, and perhaps on the 

hiring of farm labor, have likely given rise to productivity differentials between farms 

unrelated to differences in land quality, etc. Demonstrating these links is the critical first 

step in justifying new institutional reforms that would further expand the role of local factor 

markets. Additional insight can be obtained by comparing inequality estimates for the 1990s 

with those already made for the 1930s (Brandt and Sands, 1990).12 

II. Design 

A. Analytical Framework 

Because we presently do not know very much about the environment in which 

household decision-making occurs and the operation of product and factor markets in the 

areas to be surveyd, our analytical framework will have to evolve as we go along. We take 

as our starting point the general model of agricultural household behavior found in Singh, 

Squire, and Strauss (1986), which will be adapted to the Chinese case. 

Our initial pass at the data will be highly descriptive in nature. Upon completion of 

12Preliminary analysis of the 1930's data reveal a degree of inequality at about the same 
level some have found in China in the late 1980's. This is surprising and needs to be 
explained. 
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the survey, for example, one of our primary objectives will simply be to document the use of 

factor markets (land, labor, and credit) in agriculture, the role of off-farm opportunities, the 

degree of commercialization, and possibly differences in the institutional environments facing 

rural households. By design, the households investigated will be drawn from a cross-section 

of rural North China villages. Fragmentary data suggest that the pace of market 

development has been highly uneven throughout the two provinces, and so substantial 

diversity in each of these areas is anticipated. 

Investigations into the operation of rural labor markets and the process of wage 

determination using a combination of household, individual-level, and village data will 

immediately follow. One important exercise will entail simultaneously modeling the 

household's decision to supply labor off the farm and individual wage determination. 

Empirically, this entails the estimation of wage equations corrected for selectivity bias 

(Heckman, 1979). 13 In addition to offering insights into the influence of household-level 

variables on the decision to supply labor off the farm, the effect of individual (age, 

education, experience, etc.), occupational, market, and non-market variables, etc. on wage 

determination can be estimated. Such an investigation has already been carried out for the 

1930s by Loren Brandt and Arthur Hosios (1991) using wage data for more than 750 

individuals, and thus provides an interesting basis for comparison. 14 

13 Selectivity bias arises in this context because unobservable variables influencing the 
household decision to have one of its members work of the farm may be correlated with 
unobservables influencing individual wage determination. 

14 For example, in contrast to our preliminary findings for the 1930s that the return to 
literacy in terms of wages was 20-30 percent, Lee Travers informs us that he finds no 
significant return to education in wage regressions using contermporary data. 
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Assuming separability in household production and consumption decisions holds, 

construction of a rural household model entails the separate estimation of a system of 

commodity demand equations, and production-side equations, usually a profit function and 

related input demand equations. These parameter estimates can then be combined to obtain 

estimated elasticities of demand and supply, which are the basis for policy analysis. The 

survey questionnaire will be designed with these data requirements in mind. For a variety 

of reasons, the assumption of separability may be difficult to maintain. In rural North 

China, imperfections in the rural labor market may imply differences in the returns to labor 

on and off the farm; differences may also exist in the sales and purchase price for some 

agricultural commodities because of the responsibility system. In such an event, modeling of 

the household will have to be altered. 15 Modifications of just this sort help to reiterate the 

role of our preliminary analysis and call for flexibility in our analytical approach. 

B. Specific Research Tasks 

The specific research tasks are the implementation of a comprehensive household­

level survey and its subsequent analysis. As discussed more fully in section ill, this survey 

will be carried out in the spring of 1993, following nearly a year of preparatory work. The 

latter includes preliminary visits to survey cites in the Spring of 1992, design and pretesting 

of the household-level questionnaire, development of a village level questionnaire, 

comprehensive training program for survey personnel, and collection of key time-series data, 

15 Jacoby (1991), for example, shows how to proceed in the case in which there is no 
market for labor. 



e.g. cropping patterns and output, for the villages from which households will be surveyed. 

Because of the use of computers on-site to process survey questionnaires, data 

analysis should begin no later than June or July of 1993. Three sequentially-related 

investigations bearing on household decision-making and its implications for productivity 

growth and income distribution are then planned: 

1. Examination of the widening role of emerging product and factor markets in 
directing resource allocation in farming and non-farm activities in the rural sector. 

15 

Aside from a few highly localized surveys that suggest an expanding role for product 

and factor markets in the rural sector (Lin, 1989), these markets, along with contract terms 

facing households under the responsibility system, have yet to be systematically investigated. 

Detailed household-level data covering obligations under the responsibility system, marketing 

of farm produce, and labor supply decisions--on and off the farm--will allow us to quantify 

for the first time the role of these markets in rural North China, examine their implications 

for intra and inter-household allocative efficiency through productivity comparisons based on 

production or cost function estimation, explain any inter- and intra-village differences, and 

possibly identify other factors that may be impeding their wider use, e.g., credit constraints 

or administrative prohibition. In doing so, we will draw on an extensive body of work on 

rural factor markets and contract choice in the development literature that may be of some 

relevancy (Binswanger and Rosenzweig, 1986), and on our ongoing investigation on the 

historical role of these institutions in these villages (Brandt, 1987 and Brandt and Hosios, 

1990 and 1991). The maturity of these markets and the extent of government intervention, 



in tum, figure prominently in our analysis of household behavior, which is described next. 

2. The interaction of farm household consumption, investment, production, and labor 
supply decisions, and their implications for productivity growth, marketing, and 
agricultural policy. 
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Household and village-level data will be used to develop and estimate a 

microeconomic model of the farm household for the region. Our prior investigation into the 

operation of rural product and factor markets, contract terms facing households under the 

responsibility system, and so forth will figure prominently here because each bears critically 

on questions of separability and, therefore, the modeling strategy adopted to integrate 

household consumption, production, and labor supply decisions (Singh, Squire, and Strauss, 

1986). The estimated model can provide new insights and estimates relating to rural 

houshold behavior (e.g., responsiveness of farm output and marketed surplus to input and 

output price changes, and therefore, consumption and nutrition) and incomes (e.g., the effect 

of output and input price changes on incomes), both of which are critical from a policy 

perspective. In this context, the impact of rapid rural industrialization and expanding off­

farm opportunities on agriculture can also be easily analyzed. 

3. The impact of economic reform and market liberalization on income distribution in 
the rural sector. 

It is widely believed that at the village (formerly collective) level income disparities 

probably widened with the reforms and market liberalization. Few village level estimates 
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exist however (Putterman, 1989). The household level data will allow for new cross-

sectional estimates of income inequality at the village level. These estimates can serve 

several purposes. With data on family size, assets, income from farm and off-farm activities, 

etc., the sources of the inequality can be decomposed. In addition, since the villages from 

which households will be surveyed have been purposefully selected for their marked diversity 

in such areas as degree of commercialization, extent of off-farm opportunities, and level of 

income, these estimates will provide important clues as to the differential impact of the 

reforms on the rural sector. And finally, these data may help explain why the existing 

degree of income inequality in the rural sector is nearly the same as that estimated for the 

mid-1930s (Brandt and Sands, 1990), despite the fact that access to land--a key asset in the 

rural sector--is today much more equal. 

C. The Nature of the Final Product 

In addition to a new data base, several products will emerge from this project. The 

first will be five papers that are related to the three major areas of inquiry that were 

identified in section B including: 

1. An analysis of the functioning and influence of rural product and factor markets on rural 

household resource allocation. 

2. A study on contract terms under the responsibility system and administrative constraints 

on household behavior. 

3. Investigation of household labor supply and rural-urban migration decisions. 

4. An examination of the interaction of farm household labor supply, consumption, 



production, and investment decisions, and their influence on productivity growth and the 

market surplus. 
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5. Estimation of the degree of income inequality in both consumption and income in the rural 

sector in the region and identification of its major causes. 

In light of the diversity of the papers that have been produced with similar LSMS type 

data sets, we anticipate that a host of related papers will follow, for example, the impact of 

market reform on schooling decisions and the rates of return to education in rural North 

China, or perhaps fertility decisions. We will invite collaboration in some of these areas. 

The third major product will be the training provided for survey personnel and an 

increased institutional capacity in China to carry out sophisticated household-level surveys of 

the kind planned here. Since Chinese team members will be involved from the outset in all 

aspects of the project, this collaborative experience will add to their professional competency 

as well. 

m. Organization 

A. Work Program 

This project can be divided into two major components: the implementation of a 

multi-purpose household-level survey that will be modeled after the World Bank's Living 

Standard Measurement Study (LSMS) surveys, and rigorous analysis of the household and 

village-level data that will be collected. 

In order to ensure the data quality, the project will devote substantial resources to 

each of those areas Chinese surveys have historically been weak: questionnaire design 
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(household and village-level), pretesting, listing operations and development of an 

appropriate probability sample, extensive training for survey personnel, and computer 

software development. Following a four-week visit to potential survey cites in the spring of 

1992, these "preliminary" tasks, which altogether will take up to a year to complete, will be 

carried out by project members, with the help of three or four experts in the international 

development community who will be hired as consultants to the project expressly for these 

purposes. The appendix provides a tentative timetable for this portion of the project, with 

the survey itself tentatively planned for March and April of 1993. Data analysis can begin 

within several months of the completion of the survey, and will primarily be carried out at 

the University of Toronto. 

B. Consultants 

Three consultants will be hired to provide technical expertise for the survey. They 

include: 1. A statistician to oversee the selection of 20-25 sampling areas, check the listing 

operations, and oversee household selection in each sampling area; 2. An expert in survey 

methodology to organize and run a 3-4 week training program for survey enumerators, and 

develop a trainer's manual; 3. A computer/data management consultant who will design a 

data management system for the survey and train a small group of data entry operators. 
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C. In-country collaboration 

After numerous discussions with fellow academics and representatives of major 

funding organizations involved in financing collaborative work with the Chinese, Loren 

Brandt spent three weeks in November of 1989 in Beijing discussing the project with a host 

of institutions including several institutes within the Chinese Academy of Social Sciences, the 

Economic Information Centre, and the Economic Research Center of the State Planning 

Commission. On the basis of these meetings, the Economic Research Center was identified 

as the most desired collaborator, and subsequently agreed to participate in the project. 

Through their Institute of National Land Planning, they offer valuable expertise on 

agriculture-related matters in the region. Moreover, they have an administrative network that 

extends below the county level that can be utilized to secure local political support for the 

project (an absolute must) and that can be tapped for enumerators. 

Mr. Huang Fanzhang, Director of the Economic Research Center, has organized a 

team of five Chinese experts to work with the three North American members throughout the 

duration of the project. Two of the Chinese team are members of the Institute of Land 

Planning, Economic Research Center, State Planning Commission, two are from the 

Liaoning Provincial Planning Commission, and one is a member of the Institute of 

Agricultural Economy, Chinese Academy of Agriculture. They will provide invaluable aid 

in converting the LSMS survey to conform with current Chinese rural realities. More 

generally, the ERC will provide all the in-China administrative services necessary to conduct 

the survey. These services entail locating the target villages, negotiating permission to 

conduct the survey with local government, selecting survey enumerators, coordinating the 
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logistics of the training program, transport to the survey cites, and participation in the survey 

itself. The Economic Research Center has obtained permission for this project from both the 

State Planning Commission and the State Council. Several of our Chinese colleagues will 

visit either Washington or Toronto in 1993 for purposes of collaborative research. 

IV. Resource Requirements 

The proposed budget for costs to be covered by the research committee is $58,980, 

which represents less than a third of the total cost of the project. Financial support for the 

remaining two-thirds of the project's costs have already been secured from the CSCPRC 

(Committee for Scholarly Communications with the People's Republic of China, National 

Academy of Social Sciences) and IDRC (International Development Research Centre, 

Ottawa, Canada). Funding from the CSCPRC primarily covers the set-up costs of the survey 

(visits to potential survey cites, work on the design of the questionnaire, survey pretesting, 

etc.) that will be incurred in the course of two visits to China by North American team 

members in the spring and summer of 1992. IDRC, on the other hand, has agreed to fund 

all the costs of the survey to be incurred in China, including all hardware costs, salaries of 

survey personnel, local transportation costs, etc. 

The remaining items for which funds are being requested are the costs of several 

technical consultants to the project (see section III), research assistants, computer time, the 

costs of a trip by the three North American team members to China in the spring of 1993, 

and a return trip by several Chinese colleagues for purposes of collaborative research. 

Although these items represent less than a third of total project costs, they are considered 



essential, and the project cannot begin until their funding has been secured. By helping to 

fund the project, the World Bank, through Glewwe's participation, obtains future access to 

the data and the opportunity to provide direct input into subsequent analysis. If the 

remaining funding is secured elsewhere, however, this influence will be lost, and World 

Bank may not be able to obtain access to the data. 
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General Budget and Timetable: Chinese Rural Household Survey 

Survey Scope: 

Survey Timing: 

Funding Sources: 

Funding Notes: 

Funding Costs: 

Survey will extend to between 1250-1500 households drawn 
from approximately 24 villages. Visits to villages in the region 
will precede the survey and will aid in the design and 
construction of household and village-level questionnaires. 

Survey planning, formulation, implementation, and analysis will 
be conducted and completed in a three year period. 

3 Sources 

1. Committee for Scholarly Communication with People's 
Republic of China (CSCPRC), National Academy of Sciences, 
U.S. 

2. East Asia Branch, International Development Research 
Center (IDRC), Canada 

3. World Bank (WB) 

Obtained (Obt) 
Pending (Pend) 

All dollar amounts are in U.S. dollars. 



I. First Year: September 1991 - August 1992: 

Major Objectives: 

Initial coordination between Canadian, U.S., 
and Chinese teams; village visits and 
selection, Survey formulation, data base 
construction, and survey pretesting. 

Travel to China: 

1. 3 North American team members' travel to 
China - 2 trip each for a total of 5 months 
per person. 

Budget Note: $2,100 plus international travel 
per diem plus excess baggage allowance per 
trip. Set-up cost allowance of $1,000 per 
member. Living allowances of $1,000 per 
month per member. Release time for 2 
members for 5 months each at $2,750 per month. 

Village Visits and Selection: 

2. Travel to villages in Hebei and Liaoning 
provinces by U.S. and Chinese teams. 

Budget Note: A van and driver for 15 days 
plus local costs for Chinese team members. 

Survey Design Work: 

3. Constructing the household and village­
level questionnaires and designing 
outlying villages probability sample. 

Budget Note: Statistical Consultant 
hired for 10 days with an honorarium 
of $245 per day. 

Data Management: 

4. Constructing a data base program, inclusive 
of pin-yin (romanized Chinese) prompts and 
consistency checks. 

Cost 

54,750 

1,500 

2,450 

Funding 
Source & 
Status 

CSCPRC 
(Obt) 

IDRC 
(Obt) 

WB 
(Pend) 



Budget Note: Data base management 
consultant hired for 21 days with an 
honorarium of $245 per day. 

Survey and Data Equipment Acquisition: 

5. 1. 5 IBM PC-compatible computers (4-80286's 
plus 40 mb hard disk) at $1500 each, 
(1-80386) at $2500. 
2. 4 Epson dot matrix printers at $400 each. 
3. 1 HP Laser-Jet printer at $1250. 
4. 5 Emerson UPS Acucards at $250 each. 
5. 5 copies SAS software at $350 each. 
6. Additional parts/repair budget $750. 
7. Supplies (Paper, diskettes, ribbons) $1000. 

Equipment Explanation: 

PC's will be used on site in order to improve 
overall data quality and reduce data-processing 
time. Households will be surveyed in two rounds, 
scheduled two weeks apart. Within several 
days of each interview, the data will be 
entered and checked, so that any errors or 
inconsistencies can be corrected on subsequent 
household visits. The use of PC's has 
become a standard feature of the LSMS-style 
surveys, and has played an important role in 
substantially raising survey quality. Also 
included in the budget is an additional 
$750 to cover any repair costs that may be 
required during the duration of the project. 

Survey Printing and Translation: 

6. Translation and printing of the village-
level questionnaire, the individual household 
survey forms, and training manual for 
enumerators-entry operators. 

Cost Funding 

5,145 

16,100 

Source & 
Status 

WB 
(Pend) 

IDRC 
(Obt) 



Budget Note: Printing costs of $2.00 each 
for 50 training manuals, 125 pre-test 
household questionnaires, 20 village-level 
questionnaires, 1500 survey household 
questionnaires. $1000 for translation. 

Survey Preparation Work: 

7. Communication expenses for U.S. and Chinese 
teams while not in China 

Budget Note: Xerox, mail, phone, and fax 
expenses at $200 per month for 7 months. 

II. Second Year: September 1992-August 1993 

Major Objectives: 

Provide training for survey personnel, implement 
survey, and preliminary survey analysis. 

Travel to China: 

1. 3 North American team members' travel to 
China - 1 trip each for a total of 2 months 
for 2 members, and 1 month for 1 member. 

Budget Note: $2230 per trip, and $1000 
per person per month living expenses. 

Survey Implementation: 

2. 4 week training session in China for enumerators 
to be taught by a survey-training consultant. 

Cost Funding 

4,590 

1,400 

11,690 

Source & 
Status 

IDRC 
(Obt) 

IDRC 
(Obt) 

WB 
(Pend) 



Budget Note: For the training program 
consultant, travel expenses of $2230 
plus $50 per day for living expenses for 
28 days, plus an honorarium of $245 per 
day for 20 days. Additional $1500 for 
seminar supplies: paper, xeroxing, visual 
aids, and room rental. 

Support and implementation of data 
management program. 

Budget Note: For the data management 
consultant, travel expenses of $2230, 
plus living expenses for 14 days, plus an 
honorarium of $245 per day for 14 days. 

Survey Personnel: 

3. Hiring of survey personnel (including 
enumerators and data entry personnel) 
and 8 vans and drivers to transport 
surveyors to 4 villages and outlying areas. 

Budget Note: A total of 40 survey and 
data entry workers will be hired for 4 
months at $200 per person per month. 
8 vans and drivers for 2 months. 

Explanation: 

Each household will be visited twice. 
1 surveyor can complete 2 11 half surveys 11 

per day. Assuming surveyors work 6 days 
per week, 35 surveyors (5 people are data 
entry personnel) can complete approximately 
1,440 surveys over the course of a 2 
month period. The training session will 
take 1 additional month. 1 month is for 
travel time and leeway. 

4. Research Expenses: 

Budget Note: Costs of research assistant 
and computer time. 

Co~ Funding 

8,530 

1,500 

6,360 

32,000 

8,000 

7,500 

Source & 
Status 

WB 
(Pend) 

IDRC 
(Obt) 

WB 
(Pend) 

IDRC 
(Obt) 

II 

WB 
(Pend) 



Survey Management: 

5. Communication costs between teams while 
not in China. 

Budget Note: Xerox, phone, fax, and mail 
expenses at $200 per month for 8 months. 

Cost Funding 

1,600 

Source & 
Status 

IDRC 



m. Third Year: September 1993-August 1994 

Data analysis, and preparation of reports. 

Budget Note: Costs of hiring consultants, 
research assistants, computer time, and 
visits by Chinese colleagues for post-survey 
collaborative research. 

Cost 

17,500 

Funding 
Source & 
Status 

WB 
(Pend) 



IV. Total Budget Expenses by Funding Source and Status 

CSCCPRC 

$54,750.00 (Obt) 

IDRC 

$66,690 (Obt)* 

WB (Pend) 

$2,450.00 
5,145.00 

11 ,690.00 
8,550.00 
6,360.00 
7,500.00 

17,500.00 

$59,175.00 

* The actual grant is for $75,000, Canadian dollars, which equals US $66,690. All 
IDRC figures given in budget are in terms of U.S. dollars. 





Record Removal Notice Archive& 
& Records Management 

File Title Barcode No. 
Project Management Records - Impact of Market - Oriented Policy Reforms on Households in Rural 
China - RPO# 677-16 - Correspondence 

Document Date 

NIA 

Correspondents I Participants 
Barbara Sands 

Subject/ Title 
Vita 

Exception(s) 
Personal Information 

Additional Comments 

Document Type 

CV /Resume 

1674602 

The item(s) identified above has/have been 
removed in accordance with The World Bank 
Policy on Access to Information or other 
disclosure policies of the World Bank Group. 

Withdrawn by 

Shiri Alon 

Date 

April 19, 2017 

Archives 01 (March 2017) 





Record Ren,oval Notice Archives 
& Records Management 

File Title Barcode No. 
Project Management Records - Impact of Market - Oriented Policy Reforms on Households in Rural 
China - RPO# 677-16 - Correspondence 

Document Date 

October 1991 

Correspondents / Participants 
Loren Brandt 

Subject/ Title 
Curriculum Vitae 

Exception(s) 
Personal Information 

Additional Comments 

Document Type 

CV / Resume 

1674602 

The item(s) identified above has/have been 
removed in accordance with The World Bank 
Policy on Access to Information or other 
disclosure policies of the World Bank Group. 

Withdrawn by 

Shiri Alon 

Date 

April 19, 2017 

Archives 01 (March 2017) 




	1674602-0000-Cover
	1674602-0001
	1674602-0002
	1674602-0003
	1674602-0004
	1674602-0005
	1674602-0006
	1674602-0007
	1674602-0008
	1674602-0009
	1674602-0010
	1674602-0011
	1674602-0012
	1674602-0013
	1674602-0014
	1674602-0015
	1674602-0016
	1674602-0017
	1674602-0018
	1674602-0019
	1674602-0020
	1674602-0021
	1674602-0022
	1674602-0023
	1674602-0024
	1674602-0025
	1674602-0026
	1674602-0027
	1674602-0028
	1674602-0029
	1674602-0030
	1674602-0031
	1674602-0032
	1674602-0033
	1674602-0034
	1674602-0035
	1674602-0036
	1674602-0037
	1674602-0038
	1674602-0039
	1674602-0040
	1674602-0041
	1674602-0042
	1674602-0043
	1674602-0044
	1674602-0045
	1674602-0046
	1674602-0047
	1674602-0048
	1674602-0049
	1674602-0050
	1674602-0051
	1674602-0052
	1674602-0053
	1674602-0054
	1674602-0055
	1674602-0056
	1674602-0057
	1674602-0058
	1674602-0059
	1674602-0060
	1674602-0061
	1674602-0062
	1674602-0063
	1674602-0064
	1674602-0065
	1674602-0066
	1674602-0067
	1674602-0068
	1674602-0069
	1674602-0070
	1674602-0071
	1674602-0072
	1674602-0073
	1674602-0074
	1674602-0075
	1674602-0076
	1674602-0077
	1674602-0078
	1674602-0079
	1674602-0080
	1674602-0081
	1674602-0082
	1674602-0083
	1674602-0084
	1674602-0085
	1674602-0086
	1674602-0087
	1674602-0088
	1674602-0089
	1674602-0090
	1674602-0091
	1674602-0092
	1674602-0093
	1674602-0094
	1674602-0095
	1674602-0096
	1674602-0097
	1674602-0098
	1674602-0099
	1674602-0100
	1674602-0101
	1674602-0102
	1674602-0103
	1674602-0104
	1674602-0105
	1674602-0106
	1674602-0107
	1674602-0108
	1674602-0109
	1674602-0110
	1674602-0111
	1674602-0112
	1674602-0113
	1674602-0114
	1674602-0115
	1674602-0116
	1674602-0117
	1674602-0118
	1674602-0119
	1674602-0120
	1674602-0121
	1674602-0122
	1674602-0123
	1674602-0124
	1674602-0125
	1674602-0126
	1674602-0127
	1674602-0128
	1674602-0129
	1674602-0130
	1674602-0131
	1674602-0132
	1674602-0133
	1674602-0134
	1674602-0135
	1674602-0136
	1674602-0137
	1674602-0138
	1674602-0139
	1674602-0140
	1674602-0141
	1674602-0142
	1674602-0143
	1674602-0144
	1674602-0145
	1674602-0146
	1674602-0147
	1674602-0148
	1674602-0149
	1674602-0150
	1674602-0151



