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Introduction: China’s Economic Transformation from 1959 to 1978

Real Per Capita GDP In China In 1959 Was About $350, But It Doubled To About $700 By 1978, When
Deng Xiaoping initiated a series of economic reforms that transformed China from a largely agrarian
economy into a burgeoning industrial powerhouse. This period marks a significant turning point in Chinese
economic history, characterized by rapid growth, structural change, and increased integration into the
global economy. Understanding this transformation requires examining the economic conditions before and
after the reforms, the policies implemented by Deng Xiaoping, and the broader socio-economic impacts on
the Chinese population.

The State of China’s Economy in 1959

Economic Conditions and Challenges
- Per Capita Income: Approximately $350 in real terms
- Agricultural Dependency: The majority of the population depended on subsistence farming
- Industrial Development: Limited industrial base, largely centered around heavy industries
- Economic Policies: Centralized planning under the Soviet-inspired model
- Major Events: The Great Leap Forward (1958-1962) led to widespread economic disruption and famine

The Impact of the Great Leap Forward
- Drastic increase in steel and grain production targets
- Famine resulting from collectivization and poor planning
- Decline in agricultural productivity and rural incomes
- Overall stagnation or decline in real per capita GDP during this period



Economic Conditions in 1978: The Dawn of Reform

The State of China's Economy
- Per Capita Income: Approximately $700 in real terms
- Agriculture: Reforms led to increased productivity and rural incomes
- Industry: Gradual expansion, with a focus on light manufacturing and export-oriented industries
- Foreign Trade: Limited but growing, primarily with neighboring countries
- Development Gaps: Significant disparities between urban and rural areas, coastal and inland regions

The Political Context Leading to Reforms
- The death of Mao Zedong in 1976
- Power struggles and the rise of Deng Xiaoping
- Recognition of the need for economic modernization
- The Third Plenum of the 11th Central Committee in 1978, which officially launched reform policies

Key Factors Behind the Doubling of Per Capita GDP

Introduction of Market-Oriented Reforms
- Decollectivization of agriculture through the Household Responsibility System
- Encouragement of private entrepreneurship within a controlled framework
- Expansion of Special Economic Zones (SEZs) to attract foreign investment

Agricultural Reforms and Rural Development
- Abandonment of collective farming in favor of individual plots
- Increased food production and income for rural households
- Reduction in famine risk and rural poverty

Industrial and Technological Modernization
- Investment in light manufacturing and export industries
- Adoption of new technologies and management practices
- Establishment of township and village enterprises (TVEs)



Opening Up to Foreign Trade and Investment
- Creation of SEZs in Shenzhen, Zhuhai, and other cities
- Incentives for foreign companies to establish operations
- Boost to exports and technological transfer

Policy Reforms and Governance
- Shift from ideological purity to pragmatic economic management
- Decentralization of economic decision-making
- Encouragement of local experimentation and innovation

Measuring Economic Growth: From $350 to $700

Understanding Real Per Capita GDP
- Adjusted for inflation and purchasing power parity (PPP)
- Reflects the average income of individuals in China in constant currency terms

Growth Rate Analysis
- Compound annual growth rate (CAGR) of approximately 8% from 1959 to 1978
- Accelerated growth post-1978 reforms

Impacts of Economic Growth (1959-1978)

Improved Living Standards
- Increased rural incomes
- Better access to basic services
- Gradual urbanization

Social and Demographic Changes
- Population growth and demographic shifts
- Education and health improvements



Structural Transformation
- Shift from an agrarian to a more diversified economy
- Development of manufacturing and export sectors

Challenges and Limitations During the Period

Economic Disruptions
- The aftermath of the Great Leap Forward
- Political upheavals like the Cultural Revolution

Regional Disparities
- Uneven development between coastal and inland regions
- Rural-urban income gap

Institutional and Policy Constraints
- Centralized control limiting entrepreneurial activity
- Limited foreign investment before 1978

The Significance of Deng Xiaoping’s Reforms

Reform Principles
- "Crossing the river by feeling the stones"
- Emphasis on pragmatic policies over ideological rigidity

Major Policy Initiatives
- Household Responsibility System in agriculture
- Establishment of Special Economic Zones
- Encouragement of foreign direct investment (FDI)
- Decentralization of economic decision-making



Long-Term Effects
- Sustained high economic growth
- Rapid urbanization and technological advancement
- Integration into the global economy

Conclusion: The Economic Leap Forward

The period from 1959 to 1978 was a transformative era for China’s economy. Starting from a modest real
per capita GDP of about $350, the country doubled its income levels to approximately $700 by the time
Deng Xiaoping’s reforms took full effect. This remarkable growth was driven by strategic policy shifts,
agricultural reforms, opening up to foreign trade, and modernization efforts. While challenges remained,
the foundation laid during this period set the stage for China’s rapid economic ascent in subsequent decades,
making it one of the world’s leading economies today.

Looking Ahead: The Continued Growth Post-1978

- The reforms initiated in 1978 catalyzed decades of sustained growth
- China’s GDP per capita continued to rise exponentially
- The country transitioned into a major global manufacturing and technological hub
- Ongoing challenges include income inequality, environmental sustainability, and social equity

Summary

- In 1959, China’s real per capita GDP was approximately $350
- By 1978, it had doubled to about $700 due to Deng Xiaoping’s economic reforms
- The growth was driven by agricultural decollectivization, industrial expansion, and opening to foreign
investment
- These reforms laid the groundwork for China’s remarkable economic development over the following
decades

Further Resources and Reading
- "The China Miracle: Development Strategy and Economic Reform" by Justin Yifu Lin
- "Deng Xiaoping and the Transformation of China" by Ezra F. Vogel
- Reports from the World Bank on China’s economic development
- Academic articles on China’s economic reforms and growth trajectory



---

This comprehensive overview highlights the critical period in Chinese economic history when the
country transitioned from a low-income, centrally planned economy to a burgeoning economic power,
setting the stage for its future rapid growth.

Frequently Asked Questions

What was the approximate real per capita GDP in China in 1959?
The real per capita GDP in China in 1959 was about $350.

How much did China's real per capita GDP increase between 1959 and
1978?
It doubled from approximately $350 in 1959 to about $700 in 1978.

What economic changes occurred in China around 1978 that contributed
to the GDP increase?
The economic reforms initiated by Deng Xiaoping in 1978, including opening up to international trade and
market-oriented policies, contributed to the GDP growth.

Why was the period between 1959 and 1978 significant for China's
economic development?
This period marked a transition from a planned economy to reforms that spurred economic growth and
increased per capita income.

How did Deng Xiaoping influence China's economic trajectory after 1978?
Deng Xiaoping implemented reforms that shifted China towards a more market-oriented economy, leading
to rapid economic growth and increased per capita GDP.

Was the doubling of China's per capita GDP from 1959 to 1978 considered
rapid growth?
Yes, doubling over two decades reflects significant economic progress, especially given the political and
social upheavals during that period.



What factors limited China's economic growth before 1978?
Prior to 1978, China faced economic challenges due to collectivization, political upheavals, and a centralized
planned economy that constrained growth.

Additional Resources
Real Per Capita GDP in China in 1959 Was About $350, but It Doubled to About $700 by 1978, When Deng

Understanding China's economic transformation between 1959 and 1978 is essential to grasping the
country's modern development trajectory. The real per capita GDP in China in 1959 was about $350, but it
doubled to about $700 by 1978, when Deng Xiaoping emerged as the paramount leader, initiating sweeping
reforms that reshaped the nation’s economy. This period marked a pivotal transition from a largely
agrarian, centrally planned economy to a more market-oriented system, setting the stage for China's rapid
growth in subsequent decades.

---

The Context of China’s Economy in 1959

Post-Revolution Economic Landscape

By 1959, China had undergone profound political and social upheaval, having established the People's
Republic in 1949. The immediate post-revolution years focused on consolidating power, land reforms, and
initiating industrialization efforts. However, the economic policies implemented during this period had
mixed results.

- Agricultural Collectivization: The move toward collective farms aimed to boost agricultural productivity
but often resulted in inefficiencies and food shortages.
- Five-Year Plans: Inspired by Soviet models, these plans prioritized heavy industry but struggled to meet
targets, especially due to bureaucratic inefficiencies and limited technological capabilities.
- Economic Output: Despite ambitious policies, China’s per capita income remained relatively low, with real
per capita GDP in 1959 around $350. This level reflected widespread poverty and underdeveloped
infrastructure.

Factors Limiting Economic Growth

- Isolation: Political isolation from Western countries and limited engagement with global markets.
- Limited Technology Transfer: Reliance on Soviet assistance, which waned after the Sino-Soviet split in
the early 1960s.
- Natural Disasters: The Great Chinese Famine (1959-1961) severely impacted agricultural output and
overall economic performance.
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The 1960s: Stagnation and Challenges

The Cultural Revolution and Economic Disruptions

The Cultural Revolution (1966-1976) further destabilized China’s economy. Its primary focus was
ideological purity and political upheaval, which often came at the expense of economic management.

- Disruption of Education and Industry: Schools and factories shut down, leading to a decline in
productivity.
- Reduced Foreign Investment and Trade: China became more isolated, hindering technological progress
and capital inflows.
- Agricultural Decline: Despite collectivization, productivity stagnated or declined, exacerbating rural
poverty.

Economic Data and Indicators

During this decade, the economic growth was minimal or negative, and per capita GDP remained around
$350 in real terms, reflecting a period of economic stagnation and crisis.

---

The Turning Point: Deng Xiaoping’s Leadership and Reforms

The Political Shift and Reorientation

The death of Mao Zedong in 1976 opened the door for new leadership. Deng Xiaoping emerged as the de
facto paramount leader by 1978, advocating for pragmatic economic policies and modernization.

- Rejection of the Cultural Revolution’s Chaos: Deng sought stability and economic development.
- Introduction of Market-Oriented Reforms: Emphasizing "Socialism with Chinese characteristics," Deng
aimed to harness market mechanisms to stimulate growth.

Key Reforms Implemented

1. Decollectivization of Agriculture: Introduction of the Household Responsibility System, allowing farmers
to retain surplus produce.
2. Establishment of Special Economic Zones (SEZs): Areas like Shenzhen opened to foreign investment.
3. Encouragement of Private Enterprise: Relaxation of state control over small and medium-sized
businesses.
4. Increased Foreign Trade and Investment: Reintegrating China into global markets.
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Economic Growth from 1959 to 1978

The Doubling of Per Capita GDP

Between 1959 and 1978, China experienced a significant, though uneven, economic progression:

- 1959: Approximately $350 in real per capita GDP.
- 1978: About $700 in real per capita GDP.

This doubling was remarkable given the tumultuous political and social environment and the stagnation
during the prior decades.

Factors Contributing to Economic Growth

- Agricultural Reforms: Improved food security and income for rural households.
- Small-Scale Industry: Expansion of light industries and local manufacturing.
- Technological Catch-up: Sparse but growing technology adoption and learning.
- Political Stability Post-1976: Replacing chaos with stability created an environment conducive to growth.

---

Quantitative Analysis and Data Insights

Growth Rate Calculation

The approximate annual growth rate during this period can be calculated using the formula:

\[ \text{Growth Rate} = \left( \frac{\text{GDP in 1978}}{\text{GDP in 1959}} \right)^{1/19} - 1 \]

Plugging in values:

\[ \left( \frac{700}{350} \right)^{1/19} - 1 = (2)^{1/19} - 1 \approx 1.037 - 1 = 0.037 \text{ or } 3.7\% \]

This suggests an average real per capita GDP growth of approximately 3.7% annually over two decades, a
modest but meaningful increase considering the circumstances.

Limitations and Data Reliability

- Data Scarcity: Official Chinese economic data from that era was limited and often politically influenced.
- Adjustments for Inflation and Purchasing Power: Real GDP figures account for inflation, but differences
in measurement methodologies can affect accuracy.



- Regional Variations: Coastal provinces experienced faster growth than inland regions.

---

Broader Implications and Lessons

Economic Development under Political Constraints

China’s experience from 1959 to 1978 underscores the importance of political stability, policy flexibility, and
openness to reform in fostering economic growth.

- Gradual Reforms: The incremental approach under Deng proved more effective than abrupt shifts.
- Agricultural Modernization: Early reforms in farming laid a foundation for subsequent industrialization.
- External Engagement: Opening to foreign investment catalyzed technological diffusion and capital
inflows.

Significance for Contemporary China

The period’s modest growth set the stage for the explosive expansion that followed in the 1980s and
beyond. It demonstrated that even with initial stagnation, strategic reforms could generate substantial long-
term gains.

---

Conclusion

The journey from a real per capita GDP of about $350 in 1959 to approximately $700 in 1978 is a testament
to China's resilience and the transformative impact of leadership change and reform policies. While the
growth was gradual and often marred by setbacks, it laid the economic groundwork for the rapid
development that would follow. Understanding this period provides crucial insights into the complex
dynamics of economic development under political and social upheaval and highlights the importance of
pragmatic reforms in achieving sustained growth.

---

Key Takeaways:

- China’s early post-revolution economy was characterized by stagnation, with per capita GDP around $350.
- Political upheavals, including the Cultural Revolution, hindered economic progress.
- The leadership change in 1978, led by Deng Xiaoping, introduced reforms that doubled per capita GDP to
about $700 by 1978.
- Incremental reforms, agricultural modernization, and opening to foreign investment were central to this
growth.



- The period exemplifies how strategic policy shifts can unlock economic potential, even from a low base.

---

As China continues to evolve, understanding its economic origins remains vital to appreciating its current
and future trajectory.
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