DOICUEENTATION CENTRE,
t Hox 4828
‘GALORE = 560 048.

e e



INTRODUCTION

' . : Waoat is happening in China today ? After years._ of

* an ardent revelutionary zeal under the lcadership of Mao thkat hag
galvanized large masses of beople,both inside China and outside,
and filled up many desperate hearts with new hopes, is China today
falling back to the Vcapitalist path' of development, tired, unable
To sustain any longer its extraprdinary revolutionary effort towards =a
soclialist society 2 Or is Chins i.st engaged in & planmed process of
"readjustment? of its socinl system -- readjustment that would be
dictated by 'realism" and an aptitude. to"learn from mistakes" « In such
a wase, what we woujd then witness today would be the struggle of
Chinesc socicty to find its own way towards a "Chinese socialism"
that kecps into account the long legacy of its own history and own
genius as well as the demands of a world enviranment marked by the
fast development of new technologies whose impact on societies ~-

both capitalist and socialist societies -- remains still very uncertain.

3
I

"On the good earth. of China there has emerged a reformist tide
which is the trend of history with an irresistible force", comments
the "Peoyple's Daily''. The same paper authoritatively observes o
"For a considerable period our socialist constructiocns have been
subjeét to the influence of a foreign model in both the ways of planning
and the administration and nanagement systems.The models have been a
failure on many issues, and is ﬁnsuitable for our national conditions".

Commenting on this, Tan Chung observes " This and many other pro-
nouncements of the present Cﬁinese leadership have made it clear that they
are leading the country awsy from the earlier apparently Maoist but
substantinlly Soviet Pattern nf Development with a conscientious effort
to awaken the individual wisdom and initiative which China was famous

for, but had hibernated in a number of chilly winturs®. ( )

} Whether and now far China under Mao's leadership followed the
Soviet pattern cf developument will be enquired into by some of the
documents included in this file.But certainly, a conscious and planned
departure from some of the basic policies of 1Mao is observable.
Nowhere is this departure more visible than in the process of
"de-collectivization' of the communes. In the last five years many

villages have partially or totally given up the '"Danzhai " model of

(1) Quoted by Tang Chung, "Winds nf Refrrms in China" y in "Indian
Exoress, , 28/3/83, ». 8

(2) Tang Chung, ibid.
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development -~ for several decades presented as "the'" model to be
@mulated ~- in favour of the responsibility system.. which dIrvctjy_

links a peasant's income with his production. Under the 'responsible'' !

mode of production, a Chinese farmer or his family now plays the master'
role in his or their productivity within the broad framework of
collective ownership of land and other immovable properties..Now,

in a number of places, oéch family is to be paid according to

its contribution to production. Though the farmers will have to sell

a substantial part of their produce to the State at controlled prices, t!
levy quota is claiwmeé to have been reduced by about 20 per cent. But
the; cultivators can now éell.their surplus produce in free markets

at profitable prices.Also more land has been diverted from collectives t¢
individual farmers, raising production of private plots in the total

cultivated arca from ? to 15 per cent (1)

In Industry too,one witnesses far reaching ''rcforms", Heavy industry
in China in the past suffered from outdated technology, lack of manageric

skills and extremely poor utilisation emcrgy consuming nearly three
times as much power as the average of other developing countries.
An estimated 23 per cent of China's state-owned factories have been i

operating at « loss. To rectify the situation a system of reward ‘and

Punishment has been instituted.While increasecd output and encrgy ef%ictv
will be rewarded by benus and other benefits, failures will invite
economic penalties for the maneeenents and workers alike.

The present Chinesc leadership scems to have secen in the responsibility
systems a r%medy fer "social parasitism". This problem was not -- and

is not-- edsy to solve. It is complicated by the fact that within

the systemf% sc¢ far, every one working in o factory or a shop or a
public utility corporation or a:Sovernment agency¥ is essentially

-an employee of the state whiohvfheorétically belongs to all-pecople

ownership catcgory.Whether the employee works or not, performs or not,

produces or not, it is immoral for a socialist state to deny . . means
of livelihood to guny g - : member who is, in theory an osmer uf
the state.,The malady of this system has been given ' : wmicknames

by the present Chinese leadership as "mess food" angd "unbreakable bowl".

As the people!s Daily editorial of Jan.27,1983 describes, in every
state-owned enterprise there is a "mess" which feeds individual parasites.
And the State itsclf is a bigger''mess" which fecds "parasitic enterprises™
With the existence of these two messes there is no hope for China to

achieve modernisation and prosperity.(2)

At the samec time, China is resorting to large-scale plant purchases

from abroad in key areas like petroehemicals, stecl, power and communi-

(1) Satygndra Iripathi, "China's modernizing leap', Indian Express
<01 p,

(2) Sec Ten Chung,"inds of roforms" in Indian ixpress 28/3/8%, p.8
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cation equipment.

However, the wain aim of the Chinese Industrial policy at present is
rapid increcase in production of light engineering and consumer goods.
Subétantially higher outlays, less political interference, decentrali-
zation of decision waking, a liberal policy for import of machinery have
created a favourable climate for expansion of tuesec sectors. As a result
the output of light enginecring goods increased by 18 per cert compared

the 1.4 per cent in heavy industry (1)

From what has been said so far ene should not infere that China
has sold itegelf to the capitalist path of development. Market is allowed
to w rk but only at the margin of an almost totally socialised system.
At the same time as Government purgues its policics of modernization
of an "open door? to the West, it is tightening the clamps once more
over artistic and intellectual freedom.This is evident, fdr instance,
in the case of the workers of Shenzhen, the largest of China's "special
Economic Zone™. For years, China tried to wall off ite people from the
social evils of i ng-Kong by stationing soldier along the fence that
separates the British Colony from Shenzhen. Now Beijing plans to spend
$ 70 million to erecct high barbed-wire feﬁce around Shenzhen to prevent
Chinese living outside the special zone from entering the town.Actually,
Shenzhen's 160,000 residents are just becoming a privileged class with
higher salarics and greatef personal liberty than Chinesc elsewhere,
However, out of concern for the social problems of Shezhen the Government
has established a special office for the cultivation of spritmal
civilization, which intends to inculcate socialist values through

educational programs and,a few rules.

China today wants to become a modern industrial tountry to achieve
higher standuids of moterial presperity and close the technological gap
with the West. At the some time, the present leadership wants to preserve
thight control for safeguarding the integrity of the Chinese culture
and the distinctively . chinese version of socialism. This very prccess Ex
raises a few questions | Can one free an ecconomy without at the same time
freeing a people ? How can one open a country's door without at the same
time opening its citizens'wind ? These, in fact, are not new questions
in the history of China with its long tradition of mistrust of the
outsider, based, in modern times,on the painful experig¢nce of the destructiv

invasion of the celonialist.

Speaking to a group of Indian Journalists, ier Zhoo Ziyang admitte

“rem
that China made three mistakes in the mast = fzslyre to shift in

(1) Satyandra Tripathi "China's modernization leap', in Indian
Express, 6/8/81 p. 8.
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good time to cconomic construction, error of being avergnxion

for quick rcsults in ecanamic fields and over ewbhasis on class struggl .
He addea n 1y the political field we failed to shift in good time the
focus of our work to socialist economic construction after socia-

list transformation ownership was cumpleted in the main. We over-
emphasizéd Class strugple which led to frequent political movement

s+ AS regards the economic field we once camiitted the error of

boing over-anxious for'quick results. We often callea Tur what wns
beyond our zctual Capacities, .This led to economic imbalance ang poor
results. *+--.Consequently, People benefited very little from their
work. We will continue to follow the Pulivies of developing our natiomad
economy in a stcady preactical and sure way " (1)

Some have seen all theeo problems in the light o what they have
called the 'three endemic conflicts of yriuciplee in the People's
Republic of China ! tpe conflict between idéological and materigl
motivation ¢+ the crnflict between centralizationr and decentralization;
and the conflict between the total self reliance and borrowed technology
and capital' (2), According to this view today's China under the new
leadership has scettled the arsument, for the tinme being, in favour
of material incentive, decentralization and borrowed tccpnology and
resources.

This , however, is provably a very simplificd understanding of
events in today's China. Oze will find in the presert file analysis
that go beyond it. What takcs place in Chiga today is the expression
of a very compiex process in which meny forces are at work. Tt is
an extraordinawy crcative drocess. It :s a refusal tobeemprisonned
within any recady kmade ideology, imporsed from outside. It is the
determination of 4 beople to engage inzo a Creative process that builds
upon the past, sensitive to its own history, and cnters into the
new but still uncertain world of revoilutionizing te--anologies,

Behind it there isg a all Philosophy o7 man and history, implied but not
yet fully cxplicited,

It is in order to explore this new angd complex process that we have broug}

out this file.This brocess is of critical importance for mankind. out of 4
are emerging necw concepts and new visions that are likely to exert
deep influence on further development of societies, chiefly of socialist

TPvviTVIte e  Ti w7 affect 211 the third world ocuutries and more specially
the Asian countrics.,

e e e e, e s,
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(1) Intervicw given by Zhao Ziyang <o G.K. Reddi, from the "Hindu" anq
reported also in the Indian Express 1/10/83 p. 8

(2)8.N. Chopra, "Work Wages and incentives, » Indian Express 2/12.80 Ds 8
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For this cxploration we have dévided our documentation into six
sections.

In the first section we have given an overview of today's trans-
formations in China. The second section, by far the most important
in volume as well as in content , deals with the economy of China,
the successive attempts at altering its direction, along with the
ideological thrusts that have characterised cach of those attmepts.
However, tuec ncw ortientation in the Economig policy of China is
also and obviously linked with new political thrusts. This is the
object of the third section.

In order to sustain the new orientation at the economic and politi=

grggtf%hal levels are also developing.

lev ols, new tLrudts at tie
This has been exmined‘in the fourth section

China's foreign policy is part of the overall thrust of its
general policy. It is examined in the fifth section

A concluding section (section vi) has been added that compares

the processcs of development din India and in China

Among the documents that are reproduced, somec have been condensed
and edited. Major official documcuts however have been reproduced
integrally.

Some of the documents are of an analytical nature and they
represent different idological thrusts. It is for the reader to form
his own judgcment.

Other documents are of a propaganda nature. They have been
reproduced to acquaint the reader with the general "jdeological

atmosphere preyvailing in China under the new lecadership.

This file grew in size as we procceded in our work. It is presentec
in two volumes. At a later date we do not exclude the possibility of

adding a third volume .... that would look at China from the point
of view of the inner and theoretical crisis that affects the

Marxist world today.

As it is, with all its limitations, we hope that this documentatior
will be of use to all those who have at heart the developmentg taking

place in socialist societies.,
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/ SECTION I = AN INTRODUCTION TO TODAY'S CHINA /
/

This section presents a general survey of some of the basic
issues confronting socialist China in its process of moder-
nization.The words "adjustment" and "reforms" are occuring
again and again.What is at stake is a basic understanding of
the dircction which Chinese society  should take.At stake

are the "'reform" of China's economy as well as the relations
of production. Some of the policies initiated by Mao are

being questionned and new policies are introduced that seem to
revert some of the processes set in motion under Mao's
leadership.

Articles in this section therefore describe some of the

most significant new prodesses initiated in China after

Mao's death by the new leadership.This material is mainly

taken from the Far.Eastern Economic Review, and this should

be kept in mind while reading through the pages of this section
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"plong with a transformation of economic institutions,
Post Mao China, it would seem, is engaged in a radical
transformation of its political institutions in which
democratic participation is extended to varions wsections
of Chinese society" ( Our file, page 15)




===========:.'-:-:===== ‘ ( 9)

Among many lcftist circles it is custonery to look at population
control as a gimmiek in the hands of capitalists to evade the
basic transformation of society that is necded to solve the
problei of WAssive poverty., This is certainly an oversimplified
view of the question. The Cninese have been more realistic and
family planning has been &8 integral part of the overall planning
of their societys This article explores the success of the
Chinese policy in this respect.

The United Nations recently gave an 89ard to Quian Xinzhing,
China's fanily planning ninister, for outstanding services to his
country's population-control programme. Qman shared the award with
Indian Brine Minister Indira Gandhi, whose country also has a nassive
‘over-population problemn, However, this is one award on whose laurels
Qian = and for that natter Mrs.Gandhy -- cannot afford to rest, for the
crucial battle to control China's bufeoning billion has only just
begun. ;

Peking stated goal is tolimit its population tp 1.2 billion by
the end of the century, up only 20% from the slightly in excess of
1 billion recorded by last year's census i PR i e An addi-
tional 200 uillions people over the next 18 years traslates into an
anmual growth rate of less than 9.5 per 1,000, coupared with a 1981 °
growth rate of 14.55 per 1,000, In other wards, it awmounts to aluost
halving China's birth rate, Whether the country can achfve this decided-
ly aunbitious goal is o matter of intense debate anc®ing the world's
denogkaphic experts.

Until last year, the size of China's population was only being guessed

at by denographers. The country had ~ot conducted a census since 1964;
selective statistics had been published for sone years, but had remain-
ed incouplete, and disparate statenents by chinese leaders, rounding off
fisures in the hundreds of nillions, only added to the speculation over
CHina's truepopulation. Last July's census--recsults of which were publish~
ed in Qctober-~reccorded the total population at 1.008 billion. However,
theaxker extretely low rate of error claimed by the census takers - a

net error of 0.15 per 1,000~ raised soie eyebrows amo¥ing Western
denographers. . B

By way of couparison, the error rtes-duc to non-declaration- in
the censuses of other countries are: Prkistan, 63 per 1,000; Malaysia
40; India, 17; the United States, 25; and Japan, nine for Urban areas
and five for the countryside. Dismissing the doubts raised by foreign
observers, Li Chengrui, director of the State statistical Bureau,
wrote in Decenber that China's census had been through and that its
exceptionally low rate of error was Justified. Li even clainmed to foreign
visitors that ¥estcrn demographers were welcone to check detailed
calculations. Whilé the rate of error nay be of real interst only to
acadeuics, it should be pointed out that, given the size of China's
current population, even a tiny error translates into a huge nunber of
people. :

In any event, China can clain sucess for its population-control
progranne of the 1970s. The rate of natural increase— birth ninus death-
halved from 23.4 per 1,000.in 1971 to 11.7 in 1979, through it edged up
to 14.55 two years later. The question is whether the performance of khe
1970s can be repeated for the next two decades or so. Here, one con-
fronts the problen o©f the increase in absolute nunbersy even though the
growth rate declines. For instnce, the rate of natf ral increase declined
by aluost half fron 20.32 per 1,000 in1955 to 11.7 in 1979, but the
population still increased by 12.33% million and 12.83 nillion, respectively
for those years.
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Another factor affesting China's population outlook will be the
inpact of two baby boons expergenced in 1955-57 and 1963-71 when sone
230 million child ren were born. These and dany nillions more born in
"+ the first half of the 1970s will be producing th .ir own children for
the coning two decades at least. According to the China Daily, some 13
nillion young couples will be reachéng naeriarcable age every year up
to 2000. Even if each of these couples produces Jjust one child, as the
Planners hope, China's population would shoot beyo¥nd the 1.2 billion
target for the end of the century.

The after-cffects of the two baby booms nre expected to be such that
no significant reduction in the popul~tion srowth rate man be expected
in the 1980s, wrote deirozrapher Hou Wenruo in the Beijing Review. And
even if fanily Planning aeasures are "fairly successful", 19 nillion
new births can be cxpected annually for the rest of this decade, the
PEOPLE'S DALLY Predicted,

The sucessof birth control depends uagly on the fertility pattern
of wornen in 1 sociecty. Later last Year China carricd out ammjor fertility
survey - the largest of its kind in the worlg - involving 1 million
woden. Thereslts of the Survey were heartening in that they suggested
the fertility rate of Chinese wo.ien dropped from 5.8 children Per wouan
in 1971 to 2.63 in 1981, W§ile the drop in fecundity was comuendable,
it should be noted that in 1971 the Chinese enphasis on plannéd prrent -
hood had barely begun and 10 Years later only the daushters of the early
years of the f4rst baby boon were reaching marriszable ages« With the on-
rush of nillions of younz uarried woien for the rrost of the century, it
is goubtful if the fertility rate.can be further significantly reduced.

While rates of natural increasc have boen recuced - especially in
the cities - rate in rural areas renain 50% hizher than in urban areas.
If this % differential continues, and there are scant signs to the
contrary, the average Chinese fanily could be nearer the present two-
child nor:s than the one-child target.

Chinese leaders secex to be well aware of such 1 Possibility,
conceding that the task of population control - urgent as it is - will
reuain an uphi#ll ono. Liang Jinin of the stite Fanily Planning
Coumission explained to the REVIEW: " if we £1il (in the task of
population control), China's population could be 143 billion by the end
of the century, and the growth could last for sore 70 years (from now)
and stabilise .im 2050 at 1.8 billion",

~
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private enterprise without capitalism

AN __INCENTIVE SQCIALISM

The economic reforms which are taking
g0 very decp. The present article bri;g
reforms. It should be rcemembered,
the Far isater

placc in Post lao's China

8 out the outlines of these
- however, that it is taken from

ar | n Leconomic Review which represent i ]

the big 1ptcrnati0nal business and corroépondini zggo;ggifgﬁzs 5
fact remains that very significant changes in Cginesc society

arc being promoted which are a departure from Mao's line.,

ggg_Problems of Modeggésation and Reform.

Experimental economic reforms in industry and commerce are to be uxten-
ded throughout China this year and a new employment contract is being
introduced to replace the "iron ricebowl" of guaranteed lifetime em-
ployment for statesector workers. Along with the successful implemen-—
tation of rural reforms over the past two years, these measures represent
the final dismantling of the Soviet-model centralised "command" eco-
nomy which has domnated Chineme policy for three decades.

The government's new .'reform policies are being ushered in by a major
propaganda campaign that has followed Chinese Communist Party General
Secretary Hu Yaobang's January speech on "the problems of modernisation
and reform.™ = The word "reform" has since appeared regdarly in headlines
on almost every page of national and provincial nespapers. They describe
reform as a "powerful shockwave" which is "irresistibly surging over the
great land of China."

Reform is to take place on "all fronts, in all departments and units,"
said a recent PEOPLE'S DAILY editorial - in agriculture, industry, and
commerce, large and small enterprises, and in government as well.

Foreign affairs, personnel, propaganda, education, science and technology,
culture, news, publications and public health are also to be affected,

Some aspects of the campai’ y now emerging are new, while other reforms
are being intens*“ied since their earlier introduction on an experimental
basis. But the major inpetus for the entire programme is the success of
agricultural reforms implemented in rural areas over the past two years.
Record harvests in 1982 are attributed to the agricultural responsibility
system which has given an unprecendented degrce of economic freedom to
individuwal farming families. This has strengthened the hand of the cur-
rent leadership in stepping up the pace of reforms in industry and
commexrce.,

Experimental programmes fo introduce profit-based book-keeping on a tax-
paying basis for enterprises, stricter standards of accountability for
management and performance-based employment contracts for workers are
now being extended to factories and commercial enterprises in every
province.

China's sclerotic transport and distribution system is also to be Tre~-
vamped by allowing private and cooperative-run companies to operate along-
side state-owned commerce and marketing enterprises. Individuvals are now
allowed to purchase and operate their own trucks and vans in urban and in
inter-city transport rketing, and mechanised plouging and harvesting
with their om’ '
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The two-year-old drive to legitimise private enterprise is being accele-
rated. There are now 2.6 million individual enterprises in China, almost
double the 1979Vfigure,'employing more than 3 million people with a total
turnover last year of Rmb 10 billion (US$5 billion), according to Ren
zZhonglin, director of the State Administration for Industry and Commerce
in a statement issued in March.

Urban individual businessmen total 1.36 million, Ren said, less than 1%
of the urban population. By contrast, there were more than 8 million such
people in China in 1953, before the anti-rightist and other campaigns
took their toll.

The party has cracked down on local officials who have obstructed the
operation of free markets, refused licences to individual business or
attempted to intimidate them through special levies and exactions. Equa-~
lly important is a push to expand loans to i :dividual businesses from the
People's Bank of China. Restricted access to commercial credit has effec—
tively limited most private enterprises to operating streetside stalls
and the like, using personal capital or small loans occasionally made
available by neighbourhood block committees and other organisations.

Rural rcforms have proceeded into s second stage. Farming families are now
allowed to exchange labour and hire seasonal or casual labour. They may
purchase agricultural machinery, tractors, boats and motor vehicles,
"Specialised households" are encouraged to engage in services such as
transport, marketing, and mechanised ploughing and harvesting with thair
own equipment.

If successful, the Specialised-household movement could eventually break
the age-o0ld commitment to material self-sufficiency on the part of Chinese
farming families, which has impeded commercial integration in rural areas
and limited agricultural productivity. :

All these steps are closely linked to simultaneous "structural reforms"

to reshape the bureaucracy into a leaner, younger and more efficient orga-
nisation and to help rid party ranks of cadres unqualified for their posts
or wio resigt reformist policies. The government shakeup is working down
through provincial and minicipal organs now and is scheduled to reach
country and township-level officials later this year. '

In the current Propaganda campaign, the official press has not shrunk
from calling the reform movement a "revolution." This however, is a
revolution from the top.

At the last year's sixth party congress supporters of elders tatesman
Deng Xiaoping were able to consclidate their control of the politburo
and codify basic tencts of the reform programme into the new party and
state constitutions. New appointnents at the State Council last autumn
and the recent shake-up in provincial govermment and part leadership
posts have tendéd to elevate younger leaders committed to the reforms who
also have personal ties to Deng, Hu and Premier Zhao Ziyang.

The Dengists have scheduled a partywide rectification movement for the
sepond half of the year to eliminate vestiges of leftism and resistance
within the party to policies since the third party plenum in December
1978, when the Dengist group first zained control of the central com-
mittee. The impending purge is an important factor in the intensification
of the reform campaign.

Central to these reforms are two basic structural changes. The first is
the conversion of state-owned enterprises into relatively independent
tax-apying entities which can retain profits and apply them to investment
or bonesses. Previously these enaterprises remitted all profits -~ or
charged losses - to the state. The second is to frece the enterpriscs from
the lockstep of central planning and loosen price controls so that effi-
ciency can be translated into profit performance. ‘
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Structural Changes

Experiments in substituting tax payments for profits in state-ownedenter-
prises have been under way since 1980, shortly after their introduction
in Sichuan province by Zhao (then provincial governor,. In March, PFinance
Minister Wang Binggian announced that from June 1 the system would be
expanded to all statcowned enterprises in China with the exception ‘of
Some semi-autonomous, national-minority areas.

Large and medium-sized enterprises will be assessed at & basic income tax
of 55% plus a variable regulatory tax designed to adjust for the highly
varisble profit ratios in different industrial sectors while price reforms
continue. When the price reforms are conpleted, this two-step tox isto be
replaced by a unitary progressive income tax on all enterprises.

The basis for price reform was laid with the adoption in 1982 of a three-
tier mixed economy which retains fixed prices for certain primary commo—
dities and consumer staples but allows floating prices for most manu-
factured goods and free prices for farm and rural sideline-industry pro-
ducts. This tripa~%ite division parallels +the new structural division of
the economy into three sectors: that under centralised planning, that
under non-mandatory guidance planning and the free market.

This structure was a compromise between the more aggressive reformists
centred in the Academy of Social Sciences, who have urged that centralised
planning be scrapped altogether, and more conservative party and military
figures who objected either on doctrinal grounds or because they feared
the social consequences of abruptly de-controlling China's economy.
There is well-grounded concern that Polish-style unrest could erupt if
price increases were too rapid.

Price reform is politically sensitive in China, in large part because of
the disastrous hyperinflation experienced in the late 1940s under Juomin-
tang rule. This sensitivity made it necessary to delay the price-adjust-
ment process for more than a year while the Dengist forces consolidated
their political base. Changes are needed not only to allow other reforms
to worsc but also to reduce the crippling subsidy bills borne by the cen-
tral government.

The first major adjustment in the price of 2 consumer staple was a 20%
increase for cotton textiles announced on January 20. This was coupled
with a reduction in prices of synthetic textiles and assurances that
seriously depressad areas - nostly national- minority areas - would be
granted special subsidies to avert hardships. Prices of watches, TV sets,
cotton shoes and other mmufactured goods were also reduced.

Panic buying was repored in some areas after the cotton-price increase was
announced and following rumours that prices of grain, sugar, kerosene,
salt, soap and matches would also be increased. This certainly, was one
measure of the sensitivity of the price question.

Cracking China's iron ricebowl system will be more difficult to enforce
from the centre than converting state-owned enterprises into taxpayers
or adjusting prices. The reformists consider the iron ricebowl to be the
key obstacle to improving worker productivity and overall econonic
efficiency.

But almost everyone within the system has a personal stake in preserving
e Initia ] attempts to introduce bonus schemes Oor empower management to
discipline sub-standard workcrs were only marginally effective. Bonuses
tended to be distributed equally impartially among all workers, stripping
then of thei» intended effect, and managers were reluctant to dismiss
workers for an: offence short of outright sabotage.

To counter these problems, the Ministry of Labour and Personnel announced
in March that the new "contract eunploymnent systemn" is to be extended to
stateownéd and collective enterprises throughout China. So far it has
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been applied only in selectee encerprises in less than half of China's
provinces and nunicipal regions. Initially, however, new arcas will insti~
tute the system in only a few cities or counties.

Under this systen, workers and thoir enploying vnit enter into rencwable
contract (generally one to three years) and the rights and obligations of
bo¥th parties. The contract also spells out how pay will be linked to
performance. This varies according to industry and nature of the employee's
work, but "floating wages" incorporating a profit-sharing clement are most
often described. Most contracts also include Provisions for insurance
against illness, injury, disability and old age.

To ease the introduction of the new systeu, only new workers are affeccted.
The government has Judzed that getting veterans to give up their venefiis
and lifelong tenure would be too formidable a task at present. So far only

8 few hundred thousand workers have been enrol'ed in contractual-employment
schemes, though the nunber is now expected to increase rapidly. Some veteran
workers are signing employment contracts, however, with provisions that
their original seniority, eligibility for promotion and retirement benefits
are retained intact.

Should a worker fail to fulfil his contractual obligations, his "economiec
interests,” in the delicate wording of one comunentator, "will be infringed
upon." Negative s:nctions available to management include dismissal and
refusal to renew the contract, Supervisors!' willingness to exercise such
extreme options can be enhanced suitable wording in the terms of their con-~
tracts.

In stie ssing that anybody can be dismissed, the Chinese press gave promi -
nence to disciplinary actions in September 1982 against nanagement personnel
at the Shoudu Iron and Steecl Co. in Peking. The sintering plant failed to
meet quality specifications which adversely affected pic-iron output. The
company dismissed the deputy director of the plant and three other staff
were issued warnings.

The Shoudu steel plant has been the subject of numerous articles in the
Chinese press over the past six months. It is emerging as a showcase of
economic reform, wuch as the Dzahai brigade in Shanxi was once held up as a
nodel for radical col'ectivisnm, The slogan "learn from Dazhai" in bold red
char-cters on signs and walls was then a ubiquitous element in the Chinese
landscape.

4n ironic footnote to the reform moveument was the news that# on December 20
the Dazhai bridgede distributed its land ano¥ng fam 1y households and
contracted out its industrial and forestry activities to specialised house-
holds. Jia Chengrang, a forner head of the Dazhai brigade, was quoted in a

shanxi provincial-radio-broadeasgt a8 saying: " We Dazhai People will never
follow the Dazhai road againe

Not uﬁ%edictavly, party theorists have been at some pains to Justify the
current reforms in terms of Marxist doctrine, A PEOPLE'S Daily article in
late February, forinsgtance, acknowledz8 that some people consider the i
revival of the private sector to be a retrogressive act. But the paper's
reply was that the sucess of the agricultural reforn deuonstrates the
potential of " Socialist construction with Chinese features”.

The reforn are hcld to be a refutation, not of Socialis’ "4 itself but rather
of an inferior version unsuited to China's national conditions, Slavishly
copied fron foreign (that is, Soviet) patterns and further warped by
hyper-ec rzalitarian Maeftigt" practies during the Cultural Revolution.

The charge that the contract system consiitute 2 return to the days of

woage labour im sinilarly denied " wage laboury) a recent article in the Pek
peking Fortnishtly Discussion explaine., " ig 4 aanifestation of the
capitalist production systenm based on the bprivate ownership of the means of
production", whereas " the contract labour system under socialist based

on public ownership of the neans of production is totally different".
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Resistance to the reforms, however, is significant amaang party caders as
well as in the military. It is understaindable that the leaders of the
reforn novement given their basc of power in the party's central committce
should prefect to k&xm defend the reforms as a new but legitimite form of
socialisn rather than atteupt to justify the abandonment of state ideology
on utilitarian groundso. :

Many of the reported cases of obstruction ~re relatively petty. To the
indivikduals involved, however, the consequences can be tragic. Two peasants
in Henan province were recently scntenced to long prison terms after
running foul of Shenqiu country officialse. Zhang Jintian and Chai Yun had
privately undertrken to transport a shipment of synthetic clothe Their
goods were sek ed and they were charged and convicted with failute to -
register properly as individuals traders with the country industrial and
Comuercial Control Department. A newspaper in Zhengzhou, the provincial
capital, has criticised the case and called for a retrail. There have been
reports of beatings, extortion and other for® of '‘persecution of indivmduls
who have prominently pushed for —- or profited from-— the reforms

In March the Ministry of Public Security was forced to issue a " Circular
on protecting houscholds whitch have acquired wealth through labour", and
numerous articles have appearcd defending the newly rich in the country
side from blackmail, extortion and extra-legal exactions. Rural party
organisations in Sichuan and other areas have had to issue new regulations
forbidding production teams from imposing arbitrary and excessive fees on
wealthy peasants,

The problem, as an article in the GUANGZHOU NANFANG RIBAO boldly put 2y
is not that " ordinary people" are jealous of newly prosperous households,
but that " Cadres with certnin powers are jealous? Over the years, the
writer claims, " These people have become used to poverty . . . to then,
poverty is the badge of Socialism", .

ooooooogooooo

SOURCE: Far Eastern Liconomic Review, April 28,1983. pp.40-44.
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The process that had been gning on in China undcr Mag was
from Mutual Aid Team to Cooperctive and frqm Cooperative to
Commune.Mao, in fact hed pusshed through his concept of commune
" in the midst of much opposition.Today, in Post #Mao's China
the process is being reversed: from Commune to goopergtive..
The present article, taken from the Far Esatern kconomic Review
describes this radical change and explains the new concept of
"socialist ownership" that is behind. - :

Contractusl Family Farming

I N e M e e e . et e e eyt e e st e i e

Tje Chinese leadership is workinzs hard to dispel doubts about the
ideological correctness of its changes in agricultural policy -~ which
aim to put the clock back by 25 ycars, and revert to the cooperative
system whih was replaced in 1958 by the late Chairman Mao Zedong's
Commune, ‘

The system of contractual family farming, which was initiated more
than four years ago, has been defended vigorously by the leadership's
top agricultural expert, Du Runsheng, Named last year as head of the
State Comqission on Rural Policy Rescarch, T4-ycars-old Du has had
1ong expeBence of agricultural administration. Born in Shanxi province
he se¢rved from 1949-54 in the party's Central -South Bureau, and was
active in the Academy of Science.

He visited the Soviet Union in 1957, before the Sino-Soviet split came
into the open, and was denounced and disgraced by the Red GuoXxds in
1967. Du reappeared in 1979 as a vice-minister of the State Agricultural
Comuission and eisitod Yugoslavia, Dennark,3elgium and the NGtherlands
to ebserve agricultural techniques there,

Writing in the PEOPLE'S DAILY, Du said "some coilrades have doubtg"

about the so-called responsibility system whdth have proved popular
ano'.ng the p snsants ang helped bring record harvests in 1982, with srain
production risimg to 334 million t®nnes. The mission for China's agri-
cultural planners is to perfect the "cooperative econony" in the rural
arcasy according to Du. The word M"cooperative" with its implications of
early farm policy of the communist party in the mid-1950s, has not
hitherto been widdly used to describe the liberal reforms which have
followed the third Plenary scssion of the 11th Central Cermittee held

in late 1978,

COOPERATIVE SYSTEM

T . W " s o e S g s s S o e

So far the nornal Practice has been to call conmunes, production brigades
and productions teans Uthie Collective", while "cooperative" has been
usednainly to desisznate the small urban enterprises set up to provide
enployment for the jobless moung people. Stressing that this does not
nean a return to private land Bwnersiip or autural exploitation, Du wrote:
" Throuzh the cooperative systen the pPeasancs can combine their labour
according to the Principle of voluntary participation and mutuxal ben. fit,
ease themselves into the system of public ownership of the basic neans

of production, improve thebr econonic status, and avoid the bitterness of
capitalist polarisation.”

J ) g 5 D
The virtues of the ncw system ar- extolled on the ground that it perdit
state planning to coexist with free decision-naking by the Peasants and
actas a transitional stage leading to * "true socialisnm",
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Another main advantasze of the systen is what Du calls the "Transitional
forn of economy . . . serving as a link between the past and the futurel
He cites Lenin as his authority on the advantages of the cooperative
novemnent. And in due course, Du says, the cooperativies will serve as

a ideans to introducsé. socialism to the countryside~-something which
the peasants, for all the starry—-cyed adniration they have evoked anaang
enthusiastic visitors to China, have stubbornly resisted, because they
cherish their independence and the right to carn for themselves as nmuch
as they can, how they can.

The original cooperatives, following themassive 1and reforns and
expropriations of landowners and rich pcasants in the early 1950s, were
based on a share-out of land and drauzht aninals ano¥ng the peasants.
However, expefence showed that siall cooperatives performed better than
large oncs.

Before nore’ than 15% of rural households had zone over to the cooperativw:s,
it was decided to specc up the measures by inplementing the nore socialis-—
tic " advanced producer cooperatives" (APCs). But within six months of

this decision, Mao decreed the setting up of the connunes——allegedly a
Henan cooperative called (at that time) Sputnik (now back to its original
name of Qiliying). Mao's statement that" the People's comnunes are good"
was taken as the hanner of nass inplementation of the movenent in most
parts of China--with results, over a threece year period, which are now
seen as havinz been desastrous.

" We nade YLeft!' mistakes in the early stage) Du s=ys, " We wanted total
Socialisation". Private plots and household sideline production were
ahdlighed, Marxist ccongnic "laws" were inappropriately followed, public
ness halls and collectivisation of property antsf oniscd the peasants --
who arc, and always have been, the most dycd-in-thc-wool individualists
in Chinese socicty.

The division of the comnuncs into three tires — comnune leadership, pro-
duction-brigade nanagenent and production-tean farning=--was used to
nollify the pecasants and rcduce the rigours of il~0o's efalitarian dream.
Deng Xiaoping, now Chinas elder stateman and the power behind Gensral
Secretary Hu Yaobang and Prenier Zhao Ziyang -~ as well as tha late -
forner of stateliu shaoqi - introduced the reforus knowm as the "sixty
Articles", grantinz and guaranteeing substantial right of autonomy at
the production-tean level -- that is, the lowest.

Mao, while seeuins to comply, soon counter-attacked with this promotion

of the expefence of Dazhai Production Brigade in Shanxi, where the product-
ion brigade, accounting was carried out on that level, private plots

were " voluntarily"relinquished and the enphasis was put on attaining
self-sufficieny through back-breaking toil and self-sacrifice,

Had the APC schenme gone ahcad in the late 1950's, the system of accout-
ing at the tean level would have been inplenented then, without the
creation of comuunes as political and administrative units. ( They have
been stripped of these powers under the new state constitution promul-
gated in 1982). :

Du puts his finger on the problem of public ownership of land by
pointing out that peasants will not take care of it as well as if they
had a sense of ownership. He proposes this should be overcome by
seeing thgt therc is stable tenure, oven if the land is theoretically
owned by all, so that¥s in the peasants' long term interest to husband
its resources.
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Hé den:zurc.: as a " misconception" the idea that the commune system was
fairer than cooperatives, 0ld or new. Egalitarianism, in the philosophy of -
Deng and his leadership group, is diffcrent fromequity - which méns
recognising the existence in different parts of the country ~ *°

(4 ; of inegqualities of land tenure and crop yield and concentrating

on giving every one a chance to make the best of the resources at his or
her disposal.

The cooperatives system will also cut down on the need for largze numbers
of non-productive cadees, a chronic gievance amomng the peasants, who ..
have to feed them and take their order to boot. Du also stands up for

the early 1960s policy, closely associated wtih Liv, of "three gmarantees
and One reward" -- under which beasants sold an agreed share of their
products to the state, and in turn enjoyed certain economic liberties.

It was, in other words, an early vcrsion of the responsibilities

system now in practice.

The article defends the right of peasant families to devote thenselves to
spzcialised work tasks not involving the production of grain or other

basic crops (cotton, Lilseeds and sweet potatoes). This night mean anything
from technical and mechanical repair to reéaring chicKens, Specialisation

can also eliminate the unpopular and time-wasting system of allocating
Yarious work task to different @individuals or families on a day-to-day basis.,
Du's proposals are certain to be controversial in the leadership and
bureaucracy, representing as they do a virtuwal declaration that “txe
socialisation of agriculture has been a failure.

@20

SOURCE: Far Eastern Economic Review. April 28,1983, pp. 52-53
By David Bonavia. :
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China today is envisaging spectacular growth throughhplanned
modernisation of both its industry and agriculture. Whgt @oes
this planning consist in ? What are the chances of achieving

ambitious targets ?These two questions are examined in the
article which follows. It analyses the general 1lines of Chinese
planning in the post Mao reriod. -

Despite their new-found Pragmatism, China's leaders are aimdng
for nothiéng less than a fourfold srowth in their national econony by
the end of the century. This tine it is not quit a Geeat Leap Forward,
nor a grand design as pr&flained in 1978 by then Chairman and prenier
Hua Guofeng, when he called for a near doubling of the econony by 1985.

But as Hua's successors were deriding his unrealistic roals and
dismantling or abandoning some of the unecononic, prestigious projects,
they started naking their own ambitions plans. Led by stronsg nan Deng
Xiaoping, the new leadership began in late 1978 to restructure the econony
enphasising the production of consumer z0ods, raising the stangy.d of
living of the people and, in general, loosening some if the tizht Central
control on the economy. Emboldened by the imnediate successes df the
liberal policies, by mid-1980 Deng began reffering to a possible per
capita national incone of US$ 800 by the year 2000, fronm the less than
US $200 level if that years. Thus was born the now familiar catchphrase
fan liang fan, or " quadruple the econony", by the end if the century.

It has since taken concrete shape and has received the imprimatur of tthe
12th party congress and the National People's Congress(NPC) last year.

The state zoals for the end of the century compared with 1980 are:

) quadruple the gross annugl value of industricl and Agri-
cultural output(GVIL0) Srom amb 710 billion(US$358 billion
to fmd 2.8 trillion or gn average annual increase of 7.2 %
( The Chinese pberjer to use GVIAO 4s @ standard of measure 3
instecad of gross national product or gross domestio product
because the country's services sector is still relativelv small.)

® T nearly double the output of energy - in standard coal -
equivalent=to 1.2 billion tonnes.

° To neafly double the output of steel to 70 million ténnes.

677b‘raise power generation by nearly four-and ~a~-half times
to 20 million Kws. :

° Zo increase foodgrain production by 43.7 % to 460 million
tonnese.

® To double output of cotton yarn to 5.75 million tonnes.

S 7o stretch Chemical fibres more than fivefold to 2.5 million
tonnes.

® To more than quadruple ezports to Us 330 billion.

China's energy resources are considerable. Although Peking has
not published its estinates of crude-o0il reserves, Chinese publicatiom
have maintained that the country ranks eight in petroleun r¢sourccse—
that is, between Abu Dhabi's reserves of 29.5 billion barrels and Libya's
26.1 billion barrels,. Some Western analysts put the Chines® potential
somewhere between 20 and 40 billion barrels. Given China's gurrent emp-
hasis on exploiting the offshore field in the Bohai Gulf and the South
China Sea, crude-oil output is set to srow faster fron the Late 1980s

AnTre A
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Chinese coal Teserves are estinated at 640.8 billion tinnes., the
third largest in the world. Western projections of China's primary energy
production by the end of the century, nade in 1981 based on the 1965-78
statistical trend, are in the order 1.29 billion tonnes of standard coal
equivi.lent. The modest Plans for steel production also seem achieva ble
In early 1979, before Pekingts prarmatic econonic reforms had taken hold
a sudy by the United States CIa Projected that China could produce 60
nillion tonnes f steel in the early 1990s at a hard-currency cost of
sone US § 40 billion. Chinese plans for azriculture are also noderate,
in direct contrast to Hua's anbitiona announcenent in 1978 of nechanisa-
tion of the farm sector by 1980, -~

In a country where sonec 80% of the People live in the countryside,
Agriculture is a vital part £ the econony, providing sone 25¢30% of
GVIAO. Agriculture also supplics lisht industry with most of its raw
naterials - about 68% ~ including cotton, oil-sceds, timber, and food-
stuffs for the processing industry. In effect it has a direct bearing
on about two-third of the ecotnony. As the official Beijing Review putsit:
"Agriculturel output influences to » large cxtentl the developuent of the
national econony and directly deternines the Scale and speed of constru—
ction". Bad harvests have been in subsequent .years followed by a drop in
indusrial’butput.

Although the value of farm output between 1957 and 1978 rose from
Rmb 53.7 billion to Rub 145.9 biliion, the authoritative journal
Economic Research reported that the per capita supply of grain actually
fell by 3.2 % in the same period. Even discounting the political motiva-
tion of such a statenment criticising past policies , the decrease is a
function of growth in pPopulation as well as Oover-valuation of the side-
line farn products. " China's agriculture has not yet been freed &on
a state of semi—sufficieney," said Beijing Review. Despite the current
policy of boosting high-valug side line production-pizs, poultry, fruit,
Vegetables, handicrafts-—Agriculture is unlikeyly to feed surpluses to
industry rapidly enoush to quadruple the national econonic output,

The growth of population will also affect the target for per capita
national incom: While the hoped-for figure :f US § 800 per head is based
on a projected population of 1.2 billion a, the end of tihe century, Chinesec
officials privately concede the pPossiblity of a 1.% billion population
100 nillion nore nouthsto feed. In that event the per capita availability
of foodgrain would barely rise by 10% in the next two decades.

Another constraint on boosting the disposable incoue of the pople
is the continued Chinese insistence on high rates of accunulation (Saving
as a ratio of (£ross incomes). Accumulation rates sCared to nore than 40%
for some time during the Cultural Revolution when people had little to

spend their money on, but has hovered around 30% in recent years. In
the late 1970s afe:r Deng consolidated his bower, euninent econonists

such as Xue Muqiaoc and Xu Dixin began advocating that accuaulation should
not range above 20-25% if people's livelihood were to be omproved., Since
last year the rate of 25-29% has becoue the accepted ratio in view of the
abbitious plan for the end of the century. While¢ the high rate of accuau-
lation will proviéde funds for inverstments,it will also act as n dis-

1ncentlﬁefor the people to produce nmore.

More important than the pProvision of investnent funds is efficiency
in the use of Capitals In a najor speech at 2 national science conference
last October, Prenier Zhao Ziyang revealed that Rab 1 of capital
construction investment under the present sytem could be converted only
to 80 fen (gmb 0.8) in fixed assets; and in turn, Rub 1 of fixed assets
produced an output value of 96 fen. " If we retain the present technical
level and econonic results, we will h@ve to double our investnent in
order to double our output value", Zhao pointed out. He went on %ecommend
that the econonly was to inprove econonic “manzzenent and adopt ndvanced
technology. whether such sienificant qualitativ. inppovenent can be ¢
effected in » span &f two decades is the question facing Chinese Planners.
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The Chinese are aware of such criticisn of their path to uoderni-
sation. &ince last year the Chinese nedia have been full of explanations
of the new policies and zoals. As this debate has also c¥ousht attention
abroad, Peking's foreign languaze publications have also seen fidt to carry
a series of articles on what is labelled Chinese~type nodernisation. The
articles openly try to answer the question: can the zoal for the year-
2000 be raached ?

At the outset, the articles try to show that the new policies will -
not repeat the nistakes of the Great Leap Forward and the Cultural
Revolution. They also reflect n tendency of gradualisn for the .1980s.
China's sixth five-year plan calls for o 21.7% rise in GVI~0.0r an annual
increase of 4%. But econonist Xue, who is also the Secretary-gencral of
the state Council's Econonic Research Centre, snid the country should
strive for a 5% or higher annual growth rate for the first half of the
1980s while the rate for the second half of the decade could be 6% or
higher. For the 1990s Zue foresaw an annual growth of 8% or higher.
Despite the apparent gradualism the rate for the two decades ending in
2000 works out to be ab anbitious 7.1%.

In justif ying their end-of-the century targets, the Chinese draw upon
their eccononic experience since the early 1950s. According to official
Chinese statistics, in the 31 years 1950-81 the GVIAO gzrew at a rate
of 9.2 %. In the first three years (1950-52) the econony grew at a
phenoiienal rate because it was a period®. f rehabilitation from the nore
than a decade of war and eivil chaos. However, even if these years are
excluded, the argunent zoes, the annual srowth rate was in the order
of 8.1 %.

Chinese econonists also point. ! out that in the %2 years of conuunist
rule China's growth rate wns above T7.2% in 22 years and below 7.2% only
dn 10 years. This nunbers Zaie can also be seen in another dveht o Tf
the first tlree years of rehabilitation, when there was hardly any plann-
ing of the econony, are ignored, and at lerst four years following the
period of negative growth in the %960s are excluded, only in 14 of the
29 years 1953-81 has the growth rate been above 7.2%.

The few successes of the planned econcuy¥ in the past three decades
have arisen largely fron nultiple croppin. and@¢2in: on new industrial
Plant - enlargzed reproduction by e®tension, in M-rxist Jargon. Now there is
precious little extra nrable land available and the scope for additional
investnent is also linited conpared with the past.

Meanwhile, supply of scientific and techndlogical personnel in China
is still woefully inadequate, as the Chinese thenselves adait. In'a p&ula-
tion of nore than 1 billion, a nere 5.71 million or barely above 0.5% are
classified as scientific personnel, Even anoung these, less than half
(43.1%) attended colleges and only half of the teachers had any univer-
sity education. ‘

Despite the existence of the preconditions for the poste! 950s econonic
takeoff in the countries held os ¢xaiiples by China, it sceus fairly
obvious that such srowth is not sustainable in the long term. Nevertheless
the Chinesec seen bent on enulating the industriafsed countries and tech-
nical efficiency has become the buzzword in China to-day. Last June an
article in the party thecorétical Journal RED PLAG stated that nore than
half of industrial plant whs 20-40 years old and auch of it required
innediate replacenent. Eninentecononist Sun Yefang wrote before his death
in February that depreciation of #ixed nssets should be rised from the
current 3.3% to 10% a year in the 1980s and to a 8till higher pate in the
1990s. Roughly speakin-, all of Chinn's industrial plant will have to be
replaced at least twice before the end of the century at the 1980s trate
reconnended by € an. Chinese ccononists arsue that renovation of equip-
nent would double industrial output by the end of the century. -~
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And by doubléng enerzyg producting and improvin. its efficiency of use
by 50%, they hope to quadruple the nation's @ VIAO.

If China does succedd in its statoed 071 by 2000, its GVIAO would
have risen from Rmb 82.7 billion to a nassive Rnb 2,8 trillion or
about 34 tines in 48 years. And hardly any independent analysts would
bet on that,
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(Years with more than 7 2% increase over previous yenr)

Year %increase Yeor %increase

1950 23.4 1965 20.4

1951 19.0 1966 1.3

1952 20.9 1969 23.8

1953 14.4 1970 25T

1954 9.5 1971 22

1956 16.5 1973 9.2

1957 7.6 1975 11.9

1958 32.2 1977 1037

1959 19.5 1978 12.8

1963 9.5 1979 8.5
_________ e | £ NSO, |- IR SRR 3¢ S
Feate Moot dhan 9.0 Tnipgege o BN L T

1955 6.6 1968 4.2

1960 5.4 1972 4.5

1961 -30.9 1974 1.4

1962 ~10.1 1976 17

1967 - 9.6 1981 4.5

L P
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CHINA'S NEW STATE LEADERSHIP
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Along with a transformation of economic institutious, Post Mao
China jig ongogod in a radical transformatlgn of its political
institutions in which democratic participation is extended to
all various sections of Chinese society. This is why the tharactor
of the present state has been defined in terms of people's de@ocra—
tic dictatorship and not only as dictatorship of the proletariat.

The transformotions aim at building China into an advanced socialist

state with high degree of democracy and culture. In this article
these transformations arec analysed. The background of ?he lecaders
who are promoting these transformations is also explained.

The Recently concluded First Session of the Sixth National People's
Congress (NPC), China's superparliament, was a major landmark in the
progess of institution~-building in the People's Republic of China.
This was the culmination of sustained efforts for over four years %o
build a systen of political institutions which the post-Mao leaders
think would establish socialist democracyin China. According to Deng
Xiaoping and hisg coleagues, the movement politics of the period of
the Central Revolution had c¢reated anarchy and seriously hampered
China's economic development. Therefgg%brtgpy have worked assiduously
towards setting up a legal aystem to' - the rule of law., They
have also reorzanised the state strucute to ensure co-ordination and
efficiency. Andther important Job of the NPC was to elect a new lecader
to manage the new govermment systen and carry forward the policy linee.

The process of rebuilding the state structure haa statted in 1978 when
the 1975 €onstitution was amended tp drop some ©f the practices of the
Cultural Revolution. Thereafter a Constitution Revision Commission’

was appointed to work on a new draft. Even though Ye Jianying was its
Chairman, the main spkit hehind this effort wa® Peng Zhen, the Chairman
of the NPC. Incidentally, as Mayor of Beijing in 1966, Peng was the
first major target of the Cultural Revolution. The Draft Constitution
was circulated for nationwide discussion in April 1982 and was finalized
and promulgated by the NPC on 4 th DecemPer. Under the new Constitution
election of deputies to the NPC took place soon after, and for the first
time in every country the number of candidates was more than the number
to be elected.

THE NPC SESSION

The First Session of the Sixth NPC began on Jubne and ended on 21 June
1983, A total of 2,977 deputies attended the session, seventysix per cent
of whom are new faces. Since 1978 there has been an annual session of
the NPC to discuss draft laws, consider the Prenmier's report on govern—
ment work and approve national budget. Its Standing Committee met at
least once every month to carry on day-to-day legislative business., On
the other hand, after 1965 there was only one neeting of the Fourth NPC
and that was in January 1975. Thus the revitalized role of the NPC and
its Standing Committee reflects the new emphasis on institutional
functioning.

PRESIDENT LI XIANNIAN

The NPC elected the veteran communist leader Li Xiannian as President of
the PRC. At 74 Li is still going strong and was last year elected to the
Politbureau of the CPC Central Committee at its Twelfth Congress.« The
mantle of the head of state would have normally fallen on Ye Jianying,

Chairman of the Fifth NPC Standing Committee, but for his old age and %11
health which led to hig Voluntary retirement.



(16)

Li Xiannian who carries in him the experbéncc of the long March was a
closc associate of .the late Premiér Zhou Enlai anddlong with hin
weathered the stornmy peried of the Cultural Revalution. For a brief
time in 1967 Li wns also attacked by the Red Wuards. But with Zhou's
help he continued to steer the Chinecse ceconony as Vice-Premier
throughout the decade. When Hua Gilofeng Succeeded Zhou, Li remained
in his team. After Hua's fall in 1980 it was believed that Li was
not in favour of the tide of the new econonic reforms. Indeed other
leaders, particulalyanother veteran, Chen Yun, théorétician Hu
Qiaonu, economists Sun Yefang (Who recehtly passed away) and Xue
Mugiao seem to be Deng's ccondic advisers who ‘have charted the new

. course. However, Li has Perhaps accepted the honour secing that the
new line is popular in Chine and the new leadership is in 500d command.

The position of president was created by the new Constitution while
such a position did not appear either in the 1975 or 1978 statutes.
Under the 1954 Constitution Mao Zedong remained Chairman of the
Republic till 1959 sng was suceeded by Liu Sha oqi who was diszraced
during the Culturak Revolution. The NBC standing Committee Chairman
Zhu De and after his death Ye Jiangying used to perform the role of

the head of state on ceremonial occasions. Now these offices have

been differentiated. A new pffice of the Vice-President of the Republic
has also been created. Liao Chengzhi, Politbureau Members of the CPC
who was in charge of Overseas Chinese Affairs Comnission for a long
time, was slated for thisg position., But he passed away while the NPC
was in session. The choice fell on another old-time communist from

the ninority Monzolian mationality, Ulanhu. He had also faced Red
Guard attacks briefly in 1966 but was quickly rehabilitated and continued
in leadership position throughout,

NEW STANDING COMMITTQE

Yies stadjnder the new Constitution the NPC has transferred much of its sup-

~E5Bﬁ.*" stantive legislative powers tofits vast nembership the NPC performs

ce.Withiore a function of legitimation than legislation. Its deputies today

also play the watchdog role in Supervising 3overnuental activities,
But as a relatively smaller body the standing Committee plays the key
role in em®ting laws, interpreting and enforcing the Constitution.
I new Chairman is the 81 -ycar old Peng Zhen, the architect of post-
Mao China's legal suysten, who will steer the operation of the state
structure, Anc¥ing the twenty Vice~chairmfn Chen Pixian has been given
Precedence o¥er others, He was the Executive Chairman at the closing
Ceremony of the session, Foruer Vice-Premiers Geng Biao ang Huang Hua,
industrialist Rong Yiren and Panchen Lama have been elected as Vice-
Chairnan, :

As agaimst 196 members of the outgoing Standing Committee. the new one
has 155 and two-thirgs of its members are in it for the first tine,
The proporfion of Ron—-communists in the Standing Committee. hasbeen
increased, as also the representation of intellectuals and experts.
The Standing Coumittee has the arduous task of franing many laws
which have been long overdue, '

STATE COUNCIL

The State Council, the Ciinese counterpart of India's Council of
Ministers, has undersone major changes both in terms of it components .
and personnel, Last year a new category cslled state Counc lors was
created. Simultaneously the nunber of Uice-Premiers was drastie:lly

cut down while many of them were given the new status. This was part

of the process of restructuring of state organs to reduce Werlapping
responsibility and nultiplicity of author ities. .Out of the thirtecen
Vice-Premiers only two were rectained ip the rebrganisation of May 1982,
They were : Wan Ki Li and Yao Yilin, who have continued in the new

State Councilas vice-Premiers . Two othes have been ele¥vaied to the
sane position. Li Peng (55), an electrical Engincer, was Vice-Minister
of Water Resources and Electric Power, and Tian Jiyun (54), fornerly
Director of Financial Department of Sichuan Province, was Deputy Secres
tary-General of the State Council.
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Both have achiewved swift promotions under Deng Xiaoping's plan of
encouragring younger and specialized people of "fine political
quality and with specialized knowledge'.

Out of the ten State Councillors, seven have been carried over fron
the previous one and they include the only women member Chen Muhua,
The three new State Councillors are: Wu Zuegian,liinister of Foreign
Affairs, Wang Binggian, lMinister of Finance, and Sony Ping, Minister
incharge of the state Plannin€ Commission all concurrently., Amcfing

the forty-five ministers who include two women besides Chen Muhua,
eight are new. Song Ping was Uice-Minister in the sane Commission.
Liu Fuzhi has been shifted from Justice to Public Security. Zou Yu

has been promoted from Vice-Ministership to the post of dinister of
Justice. He Kang, Jiang Xiaxiong and Jiang Zewmin, previously Vice-—
fMinistess, have been pronoted to their own ministers of Animal Husbane
dry and Fishery, Nuclear Industry and Blectronics Industry respective-
ly. Two new ministeries have been created, a ninistey of State Security
to suyervise counter-cspionage work and the office of th: Auditor-
General to keep a watch on public evebding, Forner Vice-Minister of
public Security Ling Yun is the new intelligence boss and the Bx-
governor of Shaanxi Province, Yu Mingtao, is in-charge of Auditing
Adninistration. It may be recalled that in the past there was a ple-
thore of ministeries, many of whom were nuaerically identified. Zhao
Zyyang, who has consolidated his position as premier over the last

two years and more, seems to have personally ziven final shape tohis
State Council team and can confidently look forward t¢. a stable funct-
ionging of this central executive body., His report on the work of
governuent was a sober stock taking of the last five years of recti-
fication om various cconomic and political fronts. That this State
Council will firmudate the Seventh Five-=Year plan while implementing
the sixth was the only noticeable theme in his report,Zhao has himself
kept the charge of the Commision for Restructuring the Econonic

Systen which show that the process is not yet over.

The NPC re-—elected Deng Xiaoping as Chairman of the Cen trd Military
Commission of the PRC. This Commission has been created by the new
Constitution in order to provide the People's Leberation Army 'an
appropriate position in the state system ', Last December itself the
personnel of this Conmission wore finalised. The Vice=Chairman of
this commission have remained the sone including the aging Ye Jianying
The session also elected Zheng Tianxiang President of the Suprenme
People's Court as successor to Jiang Hua, who had conducted the great
trial of the Gang of Four and Wang Yichen Procurator-General of the
Suprene People's Procuratorate in plac: of Huang Huoqing, both of
whom had long ining's on the job.

PAYRIBTIC FRONT OQXGAN

= — -

As usual, the National Committee of the Chinese People's Political
Consultative Confercnce (CPPCC) had its meeting coineidinz with the
NPC's. As many as 2,039 members were present and also took part in

the NPC deliberations as bbservers. It shoul be noted that ever since
the Deng Xiaoping group came to the hel® of affairs they have consis-
tently tried to win over the non-communist forces in China , intellec-
tuals and experts in various fields, on the plea that the moderniza-
tion programme was a patriotic duty of all Chinese. In fact, they

have succeeded in securing the sympathy and support of overseas

Chinese to a very large degree, This is why the character of the present
state has been defined in terms of Pecople's Democratic Dictatorship
and not ‘oaly a8 Dictatowship of the Proletariat. On the eve of the
BPC Session the Central Committee of the CPC invited many non-communist
parties and persons for informal consultation before finalizing its
proposal for filling uwp the various posts.

The sixth National Committece of the CPPCC elected a Standing Committee
with 297 members and a chairman 2nd 29 vice-chairmen. Deng Yingchao
(Madame Zhou Enlai) was elected Chf&person. She has becn oa the fore-
front of the post-ilac reforms rijht from the begining. ~ou.s

. vy - g v .



(18)

Anamng the Vice-chairmen sixteen have been elected, who include the
former Guomindang gencrals Tao Zhiyue and Deng Zhaoxian (the noted
anthropologist and chairnan of the nationallities Institute), Ye
Shengatao and Qu Wu; enterprencurs Zhou Shutao ang Wang Guangying.
The famous novelist Ba Jin is also one of the Vicewchairmen, According
to an official analwsis the representation of the Communists in the
Standing Committee has come down form 70 to 36 per cent. The ei~ht
democratic parties have 123 nembers, i.e. 42 per cent of the total

28 against 25 per cent Previously. As Hlany as 158 nenbers are new
faces in the Standing Committee. More than sixty Renbers have been
included:f'mzscientific, technical, social scienc:, medical and
ciltural circles,. There are twenty five coupatriots from Hong Xong,
Macao and Taiwan. Naturaliged citizens of China doctor George Haten
and writer Israel Epstein are also Denbers of the Standing Comnittee,

BUILDING SOCIALIST DEMOCRACY

Sttty s et ot e o 428 e TS v 2 e b e e o e e

Whercas the fifth NPC had worked out a transition first fron the
Cultural Revolution to the Hua Guofeng phase and then to the

current phase since the Third plenun of the Central Committee bf the

CPC in Decenmber 1978, the Sixth NPC faces the task of Constructinng

along m the already crystallized line of devel oprent. President

Li Xianninan in his consluding speech cnlled upon the deputies to

work for building Chine ‘into an advanced socialist state with high
dezreg of democracy and culture. The state structure ig supposed to
facilitate bath participation and leadership, freedonm and displine

to realize socialist democracy. Coming as g reaction to the institutional
breakdown during the Cultutral Revolution, nuch of the new state system
stresses rules and procedures, control and rcsponsibility. This nay
lead towards institutionalization and bureaucracy, In faet, the Chinese
thenselves are alrgady talking about it ag a result km of Which there
was a campaizn aga}ét bureaucracy launched last yeare. Li Xiannian

also nade a reference to the four cardfhl principles of adherence to
'the socialist road, people's denoeratic dictatorship, leadership by
tle Communisgt Party and Marxisn-Leninisn and #ao Zedong thought' which
have been usually hurled at those critics who call the prescnt policies
rishtist., The fcononie policies wheih evelved by way of rectification
of the leftist policies of the rast may have only one Preoccupation,
i.e. ccononic growth and to Aanage that prosramne the new state
structure has been effedively des#hed. The domestic recsponse to the
new policies has been so Positive that the new leadership has proceed-
ed with confidesnce along dhe new line. The growth oriented econonmic
strategsy nay generate inequalities, Consunerism and crude uaterialisn
while the excessive stress on institutional functioning "%¥eaq to
bureaucratisn and centralization., But the present Chinese leadership
seene to have decided to Pay this price for growth. Perhaps, they

are conschous of thig ang that is why they talk more ang 1nore about
spritual ecivilization and socialist Values,

*o*oxg*

SOURCE: CHINA REPORT, July-Ausust 1983, pp. 3=~9;: By tlanoranjan
Mohanty . .

$ ice~chai ixteen
®The sentence reads as follows . "' Among the vice chairmen six
have been newly eclected WRG include the former Guomindang generals

Tao Zhiyue and Deng Zhaoxiang, leaders of democratic parties,‘Fei
Xiaotong ( the noted anthropologist and Chairman of = the nationa-
lities institute), Ye Shengtao and Qu Wu! entrepreneurs Zhou Shutao

and Wang Guangying.,

>
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NAME LIST OF STATE LSADERS

g S S S e o g

President of the People's Rebublic of China
LI XIANNIAN

Vice - President
ULANHU

Chairman of the Sixth NPC Standing Comnnittee
PENG ZHEN

Vice -~ Chairmen

Chen Pixian, Wei Guoqing(Zhuang nationality), Geng Bino, Hu Juewen,

Lu Deheng, Peng Chong Wang Renzhong, Shi Lizng(f y Zhu Xuefan, Ngapoi
Ngawang Jigme(Tibetan&, Baingen Bridini, Qoigyi Gyaincain(Tibetan),
Seypidin (Uygur), Zhou Gucheng, Yan Jici, Hu Yuzhi, Rong Yiren, Ye R®ei,
Liao Hansheng, Han Xianchu, Huang Huae.

Premier of the State Council
ZHA ZIYANG

Vice - Premiers
WAN LI, YAO YILIN, LI PENG, TIAN JIYUN

State Councillors
FANG YI, GU MU, KANG SHIEN, CHEN MUHUA(f), JI PENGFEI, ZHANG JING AIPING,
WU XUEQIAN, WANG BING QIAN, SONG PING.

Sceretary - General
TIAN JIYUN (concurrently)

Chairman of the Tentral Military Comnission of the PRC
DENG XTAOPING

Vice = Chairnan
YE JIANYING, XU XIANGQIAN, NIE RONGXHEN, YANB SHANGKUN,

MINISTSRS UNDER THE STATE 60UNCIL

Minister of Foreign Affairs
WU ZUEQIAN (concurrently)

Minister of National Defence
ZHANG AIPING (concurrently)

Minister in-charge of the state Planning Comuission
SONG PING (concurrently)

Minister in charge of the State Economic Connission
ZHANG JINGFU (concurrently)

Minister in charge of the State Comaission fro Restructuring Economic
Systen
ZHAO ZIYANG (concurrently)

Minister in charge of the commission of Science & Technology
FANG YI (consurrently)< g

Minister in charge of the state commission of Science,Technology
and Industry for National Defence
CHEN BIN

Minis¥er in charge of the State Nationalities Affairs Commission
YANG JINGREN

Minister of Frblic Security
LIU FUZHI

Minister of State Security
LING YUN

Minister of Civil Affairs
CUI NAIFU

Minister of Justice
Z0U YU
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Ministgr of Finance
Wang Binggian (concurrently)

Auditor-General of the &uditing Administration

YU MINGATO

President of the People's Bank of China
LU PEIJIAN \
Minister of Comnerecce

LIU YI

Minister of Foreign Econonic Relations and Trade
CHEN MUHUA (f, concurrently)

Minister of Agricukture, Aninal Husbandry and TFishery
HE KANG

Minister of Forestry
YANG ZHONG

Minister of Water Resources and Electric Power
QIAN ZHENGYING (f)

Minister of Umban and Rural COnstruction and Environmental Protection
LI XIMING

Minister of Geology and Mineral Resources

SUN DAGUANG

Minister of retallurgical Industry
LI DOMGYE

Minister of Machine-Building Industry
ZHOU JIANNAN

Minister of Nuclear Industry
JIANG XINXIONG

Minister of Acronautics Industry
MO WENXIANG

Minister of Electronics Industry
JIANG ZEMIN

Minister of Ordnance Industry
YU YI

Ministrer of Astronautic Industry
ZHANG JUN

Minister of Coal Industry
GAO YANGWEN

Minister of Petroleun Industry
TANG KE

Minister of Chenical Industry
QIN ZHANGDA

Minister of Textile industry
WU WENYING (f)

Minister of Light Industry

YANG BO

Minister of Railways

CHEN PURU

Minister of Communication

LI QING

Minister of Posts and Telecommunications
WEN MINSHENG

Minister of Labour and Personnel

ZHAO SHOUYI

Minister of Culture

ZHU MUZHI

Director-General of XINHUA News Azency
MU QING

Minister of Radio and Television

WU LENGXI

b = 1
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HE DONGCHANG
Minister of Public Health
CUI YUELL

Minister in charge of the .State Physical Culture and Sports

Comnission
LI MENGHUA

Minister in charge of the State Fanily Planning Conmission
QIAN XINZHONG

CPPCC LEADERS
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Chirman
DENG YINGCHAO (f)

Vice=Chairnen

Yang Jingren, Liu Lantao, Lu Dingyi, Cheng Zihua, Kang Keqing (f),
. Ji Fang, Zhuang Xiquan, Pagbalha, Geleg Namgyai, Hu Ziang, Wang
Kunlun, Qian Chansgzhao, Dong Qiwu, Tao Zhiyue, Zhou Shutao, Yang
Chengwu, Xiao Hua, Chen Zaidao, Lu Zhengeao, Zhou Periyuan,

Burhan Shahidi, Miao Huntai, Wang Guangying, Deng Zhaoxiang,

Fei Xiaotong, Zhao Puchu, Ye Shengtao, Qu Wu, Ba Jin,
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LATEST DEVELOCMENT IN THE CHINESE (22)

IThe new policies envisaged by the Chincse Communist
Party Leadership cannot be carried out unless a purge
of the contaminated elements take place.The present
write up, taken from the Review "South'" gives an insight
into the latest developments taking place in the
Chincse Communist Farty. It reveals that '"unlawful "
activitiecs as well as anti party grumblings had begun
underming the Party.it points out to the e¢fforts made
to overcome the shortcomings.

Cold winds will blow this winter on Chinese Officials and
Conmunist Party nenbers as Beijing launches a new rectification drive,
While physical liquidgtions are not on the agenda, a three-yecar purge
of all those unfit for party nembership has already begun.

China's political strongnan, Dens: Xiaoping, and his closcst
collaborators have taken a close lock at the political establishnent
over the last two years and they arec disenchanted with what they have
uncovered. Their solution is to exanmine the credentials of every
single party nenber, 411 40-nillion men and wonen currently on the
party's rolls will be required to go through a nenbership registration
Process. Undesirables caught in the a Sereening process will be
ejected from the rarty,.

The Connunist Party has published guidelines for the purge. The
Preanble paints a depressing picturc of problens within the party.
"Sone members turn a blind eye to anti~Marxist and anti-socialist iccas
and sone even spread these ideas," according to a central cormittee
report published in Octobers EBxtrenc ultra=-lceftists who cnerged
dulng the storny Cultural ﬁevolution of 1966 to 1976 have not been
elininateds Others abuse their official positions, "sccking personal
gains for thenselves and those close to then by every possible necans,"
the report continued , "They ignore the law, protect and shield crininals
and they even take & direct part in unlawful activities such as snugrling,
selling smuggled goods, corruption, accepting bribes and profiterring,"
The central comittee has run a pilot schene to nmade sure its progranne
will not get out of hand or come under the control of extrenists,

Out of the 245-nillion party units and branches, Beijing selected
580 grassroots units for a dunny run of the canmpaigsn. The lcadership
has announced that this cxercisc found "the overwhelning najority of
party mﬁmbcrs neasured up to the requirenents set in the rarty consti-
tution,

Beijing has bcen carcful to ensure that any potential opposition
to the campaign is neutralised in advancc, For instance, the arned
forces have procuced some of the nost stubborn ideological hostility
to the econoniec reforms cspoused since 1978, Lt the start of the purge,
the Central Military Comnission announced that just over 100,000 nilitary
cadres had been rosted to lower-lovel units "to help then solve problens
related to arny b@ilding while conducting investications and studies",

The purge has already aroused rcsistance. Heilongjiang province,
for exanple, reported a lack of enthusiasn for the pilot schenc. Mass
canpaigns are not popular because of the way they were abused in the
Maoist era. Officials who believe their hardships at the hands of the
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Maoist extrenmists up to 1976 zive then the right to the good life now
rcfuse to give up their privileges. For over a year, officials have
openly defied the governnent's instructions to relinquish the lavish
houses and other perks that they have grabbed, {lso, there arc nany
in the party and the bureaucracy who are at loggerheads with the
current lecadership either bccause of genu%no ideological differences
of frustrated political antitions. Deng Xiaoping and his colleagues
are taking politcal ganble in lauching a Fajor purge.

Chinese officials synpathetic to the reetification canpaign argue
in private that the gamble is Justified. They insist that the central
comnittee of the Communist Party has been correct in adnitting openly
that neither the ethics nor the efficiency of party menmbers can be
taken for granted., Tho public, these souces clain, is weary of the
abuse of office and the inconpetence of nany party nembers,

Other Chinesc sourccs say Deng Xiaoping and the present party
leadership had no choice but to launch a purge. Over the last six
years there have been a nunber of linited campaigns to wced out Maoist
cxtrenists, the corrupt, the crininal and the unqualified. At the
sane time, therc have been attenpts to carry out sweeping econonic
reforms, Thesec canpaigns have net with only limited success and have
also revealed scrious dcfects in the calibre of political lecadership
at nany levels., :

The most dramatic exanples have bcen in the econonic sphere. The
party's Disciplinc Inspection Comnission has uncoverecd 192,000 serious
cases in the 18 nonths since a crackdown on econonic crine started in
Januvary 1982, Investigations on 131,000 cases have becn conpleted,
According to the commission over 71,000 nenbers of the party were
involveds The official econonmic conmentary Jinji Ribao cstinated in
dugust that "one~fifth of the cnterprises which ought to be paying tax
have succecded in evading payment", Tax fraud has becone a way of
life for many state and collecetively owned factories and comnercial
units. -

Sone party officials arc afraid the purge is such an enornous
undertaking that it will divert lecader shipp resources from other crucial
canpaigns. They note that a najor reorganisation of industrial
nanagenent which is supposed to be undcertaken in the largest enter~
prises has nade little progress this year,

Sources outside the prarty say they are nore concerncd about the
danger to the country's intellectuals. In prewious idecological move-
nents, the intelleftual class has generally been the worst-hit,
Throughout 1983, the party has led a drive to ond perscction of teoch-
nically qualifiecd reople and to provide intellectuals with proper
living standards and working conddtion. But since the rectification
drive got under way, the party has paid increcasing attention to
ideological deviation in cultural affairs, £t this stage, the inpress-—
ion is that professional will be treatcd better than in the past on
condition they accept the party's right to police the nation's literary
and cultural ocutput. :

Source: SOUTH DECEMBER 1983. Pazec 20,
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FIVE-YEAR PLAN IN TROUBLE

NINTETEEN eighty-one is the first yecar of the Soviet Union's 11th
five-year plan. Figures recently published by the Soviet Central
Statistical Board reveal that the Sovict Governnment is facing sone -
motty problens, with both industry and agriculture beset with troublcs
in the first six months of this year.

LOW_FECONOMIC GROWTH RATE.,

The Soviet economic growth is slowing down, & trend which has
steadily beconme more serious in recent years., Industrial output value
in the first six months failed to rcach the growth rate set for the
new 11th five~yecar plan, a rate which is lower than ever before. It was
replorted that the output value increased 3.4 per cent compared with
442 per cent for the same period last year. The planned annual increase
rate for this yecar was 4.1 per cent. The industrial lsbour productivity
increcase@ 2.5 per cent, less than in the same period of 1980 and the
target for 1981, The outpur of 19 industrial products including coal,
rolled metal, generatdrs, ca rs and cquipnent for the chenical industrial
was less than that of the corresponding period of 1980, The output of
some items has steadily dropped over the last two years.

Capital construction is still depressed, and the long-standing
problens of scattered investnents and far-flung capital construction
have not yet been solved. The inportant projects which were put into
production in the first six nonths according to schedule only account
for half of those planned for the period and 13 per cent of those for
the whole year of 1981, Some projects scheduled for completion in 1980
have still not been finished, and the plans for putting projects into
production, housing, culture and the construction of residential and
other facilities wore unfulfilled in the first six months, Greatly
worries, the Communist Party of the Soviet Union has called special
neetings to seck solutions.

LGRICULTURE .

Agriculturc has been a vulnerable spot in the Soviet economy. Farn
output targets set for the ninth and 10th five-ycar plans were unfulfill-~
cd, and this has had adversec cffects on the whole national econony.

Though the Soviet authoritics were gnxious to change the backward agri-
cultural conditions in this naw five=year plan, they are focing
troubles ahead. )

This summer, the crops suffered fron a heat wave, similar to
1972. In some areas, temperaturcs rcached 40 degreces centigrade. The
grain, potato and beoet harvests will certainly be affected. An edito-
rial published in pravda therefore heod to again call on people to
practise frugality, especially in food consunption,

The Soviet Union has imported nore than 1 nillion tons of American
grain since President R agan lifted the partizl grain embargo four
nonths ago, It was reportecd that Moscow inportcd 33,5 nillion tons
of grain in the fiscal ycar of 1980-81. Western agricultural experts
cstinate that if the drought in ths Soviet Union countinues, Moscow
will then have to import nore grain than ever in fiseal yecar 1981-82,
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SECTICN II = POST MAO CHINA'S ECONOMIC POLICY Jh
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It is at the 1level of Economics that one can assess
the nature and the extent of the transformations that
are contemplated by the new leadership in Today's China
and which are actually taking place.Explanations for
the new orientations in the economic policy of China
arc varied. Some see the victory of one group over
the other in the struggle for power.According to this

view, the "expeets" would have taken over from''the Reds".
However this seems to us a rather oversimplified view
of things. Are they other processes at work within China

today, of deeper significanee ? Which are they ? This

section on "Post Mag China's - econcmic policy" explores

these questions.
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The Chinese model of development has undergone changes as it

went through a concrete historical process.What are the main
Phases of this historical brocess and the charactergstics of

each of these phases ? The author of tha article condensed below,
Satish Riachur, was an associate professor of cconomics at the
University of Denvers before he died in 1980. He tries to
answer the above questions.

THREE ALTERNATIVE LINES OF SOCIALIST DEVELOPMENT ,

The purpose of this article is to identify and to analyse the implications
of the principal alternative strategic lines of sociaglist development which
have been attempted in China during the first thirty-two years of the
People's Republic s from 1949 to 1981. In our view, there has been three
such lines, cach of themadistincly differant approach to socialist
developuent conceived in terms of its own particular logic and .. basic
theoryes, and implemented in China during a particular historical period.
We have labelled them ¢ Strategx A ( the strategic design for the first

Five Year Plan ( 1953%~57)
Strategy B( the greot lcap forward,1958-60)
Strategy C ( so far only partially implemented
under the four modernizations,l1978-present)

EBach strategic line is familiar to students of comparative socialist
development. Strategy A is the Stalinist model which cmphasizes
centralized burcaucratic pPlanning and resource allocation,or what
Western Economists have called "Command economy',

Strategy B is a social mobilization approach, based on
Party~directed mass movements to create a comnunist "new man!

Strategy C or "market socialism! is an cffort to build
a market :isnWimit mechanism Into a 50cialist planned cconomy in order
to irncrcasc productivity, to achieve greater ccinomic efficiency, and
to stimulate the initiative rof workers and m:_agers through material
incentives, :

Clearly there are a number of parallels between the Chinese cxperience
and that of other socialist countries. For cxample, the Soviet Union under
Stalin attempted to impose strategy A, the Stalinist model, on virtually
all sociaelist countries that Moscow could influence, and, therefore,
most socialist countries have had a significant experience with that
strategic line. Regarding strategy B , the social mobilization model,
there are some striking varallels, Bor example , between Cuban policy
during the period 1966~70 and China during the Great Leap Forward,
1958-60.4nd finally, the present Chines Leadership has been studying
and cmulating certain aspects of the strategy C, the market Socialism
model, drawing on expcrience of Yugoslavia and Hungary.

As an interpretatidh of China's development history, our analysis

differs markedly from interprctation that have charaterized PRC history
in terms of 'Ypendulum swings" alternating betwecen radical and pragmatic
phases or from those who have interprcted PRC history as essentially
cyclical, involving little or no cualitative change.Qur analysis

also differs from those who inter»r® the Cultursl Revolution period
1966-76, as reflecting sa significant departure in development strategy.
Instcad we argue that the cultural revolution is better understood as a
struggle in the rcalm of so-called "superstructure", an intra-party lca-
dership conflict which became a mass movement in the year 1966~69 but
which did not involve important innovations in development strategys
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DEFINITION OF TERMS

We use tHb”féfm'sfratcgic line to mean a conceptual wodel of develop~
ment. It is a systematic design which spelk out both the ends and the
means for purposceful action, Strategic lines, if adopted by a ruling
communist porty, are implemented by specific development policies. If
the policies arc tought to be successful and if they are sustained O ver
time, they create a particular social systemy, 2 social order and way
of life which has its own characteristic division of labour, culture and
social values, and form of pobitical rule. Thus the strategy A line
was successfully implemented in terms of the policies of the first
Fiv: Year Plan, which in turn crecated a social system in €hina charac-
terized by a centralized, hurcaucratic command economy.Subsequently,
the mass mobilization line strategy B was atteutped curing 1958-60
under the policies of the Great Leap Forward and the Communes, but it
Was never successfully implemented. In 1961-62, the basic policies were
changed in ocrder to reverse the economic .downturn of “#959-67 ., Finally
the third alternative strategy C, the market socialism line, to date
has only been partially implemented under the policics of the Four Moder-
nizations, and the recsults so far arc mixed.

The term socialism:  has been used in many different ways. For the
purpose of tWIT anmalysis, socialism is understood to be a process of

basic socictal transformation, an historical period of planned trang~-
formation from capitalism to communism, undertakcn in a society ruled
by a communist party. Vie . assume that the various communist party lcaders
and planners will often have very different notions about what socialism
in concrete means and what the central characteristics of socialism as

a process of transformation should be, but they all agree that communism
is the end and that all of them are trying to achieve it.

There is no dcfinitibnu(textbook definition) of Communism in the clas-
sical Marxist literature. Here, we assume that thc proponents of the various
strategies of socialist development would agree on a definition limited
to three characteristics ¢ ownership of the wmcans of production, the
process of production, and distribution -- the less ambifuous charac~-
teristics of communist saciety. Hence we define a communist society as .
onc in which ¥ 1) the means of production are owncd by the whole people
(e.g., in rMao Zctong's terms, the means of “production have been distri-~
buted to all people), 2) the production process is fully socialized,
and 3) distribution of that which is producecd is on the basis of
"need" rather than an individual's "work! =—- comuodities are no longer
producecd for cxchange but rather products are allocated on tho basis of
need.We will limit ourseclves to these characteristics. Communist
party lcaders and planners might disagree about other difining char&cf
teristics of communism, for example, what level of social output in
production is essential to provide the material basis of support for
communist socicty, what the disappearance of social classes might mean
in concrete terms,or what procedures would replace the state and perform
the continuing nccessary functions of organizing production, allocating
that which is produced and regulating social intéraction in communist
society. '

Finally, the debate - or more accurately, the struggle ~ among pro-
‘ponents of the different strategié lines of socialist development is carried
out within the conceptual context of Marxist economic theory. The advocates
of all | . thrce differcnt strat gies of socialist development similarly
conceive of the process of achieving communism as one requiring the i
concurrent development of both forces of production and relation of =i
production in order to crcate the material conditions required for a
transition from cocialist to communist socicty.They identify the main
contradictions in the socialist historical period as those between the
forces of production and the relations of production, and between the
superstructure and the cconomic base.The forces of production have becn
defined as "the rclation of s ociety to the forces of nature, in
contest with which it secures the material valucs it nceds'", and relations

of production as "the relations of men to one another in the process of
production.
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The forces of production include labor, the mcans of production (1and,
tools, or wachinery, and raw mateirals),and technology. Relations of
production cssentially camprise the ownership of the means rof
Productiion, the social organisation or administration of production,
and the distribution of that which is produced.

IN terms of Marxist theory. the two together (the forces of production
and the reclations of production) constitute the cconomic base or material
foundation of any society. The superstructure of society, which includewm
government and other oscial institutions, legal systemsm, culture and
ideology, is usually conceived of as a reflection of the conoimnic base
-= i.e., the econcmic base of any society is thought of largely to deter-
mine the structure of classes, government, and provuiliqg ideology.

THE THREE STRA?EGIES _A,B,C, COMPARED WITHIN THE CONTEXT OF CHINLSE HISTORY
OF THE PAST TEItTY YRARS ., : i

The three stratrgics A,B,C, ‘can be compared as -follows .(the pattern depicted
for ecach strategic line represents the logic of the strategic design,

not necessarily the actual performance of the strategy when it was imple-
mented in China. ).

Strategy A , implcumented during the First Five Year Plan (1953~57)conceived

By

- of. a fairly linear relationship between the development of forces of

Production and rclations of production. An initial period of sharwp changes
in relations of production (e.g. the takeover of statc capitalist enter-
Prises, the establishment of joint state-private enterprises, tnd the
collectivization of agriculture) would be followed by a consistent pattern
of planned incremental changes == initially intcnded to cover three
five-year plans, 1953-67) -- in both relations of production and forces of
¥Bx production moving toward communism. J

contrast, Stratepgy B, Mao Zedong's design for the Great Leap forward

(1958-60), sought to achieve qualitative leaps in relations of production

as a part of a dialectical process leading to more rapid development of
both relations of production and forces of production., During 1958, for
example, the hope was often expressed that this approach could significantly
shorten the road to communism. :

Finally, Strategy C, the present Four Modernizations development strategy,

prlaces great emphasis on the devclopment of forces of prcduction or
economic capacity through retrenchment with respect to relations

of production (e.g., by secking to combine markct with plan, encou-
raging foreign private investment in China, and emphasizing individualised
material work incentives) .

Although the choracteristics of Strategy A and Stratcgy C are different,
the two strategic lines are similar in envisaging a continuous patterm of
incremental change rather than the dialectical pattern described by
Strategy B.

TABLE I = PuRIODS IN THE PEOPLE REPUBLIC OF CuINA ECONOMIC HISTCRY
AND  STRATEGIES OF DEVELOPMENT

——— —— o ———————
- . . S . S o S T S — o~ T — —— T {— o ———— - ——

Policies Strategies
1949-52 Rehabilitation of the economy
1955-57 First Five Year Plan Strategy A
1958-60 Great Leap Forward and Communcs Strategy B
1961-65 Readjustment and Recovery
1966-76 Great Proletarian Cultural Revolution

1976-~77 (CCP leadership transition: deaths of

Zhou Enlai, Zhu De, and Mao Zedong, and
defeat of the "Gang of Four').

1978~ Present = Four Modernizations : . Strategy C

Table 1 (Cfr. above ) mlaces 'he threce strategics within the thirty-two
years of the People's "hewublie It is ~ur contantion that the alternative
k approaches which we he ¢ lerel’ed Strategies A,B,C, are very different,
but were the principjcstrotegic lines of socialist development attempted
during this time in China
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The first period in the economic history of the PRC, 1949-52, Was essen-
tially a time of rchabilitation. For over a century (since the first
Opium war in 1839-42), China had cxperienced the agonies of foreign
invasions and doumcstic turmoil. Worst of all had been the Japanese in-
vasion of China (1937-45) and the subsequent four ycars of civil war
between the Guomindang government of President Chi&lk Kai-Shek and
the revolutionary movement 1.4 by the Chinesc Cowmunist Party. Once vic-
torious in 1949, thc CCP's Principal tasks were to cstablish order under
CCP rule, to rcsume production in industry and agriculture, and to
carry out a basic land reform in the rural arcas of China. As the
prominent Chincse cconomist XueMugiao pointed out in a recent Inter=y .
pretation oi the FLC's economic history,"By the end of 1952 the work of
a‘rarian reform and economic recovery had becn successfully conpleted!,

Having consolidated their regime and achieved a level of production comparavle

to pre-1949 pmk ycars, .the CCP leadershif_in 1953 was preparcd to>lad%h
its first major effortto achieve a 80Clalist TOMStruction in China.

This was the first Five Year Plan , 1953=57, and Strategy A. Although
the Chincsc lcadership never completely copied the Stalinist Strategic
line . (especially with regard to the collectivization of agriculture), . ..
flany aspect of strategy A wore borrowed from Soviet theory and the USSR's
developmont‘gngricncc. Moreover ,Soviet Economichsupyort and technologica,
assistance werc central factors din the design and success orf the First
Five Year Plan. Xuo .Mugqiao, in his review of Chincésc Development,
comments : » s S _ '
" In the First Five Yecar Flan we emulated-the Soviet Unzon andie i
imppmented o policy of giving priority to the development of heavy -
industry. with the help of the Soviet Union, China carried out the
construction of 156 key projccts (mainly hcavy industries) to lay
the initial foundation for socialist industry, and the achiecvement
was colossal.m
Although there was continuing debate in China regarding many aspects
of this first cffort at socialist development, it scems that all of
China's top Party lcaders agreed that it was the corvecct apprroach.s .
Mao Zedong as well as the comrades with whom he would ° later disagrce
profoundly (c.g. Liu Shaoqi, Leng Xiaoping, and Peng Dehuai) -all favored
the Strategy A approach at ‘that time. e ‘

By 1956, however, i~ao with his speech "On the Ten Major Relationships', began.
to press for an alternative approach. The Great T&op Forward, .1958~560,
and the people's communes constituted his design :for achieving a.faster-
transition to comrunism by employing an approach, Strategy. B, built
upon t.. jdecas bproven to be successful during China's struggle against
the Japancse c¢uring the Yanan Period. Rejectin: rcliance on heavy in-
dustry, Mao called for simultancous development of agriculture and
industry  to be combinod with a_massive social mobilization to rolease
the productive energies of the Chinesc People. A new kind of social
Organization, tihc people's commune, would be the vchicle for resolving
the contradiction between China's two ecconomies (the collective agricul-
tural- economy and the state-owned industry) and scrve as the ipstitutional
basis for the transition from socialism to communism. For Mao .

"The charecteristic of the Pcople's commune is that it is the basic
level at which industry, agriculturc, the military, education, and
commerce arc to be integrated in our sociad structurc....The commune

is the best organisational form for carrying out the two transitions,
from socialist (the fresent) to all=embracing public, and from
all-embracing public to communist ownership. In the future, when
the transitions have been completed, the communc will be the basic
mechanism of communist society.' (Mao,/q critique of Soviet Economy).

1¢_great lecap forward failed. Publicly, three rcasons were given.
1) natural disasters, 2) the abrurt cutoff of Soviet aid.and the
withdrawal of all sovict technicians in the summer of 1960, and
3) a rather ambiguous catcgory of orgonization and administrative
problems having to do with the imvlementation of. the Great Leap approach,




(28)

During 1959-61, China experienced a decline in output comparable in
magnitude to the Americen Great Depression of the 1930s == but in a
country having a material stondard of life which was only a fraction

of that enjoyed in the United States. It has been estimated that China's
agricultural production dropped thirty-one per cent from the peak

year of 1956 to the bottom of the economic decline in 1960. Industrial
Production &s estimeted to have dropped forty-two pcr cent in just one
year, from 1960 to. 1961. ®uch sharp cconomic reverses causcd great
hardship throughout China. Party policies sought to equalize food con-
sumption among the population in order to avoid large-schle starvation.

The party leadership divided over its interpretation of what went wrong and.

what should bec cone. lMost courageous among those who opposed Mao Zedong
was Peng Dehuai, Defense Minister and long time associate of Mao, who
circulated a "letter of opinion criticizing the Lecap at the Lushan
pPlenum of the CCP Central Committee in July 1959. Mao subsequently
attacked Peng, and the meeting passed a resolution dismissing him from
office.

By_1961-62, the Party agreed upon a number of expedicent mcasures to readjust

the economic system in order to halt the decline and to restore economic
growth: These measures consituted a substantial retreat din relations of
production from the surges in .a. “communist direction attempted
during the Great Leap Forward. For example, in agriculture, the 25,000
large-scale communes of 1958~59 were reorganised into 75,000 smaller
communes ‘(about the size of the 'xiang' or administrative village) ;s

the production team (approximately the size of a swall villageé) was made
the basic accounting unit; and the peasants in the collective economy
were once again permitted "private plots” on which to raise crops for
household consuwption and even for sale. This structure of collectivized
production has recmained largely the same since 1962, in spite of efforts
at different times during the decade from 1966 to 1576,

The policies of rcadjuctment during 1961-65 were successful, and cconomic

recovery and the beginning of a gencral pattern of growth of output ensued.
However, thc consensus within the Party lecadership that expedient po-
licies should be undertaken in the short run to deal with the conomic
decline began to break down once a pattern of substantial economic

growth had again been restored. Many CCP leaders had opposed Mao's

Strategy B concept of development as early as 1955-56 when he first

pressed for' its implementation. After the collapse of the Grea Leap

and the extreme price that the Chines people paid for its failure,
presumably many others were determined noy to permit another such
experiment in social change in China. But Mao would not remain content

with the status quo. Precisely at the time that the policies of economic
readjustment were being flrmally adopted as Party doctrine, Mao Zedong w-
sought to rcverse the retreat from socialism in the relations of productio
and superstructure in China by lanching a Sacialist Lducation Campaign.

By meapm of education and propaganda, the campaign was designed to ,
build on the poor and lower-middle peasants in the countryside, revitalize
the class struggle, and to press Chinese sociecty once again in a

communist direcction,.

Differences about the correCt road for China's future came to a head in 1965

and 1966The great proletarian Cultural Revolution bocame a struggle over
Policdy and power, cgch side convinced that its approach to socialist
construction was the best for China, and that the opposition's strategy
woudl lead to disaster. In june 1966, Mao Zcdong and Lin Biao, frustra-
ted by Party obstruction and sabotage of their initiatives, turned the
Cultural Revolution into a mass movement to rcmove their opponents form
power. "Bombard the Headquarters'" was their motto as student Red Guards
besieged government and party offices. Mao, Chairman ofi the Chinese
Communist Party had gone to the strcets to rccapture control of his own
Party organisation. Cadres at all levels were thrown out of £ office
betwecen 1966 add 1969, and head-of-state Liu Shaogi and CCP General
Secretary Deng Xiaoping were singled out as the wost prominent "per-
sons in authority taoking the capitalist road'. The Cultural Revolution
focussed largely on superstructure, and it had surprisingly little effect
in reshaping the economic base of Chincse socicty. It was a struggle
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which remaincd unrcsolved for ten years, 1966-76, and which resulted
in no fundamental and consistent new direction with respect to Chinese
developmcnt@ Hence for the purpose of this analysis, the Cultural Re~ L
volution does not represent a separate strategic line of socialist
development.

The Ninth Party Congress in April 1969 scemed to signal at least
a limited victory for the cultural revolution, but it was followed by
furtuer strugules =-- cspecially between Mao and Lin Biao. Ultimately
Lin died under uysterious circumstances in a Planc crash in September
1971, and was charged with having attempted a military coup d'etat.
Struggles within the Party over policy and power continued until Mao's
death in Scptember 1976,

Looking back over the period from the beginning of the Cultural Re-
volution in 1966 to Mao's death in 1976, the present lcadership tends to
lump over together the entire decade as ten years lost to Cultural Re-
volution. The inconsistency of the policies implemented during this ten
years is ceplained by some as due to virtually continuous struggles
within the top party lcadership resulting in no agrecment about a
clear new strategy, and by others as reflecting popular resistance to
policics that did not make any sense i In Automn 1979, Ye Jianying, in
his speech celebrating the thirtieth anniversary of the founding of the-
people's republic, analysed the impact of the so-called Gang of Four and
concluded. 'In everything they did they set themseclves against the overwhel-
ming majority of thec people in the party and country". The ten years, accor-
ding to Ye Jianying, wecre "am appalling cabastrophe suffered by our s
people'.

the traumatic yecar for China was 1976. First, in January, came the death of
Premier Zzhou Lnlai, and later, in April, the Tian An Men demostrations
(now usually called the April 5th Movement) in support of Premier Zhou

and against the policies and power of Jiang Quing (Mao's wife), Zhang
Chungiao (a Deputy Premier), and others in the group which would later

be called the Gang of Four. During the summer the old veteran and acting
head-of-state Zhu De died, and onc of the most destructive .- earthquakes in
history killed 240,000 people in Tangshan. Finaily, in Scptember,
Chairman Mao dicd,and the final stage in the process of lcadership suc-
cession began. In October , the Gang of Four was arrested, and during the
following ycar, a ncw lcgdership was formed around Hua Guofeng, suppsodly
chosen by Mao to succeed him | Ye Jianying, a veteran cadrec closely linked
to the military and Deng Xiaoping, once again rchabilitated to become the
mainstray of the new regime.

@Ikwmver, the culturel revolution did have some gmpact on the economic

base in some parts of China in the following ways ¢ somec factories were
sent to gountryside; some collectives in the cities, especially in service
industries (c.g. rcstaurants and laundries), werc put under state owner-
ship, in some rural arecas, attempts werc made to make the brigade rather
than the tecam the basic accounting unit ; and the pclicies of "politics
in command" in both industry and agriculture sometimes reshaped the orga-
nization of production and patters of distribution. For cxamplc. For
cxample, Parish ond Whyte in their study of rural Guangdong Province
found significant changes undcrtaken beginning in 1966-69 duc to im-
plementation of the Lazhai work-point system and a diffcrent system for
the distribution of grain
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After the new leadership had consolidated its power in 1977 , a new strategy

of socialist devclopment began to take shape. The Four Modernizations —--
a plan to turn China into a powerful socialist country with modern agri-

culture, industry, national defense, and science and
year 2000 -- had its roots in Premier Zhou's

technology by the
report to the First Session

of the Thrid National People's Congress in 1964 (before the Cultural
Revolution) and the Fourth National People's Congress of Jamuary 1975. But
the Four liodernizations as an approach to socialist construction was

not duly adoptecd as policy

until after the First and Sccond Sessions

of the Fifth National Peoplc's Congress and the Third Plenum of the
Lleventh Central Committee of the CCP - mectings held in 1978 and 1979.
Even today, cecrtain aspects of the strategy arc still being debated in

China, and much of w

implemented.

hat aperéntly had been decided has not yet been

Nonetheless, the general patters of the new stratcgy are tully elear.
The Deng Xiaoping lcadership has proposed a combination of market mecha-
nism with state plan, more autonomy for production units, a stratégy which
overwhelmingly cmphasizes the development of productive Torces, anden
appeal to workcrs based on greater material rewards and consumer benefits,
In 1979, Zhao Ziyang, more recently elevated to the Standing Committce
of the Party Politburo defined socialism as having two central principles:

1) public ownership of the mcans x of production, and 2) distribution

on the basis of " te each according to his work "."NWith
principles as

cconomy .

these two

the prerequisites", Zhao Ziyang asserted,"we should adopt
whatever system, structure,policy and methods arc most effective in
Promoting the development of the productive forces". In other words,
according to Zhao, if those two Principdes arc kept inviolate, almost
anything clse might be attempted in China in an cffort to develop the

TABLE 2 = STRATEGIES OF SOCIALIST LEVELOPMENT & DIMENSIONS
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together
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individual,material
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Soviet Union and
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centralized rule
from top down

Relations of pro-
duction & forces

Strategy B
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("new man')
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level (Commune
in China)
relations of
production &
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developument of

sifatogy G

production unit
(management of
enterprises)

Production unit

forces of production
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light industry
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moral plus mate-
rial incentives
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cmphasis)

plan-market
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Individual ,ma-
terial incen-
tives.

integration
into the world
market economy

contradiction

between decentra-
lization and
Party political

Ry



SRR

v~ Y 3F)

Table .2 (previous page) identifics the key differcnces among the three
major stratcgies of sociaglist development which have been attempted
in China.

ATEGY A

=]

The Chinese never fully adoptegd even those ideas that were proffercd by the
Soviets during the First Five Year Flan, so strategy A in its implementati~v

was always a mixture of Soviet advice and the dynamic of the cCpP experience
up to that point, Soviet influence Was greatest in the heavy industry
sector during the first ten years of the ‘People's Republic, ang Pervasive
as well in military Organization and science and technology. However,

in agriculture (from which seventy per cent of output was derived aLigl 1949),
the CCP kept its OWn counsel, and the success of the collectivization

. 0f Chines agriculture between 1953 and 1956 was in no sense duec to Soviect
-advice but was rather the result of tried and tested CCP mobilization

Strategies from Pre-1949 and the initial land reform brogram.,

As has been ientioned, the First Five Year Plan was Originally intended
as the first of threc five-year Plans, to be implcmented in connection with
a comprehensive Programme of soviet economic and technological assistanc’
to China,Soviet ald commitments were part of a combination of military
Security and assistance bacts negotiated by Chairman wmao himself in Moscow
from December 1949 to February 1950. These negotiations came at a time
when the cold war was rcaching fever pitch and only shortly hefore the
outbreak of the Korcan War in June 1950. Chines intervention came in
October-November to help defend North Korea after the United Nations
forces crosseq the 36th Parallel in an American~-led rollback operation.
Alrcady in June 1949, HMao Zetong had put forth the policy of "leaning to
one side', Cooperating with the socialist countries ageinst imperialism.

By thce end of 1950, ' ‘the CCP had little alternative since the American reac-
tion to the outbreak of the Korean war included efforts to clamp a global
embargo on trade with the People's Republic and to isolate it diploma=-
tically. The ccP had no choice after 1950 but to rely on their Soviet and
East European comrades,

In this Sense, Strategy A for China was an imposecd system, ¢cspecially
as it affected heavy industry.Tho Soviet Union pProvided approximately
$ 1.5 billion 4in ¢recits to China during the 1950s, ang thousands of Russians
and East Buropean worked in China as technical advisors in positions criti-
cal to China's cconomic modernization. Soviet Planning concepts, patterns
of industrial RA® kerkniemt and scientific organization, and a wide Varicty
of technologics hag important influences in China during thesec years.
Strategy il ~= g N colimand economy! —- gave clear priority to developing
central planning ; ;¢ cmphasized heavy industry in an effort to build a
country-wide industrigl infrastructure i and the strategy design was one
which scemed to assure a roughly proportional concurrcnt development of
relations of production and forces of production in the dircction of
communism.,

dnitially, Strategy A was tremcndously successful as a design to
Horw achieving cconomic growth angd modernization. For example, during the
five yecars from 1953 through 1957, industrial production increased by
128.6 % ang agricultural production by 24.8 per cent. Heavy industry
e ———" s 3 § G
1lncreased annually by 25.4 9 during these years, and light industry by
an average of 12,9 %

RATEGY B

By the mid=-1950s, the international situation had changed. Stalin had diecd
in March 195%, and' s negotiated conclusion of the Korcan War had been
recached soon thorcfotor.Gradually China had broken out of the American-
imposed diplomatic isolwtion, ¢specially after the successful Bandung
summit conference of Afro~Asian states in 2S5, vogestically the First
Five Year Plan hug been successful in laying the wmatorial foundations for
socialist construction in China, and intormationail »_conditions worc
shifting, it §E§p§ﬂﬁ_;n fcz_g:ﬁf;ggc socialist camp. Frompted by the

Soviet launching of th5~§1rstt carth satellite in Octobher 1957, Svutnik 16,
Mao Zetong put forward a new interpretation of global politics using the
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metaphor of East Wind over the West Wind.

By 1955-56, Mao had apparcently concluded that the time was ripe for building
Socialism - Socialisl on o CHiNcsc design TitTcd to China's Concroto
conditions ~ and that tho Sovict-style First Five Ycar Flan should not be
continued. Indced high ratecs of economic growth and an immense deve-
lopment of hoavy‘}ﬁahstry had been achieved, but E%w%hcrsamc time, diffe~-
rences between mental and manual labor, city and countryside, and worker
and peasant werc growing greater. BUILDING SOCTALISM FOR MAO WAS A DYNAMI(
MASS-PARTICTPANT PyOCESS, NOT SIMPLY THE IMPOSITION OF A CoNTRALIZED
SYSTEM WHICH 'GAVE DIRKCTION TO THE POPULACE. It had been a working
assumption among many American poditical scientists, especially since the
cultural revolution, that the state system in China is fundamentally
unstable. On the contrary, for Mao in the mid~1950s, the PRC state system
Was seen to be too stable, too centralized, too rigid, and too given to
running the country by issuing commands from the =®xkx®x Center.

The logic of Strategy B, which in our view is best reprcscnted in the approach
attempted during the Great Leap forward, begins with a particular episte~-
mology and emphasizes transforming individual citizens as_both the means
and the end of socialist construction. For example, compared with the logic
of Strategy C or market socialism, Strategy B as a concept of socialist de-
velopment is different in many fundamental ways, especially regarding
epistemology or how one attempts to understand the world, assumption
about human motivation, and theories about how socicties change.

The Strategy B approach, which is coneeptually founded on dialectical mate-
rialism, begins Vvith the proposition that contradictions exist in all
things and that life should be understood as_a dialecctical process. There
are"laws'" which govern the evolution of human affairs,but these laws
are different for the various countries because of the particularities
of the concrete conditions of each. Thus, a strategy for socialist
development (like a struggle for national liberation or any other purpose-
ful collective action) must be undertaken as a process of discovery.

No one knows in advance what the objective laws arc. htience, the correct

strategy wust be discovered through experience. According to Mao :

"At the beginning no one has knowledge. Foreknowledge has never existed.
If you want to know tn. nbjective laws of the developnient of things and
events you must go throug. the process of practice, adopt a Marx1st—‘ '
Leninist attitude, compare successes and failures, continually practicing

and studying, going through multiple zu successes and failuress morecover
meticulous research must be performed.,There is no other way to make one's
own knowledge gradually conform to the laws. For those who see only vic~-
tory but not defeat it will k=® not be possible to know these laws."

(Mao, "Critique of Soviet kconomics'', p., 72)

For Mao, '"Human knowledge and the capability to transform nature has no limit!
(Mao, "Critique of Sovict Economy, p. 137). Wo are 1 imiod only by our
capacity to uncerstand. Therefore, those who aspire to achieve socialist
construction must work in the unknown to discover those laws of transfor-
mation which apply in the particular conditions of any country. Socialist
transformation is not achieved by anyone's imposing a system. Trnasformatio
by definition is anti-system. ;

In Mao's view, the Chinese Communists would have to be as inventive and
imaginative in designing strategies for socialist construction in a non-
industrialized country as, for example, Marx was original in his analysis
of capitalism in thc middle of the 19th century ThE. WOULD HAVE TO FIND
WAYS OF DOING WHAL HAD NuVER BEEN DONE BEFORE.

People must liberate themselves, Mao insisted -- they mustvtransfprm
themselves. For ecxample, land was not given to pecasants in China during
the period of landg reform.Rather, under the lcadership of the Party,
they waged a class struggle to take the land away from the landlords.

Mao argues that contrudiction are the motive force in the development of-
soclafism , and that o "thouroughgoing socialist revolution must advance-
along ‘three fronts of politics, economics, and ideology' ( Mao, "Critique

of Soviet Economgcs', p. 48), In his view, ‘'no linec of development is
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straight; it is wave or spiral shaped ...The development of all hings

is characterised by imbalance" ( Mao, " critique of Soviet Kconomics''p.80)
According to Mao sedong, in a process of socialist construction, changes

in relation of production, and the impact of superstructure is also
important in crcating the ideological and political bases for initiatives
in the transformation of the economic base of thec society™ ( Ibid. p. 67-68)

Great Leap Forward = approach clearly draws on an analogy with the successful

=

mass mobillization strategies of the Yanan Period during the war against
Japan. In socialist construction, as in waging revolutionary war, Mao

-assumes "that the key to success is a motivated populastion. Party-led

efforts to mobilize and to sustain support should be designed to tap the
basic unthusiasm of the pcople through the implementation of the '"mass
line'", It is not a matter of moral versus material incentives for Mao
Zedong, but rather political mobilization to achieve greater collective
efforts in which all will benefit. In terms of thc logic of Strategy B,
those who " serve the people' also serve themseclves as the collective
effort moves forward both relations-of production and forces of production
at an unprcccdented rate. At a micro level, as has alrcady been mentioned,
the commune was for Mao the basic social unit of socialist transformation,

_and the creation of the "new man'- in China was in a sense both the means

and the ends of Strategy B. The zuwxx success of the Maoist concept of socia=-
list developwment during the Great Leap Forward depended on individual
Chinesc making a commitment to work selflessly and cnergetically for the
collective good. If such mass attitudes could be inculcated andé such beha-
vior sustained, both the productive energies nceded to develop productive
forces and thc idecological and political prercquisites for communist society
could be attained simultaneously.

RS ANTHE R C

Finally ,Ilct us turn to Strategy C, the market socialism approachgé
Although there arc a number of differcent thinkers contributing theory to
the Four Modernizations strategy of socialist Revelopment (E.g. Chen Yun,
Hu giaomu,Xuc lugiao etc), and therc are some disagrccements among them.

It scems to us howcver that the strategy as a gencral line is fairly clear
and consis*tsnt. Moreover, Chincse cconomists confirm that the ideas

- underlying the Four Modernizations arc largely in agreement with the

theoretical argument made in Ota Sik's "Pxin Plan
and Market Under Socialism'". Therefore, Sik can alsoc be helpful in
illuminating this approach .

The Strategy C concept scems to assume that the laws for the development
of socialism are fairly well understood. Unlike Mao, who calls for '"disco-
vering® laws of development, Hu Quiaomu has written an important article
calling upon the people of China to "observe'' cconomic laws.

[n the minds of the theorists of Strategy C, these laws call for an_over-

whelming emphasis on the development of forces of production. They con-
demn the policies of the Great Leap Forward as utopian and conceived on %k

-the basis of icecalism rather than concrete materialist analyses of the

potentialitics of Chinese society. Unstated in their argument -- but
clearly implicd -- is the understanding that to rcconsolidate Chinese
society after the ten lost years of Cultural Revolution (1966-76), Chincse
development strategy must make a short term retreat from socialism in
relation to production in order to get the econowic system running
efficicntly after such prolonged dislocations =- attributed tc the Gang

of Four ( and Mao Zcdong). '

In order to incrcasec efficiency and cconomic output, rategy C calls for

the combination Oi a market BERNRXY mechanlsm w1th sta%o plan j
the competition of production units within a glvcn industry 3 much
greater autonomy to be perwitted to individual ‘entcrprises i and
appeals to Chincse workers to produce more and betfter quality prooucts

in return for anLv¢oual matcrial rewards. The production unit is the
focus of this strategy, and improving enterprisc management is one of its
principal tasks.

®J It should be notcd that a number of Bocialidt countries arc vresentlv

experimenting with verieties of the Strategv C model, including Vietnam.
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The pattern of development envisaged by Strategy C is continuous and incre~
mental, not wave-like as 1in strategy B, on tho assumption that after
certain levels in the development of productive forces are achieved,
somehow changes in the relations of production moving sharply in a more
communist direction would take place. One problem here is that there is
no theory as yet spelling out how or why that would take place. On the
contrary, Xue iuquiao, for example, is theorizing about how the collecctive
cconomy should be expanded as one way of dealing with unemployment ,
rather than designing ways to transform the collective economy into the
more sociaglist form of ownership by.the whole people

Underlying Stratcgy C is the assumption that human beings are basically
motivated by individual material interests, and that the best way to
incrcase efficiency and productivity is to encourage competition
among workers and centerprises through promiscs that those which produce
most will be rcwarded most. This, it would secm is the main intended
function of the market and the concept of distribution on the basis of
"to each according to his workY

In _cvaluating the Four Modernizations approach as it is implemented in China
some of the central theoretical and empirical questions which should be
considercd, we think, are @

lg the role of "law of value" in both circulation and production. _

2) trcating means of production gs '"commoditics' and what implications

follow from that for the Principle of public ownership of the wmeans of

production(especially in light of Mao's notion of the redistribution

of the ownership of the means of production as Jne of the key elements

in a process of socialist transformation).

3) Greater enterprisc autonomy combined with distribution based on "to

eac1 according to his work" and their influences on worker income diffe-

rentials, social stratification in Chinesc socicty, and the politics

and socialist consciousness in a socialist society.

Finally, with regard to international economic relations, strategy C calls
for China to bocome integrated with the world market system for the purpose
of gaining access to foreign capital and technoliogy -- inm a manner
bParallel to international economic relations under Strategy A which
call for integration with the economies of the USSR, and the socialist
camp. Strategy A, "leaning to one side', is bascd on cconomic inte-
gration with the East | Strategy C, lecaning toward the other side, seccks
integration with the West. Both differ markedly in this regard from the
2self-reliance" policy of Strategy B. At year end 1981, international
economic policies that were anathema under Mao Zedong's rule were being
pursued gg_thc Four Modernizations Leadership : cstablishing joint
venture®®y China with multi-national corporations, joining the Interna-
tional Monetery Fund and the World Bank, the two multilateral institu-
tions linking the capitalist industrialized countries with the Third
World jaccepting long-term foreign loans ; building a tourist industry;
importing foreign consumer goods for sale to Chinesc citizens , and
sending thousands of Chinese students and scholars abroad for academic
training in capitalist countries. :

¥ One Chinecse cconomist, Huang Fanzhang, has suggcsted that the market
mechanism and "consumers' soveriegnty" should be central elements in a

socialist cconomy in order to mediate the different ccomnomic interests
which' inevitably would develop among different enterprises and indivi-
Guals. The market, according to Hunag, would perwit those who serve
Vhina's consumers better to carn more, and thosc who serve badly to
+ earn less, Morcover cuch a mechanism would encourage Chines pro-
ducérs in the aggregate to be more productive and efficient. (Huang
Fanzhang, "Comment on Consumers' Sovergeignty,”" 'Jingi Guanli'(Economic
Management), 1979, Ko 2 pp. 25-27.

égﬁfBeijin Review of April 5,1982 (p.1l) reports : "Morc than 1,000
joint venturecs and co-operative and compensatory trade items with fo-
reign busincss, totalling 2,900 million US dollars in investment, have
been approved by the Chinese Government since the adoption of the open
door policy and the bromulgation in 1979 of the Law Governing Joint
Ventures with Chincse and Foreign Investments' .
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IMPLICATIONS ANU EVALUATION s DILEMMAS OF SOCIALIST DEVELOPMENT

’ 'Only onc of the three approaches to socialist construction considered
here, Stratcgy A has ever been completely implemented in China in the
sense of a strategic line being translated into public policies which
ultimately transform the structure of society into a particular kind of
Social system. In fact, in terms of its fundamental characteristics, the
social system of China in 1982 was still that which was created during
the First Five Ycar Plan ,1953-57 i.e., a centralized command economy,
under the politicsl regime of a "dictatorship of the proletariat!. Hence,
the evidence available is only- sufficient for an emperical evaluation of
Strategy A. With regord to Strategies B and C, we must rely more on the
implications of the coneptual design and on cvidence from the experiences
off other socialist countries. For example, "Marlet socialism" stra-
tegies have been implmented for a number of ycars in both Yugoslavia
and Hungary. Gvidence from the economic history of these two countries
can suggest implications for the implementation of the four Moderniza-
tions approach in China. To our knowledge, Strategy B, the mass mobiliza-
tion iwx line, has never been successfully implementcd in any country.
We will return (o this point.

SWWALUATIONSSTRATEGY A

The successcs of the Stalinist model in China WCre .
i) Establishing an infrastructure for incustrial development,
2 Achieving high rate of economic growth, especially in heavy
industry.
3) Bringin about si nificant social change principally the nationa-
lization of %ndustry and the colloc%ivization of agriculture.

With regard to the short comings of Strategy A, probably the most telling
criticisms arc thosc made by Mao Zedong and Ota Sik, both proponents orf
alternative development stratogics. Critics find that,Economically,
Strategy A @ .

1) produces cconomic sector imbalances and bottlenecks through its

: cmphasis on heavy industry,

2) leads to irrational resources allocation and production priorities
because of the inefficiencies of administered allocationz,

3) stifles the enthusiasm and initiative of workers and enter-
prise managers; and, over the long ru

4) leads to low rates of capital and labor productivity.

Politically , the crities say, the social system crcated by Strategy A
Eecomes a dictatorship by the ruling communistyaparty in the "new class’
sense of Milovan Dijilas or what some Poles during the strike of 1980-8%~
Were calling the "red bourgecoisie!. Applying Lenin's "State and Revo-
lution® to the analysis of socialist sociecties under Strategy A, one can
argue that the communist party having established a "dictatorship of the
- prolectariat™ docs not own but comes to control the mcans of production
anc emerges as a new ruling class, enjoying tremendous power through their
centralized burcaucratic direction of the cconomy  ryr. r state planning,
and their formal monopoly of political power. As a result, the initial
process of social transformation toward communist society begun under a
Strategy A-type social system stops, because of the vested interest deve-
loped by the ''nmew class" in the established order. In addition, it would
seem that such a system has a tendency to stratify into privileged and
les privileged groups, and to xXgIxRIy rigidify under bureaucratic rulex.

If socialism is understood as we have defined it in this paper =-- el

a® o process’ of basic socictal transformation and an historical period

of planned transition from capitalism to commurism -- then, under Strategy
A, the term'socialist state " becomes a contradiction in terms. Socialism
calls for basic social transformation, but ther State stands for defense »f

of the establishecd order. Emperically, in contemporary history ,it scems
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that the principal function of ﬁﬁy any state has been to Preserve the
established order, and those leaders who hold state power (including
revolutionaries who have won state power by force) develop an intercst
in breserving that order which sustains them in Power .From this
berspective, it should not be Surprising to find that in socialist
societies, state officials and economic planners do not write theory of
socialist tronsformation. Instead they write designs for the development
of x®x procductive forces -- strategies to achicve wealth and power which
do not threaten the established order. Onc wonders, therefore, how under ax
Strategy A soclal system there can ever be Buccessful socialist state

in the secnse oi those who hold state power directing a process of basic
social transformation which must ultimately undermine their owWn power.

EVALUATION 3 STRATEGY B

In these terms, however, Strategy B is an exception. Of the three
strategic lincs, it is the only one designed to procuce repeated attempts
to achieve social transformation toward the communist-society ideal.
Significantly, the communist party leaders who write strategy B theory and
call for mass mmbhildzation strategies of development are the original
leaders of the struggle for state power, men like iao and Castro, who
abparently retain in their minds a vision of the ideals for which the
revolution was made in the first_place, and Tor whom, unlike most of
thcir_party comrades, achieving state power and the privileges that go
with it are not cnough.

Mao Zedong believed that the two objectives of social trarsormation (conti-

nuing fundamental change in the relations of production) and economic
modernazation(the rapid development of productive forces) were congruent
objectives which could both most rapidly be achioved through strategics
of social mobilization . Unlike the thcory of Strategy C which conccives
of a trade-off relationship petween the two objectives at least in the
short run, Strategy B theory argues that the key to socialist development
is to achieve both goals simultaneously by mecans of social mobilization.

In fact, however , the Great Leap line in China, 1958-60, tailecd to
achieve cither sustained soclal transformation Or ©CONOMIC modernization.
Instead, the Great Leap Forward resulted in a sharp cconomic downturn and
Widespread hardship for the Chinese people, lMorcover, social mobili- ;
zation strategies have never been successful in achieving both objectives
over a sustained Period of time in any other socialist country either.

In China after liao's death, the prevailing view was obviously that the
theorctibal design of Strategy B was fundamentally wrong, that it was an
"idealist" notion inappropriate to the objective conditions (the present
stage of the development of productive forces) in China, or even that it w=
was a theory contrary to human nature. At least ono senior member of the
CCP has concludcd That Tmg Zedong was never a larxist". Yet, Mao's
concept of mass mobilization did indeed succced as a strategy during the
struggle for state power before 1949, Why did it fail. as a design for
socialist constiuction in the late 1950s ?

[n the critics'view y the Great Leap failed because the Chinese people would
not support it. For example, some argue that the Yanan analogy, which Mao
invoked, was at best inappropriate.During the Yanan Feriod, the Chinese
Pecople werc fighting for their lives against invacing Japanese, and
later fighting to overthrow a corrupt and rapacious Guomindang government
before it exterminated them. Radical solutions, they argue, were appro-
priate to the radical Problems of the time. But by the late 1950s, condi-
tions were different.The beople of China felt relatively sccure from
foreign attack and had become concerned with the wore prosaic problems
of increasing their material living standard, Planning careers, and :
aspiring to brighter future for their children. Radical policies of mm¥i
mobilization and continuous remobilization failed, therefore, to gain HBERE
necessary popular support.,
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Another way of trying to understand the contrast between Mao's success during

The

the struggle for state power and his failurc during the great leap

forward might be to compare the importance of the popular support for

the CCP lcadership before and after l949.buring the struggle for state
power (both against the Japanese and the Guomindang government), the
Party's suyrvival was at stake. If the varty's mass mobilization policies
were not successful in winning the support of the Chinesc people, the

CCP lcadership as well as its followers would be destroyed. However, after
gaining state power, the Maoist party, although it still needed the sup-
port of the pcople it governed like any moedern state lcadership does,

no longer depended to such great extent on popular support for its own
survival. Popular support as the critical test of the success of Party
policies was no longer so important. Perhaps inevitably, Mao and the Party
leadership became less responsive to the desires anc demands of the Chinese
people, and more likely to engage in "comwandism' -- ordering things done,
rather than designing policics responsive to the people's concerns and
requirements. In China today, people joke that Mao's approach after the
mid-1950s, was not so much based on the "mass movement" ( Qunhong yundong),
as ''moving masses " ( Yundong qunzhong) =-- i.c.,; Party leaders manipulating
the Chinese pcople for their own selfish PUrpPoOSC .«

actual reasons for the failure of the Great Lcap‘anu other Strategy B

attempts remain, in our View, an open FEEEKXRK cmperical question

== & question of critical significance for the hope of socialist trans-
formation under any of the established socialist systems in the world

today. Emperical rescarch in China and Cuba, for example, will have to
determine the rcasons for the failure to implement successfully the Strategy
B approach to socialist development. e suggest however, that the answer

to this question should be sought not only in investigations of the
appropriateness of the theory to existing conditions and the willing—

ness of citizens to support policies of rzdical transformation, but also

in research on the resistance and possible sabotage by a communist party
"new class” fecarful of losing its privileges and power.

EVALUATION & STRATEGY C

The

As we have seen, advocates of the Strategy C approach criticiéze the

- inefficiencies of centralizecd state planning and the cmphasis placed by

the Stalinist model (Strategy.A ) on achieving rigid output quotas ,
arguing that such a system does not produce what is nceded and desired
by consumers and that the system stifles ,both workers' enthusiasm and
managerial initiative. By combining socialist planning with a competitive
market system, they say, a Strategy C approach can inspire snthusiasm
among workers zand managers, and reversc the pdkygzphof low productivity

and inefficicncy.Enterprises should bo requirecd to compete against each
other within the market, and they should earn material rcewards on the
basis of comparative cfficiency and profitability. workers, similarly -

should be compensated for the quantity and gquality of their work as
measured by the umarket, thus dircctly linking procuction performance to
¥rxfoxmxugr mcterial rceward.

market is the heart of this design for socialist development. Moreover,

a market 1s not something that can be turnod on today and oFff tomorrow.
It is a structural phenomenon which must be permitted to function accor-
ding to its own dynamic in order- to produce the premiscd cconomic
benefits. The market mechanism is intended to reshape individual and
institutional expectations and behaviors, and ultimately, the success or
failupe of Strategy € is dependent upon the implementation of a market
mechanism. h ’

POLITICALLY, it scems, especially from the experience in Yugoslavia, that

under Strategy C, there arises an almost inevitable contradiction between
the communist partv's formal monovelv of vpolitical power and the econo-
mic power cnjoyed by productisn nrits under this kind of decentralized
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economic system. Hence the implementation of Strategy C would seem to
challenge the customary notion of the communist party's leadership role
unde the "dictatorship of the proletariat". At the same time, however,
Strategy C may Possibly provide the best available means to date of
democratizing the Stalinist Social System -- the cconomic power of
worker-managed enterprises increasingly cutting into the centralized
political power of the Party. The struggle over implementing market
socialism rcforms -in China during 1980 and 1981 scems to have been
principally a struggle between Strategy A and Strategy C adherents

== the advocates of Strategy A fearful, among other things, of the
threat to the power of the Party and State Center represented by
Strategy C efforts to decentralize economic decision-making.

ECONCMICALLY , market systems do seem, through competition, to force
upon production units requirements for greater etrilciency, vand therefore,
we should expcct a fully implemented Strategy C to result in higher rates
of productivitys Howeven the incorporation of a market mechanism in a
socialist planncd economy can also lead to new problemsfor communist party
Planners --~ especially inflation and unemployment. For ‘example, Yugos~
lavia, the socialist country having the longest experience with market
Socialism, illustratcs some of these problems. Yugoslavia registered a
record balance payment deficit in 1980 , and was suffering from signifi-
cant unemployment and Perenial foreign trade deficit.Furthermore, the
September 1980 cost-of-living in that country was 35.8 % higher than the
1979 average. Reports from China in early 1981, where Strategy C has thus
far only been pPartially implemented, indicate that Deng Xiaoping leader-
ship is reevaluating China's economic reforms because of similar problems:?
government budget deficits, inflation, overcommitment in contracts for
major purchascs of plant and equipment from abroad, and failure to
complete successfully foreign plants in China or to bring them into
production as designed. In fact, by the end of 1980, Strategy C reforms
had been undertaken in 6,000 enterprises in the state-owned economy in
China which togecther in 1980 accovnted for sixty per cent of total
industrial output value and seventy per cent of profits turned over to
the state. However, becausec of problems arising from theefforts to im~
plement a Strategy C model, the Dong Xiaoping lecadership decided at
a December 19 o work conference of the CCP Central Committee not to
extend the reforms. Instead of "reform" it was decided that "readjustmentn
would be the central task of the Sixth Five Year Plan.

Ultimately ,the central problem regarding Strategy C as .. » approach
to socialist development, in our view, is that no matter how economi-
cally successful it may turn.out to be, market socialism inevitably
involves a scrious reversal in the relations of production. 1t leads
away from development toward communist society without offering any
immediate prospect that these trends will be changed. To be blunt, ~i.: =
Strategy C in both its domestic and international characteristics amount -
to "taking the capitalist road’. :

Once implemented by government policies, the strategio line of
market socialism creates its own particular kind of Ssocial system, through
reshaping both the social structure and people's way of life..

FOR MAO ZEDONG AND MANY COMMUNISTS , THE HEART OF SOCIALIST CULTURE IS
THE COLLECTIV: SPIRIT REPRESENTED IN THE SLOGAN "SERVE THE PEOPLE". BY
CONTRAST,THE CULTURE OF A MARKET SYSTEM ENJOINS EACH TO "SERVE THYSELE".
STRATEGY C IN ITS PRACTICAL IMPLICATIONS IS NOT A DESIGN FOR SOCIALIST
CONSTRUCTION BUT RATHER A FORMWLA FOR RESTORING THE CENTRAL STRUCTURAL
CHARACTERISTIC OF A CAPITALIST ECONOMIC SYSTEM,TH: NARKET.

SOURCE Peter Van Ness and Satish Riachur, "Dilemmas of Socialist
Development * an analysis of Strategic Lines in China,

1949-1981, in Bulletin gf Concerned Asian Scholars,
Volume XV, Number 1, 19 S0 Rt tioRT 5

(£dited by our Centre. )
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LS ERES T FeONOUTY STryy LION_4ND. TFE_PRINCIPLES

On November 30, during the fourth session of the fifth
National Pcople's Congress, Zhao Ziyang, Premier of the
State Council, presented a report of the work of the Gover-
nment. It is both, an evaluation of the Previous years and
a statement of policy regarding the future.The report

has been published in its totality in the Beijing Review,
December 21, 1961. We are reproducing herc large extracts

of this report. Sub-titles and occasional sunnarics are ours.

4. THE PRESENT ECONOMIC SITULTION

1o THE .HRIOD 1979-80

ifter’ the Third Session of the Mifth National people's Congress,
the State Council rnade a further conprchensive analysis of the economic
situation and trend and icdentified sone najor problens calling for
immediate solution. Fron 1979 on, we substantially increascd state
expenditures for inproving the people'sliving standards, On the whole
this was tho right thing to do, even though the steps we took wore a
bit too hasty. At the Sane time, capital construction expenditurcs
were not reduced as much as callcd for, and administrative cxpenses
kept going up. Hence, total expenditures excecd revenues, For two
consccutive yecars, 1979 and 1980, therc werc very larsge . financial
deficits, too nmuch currency wes put into circulation, and prices rose,
Without vigorous counter-ncasurcs, therc would again have been a finan—
cial deficit of more than 10 billion yuan in 1981, Wit such a deficig,
the improvement in the people's living conditions in the past few i
years would have becen forfeited and the disproportions in our national
econony aggravated, there would have been sericus confusion in the
country's econonic life, and it would have becn hard to strengthen our
political stability and unity,

2. [THE YB/LR 1981

In FebruaryA1981, on the proposal of the Central Cormittee of the
Contral Cormittce of the Party, the State Council subnitted a report
on the further readjustuent of the national cconony to the 17th nceot—
ing of the‘Standing Committece of the National Pcople's Congress, It
proposed necessary rcvisions of the 1981 national cconomic plan and
financial estimates with the ain of achicving a basic balance within
1981 between statc revenucs and cexpenditurcs and between credit
receipts and paynments and, in the nain, stabilizing comnodity prices,
The Standing Committce of the National People's Congress exanincd
and approved these revigions,

Since the beginning of 1981, governments at all levels have
resolutely carried out with nerked success a serics of energency
neasures for further rcadjusting the national ccononys On the basis
of our achicvenents in the past 11 nonths, I can now confidently report
to this session that the 1981 national ccononic plan will be fulfilled
and our objective of stabilizing the national cconony will cezentially
be realized, Despite extensive econonic readjustnent and despite
this ycar's scrious natural calanmiticm, the total output valuc of
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agriculturc and industry in 1981 will not go down, but, on the contrary,
will increase by more than 3 per cent over that of 1980. The overall
ccononic situation s better than anticipatcd. Our national cconony
has cmbarked on the path of stcady growth.

3« HBCONOMIC STABILITY

Bcononic stability is manifested, first of all, in the basic
balance between state revenues and cxpeaditurces and bectween credit
rcceipts and paynents. Since the winter of 1980-81, through their
united and conwvcrted cfforts, the State Council and governnents at
all levels have strenghthened centralized leedership, tightencd
financial and price controls, rigorously curtailcd capital construction
and adninistretive cxpenditurcs, ccononized on other spending and
explored new sourccs of revenue so as to cnsure the inplenentation of
the 1981 budget. The financial deficit for the year is expected to
drop to 2.7 billion yuan, fronm 17 billion yuan in 1979 and 12.7 billion
yuan in 1980. It is no casy nmetter for any country to climinate large
financial dcficits and basically balance its budget in a short tine.

We have done it rclatively smocthly, thanks to the hard work of all
our people and the full trust they have shown in the govecrnment. The
proves the completc corrcctness_of the policy decisions of the Central
Comnittec of the Party and the State Council and the ‘great superiority
of our socialist systen. On behalf of the Central Cormittec of the
Party and the State Council I cxprcess thanks to the people of all
nationalitics for their trust and support. . e A

4. NEW PROGRESS IN ALGRICULTURAL OUTPUT

H

The stecady development of the Chinecsc cconony decpends on an over=—
2ll increcasc in agricultural producticn, 1thcugh nany regions have
suffercd scricus floods and droughts in 1981, agricultural prospects
in the country as a vhole are bright. It is estinated that total
grain output nay approach the 1979 level, which would nake 1981 the
second peak year since the founding of the People's _cpublic. 4 new
breakthrough has occurred in cotton producticn folloﬁing the previcus
all-time record' of 1980, Output of cil-bearing crops has risen by
about 17 per cent following big successive increases in the three
previous years. Output of sugeryiclding crops should register an
increasc of nmore than 10 per cent over 1980, New successcs have been
scored in forestry, animal husbandry and fisherics. Enterprises run
by comnmunes and producticn brigades and teans have continued to nake
progress; household sideline occupations have grown cven fastcr.

5¢ NATURAL CALAMITIES

This ycar, nany regilons in China suffered fron floods or droughts,
which werec of a gravity rarcly known in our history. With unstintecd
help from the other regions the cnsuing difficultics were overcone

hrough the converted coffort of the Party and governuent cadres, the
connanders and fighters of the People's Liberation #rmy and the broad
nasscs in the afrected arcas, Production was rapidly rcsuned, great
carc was taken of the pecople's livelihood, and society is in good
order.

6e LIGHT INDUSTRY

In light industry, production rosc narkedly thanks to the principle
of stressing the manufacturc of goods for cveryday consumption and to
the adoption of a series of detailed necasurese It is cstinated that
the total output value of textile and other light industries for 1981
will show an increase of 12 per cent over 1980, The output of durable
consuner goods such as wrist watches, bicyles, scwing nachines, TV sets,
washing nachines and clcectric fons has increased by double~digit
perccntages or in some cascs scveral-fold. Output of such major itcns
as cotton ycarn and cloth, chcnmical fibres, sugar, paper and cigarctties
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will recach or cxceed the planncd ta gets. Light industry and. textile
rroducts are now available in better designs and guality and in righer
varicty. The output of nediun-and high-grade products has narkedly
increased, and articles of daily use are available in more varieties.
Great changes in our markets as conparced with previous years are
apparcant to all, Substantial increases in the output of goods for every—
day consukpticn, continuing over several yecars, have played a najor role
in nmecting the necds of people in town and country, created s thriving
narket, reinvigorsated the econony, enabled all industry to nmaintain a
certain rate of growth and increascd financial revenucs .,

Te HEAVY INDUSTRY: 2

In heavy industry, which is now being read justed, the ycar 1981
will witness g decrecase of about 5 per cent in output valuc as conparecd
with 1980, This has resulted fron the following circunstances: A
nunber of heavy industrial enterprises have suspended production of
grossly overstocked items whose nanufecture cntails high cnergy
consunption., These cutbacks arec necessary and rational, for they
enable us to transfer the energy thus saved to Tt industry., 4
considerable nunber of heavy industrial enterprises, which have long
engaged nainly in Serving capital construction, have found their
production dropping in 1981 as a result of the nuch curtailed investe-
nent in capital construction and the corresponding decrease in orders
for cquipment ang other production goodss This is incvitable in the
course of readjusting the sercice oricntation and product nix of heavy
industry, 4lso, sone heavy industrial enterpriscs were switched to
the nanufacturce of other products lator than they shoula have been,
thus causing o drop in the precuction of sorne itens, which could have
boen, avoided. This happencd because some conrades were slow to act,
Tailing fully to understand the neccssity of readjusting the service
oricentation and bProduct nix of heavy industry., Efforts arc being nmade
to overcone this tendency. In the latter half of 1981, ruch has beeq
done in heavy industry to change the oricntation of its scrvice, to
cut back on products in cxcess supply aond to inerecasc the output of
itens nost neceded by the people and export itens,

8. CAPITAL CONSTRUCTION

The appropriate curtailnment of capital construction is an inportant
aspect of this year's work in econonic rcedjustnent. . The problen of -
overextension of capital construction is being resolved ste. p, and
utilization of investnent in this fiéld is nore rational then Dbeforec,
Total expenditures on capital construction were cut down to 30 billion
yuan in Fobruary this ycar when the naticnal plan was being revised,
Later, 8 Lillion yuan were added, of which 3,5 billion have becn used
in building norc housing brojects and the rroduction of goods for cvery—
day consunption, in developing the oil industry ahd the transport scr-
vices, and in resuning a nunber of badly nccded Projects whose equipnent
and technology arc introduced fron abroad, The enphasis in capital
construction this Year has first of all been on textile and other light
industries which have an inportant bearing on bPeople's standard of
living, and then on energy, building neterials and transport and
communications,’ The proportions geing to cducation, science, .cul turc
public hcalth and urban utilities have been raised in varying degrees.,
The first stoge of the Goghou Dan watcr~control project which had
started several years ago was speeded Uuby 80 that the river was open
to navigation in June 1981 and the first 170,000=kilewatt generator
set went into trinl operation and begen to generatc electricity, The
threc big chenical fibre plants in Liaoyang, Tianjin and Sichuan
have basically been conpleted and put into connissions, Over 90 ber
cent of the projects scheduled to 8o into full operation 1981 can be
conpleted according to plan, This is a rato unknown for nany ycars.
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9. SCIENTIFIC RESE/RCH

Scicntific rescarch is playing an inportant role, guided as it is
by ‘the corrcct principle of the closc integration of rescarch with
eccononic construction. The pace has becn quickened and there has becn
substantial progress in applying the latest results of scientific
rescarch, in popularizing new technology and in absorbing inported
advanced technology in agriculture, industry, national dcfence and
other fields., In 1980, altogether nore than 2,600 najor rescarch
projects were successful, and there will be still nore successes in
1981, 4bout 50 per cent of the results have been applied to production,
The popularization of such inproved strains as hybrid paddy rice and
"Lunian" Cotton Secd No. | over lar;c arcas has grectly contributed to
the increcased output of grain and cotton. During 1981 industrial
departnents have trial-produced or cxperinented with about 10,000 new
products and technologies, helf of which have been applied in regular
procuction. Extensive use of new te€hniques and naterials has steadily
raised the technical level of industry. The successful launcheing of
three satellites with one carrier rockot points to a new achicvenent
in our science and technology following the launching of a carrier
rocket to a prescribed arca in the Pacific last year.

10, Do:¥sTIC /9D FOREIGN TRADE:

Donestic and foreign trade has expandeds More comnmoditics are
now supplied to the hone narket and consuner demand is being net
fairly well., The volume of retail sales for 1981, according to esti-
nates, should register a 9 per cent increcasc over 1980, To achicve a
balance between the supply of commodities and social purchasing power,
it was originally planncd to relecase several billion yuan's worth of
commodity inventorics. But as both purchascs and sales have grown
considerabley, instead of going down comcdity inventories arc expected
to increasc by ncarly 10 billion yuane. There has been a fairly big
incrcase both in trade hendled by urban and rumal collcectively owncd
establishnents and in tradé run by individuals as a suplement to statce
operated and collective connercc. These forns have conplencnted state-—
owncd storcs, restaurants and sorvice trades with respect to the increase
in the nunber of stores, varicty of gools, scope of services and
business hours, thus vroviding more convenicnces for the people.

11. [ECONOMIC AND TECHNI Cil, EXCHANGE

Sty L e i e

«Further progress has been nmade in ccononic and technical cxchanges
with forcign countrics, . nd the total volune of inports and cxports in
1981 will have incrcascd consicderably over the previous year. More
solid and perceptibly successful work has been done with regard to
joint venturcs involving Chincse and foreign investnent, conpensatory
trade, the proccssing of natorials for forcign businessnen, and the
inport of advanccd technology and key couipnent,

12. LIVING ST/NDARD OF THE PEOPLE:

The living standerds of the people have continued to inprove.
~With the overall incr-ase in agricultural production, rural incone
has gone up noticcably following the fairly big rise in the two
previous years. There arce nore and norc peasant fanilies, production
teans, production brigades, cormuncs and countics whose income has
gone up by a big margin. In 1979, there vere 1,622 production brigades
whose nembers cach received an averagc of over 300 yuan from the °
distribution of collective income, The nunber rose to 5,569 in 1980
and it will be even higher in 1981. Especially gratifying is the
fact that production and the peoplets living standards have gone up
considerably, and profound changes have taken place in areas such
as western Shandong, castern Henan, northern Jiangsu and the area
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north of the Huaihe River where production used to be low befause of
poor natural conditions. in ipportant indicator of the inprovenent in
peasant living conditions is the large=scale construction of housing

in rural arcas where, according to inconpletc statistics, new houses
with about 900 nillion squarc netres of floor space have been addes

in the past threc years. In the citics and towns, 4.77 nillionpeople
were assigned jobs fron January to Septenmber 1981, It has been decidded
to raisc the pay of brinary and niddle school teachers, of sone nedical
personnel and of physical culture workers as of October this ycar.
Despite the big reduction in capital construction expenditures, the
finanecing of housing projects for workers and staff has renained at
last year's level, and close to 80 nmillion square netres of new rosi—
dential space in cities and towns will be completed by the end of 1981,
With better planning of auxiliary projects droviding water, clectricity
and public transport, more flocr Space will be commissioned than last
year, rcsulting in inproved urban housing conditions. Bank savings in
the urban and rural arcas increased by 9,5 billion yuan between
January and October 1981, rcaching 49.4 billion yuane This is a striking
indication of the inprovenent in the living standards of the masses

of the people -s well as of their confidence in the devclopnent of the
CCONOoIy

15« READJUSTING ECONOMIG POLICY:

The setting forth of the principle of readjusting, restructuring,
consolidating and inproving the national ceconony narked a fundamental
turn in our ccononic work under the guidance of the correct line for—
nulated at the Thira Plenary Session of the 11th Central Committeo
of the Party, ‘

14+ READJUSTING RURZL POLICY

Beginning from 1979, we set about read justing our rural policy
to ensurec the peoduction teams's pover of decision. Many different
forns of the systenm of responsibility for production have been
practised in cur vast rural arcas in the last three ycars. This
systen reyrcsents a new forn of nanagenent and distribution for our
socialist agriculture in the specific conditions of China's country—
sides We have firnly gésped two inportant links: the establishnent
and perfecting of the responsibility system and the devclopnent of
diversificd undertakings, Meanwhile, we have nade significant increascs
in the purchasing prices of farm and sideline products and decided to
inport a certain quantity of food grains cvery year. 411 this has
been of great help in readjusting cron patterns, developing a diversificd
rural econony in accordance with actual conditions and rehabilitating
the rural arcas. :

15. READJUSTMENT IN TNDUSTRY:

Readjustnent in industry is sonewhat different from that in
agriculture. In industry, the nmain stress is on readjusting the
proportions betwecn its differcnt branches, coupled with the necessary
restructuring, 4s regards the readjustnent of the ratio between
light and heavy industry, neasures have been taken-since the policy
decision in late 1980 to further reacjust the national cconony-to
¢ive top priority to the Cevelopnent of light industry in. the following
Spheres: the supply of raw and scni-finished naterials and cnergy:
bank loens; tapping potential, end carrying out technical invovations
and transfornation; capital construction; the use of foreisn exchange and
inported technolosy; and transport and commumications., In 1981,
beginning with key industrial cities, co-operation for Specialigcd
functions and throush differcnt forms of ccononic association has
been organized for the nmass production of certain itens, with factories
producing brand-nane and quality products as the foundation. At the
Sane tine, arrangcnents have becen node for such enterprisecs in the
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heavy ana national defence industrics as have the Necessary conditions
to produce durable consuner goods which ncot the necds of the people.
411 these factors account for the sustaincd incrcase in the Proportion
of the total industrial output value produced by light industry, A
bigger scction of hecavy industry is able to give dircct scrvice to
light industry and agriculturc, thus naking the inteornal structure of
our industry as g whole nore rational, In the last threc Yyears, we
have also gradually enhsncod the power of decisicn .of ontorprises,
introduced the systen of ccononic responsibility, carried out the
Principle of distribution according to work, and striven to being into
play the Supplenentary role of regulation through the narket under the
guidance of the state plan, 4311 these initial reforns have helped to
invigorate our” industrisl cnterprisecs, to overcone the widespread

- Phenomenon of cgalitarianisn with "overybody sharing food fron the
sane big pot," and to develop the initigtive of enterprises and of
their workers and staoff,

16, CHANGE IN THE DISTRIBUTiON OF 'NATIONAL INCOIE

Conspicuous changes have also taken place in the Gistribution of
national incomne, With incrcased burchasing prices for farn and side~
line products and the reduction of tax burdents in sone rural areas,
state revenue fell by 52 billion yuan from 1979 to 1981 while pcasant
incone increascd accordingly, In the sane period, the state provided
Jobs for nore than 20 nillion People in towns anc cities, raiscd the
wages and salarics of workers and staff and applied the bonus system,
The consequent incrcasc in state expenditures and reduction in state
revenues, taken together, Provided a total of 4045 billion Juan for an
increase in the incone of workcrs anc staff, The reduction of state
revenues in the countryside and the cities thus totalled 92,5 billion
yuan, or 54 per cent nore than the cstinated figure of 60 billion yuan,
Moreover, price subsidics fron the state for diesel oil and electricity
used in agricultural productich, farn nachines, chenical fertilizer,
coal for eivilian use, and inported facd grains, cotion and sugar
anounted to 23,4 billion yuan, Thanks to this Serics of cffcetive
neasures for Sclving sone of the problens piled up over the years

and inproving urban and rural living stendaerds, the share of consune~
ption in the national income went up forn 63,5 per cent in 1978 to
about 70 per cent in 1981 whilc the sharc of accurulation fell fron
3645 to about 30 ver cent, It can be soic that a narket changed for
the better has token place in the scrious disproportion between consuri-
ption ana accurulation left over fron the past,

It was at the Sccond Scssion of the Fifth National People's Second

Session of the Fifth National Pcople's Congress held in June 1979,
that the State Cauncil Eroposcd the task of rcadjusting, restructing,
consolidating and inproving the ~econony within threc Jears. - Through
Practice, we have Since gained & decper uncerstanding of this Principle
Az far as rcadjustnent is concerned, we should not only readjust the
proportions between industry and agriculturc, between light and heavy
industries and between accumulation and consunption; we should also
recadjust the rroduct nix, the technolopical nakeup, the line-up of
enterprises and the organizational structure so ag to rational ige

the overall st .ructure of our national cconony. Thercfore, econonic
readjustnent covers & nuch wider Tange than we first cnvisaged. The
overall restructuring of the ccononic nanagenent systen will take an
even longer Periocde For this rcason, the State Council holds tha bt
is neccssary to carry on with the Principle of readjustuent, restry-—
cturing, consolidation and inprovenent for another five years or a
little longer, boginning fron:1981, 7This is the way to gain a firn
foothold and to lay a solid foundation for sounder developnent in the
future,
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Fellow deputics,

The present cconomnic situation in our country is good, Things
heve been getting better and betfer quarter by quarter in-1981. Con-
parcd with the corresponding pericds of 1980, the gross value of
industrial output drop;ed by 0.2 per cent in the first quarter but
increased by 1.7 per cent in second and by 3 per cent in the' third,
while in October it went up by 10,6 per cent. Our economic prospects
for 1982 and, of course, for subsequent ycars are unquestionably better.

The successes we have schicved in econonic construction in the past
year are cdue to the conmon efforts all our people under the leadership
of the Chinese Comunist Party. The workers, peasants, intellectuals
and cadres on the econonmic front have been very diligent and hard-
working. The cadres and nasses in the fields of education, science
.culture, the nass nedia, publishing, public health, politics and law,
foreign affairs, etc., have brought their initiative and creativeness
into full pley in their work and scored significant achievements in the
drive for socialsit nodernization centred on econonic construction,

In sports, gocd new has kept pouring in this year. Recently the
Chinese Women's Volleyball Tean won a world chanpoinship for the first
tine., Their victory inspires the people of all our nationalities who
are working hard for the nmodernization programnnce On behalf of the
State Council, I take this opportunity to extend our sincere grectings
to conrades on the sbove fronts. The Chinese People'!'s Liberation

Arny has firnly carried out the line, principles and policies laid down
by the Central Cimnittec of the Party, strenghtened ideolagial and
political work, intensified nilitary training, enhanced its sense of
ocrganization and its discipline, safeguarded and taken an active part
in socialist construction and continued +o play its role of pillar of
the people's deéeroceratic dictatorshipe. PLA units and nilitianen in the
frontier régions and the heroes defending the Koulin and Faka Mountains
on the border betwecn China and Viet Nan arc on guard cvery ninute against
provocations and incursions by the inperialists and hegenonists, thus
defending the sacred frontiers of the notherland, - Public security and
Judical workers throughout the country have made outsanding contribut-
ions to the maintenance of public order, the struggle against criminals
and the education and remoulding of delingquents. On behalf of the
State Council, I wovld like to take this opportuniti to pay high
tribute to the Pli comnanders and fighers, the militianen and public
security workers.

174 TEN IRINCIPIES FOR_FUTURE ECONOMIC CONSTRUCTION

s Lcecelerate the developuent of agriculturc by relying on correct
policies and (n scicnce.

2 Give proninence to the develornecnt of consuner goods and
further adjust the service orientation of heavy industry.

5 Raise the energy utilisation ratio and promote the building
of energy industry and transport,

4. Carry our technical transformation step by step in key units
and nake the naximun use of existing enterprise.

5ie Carry out the all=round consolication and necessary restru-—
cturing of enterprise by groups.,.

6o Raisc nore construction funds and use then thriftly through
inproved nethods of acquisition, accurulation and spending.

Ta Persist in an open-door policy and enhance our capacity for
self=rcliant action.

8% Aetively and steadily reforn cconoric systen and rcalize the
initiative of all concerned to the Eulily
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9e Raise the scientific and cultural level of all working people,
and organise strong forces to tackle key scientific projeccts,

’

10.. Proceed fron the concept of ecverything for the people and nake
overall arrengcnents for production, construction and the peoplel!s

)

livelihood,

18,  CHINA IS /4 DEVELQFING COUNTRY :

Ours is a developing country, Our rich resources arc far fron
being well exploited and utilizcd, Our ccononic level is still rather
low, and nabagerial, scientific and technological levels are still
backward. Thcese are undoubtcdly weaknesscs we should face up to,.
Nevertheless, these very weaknesses rcveal our country's vast potential.,
Not only do we have our own positive and negative cexperience to draw
on, we can also refer to and euploy the advanced technological and
nanagerial expcrience of other countiese There is no nced to start
from scratch in everything and risk following others! detours, Thero=
fore, from a long-tern point of view our econony will develop at a
fairly quick pace,

13 CHINA IS 4 SOCIALIST COUNTRY GIVING UP "LEFT" ERRORS

Ours is not only a developing country, it is also a socialst
country. We have achicved the public ownership of the neans of
production and abolished the systen of cxploitation of nan by nan.

That portion of the social wealth fornerly appropriated by the cxploi-
ters has reverted wholly to the people, and the growth and distribution
¢f the entirec social wealth can therefore be effected rationally and in
a planned way. In this lies the fundanental superiority of the socialist
systen, Because of long-standing "Left" errors in the guideline for
our econonic work in the past and or certain defects in ecconomic nmana—
genent, neither the¢ intrinsic supcricrity of the socialist systen nor
the initiative and creativencss of the workers, pcasants and intelle—
ctuals have bcen given full scopes The overall restructuring of the
econony, the application of the systen of responsibility in agricultura
production, the systen of ccononic responsibility din industry and other
neasures will play an inportant role in fully realizing the intrinsic
superiority of our socislist systen end in further liberating the
procductive forces,

20, GUARDIJG /AGAINST TWO ERONEOUS SENDENCIES, ENFHASIS O
ERACTICAL RESULTS:

With regard to the rrospects for cur ccononic developnent, we
have to guard agninsit two erroncous tendencics, One is possinisn
about the nodernization progrenne, stemning fron failure to see the
favourable conditions and conscquent lack of confidence in the futurc,
The other is the unrealistic cxpectation of guick results sterming
fron failure to seco cxisting difficultics and the cxtrene arduousness
and conplexity of our tasks. Stretegicelly, we rmust think in terns
of a long period of tinc for construction. We nust seck truth fronm
facts, cmphasize practical results, act according to our capacity and
work with all our energy in order gradually and systematically to
attain the nagnificent goal of nodernizing our agrieulture, industry,
national defence and science and tecdhnology, '

21. 1982 PLAN'S TARGET:

The plan set for 1982 requires us to incrcasc total agricultural
and industrial output valuc by 4 per cent instead of by 3 per cent
as cxpected for this ycar and to strive to surpass this rate while
inplenenting the plan, ALlso planncd is an inercase in the national
inconme of about 4 per cent as conparcd with this ycer, This requires
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another substantial expansion in agriculturc and the textile and other
light. industries in 1982, and in ad ition :an increase in hedvy industrial
production as opposed to the decrease in. 1981 With regard to the
distribution of the national incomne, ‘our target is to increcasc consun-
ption by 57 per cent and the total wolume of retail salcs by 8 per
cent, while accumulation is to incrcase by 3,2 per cent and direct
investrnents under the state budget by 5.7 per cent. Ixpenditures for
education; science, culture, public hcalth and physicel culture should
increase by 59 per cent. The collectively owned sector and necessary
individual economy of working people should be actively pronoted, and
various nmecans should be adopted to provide peoper enployment for
persons in urben areas who arec waiting for jobs. The standard of living
of both thé urban and rural people should ocontinue to inprove., Strenous
efforts nust be ma de to carry out the all-round consolidation of enter—
prises»next years Thosse which turn out low-quality products with high
energy consunption or have long becn opereting at a loss nust be shut
down, or suspend operation, or be amslganated with other enterprises
or switch to  'the manufacture of cther productss,s In order to fulfil
the 1982 plan, we should do our utmost to gain belter economic results
and strive for noteworthy achievements in all fields, such as agricul-
tural and industrial production, transport, capital constructlon,
commodlty circulation, financc and oanklnb.'
22, SOCIALIST MDDEENIZ“TION MEANS HIGH LEVEL CF MATERIAL LND

CULTURAL DEVELOPMENT ¢

In the work of sdcialist nodernization, we nust strive for =
high level of both material and cultural developuent. - The' two arc
inseparablec. Only by so doing can we ensure the sustained growth of
the naticnal econony end the socialist oricntation of naterial develop-
nent. | '

23,  CULTURLL DEVELOPMENT :

Cultural deveclopment covers a vwide arca, but it nust have as its
nain content the following two aspectss one is the scope and lcvel of
developnent of education, science, culturc, art, public health and
physical culture. This is an indicatoxr of a soc1ety s level and degree
of civilization. ' fvery society develops this aspecct of culturel life
to suit its nceds, but the socialist sysyem denands its wider and
faster developnent. We rust tap our intellcctual resources and
increase intellcctual investrent so that a correspondence is achieved
between such investnent ind investnent in production and construction,
and the requirements of cconcmic developnent are consequently nete The
other aspect is the orientation and:. level of the political, ideological
and noral developnent c¢f society. This is detcrizined by the nature of
the social systen and, in turn, strongly rcacts on the latter. Owing
to complex historical and practical rcasons, this problen is beconing
nore and nore pronounced and requires imncciate solution. Through
cffective publicity and education, political and ideological work, and
work in other fields, and through promoting socialist democrdcy and
perfeeting  the socialist legal systen, we must enable nore and more
nenbers of society to cherish the socialist and connunist ideology,
norality and atiitude towards labour, to cultivate noble thoushts and
feelings, a fine life style and aesthetic stancerd, a conscious law-
abiding Sylrlt and a high sense of organizaticn and discipline, to
persist in the principle of suLorQ1n<t1n personal and partiel intercsts
to those of the whole and subordinating 1ured1%te to long—tern inter—
cgsts, of doing cverything for 9001allst nodernization and the socialist
notherland, and to develop the lofty spirit of patriotism and to
internationalisne In handling rcletions anons the people, including
relations betwcen the pecople of differcnt nationslities, between the
workers, pcasants and intellectuals, betwecn cadrcs and the masses,
betweenbetween soldiers and civilians, betwecen the advanced and less

advanced, between the well-off and those in more difficult circunst-
ances as well as between the different participants in econonic
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life-the badyer and the seller, those who serve and those who receive
Services, the producer and the consuner~all the nmenmbers of our society
should be able to respect, show cencern for, unite with and help each
other. They nust be able to take into account the interosts of the
whole, observe Principles, act fairly and honestly, do a good Jjob at
their posts, and serve the people and be responsible to then. In their
relations with forcigners, they nust be neither overbearing nor servile,
In handling the rclations between the ideal and the reality, they must
have firn confidcuce in the gradual inprovenent of the socialist systen
and the certecin realization of comuunist society in all its splendour
followingz the Cevelopment and naturity of socialist society. 4And to
rcalize this ideal, they nust be able at the sanc tine to nake persise
tent, down to-earth efforts anc adopt a correct attitude tovards diffi-
culties and the negative featurcs of real life, nuither cherishing
naive illusions, nor fecling pessinistic or disillusioned in any cir-
cunstancess The developnent of this iccological side of cultural life
is a hallmark of our soclalist society as distinguished fron capitalist
society and other exploitative societies of the past. It is an inportant
social, political and idelogical coudition for ensuring the: futurée of
our socialist econony and socialist society and rerresents the cormon
aspiration and strong desire of all upright and politically conscious
citizens. We have scored renarkable achievements in raising the level
of our cultural life in the past ycar. The emergence of large numbers
of advanced workers, pace-secticrs in the new Long March 8 red banner
winners and other heroes and nodel workers on all fronts bears living
testinony to this,

24, THE FIVE STRESSES AND FOUR POINTS OF BEUATY:

In our ccononic life, we nust continue to advocate a high ecthical
and cultural standard under socialisn and unfold the novenent of "five
stresses and four points of beauty, (The five stresses arc: stress on
cecorun, narrers, hygiene, discipline and norals., The four points of
beauty of the nind, language, behaviour and the environment.) resist
and overcone the corrosive influence of exploiting class ideologies
and other ideologies running counter to the socislist systen, such
as capitalist ideology, the survidualisn and burcaucratisn, and oppose
and crack down on unlawful or crininal activitics undernining our
socialist cconony and Socialist causc,

25, SEMI-FEUDALISN AND SEMI-COLONIALISH STILL PRESENT IN OUR_SOCIETY

China was a seni=feudal and seni~colonial society for morc than
a.century. Capitalist and slavish colonial ideology have not yet
been eradicated fron the ninds of a part of the peoples In recent
yearsy our international contacts have sharply increascd. Ais a result
of corrosion by the corrupt ideology and life style of the foreign
bourgeoisio, instances of abandonnent of our national dignity have
recurred in sone placese. This state of affairs ncrits our carnest
attention. On the eve of nationwide victory in our revolution,
Conrade Mao Zedong gave a tinely warning ageinst the bourgeoisic's
"sugarcoated bullets." Now we are facing a sinilar situation, It is
necessary to rcmind our governnent functionarics at all levels, and
particularly those engaeged in econokic work, of the necessity of
naintaining a firn stand and keeping a level head so as not to be
corrupted by the decadent capitalist idecology and way of ‘lifel ™ It
is of particular inportance to strengsthen the work of education the
young pecople so that they will be bettor able to resist various types
of erroncous idcas.

26, FIGHTING CORROSIVE INFLUENCES

Owing to the scvere danage to our fine traditions inflicted by
the 10 years of internal disorder and to the resurgente of certain old
habits and ideas lc¢ft over fron the old society, therc has been
a recent incrcasc in such obnoxious jpracticos as giving lavish dinner
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Parties and bresents, trying to cstablish uncderhand connections for the
sake of personal gain denanding comnissions, Securing advantages
through pull or influence and going in for cxtravagance and waste. A
few ccononic units, ccononic adninistrative organs” and their leading
cadres not only turn a blind eye to such practiccs but even go along
with tem. The corrosive influence of thesc practices on our cadrcs
and functionarics has been grgve, causing grcat dissatisfaction anong
the nasses. This problen nérits the serious attention of leadins
organs at all levels and of all our cadres. Effcctive necasures nust
be adopted to Plug all loopholes and check unhealthy tcndencies in
our ccononic work.

27. RECTIFYING D/NGEROUS TENDENCIES , ROLE OF LEGISLATION:

Owing to the inadequacies in our laws and rcoulations eovering
the adninistrative and ¢cononie fieclds as well as in our managernent
system, many weak links sti1l cxist, Furthernore, the lecadership in
sone areas, departmentS;or units is lax, and flabby, Objectively this
provides the few law~breakers and violators of Ciscipline with openings
and opportunities to carry out activitics uncernining the socialist |
eeononmy. - Lt present, such crininal activities as graft, enbezzlenent,
Speculation, profiteering, sougsling and tax evasion are rife.in sone
arcas. Therc have been instances of open pluncder of state-owned soods
and naterials and aprrorriation of other state property. What.ds ..
particularly serious is that sone ccononic units and socne government
functionaries connive at, shcld or even directly“participate in thesc
activities, thus gravely corrupting our statc organs and cadre ranks,

These phenonena rust be dealt with sternly and correctly accoring
to the nerits of each casc. Mistakes in the ideological sphere nust be
overcone through criticisn and Self~criticisn and through political and
ideological education, Those who have nade serious nistekes in viola-
tion of .aduinistrative regulations and refuse to nend their ways nust
be disciplined. Those who have violated criminal law nust be decalt
with according to law, and cases of & grave nature must be dealt with
scvercly. Heavy punishrent nust be neted out to all governnent functio—~
naries who take part in crininal activities, and no crininality is to
be tolerated. In rceent years, our country has been quite active in
the sphere of economic legislation and Jurisdiction. 4 so0o0d nany laws:
and regulations Pertaining to the cconony are being drafted, Econonic
courts have been cstablished ot nost levclse Our efforts in this arca
still need to be greatly reinforced., Sone units are unwilling to be
subnit crininal cases in the ccononmic ficld to the Judicial orgens,
because they think that it is apainst their intercsts to 0 .80e- This
is not only harnful to nornal econonic activitics and hinders an
effective crackdown on crininals but also gocs directly against socialist
legality. This statc of affairs rust therefore be changed quickly and
resclutely, While learning to nake usec of other neasures, the leading
nenbers in all governnents of fices and ‘econonic organizations nust
acquire a better nastery of legal ncasurcs to naintain cconomie order,
Besides the economic departments, all public sccurity units, procura-
torial organs, law courts, industrial and commercial adninistrations,
custons offices and tax burcaus nust co—~ordinate their efforts to
deal timely and heavy blows at crininals in the econonic ficld in
accordance with the laws and regulations of the state,

28, ELIMINATING BUREACRATIC TENDENCIES

‘The existing bureaucratic tendeneies in our political life and
ccononmic adninistration arc an inportaent obstacle to our new approach
to econonic developrment and the realization of our nodernization
brograme. <+t the Third Scssion of the Fifth National People's
Congress in Scptember 1980, the problen of ¢lininating burecaucratisn
was discussed, its causcs and its warious nenifestations in our
Present administrotive systen were anolysed and solutions were
proposcds Over the past yeer or so, nany successcs have been achicved
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in combating the nalady of burcaucratisn, especially in inproving the
relationship between the cadres and the nasscs, and there have been
quite a few refreshing instances of a new style of work anong the
cadres. But, on the whole, the rosults arc still not particularly
satisfactory. Morc recently, acting on the suggestion of the Contral
Committee of the Party, the State Council hes repeatedly studied and
discussed the problen of elinminsting buroaucratigm. To consure cffcctive
leadership for the nocdernization prograime, the tate Council is deter—
nined to adopt firn neasures to altecr the intolerably low efficiency
resulting fron overlapping and overstaffed adninistrations with their
miltitiered departnents cramied full of superfluous perscnnel and
deputy and noninal chiofs who oncage in endless hanrling and shifts of
responsibility, The State Council has thercfore adepted & decision

to restructure the adninistration, beginning with the departnents under
the State Council itself, and to ensurc acconplishment within a specified
tine linit, The restructuring of the governnent departuents will give
& powerful inpectus to the enthusiasn of our cadres,to the further
inprovenent of our work style and methods of leadership and to the
recadjustnent and restructuring of the whole cconony., Leading cadres
and all functionarics of departnents under the State Council should

set an exanple to local covernnents at all levels in perforning the
task of sinplifying adninistration and raising working efficiency,
During the restruéturing, there will be relatively inportant reductions
in or mergings of State Council departnents, acconpanied by all posible
cuts in staff and feirly big changes in lcadership. I would like to
Sug.est here that the National Pcople's Congress authorize its Standing
Comnittee to exanmine and approve the restructuring plan upon its
subnission, -

29. PROMOTING RESPONSIBILITY LND YOUNG T/LENTS:

While sinplifying our governnent structure, we should also clearly
define by administrative statutes the rcsponsibilities and the linits
on the powers of the departments of the Statc Council and the local
governnents at all levels and also the powecrs and duties develving
on then and thoir functionariecs, Strict rules for assessing, rewarding
and penalizing functionarics should be estaoblished. The habit of shirk-
ing responsibility and taking a dilatory and irresponsible attitude
towards work nust be resolutely rcctified, and so nust the burcaucratic
style of work which piles up red tapc without solving actual problens.
In the process of sinplifying our administration, we should systenatica—
1lly promote to leading posts at different levels outstanding young and
niddleaged cadres with rractical expericnce and g talent for leadership
who are qualified ideologically, politically and professionally, so that
the ranks of our leading functionaries will Dbecome revolutionized, better
educated, professionally more competent and younger.

30. BE WITH THE MASSES :

. Fron time to tine, leading cadres of the departnents under the
btate Council and of governnents at all levels should £o decep anong
the nasses, get a deceper understanding of the realitics of life,

nake investigations and studies, and help solve actual problens at
lower levels and in grass—roots units, Beginning in January next ycar
leading conrades fron the ccononic departnents under the State Council
and those in charge of econonic work in the provinces, runicipalitics
and autononous regions will head large nunmbers of cadres from both
central and local authoritics and £o down to the enterprises and help
then with their all-round consolicdation. Cadres at all levels, and
particularly the higher leaders, nust set an exanple in restoring and
carrying forward the fine traditions of sharing weal and woe with the
nasses and of plain living and hard struggle which were characteristic
of the period of the revolutionary wars and the early years of the Peo-
ple's Republic, and they must nake now contributions to socialist
nodernization,
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31. REINFORCE THE GRELT UNITY OF THE WHOLE CHINESE PEOPLE.
STRENGTHEN THE UNITED FRONT: : : :

Our e¢cononic construction nceds close co-operation, encouragencnt
and support fronm the different fronts, We must adhere to the four
fundanental principles, continue to develop the political situation of
stability, unity and liveliness and strive to reinforce the great unity
of the whole Chinesc peoples The united front has always been a M"nagic
weapoh" in our revolution and it will guarantce the success of our
socialist nodernization, The denocratic partiecs, the democratio
personages without party affiliation and patriots in all circles
have a tradition of long=tern co=~operationwith the Communist Party in
the course of our revolution and construction. Our conmpatriots in
Taiwan, Xiangpang (Honﬂkong) and Lomen (Macao) and Chinesec citigzens
over{ees have always becen concerned with the consttucticn, growing
strength and unification of the notherland, thus nanifesting their deep
patriotisn. We rust conscientiously strengthen the re~cducation of
the FParty ana governnent cadrcs at all levels in the policy of the
united front, so that they will fully respect and pay serious attention
to the suggestions alvanced by Personages fron all circles, enable the
latter to Play an anple role at their respective posts and thus further
consolidate and cxpanc the patriotic united fronte. Lcting in accordance
with the policics and principles proclaincd by Ye Jianying, Chairnan.
of the Standing Comnittee of the National People's Conzress, and the
spirit of Comrade Hu Yaobang's speech at the neeting in cormenoration
of the 70th anniversary of the 1911 Revolution, we should exort ourselves
in every field of work 50 as to promote the unification of our country
at an carly date, an aspiration cherished by the entire people. including
the people in Teiwvan. The connanders and fighters of the Peoplets
Liberation Lrny nust beighten their state of Preparcdness against war,
step up military and political training and nake new contributions in
consolidating our national defence and safeguarding socialist constru~
ction,

52 OFPOSE_HEGEMONISM

We rmust continue to carry our the diplonmatic lines and policies
laid down for us by Conrades Mao Zedong and Zhou Enlai, }ines and
policies Wlich cy:. 3¢ hessroncm, Seforuarnt vorkd | dace, support the
Jjust strusples of the beople of various countrics and Pronote the
cause of human procress, Under the leadership of the Conmunist Party
of China, let us hold aloft the banner of Marxisn-Leninisn and Mao
Zedong Thousht and narch forward valiantly alonz the road to a nodern
and powerful, highly democratic and culturally advanced socialist
China!

SOURCE: Beijing Review, No 51, December 21, 1981
Page Noes 6 to 36, '
We have given only extracts., The subtitles
arc ours.,
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ADDENDUH TO "CHINA'S &°7 ALIST ECONOKY™

Several million copies of the Chinese edition
of "China's Sociaglist Economy"” have been sold
since it was first published two years ago.
#ritten by one of China's noted economists Xue.
Hugqiao, this book has also becn translaeted and
published in English, French, Japanese and

- Spanish. "Beijinyg Leview" printed Chapter 7 af
this book in issue WVo. 43, 1979 and Chapter '8
in Nos. 5, 12 and 14, 1980. j

Foreign press has reviewed this book and
many readers have written to the author. In
this addendum to the Jorthcoming new printing
of the book, the aquthor observes that this

- book, which he calls g "draft, " has "failed to
raise its summary of practical experiences to
the level of theoretical analysis and some of
the viewpoints agre premature. " Horeover, the
author acknowledges that this book leaves much
to be desired in clarifying the "Left" mistakes
that existed within our Party for so long.

In the first and second sections of the ad-
dendum, Xue Hugigo amends and clarifies some
of his .viewpoints in the book. Following is
an abridged translation of these two sections.-—ED

SOCIALIST RELATIONS OF PRODUCTION

Practice shows that socialism is not necessarily based on a unified
public ownershi; by the whole society., There has to be a stage in which
two kinds of puhlic ownershop~that by the whole people and that by the
collective-exist simulatneously. The analyzis by Stalin of the socialist
ownershop was g contribution to Marziem~Leninism, However, Stalin's
treatment of the forms of managenent under the two kinds of public
ownership was over-simplified, He correctly emphasized planning in the
economy owned by the whole people, but he underestimated the role of the
law of value and the market. Under his leadership, a highly centralized
state management relying mainly on administrative measures was instituted
in the Soviet Union. This was regarded as the only feasible from of !
management for the part of the econony owned by the whole pelple. As to
the rural collective economy, only the agricultural artel form wgs per-
mitted. This disregarded uneven economic development and rejected other
forms of management.,

China also establiched two kinds of public ownership after the

completion, in the main, of the socialist transformation of private
ownership of the means of producfion, Due of "Left" nistakes, a
tendency of blindly going after g higher level of public ownership
emerged. This tendency went against the law that the relations of
Production have %o corzespons with the level of the productive forces.
Therefore, the growth of the productive forces was retarded,

The productive forces in present—day China are nultifarious. They
include advanced modern large-scale production, mechanized production
of the 1940s and 1950s, semi-mechanized and semi~,amial production and
Small~scale production based entirely on manual labour,, The situation
also differs vastly frok place to place. Under these conditions, it
is impractical to institute a sterotyped form of public ownership every-
where nor is it appropriate to adopt & single form of management.

(A
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phe socialist public ownership of the means of production holds the
dominant position in China with the statc-owned economy and the collective
economy constituting the two basic forms. Given this predominance, the
existence of a small number of other forms of ownership, for example,
private ownership, should be allowed. It is also advisable to permit
foreign countries to make investments and help run joint ventures in

Chins and to encourage overseas Chinese to invest in our country,

In the socialist public economy diversified and flexible forms of
management should be adopted. 4 single form is not even appropriate
for the part of the economy owned by the whole people. Dissimilar
trades and enterprises should have different forms of management. For
example, some cnterprises can be managcd according to the demand of the
narket. Some can be managed individually; some,conjointly; some mnanaged
in co-operation with their counterparts in other provinces and regions;
some together with collectively owned enterprises.

In the collective economy, the forms of management and the sizes of
enterprises and of basic accounting units should not be uniform,

For a long time, we regarded the transition of ownership forn the
production teams to the production brigades and then to the communes as
the only was to promote the transition of agriculture to a higher stage
of socialism, Now this should be reconsidered. With the growth of a
diversificd economy, a communs or brigade will put some of its productive
fields under specialized management., There will be co-operative manage=—
nent among several households, joint management between the collective
and individuals, and betwecen brigades or communes. Some commune—and
brigade-run enterprises will develop co-operation with state-owned
industrial and commercial enterprises, In thisway boundaries between
brigades and betwcen communes as well as between collective and state-
owned enterprises will disappcar in this respect. On the basis of
Specialization and joint menagement, rural commodity production and \
exchange will develop further, and socialized mass production will
gradually increase. Therefore, the collective ownership of the means of
production in some rural arecas may pass from small units to larver ones.
But that form of transition may not be follwed in other places,

Is it contrary to the Marxist-Leninist theory concerning sdientific
socialism to allow some cconomies not publicly owned to exist duping the
period of socialism? No, it is not. A4ccording to dialectical and
historical materialism, everything in its development contains the remant
of the old and the embryo of the now. Ever since the primitive society,
there has never been such a thing as a pure social form. Slave society
had many frecemen; feudal Society embraced mumerous peasants who tilled
their own land. In capitalist society, even in the highly developed ca-
pitalist countrics of today, there are numerous small producers, People
never refute that they are capitalist countries just because they are
"impure." Why, then, should the criterion of #purity" be applied to
socialist countries? To uphold Marxism~Leninism and Mao Zedong Thought,
ve must establish China-type socialist relations of production by adhering
to dialectical and historical naterialism and in the light of the specific
Chinese conditions.

~LLATYED ECONOMY AND MARKET REGULATING,

~

Sone cconomists call sociszlist cconomies planned economies and

capitalist economics market economies. This characterization expresses
the difference of the two social systens in one aspect. But it is not

an absolute. The narket economies in capitalist countries arc sonetimes
subject to state intervention and guidancc by plans under certain circum—
stances; in a socialist country, the planncd economy, instead of negating
the market, mokes wide use of market nochanisns under the guidance of
state plan,

“ .l
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Over the last two years, while searching for ways to inprove the
systems of managenent of the national cconony, the phrasc "combining
regulation by the plan and by the market" has often been used (I used
a5t myself). his is an cxample of our failure to find better terms to
describecertain cconomic phenonena. This phrase is not very acecurate.
Comrade Chen Yun was norc precise when he g2id: "Planned production is
the mainstay of industrial and agricultural production, and it is
Supplemented by free production which operates within the framework of
the state plan while taking into consideration changes in the market.,"
We should not nechanically place plauned managemmet in opposition to
regulation by the market. Planned production must consciously make us
of the law of valuc and within a determined scop utilize the market's
regulating role. In this way the state plan can be kept in line with
the market's demand, ‘

@

In planning the national econony, it is important to correctly
handle the relationship between state construction and the improvenent
of the people's livelihood and to appropriately regulate the rations
between various sectors of the national economy and the proportions of
the various departments within each sector.,

The state plan should cnsure that investments in capital construction
be rationally distributed among the different secctors of the national
econonmy so as to bring about harmonious econonic developnent between
between seators and within ecach sector, For a long tine, owing to our
one-side d emphasis on developing hecavy incustry, the development of
agriculture, licht industry, transport and comaunications, and commerce
and serveice trades was held back, In heavy industry, the ratio between
the various departments was not adjusted well and the development of the
encrgy industry clearly lagged behing. Hence a serious imbalance between
the various seftors of the national economy. 4 lesson should be drawn
foom this, ‘

In order to give full scope to the market's recgulating role, the
exchange of goods must first be cnlivencd. he measures to be adopted
includec:

(1) Change the system under which certain products were sold and
purchased only by the state. With the cxception of a fow major Commo~
dities like grain, cloth, complete sets of nachinery and equipment, and
some industrial raw naterials, the demand of which outstrips their supply
all ¢ther commodities should be purchased by the commerciagl departments
according to plans worked out on the basis of market denand. Factories
should work out their own production plans in the light of commercial
department's purchasing plans and market demand .

(2) Increase the channels for exchange of commodities and simplify

the profess of exchange. In addition to state-owned commercial establi-
shments, large numbers of collective retail stores and some private ones
should be set up and conpetition should be allowed among them. The number
of urban markets for farm and sideline products nust be enormously
increased,

(3) Gradually loosen price control within a certain extent., Various
localitics and cven enterprises should have sone say in readjusting
prices, or prices nay be allowed to float within certain limits, Many
comnodities should have scasonal price fluctuations, and appropriate ro-
gilonal price differences should be permitvtod to encourage localitiecs
to supply cach other's nceds.

To guve full scope to regulating by the narket, it is necessary to
use many other methods, such gs readjusting tax rates and bank laans.

These should be worked out through practice.

SOURCE: Beijing Revicw, No.49, Decomber 7, 1981, P.14~16,
WK K3
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( Excerpts)

On february 25, at the 17th Meeting of the.

Standing committee of the ¥'iftn National peo-

plés Congress, Yaqo Yilin,. Vice-Premier and _
Hinister in. Charge of the state Planning Commis—
siton, delivered g three—-part report on the Jul-
Sélment of the 1980 national economic plan, and the
major content as well as policies and meagsures FORIE T
the readjustment of the 1981 national economic plan.
The following are excerpts of the report.

FULFILMENT OF THE 1980 NATIONAL, ECONOMIC PLAN

GENERALLY Speaking, the rcsults of the 1980 national econonic .
‘pPlan were better than what had been predicsed at the Third Session
of the Fifth National People's Congress held last dugust,

RURAL, AREAS. !'Clear evidence of the excellent econonic situation is
the steady-improvenent of conditions in .China's vast rural arcas

which now have a population of 800 million. Due to the inmplenentation
of a series of corrcct agricultural policies of the Party and governrec nt
and the arousing of enthusiasn of rural cadres and communc nenbers for
producition, we reaped another conparatively good harvest in 1980
despite a serious flood in‘thq south and a serious drought in the .
north, fairly uncomron Phenonena during the last decades._ The total
grain output is ecstinated to have reached 316 nillion tons, seccond

only to that of 1979, which was the highest since the founding of New
China. Cotton output is sstinated to have recached 2,6 nillion tons,

a record high in the history of New Ching and an increase of 400, 000
tons or 20 ber cent owver the previous ycar. The output of oil-bearing
and sugar crops both showed increases of norce than 10 per cent over
1979, which was also a bumber harvestyear for these. crops. The
diversification of the ecouony and sideline occupations continued to
develop and the rural cconony became nore lively. In 1979 and 1980.
the peasants increased their incomes fron the growth of agricultural pro-
duction and the risc in the state's purchasing prices of najor agricul-
tural and sideline products., The.increase in the statels purchasing
prices alone brought an additional income of 25,800 nillion Juan to the
Peasants in thosc two Yyears, '

What is particularly inspiring is that, in & short period of one
or two years, Hhany reverty— stricken arcas have effccted a fundanental
change, no longer depending on grain resold to then by the statc, loans
for production and relief subsidies. . The income of the collective dnd
individual pcasants has shown a mr¥ked increcase. The social order in
the vast countryside is stable and the peasants feel securc and happy. -
The relationship betwoeen the a cadrcs and the masses has greatly inproved
and the prestige of the Party and governnent among the broad nasses of '
the peasants has risen,

INDUSTIAL STRUCTURE, Additional evidence of the inproved econonic
situation is the beginning of g rational and co—-ordinated development
within the industrial structure. In 1980, there was further developnent
in the objecctive of having light industrial growth sSurpass that of
heavy industry, Light industry output value in 1980 is estinated to
have increasecd by 17.4 per cent over 1979 instead of the planned 8 per
cent increase, while the conparatively low growth of 146 per cent in
heavy industry, compared with the past years, was conplenented by an
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inprovenent of the quality, varicty and specifications of hecavy industrial
products. While energy production dropped by 2.9 per cent from the
previous ycar, total industrial ocutput value for 1980 is estinated to

have increased 8.4 per cent, topping the planned incrcase of 6 per cent.

The development of production has continuously inproved the living
standards of the workers and staff. The average annual wage of the
workers and staff in state—~owned centerpriscs or units in 1980 is cstina-
ted to have risen by nearly 80 yuan conpar d with 1979. Nine million
people in cities and towns were given enployment in 1979, and another
7 nillion in 1980. The spccd of urban housing ¢ onstruction was further
accelerateds It is estimated that over 78 nillion square metres of
floor space wwere conpleted in 1980, an incrcase ofno less than 15 million
square netres over the previous year.

LIVELIHOOD OF THE PEOPLE. Owing to the development of industrial and
agricultural production and the increase of income of the workers and
pecasants, the total amount of urban and rural purchasing power in 1980
registered an increase of more than 30,000 million yuan over 1979. The
total volume of retail sales is estimated to have rcached 207,100 million
yuan, an incrcase of some 11 per cent over the previous year if the price
rises are taken into account. Rural fairs and urban agricultural and
sideline produce nmarkets are brisk, They have played a fairly good role
in supplementing the defccts of state and collective commerces The
excellent situation of market supply in the cities in 1980 has not been
witnessed in years,

The total volunc of cxports in 1980 went up by 32 per cent, and
inports by 19.8 per cent (14.3 per cent and 2.1 per cent respecctively
if the price rises are taken into account). The foreign trade deficit
dropped from 1,870 nillion U,.S. trade dollars in 1979 to 570 nillion
dollars in 1980.

The developnent of the national e conony in 1980 is further proof
of the corrcciness of the principles and policies formulated since the
Third Plenary Session of the 11th Party Central Conmittee and the policy
of readjustnment, restructuring, conslidation and inprovenent. The
cconomic situation is excellent, a situation rarcly scen since the
founding of the People's Republic.

RIDDING THE ECONOMY OF ITS FOTENTIAL D/NGERS: In such an cxcellent
sitation, why do we say that there arc still potential dangers and

it is necessary to carry out further readjustment? Becausc the ful-
filnent of the 1980 national cconomic plan has revealecd several problens
that call for our serious consideration. The najor trouble spots are

the successive big financial deficits, the over-issuance of currency

and the price rises for nany commodities.

In 1980, state revenues (not including foreign loans) ekxceecded
the budget figure by 700 million yuan, whorcas state cxpenditures
were 4,800 nillion yuan above the budget figure, 4As a result, the deficit
wa 812,100 nillion yuan instead of the originally budgetary deficit
of 8,000 nillion yuan, The larger deficit led to an increasec in the
overdraft from the bank. Originally, the bank had planned to issue
3,000 nillion yuan of currency in 1980, but it issucd 7,600 million
yuan, surpassing the planned figure by 4,600 million yuan. Becausec of
the increased anount of currency in circulation on the market and the
failure of the supyly of commodities to correspondigly rise, the annual
avorage vefail vrices in 1980 went np by ebout 6 per cent over the
previous year. [nong then, the.retail prices for foodstuffs increascd
by 1Bis88perticent

These problens in state finances and comiodity prices show that
still better work nust be done with regard to cconomic readjustnent.
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For a long time in +ho past, under the guidance of a "Left"
ideology, the Scope of capital construction was over—cxtended and
over-high targets were sot for industrial production., And Lin Biao
and the gang of four sabotaged cur econony for 10 years. The result
was that some najor scctors ol the national cconony were seriously out
of proportion, and thc livelihcod of +he people both in cities and the
countryside did not inprove as it should have. for many years, In. 1979
and 1980, we carried out the principle of econonic read justnent, raised
the purchasing prices of agricultural and sideline products by a big
margin, found nore Jobs for beople, raisecd the wazes of workers and
staff and instituted & bonus system. A1l thesc were necessary necasures
which played an inportant role in arousing the enthusiasn of urban and
rural labourers for pProduction and in promoting the deVUlopment of
industrial and agricultural production, Without. these important nessures,
the excellent econonmic situation would not exist today.,

Consuner cxpenditures for inproveing the livelihood of the people
were greatly increasod, state revenue decreased, and the investment
for capital construxtion in the state budget was brought d own a littlw,
but not enought. The problen is that. under these conditions a number
of adninistrative expenditures, including those for national d efence
and for state organs and public undertakings, continued to increase.
China is déveloping country which has recently cnmergedfron]O years
of chaos, It is faced with the dilerma of wanting to undertake so
nany things in accordance with the sentiments of the populace but, due
to limited strength, cannot undertake all tasks at oneces As we did not
bpay enough attention to the latter. total state expenditurecs for eapitsl
construction and consunption burposcs surpassed revenues., If we gllow
this situation tocontinue, it will rroduce scrious and multifacetod
consequences. We must strive to avoid such adanger, though it is still
in a hidden stage. | '

The policy of further ccononic readjustnent was not fornulated just
to solve immediate problems and extricatc the CCO 0,y fron its potential
and extricate the cconony fron its potentialdangers, It will has a far
nore positive and profound significance. It will enable our whole
econonic work to become disencunberced. fron the nalady of aining for
quick results and to be based on actual conditions in China., In doing
everything, it will help usaccomplish what is possible and put the
stress on practical results. and sicady developnent. Then we can closely
integrate ccononic developnent with broper improvements in peoplels
living standards and ecnsurc a concerted, steady and healthy advancc of
the socialist nodernizatio: Pprof=annen

LL. MAJOR CONTENT /ND MFASURES FOR THE READJUSTMENT OF THE 1981
ECONOMIC PLAN: |

The principle of readjustnent of the national»economy adopted in
1979 clearly stipulated that, inview of the serious inbalances in the
eovonony, the task of +the recadjustnent was to rcadjust the dispropor~ £
tionata relationships so as to achieve g conparatively co-ordinated
developnent between agriculture, light industry and heavy industry
as well as betwien the varous industrial br anches, and to reach a
rational ratio betwocn accurulation and consunption,

BALANCING REVENUES AND ELTEUDITURES: The primary task in the continued
readjustnent of the disproportionate relationships in the aconony this
year is to achicve, first of all, an overall balance between revenues
and cxpenditures, and on this basis, %o achieve a credit balance, to
stop the issuance of, currency for financial purposes and to stabilize
Prices in the nain,

State revenuecs for 1981 were originally targeted at 107,400 nillion
yuan (not including foreisn loans). They wore readjusted to 97,600
nillion yuan because of the readjusted cut in the output of oil and
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coal, the decrcasc of income of industrial cnterprises, and the decrcase
of reverue fron industrial and comnnercial taxes, plus the incrcase in the
forecign trade deficet and the subsidy used for grain purchascs and Sales.
State expenditurcs, which were originally cstinated at 112,400 million
yuan, were reduced to 97,600 nillion yuan, were thus balanceing revenucs
and expenditurcs., :

THE CONCRETE CONTENT AND MAJOR MELSURZS OF THIS YE/R'S RE/LDJUSTHMENT
are as follows:

~Further reduce capital construction investinents, The 1981
appropriations for capital constructicn will be reduced from the '
originally planncd 55,000 million yuan to 30,000 million yuan. We nust
suspend projects which lack suitable conditions for construction, or’
. projocts which, if built, would lack the conditions for production

including inported projccts), as well as overlapping projects which
compete with existing enterprises for raw naterial, fuel and ENergy .«
Capital construction investnents should be concentrated on projects
which can meet urgent production necds, can.be conplcted and put into
operation quickly or auxiliary projects, on housing for workers and
staff and on urban public utilities.

~Reduce expen@itures on national defence, public undertakings and
adninistration, & ery iten nust be carefully calculated and strictly
budgeted, It nust be below, not above, the planned sun,

~Run agricultural and industrial procuction well, It is necessary
to nake continued efforts to carry out rural eccononic policies and
perfect and stabilize various Systens of responsibility in agriculutural
production. The rural arcas should strive to increase their harvests
and achieve an all-rould developnent of their diversificd econony while
raising the output of grain. Grain production nust be civen first place
except in couties (banners) where aninal husbandry and forestry occupy
the dominant place .and in arcas of industrial cro:s,

We nust attain at least an 8 per ccnt incrcase in light industrial
output value, and should strive for morec. All light industrial enter-~
prises should endcavour to reduce consumption, raise product quality
and turn out nore products which sell well on the market.

The target for steel production this ycar, originally set at 35
nillion tons, is being lowered to S5 million tons, thus allowing the fuel,
energy and transport fecilities, which would have becn used,to go to
light industry, All heavy industtial enterprises with appropirate
conditions (including nilitary enterprises) nust study the nee’'s of the
market and take an active part in nanufacturing consuner goods in g
planned way. Metallurgical, chenical and machiné—building industries
nust carry out production in strict accordance with the socigl demands,
reduce the production of goods whosc supply excceds denand and increcase
the production of ;0ods whose supply falls short of demnand,

=Econonize on cnergy consunptione. In order to gain a proper ratio
between rescrves and cxtraction and ensurc safe production, the
originally planned oil output of 106 nillion tons for 1981 has been
reduced to 100 million tons and the originally planned coal output
by nines whose products are distributed by the state has been lowecred -
from 359 milliontons to 338 millions tons., Thercfore; it is nece.ssary
to step up cfforts to Save cnergy in order to ensure increcascs in
industrial production with decreascd energy output,

- Consolidato and rcorganize existing enterpriscs. /11 enterprises
nmust work hard to inprove production order and conp.letely change the state
of no onc taking responsibility in many links of production and

nanagenent and of great waste. In addition, the unhealthy tendency _
of raising priccs without authorization and excessively issuing bonuses
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nust be corrected. Enterprises whose products arc of poor quality -
and do not sell well on the market and which have high consunpiton and
incur big losses must be closed down,.stopped, integrated with other
enterprises or changed to turn out other proucts. So should backward
enterprises which conpete with advanced enterprises for raw material,
fuel, power and transport facility, especially backward snall cnter—
prises. Priority should be given to integration and shifiting
production to other items. ‘

—-Ensure basic stabilization of prices. For this purpose, in
addition to strictly controlling the issuance of currency and striving
to produce nore consumer goods, the state will ask the comnercial,
‘foreign trade and natetials departnents to put part of their commoditics
in stock on the market and, at.the same tine, contiune to withdraw the
currency not i ssued for trading purposes. -

—Inprove prople's living standards. Various steips will be taken
to find work for urban youth who are waiting for jons. The state will
gradually provide for appropriatc incrcascs in the wages of the workers
and staff members who work in scientific reacarch cultural, educational
and health institutions and governnent departnents and (o not reccive
bonuses and whose living standards are affected by the price rises.

The state will pay basic wages to workers and starff nenbers working on

projects which are ordered to stop or postpone construction, and those

in state enterprises which are instructed to close down or stop produ-

ction.  Every effort will be made to continue the construction of urban
public utilitics and residential housing. i

~Strengthen the centralization and unification of managenent.,
Since econonic a rcadjustnent is extrenely conplicated, unified
neasures and direction are required in the country as a whole to solve
nany inportant problems, espccially that of kceping the whole nation's
finances and credit in balance. (For details sce boxe. '

~Issue treasury bonds and borrow from the surpluscs of local
governnents. The State Council has dceided to issuc 4,000 to 5,000
nillion yuan in treasury bonds in 1981 to conmpensate for part of the
central government deficit of 1980. The bonds will primarily be
issued to statc—owned enterpriscs, collectively owned enterprises,
departnents, organizations, army units, public undertakings and
prosperous rural communes and brigades. They nay also be bought by
individuals out of their own will, Although revenues and expenditures
in 1981 will be balanced in the country as a whole, the central govern—
nent will still have a deficit of around 8,000 nillion yuan while quite
a number of local governments will have finaneial surpluscs. Therefore,
these localities will be required to lend a total sum of about 8,000
nillion yuan of their surpluses to the central governnent. The necessary
concentration of financial power, material and other roscurces by the
central governnent night cause difficulties to various localitics. But
this is the only way at present to keep the country's whole ccononic
situation stable and prevent overall econonic instebility which night
inflict hecavierlosses on the various lovalities,

£ POSITIVE POLICY.: Rreadjusting the national economy is a positive
policy. To carry out this policy requires a certain amount of retro-
gression in some fields and full inplementation, The temporary and
partial retrogression will censure all-round, stable and long—tern
developnent of the national ccononys. Other fields whore progress is
required can still go forward, Carrying out the policy of readjustment
in an all-round way and fully practising the ncasurcs of this rctrogress~
icn and progress where they are necessary will pronote rather than delay
the modernization of the country in the long run.
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MAINLY RELYING ON OUR OWN EFFORTS BUT NOT CLOSING THE COUNTRY
TO_THE WORLD.

In a populous, large country like ours, nodecrn construction nust nainly
rely on our own efforts; that is, nainly rely on our own industrial
foundation, on our technical strength and domestic narket., This basic
principle is inalterable. Byt this does not mean we will close our
country to international exchanges. It is also our inaltcrable principle
to develop econonic and technical co-operation and exchanges with forcign
countries. on the basis of the principle of equality and rutual bencfit,
During the period of econonic readjustnent, we will adequately rceduce

the scale of inporting equipnent and will correspindingly rearranszc cer-—
tain joint projects with other countriecs. But this is not a signal of

a change of policy, With the progress of our ccononmic rcadjustmnent

and the development of our national econony, the scope of our econony
co~operation and tcchnical cichanges with foreign countriecs will become
increasingly larger.

III. STRIVE TO RAISE ECONOMIC RESULTS, PROMOTE THE STEADY PROGRESS
OF THE NATIONAL ECONOIMY

The cconomic readjustnent requires a cutback in capital constru-—
ction investments., At present, the key to ensuring a steady advance
in social production at a certain speed lies in raising the ccononic
results by a big margin in all fields while dding a good job of carry-—
ing out the readjustment,

CHANGE THE PRINCIPLE FOR ECONOMIC DEVELOPMENT.: Ours is a country with
a population of nearly 1,000 1nillion, over 800 million of which reside

in the countryside. As the country's econonic foundation is weak, high
accurmlation will not help inprove the the people's living standards

on the basis of expanded prcduction, In order to develop our country's
cconony, careful calculations and strict budgeting are necessary along

with efforts to raise econonic results and reduce the funds and nater—

ials needed for creating more social wealth, Hence, a huge change must
be effected in our principle of econonic Gevelopnent,

One serious nistake we made in directing the cconinic work was
‘that we always attached inportance to capital construction the neglcet
of production and hanagenent. This readjustnent nust resolutely change
theis state of affairs. Ve must not hinge our ccononic develoPrent
on increasing capital construction projccts, setting up new cnterprises
and-incrcasing energy and rew material consunption in large quantities.
Instead, we nust give full play to the role of our existing enterprisecs.
Through this rcadjustnent, we will set right the guiding principles
of our economic work. We will enable our econonic construction to base
itself on Ching's reality and ability, advance in a systenatic way and
bring substantiagl results. We will also blaze a new road of stcady
developnent which is based on increased econonic results.

ECONOMIC RESTRUCTURING TO CONTINUE: Another necessary way to narkedly
raise economic results is to continue to restructure the country's
cconony in a manner which is bencficial to the rcadjustnent. '

The country's poor ccononic returns in production, construction
and circulation, and the irrational structurc of the national ecconony
cannot be separated fron the drawbacks of our current cconomic sctup.
It is inpossible for us to fundanentally inprove nanagenent and raise
of ccononic activities if this sctup is not refornecd. g

The initial reforns nade in restructuring our cconony since the
Third Plenary Session of the 11th Party Central Cormittee are correct
in their orientation and have gained good results. Now, the rural
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econony is prospering and industrial and nining enterprises are being
revitalized, One of +the najor reasons is the structural reforns which
have fired people!s enthusiasm. Without these reforns, today'!'ssituation
would be out of the question. Inavoidable defects and problens energed
during the process of restructuring and we arc now adepting neasures to
solve then one by one., We will continue to restructure our ecanony,

and this orientation is unshakable,

Reforns over the past period that have proved effective should be
encouraged, resulting succcsses should be consolidaged and developed,

and new reforms should be made on a trial basis step by step under
proper leadership. These neasurces include:

—Ensuring,the rights of rural cormuncs, brigades and teans to
decide their production schedules uynder the state plan;

-Continuing the experinental work in the norc than 6,000 enterprises
which are involved in enlarging their rights to make thier own decisions,
Seriously sun up their experiences so as to gradually perfect the various
neasures adopted by them;

~Continuing to Practise the enterprise fund systen* or the
systen of taking Tcgponsibility for one's own finances** in those
enterprises which arc not involved in this experinent; '

~Continuing the practice of g snmall nunber of enterprises and
cities engaging in the experinent of paying taxes rather than handing
over profits to the state, practising independent business,accounting
and taking Tesponsibility for their own profits and losses, Sunning
up their experiences;

; ~Continuing regulation through the narket under the state plan,
Responsible departnents should strengthen their work of market forecast
and adopt Necessgry adninistrative neasures so as to avoid anarchy;

=Allowing the adequate developuent of an urban econony of individual
ownership, on the condtion that public ownership remains the Predoninant
elenent,

4 good job done in the above reforns will not hinder but bencfit
the readjustnent., 4s g natter of course, during the period of readjust-
nent, all reforns should be subjected to theisreadjustment. Judged
" fron a long~tern view, those reforns which are rational and indispensable
but contradict the present rcadjustnent should be postponed until g
nore appropriate tine, Slowing down and steadying the pace of the
restructuring can help the leadership at various lecvels concentrate their
attention on the readjustuent and ensure that the restructuring will
procedd smoothly, Good conditions for an all-round ccononic restructu-
ring can be created when the ccononic readjustnent has been well
carried out, better broportioning has been achieved in the econony
and supply and demand in the narket are generally balanced,

STABILITY AND UNITY.: To ensurc a snooth advance of our econonic rcad-—
Justruent, further political stability is required. It is fundamental

to the intercsts of the pecople of various nationalities that our present
political situation, which is characterized by stability and unity, be
continually consclidated and developed.

We must adhere to the four basic principles (the socialist road,
the people!s denocratic dictatorship, that is, dictatorship of the
proletariat, the leadership of the Chinesc Communist Party and Marxisn—
Leninisn-Mao Zedong Thought), strengthen socialist denocracy and the
legal systemn, strictly ban all illegal activities of elenents who arec
hostile to Socialisn, and Suppress crininal activities which sabotage
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the socialist econony and seriously endanger public security.

To ensure the smooth implencnatttion of the econonic readjustnent,
it is neccessary to‘strengthon ideological and political work so as to
revitalize the revolutionary spirit of the broad nasses of workers,
Peasants and intellcctuals. It is inportant to enhance their sensec of
responsibility, and bring forth their enthusiasn and initiativeness to
work hard and do their professional work well, With a spirit of being
responsible to the people's causc, governnent cadres at. all levels,
particularly leading cadres, should go to the grass-roors levels, share
weal and woe with the masses, work hard and seriously and responsibly
handle various conplicated problens .

We must revive and carry forward the Yanan spirit, the revolutionary
spirit in the carly post—liberation deys and the spirit of overcoming
hardships in the carly 1960s. The Present econonic situation is obviously
different from that in the carly 1960s, in the Yanan period and in the
years of the Pcople's Republic. However, the nilitant spirit evinced
in those times of being the first to bear hardship and the last to
enjoy comforts and of fearing neither hardship nor death will never
be given up end will renmain a valuable weapon for us in overcoing
all difficulties and achieving victory.,

* Under this systen a statc—owned cnterprise can reveive a fund which
is equivalent to a certain proporticn of the total wages of its workers
and staff members, if it fulfils the four state targets of output,
quality, profit and contracts for supplying products. The fund is

used for expanding production, developing colleftive welfarc and
issuing bonuses. This systen has been adopted since 1978.

* % Since 1980, the state has inplenented a systen of overall financial
responsibility in governnent adninisttative organs and public undertakings.
Their cxpenses are fixed by the state according to their personnel and
the anount of work, If they spend less, they nay retain the surplus
part. If their spending surpasses the fixed anmount, they nust nake
up fo; the difference thenselves,

000000000000

SOURCE:Beijing Review, No.11 March 16, 1981
Page No, 14 to 20 &27.
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FURTHER ECONOMIC READJUSTMENT:
A BREAK WITH "LEFTIST" THINKING

o e e e st

4 Further readjustment will be madetn
China's national economy beginning from
this year. ZThis move, which jfollows upon
the initial readjustment made in 1979-80
has been described as "soberminded and
healthy." Why? [What exactly does this
readjustment mean and what effects will
it produce? This special feature provides
some background information.P Art three
deals with a principle put forward by
Chen Yun, Vice-=Chairman of the Central
Committee of the Chinese Communist Party
and a prominent leader of economic work
in our country. ZIhis principle concerns

the relationship between the scale of
economic construction and nationael capa-
bilities, and is a significant guideline
both for the economic readjustment and

Jor our future economic work.
KR AN KK

ECONOMIC FROGRESS WITH HIDDEN DANGERS

As decided at the working confercnce of the Party Central Committee
held last December, there will be a further rcadjustment in the national
econony beginning in 1981, This means, first of all, drasticelly sacling
down capital construction, meking administrative spending cuts, bringing
about a balance of re.wenue and cxpenditure and stabilizing prices, to
remedy disproportions in some major cconomic departnents and to being the
econoky back to the track of steady, sould development. In order to
effectively carry out this major dccision, it is being studed and
discussed throughout the natione

A major economic recadjustment of this kind, as nay be recalled,
took place before in the early 1960s. But then it was forced on us
because of serious economic setbacks, the nosediving of industrial and
agricultural production and the fact that people were having a real hard
time making their liveli-hood. his timc the situation is differcnt.
The present major readjustment has been decided on at our own initiative,
at a time when the economic situation is quite good and when people's
lives are inproving year by year. So it has been asked if the present
readjustnent is ncfessary at all. If so, why? How should it be done?
What about the prospects of cconomic development? Thesc questions have
aroused the interest of nany both at home and abroad.

ACHIEVEMNENTS IN THE LAST TWO YEARS

The decision to cffect a further cconomic readjustment came after
the Party Cecntral Committece's overall appraisal of the cconomic sitation
for the four ybars beginning with the downfall of the gang of four,
particularly the situation in the two ycars since the convocation of
the Third Plenary Scesion of the 11th Party Central Committee at the
end of 1978. In the period 1979~80 China's achicvenents can be sunned
up. roughly as follows:

Record good harvests two years in a row., Total grain output in
1979 reached 33,12 nillion tons, In 1980, due to drought in the north
and flooding in the south, there was an estimated 5 per cent decrease
in grain output, although it was another record harvest year; the output
of cash crops like cottom, oil-and sugar-braring crops registered a
10 to 20 percent incr ase ovecr the previous yecar to reach an all time h
high.
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In the last two years, total industrial output valuc increased at
the rate of 8.5 and 8.4 percent respecrively, with the output value of
light industry growing much fastcr than thet of heavy industry. The
share of light industry in the total industrial output value went up
from 43.1 per cent in 1978 to 46,7 per cent in 1980,

The total volume of retail commodity sales registered an increase
of 14,7 and 18,2 percent respectively in the last two years, rcaching
207,100 million yuan in 1980, end unprecedented increasc in the 351 years
of the People's Recpublic.

Over 6,000 enterprises (which contribute 45 per cent of the nation's
total industrial output value) cffected reforms in their econonic struc-
ures, These reforms, which mainly consited of expanding the right of
autonomy on an cxperimantal basis and introducing market regulating
under the guidance of state blanning, have activated the econony,

Jobs havc been found for 26.6 million people in the four ycars
between 1977 and 1980,

4 marked improvemmet in people's livelihood.

In the case of pcasants under collective ownership: Net pércapita
income is estimated to top 170 yuan in 1980 as against 117 in 1977, an
accrage annual increcase of 17.7 for the period. (In the 20 years between
1956 ahd 1976 the annual average increase was only 2 yuan.) The balance
of peasants' bank deposits at the end of 1980 stood at 12,060 nmillion
yuan os against 4,650 nillion at the cnd of 1877, an aversge annual
increase of 2,470 million yuan in the period. (The average annual
increase in 20 ycars between 1956 and 1976 was 163 million yuan, )

In the case of workers and staff members under the ownership by the
whole people: Lverage wage carnings Junped fron 602 , an average annual
incrcase of 60 yuan in 1977 to 781 vuan in 1980, The average per-fapita
income of a worker's stall Hember'ss fanily went up from 186 yuan in
1857 to 395 yuan (pricc hikes which affect the rcal income have not
been deducted, .

Urban housing projects built in the - two years had a floor space
of 140 million square motres, about one-fifth of the total fahoor spacc
of city housing projects built in the previous 29 years,

CAUSES OF FIN/NCILL DEFICITS

~ Despite the excellent econonic situation, there are hidden troubles
ahead. The 1979 final statc accounts showed 17,000 million yuan in the
red; the deficit in 1980 was 12,100 million. AR excessive issuance of
currency inevitably gives rise to inflation. Llthough &he prices for
essential comnodities have always becn under control, those of nany
consumer goods are going up in one way or another. Comparcd with the
previous ‘year, retail prices in 1980 went up on an average 6 per cent
those for non-stapde food, 13.8 per cont. If this situation is not
altered soon. the gains of workers and pecasants made in the past few
years will be forfaited.

While these difficutties have come to the fore only in the past
two ycars, the factors that caused them hove been in cxistence for a
long tinme.

For meny }cars our ecconomic construction has been under the sway
of "Leftist" thinking =-overénxious to make achievenents and going after
things beyond our cspabilities. We have failed to understand that in g
big, poor country like ours wherc peasants nmake up 80 per cent of the
population, prolonged strenous efforts are neoded in raising the back-—
ward productive forces to an advanced level. We have instcad, once~
sidedly gone after unrcalistic, high targets, an excessively high rate
of accumulation and blindly oxpanded the scale of capital constructione

\
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Accuimilation in the Sccond Five-Yoar Plan period (1958—62) and in the
years since 1970, for instance, were over 30 bPer cent of the national
incone., Enormous anounts of noney and naterial resources were chnnelled
into industrial construction on an ever—cxpanding scaleg, especially into
the construction of heavy industrial projects. Then there was the
demage done in the 10 years of turmeil, which caused an even more scrious
imbalance in the the nctional economy (imbalance between accumulation
and consunption, botween cgriculture, light industry and heawy industry
between the base structure and the production structure),

[

UPS LND DOWNS OF SOIE IAJOR ECONOMIC T/RGETS (1953-79)

Percentage  lvcrage rate Lverage rote  Rate of Rate of
Period of accumula- of growth of of growth of increcasc increase
tion in natg- industriel& national in- rof find- of labour

onal incone agricultural come(_) neial re- productiv-
prodyuction % venye ity in cn-
?%5 €2 terprises
‘ owned by
the whole
peoplo()
18t 5~Year

Plan (1953-57) 24,2 10.9 8.9 11 8.7

2nd 5-Year

Plan(1958-62) 30,8 0.6 ~341" 042 =544

Period of Re-—

ad justment : : 1

(1963-65) 22,77 di557 14.5 1907 254

3rd S=Year '

Plan(1966-70) 26,3 9.6 8.4 7 245

4th 5-Year ' Y

Plan(1971-75) 33, 7.8 5.6 442 ~0.3

5th 5-Ycar ‘ ' : "

Plan 1976 31-1 107 "203 ~4 4.8 “8.6
1977 22+7 10,7 . Be3 12,6 841
1978 3645 125 1255 28,2 12,3
1979 33-6 8.5 6-9 "7- 9 6!4

T S

But in the first two Years following the fall of the gang of four
(1977—78), we were still not sober enough to sec the afterffecets of the
10 years of turmoil and the "Leftist" mistakes guiding our thought,
spart from more overanbitious slogans and targets, we continucd to expand
the scale of capital construction., There ElfSie S(ony course, nothing wrong
with the policy decision of inporting advanced technology and using
foreign funds, but due to g lack of experience, these inports werc on too
largec a scale, thus Serving to aggravate our finanecial and cconomic
Predicamcnts., :

These "Leftist™ nistakes were reoctifies at the Thirg Plenary
Scssion of the 11th Party Central Comnittoe held at the end of 1978,
Soon afterwards the Party put forward the principle of read justing the
national economy and demanded a rreduction in the scale of capital
construction. But this principle was ncver followed in real carnest,
&S some cadres still lacked a prover undcerstanding of it. The mcasurcs
adopted in 1979 to raisc the purchasing prices of 18 farm and sidelino
Products and the wages of a part of the workers and staff nenbers werc
correct as they hclped.arouse the nasses initiative and stimulate
industrial and agricultural production., The trouble wes that, simule-
tancous with uplifting the public!s consunption level, we failed to
Scale down the excessively large capitel construcdtion investnents and
other spendings, resulting in financial deficite,
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The aim of the ongoing major recadjustment is to frec our economic
work further from the influence of "Leftist" thinking, to resoclutely
bring down the excessively high rate of accummlation and reduce the
scale whithin the national capabilitics, to get out of the r»cd as
quickly as possible and renmove the latent troubles in our ccononic
development. In other words, to undcrpin our cconomic ‘position bofore
nalding further najor advances.

RFORVARD LND hnf!:EuT{-R“

A RETRELT is a difficult mattb;, especially for revolutionarics
who arec accustomed to advance. (Political ecport of the Central
Committce of the R.C.P. (B), 1922.) This wad what Lenin had said
on nany occasions at the time when Russia was rotrc.tlng from war conm-
unism“to a new cconomic policy. Presently we are in the same difficulty.

For morc than 20 years the "Leftist" thinking and the "Lftist"
line have remained unchallenged, influencing many people from top to
bottom, and becoing an obstinate force of habit., To gect rid of it,
patient persuasion and education are neceded,

RETREATING FOR THE SAKE OF /ADVANCING

Just as therc are-advances and retrcats in a revolutionary procoess,
there are also advancus and retrecats in the course of construction. When
there is the nced to shift from a certain revolutionary pflicy or to
a rreformist policy or to replace ccrtain radical neasures with nodest
oncs because of a mistalke of hasty advance in dirccting the work, or
beccause of a change in the objedtive situation and conditions, .a rotreat
is made out of tactical necds and, to rcvolutionaries, is merely for the
sake of propelling history fox wnrd in a more succcssful way.

It is true that our socialist cconcmic construction has gone
through a number of difficulties, but our cconomic situation today
is nonetheless much better than it was some 20 years ago. ficcordingly,
unlike the forced all-round retrecat in the carly 1969s, there will be.
both advances and rctreats in the ongoing major rcadjustment. In other
words, the prcsent rcadjustment consists of backtracking in some ficlds
to make way for advances in others.

LRELS OF RETREAT

In which arcas arc we to retreat?

¥e will lower the ratc of accumulation bit by bit from over 30 per
cent at prcsent to about 25 per cent. This rate has been proved to be
appropriate in our previous cxporicncc.

~4 retrenchment will also be coffexted in the ficld of capital cons—
truction, the scalc of which is to be rcduced with a firm hand until
it falls within the ncans of the statc. Facilitics and personnel belong-—
ing to projects whosc construction is to be celled off or suspendcd
shall be properly handlcde. Some people will be divertcd to service trades,
conmerce, rcpair serci ces or gtrades requiring a concentrated work
force; others will be transfer8d to projects for environnental protecction
or nunicipal construction; still others and their focilitics will be
used to found rcgular and tochnicel a schools as a kind of intellectual
investrnent. i

~Existing cntcrpriscs which have no adequate conditions of produ-
ction, which have incurred losscs for ycars, which consume too ruch
raw material and whose products arc not wanted on the market, shall
close down, changc their line of production or merge with advanced
entorpriscs. '

~There will be cuts in administrative spending, defencc spending,
in the menagement spending of all governnent officcs, cntorpriscs and
undertakings, Efforts shall be made to increase revenucs and save

funds in every way, to get oubt of the red and to curb inflation and
T s



(65)

Stabilize priccs,

AREAS OF ADV/NCE

During the rcadjustment the following arcas will be reinforced and
developed,

~fgriculture, The policy of agriculturc being the foundation of
the national ¢eonony will be followed in real carnest, There will be
a recadjustnent of the inner structurc of agriculturc., While developing
grain production, a Jdiversifics cconecny is to be promoted to achieve
an all-round devclopment of agriculture, forcstry, aninal husbandry,
sideline production and fishery. Greater offorts will be made to
nodernize the koy grain producing and cash crops arcas.

~Light industry. "Priority will be given to the devclopment of
light industry. Heavy industry should secrve the devclopnent of agruculturc
and light industry; a part of the equipnent and personnel in hecavy
industry will ‘be shiftcd to the production of consumer goods necedsd in
cveryda y life,

~Energy and communications and transport. Our pblicy is to attach
cqual inportance to the developnent of cnergy sources and to energy
saving. At present, in the circunstances where a readjustment inside
the cnergy industry is necessary and where an increase in the energy
supply is imjossible, more attention nust be paid to ccononizing energy
sources, which should include the tcehnical transfornmation of industrial
cquipnent using large amounts of eNorLy .«

—Science, education, culturc and public healthe They must bo
developed as much as possible and there will bec some incrcascs in
spending in these arcas,

—~Further cfforts will be made to find johs for the now labour force
and better prople's livelihood as mich as possible.,

FLCTORS COIDITIONING THE SCALE OF CONSTRUCTION.

UNLIKE the readjustmont in the cerly 1960s, the prescnt recad juste-
nent is being madc by resolutely roctifying the "Leftisth nistakes in
our cconomic work. If we look a back %o the course of socialist constru-—
ction in the 30 years aftor the founding of the People's Republic, we
can readily scc that econonic construction, be it an advance or a rctreat,
is conditioned from first to last by the country'smaterial and financial
ncans (in China, manpower has always been abounant and is no problem).
But it was Chen Yun who first discovered this and came to the conclusion
theoretically,

AN IMPORTANT PRINICIPLE

Early in the Yanan days Chen Yun made bu wei shang not just to listen
to the higherup), bu wei shu (not Just to follow what is said in books )
and yau wei shi épay attention to rcality) his principles in giving
guidance to our work. /And he hinself has always strictly followed those
priniciples. Lfter the counding of the Pecople's Republic, when he was
in charge of China's financial and ccononic affairs, he and his collca-
gues succeeded first in curbing the runaway inflation in 19508 and carly
60s causcd by our hasty advanccs in economic construction. In resol-
ving complicated economic problcms, he is always cool-hecaded and rcale
istic-nmindecd. He takos only appropriate measures, recealihg great
talent in giving lecadership to cconomic work, The regretful thing is
that many of his correct ofononic views wcre not strictly followed. - It A
is only after the criticisn of the "Loftist" thinking in rccent years that
his views have come to bo undcerstood and acceptod by a growing nunmber
of pcople and have becn nade the guiding Principle in our cdonomic work.,
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The principle discussed here, that is, the principle that the scale
of cconomic construction nust be com:cnsurate with the nation's capabili-
ties, was first advanccd by Chen Yun in a spgech he made in carly 1957,
the last ycar of China's First Five—Ycar Plan. With financial deficits
in the previous ycar, 1956, and the country running somewhat short of
goods and materials, he nade the spocch in the light of this situation.

"The scale of construction,” he said, "must be commensurate with the
financial and matcrial rcsources of a country: Yes or no-this is the
line of demarcation between a stable cconory and o non-stable one. In
a big country like ours witk a population of 600 million., cconomic
stability is a matter of utmest inportancc. When the scale of construction
is larger than what the country's finencial and matcrial rcesources can
afford, it means soncthing rash that is surc to lcad to cconomic chaos;
ccononic stability can be achieved only when the two fit together
perfectly. Of course, conservatism is just as had because it holds
back the right snced for construction. But conscrvatisnm can be rcone—
edied ruch norc casily than a hasty advance can bo renedicd. In the
casc¢ of the former, more items of construxtion can be added casily
when therc is plentiful of neterials on hand; but in the casc of the
latter, it will not be that casy to rcduce the scale of construction
which has grown larger than what the financial and naterial resourcces
can afford and, bosides, a tig waste will have resulted in process.”

THE W4YS OF RESTRICTION

Chen Yun also listed ways for avoiding a counstruction progranne
larger in scale than what the nation is capable of . His main points arc:

Undertake construction only when the livelihood of the people has
been well arrangeds Secing that the ein of construction is to better
the pcople's livelihood, he thinks that making good arrangenments for
the peoplet!s livelihood and working for the welfare of the people should
be the major policy in a socialist state. Carec nust be taken of hoth
construction and the people'!s livelihoed; in China, only a strained
equilibriun between the two can be achieved in the main because it is
impossible to engage in very largescale construction and ensurc a good
livelihood at the sane tine.

While incrcasing the production and supply of the ncans of produ-—
ction and supply of the mcans of production, it is neccessary to increase
corrcspondingly the production and supply of the ncans of subsistconce
and maintain a balance betwcen the two.

Lgriculture is a very powerful restricting f orce on the mognitude
of ccononic construction., The pace of agricultural development conditions
the pace of the growth of consumer goods production, the pacc of the
growth of the nation's financial strength, and the pace of the growth of
industrial and urban. population.

Production first, then captial construction. When row materials
are in short supply, their distribution should be made in the following
orders first ensure the production of people's daily nceessities, then
ensure the production of the neccssary mecans of production. 411 that
is lcft should go to capital construction.

4 balance, a slightly facourable onc, rust be struck botween bank
loans and repaynents, Only thus cen therc be an overall balance betwcen
social purchasing power and naterial supplics.

The public purchasing powsr nust be on a par with the consunmer
go0ds available Whils +n-t 5. .1 -= wuau purchasing power which grows
good ilahl

—~wz wiC 1ncrcase of the total wage paments and higher prices for farn
producc should be properly controlled, the purchaesing power which
grows with an increased output of farn products is to be welconed, the
higher the better.
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There must be an overall balance in planning. fhen Yun believces
that only when the cconomy develops in a proportionate way can there be
a recal high speced of development. Lccordingly, a proper ratio should
be maintained betwecen the national income and accunulation, between the
national income and state budgetary revenue, bectwecen the state's bug-
getary expenditurc and capital construction investments. In other words
therc is the nced to achieve the four najor balanccs between financial
revenues and expenditurcs, between bank loans and rcpaynents, betwcon
the supply and dcemand of materisls and betwecen foregin exchange carnings
and spendings .

Planned targets rmust be feasible and be given a range of variations
productive capacity should be calculated in terms of a "short-line"
balance rather than in terms of a "long~-line" balance as "the biggest
lesson to learn" from a "long-line" balance is imbalance. (Thesc are
special Chinese.economic-terms; a short-line means the weak link and
a logg—line the strong link in-production in a factory or in an industry.
~Tr,

From this it can be scen that Chen Yun's economic principle is
based on the Marxist theory of social reproduction and is. Thercfore
in accord with the basic cconomic law under socialism. Our cxpericnccs,
both positive and negative, have borne out the correctness of this
- ccononic principle.

BLAZING A NEW TRATL

This major rcadjustment will eventually do away with the grcat
discord which has long been in cxistence in the national economy., But,
apart from resolutely effecting reforms in the cconomic structure,
we must search for a new way to boest the productive forces if the
cconomy is to be kept on a track of steady, sound development. We nust
first of all, have a perfect knowledge of our national conditions and
capabilities, frece ourselves from the old habit of pressing ahead in
a rash manner, always kecep in mind that we should do only what is within
our necans-in a word, sec to it thatl both production a nd construction
nake steady progress in an orderly way with an eye on the practical
results. This, of coursc, does not preclude a leap forward after some
stecady progress is nade and when conditions permit. But such a leap
can only be the outcome of a steady progress in an orderly way, certainly
not a thing based on wishful thinking to be achieved in a happazard way.

HOW THE ECONOMY SHOULD DEVELOP

In developing the economy, we have in the past actually paid more
attention to capital construction than to production and have had high
accummlation with low efficiency. Our expericnces arc characterzed by
the following phenomena: Kcen on buklding new factories umsing huge
ancunts of funds, materials and nanpower, especially heavy industrial
plants which absory large investments and take a long time to build. .
In the case of many construction projects, preparatory work beforchand
is often inadequate; in some cases, construction gets stated in a hurry
even before therec is an overall picutre of the resources and geological
conditions, Sometimecs, consbruction thus drags on gnd is ncver conmpleted
(known as the "heard-growing" projects): those completed cennot be com—
nissioncd for production on schedule, causing trenendous waste and
yielding poor results. Comparcd with the First Five~Year period, the
return on investnents now made in our big and nediun-sized projects
arc only half as much as beforc while the tine of construction is
twice as long. Little attention is paid to improving menagement and to
the renovation of cquipment and technical transformation in cxisting
plants so that about one-fifth of the enterprises have long been suffering
losses and only mansge to keep things going with government helpe.
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48 sone economists have pointed out, ticse phenonena scrve to show
that sone People have a nisconception about' what is meant by cxpanded
reproduction. In their opinion, which is ong-didecd and harnful, old
Plants can undergo only Sinple reproduction and the way to expond ro-
production lics in building morc new factories. In actual fact, less
investnent is nceded and results are norc quickly realized.when the
productive potentisls of existing enterprises arc tapped through‘
technical renovatio, while bringing about expanded reproduction,

-

4ccenT ON RUNNING EXISTING ENTERPRISES VELL

Econonists hold that in the course of the four nodernizations, we'
8till neecded to build more new fectoriecs and nines, although their
nunbers should beg rigdly limited. We should ‘first of all focus our
attention on how to cperate in a morc statisfactory way the cxisting
industrial and communications enterprisecs (close to 400,000 in numbcy)
This neans expaning production nainly by tapping the protentials of these
existing enterprises, carrying out rational technicel transformation,
lowering the anount of materials consuned, improving the quality of
produts and raising productive efficiency, :

To this end, a number of forceful mcasures are neededs They include.,

Inproving industrial Danagement, setting up a normal order of
production and rigid labour discipline, and introducing an independent
business accounting systen for enterprises; gt :

Reorganizing industrial onterprisos according to the prineiple
of specialization and coordination in production, and developing various
types of cconomic conplexes;

Renovationg equipnent and carrying our te¢chnical transformation
in existing enterpriscs step by step and in a planned way, with prinary
enphasis on tcechnical transformation ained at saving energys

Strenghtening scientific reosearch and technological developnent,
trail—manufacturing and developing new products which are needed on
the nmarket; !

Making the machine-building industry scrve neinly the techniceal
transformation of existing enterprises instcad of scerving mainly capital
construction as bofore; i

Inporting less complete sets of oquipment,vbuying " “dinstead nainly
technology and software so as to cdmbine the inport of technology with
the transformation of the old enterprises;

Establishing o regular cducational systen for workers and staff
nenbers to gradually elevate the cultursl and teehnical level of all
personnel on the payroll,

PROSPECTS

What arc the prospects for our ecconcnic development after the
readjustnent?

The race of development Bay not be very fast because we have to
mainly rely on existing enterprises in developing production, But the
econonic results will be good, with a substainl increase in sicial
wealth and nmore¢ real benefits for the people,

This is the way to handle the relationship between accunulation
and consunption, betwcen developing production and improving the
people's’ living standards., /nd this is the way to achieve a sustained,
steady growth of the ¢conony in a populous country with a wesk ccononic
foundation, 1In short, this is China's only path towards notdernization,

K Hee I
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CHINA'S 1982 ECONOMIC PLAN

Planning is the instrument through which Socialist Sociecties
Scientifically guide their own transformation. A studym of

the ecconomic plan, -- its failures and successes -- 1in a
socialist society indicates the direction of its transformation.
Within thesec Perspectives, the document reproduced below is of
great importance to any one who attempts to study the evolution
of Today's China. This document is the full text of the commu-
nigue on the fulfilment of China's 1982 plan for economic and
social development. It was issued on 29 April 1982 by the State
Statistical bureau, Beijing. The text has appeared in "China
Report", mkay-June 1983, from where it has been taken.

The People of all nationaglities in China, under the leadership of
the CCP and the people's government, continued to implement the policy
of readijustment, restructuring, consolidation and improvement in 1982
and achieved new progress in economic and social development through
a year's hard efforts. Total product of society reached 989,400 million
yuan, up 9% from 1981, Total output value of industry and agruculture
was 829,100 million yuan, 8.7% higher than 1981. Growth in production
brought a brisk market and prices were basically stable., Ptate revenue
and expenditure were in basic balance. The living standards of the
people continued to improve. New progress was made in building spiritual
civilization. The major problems in developmnent of the national
econony vere an excessive increase in investment in fixed assets and use
of funds was not well concentrated; there was no marked improvement in
econonic results in production, construction and circulation; many
places suffered shortages in energy supply and transportation.*

1+ AGRICULTURE

The rural areas continued in 1982 to institute and improve the job
responsibility system which links output with economic benefits,thus
- continuing to mobilize the initiative of the vast number of peasants.
The weather in most places was fairly good. All this contributed to the
good harvest. Annual total output value of agriculture wes 278,500
million yuan, up 11% fronm 1981, far exceeding the planned target of 4%
After deducting the industrial output value of 30,400 million yuan for
enterprises run by production brigades and teams, the total value of
agricultural output was 248,100 million yuan, up 11.2% from 1981 .

Of this, farm crops brought 174,700 nillion yuan, 101% over 1981;
the corresponding figure for forestry was 11,000 million yuan, up 8.5%
for animal husbandry, 45,600 million yuan, up 13.2%; for fishery, 5,100
milliongyuan, up 12,1%; and for sideline production, 42,100 million yuan,
up 12.8p,

The output of nearly all major farm products hit all-time hights
reaching or surpassing planned figures. Total grain output was
. 353,430,000 t, topping the state plan by 6% or 8,7% more than the previous
year and 6.4% over the previous peak figure of 332,120,000 4 in 1979.

*Total product of society is the sum of the total output value of,
industry, agriculture, the building trade, communications and transport
and commerce, including the supply and marketing of materials and
equipment and public catering trade. National income is the sum of the
net output value of the five above-nentioned material producing depart-
nents, All figures for gross national product, total industrial output
value, total agricultural output value and national income cited in the
comminique are calculated in terms of 1982 prices and the rate of growth
over the previous year is calculated with the comparable prices.
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Total output of cotton was 54598,000 t; topping the state plan by 19.9%
or 21.3% more than in 1981. Total output of oil-bearing seeds was
11,817,000 t topping the state plan by 28.6% or 15.8% over 1981, Among
grain and oil-bearing seeds, output of soyabeans and sesame decreased
somewhat due to natural disasters in najor producing areas. The output
of jute and ambary hemp was also less than in 1981 because the acreage
of these crops was cut due to overstocking.,

Out put of major farm products follows:

-

1982 output (t) Increase

over
1981 (%)
Grain 553,439,000 Bl
of which:
Paddy 161,240,000
Wheat . 68’420’000 12.0
Tubers (counted on the bases of 5kg
of tubers equivalent to 1kg of
grain- 26,680,000 147
Soyabeans 9,030,000 ~3e2
Cotton 3,598,000 e
0il bearing seeds _ 11,817,000 15.8
of which: :
Peanuts 3,916,000 244
Rapesced 5,656,000 39,2
Sesane 342,000 -32.9
Sugar bearing crops 43,594,000 . 21,0
Sugar cane 36,882,000 24,3
Beetroot 6,712,000 Sle5)
Jute, ambary hcmp 1,060,000 -15.9
Silkworm cocoons - 314,000 1.0
Tea 397,000 16.0

The nation-wide afforestation campaign developed vigorously.
In all, 4,500,000 hawere afforested in 1982, a 9.4% incrcase over 1981.
The survival rate of saplings improved. The ouzgut of most forestry
products showed increases to varying degrees. ong them, the output
of rubber increased 19.5% and chestnuts rose 7.2%. The output of tung
production. The output of aguatic products in 1982 was 5,155,000 %,
topping the state plan by 18.8% or 11.9% more than in 1981. The total
catch of marine products increasod 11.2% while fresh water products
rose 13.6%.,

State farms built on reclainmed wasteland reported increascs fox
output of most major farm ploducts. Grain output rose 12%; Cotton 19, %
sugar-bearing erops 28%; and milk 12%. But the output of oil-bearing
seeds and pork, beef and mutton dropped State farms produced profits

in excess of 700,000,000 yuan.

The number of farm machines in use contined to increased, especially
of economical and practical small and nedkum-sized farm machines.
Total power capacity of farm machines. reached 226,000,000, . horsepower
by the end of 1982, 6% more than at the end of 1981 . . The nunber—of
mediun-sized and large tractors was 812,000,up 2.5%. The number of
small-capacity and walking tractors was 2,290,000, up 12.3%. The
corresponding figure for heavy-duty trucks was 206,000, up 17.T%; for
irrigation and drainage power equipnent, 76,700,000 horsepower, up
2.3%. A total of 15,130,000 t of chemical fertilizer was applied
during the year, an increase offll3 4%, 0L this fibmro, 0 10
increase was registered for nitrogenous fertilizer, 16.6% for phoso-
phatefertilizer, 39.6% for potash and 217> for conpound Fertilizers.
he total consunmption of electricity in the rural areas was 39,700

£lg

nillion kilowatt-hours. an inncecse of S swer 1681
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1982 Increase
over
1981 (%)

Output of pork, beef and mutton . 13,508,000% Ti1

of which:

Pork _ 12,718,000% 7.0
Beef ' 266,000% 6.9
Mutton , 524,000t 10,1

Milk _ 1,618,000% 25 o4

Sheep wool and goat hair 215,000t 6o 4

of which;:

Sheep wool 202,000t 6.8
Hogs slughtered 200,630,000 hee 2.9
Hogs in Stbck at year end 300,780,000 head 2.4
Large animals gt year end . 101,130,000 head Disl6
of which: _

Cattle 76,070,000 head = 3.8

Sheep and goats at year end 181,790,000 head -342

Forecasts of bag weather by the meteorological departments were
fairly accurate and pronpt, Specialized weather services were streng~
thened, contributing to the efforts by the agricultural and other
departments to take advantage of favourable weather conditions and
Prevent losses from natursl disasters.

II. INDUSTRY

Industrial production continued to rise in the course of readjus-
ment in 1982, Total industrial output value was 550,600 million yuan,
an increase of 7.7% over 1981, topping the planned annual -gorwth of 4%
Output value of industry, which includes rural industry run by .. produ=
ction brigades and tcams was 7.8% over 1981.

The output of 91 of the 100 major industrial products met or
topped the state plans, They included cotton yarn, cloth, sugar,
machine-made paper and paper boards, bicycles, sewing nachines, tele-
vision sets, coal, crude oil, electricity, steel, rolled steel, cenment,
plate glass, sulphuric acid, soda ash, caustic soda, chemical fertilizer,
poer generating ecuipment, motor vehicles, walking tractors and
locomotives. Nine products failed to mect planned quotas, including
beer, household washing machines and tractors. Light industry, which
grew at an average annual rate of 14% between 1979 and 1981 continued
to rise in 1982, Total output value of light industry was 276,600
nillion yuan, 5,7% over 1981, Output value of the food processing
industry increased 9.5%; textile industry 2.3% since the production of
chemical fabrics was Testricted; and the output of daily necessities
increased 7.2%, Many light and textile industrial enterprises paid
attention thorganizing production according to the needs of society.
Quality of products improved and variety increased. Out of major light
industrial products follows:



1982 -y Increase
over
1981 (%)
Cotton yearn 3’354’000 £ ' 5,8
Cloth b 15,350 million metres 7.8
(14,920 million sq.p. (9.4)
Chemical fibres . 517,000: % ~1.9
of which:
Synthetic fibres 575,000 & -2.6
Woolen piece goods 127,000 ,000 m 12.4
Silk 37,100 % ~0.8
Silk textiles . 914,000,000 m 9.5
Gunny sacks .~ 500,000,000 % 16,6
Machine-made paper and paper boards- 5,890,000 t Qe
Sugar 3,384,000 t 6.9
Beer 1,170,000 t 28.6
Salt 16,380,000 t ~10+0
Chemical pharmaceuticals 423,200 © 190
Detergents i 569,000 t 19.0
Bicycles | 24,200,000 38,0
Sewing machines 12,860,000 2348
Watches 33,010,000 14.9
Television sets
of whichs 54924 ,000 9.8
Colour tv sets ‘ 288,000 89.5
Radio sets 17,240,000 =5Te5
Cassette recorders 34471 ,000 124.5
Cameras 742,000 19.1
Household washing machines 2,533,000 97,7
Household refrigerators 99,900 T9el

Light bulbs 1 1,070 million NS

~Hea vy industry total output value in 1982 was 274,000 million yuan,
9.9% over 1981. The upward turn in heavy industry production after
two years of stagnation and decline was caused mainly by increaged
investment in fixed assets and a greater demand for the means of
production in agriculture. Compared with 1981, output value of the
machine~building industry increased 15.2%, that of the building materials
industry rose 14.1%, and chemical fertilizer and insecticides 8.4%.
Thanks to the restructuring of the previous two years, heavy industry
wase able to increase the scope of its services, provide more energy-—
saving product® andmore products for export and to serve the needs of
agriculture and light industry.

Primary energy produced in 1982 was equivalent to 668,000,000 t
of standard coal, 5.7/ higher than the 1981 figure. Despite the
increase, energy production still could not mect the needs for the
development of the national econony.

Output of major heavy industrial products followss



1982 Incregse
' over
1981 (%)
Coal 666,000,000 % 7.4
Crude oil 102,120,000 0.9
Natural gas i 11,930 million ~6.4
i . : cubic metres
Electricity 327,700 million kWh 5.9
of which: '
Hydrocléctricity 74,400 million 13.5
' kWh
Pigiron 35,556,000 % 3.9
Steel : 37,160,000 % 4.4
Rolled steel : ; ; 29,020,000 % 84T
Coke (Machine~made) 33,110,000 % 444
Timber | : 50,410,000 cu.m. 2.0
Cement ' 95,200,000 t 14.8
Piate glass 354460,000 standard 58T
cases
Sulphuric acid _ 8,170,000 t 4,6
Soda ash ' 1,155,000 % 5.0
Caustic soda 2,073,000 % 7.8
Chemical fertiligzer : 12,781,000 % 342
of whichs: —
Nitrogenous fertilizer 10,219,000 t Sl
Phospiate ' : 2,537,000 % 142
. Potash 25 50005% =348
Chemical insecticides 457,000 % ~5.6
Ethylene 560,000 t 12.0
Plastics 1,003,000 % >
Calcium carbide 1,670,000 % 10.6
Outer rubber tyres 8,640,000 18.5
Mining equipment 158,000 % 3T.4
Power generating equipment 1,645,000 KW 1749
Machine tools 100,000 249
Motor vehicles . 196,000 i 11.4
Tractors 40,000 ~24.,5
Walking tractors 298, 000 49,7
Internal combustion engines
(s0ld as commodities) 22,960,000 hp 1446
Locomotives : . 486 22,1
Reilvay passenger coaches . 15153 - ~0.5
Reilway freight cars 10,561 2043
Steel ships for civilian use 1,025, 000 t 1149

As a whole industrial economic results were relatively poor,
although improvements were made in some aspects. Per capitaproductivity
for state-owned enterprises designated to undertake independent account—
ing rose 2,3% over 1981. Turnover period for working funds averaged
2:4 days less Iwenty-two of the 67 major quality indices for industrisl
products rose, and 30 maintained the 1981 level, while the remaining
15 dipped. Forty-three of +the 99 major indices for unit consumption
of materials fell, 26 maintained the 1981 level and the remaining 30
rose. TForty-five of these indices are for unit consumption of energy,
of which 25 dropped, seven maintained the 1981 level and the 13 other
rose. Total cost of comparable preoducts dropped only 0.04%, far from
meeting the originally scheduled target of 2.3%. Turnover in the forms
of profit and taxcs for each 100 yuan of industrial output value
dropped from 25,5 yuan to 24.6 yuan. Some enterprises suffered losses,
which totalled 4,200 million yuan. Warehouse overstocking of some
light and textile industrial goods increased. lMany enterprises
continued to put onesided emphasis on output value to the neglect of
economic results. ;
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ITII. INVESTMENT IN FIXED ASSETS

Total investment in fixed assets of stateowned units came o 84,500
million yuan in 1982, and of urban and rural collectivelyowned units
17,400 million yuan. Individual housing construction investment was
18,100 million yuan.

O0f the total investment in fixed assets of state—owned units,
investment in capital construction accounted for 55,500 milliony yuan
11,200 millionyuan more then in 1981, a 25.4% increase. This outstripped
the readjusted planned figure of 44,500 million yuan by 11,000 million
yuan, Of this, the investment in capital construction from funds raised
by localities topped the planned figure by 5,200 million yuan; and that
from domestic loans, by 3,700 million yuan. Investment coverd by the
state budget was 27,700 million yuan accounting for 49.8f of all ihvest-—
ment in capital construction compared with 56.8% for 1981,

Of the investment in capital construction 54.5% or 30,300 million
yuan was- for productive projects, and 45 ,5% or 25,200 million yuan for
housing, schools, hospitals urban public facilities and other non-
productive projects. Investment in housing amounted to 14,100 million
yuan, 25.47 of the total,

This capital construction investment helped add the ° following
major industrial capacitics: 8,200,000 t of coal, 3,170,000 t of oil,
2,940,000 kW of power generating capacities, 510,000 cotton spindless,
29,000 t of chemical fibres, 346,000 t of sugar, 306,000 t of salt,
59,000 t -of machinc-madelpapdf and “paper-board, 3,1003000 t of iron ore,
180,000t of of steel, 725,000 't of synthetic ammonia, 653,000 t of
chemical fertilizer, 333,000 cum of logs, 2,370,000 t of cement,1,200,000
standerd cascs’of plate glass, 1,680,000 kinescopes, and 751 km of
highway. Annual cargo handling capacity addcs at ports was 21,820,000 t,

A total of 116 large and medium~sized projects and 145 single items
of large and medium-sized projects were completed and put into operation.

Completed energy projects that were put into operation included
the Wujiangdu hydroelectric power station in Guizhou with a combined
generating capacity of 630,000 kW, and the third stage project of
the Suixi power plant in Hubei, Anhui province, with a generating
capacity of 400,000 kW. Single items that were completed and put into
operation included three pSier generating units each with a capacity of
125,000 kW at the Gezhouba hydroelectric power station in Hubei
province, the No.1 power gencrating unit of 350,000 kW at the Baoshan
genera 1 iron and steel plant, the No.1 Poer generating unit of 200,000
kW at the Qinling power plant in Shaanxi province, the Gencun inclined
shaft with an annual production capacity of 1,200,000 t at the Yima
coalfield in Henan province, as well as threc other coal projects each
with a designed annual production capacity of 900,000 t the Taozhuang

No. 2 vertical shaft at the Handan coal mining arca and the Xiandewang
inclined shaft at the Xingtai coal mining area in Hebei province, and
Shihao shaft in the Songzao coal mining arc a in Sichuen province.

Complete projects and single items undertaken by transport and
communications departments that went into operation included: electri=-
fication of the 116-km railway from Yangquan to the northern station of
Taiyuan, 258km of double-track sections of eight railways including
Jinan-Qingdao, Longhai, Beijing-Baotou and Shijiazhuang-Dczhou, and an
added annual capacity of 20,000,000 t of ore at a deep-water wharf at
Beilun port, Zhejiang province.

Complete imported plants that went into operation included: the
Pingdingshan cord fabric plant in Henan designed to produce 13,000 t of
nylon cord fabrics a yecar, the Anging petrochemical works in -Anhui
and the Guangzhou general pertrochemical works in designed cach to
produce an annual averagec of 240,000 t of synthetic ammonia and 420,000 t
of urca, and a colour kinescope factory with a designed annual capacity
of 960,000 tubgs in Xianyang, Shasnxi province.
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Financial_resources Bor capital construction were not used in
a concentrated way. Control of fuhds not covered by the national budget
way incdequafe and construction funds for some key departments were not
guaranteed. Investment in agriculture was 3,400 miilion yuan, 500,000,000
yuan more than the 1981 figure, but the proportion of suth investment
in the nation's total capital construction investment dropped from 6.6%
to 651, investment in the energy industry was 10,100 million yuan,
1,000 million yuan more than in 1981, but the proportion dropped from
20.6% to 18.3%. Investment in transport and posts and telecommunications
was 5,700 million yuan, 1,700 million yuan more, and the proportion rose
from 9.1% to 10.3%. Incestment in education was 2,500 millionuyuan,
300,000,000 yuan more but the proportion droppe& from 5% to 4,5%.
Investment in scientific research was 1,000 million yuan, 100,000,000 yuan
more, but the proportion dropped from 2.1% to 1;8%. Investment in ‘
heavy industry, excluding the  energy industfy, commerce and foreign

trade registered varying increases.

The scale of capital construction was over—extended and investment
excessive, and there were cases of projects not covered by the national
budget that were undertaken at the expense of projects covered. A total
of 71,000 projects were under construction, 11,000 more than the previbus
year., Of this 34,000'were newly-started projects, including some dupli-
cates. Of the 80 large and medium-sized projects that were to be
completed and put into operation in 1982,)thirty-three remained
unfinished at the end of the year. Twenty-four of the 80 single items
"planned for completion and operation in 1982 were not completed on
schedule. Thus capital construction investment yielded less than
satisfactory results, Fixed assets worth 41,300 million yuan were added
in 1982, but only 74.4% of *the assets went into operation as against
86.6% in 1981, The year 1982 saw the completion of 143,570,000 sq.m.
and the proportion of housing completed to the “otal under construction
dropped to 50.5% from 52% in 1981,

Efforts were stepped up to revamp existing enterprises. A total
of 29,000 milliom yuan was invested for renewal of equipment, technical
transformation and other measures in state—owned units, 6,500 million
yuan more than in 1981, a 2% increase. As regards break-down figures
for investment by major economic departments, light industry accounted
for 22,1%, compared to 23.,1% in 1981; the energy industry rose from
25,9 to 24,T%; other branches of heavy industry dropped from 26.2% %o
24,6%; transport, posts and telecommunications dropped from 11.2% to
10.%%; and commerce and foreign trade rose from 3.8% to 4.7%.

A total of 90,000 projects involving renewal of equipment and
other techinical transformation mecasures each regquiring a total
investment of no less than 50,000 yuan were undertaken in 1982, 24,000
more than in 1981, TForty-ecight thousand were completed, 13,000
more than the previous year. These projects played a positiverole
for increasing production, practising economy, upgrading techniques
and improving transportation. Nevertheless, a fairly large part of
this investment was not used for tecchnical trensformation, improved
quality of produvcis. snd conserraion of energy and raw materials,
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Geological work was intensifiecd in 1982, A number of oil and gas
fields and 300 mineral-beéaring areas were discovered and assesseds The
known area of oilfields in the castern regions grew as a result, and
progress was made in genecral surveying and prospecting for oil and gas
in the western regions.: Fairly good results were achieved in oil
prospecting on the continental shelf in the Beibu gulf and the Bohai
Seas Newly-verified rescrves of 14 miherals including coal, petroleum
iron, copper, aluminium, gold, phosphorus and pyrites outstripped the
planned figures, Of these, coal amounted to 71,160 million tons, and
iron ore 1,480 million tons. New Teserves were verified also for 54
other minerals including chromium, tungsten, tin, molybdenum, bismuth,
silver, niobium-tantalum, bluc as bestos, gypsum, graphite, kaolinite
and natural stone building materials, The total drilling footage was
9,500,000 m, exceeding the 1981 figure by 458,000 m. g

S TRANSPORTS POSTS AND TELECOM{UNICATIONS

The total volume of goods transportcd by all means of transportation
was 1,304,900 million t/km, up 7.5% from 1981, Of this, the volume of
railway freight was 612,000 million t/km, an increase of 7.1%; that
of road goods was 94,900 million t/km,‘up 214Tk; that of waterway
cargo was 547,700 million t/km, up 6.3%; and that of air freight was
200,000,000 t/km, up 17.6%. The volume of oil and gas carried through
pipelines was 50,100 middion t/km, up 0,4%., The'volume of cargo
handled at major sea ports was 237,64,000 t, 8.4% morc than the previous
year. :

The volume of passenger travel handled by all means of transportation
was 274,400 million person-kilometres, a 9-8% increase over 1981. Of
this, the volume of railvay carriage was 157,500 million person-kilo-
metres, up 6.9%; the volume of road passengers was 96,400 million
person kilometres, an increase of 14.9%; the volume of waterway
passengers was 14,500 million person-kilometres, up 5.1%; and the
volume of passengers by air was 6,000 million person-kilometres,

a 20% increase.

Posts and telecommunications transactions throughout Ching amounted
to 2,040 million yuan in 1982, topping 1981 by 4.6%. Letters increascd
0.2%, combined circulation of ncwspapers and magazines, 8,1% more
telegrams, up 0,8% and long~distance telephone calls, 6.9% more. The
number of telephones in. urban use increased by 7.9% over that at the
end of 1981, ‘

Departments of tronsportation, posts and telecommunications made
real efforts to improve cconomic results. Per capita productivity
for railway trans.ort enterprises registered a 3,3% increase. The
daily volume of frieight hauled by locomotives averaged 0.3% more than
30981 01Xl consumption by diesel locomotives per 10,000 t/km of
freight volume dropped by 2.9%, But consumption of coal by steam
locomotives per 10,000 t/km of freight rose 0,7% due to internal read-
Justments. A 22,1% inecrease was achieved in the annual profit made by
the entire railway system. Per capita productivity of waterway trans-—
portation enterprises under the Ministry of Communications rose 3.8%.
The annual volume of cargo carried by ships per ton of loading capacity
grew 4,6%, Time in port for foreign trade shipping was shortened from
10.4 days on the average in 1981 to 8.8 days in 1982, Posts and tele~
communications enterprises yielded 31.1% more profit than in 1981,

Railway transportation, cargow=handling capacity at ports and posts
and telecommunications still cannot keep pace with the development of
the national economy. Serious accidents happened in railway, water
and civil air transport, indicating that safety was inadequate,

V. DOMESTIC TRADE

The total value of commodities purchascd by state-owned commercial
departments reached 262,250 millidn yuan in 1982, topping 1981 by 6.2%.,
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This included 85,560 million yuan of farm and sideline produce, up 11.9%
over 1981 (or 9.5% if the rise in prices is exclqded), and 174,620
million yuan worth of manufactured goods, up 3,6%. Purchases of +he
major comnodities surpassed 1981, Among them, the purchases of grain
reached 72,085,000 t, a 14% increase; cotton, 3,413,000 t up 18.9%; :
edible plant oil, 2,930,000 t, up 10.4%; hogs, up 3.7%; eggs, up 5.3%;
aquatic products, up 16.2%; cured tobacco, up 40,8b; sugar, up 10.56;
cloth, up 1.8k; knitted underwear, up 4.4%; sering machines, up 23.8k;
television sets, up 32.T%; and cassette recordcrs 100%.,

The total value of rctail sales in 1982 was 257,000 millionyuan
a2 9.4% increase over 1981 (or 7.3% if the rise in retail prices is
excluded.). Total value of retail sales by state-owned commercial
units was 196,860 million yuan, up 4.7%; the corresponding figure for
co-operative commercial units was 41,440 millionyuen, up 21 .3%; .and
that for individual commercial units, 7,460 millionyuan, up 99.5%.
The total value of retail sales by peasants to the non—agricultura%
population was 11,080 millionyuan, topping the 1981 figure by 23,9%.
The value of retail sales by state—owned commercial departments accounted
for 76.6% of 'the nation's total, compared to 80% in 1981, The value of
retail sales by co-operative units, however, rose from 14.5% to 16.1%;
that by individual commercial units, from 1.6% to 2,9%; and that by
peasants to the non-agricultural population, from 3.8% to 4,3%,

The volume of retail sales for the majority of the major consumer
goods went up in 1982, The increase over 1981 for grain was 10.2%; for
edible begetable oil, 28.47%; for pork, 6%; for €88s, 9.9%; or aguatic
products, 13.,1%; for sugar, 8.9%; for knitted underwear, 8,3%; for
woollen fabrics, 5.9%; for cameras, 17.5%; for radio sets,‘17.9%; for ., .
television sets, 18.3%; for sewing machines, 23.9%; for bicycles, 39.9%
and for cassette recorders, 65,8%. Retail sales of cloth were 1.7% below
1981 . B, the end of 1982, the state—owned commercial units had &b more
goods in’ stock than at the end of 1981,

The domestic market had g Tairly ample supply of goods and gfeater
variety. But owing to changes in market demand and oonsumers' demand
for greater choice, some high-priced goods of inferior quality and
other goods that could not find g ready market were ovcrstocked,’

In 1982, market prices remained basically stable., The purchasing
prices of farm and side-line produce by and large remained the same~-
as in 1981,  But as more farm and side-line produce WaS purchased at
negotiated prices or at higher-than-normal prices for produce purchasing
price index for farm and side-line produce went up 2,2% over 1981. The
1982 overall level of retail prices went up 1.9%. The index for +the
cost of living of the non-agricultural population rose 2% over 1981.
Retail prices of daily consumer goods rose by 2.1%, and the prices of
services 1,4%,

In 1982 retail prices rose 2,1% in the cities and 1e7% in the rural
areas. Among the retail prices for various consumer goods, the price
of foodstuff wont wup 2.,8% (the price for tobcco, alcoholic drinks and
tea, up 16.4%), that of goods for cultural and recrestional purposes,
up 0,2/, pharmaceuticals, up 193%, fuel, up 0.8%, but the price of
clothing dropped 2.1% and goods of dauly use, 1%. Therec was a 1.9%
increase in the retail prife of means of farm production. There were
still cases of disguiscd price hikes and of commodity and service prices
raised at will,

The cost in commodity circulation of enterprises formerly under
the Ministry. of Comerce went up 9% in 1982 from 7.8% in 1981. The
turnover period for circulating funds in 1982, was 15 days longer than
in 1981 and rrofit decreascd 34.42%., The expenses involced in
commodity circulation in enterprises under the 'A11-Ching Federation
of Supply and Marketing So-operatives rosec to 10.5% in 1982 to 9,9%
in 1981, The turnover period of circulating funds was five days
longer and profit deereased 14.2%, This was due to poor managcment
in quite a number of commercial enterprises and the drop in retail
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price of some manufactured goods. Sales of most of the means of production
under state control rose in 1982, Rolled stecl rhse 13.3%, coal T.4%,
caustic soda &, soda ash 6+4%, timber 10,9% and cement 13.1%. Department
in charge of. distributing statc—controlled nmaterials and equipnment improved
cconomic results. Costs for distributing such naterials and equipnment
dropped to 8.2% of their cost in 1982 from 8,9% in 1981 and the turnover
period for circulating funds was 31 days less. But some materials and
equipment were over-stocked and the problem of slow turnover remains to

be solved, bR

VI. FOREIGN TRADE, TOURISM

Customs statistics show that the 1982 total value of imports and
exports came to 77,200 million yuan, a 5% increase over 1981, or a 3.4%
increase if pricc and foreign exchange rate fluctuations are cxcludcd.
Total value of exports in 1982 was 41,430 million yuan, a 12.7% incrcase
over 1981, or a 6,5% increase if price and forecign exchange rate fluct-
uations are excluded; total valuec of imports in 1982 came to 35,770 ni-
1lion yuan, a 2.7% decrease from the 1981 figure, or a 0.3% incrcase if
price and foreign exchangc rage fluctuations are cxcluded. The value of
exports was 5,660 million yuan more than imports.

The proportion of manufactured goods imported dropped to 60.4% in
1982 from 63.4% in 1981; and the proportion of primary products rose
to 39.6% in 1982 from 36.6% in 1981.

A total of 7,924,000 people from 164 countries and regions came to
China in 1982 on tours and visits and for trade, sports, scientific
and cultural cxchanges. There were 764,000 foreigners, a 13.2% increase
over 1981; and 7,160,000 overscas Chinese and Chinese compa troits from
Hongkong and Macao, up 1%. The foreign exchange income from these
sourccs was valued at 1,570 million yuan RMB, a 14% increase over 1981.

VII. SCIENCE, TECHNOLOGY, EDUCATION AND CULTURE

In 1982, 6,264,000 scientists and tcchnicians were working in state
owned units, 9.6% more than in 1981. The number of mnajor research
results in science and technology camc to 4,100 items, 32% more than
in 1981, This included 149 inventions and discoverics approved by the
state, a 24% increase over 1981, The national defence scientific
research departments successfully conducted tests in launching carrier
rockets from submarines., Industrisl and transport departments conducted
rescarch, manufacture or development of new products, new technologies
and techniques. Agricultural departments succeeded in breeding and
popularizing a number of goods trains of crops. All this illustrated
the new progrews in China's science and technolog y. Research work in
social sciences also made. hcadway and contributed to socialist
modernization,

Institutions of higher lcarning enrolled 515,000 students in 1982,
or 36,000 more than in 1981; 457,000 students graduated from these ‘
institutions, 317,000 more than the vprevious year., These institutions
had a total cnrolment in 1982 of 1, 154,000 students, 125,000 fewer
than in 1881, This was because the students who entered college in the
spring and autumn of 1978 all completed their four—tca r courscs in
1982, Work was donc to improve higher cducational programmes for adults
(including TV college courses, correspondence schools, evening |
schools and colleges for workers and peasants), A total of 291,000
new students were enrolled in such institutions in 1982 and 204,000
graduated. These institutions had 644,000 students in 1982, or 108,000
more than in 1981, '

Readjustment and restructuring were continued in secondary schools.
The level of the teachers and educational quality as a whole improved,
but the number of students in some schools deerecased. Middle schools,
secondary technical schools and apprentice schools had 46,844, 000
students, 3,500,000 less than 1981. Agricultural middle schoolsand
vocational middle schools had 704,000 students, 223,000 morc than in
1981 «
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The total number of students in all kinds of middle schools was 47,548,000,
or 3,277,000 less than in 1981. The mejor cause of the declune was the
curtailment of regular middle schools while secondary vocational and
technical education did not develop fast enouch to fill the gap. Some
10,804,000 people werc receiving adult secondary education 2,597,000

more than in 1981, This was because more training courses were arranged
for workers and staff members in enterpriscs, ;

In 1982, there were 139,720,000 pupils in primary schools, 3,608,000
fewer than the previous years. The reduction was due mainly to a drop
in the number of school-age children because of birth control. The
number of aduits recieving prinary education was 7,566,000 in 1982,2,170,000
less than in 1981.

New achievements were made in the building of socialist spiritual
civilization by cultural undertakings including literature, the arts,
filns, the press, radio, television, cultural relics and publications,
and a number of gzood works well received by readers and audiences e
appeared, One hundred and twelve feature films were produced in 1982,
seven more than the previous years One hundred and fifty-five full-
length new films were distributed, 12 more then in 1981, The country
had 140,000 cinemas and other film projecting units, 3,460 performing
art troupes, 2,925 cultural centres, 1,889 public libraries and 409
museums. There were 118 radio sStations throughout the country. 506
transmitting and relay stations, 47 TV centres and 328 TV transmit ting
and relay stations cach with a capacity above 1,000W. A total of
14,000 million copies of national and procincial newspapers, 1,510
million copies of magazines of all kinds and 5,880 million copies of
books and pictures were publiched in 1982, ;

VIII. PUBLIC HEALTH AND SPORTS

New progress was made in public health undergaking after the
health departments restructured both urban nnd rural health organizations.
The total number of hospitael beds for the country reached 2,054,000 at
the end of 1982, and increasc of 1.8% compared with the end of 1981,
The number of professonal health workers totalled 3,143,000, a 4.4%
increase, his included 1,307,000 doctors, an increase of 517, and
564,000 nurses, an increase of 7T.4%. Theo patriotic health campaign
and prevention and treatment of diseases were strenghtened,

News of victory with important break throughs kept pouring in fronm
the sports field in 1982, Chinese contestants at the ninth Asian ganes
won 61 gold medals and China came first in the number of gold medals
and in the total scores Chinese women's volleyball team and sportsmen
in gymnastics, diving, table tennis and badminton won honour for the
notherland in international competitions. A tota 1 of 13 world
championships were won during the ycar. Chinese sportsmen broke II
world records and 120 national records. A4 total of 26,000 sports
neets were held at the country level and sbove. As many as 8,450,000
pPeople reached the 'state standards for physical training'. Mass sports
activities were extensive.

IX. PEOPLE'S LIVELIHOOD

*982 saw a continued improvement in the pecople!s living s*2ndards in
both citics and countryside. A4 sanmple survey of 22,775 peasant house—
holds in 589 counties of 28 provinces, municipalities and autonomdus
regions showed an average annual net income per capita of 270 yuan,
an increase of 15.2% over the previous year after deducting incompara-
ble factors.* '

*In the past, farm produce alloted to commune members by production
teams was calculated at low rates for internal distribution. Recently,
since most parts of China adopt a countract system with the houschold
as the unit, farm produce turncd out by comrune nmembers was all
cdlculated at 1982 state purchasing prices. The factor of price
fluctuations has been execluded in the above listed rates of growth,
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0f those surveyed, the percentage of houscholds with an cverage 500 yuan
of net incone per capita rose to 6,7% from 3.2% in the Precious year

A sample survey of 9,020 houscholds of workers and staff in 47 cities

of 29 provinces, municipalities and automomous regions showed an ;
average annual imcome per capita of 500 yuan which can be uded for
living expenscs, 7.9% increase over the previous year which was 463
yuan. Deducting the rise in the cost of living index, real income

rose by 5,8%,

In 1982, a total of 64650,000 people were given jobs, including

: young people waiting for jobs in cities and towns, other categorics

of people and the Year's graduates fronm colleges, secondary technical
schools and apprentice” schools who are covered by the state Jjob assign-
ment programme. By the cnd of the year, the number of workers aond staff
nembers in state-run and urban colletive units came to 112,810,000, this
being 3,410,000 more than at the end of 1981. O0f these 86,300,000 were
in state.run cstablishments, an increase of 2,580,000; 26,510,000 were
in colléctive establishments in cities and towns, an increase of
830,000, The number of individual labourers in cities and towns Tcached
1,470,000, 340,000 more than at the end of 1981,

In 1982, the annual weges of workers and staff members in the
country totalled 88,200 million yuan, a rise of T.6% over 1981, The
tota 1 for state~employed workers was 70,900 million yuan, 7.4% nore
and for collectively employed workcrs in cities and towns, 17,300
nillion yuan, an increase of 8.1%. Of the total annual wages of
workers and staff nembers in the countryn bonuses and rayments for
work above quotas totalled 10,900 nillion yuan, an increase of 19,8%
over the previous year.

The average annual nonctary wage for workers and sifaff members in
the country was 798 yuen, an incrcasc of 3,.,4% over 1981. Of this the
average annual monetary wage for workers and .staff members in stateowned
units was 836 yuan, 3% above avove the previous year; that for workers
end staff members of collective units in cities and towms was 671
yua-n; U-P 4.579: <

Labour safety work was strenghtened in 1982, The number of de¢aths
of workers and staff members on duty decrecased 4.1% from 1981 and the
number of seriously injured workers and staff nmembers dropped 3,5%.

The total amount .of savings deposits in the urban and rural arcas
wes 67,540 million yuan by the end of 1982, or 29% more than at the end
of the previous year. About half of the total savings deposists
was long-tern deposits of three yecars and nore. . .

In 1982, housing projeccts completed by state,run and collective
units in eities and towns totalled 117,900,000 Sqen., 20,210,000
Sqem. more than in the previous year. Houses built by rural commune
members were about 600,000,000sq.m., the same as +the previous ycar,
In many rursl a reas, because of a lack of overall plamning and strict
control of housing construction there was still serious excessive
use of cultivated land, :

With the development of the national ceconomy, work was strengh-
ened to support the aged, disabled, widowed and orphaned whose liveli—
hood were not assured, The number of those Supported by rural collective
econony reached 2,688,000, a 3,6% increase over the previous year,
Of these, old people in homes for the aged was 138,000, an increase
of 20% over 1981. There were 864 social welfare institutrs and
children's welfare institutes in citics and bowns, taking care of
62,000 people.

The main problems for Peoplets living standards arc: some enter—
prises still issued eéxcessive bonuses and subsidics; some people with
low income still have a rather difficult life; housing for part of
the workers and stafs members is still fairly crowded.
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X. POPULATION

Population by the cnd of 1982 was 1,015,410,000 which was 14,690,000
more than the previous ycar's figure of 1,000,720,000,%

According to a sample survey of 556,188 people drawn at randon
from 3,503 production tcams (residence groups§ in 1,057 people's

communcs (stroots) of 312 countics (cities) of 29 procinces, municipalitics
and autononous regions, the birth rate was 21.09/1;000, the mortality

rate was 6.60/1,000 and the natural growth rate 14.49/1,000&:

*Figures for the population of 1981 and 1982 include that for
servicemen., :
+None of the figufes in the conmunique include those for Taiwan province,

SOURCE: CHINA REPORT sVol.XIX No. 3, lay-June 1983, pp.43 to55
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MAO TSETUNG' S CRITIQUE OF SOVIET ECONOMICS (e3)

A S USMEM-L'R Y

The writings of Muo Tsetung brought togcther under the title

" A critiquec of Soviet Economics" y date from the period during
and immediately after the Great Leap Forward, a time when the
Chinese Revolution began to break decisively with the Soviet
Union and its model of development.With the Great  Leap, a
distinctive Chinese road to socialism cmerged.But it was a
road paved with a decade of controversy over the course of
China's socialist development. At the heart of many of those
disputes within the Chinese Communist Party was the question of
the applicability of the Russian experience to building Socia~-~
lism in China.
"A critique of Soviet Economics" reveals the insights of Mao

on the path which China should follow. These texts of Mao
are most crucial documents without which one cannot grasp

the basic issues at stake in the new developments taking

place in today's China as well as in the controversies and
debates that are going on. : '

We reproduce here a summary of Mao's critique of Sovict
geconomics by James Peck, an acknolwdge competence on the
subject.This summary had been written as an introduction

to Mao's critique of Soviet Economics published by the Monthly
Review Press and reproduced in the Indian Edition brought

out by the Progressive Publications , New Delhi.

THE SOVIET MODEL

Throughout most of the history of the Chinese Communist Party, controversy
over how to deal with the experience of the Russian Recvolution has been

at the heart of what the Chinesc call the "two-line struggle". From its
founding din 1921, conflicts within the party have in one way or other
been linked to individuals who favored the orthodox Russian conception

of revolution. The defeat of Ii Li-san in the 1930s, Wang Ming in the
1940s, Kao Kang (Gau Gang) and P'eng Teh-huai (Peng Dch-huai) in the
1950s, and Liu Shao-Ch'i (Liu Shau-qi) in the 1960s have all entailed
controversies over the nature and applicability of the Soviet model.

Until 1949, these disputes in China focussed on the appropriatc strategy
and tactics of the revolutionary struggle for power, the naturc of the
mass line, and the correct way to apply Marxism-Leninism to the concrete
conditions of China. Stalin only reluctantly tolerated the methods and
innovations :cgocirted with Mao and his followers, especially as they
were worked out during the years in Yenan (1937-1945). In the 1940s, he
even opposed the successful struggle for liberation."The Chinese revolu-
tion won victory", Mao later said, "by acting contrary to Stalin's will...
If we had followed Wang Ming's, or in other words, Stalin's method, the
Chinese revolution couldn't have succeeded" (1) .

With Liberation however, the Chincse saw the Sovict Union as the model
for socialist development. Mao ‘had warned his colleagues in 1949 that
"our past work is only the first step in a long march of 10,000 1i" —
"a brief prologue to a long drama'.(2)

(1) Mao Tsetung, '"Tlaks at the Chenghu Confercnce. T: 1k of March lo,
1958", in Chairman Mao Talks to the People. Tlaks and’ letters,

1956+1971,73d. Stuart Schram (new York, Patheon,1974),p.102

(2) Mao Tsetung, "Selected works of Mao Tsetung, Vol.IV (Peking
Foreign Languages Press 1965) vp. 422 and 374,
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Yet din these carly days, there was no model of socialist development

other than the Russian, with its reliance on elite-planned and burcau-
cratically administered programs of cconomic development which unduly subor-
dinate the nceds of the countryside to the demands of hecavy industry.

The Sovictt Union, despite all, was a society which had achieved industria-
lization and collectivization, key goals-of all the lecaders of the Chinese
Communist Farty. The Soviet victory over fascism in the Seccond Wlorld

War was to many Chinese leaders proff of the success of that society. And

at a time of intense American Government hostility, a U.S.-backed blockade
and bombing of its coast, and later a world-wide edonomic embargo, it was

quite natural that China leaned toward the Soviet Union in its defense and
economic policies.

"In the early stages of Liberation ", Mao writes,”" wc had no cxperience
of managing the economy of the entire nation. So in the period of the
first five-ycar plan we could do no more than copy the Soviet Union's
methods, although we never felt altogether satisfied about it" (1)
This growing dissatisfaction focussed around three main aspects of the
Soviet model <
1) "primitive socialist accumulation'(2) at the expense of the
peasantry; ;
2) a thcory of productive forces and the dictatorship of the
poletariat 3

3) a conception of the Communist Party in China.

PRIMITIVE SOCIALIST ACCUMULATION AT THE EXPENSE OF THE PEASANTRY

A chinese slogan of the early 1950s, "the Soviet Union today is our
tomorrow" capturcs the spirit with which many Chincse understook to
copy Soviet methods . China's first five year plan was notable for its
almost exclusive reliance on heavy industry, highly centralized,bureau-
cratic methods of planning; and little emphasis on light industry and
the production of consumer goods. The peasantry was considered largely
as a source of savings. Powerful centralized economic ministries were
established in Peking.They introduced rigid hierarchical systems of control
and " one-man management" in the factories, and relicd®Righly - paid spe-
cialists alonec to direct them. To stimulate productive activity and moni-
tor enterprise performance, material incentive were widely promoted.

The Soviet union actively encouraged such deveclopments . And China's
relations with thé socialist world after 1949 quite naturally entailed
giving a priority to those areas wherc cooperation was casiest and m®EX
most meaningful ! heavy industry, an educational system designed to
train professionals and technicians to administer the Soviet-style
Five Year Plan § the spread of professionalization in the armed forces.
Indeed, what was happening in the people's Liberation Army symbolizes
what was happening throughout the urban areas of China- With the
adoption in February 1955 of the "Regulations on the Service of
officers", the Chinese officer corps acquired thc trappings of a regular
army.And in introducing a system of ranks, titles and widely divergent
pay scales for officers and enlistcd personel, thc PLA was turning its
back on the informal,egalitarian ,and democratic character which had been
molded in ycars of rcvolutionary warfare.

Opposition to this rapid ”Sovietization" was not far below the surface

even in these early days after Liberation.Many cadres were uneasy about
the party's turning its back on the cgalitarian traditions of Yenan.

Others, including such leading members as Liu Shao-ch'i, came to oppose
the concentration of economic power in the ministrics in Peking, and the

(1) Mao Tsetung, Selected works of Mao Tse Tung, Vol. IV (Pecking
Foreign languages Press,1965) pp. 422 and 374
(2) Mao Tsetung, A critique of Soviet Economy, p. 122
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highly centralized planning apparatus which they saw as threatening

their conception of the role and authority of the Chinese Communist Party.
In subsequent yecars, as some of the ministries wert mmde less bureaucratic
and planhing less centralized after the mid 1950sm the party did expand
its role. Onc.man management systcms were to give way to greater party
involvement in the running of the factories. With the Great Leap Forward,
the party also grecatly increased its role in the rural areas.

Many party leadcrs, thercfore, were not opposed to some of the criticism
which Mao bhegan to rais¢ about the dangers of copying the Soviet model.
Yet for Mao, their ctiticisms did not go to the heart of the problem.

In evaluating the application of the soviet model din the early 1950s

Mao ‘began to warn of the dangers it posed to the revolutionary transfors
mation of the countryside. The growing gap between town and country, he
argued, was reinforcing ingrained habits of looking down on those engaged
in manual labor, cespecially pecasants, an attitude that in turn nurtured
burcaucratic and clitist methods of leadership. And Mao fecared that the
growing reliance on industrial and technical develpgent concentrated

in the cities at the expense of pushing the social revolution in the
country side would exarcerbate the very contradictions that had to be
overcome to transform China into an industrialized socialist society.

In July 1955, Mao insisted that development in the cities and rural
areas were dintricately interrelated: " We must on no accouht regard
industry and agriculture , socialist industrializatlion and the socialist
transformation of agriculture as two separate and isolated things and
on no account must we emphasize the one and play down the other'! 1 )

But not until April of 1956, in his speech "On the ten Major Relatioh-
ships'" did Mao directly challenge the Soviet Model's reliance on primitive
accumulation at the expense of the pcasantry.

Mao sharply criticises the Soviet's "lopsided stress
on heavy industry to the neglect of agriculture and light industry"(2).
Calling for a rcduction in the absolute priority given to heavy industry,
he argucd that incrcased investment in light industry and agriculture
serves the daily necds of the people while actually speeding up the
accumulation of "capital" for heavy industry. To implement this proposal
Mao urged local authorities to take greater initiative,criticizing the
Soviet Union for " concentrating everything din the hands of the central
authorities, shackling the local authorities and denying them the xxg
right of independent action" (3). Administrative costs had to be cut, the
staff of the national bureaucracies slashed by two-thirds. Unified
planning and discipline under a strong center were still essential, he
insisted, but this was not the same as the domination of ministries
administering a Soviet-style centralization ' .

In this way ,Mao went on to challenge the very basis of the Soviet
method of gccumulation from the peasantry.The Russians had made 'grave
mistakes" in handling the peasants and taken measures which "squecze

the peasants very hard". Their methods of accumulation '"had seriously
dampened thc peasants'enthusiasm for production. You want the hen to

lay more eggs and yet you don't feed it, you mnht the horse to run
fast and yet you don't let it graze.What kind of logic is this 2 " (&) .

On no account, Mao was saying, would the Chincse follow a development
strategy for which the peasants had to pay the cost. Nor could China sim-
ply drain the surplus from the rural areas, as Stalin had done in the
1930s. Unlike what both Soviet orthodoxy and bourgeois ecconomists then
claimed, the "capital" could not come from any prcexisting source of
surplus in the rural areas. For precious little "capital" existed. Instead
of taking the surplus from the rural arcas, therefore, Mao afgucd that
the Chinesc labor force, agricultural and industrial alike, had to
significantly increase its productivity. In this way, a truly industria-

(1) Mao Tsctung "On the question of agricultural co-operation™
in Sclected Readings from the works of Mao Tsetung (Pecking foreign
language Press, 1971) p. 406
(2) Mao Tsetung "on the ten Major Relationships'", Pcking Review 20,no 1
(January 1, 1977) . Althoug * . various unofficial versions of this spee
have long been available, this version is the first officially released On
(3) Ibid. p. 16 (h) Ihids ps 154
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lized socialist society could develop. The worker-pcasant alliance would
be strengthencd rather than torn apart by a sharp clash between rural and
urban interests. And by avoiding the imposition of a special burden on the
Pcasants a powecrful rcpressive state apparatus would not be needed to
extract surplus production.

ten : :
With his specch "On the major relationships" , as Mao later said, we
"made a start in proposing our own line for construction" (1). Mao for

the first time clearly rejected the idea of development rhrough a privi-
leged sector (hcavy industry, and only later the other scctors) and
distinct phases (first in material progress and only later in social
relations and ideology). The entire nation, he insisted, must undertake a
massive commitment to social,political, and economic unification that,
like in the methods used in the years in Yenan, would la&ave none behind
and not bencefit a few at the expense of the wmany. In this pathbreaking
analysis on the contradictions in China, Mao firmly opposed any plans that
would create new divisions in a nation already scverely torn by imbalances
between the various regions, between various social classes and groups,

between the center and the regions, between the political and social
spheres,

THEORY OF PRODUCTIVE FORCES AND THE DICTATORSHIP OF THE PROLETARTIAT

While pointing out the dangers of blindly copying the Soviet model
of accumulation, Mao was also criticizing another, closely associated
aspedt of that model, its theory of productive forces. Essentially,
this theory, as it was formulated in the Soviet Union during the years
of Stalin's lcadership, maiteined that state ownership of the means of
production, together with a rapide growth of the forces of production,
opens up the socialist road to communism. The dictatorship of the pro-
letariat guides the development of the forces of production, while
repressing the old ruling classes and defeating their inevitable counter-
revolutionary attackes on the new order.

For the pcasants and the workers, the dictarotship of the proletariat
is held to be a genuine democracy.The abolition of private property
and other forms of class society is argued to have ended all cxploitation.
Since exploitation is argued to be impossible under such new conditions,
the hicrarchy,subordination, and disciplingéng of the workforee, even when
it appears to resemble sophisticated capitalist methods, is seen as merely
the adaptation of rational patterns of work.

With the dying of the old bourgoisie and feudal ruling classes, the
development of the forces of production and the continuous elevation
of the standard of living of the masses, class struggle will diminish in
intensity and cventually disappcar.Were it not for the international
struggle wkxzgkx with capitalism, the state itself would"eithier away'".Even
though the state docs remain as an apparatus to fight external enemies,
the transition to communism can be worked out internally, dependent only
on the development of the forces of production.

In cssence the Stalinist theory of productive forces redueed the

concept of the capitalist mode of production to little more than
the system of private ownership of the means of production. And conse~

quently, once political power is seizedd and a system of public ownership
of the means of production instituted, no thought need be given to a
thorough going socialist revolution on the political and ideological
fronts. The creative role of the masses and mass campailgns are viewed

as dnachornistic, the struggle to refashion one 's world is ignored.

Mao's attack pn this theory of productive forces grew out of the

lessons he had learnt about revolutionary transformation during the years
of guerilla warfare. The distinctive featurcs of the Yenan model are well

(1) Mao Tsetung, "Talks at the Chengtu Confercnce" p. 101

(2) John G.Gurley, "China's cconomy and the Maoist Strategy,(New York ,
Monthly Review Fress, 1976) provides a valuable analysis of the

formation of Mao's economic strategy from 1927 to 1949.
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known self=reliance, decentralization, antagonism to bureaucratism and
elitism, collective aims and discipline, nonmaterial incentives, and the
Participation of the masses in all aspects of social and economic acti-
vity. Development was comprehensive, designed to bring up all secitors), not
just a chosen part. '

Out of the struggles for revolutionary land reform, Mao argued ,the
peasants' political consciousness had been raised through the mass line

and the development of new cooperative work relationship. By changing

the relations of production and encouraging the growth of new attitudes

and ideas, rural productivity was increascd.The party itself was only

a part of the process, not, its master.. For like the pPecasants, its members
were molded through a process of continuous, step-by-step trmnsfor,ation.

Mao-s strong advocacy of rapid collectivization in the years after
Liberation was predicated upon this experience of developing the ‘productive
forces through a stcp-by-step transformation of every aspect of rural lifes,
Thus he criticized the idea of "mechanization first,cooperative later ‘onity
arguing instcad that colléctivization could and should precede mechanization
of agriculturc. Social transformation, followed and increasingly sup-
ported by technological changes, would releasc the productive forces
while decrecasing polarization in the countrysidc.

Many lecading party officials, influeced by the Scviet model's reliance
on the theory of primitive accumulation, opposed Mao's call for deepening
the rural revolution in the early 1950s. Liu Sho-Ch-i reportedly criti-
cized as "utopian agrarian socialism" the attempt to promote dooperati-
vization before there was an adequate supply of agricultural tools and
sufficient mechanization. Nor was Liu alone in his doubts. Remembering
what had happened in the Soviet Union, many party leaders feared the
that accelerating collectivization in China would lose them peasant
support and disrupt their cconomic pians. As Mao commented in July 1955

"Some comrades have found in the history of the Communist Party of the
Soviet Union grounds for criticizing what they call impetuosity and
rashness in our present work of agriculturel cooperation...but on
no account should we allow these comrades to usc the Soviet expe-
rience as a cover for their idea of moving at a snail's pace " (1)

This debate was not just over the pace of collectivization, However ,
Mao percicved that behind the opposition to his policies was a more

fundamental opposition to continuing class struggle and revolutionary
methods of social transformation. In june 1953 he warned party leaders
that the transition period to socialism was "filled with contradictions
and struggle. Our present revolutionary struggle is even more severe than
Past army revolutionary struggle. This is a revolution to bury one and
for all capitalism and all exploitative systems" (2)

Yet rather than demostrating an ability to lcad such revolutonary strug-

gle, Mao saw numcrous party leaders lagging behind the mass upsurge in
the countryside. ‘

"Some of our comrades are tottering along like a woman with bound

feet and constantly complaining,' You're going too fast'. Excessive
criticism,inappropriate complaints, endless anxiety, and the erection of
countless taboos == they believe this is the proper way to guide . the
social movement in the rural acas " ( 3)

If Mao. saw the campaicn fou accelerating collectivization as a
testament to the mass line and the need for revolutionary struggle
many party officials argued that successful collectivization set the stage
for & new era in which such methods were no longer necessary.

(1) Mao Tsetung "On the question of Agricultural Co-operation" p.407
(2) Mao Tsetung, "Refute Right Deovaationist views that depart from the
genral line" , VSelected Works of Mao Tsctung, Vol. V (Peking

Chinese language Press, 1977) Trenslated from the Chinese.

(3) Mao Tsetung, " On the question of Agricultural Co-operation" p. 389
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Thus even as they began to support Mao's position on primitive accumulation
as expressed in " On the ten major relationships™ , Liu Shao-=Ch'i and
other Party Leaders concluded that China's collectivization had progressed
to a point where the development of the productive forces required that
"the principal method of struggle' could no longer be "to lead the masses
in direct action" (1) ,Sa Liu Shao~Ch'i siad at the Eighth Party Congress
in September 1956 ¢
"Now, h~-wever, the period of revolutionary storm ands stress is past,
new relations of production have been set up and the aim of our
struggle is changed into one of safeguarding the successful deve-
lopmment of the bproductive forces of society, and thus
a corresponding change in the methods of struggle will consequently
have to follow..." (2)

With the collectivization of agriculture and the public ownership of
the means of production basically accomplished by 1956, Liu and others
stressed the need to focus all energies on promoting the productive
forces.This they did in a way deeply marked by the Soviet model of
development.For by maintaining as the Eighth Party Congress resolution
stated that "the essence of contradiction in socialist society is a con
tradiction between the advanced social system and the backward social
productive forces'" they turned their backs on the need for a simultancous
and interrelated socialist revolution on the political and ideological
fronts. Revolutionary struggle, they believed, would not unleash the
productive forces, but would only undermine the necded stability for their
rapid growth. Periods of acute =k class struggle were no longer essential
to create the nce cooperative organisations and attitudes favorable to
economic growth.The "advanced social system" already existed and needed
only to be consolidated.

In 1956 and 1957, Mao had himself argucd that the turbulent class
struggle characteristic of Previous revolutionary periods had in the main
come to an end. But unlike other party leaders, he insisted that "the class
struggle betwcen the different political forces, and the class struggle in
the ideological field between the proletariat and the bourgeoisie will
continue to be long and tortuous and at times will even become very acute'(4)
Thus he soon came to reject the Eighth Party Congress resolution that the
contradiction in socialist~society was between the "advanced social system?

and the"backward social productive forces" . Thather hec aregvedstihatas

the basic contraddctions in socialist society are still between the
relations of production and the productive forces y and between the
Ssupcrstructure and the economic basc sesos8urvivals of bourgeois
ideology, burcaucratic ways of doing things in our state organs, and
flaws in certain links of our state institutions stand in contrast
to the economic base of socialism (5)

There were thus serious weaknesses ig the "advanced social system"
which has to be struggled against. In esscnce, Mao insisted that only

continued struggle could combat the powerful hold of bourgeois ideology
and bureaucratic ways of doing things. The seizure of the state power and
the public owncrship of the means of production, therefore, werec
insufficient for the building of socialism. By themsclves, they

could not sonsolidate the Bains made. The mere growth of the economic

base sould not automatically eneender the Yery attitudes and .
organizational forms necessary . " both to drive the revolution forward
and unleash the productive forces of the masses.

(1) Liu Chao-Ch'i "The political recport of the Central Committee of the
Communist Party of China to the Eighth National Congress of the Partyn
in "gighth National Congress of the Communist Party of China" Vol.I
Documents ( Peking, Foreign Languages Press 1966) p. 82

(2) Ibid.

(3] "Resolution of the Sth National Congress of the Communist Party of

China™, in "Eighth National Congress of the Communist Rarty , Spehlil6

(4) Mao Tsetung, " On the corrcct handling of contradictions anong
the people™ , in "Selected Readings from the Works of Mao Tsetung
L £z
p. 463,

(5) Ibid. p. 44344

o,
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in his critique, Mao spells out for his party collegues what he saw
as the long term consequences of such an exclusive emphasis on building
up the conomic base. As Mao notes ~"in many ways (mainly production) the
Soviets continue to progressm, but with respect to the production relations
fundamentally they have ceased to progress "(1l) .By resisting revo-
lutionary social changes and not working to transform the basic relations

among eogle in production and society as speedily as possible, the Soviets
ensured that no qualitative changes occured at all.The redlatilonsiof

production were all but frozen.By excluding the creativity and initiative
of the masses, the Soviets could not develop the new attitudes and

organizational forms necessary for a socialist society and the transition
to communism.

Indeed, at the hecart of the Soviet Theory of productive forces, Mao
argued, was a profound fear and distrust of the masscs and mass struggle.
This we- whot the Soviet Political Economy test and Stalin's
Economic Problems of Socialism" revealed in their preoccupation with
the base at the cxpense of the superstructure. For Mao, a host of closely
related Sovict position flowed from this preoccupation 3 disregard for
the masses as the creators of history and a reliance on planncrs preo-
ccupation with technology and expertise; confidence in hierarchy and
one-man management , reliance on material incentives, and a total lack
of interest in the transformation of an individual's worldview. The end
result was the growth of a powerful bureaucracy and burcaucratic apnaratus
completely alienatcd from the masses.

» CONCPETION OF Tii COMMUNIST PARTY

Mao's denunciation of such burcaucratic ways ran throughout his entire
- revolutionary carccr.But with the seizure of state power NMao faced the

questions for which he found no answers in Soviet revolutionary experience.
How, for example, was the party to reotain its intimate ties with the
Masses when the tendency toward bureaucratic methods and gelite privilege
was so pewerful ? How was the revolution to be continued after state

power was seized and the means of production brought under public owner-
ship ?

Khruschev's attock on.Stalin in February 1956 pointedly raised such
questions for Mao and othecr Party leaders. Although the Chinese Communist
Party sharply criticisecd Elruschchev's lack of a cogent theorctical
berspective for evaluating Stalin, at the same time the dangers of
Stalinism werc not dismissed. In the first official Chincse Communiss
Party response in April 1956, the party strongly reaffirmed the mass line
and warned-of the dangers of its neglect when a communist party was in

power
"the personnel of the Party and the state, besct by burcaucratism
from many sides, face the great danger of using the machinecry of
state to take arbitrary action, alienating themselves from the
masses and collective leadership, resorting to commandism and vio-
lating Party and State democracy." (2)

As Mao argucd in "on the correct handling of thc Contradictions among
the people" therc are "contradictions between the government and the
people in socialist countries."(3).By always talking about unity and
consolidation, the Soviet Union was actually blocking the corrcct re-
solution of the various contradictions in society, impeding the develop-
ment of socialism.The real problems facing society rcemained hidden. And
a convenient idcological cover for bureaucratic ddomination was created.

(1) Mao Tsetung, A‘Critique of Soviet Economics p. 101

(2) Chinesc Communist Party, "The historical expericnce of the Dictattor-
shin of the Proletariat" ( Peking , Foreign Languages Press, 1959)

(3)Mao Tsclung "On the corrcct handling of Contracictions among the
"People",” p. 434 . ‘
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But while various party lecaders warned of the dangers of burcuamracy
and spoke of the mass line, there werc very pronounded differences in
how they understood them and the role of the Communist Party.

Liu Shao-ch'i was often labeled in the Chincsec Fress during the cultural
Revolution ad the main 3 " .J ideological critic of Mao's view on the
Mass Line. If so, he assuredely had significant supprt for his views,
his position in nany ways followed the conception of the Communist Party
as 1t was ecnshrined in offical Soviet doctrine. For Liu, the party, and
only the party, could see what was necessary and could see to these
necessary changes. To the masses, it would appear as a united selflessly
dedicated organization. Purity of devotion and ideological orthodoxy were
the ultimate safeguards for the ability of the party 'to act correctly
on behalf of the masses. Only after its members had been thaught 2"how to
be good communists'" could the party cffectively help the masses to solve
their problems. A selfless party elite should thus be above external
supervision, its mistakes could be satisfactorily rcctified through intra-
barty channels. As Mao said in thé fall of 1957, ""Some secem to think that
once in the Communist Party, people all become saints with no differcnces
or misunderstandings, and that the Party is not subject to analysis, that
is to say, it is monolithic and uniform ..." (1)

At the heart of Mao's disagreement with Liu's orthodox conception of
the Communist Party was his insistence that the party itself is only an
instrument involved in, but not dominating, the dialectical process of
continuous revolution. Knowlcdge, he points out in the critique, is not
first the exclusive domain of the party elite. The party does not stand
outside the revolutionary process with foreknowlcge of its laws. " For
pbeople to know thc laws they must go through - . a process.The
vanguard is no exception'" (2). Only through practice can knowledge deve-
lop ;5 only by imuersing itself among the masses can the prarty Xzxk
lead the revolution.

Throughout the history of the Chinese Revolution, Mao criticized those
who belicved exactly what had to be done and relied on Marxism-Leninism
as an abstract docrine filled with ready-made answers. Revolution, Mao
insisted, is an extraordinary painful and difficult process.There
are no casy answers , no laws which can be simply applied.As he argues
in the critique, years of arduous struggle had been neccessary before the
correct methods cmerged to enable the Chinese revolutionaries to win the
brougeois=-democratic phase of the revolution.The building of socialism
and communism would require an equally arduous struggle.

Mao saw the masses as the real creators of history, those from whom
the Communist Party had to learn. Mistakes and setbacks would emerge in
any mass struggle , revolution is sometimes brutal and violent.But the
¢reative breakthroughs which lead to new cooperative methods and attitudes
only come out of revolutionnary struggle.This was how the sovicts had
®rx® emerged in the Russian Revolution, Mao maintaincd, and how the
communcs developed in China. Nor should one fecar failures. " Pecople must go
through practice to gain results, mect with failures as problems arise ;
only through such process can knowledge gradually advance!" (3). Failures
correctly analysed, arec often illuminating as much as successcs. By
studying thosc which occured in the Great Leap Forward, for example,
Mao sought to uncover the guidelines with shich consolidation of the communes
could be accomplished.

No leadership, in short, can create the new social forms and political
and economic innovations out of its own heads, then apply them through
administrative decree. New forms and methods will cmerge, Mao insisted, if
cadres and the masses are allowed to experiment, if they arc mobilized and
encouraged by a party leadership willing to lcarn from their potential
breakthroughs and capable of both shaping and being shaped in the process.

(1) Mao Tsetung, "A dialectical approach to Inner-Party Unity", in Selected
Works of lao Tsetung, Vol V (Peking Foreign Languages Press,1977)p.515

(2)Mao Tsctung, A critique of Soviet Economics, p. 73

(B g s .72,
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As lao said during the period of accelerating collcctivization in 1955
"Both camdres and peasants will remold themsclves in the course of the

struggles they themselves experience.Let them go into action and learn while
doing, ‘and they will become more capable.!" (1)

Unlike Liu Shao-Ch'i, thercfore, Mao ncver saw ideological devotion and
intraparty rectification movements as sufficicnt to maintain the rcevo-
lutionary role of the party. Only by being immerscd in the masses, sub-
Ject o ithedis criticism, and sensitive to their nececds could the party truly
combat burecaucracy, privilege, and elitism. And since for him the party
did not stand above society, Mao came to sec the contradictions within
the party as 3 " - intrincally interwoven with those in the
society at large. In his cditing of "Socialist upsurge in China's country-
side" in 1955.Mac first mentioned the theme which he was to raise in the
critique and elaboratce further in later years. There is a practice, he then
warned,”prevalent almost to the point of being universal: right opportunists
in the party ,working hand in glove with the forces of capitalism in
society, are preventing the brad masses of poor and middle peasants from
taking the road to the formation of cooperatives'"(2). The emphasis on
rights in the party linked to social forces was to undercut further
the orthodox Soviet conception of the party and was used in the coming
years as another rcason for deepening the mass-line conception of politics.

GREAT LEAP FORWARD

Mao's writings in this critique of soviet economics can also be
read as an analysis of the Great Leap Forward. Herc for the first time
in his known writings, Mao is extensively exploring the process of
uninterrupted revolution and the nature of the transition to socialist
and communist society (3).In so doins he defends the Groat Leap against
unfounded attacks both from within and outside the party. At the same time
he is secking to claborate %lke context within which the Great Leap's
negative features can be corrected and its positive aspects preserved.

These writing can be rcad for the fine insights they give in the way
Mao understood his own mcthods of study. He docs not start from rules,
brinciples, Marxist laws or acsured definitions, " a methodology Marxism-
Leninism has always opposed" (4., Only through concrete investigation can
new principles be discovered. Irdecd, one of his strongest criticism of
Stalin and the Soviet political economy text is that "it does not pro-
ceed from concrete analysis of the contradictions between the mecono-
mic base and the superstructure. Tt always procecds from general defi-
nitions and general conceptions. It gives definition without giving
reasoned explanations. (5)

Thus, Mao studies Stalin's'BEconomic Problems of Socialism'"in order
think through specific practical and theoretical problems facing China,
in this case the creation of the communes.With their creation as a new
unit = in socicty, analysis of how production and exchange should be
carried out within and between communes and other units was a pressing
necessity. Therefore, Mao's conmments are largely focussed on the first
three sections of Economic Problems of Socialism, those concerncd with
the character of cconomic laws, commodity production, and the law
of . value under socialism.What Mag finds useful in Stalin's writings
is carefully separated from what he concludes is unclear or inacuurate.

(1) Mao Tsetung, '"On question of Agricultural Co-operation", p. 390
(2) Mao Tsetung "Socialist upsursge in China's Countryside'(Peking
Foreign languages Press 1957) p. 159

(3) For a development of the theme of uninter:upted revolution see
Victor Nce and James Peck, "China's Uninterrupted Revolution",
(New York Pantheon, 1975 '

(4) Mao Tsetung, "A critique of Soviet Economics" pp. 73-74

(5) . Iwid p. 108
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Mao argues that onc of the most useful rcasons for having the cadres
read Stalin's"Economic Problems of Socialism" is to cnable them to

understand the ultra left current (the "communist wind") which had quickly
appcared over China with the beginning of the commune movement. As Mao
later said at the Lushan Conference in July 1959, the cadres

""had not studied political cconomy.They had not clearly understood

the laws of ¥alue, exchange of equal values and remuneration according
to work done... If they havgoﬁnderstood the textbooks, let them study %
them some more. If the top cadres in the communcs do not understand

a little political econnmy, this won't do ." (1)

To Mao a better understanding of the economics of socialism and
the nature of the transition period would allow the cadres to cope with
the problems arising in the Great Leap. In some arcas, both cadres and pea-
Sants had been swept away by ‘a desire to leap dircctly to the stage of
communism rather than going through the many stages that Mao argued
were neccessary to get ther. The "strong tendency to do away with commo-
dity production" had to be countered and its role in socialist society
correctly understood. " People get upset the minute they sce commodity
production™,, Mao writes in his critique, "taking it for capitalism.
But it looks as if commodity production will have to be greatly deve-
loped and thc money supply increased". And explaining this "poses a
problem for thc idecology of several hundred thousand cadres as well as
for the solidarity of several hundred million pecasants" (2)

In some arcs of China, the cadres, in their impassioned desire to
leap to communism, had simply seized .the property of the production
brigades and thc tecams.Were such practices to go uncheked, Mao warned,
the peasants would rise up and turn their wrath on the Communist Party
itself.Study of Stalin's"Economic problems of Socialism'', because it
defends the survival of the commodity form into the socialist
period and discusses the principle of exchange of equal value, could
help provide theoretical guidance against this dangerous ultra-left
current,

In his critique of the Soviet Political Economy Text, Mao further
examined the lessons to be drawn from the Great Leap « He studied the
relationships that cxist between the two kinds of ownership of the
means of production (socialist ownership by the whole people and
collective ownership, largely by the peasants) and comparcd them with
those which cxisted in the Soviet Union. The abortive attempt to
immediatcly maokc the commune rather than the production team the basic
accounting unit is examined.Questions of distribution of ¢tonsumer goods
arc probed in tcrms of why the principle of "from cach according to
his ability ,to cach according to his work" is still nccessary during the
stages of socialism. Mao, in brief, is working out the consequences of
the use of the commodity system, exchange through money, and bourgeois
right, .particularly as they are reflected in the three major differcnces
¢ between workcrs and peasants, between town and country, and betwcen
mental and manual labour.

Running through all his comments is the argument that Soviqt_
experience is in the final analysis utterly inadequate as a positive
model for China's drive to build Socialism. The political economy
text, Mao concludes, does not satisfactorily cope with the '"wholc new
scries of problems® that have appearcd with the period of socialism. It
do¢s not suggest how to move from one stage of the revolution to
another, or the special characteristics of each stage. For example, he
‘argues, it fails to consider how to advance thc process of transformation
of the small producers, what Kinds of contradictions may be found in

(1) Mao Tsctuné “EBEEEh'at the Lushan Confercnce'', in Schram, Chairman
Mao talks pp. 135=36 ;
(2) Mao Tsctung, "A critique of Soviet Liconomics2, p. 140
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cach sfage of the transformation, and how they can be solved. Indeed, the
toxt speaks of '"consolidating fully" each and ¢very stage.Rather than
becoming a transicnt goal which is to be surpasscd once it is partially
achieved ( and thus truly consolidated), the stage becomes an end in
itself. In this way, Mao concludes, the Russians simply recpressed all
consideration of a continuing revolutionary proccss on the conomic and
political and idcological fronts.

Mao's writings in this critique are transitional documents they stand

midway on the path to the Great Proletarian Cultural Revolution. As Mao's
ctiticims of the Soviet Model of socialism deecpened during the Great Leap,
80 did his conviction that the transition to socialism was an arduous ,
proctractcd struggle that migh take an entire historical epoch. Like Lenin,
Mao became increasingly concerned with the obstacles and difficulties in this
transition.The drive toward socialism requires that every aspect of sociecty
undergo tremendous change. In his critique, Mao writes of those forces -
fughting tenaciously to resist such cange, calling them '"conservative
forces'" and rightists"., But Mao is still working out the nature of such
opposition and its relationship to the Communist Party; he is not stating
it precisely. Nor is he saying precisely what is mcant by class struggle
during the period of socialist transition. Old bourgecois and feudal elements
remain in Chinesc society, but it is the hold of old values, idcas, and
habits of thought which increasingly concerns him. These writings: also
demonstrate his cfforts to challenge those in the party in position of
authority, the managers, technicians, administrators, and other assorted
experts who, compared to the workers and peasants, occupy positions of
financial reward and power. Hi finds the children of the cadres disap~
pointing, too protected and with too many political airs. But the dangers

to the revolution are still scen in terms of sprecading bureaucratism

rather than a question of class.This is particularly cvident in Mao's
cautious explanation of the bureaucratic nature of thc Soviet Union and

Xk in his lack of a complete study of the material base of the bureaucracy's
privileged role. Not until July 1964, in "On Kruschchev's Phoney Commu~-.
nism and its Historical Lessons for the World", did Mao state that "the
contradiction between the Soviet people and this privileged stratum is

now the principal contradiction inside the Soviet Union and it is an
irreconciliable and antagonistic class contradiction (1)

The struggles with those in China who opposed the Great Leap Forward
forced Mao to deepen the analysis of his critics. Out of this attack on
the Great Leap Forward, ded first by P-eng Teh~hui and continued by others
in the coming years, Mao was to elaborate his conception of "continuing
the revolution under the dictattorship of the prolctariat".Not until 1962,
however, would rightists within the party be labelcd revisionists. And
not until the Cultural Revolution would the conception of the "capita-
list roaders" be developed.

¢ ALIN AND THE RUSSIAN REVOLUTION

A Critique of Sovict Economics is quite suggestive for rcevaluating the
Russian Revolution and the role of Stalin. Although these pieces can
usefully be rcad from this perspective they werc not written by Mao as a °
historical study or even as a critical evaluation of the historic con-
tribution of Stalin. Mao's real purpose was to think through problems
facing the Chincsc Revolution interms of the perspective offerecd by a
careful examination of aspects of the Sovict experience.

Although these writings were circulated for inner party discussiop in
China during the Cultural Revolution, they have ncver been made officially

available. TheChincse preface to these materials warns that they may not
be fully accurate and complete. Yet even 50, they are on the whole quite
accurate and provide a remarkably valuable and detailed analysis of Stalin
and the Soviet expericnce, the like of which have never becen publicly
available in China.

8

(1) "On Khruschchev's Phoney Communism and its Historical lessons
for the world I (Comment on the Open Letter of the Contral Committee
of the CDCU(Z ©)" in Peking Review 7, No 29 ( July 17,1964)
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Officially ,thc Chinese have for most part defended Stalin since

Khruscchev's attack on him."When Stalin was criticized in 1956", Mao
said,"we were on the one hand happy, but on the other hand apprchensive.
It ‘was complctely nccessary to remove the 1lid, to brecak down blind faith,
to release the pressure and to amancipate thought.But we did not agree
with demolishing him at one blow" (1)

Publicly Stalin is secn as a '"great Marxist-Leninist" who inherited the
cause of ‘Lenin, led the Soviet people in achieving socialist industriali-

zation, agricultural collectivization, and victory in the struggle against
fascism. But hi'is acknowledged to have madec secriocus mistakes. Over the
last two decades these have been said to inclde the following ! departing
from Marxist Leninist dialectics in his understanding of the laws of

class struggle and the contradiction between socialist zzm and capitalist
roads would continue ;] failing to ==~ rely upon the working  “class
and the masscs in the struggle against the forces of capitalism and recdu-
cing the threcat of capitalist restoration to one of armed attack from inter-
national imperialism; geriously neglecting agriculture and peasant living
standards and lopsidedly stressing heavy industry ; lacking vigilance
before the German attack on the Sovie¢t Union | cxcessively widening

the scopec of suppression of counter-revolutionaries in the purges of the
1930s. - [ ]

Mao's criticisms of Stalin in xXhis book . A critique of Soviet Econo-
mics look to the very heart of the methods used to industrialize the

Soviet Union. Decause of this, they provide an important Marxist analysis
of the Soviet Union which in the futrue may well be integrated into
official Chinesc views, even as they should now contribute to a Marxist
understanding of the Soviet Union., :

SOUKCE Introduction by James Peck to "Mao Tsctung : A Critique
of Soviet Economics!', Progressive Publications, New Delhi
1982 (Indian Edition) ( English Edition by Month 1y
Review Press, 1977).

(1) Mao Tsetung, "Tlaks at Chengu : On the Problem of Stalin",
in Schram, Chairman Mao Talks, p. 10l. :



USSR

FIVE-YE/R PLAN IN TROUBLE

NINTETEEN eighty-one is the first year of the Soviet Union's 11th
five-year plan. Figures recently published by the Soviet Central
Statistical Board revesl that the Soviet Government is facing sone
knotty broblens, with both industry and agriculture beset with troubles
in the first six months of this year,

LOW_ECONOMIC GROWTH RATE .

The Soviet economic growth is slowing down, a trend which has
steadily becone nore serious in recent years. Industrial output value
in the first six nonths failed to reach the growth rate set for the
new 11th five~yecar plan, a rate which is lower than ever before. It was
replorted that the output value increased 3e4 per cent conpared with
4.2 per cent for the Sghe period lest year. The planned annual increase
rate for this yeor was 4.1 per cent. The industrial labour productivity
increased 2,5 per cent, less than in the sane period of 1980 and the
target for 19871, The outpur of 19 industrial products including coal,
rolled metal, generatars, ca rs and cquipnent for the chemical industrial
was less than that of the cor:esponding period of 1980, The output of
sone items has steadily dropped over the last two years.

Capital construction is stilil depressed, and the 1ong—standing
problems of scaticred investnents and far-flung capital construction
have not yet bocen solved. The important projects which were put into
production in the first six months according to schedule only account
for half of thosec planned for the period and 13 per cent of those for
the whole year of 1981. Some projects scheduled for completion in 1980
have still not been finished, and +he plans for putting projects into
production, housing, culture and the construction of residential and
other facilities were unfulfilled in the first six months, Greatly
worries, the Comnunist Party of +the Soviet Union has called Special
neetings to seck solutions,

LGRICULTURE .

Agriculturc has been g vulnerable spot in the Soviet economy. Farn
output targets set for the ninth and. 10th five~year plans were unfulfill-~
cd, and this has had adverse effects on the whole national economy ,

Though the Soviet authoritics were anxious to change the backward agri-.
cultural conditions in this naw five~ycar plan, they are facing
troubles ahead,

This summer, the Crops suffered from a hoat wave, similar to
1972. In some areas, temperatures rcached 40 degrees centigrade., The
grain, potato and boot harvests will certainly be affected, fn edito-
rial published in pravda therefore had to again call on people to
practise frugality, especially in food consunption.

The Soviet Union has imported more than 1 nillion tons of fnerican
grain since President Rpagan lifted the partial grain enbargo four
nonths age, It was reported that NMoscow importcd 53345 nillion tons
of grain in the fiscal yoar of 1980-81, Western agricultural experts
¢stimate that if the drought in the Soviet Union countinues, Moscow
will then have to import nore grain than ever in fisecal yecar 198182,
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The Soviet precss has acknowledged that the failure to nmect the
production targets has causcd shortcges of nmanufactured goods ancé a
decrease in supply.

It is obvious thet Moscow has not donc well in the first ycar of
its new five-ycar plan., Its dcep~scoted econonmic ills hace not been
cured and the cconomic policy set by thic 26th Congress of the CPSU is
beset with difficulties. Thercfore, the trend is that the decline in
the Soviet economic growth rate will not be checked.

XK K 3 KR KHK K

SOURCE: Beijing Review, No.34 iugust 24,1981. Page 13.
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Shanghai leads in modernization

Hurch

Shanghai, which has undergone numerous
vicissitudes, is a model to emulate, to

catch up and to seek economic co-operation
with in China's modernization drive. This

is not only because, as China's largest
industrial centre, it plays a decisive role

in the national economy, but also beca-use

i1t has accumulated rich experences in the
develonment and management of a modern socialist
economy. Futhermore, its economic results

are superior to other parts of China. Recently,
Premier. Zhao Ziyang called for blozing a new
trail in economic development. Central to this
task is t.e need to improve economic results.

In the new historiaal period, Shanghai has

a twofold economic mission:s Hodernige itself
and help localities in the interior advancg.
#hat is Shanghai doing to fulfil this mission?

In China's economic life, Shanghai's existence has never been
So widely known and strongly felt as it is today. Even the elderly
and children living in the remote and mountainous areas know and like
Shanghai commodities.

Since the beginning of this devade, Shanghai has annually shipped
10,000 million yuan (about 7,000 million U.S. dollars) worth of industrial
gobds to other parts of China, still supplies fall short of demand .

After increasing their selling of surplus grain to the state, some
peasants have expressed the wish to buy certain fanous brand Shanghai
products which are in short supply, such as Yongjiu (Forever) bicycles
or Feiren (Flying Man) sewving machines.

Last spring the State council called on the nation to learn from
Shanghai, the coasts 1 provinces and the advanced." Responding to
this call, an increasing number of people have wvisited Shanghai on
gtudy tours, seeking technical assistance and proposing economic co-
operation. Also a special radio series on enterprise management in
Shanghai was broadcast, and the magazine Shanghai Enterprises began
publication.,

People naturally link the popularization of this new example with
China's current policies because a model invariably reflects the inten-
tions embodied in policies and this is particularly true in China,
Viewed from the angle of policy, what strong points does Shanghai

have which are worth popularizing?

THE TEST OF HISTORY

SHANGHAT'S modern industries have a histrry of 140 years. But
from the Opium War in 1840 to liberation in 1949, besides its light and
textile industries which were fairly developed, Shanghai only had
industries for Processing goods and nachinery repair, Metallurgical
industries were practically non-existent. As a result of imperialist
aggression and the devadence of the old regime, national industries
were on the verge of extinction by 1949,
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Shanghai, the birthplace of the Communist Party of China, has a
fine revolutionary tradition. During the new~democratic revolution, it
was a seed-bed for the revolution. In the period of socialist revolution
and construction, it was the focus of major political and economic
strugzles. The Party and people there were tested and tempered in
struggle. ‘ '

Revolution and constructidn over the last 32 years have fundamen-—
tally altered this city and ushered in a new epoch of ¥igorous development

During socialist transformation 1950-~56 Shanghai stood on the front
line in struggle between the proletariat and the bourgeoisie., After
repeated testa of strenghh between the classes, corruption and attacks by
lawless capitalists were overcome and socialist transformation of
capitalist industry and commerce, handicrafts and suburban agriculture
was accomplished. Shanghai, which had been overrun like a colony and
divided into concessions by foreign povwers, was transformed into a new
socialist city.

Shanghai demonstrated its dynamism during the 10 years (1957-66)
of all-out socialist construction. By relying on a small amount of
investment and its existing industrial base through readjustment, rcor-
ganization and construction, Shanghai established most of its 145
industrial branches during this period. As an old industrial base, it
assisted the nation's socialist construction with equipnent, funds and
technology. Since the founding of New China (mostly in these 10 years),
Shanghai has moved 300 factories to localities in the interior and
provided on million technicians and workers.

During the "cultural revolution™ (1966—76), the gang of four, which
had risen to power from Shanghai, kept the ¢ity under their control.
They tries hard to turn it into a counter revolutionary base for the
usurpation of supreme power in the Party and the -state, and thus
brought disaster to Shanghai.‘ The Shanghai people reisted in various
ways and struggled agzinst the gang of four and its remanant forces
and substantially reduced the losses .

Since the d ownfall of the gang of four in October 1976, the Party
Central Committee has made the strategic decision to shift the f ofus
of work to the four modernizations and adopted the policy of readjusting
the economy. Shanghai shouldérs two inportant tasks in this effort:
modernizing itself and helping the underdeveloped arecas in the interior
to develop and watch up.

TABLE 1

At . A -

SHANGHAI'S BASIC STATISTICS (1980)

Total are a: 6,185 sguare km
Urban area: . 158 square km
Total population: 11.46 million
Urban populations 2 6,01 million
Worders& staff members : _

total: 4,47 million

(ineluding 330,000
scientists & technicians)

Number of enterprises: 7,149
Retail shops: 34,000
Industrial output : -

value total: : 62,616 million yuan
Light industry: 32,937 million yuan
Heavy industry: 29,679 million yuan
National income: 284300 million yuan
Handling capacity

of port: 84,4 million tons

Value of exporsts: 6,300 million yuan
i¢ ) N

e e . R i > o
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Over the last 32 years, Shanghai has built up a comprehensive
industrial base which integrates big, medium and small enterprises.
It has most types of industry, a high lev el of specialization in
production and a certain level of science and technology (sce Table 1 s

Today, Shanghai is one of China's largest economic centres, Its
economic strength has gtown tremendously. Its industrial output value
was 26 fold higher than that of 1949. Production of some major industrial
goods has increascd even faster (sce Table 2).

i TABLE 2
OUTPUT OF MAJOR INDUSTRIAL ITEMS
Products 1980 Output Compared

With 1949 (fold)
Steel 5421 million tons 1,002
Steel products 4.13 million tons 275
Metal=-cutting machines 16,900
Cotton yearn 2412 million bales 24,5
Cotton cloth 1,600 million metres 2,9
Sewing~machines 2,26 million 502
Bicycles 3«76 million 854

Shanghai plays a vital role in the nation's total economy. In 1980
the value of "hanghai's industrial fix d assets accounted for only 5 per
cent of the national total; industrial output value, one-eighth; value
of exports, one.seventh; revenue, one.sixth; the volume of industrual
goods distributed to outside markets, 45 per cent. ™Percapita national
income amounted to 2,486 yuan (about 1,500 US dollars), 6 times the
national averagec.

From these figures it can be deduced that Shanghails management of
technology and industry is effective for it has achieved these economic
results. (Poor economic results remain a common failing of Chinals
economic w rk, ) The Party and government have called on enterprises
to blaze a new trial in cconomic development through readjustment and
reform; the heart of the call is the need to improce economic returns,

Shanghai's experience is of significance to others because it has
obtained results, ‘

ALDVANCE AMIDST READJUSTMENT

No model is perfect and Shanghai also has its deficiencies.
Enfluences of many ycars of "Left" ideology, imbalance betwecen some
major economic sectors, stress on economic construction to the neglect
of people's livelihood, unwieldy structure a nd industrial pollutione—
all these affected Shanghei to some extent.

Since 1979 when the readjustment of the national economy began,
Shanghai has carried out concrete work in -order to gradually solve
these problems and has achieved Some SU.CesSSeS.

READJUST THE ECONOMIC STRUCURE? INCREASE THE PRODUCTION OF
CONSUMER GOODS, IMPROVE THE PEOPLE'S LIVELIHOOD IND SERVE ECONOMIC
CONSTRUCTION.

4 change has taken place in the situation in which the developement
of light industry for many years lagged behind that of heavy industry.
In Shanghai's totsl industrial output value, the portion of light
industry has increased from 49,3 per centin 1981; the portion of heavy
industry has dropped from 50,7 per cent in 1978 to 44 .4 per cent in
1981. 1In 1980, total industrial output value was 62,616 million yuan
an increase of 17,666 million yuan Jver 1976, of which 68 per cent of
the increase is from light industry.
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Heavy industry is now adjusting its orientation, changing from
serving mainly its own capitael construction to serving the development
of production of consumer goods, the technological revation of the
economy and the expansion of exports.s TFor a time in early 1981. this
change caused a decline in producticn but an upswing is reportcd for
the fourth quarter,

Light'industry is developing in the direction of increasing the
production of medium and high-grade goods which are in demand, Quality
is imporiving; desighs and verietics are increasing., In 1980, the city
trial produced 2,324 new items and 50,000 products with revised designs
or specificat;ons. In nationwide appraisal of the quality of 596 kinds
of products, bhanghai products were considered the best in 270 divisions,
In addition, 154 kinds of its items were Judged to be equal with advanwed
world levels.

During the readjustment of the industrial structure and in line
with the principle of Specialization of production, the industrial
departments in Shanghai have developed various Torms of ecconomic
integration and co-operation between city and countryside, between
regions and between enterprises., At present, 300 ecpnomic agreenents
have been signed and progress is being made in the sevting up of these
economic integrations. The emergence of these integrated operations is
beneficial to rational utiliztion of factory buildings, equipnent and
work force and to the tapping of production potential., Initial changes
have reaped notable ccononic results,

The question of how Shanghai's economy should be developed is now
under study. Since Shanghai has g solid industrial foundation and a
substantial scientific and tochnical force, but is located g consider—
able distance from most natual resourccs, some experts recommend that
the tasks of producing ordinary products beshifted to localities in the
interior. Shanghai can then concentrate its efforts on nanufacturing
top~quality and technologY—intcnsiVU products, such as computers,
presicion machines, instruments and neters, quality steel broducts,
synthetic fibres and large ships.

READJUST THE ORIENTATION OF IIVESTIHENT, SPEED UP URB.N
CONSTRUCTION .

Owing to the 1ong.standing tendenfy to stress production and
neglect the people's welfare, Siianghai is faced with a mountain of
problems in the arcs of urban construction and the citizens? livelihood,
Leuteshortage of housing o0or communication service inadequate public

s P q P
utilities and pollution-all these problems have surfaced snd have
hanpered Shanghaits utilizations of its advantages as an old industrial

© -
base.

Whi,e readjusting its economic structure in recent years, Shanghai
has realigned its investment priorities. Since 1979, the city has
cancelled or Postponed the oconstruction of 339 industrial proje«ts and
thus eliminated 2,000 million yuan in expenditures, Incestment in non-—
productive projects such as housing, environmental protecction, and
public utilities has increased from 18,6 per cent of the total investe-
ment in 1979 to to 20.3 per cent in 1980, 4 total partially completed
in 1980. Housing units with floor arce totalling 3.04 million square
metres were finished, 40.9 per cent more than 1979,

Treatnent of industrial pollution has also begun. 8Since 1980
pollution control has been tightened: 60 per cent of the city's
chimneys have been installed with purfication decices and poisoncus
Pollutants like lercury and cadmium have been controlled.

REFORM THE MANAGEMENT SYSTEM, STIMULLTE THE ECONOMY .

Since 1980, 1 284 major industrial cnter tises have been designated
s 1y b
experimental units and invested with greater decision making power.
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Initial results show that the rate of increase in their production and
profits is higher than before they becane cxperinental units and also

higher than that of other enterprises. Of the profits they obtained,

92 per cent were handed over to the state, 8 p er cent were retained

for reinvestment and bonuses for workers and staff members.

Under the guidance of the state plan, importance has been attached
to the regulation of production by narket mechanism and the law of
values In 1980, the city set up 500 dales and service outlets and 60
rural fairs in order to facilitate the circulation of commodities,
~In a ddition, markets for transaction involving some means of production
have been opened. They have established fiies with 14,000 units and
signed agrecuents with 103 companies for sale of their products,

0f the 193 kinds of meterials which are distributed aegvording to
the plans of naterials departments, their sales volume outside the
pPlan constituted one~fourth of the total volume. The purchasing volune
outside the plans of commercial and supply-and-marketing departments
nade up about one~third of the total ppurchasing volume.

EXPAND ZXPORT TRADE, SHIP MORE PRODUCTS TO INTERNATIONAL
M/RKETS .,

Since 1979, Shanghai's foreign trade has developed rapidly: the
value of exports rose to 6,300 million yuan in 1980, Changes have also
taken place in the export mix. Formerly, agricultural and sideline
products were the bulk, Now, textile and light industrial products
coustitute 70 per cent of the total export volume; machinery and chemical
products, 19 per cent. Exports not only go to third world countrics,
but are .beginning to penctrate the narkets in the first and second
world.

In order to enable their products to meet the international
narket's demands, Shanghai's enterprises have devoted particuler
efforts to incrcasing varietics and improving quality of products and
paid attention to imports of technology. In rocent years, they have
adopted diverse methods of trade such as compensatory trade, manufactu-
ring goods according to requirenents set by forcign businessmen, joint
ventures with Chinecse and foreign investment, and sales service networks
set up abroad, All this has created favourable conditions for a
further expansion of Shanghai's foreign trade.

" LELRNING FROM SHANGHAIM

LCCORDING to incomplete statistics, betwcen April 1981 when the
State Council issued the call for " learning from Shanghai" and October,
122 groups (3,400 people ) led by lcading members fron provinces, cities
and prefedtures have taken study tours of Shanghei's enterprises,
Shanghai has signed 122 contracts for integrated economic projects with
26 provinces and cities of compensatory trade, joint enterprises and
technical cowoperation, This is the initial stage of "learning fron
Shanghail!,

What is to be lcarnt Pron Shanghai®l 4 brief account follows.
SPECIALIZATION AND CO-OPERATION

Shanghai provides an exanple of socialzod mass production, 4s
its division of labcur iscoming increasingly elaborate, its level of
Specialization in production is getting higher and higher, reflecting
the general trend of modern econonic developnent.

In the nachine-~building industry, the division of labour is made
in accordance with different categorics of products and similarity of
technology. Some factorics produce complcte machines; others specially
nanufacure castings, sparc parts, forcgings, accesssories, or components;
a few just do o certain process like electrioplating., his presents

y

2 LR e i



(107)

a striking contrast. to the autarkic practice commonly scen in other
localities of the whole profess from the manufacturing of comnponents
to assembly of the whole machine being undertaken by one cnterprise.,

Deputy mayor Han Zheyi pointed out that since the accomplishment
of socialist transformation in 1956, Shanghai's industry has undergone
four large-scale readjustnents and reorganizations. These restruct-
urings have been carried out in Iine with the principle ‘of specialization~
and co-operation and in accordance with the necds of national cons tru-
ction and the new market conditions. Now, Shanghai has 71 spccialized
industrial companiecs, running 2,256 cnterprises. They total one—third
of the industrial enterprises and producc two thirds of the city's
industrial output valuc, L
The combination of specialized production in enterprises with
co-o/cration between enterprises has created favourable conditions
for adopting now technology, sinmplifying enterprise nanagenent and
raising procductivity., This also has facilitated specialized scicentific
research and market surveys.

EXP/ANDED REPRODUCTION

People often think that the development- of production requires the
building of plants, recruitment of more bersonnel and p urchase of

new equipment. In fact, this is a comnon practice in other localitics.
In contrast, hanghai, by relying naibly on the existing enterprises
and by improving technology and nanagenent, has raised productivity.
This is the example Shanghai has set.

Between 1949 and 1980, Shanghai turned over 291,000 nillion yuan
to the national government while it reveived from the statc a total
captial investment of 23,200 rillicn yuan or only 8 per cent of its
contribution, Industrial investment was 14,100 million yuan; deducting
the investment in the construction of the Baoshan Iron and Stecel Compleg
and in enter prises outside the city proper, the actual national invest-
ment in the city's industries amounted to only 9,600 million yuan. In
light, textile and handicraft incdustrial bureaus, the accumulative
total of taxes and profits turned over to the state in the last 31
years was 96,600 nillion yuan while capital construction investment
from the state was only 1,200 million yuan,'

Since Shanghails liberation, the increase of output value derived
from investment in capital construction accounts for about one~fourth
the total while that from tapping the potential of old enterpriscs makes
up three~fourths, To acconplish this, Shenghai rclied on technological
renovations,

The Shanghai No, 12 Cotton Mill still uses a spinning frane which
was produced in 1921; it turns at high specd. Deputy chief engincer
Wei Zhanmo explained that through repeated technical revrovations of
their key parts, such as Spindless, this type of spinning framecs has
been transformed into g nachine using ney spinning technique of high
rpm and mediunm package with a Chinese character., The adoption of +this
new tefhnique requires twice as much labour as in foregin countriecs to
produce a bale of yarn, but the per-unit output by cacy spindle is one—
third higher and the consunption of electricity per bale is one-third
lesss This suits the conditions of China whcre funds and fuel are in
short supply but labour is in abundancec.

Although the number of spindles has been rcduced fron 2¢4%3 milliom
in the early post-liberation years to 2 million at Prcsent, the auunal
cotton yarn output has increascd from 740,000 bales to 2,12 million bales
ond the average denier has been raised from 2% to 28,

COMMUNITY HEALTH c21
I O9c <47/, (Pitst Floor) s, Marks ;;}:"

Bangalore . 560 001,
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PA YING ATTENTION TO IDEOLOGIGAL EDUCATION

Zhou Bi, chairman of the municipal cconomic comaission, retcrated
that China aims not only to build a socialist naterial civilization
but a lsc to develop a socialist spiritual civilza tion. As the number
of young workers and staff nembers is incrcasing, it is particulary
important to cducatec them and to foster in then lofty revolutionary
ideals and high norality. hey must not consder everything in terms
of noney or indulge in sccking naterial cnjoyment without any thought
of making contributions.

In a Shanghai bicycle plant, sone Pegsant representatives from
Yuncheng country of Hubei province came to visit the workers. One of
then, Yang Xiaoyuan, had sold five tons of surplus grain to the state
from the lasgt harvest. He wrote to Renmin Ribao expressing his desire
to buy a Yongjiu (For Ever) bicycles The paper published this letter;
this evoked discussion in the bicycle plant. What should be done?

The factory Party committoe -organized a nccting for the workers., After
discussion they unanimously decided to meet the peasants! demands

through increascd production. Yang ZXiaoyun's wish was fulfilled and

these peasants' representatives had come to express thanks to the workers |
and discuss with them problems in launching an emulation drive. As a
result of this discussion, the plent for the third time raised its
production target.

In the Shanghai Machine Tool plant which produces precision
grinding nachines, the cquipnent used is quite sophisticated. In a
large constant tempe:,ture workshop, there is first-rate cquipment
while the cadres still worked in old, dark rooms. In recent ycars,
when there was extra money derived from economic reforns, the cadrcs
preferrcd to use the uoney first in developing productione They
naintained a correct attitude in handling the relationship between
the overall interests and their partial interecsts.

When visitors praise Shanghai for its great contributions, the
Shanghai people often say: 'Shanghai's developnent is inseqapable
from the whole country", 4s amatter. of fact, most of Shanghai's
industrial raw materials come from other parts of the country, and
without the support of those localitics, Shanghai could not advance.

When visitors cxpress their determination to lcarn from Shanghai,
'the Shanghai pcople often say: "We still lag behind other localities
in nany fields." This is not nercly nodesty., In fact, Shanghai's
nanufactured gocds are not cnly subjected to stiff competition on
international markets but are challenged by many latecomers in the
domestic market., “lthough 45 per cent of Shanghai's products were the
best in the nationwide evaluation of the qudlity of the same kihd of
products, "gold medal" did pass to new hands sonectimes, Many of dits
products still lag behind those of other localitics. Leading cadres
often remind Shanghai workers and staff of the abeve facs and their
weaknesses in other aspects, so that they will not becone complacent
but will kcep forging ahead.

NEW MISSION OF AN OLD INDUSTRIAL BLSE

What are the tasks, special features and pros-
pects of the city's industris during the current
economic readjustment? * These questions were
addressed when our correspondent recently inter-
vieweé Zhou Bi, the chairman of the Shanghai
Economic Commission.-Ed. ;

Juestion: China's current economic readjustment is scheduled
to last at least until 1985. In this readjustment al<1 nece-
ssary in Shanghai? What is its qim?
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Answqgi The goal is to solve the serious imbalance in our national
ccoonony, a nationwide problem which is the result of nany years of
influence from " Loft" idelogy. Shanghai is no xccption,

Shanghai is an old industrial city and has its own special charace—
teristics, Having a good harbour and an advantageous location on +the
rich Changjiang (Yangtze) River Delta. and central to China's costline,
it has traditionally been a cormodity distribution centre, Its industry
has been fairly developed end officient. Its econony, however, has sone
imbalances.

Before liberation, shanghai had some light industries, but prac te
ically no hecavy industry. Its present industrial complex, which is
rather completc, was sct up during the period of the all=round develop—
nent of socialist construction (1957-66), it that tine we cmbhasized
the developnment of all branches of industry while pPaying inadequate
attention to the balance botweon then. The result is that 6 million
pe¢ople live in an areag of 158 square kilonetres in the city proper with
over 4,000 factorics and 20,000 separate production units, Problens
such as hecavy traffic, Pollution, and inadequate public facilities and
housing are serious, Obviously, rcadjustment is essential to Shanghai;
other wise its industrices cannot continue to advance.

However, Shanghai's readjustunent is being carried out under the
conditions that the whole national econony is undergoing recadjustnent
and the rate of increase of industrial production should be stable.
This requires us to %take the partial and the overall intercsts into
considerations, 4s the econonic ability of the country is still weak,
there is an increasing d emand for Janghai products, funds and techno~
logy from the state, and Shenghai should nake greater contribution, On
the other hand, the state's support to Shanghai is linited; readjust-
nents nade by Shanghai should be gradual and without infringing upon
tho interests of the wole country, A4As prenicr Zhao Ziyang said: During
the period of readjustnent, Shanghal must breathe while swimningym not
pant on the shorec,

What should Shanghai achiceve by 1985 through this readjustnent?
I think Shanghai should rationalige its industrial and products structure
rcform its econonic nabagencnt systen and renovate its outdated equip—~
nent, thercby achieving a base for future sustained, stable and co-—
ordinated development in cconomic construction, On this basis, the
urban dwellers! standard of living can be further inproved. Pollution
of the Huangpu River caused by electroplating plants, printing and
dyeing factories and air pollution such as that from steel nills must
all be controlled, Thesc involve altering energy sources, renovating
equipnent and environnental engincering and will take noney and tine.

Qe Industriecs arc over—concentrated in the city proper, Is it possible
to nove some of thenm to the outskirts?

Ay It's not ecasy to change the location of factorics, only a small
number. of them can be moved out of the city or stop operation., In
4ugust 1980 a chlorine leakage from the Liao yuan Chemical Plant thrcate-
ened the safety of the nearby residents. I went to the plant with s
scveral other lcading comrades of the city., 4t first we planned to
nove it out of the city, but we discovered that morc than 100 factorics
in the city depend on it for caustic soda, If this chenical plant
stops production, all othor factories will be affexted (both their
production and enployment) and Shanghai's total production might
decrease. Thus far we haven't decided whether to nove the plant out

of the city or not. But we have adopted steps to rcduce the production
load on this plaut and ingrove its managenont so as to prevent a

second accident,
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Readjustnont of the disproportionate scctors of Shangha®s
economy can only be carried out on the condition that the overall
interests are not impaired. It takes time and patience to find solutions,

Q: What is the primary task in the current readjustment of the city?

A: First of all, we must nake rational use of the existing industries
and do our best to carcy out technical romovations so as to improve
econonic results, increasc the variety of products, upgrade quality
and increasc the income of the enterprises., At the sane tine, we
nust gradually change the location of some industrics and tackle
questions of cnvironmental protection,

While it is required to nmcet domestic necds for its products,
Shanghai should also do its best to develop foreign trade so that
nore Chinese industrial products center the world narket., There should
be an increase in the types of exported goods. Light industrial
products and textiles should be further supplemented by heavy industrial
rroducts, particularly nachinery. Therc is a recession in the world
market, but we should not slacken our cfforts: Our products arec well~
received in the third woeld countries, because these products suit their
needs. +In the past, Shanghai had close trade relations with many
foreign countrics. So long as our products aro conpetitive, export
trade is Promising.

Q¢ In 1981 the investment in capital construction and orders for hcavy
industrial products were drastically cut. Do you think this will
cause a cutback in production?

A: Cnly temporary, It is inportant to grasp the cssentials in order

to move ahead., The primary problem in 1981 was to stabilize the

econony. Curtailment of capital construction, reduction of expenditures,
increascd production of consuner goods, withdrawal of banknotes from
circulatioh, and roduction o~ financial deficits were all aimed at
solving this problen. Eesults arc already apparent.

The central authorities had already taken notice of some resulting
problems of extensivo regproduction. Construction of Some enginecering
projects (including somne imported oncs)(that had been postponed or
suspended but are feasible will De continued, Heavy industry will be
oriented to serve. the teehnological renovation of existing enterprises.
Therefore, inworking out the 1982 plan, we will take into account both
capital construction and tcchnological rcnovationes Production task for
heavy industry will he increased to some extent,

During the Sixth Five-Yzar Plan period, the spced of economic
development will not be high, but will be "steady, reliable and
sustained" as described by a leading conrade in the central authorities.,
That is to say, we should strive for the best economic results,

Q¢ The Central Government has called on Shanghai to pass its eXperi-
ences on to the interior and to support others' economic construction,
What do you think of this proposal?

A:  Our main concern is how to have econonmic co-operation with other
Provinces and cities. In this rcgard we have some positive and
negative experiecnces to lecarn from.

In the late 50s, Shanghai sct up jointly operated factories with
Jiangsu, Anhui, Shandong a nd Jiangxi, and later with Nanjing and the
southwestern provinces., At that time we procccded fron the nced of
Shanghai to get raw naterials fron then, and did not take into account
the econonic development of the other parties, We did not adopt a
nethod of true ccononic co—operation, so these Jjointly operation, so
these jointly operated factories did not last longe. In the end all
of them were handecd over to the locli ties.
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Beginning fron 1979, we decided to utilze the method of econonic
co-operation. Shanghai dispatched technicians, skilled workeds and
nanagerial personnel to other drovinccs and cities to help the local
factorics lean techniques and inprove nanagenent and cfficiency., The
expenses of thesc personnel wore covercd by factories which received
help. The results were satisfactory.

Now many provinces and cities hope to set up gdintly owned enter—
prises with Shanghai or turn their factorics into branch factories
of  Shanghai oompanies, using Shanghai's tr-de marks. This croates sone
policy problems such as the co~ordination of finances and fair distrie-
bution of economic benefits to the partiecs concerncd., Ve have started ¢
on a trial basis the first group ¢f joinily run enterprises. Such Jjoint
undertakings will be ®mot up step by step becausc Shanghai enterpriscs
have to look after their own technological transformation farstle
NeVerthcloss, ccononic co-operation is correct and we arc going to
inprove work with other provinces and citics.

SOURCE: Boijing Review, Noo 1 January 4, 1982, Pagzc 1o. 19-27,
el by RHHKHRH KKK HHR K :
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Why does China want to set-up special econcmic zones?
Foreign firms will got profits fron the investnents they -
nake. Isn't this exploitation on Chinese §oil ?

L series of new policics and measures have been takon by the Chinese Govt.,
for the realization of the four nodernizations. These include the inplenen-
tation of special policiés and adeption of flexible neasurcs in coasgtal
Guangdong and Fujian provinces in ceononic dealings with foreizn countrics,
The setting up of spccial ccononic zZones and adoption of an open-docr policy,
the usc of forcign capital and inport of advanced technology and nanagerial
experience as well as +the training of personncl - all arc ained at quicken-
ing the pace of the nodernization drive,

It is now decided to sct up special ccononic zZones 'in four placcs, i.c.,
Shenzhen, Shuhai and Shantou in Guangdong and Xianen in Fujian, where special
arcas will be designatcd for the purposc, For instance, the Shenzhon Special
cconomic zone is in the Shekou district of Shenghen city, about 20 nautical
niles fron,Xianggang (Hongkong). Building of this speeial zonc began in
dugust 1979 and will cover 327.6 square kilonctres when conpleted.

In these special econonic zcongs foreimm firns can invest theoir noney in buil-
ding facto ries and running enterpriscs and other undertakings or prarticipate
in joint ventures with their Chinesec counterparts. They will be brovided with
the necessary conditions and accorded. preferential treatnent by the local
governuent. While the Chinese Governnent protcets their asscts, due profits
and other legitimate rights and interests, they_have to abide by the laws

and deccrees of the country. '

Regulations governing the setting up of Special ccononic zones werc prormulga-
ted by the ‘Guengdong proviicial People'’s governnent last year., They give =
anple scope for the forecign businessmen's activitics, with necessary conditions
and stable locations guaranteed, Precferentigl treatnent will be .given then

with regard to the use of land, foreign currency control and income tax. In
addition, their inport of goods and the entry and departure of Personncl.

Like other international econonic activities, the principle of equality and
mitual banefit will be followed in thg casc of special ccononice zones. Forcign
bugincssnen maling investnents or running factories in these zones will be
allowed to get g reasonable anount of Profit which is indecd a kind of cxploi-
tation. But with the sociglist ceonony holding the dominant position, the
econony in the special econonic zones ig only a very ninor supplcnent, and
the kind of cxploitation involved is nothing to be afraid (052 :

Speaking of Joint ventures with forcign capitalists in 1921, when ccononic
construction in the Soveit Union was at its carly stege, Lenin said: "wo shall
not grudge hin even 150 per cent in profits, provided the condition of our
workers is inproved."

The preferential treatrent given to Toreign businessmen in the special eco-
nenic gzones is bascd on an overall consideration of the econonmic situation at
hone &and abroad, It accords with the interests of China's socialist
construction, :
—Beonecnic REditor
WANG DACHENG
SOURCE Beijing Review No. 50. March 23, 1981,

IST DOCUMENTATION CEWTHE;P¢BOX-4628, BANGALORE-560 046.
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CHINA'S SPECLAL BCONOMIC 70NES

o
o

-~ Xu Dixin

The Chinese Government has set up four Speciql
economic zones. They are located in the cities
of Shenzhen, Zhuhai and Shantou at Guangdong
Province and the City of Xiamen of Fujian Pro-
vince.

Politically, the special economic zones gqre
basee on assurance of China's stqte Sovereignty
and governing authority is entirely in Ching's

- hands. Ecbnomica]ly, they are essentially
based on stgte capitalism. :

Why Special Economic Zones

Approximately 300 Special cconomic zones have been established in about 75
countries and regions in the world today (some arc called free trading zZones,
some Processing-cxporting zones and some tax frce trading zones)., Practices
vary betwecn countries, Special cconomic zones arc set up when a country
delimits a special arca wherc, through excmption of custons duty, it formu-
lates various Prefercntial conditions and provides public facilities so as to
attract foreign investors to sct up factories whosc finished products are
mainly for cxport, Insofar as capitalist Social systems arc concerned, fow
Problems arisc for those countries which sct up special economic zones bec-
ause the charactoristics of such zones are essentially compatible with the
development of capitalisn.

Some People wonder why China, a socialist country, hes set up speeial zones
which permit the manoeuvre of foreign capital. They ask: Concessions were
elininated a long time ago, why are a few areas with foreign investment being
operated in the manner of concessions? They also want to know whether the
four special economic zonesS represent a rcvival of the fcrner concessions.

41 though important, such concerns arec over-sinplified and superficial. The
situation can be best understood within context of the past and the nation's
Present state of developnent, At the end of the 19th century, foreign capital
poured into China, This was a result of invasion by inperialist powers which
used 'gunboat diplomacy! to inpose -~unequal treaties on China and infringed
upon .its state Sovereignty. The forcign capital presently being invested in
China is not based on "unequal treaties," but on the assurance of China's
state sovereignty. The special ccononic zones do not represent the revival of
former concessions because authority over then is entirely in China's hands,
Be they joint ventures with Chincse and foreign investnents sot up in the
special zones or enterprises run exclusively by foreign or overscas Chinesec
capital, they nust observe the Chinese Governnent's decrces and regulations,
Pay business ang income taxcs according to provisions and abide by China's
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Although they represent a ninor change in state cconocnic policy, the special
econonmic zones are not in basic conflict with China's socialist cconomic Sys—-
ten. The econony in the Special zoncs encompasses the socialist state econony,
the collective cconony and the individual cconony, but state capitalisn has
the lion's share. Processing materials for foreign countries, conpensatory
trade, co-operative cnterprises and joint venturcs are all state capitalist
econonic activities, Strictly speelring, the cnterpris.s run by forecign or
overseas Chinese capital constitute a kind of capitalist cconomy, but the
activities of such enterprises are subject to control and regulation by the
governnents of the special gones. As a result, they are special kinds of
capitalist entcrprises. Lenin clearly said: "State capitalism is capitalisn
which we shall be able to restrict, the linmits of which we shall bd able to
fix." This provides us with a thcorctical explanation of the naturc of the
enterprises financed ingividually in the special zones.

Sone pcople worry that the capitalists will exploit the surplus value of the
labourers, It should be admitted thet some cxploitation does ecxist in the
joint ventures or individually financed enterprises in the special zones.
According to China's regulations, joint venturcs or enterprises individually
financed by foreign capital or overseas Chinese €apital cen renit their share
of profits abroad after they have paid their income *ax according to rclevant
provisions and with the approval of the authorities concerned. The profits
rcenitted abroad and the profits retained for reinvestment in the special
zones obviously reprcsent the surplus value of the labourers. But allowing
foreign or overscas Chinesé capital to gain profits is, in a scnse, a policy
of redenption (that isy, in a sense, a policy of gradually nationzlizing the
neans of production of the exploiting classes at a certain price).

Shortly after the founding of the People's Republic the governpent adopted
a redenption policy towards the national bourgcoisic in order to win its
co~operation. Now we arc cuploying a redenption policy to win the co-opera-
tion of foreign and overscas Chincse capital, This is necessary for the
developnent of the cconcries of the special zones.

One of the characteristics of speccial zone economies is the fact that they
open the door to foreign countrics. Take Shenzhen . and Zhuhai for exanple,
their econcnic ties with Xianggang (Hongkong) and Aoncn (Macao) are rnuch
closer than with the interior.This situation may result in the close rela-
tionship and mutual-effcet between the role of regulating production accord-
ing to nmarket denmands and the narket fluctuations of Xianggang and Aonch.
Within the special zones, it cannot be said that the regulation of prodgction
by state planning docs not exist does not function. However, if regulation of
production by planning is nade to cover too large an areca, if it becomes the
nain body of the cconony of the special zones, thon it will be disadvanta—
geous to absorbing forcign capital and developin}; the ccononics of +the
Special zones. '

Special Zones' Functions

Because the special ccononic zones .in Guangdong and Fujian Provintes have only
been established for a short period of tine, their role has not been brought
into fully play. The following points addrecss the concerns nost frequently
expressed regarding their operation.
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*They serve as bridges for introducing foreign capital,_advanced.toohnuiugy
and cquipnent and“aswclassréoms\forw$raining_personnclwcapable“Qfmmastering
advancedvtechnalogy..Both in the process of production and circulation and
in the joint ventures with Chinese and foreign investnents in the Special
Zones, we can learn the latest techniques and scientific nethods of
nanagenent,

*¥To develop the naticnal cconony and cxpedite China's enterprise production e
and nanagenent, it is lnperative to pronote conpetition between regions, bet-
ween: trades and within a certain trade, In the developnent of +the econonies

of the special zone - and during their conpetition with Xianggang and Aonen -~
it is possible to win in the conpetition by learning how to make conparisons
regarding the regulation of production according to market demands, inprove
the quality of goods, develop new products and reducc production costs,

*It is possible to absorb considerable amounts of foreign exchange., It is
.also possible to transfer part of the foreign capital, technology and equip-
ment through the Special zones to other regiens concerned and set up new
enterpriscs there.,

¥The country!'s SPecial zones' can serve as cxperinental units in ccononmic struce
tural refornm and as schools for learning the law of Vvelue and the rcogudation

of production according to markct denands,

*By developing the economics of the special zones, it is possible to enploy
-Hany young people waiting for Jjobs.,

é_§gggig}_@ggg_gf_§ugg}cment to the Developtent of China's §oc§glist»Economy
Sone people wondcr why it is necessary norc than 30 years . since the found-
ing of the People's Republic, to set up spc cial ccononic zones, They also
wonder whether the Special zonecs signify that China is secking help fron
capitalist countrics, Such concerns are understandable, but unwarranted,
Since its establishrent, New China has scored brilliant achievenents in nany
fields of work, including econonic construction, But it has also traversed a
tortuous path, Conparcd with the world's nost advanced,nations, China'e Ltovel
of production is s$il1l rather low. Its funds and technology are inconpatible
with the requirerents of modernization drive., Furthernore, whylc inplenenting
ite policy of self-rcliance in econornic construction, China does not exclude
co-operation with capitalisn, Facts will Prove that through developing the
econonies of the special Zones, we will be able to nake use of foreign and
overseas Chinesc capital, as well as state capitalisz, to develop China's
Socialist cconony. Econonic construction in the special zones will poss?bly
becone a special forn of supplcment to the developmnent of China's socialist
econony, The total economies of the spceial zones will only constitute a very
Snall portion of the national c¢conény, M though the socialist econony will
continue to doninate, the role of the special zones nust not be overlocked.,

A _Planned Econony Policies ang Measures

- S S e e . S o e v
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The developnent of the special econonmic zones requires cuphasis on the word
"special®, For instance, in Opening the door to foreign countries, it is

‘hecessaory to sinplify procedurcs for entry and ex’t and nake things easy for

Visitors. In tax rate, it is ¢ssential to give Preferential treatnent %o
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Inported goods in custonms duties. Tax emenptions for- some goods are needed.
A portion of tthe profits gained by foreign financed enterpriscsis allowed
to be renmitted abroad.,

The “essence of developing the special cconomic zones lies in the inport of
foreign capital; naking foreign capital serve China's sociaglist noderniza-
tion drive. Given this, the lives of the people residing in the special
zones are bound to changec. Capitalist ideology is bound to incrcase. This
will require us to devote special attention to the ideological education of
people in the spccial zones. OFf course, cducation and training in science
and technolégy should not be neglected, cither. / ;

The currency used in the special econonic zones is nainly Renninbi (pooplc's
currency), the use of foreign currencies is lirited to designated arcas.
Renminbi represents the currency of the People's Republic of China, but in
view of the charactcristics of special econonic zones, it may prove nccess-
ary to issuc different currency for thenm. This is a very complicated problen
which calls for further study.

It would be inpossible for the special zones to dcvelop without the support
of China's interior regions. Only when they opcrate in co-operation with

the interior can the special zones gain necessary naterials. Of course

such co-operation is based on nutual benefit, And it can be successful only
when the special zones produce connofitiecs needed by interior. This cO=0pera=—
tion must be carried out in a planned way.

SOURCE: Beijing Review, No. 50
December 14, 1887

(for private circulation only)
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GROWTH OF THE NULTINATIONALS

by Teng Weize o and Jiang Zheshi

How do ILconomists in China look at the Hultinationals, the
role they play in the world cconomy ? The present article
writton by Teng weizao, professor and dircctor of the Research
Institute of Lconomics at Nankai University and Jiang Zheshi,
lecturer in the same institute gives some answer to this
guestion.

The article has appeared in "Beijing Revicw" ,No 7, February 16,
19815 pL 16 teo 20,

TRANSNATIONLL, Multinational, or international corporations-thesc
are all different names for the same thing, Gencrally speaking, they
are a form of internationa monopoly organization with branches and aff-—
iliates in many countrics and regions cstablished through direcct
investnents by an cnterprisc owned or controlled by certain financial
groups of one of the major capitalist countrics, Multinational COrpor—
ations produce, scll and cngage in other busincss operations on an
international scale, and practisc a "global strategy" to grab super
profits through monopolics they have created for themsclves.

Multinationals are a product of nomopoly capitalism devecloped
to a high degrce. 4fter World War II, nultinationals, especially
those of the itcd'States,. grew fapidly. T6 bn incroasing degrec,
they have dominateéd. production, distribution, trade, and finance in
the capitalist world and become a powerful force internationally.
This world's two biggest nultinstionals, Exxon and General Motors,
arc said to have in 1979 a turnover of 79,100 million and 66,300 nillion
U.S. dollars respectively and net profits of 4,300 million and 2,900
nillion U.S. dollars -and enploy 169,000 and 853,000 and peoples, Although
donmestic investnents fell off on nany occasions in major capitalist
countries, the forecign investuoents of transnationals rose steadily.
While <the nultinationals invest chefly in the developed countrics,
the developing countries are their main source of super profits. The
rate of profit from direct investnents by the multinationals in the
developed countrics was 11 per cent in 1977, while in developing coun-
tries it was 23 per cente.

In the last defade some new trends have been observed with regaxrd
to the multinationals, chiefly as below:

*¥ The uneven nolitical and ccononmic developncnt of capitalisn in
different countrics is reflocted in the uncven oxternal expansion of
their respective multinationals. In recent years, overseas cxpansion
on nultinationals bascd in the United States, Britain and France

have slowed down, while those of West Germany and Japan have spceded
up. More significantly, West Buropean and Japanese capital has been
flowing into the United Statecs and the differential in dircct invest-
nents in cach other between the former two and the latter has narrowecd.
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, ¢ The proportion of investnents by the multinationals in the
developing countrics has dropped from some one-third to less than one-
fourth., Investnents also tend to be concentrated in the oilwproducing
count ries, the politically morc stable and ccononically better-off
devecloping countries, as well as certain tax havens such as the Behana,
Barbados, Bermuda, Caymen islands, the “utch 4ntilles and Panana.

°© Multinationals now opcrate nore flexibly in the developing coun-—
triese To retain control of the enterprises in the developing countries
to reap big profits as beforc, some no longer rely on their najority
sharcs but go through other channcls, such as nanagenent, technology and
sales.,

°© In order to hodge riclks and inprove their conpetitiveness in
a worldd of ever-changing techniques, nultinationals frequently bring
together enterprises in various countries producting different products
or offering diffcrent serviccs to forn international conglomerates
and diversify production.

BEHIND RAPID RISE OF MULTINATIONAL CORPORATIONS

There are political and cconomic causces behind the rapid and
extensive development of the multinationals after World War II.

1. Fundamentally, it is the result of an acccleration of capital
accunulation and concentration, a grcater degree of nonipoly and growing
"surplus" capital. Thé big nonopolies posscssing advanced technology
and management skills and tremendous amounts of capital arc exporting
capital to seck monopoly profits. The United States is illustrative.
After World Var II, the big monopolies grecw steadily biggee and their
domination of major industrial scctors and the national econony as a
whole was vastly strenghencd. Now a few companics control practically
the whole U.S, market for motor vehicles, computers, acroplancs, iron
and stecl, oil, elcect ricity and chemicels. Since the market is
doninated by a few ecqually powerful oligarchies, it becomes incrcasingly
nore difficult for one oligarchy to capture a larger share of the marlket.
In a word, as production norc and more overtakes consumer ability to
pay in a particular sector, the arca for profitablc investments inside
the country shrinks. This leads to a relative surplus of capital which

leaves the monopolies no way out but to export their capital. Consequen~—

tly, countrics and regions with cheap raw naterials and cheap labour
and large potential markets become the nautural and chief targets of
investnents for the nultinationals.

Furthermore, to meintain their dominance, the industrial oligarchies
adopt the strategy of "investing to stop others from investing" which
in turn accelerates their cxpansion abroad. According to a Ha rvard
University study, this is the way the monopolics operatec: When a new
product appears, they nanufacture it at home to seize control of the
hone narket and export it to open up foreign markets. When the new
product graduglly beconcs perfect and the market abroad grows largdér
and the technology becomes more widely known, they start building
factories in other countries where the income and technical levels and
comparatively high, the labour costs are fairly low and there is denand
for a similar product, so as to prevent oversecas competitors from copy—
ing then and to maint,in control of the foreign market. Then, when the
now product reaches the stage of standardization and conpetition is
nanifcsted mainly in prices, its production is shifted to arcas of
aboundant cheap labour.

2, The technical revolution has swiftly developed the productive
forcecs, bringing about a greater degrce of socialization of procduction
and calling for the internationalization of production and capitale.
While cutomation demands rigid quality of products, it also turns out
a greater diversity of products. This reguires the nonopoly enterpriscs
to specialize production, to rescarch and introduce various special

%y
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equipnent and technologies, to carry out greater specialization and co-
ordination among their departuents and cven to go outside their countrics
to organize large-scale co-ordination of production betwreen their

branches and affiliates. Only in this way can they inporve productivity
and lower costs, This is why the multinationals have taken to internati-
nal mpecialization anad co—ordination,

The technical rcvolution in communications and transport has vastly
roduced transport costs and has ccononic,.1ly shortend distances between
countriecs to create Tacourable conditions for the internationalization
of production and capital,

3. Assistance fron state nonopoly capitalisn. After World Va I,
the developed capitelist countries cncouraged and urged. their nultina-—
tionals to expand abroad by various ways and neans. These governnents
invested directly in the nining and other sec tors and set up "state~
owned" or "stato-private" companics which expanded abroad. They funded
the private nonopoly conpanics! buying of new equipnent to become nore
conpetitive in the international narket and shouldered the risks and
invested heavily in rcsearch and the developnent of science and techno-
logy on behalf of the nultinationagls, They granted then preferential
financial aid and encouraged tjen to re-invest in forcign countrics by
deferring, reducing or renitting tax on their overscas profits. They also
Passed legisletion to guarantce foreign investrents ofthe multinationals.,
They supported them in their business opecrations abroad through diplonacy
and through the state explrting capital ebroad as sid to other countrics
and forcing the recipient country o accept all sorts of conditions,
which created a f acourable a tunosphere for the multinationels to invest
therc. They also sot up various intcrnational co=~opcration, crefited
conditions for the mltinationals to cxpand abroad. These neasurcs
have greatly spurred the multinationals of the developed copitalist
countries to empand into other countries.

Since th: rise of vigorious national-liberation novenents in /Asian,
African and Latin lnerican ocountriesn colones and devendencics becane
independent one aftorp another after World Wa r IT. Sone developed
capitalist countries have nainteined their political and cconomic influ-~
ence in these countrics through their miltinationals! investnents. TIn
sonme countries and Zegions, the multinationals actually becane instru-—
nents of ncocolonialist policies, It must be pointed out that investnent
by the multinationals in the developing countrics is Gifferent in
nature fron their investinet in the developed countries., In the former
investnents arc usually one-way, while in the latter investnents arc
two~way. The multinationals frequently ecxercisc control over the cdono-~
nies of tiese newly indepencdent deweloping countriecs by taking advantage
of their Pressing desire to develop their industries and agriculture
and t heir lack of funds and technology, through dircct investnents
and using the recipients! cheap labour and sccuring chesp raw materials
to undernine Tecipient countrigs! ceononic intercsts and political so-
verignty. One of the nain tasks,.for the developing countries today is
to change this situation and fight for the establishnent of a new
international ccononic order.

TEEIR ROLE IN THE WORLD ECONO Y

In view of the ir huge econdnie night, their flexible strategy in
nenagenent and in their neans o¢f cxpansion, and their nonopoly of pro-—
duction, sales and technologics, miltinational corporations play an
important role taday in the dévclopmont of the world €CONOIy. Sprci—
ically as followss

of “eapital is Speeded up, int;rnationalizing production and” capital
operations and bringing production in the apitalist world incrcasingly
under the control of g snall number of big multinationals,

1e The mrocess of concentration of production and the accunulation

s production end soles of the multinationals cross national boun—
darics, they nced greater capital. This has impellcd enterprises to

' 1 - A LA 5 g b d L ST
ta ke over other ceompining ¢ home ard abroad.
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In cstablishing organizations abroad, sonc nultinationals sct up branches,
but nost of them take over cxisting cnterpriscs, swallowing up the
production, sales and rescarch facilitics of the host countrics, and
then reorganizing, cxpanding and developing then. The lerger the
nultinetionals, the morc they resort to this form of cxpansion. After
the Second World Var, the big U.S, nmonopolics nade inroads into Burope
nainly on the strengh of their abound-nt capital, ncw technology and
the strength of the U-S. dollar. U.S. Jdollars were used to buy up
enterprises in Burope to swiftly cstablish their own networks and
intensify the dominance of U,S. monopoly capital in the world, This
inva sion" of the U.S. multinational corporations roused the opposition
of the monopoly capitalists of Western Burope., When they gradually
recovered their economic strength they formed nerger, which were sup-
ported if not organized by their national governnents. Many formed
corporations with branches abroad, amalganated or combined to inprove
their position to challenge the U.S. nultinationals.

2e  In a certain period and to a ccitain degrec, multinational
opcratiohs promoted the devclcpnent of prodective forces in certain
rcgions of the cajitalist world. In the carly post—war period, when
the cconomics of Western Burope and Japan were revovering, investnents
by UeS, multinational corporations in these arcas objectively played
an important role. New industrics in Western Burope, such as thec petro-
chenicel, synthetic fibre, synthetic rubbor industry and so on, were
all first sct up with American capital. Over the past dewade, the
activities of the multinationals have had a lot to do w ith the ccononic
developnent of Brazil, Mexicc, and ca pitalist countries in the Far
East, including ncmbers of the Association of Southcast Asian nations.
The experience of nany developing counfries proces that so long as a
policy of independence is meintoined and the right steps and necasurcs
are taken, the import of transnationalcs pital and technology in a
planned way, stcp by step, sclecctively and within linits, can play
a positive role in the cconomic growth of developing countries.

However, the activitics of the transnationals bring in their wake
a rash of problems. In Western Europe, sone of the most advanced
branches of industry such as the clecctronic conputer industry such as
the electronic computer industry arc controlled by UsS. captial, which
gravely affcets the development of thesc industrics in that part of the
world, /nd since the UisS., multinational corporations occup y a ‘
dominant position in the cconomics of West Buropean countiies, the
cconomic developments in the United States and changes in nanagenent
stretegy of its corporations dircctly influency cconomic developnents
in Western urope. In developing countries, the operations of the mul-
tinationals have made them morc ccononically dependent. Certain coun-—
tries (particularly the smaller countries), whose enterprises rcly on
cxport processing zoncs, beconc merely the processing workshops of
foregin multinational corporations, places suppluing cheap labour' and
resources, If an independent policy cannot be maintained and no
proper managenent ncasures taken, the direcction of economic development
of ghese countrics can be nankpulated by the nultinational corporations.

3+ The growth of the multinationals had an iimense inpact on
international tradc.

Post-war capitalist intcrnational trade developed very rapidly
and its specd overtood industry eznd agriculturc. The volume in trade
af industrial products to be proccsscd between tho developed countries
increased nmuch more rapidly. One najor rcason was the greater siae of
the multinationals, Ls they built now plants, enlarged facilities and
nerged and reorgenizcd, they sent out nachinery and various kinds of
production equipment to their subsidiarics and affiliates. Sonetines
they cven cxport certain raw natericls and senl —finished goods to
boost cxports from the hone country. It is thc ocomnon practice of the
nultinationals to divide work among their subsidiaries and affiliates
and assemble the parts and oricntate scles and this requires noving parts
and conmponents, seni—finished and finished produfts around thd diffcrent
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countrics, thus cnlarging the volume of irade of the capitalist world,
The rcsult is that the doncstic and forcign trade of the multinational
corporations occupy a very large sognent of both the total world trade
and the totel inport-czport titade of any ono country.

Their dominance of world trade has allowed the multinationals a
role in spurring the growth of international comnodity exchange and,
at the sanc time, influecnccd changces in the strudturc and flow of world
tradc, patticularly influcncing the cconony anc trade of the countries
in which the subsidiarics of the nultinationals arc based. Here is
an illustration. 4s the multinational corporations plan their inmport-—
cxport trade according to their own global strategy and the countrics .
where thesc corporations arc bascd cannot intervene in theirtrade
orientation and quantity of product, not cven subjeccting to the regula~—
tory mecasures of the exchange rate of these countrics, they frequently
directly hurt the intcrecsts of the countrics where they arc bascd. To
cvade taxes, pull out capital and adjust the ratc of profits of their
subsisdiaries as well as to avoid fluctuations of remittance rates and
othe risks, the rmltinationals artificially, manipulate prices in their
internal trade to the loss of the goveranent of the host countries,

4. With plenty of capital and an innensc flow of funds they
influence the stability of the international noncy narkct.

The multinationals, cspecially U,S. nultinationals and U,S. ,nulti-
national banks in Europe, always have in hand huge sums of bank deposits
and liquid assets. In the carly 1970s, short-term liquicd asscts.
held by the multinationals all over the world came to morc than 260,000
million U.S, dollars, with the U.S.mulyinsyionals holding the nost.

They are a primary sourcc of the Eurodollar. A huge anount of capital
is constantly being transfcrred between the head offices and their
subsidieries and also among the subsidiarics themselves because of.
business opcrations. This intcrnal flow of funds anong the subsidiarics
and is directed and adjusted by the head offices in ;ursuit of profits
around the world, ond state governients have no way to control this,
This internal constant flow of short—tern funds betwecn countries is

the main source of funds international specultave a ctivities frequently
disrupting the international balance of revenue and expenditure, the
stability of the exchange rate and effectiveness of the credit poliecy

of the host countries. In recent years, the mulfinationals have used
the instability of the capitalist nonctary system and thé many criscs

of the U.S, dollar to engage in largc-scale currency speculation and to
avoid logses becausc of rote fluctuations through exploiting changes in -
the exchange rate and the intercst rotc end the difforent nethods of
nonetery cobtrol of the various countrics. This has caused grave naking
state governments devaluate or revaluate their currency or clamping down
tighter foreign exchange controls.

In a word the opcrations of the multinational corporations have brou-
ght the degrec of socialization of production beyond national bordors
to the stage of internationalization of production. But the necans of
production are still provately owned end the trend to concentrate
continues unsbated. This will incvitably aggravate the basic contra-
dictions of the capitalist world. The struggle to control and against
control among the developed capitalist countrics grows morc acutc.
While utilizing the funds and technology of the multinational corpor—
ations to develop production, the developing countries arc also doing
their best to safcguard state soverignty, adcpting planned controls over
the activities of these multinationals and struggling to establish a new
international economic order based on cquality and nutual benefit,
Today, the scope of exploitation of the multinational corporations is
of an unprecedented scale: not only are the workers and labouring
people of the developing countries and of their own countries being
dircetly exploited, but those of other Ceveloped industrial countries
as well. The sharpening of the labour capital contradiction causedby
the multinationals and the proliferation of multinational trade unions
within the respcective corporations will ha ve o profound effcect on the

developnent of the intcrnational worlcves noveront.
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CHIWA EAPANDS FOREIGN TRADE AND
ECONOWIC RELATIONS (116)

China ®ill continue to jfollow an "open-door"

policy and expand economic, trade and tech-
nical co-operation with other countries on
the principle of ecuality and mutural
benefit.

A Spokesman of the Administrative Commission on Inport and Export

Affairs earlier this month spoke about China's trade and economic relations
with other countries during the Period of economic readjustument. He
_pointed out that tliere was a healthy development in trade relations and
econonic co-operation with other countries in 1980,

Foreign trade and cconomic relations will grow in gemneral ‘uring
the on-going econonic readjustment. Trading in the world market and
economic and teclhinical co-operation with other countries will improve
China's production capacity, enliven the home rarket, strenthen weak
links in the national economy and thus improve the country's degree of
self reliance.,

TECHNICAL CO—OLERATIOQ;

Bconomic and techmical co-operation last year focusecd on tie development
of encrgy resources such as coal, petroleum end power, the modernization
of rail transport and port construction anc the revamping of existing
enterprises, '

Contracts were sisgned between China and French and Japancse oil cornora-

tions for joint exploration of off-shore 0il in the Bohai Sea and the
Beibu Wan Gulf. Lrilling has already started.

Technical imports were concentrated on indroducin: key technology in
M~

the future will be coordinated with revemping of old enterprises. Tais
will be a long-term Policy,.

FOREIGN LOAN AND JOINT VENTURES:

In economic co-operation, China last year accepted hoth government and non-
governnental foreign loans, based on the ability to repay. Included

were a low-interest loan from the government of Japen and a lorg-term
interest-free loan from the government of Belgium,

P

Both the International Monetary Fund and the World Bank last year restored
hina's reprcsentation and later sent delegations to China to discuss the
prospects of cconomic and technical co—~operation., More delcgations are
coming this year for futhsr techinic.l studies with the view of bringing
about carly results. ' ;

Joint ventures, which have atiractec great intrest in international trade
and financial cizcles, continued to build up momentum in the latter half of
1980. liore than 500 joint venture agreements with foreign firms were
ratified by Chinese central and local governnents, These include joint
enterprisss and items of Co-operative rroducxztion, mainly in light Industry,
textiles, clectironics and machine building, as well as hotels. Twenty Jjoint
ventures will be set up abroad.
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Last year the state passed the income tax law concerning joi nt venture
and detailed regulations for its implementation. (For the income tax
law, see Beijing Review, No 40,1980. -The relevant regulations will
appear in Bemjing Review Soon) Further regulat-ons and mMeasures will
be formulated to define more clearly the laws of taxations, loans and
foreign exchange control,

The' current restructuring of China's foreign trade is intenfled to spur
the expansion of China's foreign trade and economic relations under a
uniffied policy by changing over-centralized management and outdated
regulations.

Readjustment 1ast Year focused mainly on giving local departments and
enterprises the right to retain a part of their foreign exchange,
Opening more channels to foreing trade, including the establishment
of 17 new import and export corporations and the founding of foreign
trade cooperations in Beijing,Tianjin, Shanghai and Guangdong and
Fujian Provences. Special flexible measures have been adopted in
coastal Guangdong and Fujian Provinces where special economic Zones
are being set up.

Foreing trade last year showed a fairly big increase and the trade = ..
deficit was less than Planned. Tot:1 value of import and export in 1980
reached 54,600 nillion yuan, an increase of 20,7 per cent over 1979,
Import rose by 15.2 per cent and export 27 per cent. Last year the
proportion of industrial products in total volume of export continued to
increase with a corresponding drop in farm angd sideline products.

More goods from remote areas and areas futher inland were exported,too.

To facilitate transportations of imports and exports from inland areag
Wuhan, Chongging and six other ports along the Changjiang River were
Opened to handle foreign trade.

China had trade relasions with more than 170 countries and regions last
year and import and export commodities exceeded 50,000 in Cariety.

This year, efforts will be made to rise the quality of export
comnodities, add new varieties and improve packaging to meet world market
standards. At the same tine, improvement will be made in such weak

links as transportation, port facilities and storage.

****%******

SOURCE: Beijing Review, NO 8, February 255 19815 ‘ppe 1 20=21,
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SYSTEM

distorical experence proves that the
collective economy in Chinese villages is
basically successful, but problems remain.
4t present several forms of the production
responsibility system have been implemented
all over China and are being developsd into
an aell=round direction of the reform process
is to investigate ond experément with diverse
me thods so as to find sociaglist production
Jorms and to formulate systems of sociaglist
economic management best suited to Chinese

villages.
~ Du Runsheng

The Party Central Committee's rural policies, pursued for the past
two years throughout Chine., have led to a better rural situation than we
anticipated. In arcas where there were no severa natural disastors, not
only has grain output increased, but there has been an overall inprove~-
nent in other farn production, fisheryk forcstry, aninal husbandry and
sideline occupations,

To accompany the reinvigorated collective cconony, the household
econony has been restored and developed, Even in areas which have
suffered extrene difficulties, the peasants! livelihood is turning for
the better.

With the nationwide inplementation of the production responsdibility
system, an all~round reform of the rural cconomic systen is taking shape,
Its main goals are: to grant the right of self-deternination for the
collective econony to the localities and to ray attention to the peasants!
nmaterial interests in order to stimulate their onthusiasm for work,

This process has Just begun, .Our task at the noment is to perfect
the responsibility system while solving the problem of comnodity
cxchange between the cities and the countryside and the relationship
between farnming ana COIINGYCE o

Then, we shall have to tackle the problem of rerfecting the overall
Socio~-ecconomic structure and superstructure in the rursl arcas.

HISTORICAL AND PRESENT SITUATION

Our Party began the socialist transformation of agriculture in
1922 « In 1958, rural people's communes were sct up all over the country,

Now it has becone necessary to reconsider: In a vast country
like China, is success possible if we allow only one form of rural
cconomy? What are the advantagecs and disadvantages of this ccononmic
forn? 1Is reforn necessary? How should reform be carried out?

These were our approaches when ve first introduced the production
responsibility system in the late70s, OF course, the reforms include
more than the responsibility system alone.

The advanc:d agricultural producers! co-operatives ware establi~
shed in the 50z through a gradual proccss initiated by Comnrade Mao
Ze=dong, Initially we sct up nutual-aid teams and later we organized
elenentary agricultural produccrs' co-operatives. Both involved co-
operation on the basis of private. ownership.,
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The transition period for transforning elementary co-ops into
advanced agricultural producers’ co~operations was expected to last 15-20
years. But, within thrte ycars the tr-nsition wes conpleted and the advanced
forn was adopted all over China.

Only one yecar after the advenced co=-ops were formed and, prior to their

consolidation, they were rcorganized into people'’s communes., LA "comunist
wind" was stirred up.

Therefore, the Party Central Committec and Comrade Mao Zedong resolutely
guided the peasants to retrat to a systen of "threc level ownershop with the
production tean as the basis, " i.c., owncrship at the corrune, production
brigade and production tean levels, with the production tcan as the basic
accounting unit.

& review of our experiencc over the past 30 yoars roveals that:

1.« From a national perspective, it is correct and successful for China's
agriculturc to take the path of socialism, to have public land ownership and
to produce crops on a co~operative basis. We have basically solved the problen
of fecding a population of 1,000 million, and have provided the basis for
industrialigation., More significantly, we cnded the plunder of land by the
landlords, which had gone on for thousands of ycars, and abolishcd the systen
of c¢xploitation.

2=+ Currcntly, about one-third of the production teams arc well-~run.
4Lt present price levels, a pcasant necds an annual incone of 120 yuan to
subsist. In these teams, the peesants! annual average incone (including
incone from sideline occupations) is gencrally more than that ameunt y and
in some places they carn 400-500 yuan or cven 1,000 yuan.

In the Liughuang Production Brigade of Qiliying Commune in Henan
Province, for exanple, a commune member!s annual income from the collective
is 470 yuan. Stipends for welfarc facilitics and rccreational entertainment
cone to 67 yuan per capita, and other subsidies add 50 yuan per person,
adding up to a total of 587 yuan per ycar,

The commune famuly pays no rent and is typically housed in a single-story
lwelling with an average of onc roonm for cach person, within the walls
of a private courtyard. Some even have TV scts, clectric fans and. ther
appliances,

Production brigades or tecams like this have worked collectively and
have alrcady acquircd or developed machinary, chemical fertilizers, inscct-
icide and irrigation systems. In addition to farnm production, they engage in
sideline occupations and industry, which form the cubryo of a comprchensive
new strucure for the rural cconomy, An individual eovonony is certainly in-
capable of such large-scalc projects.

3¢ [Inother third of the production tecams arc not as wealthy as those
in Qiliying, but if they work hard, it is within their capability to catch
UDe These tcams have not.yet diversified production, but they posscss
certain fixcd assets which provide the basis for farn nodernization, such
as fern machinery and irrigation systeus as well as some industry.

4. The average annual per—capita incone for peasants in the .rcmaing:
bird of the prodiction teams is under 60 yuan, not enocugh to support
thenselves.

They must rely on sideline occupations, on gobveranent rclief or on
frugality to nake ends mect. That noans they are frece from exnloitation
but have not yet shaken off poverty. 8o the supcriority of the collcctive
cconony has not been fully displayed.

5. Returns from pcasants' private plots have always been comparatively
high, Investigations show that in parts of Guangdong Province, the
private plots can produce six crops a year. The return on private plots is
several tines higher than on collecetive caos,
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This leads pcople td wonder if pesarnts can possibly give equal
consideration to collective and private production. The prescent systen
of assigning cutput quotas for individual labourers on collective tasks
has, to a certain extent, rcsulted in their cqual attention to both kunds
of production.

Thus, as we said carlier, the collective cconomy is for the most
part successful but still has somne problens.

The trouble lics in the incorrect integration of collective and
individual intorecsts, such that individual intercsts arc often neglcctcd.

There is no longer exploitation under the systen of public owncr—
ship. However, if tic ncans of production and tiac fruits of labour
are not fully at the disposal of the labourcrs, they will fccl that
they are not working for themselvcs.

Therefore, to stinulate the workers! incentive to produce, we nced
a form of managenent which puts the labocurcrs in charge of the means of
production and the fruits of labour, provided it also adhercs to the
collective econony.

PRODUCTION RESPONSIBILITY SYSTEM
Marxisn teachcs us that no new relations of production can be
successfully cstablished unless the productive forces suitcd to then
have developed to their fullest cxtent. Thercfore it is nccessary to
choose relations of produc tion that suit the current productive forces
in the light of the differences in the ccononic developrient in wvarious
regions,

This is a task that should be tackled consistently and carnestly.
Pursuing the form of "large in size and collective in nature" whilc
neglecting the level of development of productive forces would only
obstruct their development.

In Yunnan Province, there is a national minority still in the
stage of primitive communalisn, in which private ownership has not
yet come into being. A4 tribal chef lecads his people to work together
to perform simple tasks and cultivatc the land. Crops are divided
cqually anong all,

Soon afterliberation, it was decided to give the tribe and pernit
them to work according to their own primitive practiccs for several
years, and to work towards a nutual=-aid organizatiocnal forn.

But when co-ops and then people's comnunecs were sct up throughout
China, this primitive comnune was not exempt. Even though the changes
were too sudden and werc inappropriate for them, the tribal people
accepted the people's commune. Why? Becausc they were used to working
together and distributingcrops in a unified WaYy e

When the co-op and subscquently the cormune werc formed, the tribe's
orgafization remained the sanc, with the *+ribal chief assuning the title
of production team lcadcr.

To this day their cconony is virtually unchanged. I visited
then and found that with the exception of a pot and a knife which they
bought from the narket, all of their daily srticles were home-~nade,
including cocking ladles, banboo water pails and cotton cloth.

Since they have no commoditics, exchange is undeveloped and conn-
odity exchange is considcroed shaneful. The present form of organization
has postponed the disintegration of the tribe's natural CCONOomy ,
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This exanple shows that developnent of prodictive foreces can
actually be slowcd down if the relaticns of production are not suited
to them. Only by spceding up the growth of productive forces and
developing comnidity production can socialisn be built up,

The level of developnent in nost parts of China is nmuch higher
than in that Yunnan comnune, but a few others rctain their origingl
seni-natural or natural econcnies., In such arcas it is necessary to
readjust the relations of production to correspond to the level of
productive forces, so that tie original productive forces will cxpand
and develop, and the natural cconony will eventually be transforned
into a commnodity cconony,

In this way production can dcvelop along specialized lines but
nonctheless on a socialized basis,

It is inmperative to cnsurc that individusl intorcsts are guaranteed.,
with the collective econony as the precondition, and the collective
cconony is strengthened on the basis of developing individual interests,.
so that both tle collective and the individual are respensible for
connodity exchange, both are rewarded econonieally, and both are notive
forces in ccomonic developnment, 5

Our goal nust be to develop a connodity econony as we consolicdate
and develop- co-operative farms, Throughout the country the connodity
econonmy is undcrdoveloped; the net rate of narketable grain (the
percentage of grain that can be sold as compared to the total amcunt
that is produced) is only 15 per gent., The comnodity rate of other
farn products is sinilarly low, ocialist relations of production cannot
be established soundly unless a cOrmodity ecconony is fully developed.

It should bve rointed out that we arc firnly follwing the road of
collectivization in China's villages. Multiple forns of the responsi-~
bility systen should serve to inmprove collectivization,

The recent rural econonic reforns have engendered the following
forms of the Tesponsibility systen:

In econonically develo ed arcas, the form of givin ‘renunerations
? O
acccrding to output is encouraged, Within a diversifics cconomnm Pro-
it g ’
duction quotas are set separately for cach specialized task, such as
1Y J P ’

growing a particular grain, growing one kind of industrial crop,
breeding cattle, operating vehicles, building houses, doing Processing
Jobs or perforning sercices.,

Everyone works under g unifiecd nenagenent, and each specialized task
is performed by a aroup, a fanily or an individual., Renunersation is
based on work acconplished=-nore work nore pay, less work less Pay e

In poorer arcas where comnodity production is still rarc, the forn
of bao chan dao u, or fixing outout quotas based on the household" has
been instituted. That s, under the unified nanagenent of a production
tean, each houschold is Tesponsible for all of the tasks of production
on a certain amount of land, including the costs of production. The
produce is distributed centrally, with surplus producec retained by the
producer.,

In some cascs, underthe wunified nabagenent of the production tcam,
each household rectains everything produced on the land assigned to it
after paying taxes and contributing its sHare to the accurmlation and
public welfare funds as a nember of the collective., This forn, known
as BLO G/IT DAO HU, allows the houscholds greater autonony and indcpen—
dence in nanagenent.
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I found that in areas where the two forms have been instituted,
production has increcased by an average of 30 per cents L few production
figures have doubled or even tripled.,

Production teams in an intermediate state of development are expected
to assign output quotas to individual able~bodicd labourcrs under the
unified adnministrgtion of the production tcams.

The difference between this form and BAO GAN DAO HU is that produ-
ction tean planning and nanagement is under unified leadership, and
the portion of income from industry and sideline cccupations is distri-
buted in a unified way, as is incone fron agriculturc,

“11 the above~mentioncd forns togecther could be called "the contract
system according to production." Besides, the pcasants nake other choices
with regard to the prodution responsibility systerni.

In short, diversified forms should be adopted while unified patterns
should be opposed. Our goal is to attain an economic co-operation which
displays the superiority of unified manageuent, can inspire the enthusi-
asn of the individual, and combine unificd lecadership with the workers!t
right to manage and distribute the fruits of their labour. This will
provide perpetual renewel of notivation for the forccs developing the
rural cconony.

SOCIALIST PLTH UPHELD

Some say the form of BAO GAN DAO HU is good, and sone say it is
terribles What arc the facts? '

Do those pecasants who favour this form tend to degiate from the
collective cconomy? In sone cases, yes. Once their initiative for
individual production is roused, there is a tecndency to pull away fron
the collective, ¥

However, pcasants of oresent-day China are no longer like the
peasants prior to liberation, not are they like the peasants of the 50s.

The najority of today's pcasants want to get rid of not the
socialist road, but rather the heavy burden of intolerable equalitar-
anisn, un@euocratlc orders and the arbitrariness of a few, prooloms
left untackled for wmany yecars.

In the poor districts, BAO GLN DAO HU has helped the peasants
elininate these practices, which i& one reason it has been so well-

received,

Tris form differs from the individual economy of the post-land
rcforn era, because the situation and conditions have changed. Obje-
ctively therc are more factors binding today's economic forms to the
socialist path.

1rst of all the leadership of the Party and the people's demo—
cratié dictatorship are actively guiding the peasants along the path of
socialisn.

Sccondly, in the 50s the capitalist class was abolished as a class
so that now both our industry and commrerce are socialist, as are our
banks which privide credit. In the countryside, the-socialist cconony
is in an absolutelydominant position, with & systen of collective or
state—owned property that camnot be transferrced or divided, like water
coaservancy facilitics and large-scale agricultural machlncry.

Furthermore, the law stipulates that buying or selling of land is
forbidden, in order to restrict concentration of land as well as
polarization betwecen rich and poor.
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_ As a result, the forn of "fixing output quotas for houscholds" and
the form of BAO GAN DAO HU resemble neither the snall private econony
before liberation} nor that of the poriod after land reform and before
co-operation. Therefore these two forms are consistent with socialisn
and remain a conponent part of the rural socialist structurec.

Then what are the prospects for the @cvelopnent of these two forms?
If ter the problen of livelihood has beon solved, vpeasants will ask for
further econonic ikprovement. They will nced new ncans of production:
chenical fertilizers,‘pesticides, nachinery and' irrigation facilities,

Contradictions will arise between production growth on the one
hend end lack of capitel and individusal nabagencnt on the other, The
only way out will be to pool capitel and labour.

This can alrecady be scen in villages in “nhui, Henan and Shandong,
wherc peasants have developed collective sideline occupations.

4dn advanced :forn of association will only appear when the commodity
..econony has developed and conditions for specialization of labour have
natured, ' :

By then, the associations will neccd to extend their work to specia~-
lized production and sercices, such as the associated production of
fruits, silk and tobacco, as well as pig=raising and chicken-breccding,
Techniques, supplics, marketing-and scrvices will be handled in a unifiecd
Ways

Eventually, such organizetions will cvolve into a kind of assgciated
econonic cntity covering f arming, nanufacturing and commerce cmbracing
several regions.

In short, with the growth of productive forces, devclopnent of
connodity cconony and the introduction of new technieal equipnent, snall
-production that is currently carried out under the system of BAO GAN DLAO
HU will be transformed into associated big production.

The transformation will be possible because of material conditions,
rather than the people's will. i

Some hold that BAO DLO HU is the sole form of the production
responsibility system and that it should be inplenented unifornly
in all areas.
¥ [}
:This is wrong. Any forn of the production responfibility systen
will go through a process of initiation, growth and inprovenment, The
.systen of BAO GAN DAO HU is no exception,

In the course of developument, some pcasants will increase their
incones, some will become ruch quickly, while song households short
of labour will make economic gains morc slowly. ssistance nust be
given to the latter. &

It would be wrong to expect that everyone will achicve prosperity
at the same pace, but tiat does not ncan we will forget the principle
of general prospe:ity in the long run.

While looking after the interests of the individual, we nust
also consider the intercsts of the statc and, the collcctive.

While guaranteeing the state's inforssts, we should turn to
economic medsurcs and the law, such as the oontracting system, to
solve the problens of cconomic cssociation between collective and
individals, and the sharing of rights and obligations.
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The livelihood of the poorcr familics who arc short of labour will
bé improved by mcans of taxation and through the social welfare and
pension systens.

In the meantime, it is essential to cducate the peasants that the
purpose of "fixing output quotas for households® is to develop product-
ion, increase incomne and strengthen the collective CCONOLY »

Therefore, public resources and wealth such as trees and water
conscrvancy projects should be well-protected and not divided Uups’
Powerdriven wells and tractors should be ‘used collectiwely as usual.

fnd every peasant should fecl onligeted to do a certain amount of
voluntary labour, such as planting trces or working on pubhlic projects.

The growth of the production rcsponsibility systenm signals the
desire for reforn among the peasants who have been mobilized. This is
a social current which cannot be held back,

(Title and sub~titles are ours.- Ed.)

SOURCE: Beijing Review, no.48. November 30, 1981, Page No.15-2¢
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Fairly large developments have occurred in
China's rurael economy in the last two years
as a result of the new agricultural policies.
This report deals with how these policles
were formulated anl what problems they have
solved.

China's leaders began to seriously grapple with the situation in agricul-
ture at the Third Plenary Session of the 11th Party Central Committee, a
meeting of historic significance held in December 1978.

Since g then the Party has adopted flexible rural economic policies,raised
the purchasing prices of agricultural and sideline products, relegated -
decision-making power for agriculture to the grass-roots level and re-
affirmed the principle of "to each according to his work" so as to
overcome absolute equalitarianism.

GUIDANCE GIVEN ACCORDING TO SPECIFIC CONDITIONS

To seek better methods of agriculturdl mamagement, many places have begun
to adopt different forms of responsibility system in production. Slme in-
troduced the system of fixing output quotas based on groups (each compri-
ses several peasant households) and some adopted the system of fixing
output quotas bsed on househods or on individuals . But there are still

a few cadres who do not understand or support this practice, thinking that
it deviates from a correct orientation.

During the spring-summer season of 1980, some Party Central Committee
leaders made separate trips to nine provinces to carry out investigation
and study. That September, the Secretariat invited provinecial Party lea-
ders to a meeting in Beijing where the respdnsibility system was discussed,
sifflating dbyithenpawdieipapbsssed a nd reports were given on the loeal

Leadiry cadres from Gansu Province in the northwest reported that over
95 per cent of the production teams in their province had adopted some
form of responsibility system, with 39 per cent having introduced the
system of fixing output quotas based on households. This development

reflects the cemmon desire of the peasants in the poor and backward areas
of the province. :

Participants from Guizhou province in the southwest, where the situation
is similar to that of Gansu Province, declared: With enlarged power of
decision for production teams as a tremendous impetus, Guizhou has g
bright future.

Leaders from Henan Province in central China affirmed that the adoption of
the responsibility system had yielded remarkable results. In places which
had depended on state relief over the years, people are now getting more
food and clothes through their own efforts and thereby lightening the
burden of the state.
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Leading cadres from Jilin Province in the northeast confirmed that the
introduction of the responsibility system had helped consolidate the col-

lective economy. Since mechanization is

fairly widespread im Jilin, most

places did not adopt the system of fixing responsibility for output on
households. But no measures are being taken against those places which

have instituted this system.

About 10 million people in Yunnan
(40 per cent of the province's
population) were adversely affected
by severe calamities in 1979,accor-
ding to a report by leading members
from Yunnan Province in southwest
China. The system of fixing output
quotas based on households wes
adopted, prompting a turn for
better in 1980. Food supplies
Creased and food prices at the
rural fairs ' either remained stable
or declined somewhat. i

the
in-

There
areas

is no need for the rural
around the suburbs of Shan-
ghai, said leading members from the
city, to adopt the system of fixing|
output quotas on the basis of house?
hods.The level of collective econo-
mic development is high and the
tasks confronting agriculture are
to continue to develop production

and better serve the city. '

S

Leaders in the Party Central Commi-/
ttee stated that these various opi-!
nions reflect the uneven economic %
development throughout the country. }
Therefore, different methods, and
not only one, should be adopted to
guide our work according to speci-
fic local conditions.

After holding this discussion, the
Party Central Committee issued a
document on the policies relating
to agricul tural production, which
affirmed the various forms of res-
ponsibility system, including the
fixing of output quotas based on
households, under the leadership of
the production teams.

After making an inspection tour of
the rural areas early this year,
Premier Zhao Ziyang pointed out
that different forms of the respon-
sibility system should be adopted
to suit different levels of econo-
mic development.

~ Advanced regions (where the col-
lective economy is relatively con-
solidated, production develops
year by year and peasants! lives
improve annually) should mainly
adopt the system of responsibility

Jdover

THE RESPONSIBILITY SYSTEM

The system of responsibility in
agriculturel production is a form
of management adopted for the col-
lective economy. Offering a
diverse and flexible organigation
of labour and remuneration methods
which are popular among the pea-
sants, this system was widely
adopted in China's rural areas
after 1979.

The general practice is to reduce
the size of the labour groups in
the production team, which is cur-
rently the basic accounting unit

in the countryside and which is in
wharge of 20 to 30 households, A
group formed voluntarily by seve-
ral peasant households, individual
peasant households or peasants
regularly make a contract to under-
take a certain productinn task with
the production team. According to
the terms of the contract, the vun-
tractor has certain rights and res-
ponsibilities. He is pad for his |
actual work and will be awarded for
fulfilling production, so as to
ensure more pay for more work. The
Jeasant is bound to honour the time
set. imithe contract but is 'free to
arrange his farm work. This repre-
sents a change from the customary
practice of the past in which the
team leader directed daily produc-
tion and the system of payment by
the day without regard to work
efficiency was adopted.

Even though the system of fixing ,
output quotas based on households |
or dndividuals has been adopted, the
publiec ownership of the means  of
production will not change. The
peasants only have the right to
use, not to buy, seldl or transfer,
the land, farm machinery and farm
tools, and irrigation facilities,
owned by the production team. The
production team can retain a certain
amount of the accumulation funds and
welfare funds and use them to deve-
lop production, improve public wel-
fare and help those families with
fananeial- difficdlties.

for a special line of production under a contract. The peasants should
voluntarily organise themselves into groups based on a division of labour
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and specialization and undertake tasks given by the production teams.

- Regions in an intermediate state should adopt the system of assigning
output quotas to individual able-bodied labourers under the unified
adninistration of the production teams. (More or less similar to the
Piece-work wage system in factories)

- Poor and backward regions should introduce the system of fixing output
quotas based on households.

The results have been encouraging. The Liaocheng Prefecture in Shandong
Province, one of the nation's 10 areas of dire poverty, achieved a rich
grain and cotton harvest in 1980, Its per-capita income was 126 yuan, 3.3
times that of 1979.

Chuxian County of Anhui Province, known for its numerous beggars in the
past, was hit by a serious drought in 1978 and a flood in 1980. Grain out-
put last yea? reached half a ton per person and cotton output set a new
record.

According to the nation's statistics, although one—third of the farmlands
was stricken by calamity in 1980, the total grain output was just slightly
below the record level of 1979; cotton output, pork supplies and the

floor space involved in the new construction of rural housing were the
largest in the last 30 years.

DIVERSIFIED ECONOMY

The Secretariat also dealt with the important problem of diversifying the
rural economy. Under the influence of the "left" ideology, the idea of a
diversified economy was condemned as "capitalist" and rejected accordingly.
Although a stop was put to this ridiculous labelling, the dir‘ersified economy
did not experience a vigorous recovery.

The Secretariat discussed this problem at its 88th regular meeting on
March 2, 1981.

At the meeting, Zhao Ziayang said that it is necessary to proceed from
China's actual conditions to develop agriculture. The general principle is
to completely and rationally use our agricultural resources. As an example
he listed a number of places which had yielded better results in grwoing
non-staple crops.

Hu Yaobang, General Secretary of the Secretariat and currently Chairman of
the Central Committee of the Chinese Communist Party, said: We should not
slacken our efforts in grain production and at the same tiie we must pay
special attention to diversifying the economy. Although China has limited
arable lands on the plains, it possesses vast mountainous, hilly and water
areas where about 30,000 kinds of plants and crops can be grown.

Since the founding of the Secretariat a little over a year ago, Hu Yaobang
has conducted investigations in the rural areas of a dozen or more provin-
ces and autonomous regions. Based on his field notes, he sumied up that there
were 50 kinds of diversified economies which he grouped into five categories.

Talking about his investigation in the rural areas, Hu stressed that diver-
sified economies arc essential to developing the rural econony.

Wan Li, Fang Yi, Song Rengiong and Yu Qiuli and other members of the Sec-
retariat also commented on this question. They pointed out: Developing
diversified economies makes it possible to absorb the surplus labour

force in the country side. The steps we have taken in readjusting the struc-
ture of agriculture should be firm and steady. They also suggested that
small plots of land Br the peasants' private use should be appropriately
expanded, more organic fertilizers should be used and power and energy
econonized.



After this regular meeting, the Party Central Committee and the State Council
Jjointly issued a circular to the nation about actively diversifying the rural
economy. This circular now serves as a guideline for mobilizing hundreds of
nillions of peasants to open up more avenues for production and bring about a
prosperous rural cconomy.

CONTINUATION OF CORRECT POLICIES

A responsible member working at the Secretariat said that the question of
peasants and agriculture has always been a question of paramount importance
to the Chinese Communist Party in carrying out revolution and construction.

DIVERSIFIED ECONOMIES

There are about 50 kinds of diversified economies in
China's rurgl areas, which can be roughly divided ia-
., to five categories: -

1. Cropping: includes, in addition to staple Creps,
plant fibre, oil-and sugar-bearing crops, fruit, vege-
tables, Chinese medicinal herbs, spices and melons.

2. Fish breeding and poultry farming: includes lives-
stock, poultry, fresh-water fish, bee-keeping and rare
birds and animals.

3. Handicrafts: includes spinning and weaving, embroi-
dery, brewing, pottery, furniture, sculpture, sta-
tionary and handicraft products;

{. Extracting and collecting: includes ore-mining,
quarry, and collecting various kinds of wild animals
and wild plants with economic value.

5. Service trades: includes catering, sewing, repair,
hotel, wmedical, hair-cut, laundry and dyeing services.,
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He recalled that Conmrade Mao Zedong pointed out in his report to the
Second Plenmary Session of the Seventh Party Central Committee held on the
eve of liberation: In China's national econony, industry accounted for
about 10 per cent and agriculture and handicrafts 90 per cent. This con-
stituted the basic point of departure for considering every issue during
the considerably long period of the Chinese revolution and after its vic-
tory.

Since the founding of New China, the proportion of industry in the national
economy has been greatly increased (75 per cent in 1980). But the rural
people still make up 80 per cent of the mtion's population. Farm work is
done mostly by hand and the peasants' lives are stil® quite éifficult.Since
this situation has remained fundamentally unchanged, we still must consider
this basic point in tackling every question,

In 1954, Mao Zedong suggested that the enphasis of work in various provinces
be placed on agriculture. Then in 1957 he agnin pointed out: "The whole Party
should attach great importance to agriculture. Agricul ture has a vital bear-
ing on the mtion's livelihood." He stressed that agriculture is the founda-
tion of the national eccnony and it is necessary to arrange the national
economic plan in the order of agriculturc, light industry and heavy industry.

Unfortumately, these guidelines w ere not implemented conscientiously for a
long jeriod of time. But since the Third Plenary Session, the responsible
nember stressed, policies have been adopted which are precisely.a continua-
tion and development of Mao Zedong's theories and principles that have been
proved correct in practice.

SOURCE: Beijing Review No. 34.
August 24, 19817,
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4GRICULTURAL PRODUCTION

The system of fixing farm output quotas on
the household basis is now being followed in
Chéina 's rural areas. Is this g restoration
of capitalism ?

This system is carried out in some rural areas. They are mainly poor and
backward areas where the collective economy has not been well developed and
and hilly areas where the cultivated plots are scattered and the
inhabitants live far apart.

Under this system. with the production team as the accounting unit

(each team has generally over a dozen to 20 or so householdsj, the

plots of lands are put under the managzement of the individual households
on a long-term basis. After harvesting, the peasants have to hand over

a fixed amount of their output to the production teams for unified
distribution, but are allowed to remain whatever surplus they may have.
This is one of the form of responsibility in farm nanagement that takes
output in to accounts.

A flexble rural policy has been adopted in the past two years. Proceeding
from their own actual conditions, the people's communes in different
pPlaces have through experement established warious forms of responsibility
in production ranagement. After the implementation of the system of
fixing output quotas on the household basis, production in the afore—
mentioned areas has developed and the livelihood of the peasants has
improved. These notable economic results have been widely acknowledzed.

The system of fixing output quotas on the household basis has the
following advantages:

* The principde of " To each according to his work" is effectively
implenented. Under this system the commune members not only get their

share of the fixed amount of output handed over to the production team

for distribution, but can also keep that part of the output in excess

of the fixed quotas. The result is : the hetter the management, the greater
the amount of output in excess of the fixed quota, and the more the

income of the peasants. All this has cobanced the enthusiasm of the

commune members for production-,

* As the commune members are directly responsible for production and
are given certain powers to make their own decisions, they can thus give
scope to their special skills and improve management, thereby averting
losses resulting from poor management of the collective economy and a
arbitrary sirectives not suited to local conditions.

* This system of responsiblity is simple and convenient and therefore
easy to popularize. The peasants can make the best use of their time
for farm work and household side - occupations so as to increase their
income.

The system of fixin: output quotas on the househtblds basis, however,
is not practised everywhere in the country, In those places where the
development of production is noemal and where the commune members get
increasing benefits from the collective cconomy year after year, with
their living standtred steadily raised, other measures than the systen
discussed above are taken to inprove further the management of agri-
cultural production. Inshort, the question if what kind of responsiblity
sybsmmin farm production should be adopted hinges on local conditions
and the peasants wishes. Any system that is conducive to an increase
in putput and improvement of livelihood is welcomed by the commune
members,



LET SOAL LOCALITIES AND PbAbANPS PROSPUR FIRST

Is This a Bourgeois Policy (130)
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osilnce the end of 1978, China has adopted a less :
rigid rural policy by granting nroduction teams
more right of gutonomy with a view to aqrousing
the peasant's lagbour enthusiasm and bringing
orosperity to China's socialist countryside. One
idea underlying the policy is to aellow some
localities and an advanced section of the
peasantry to become better off first.

#hy this policy? will the result be good? In this
special feature,"Beijing Review" commentator
gives an explanation of the Party Policy towards
these questions. "What tie Peasants Say" sums up
some of their current views, and the article
"Back to the Right I'rack” 13 o reporton the
vicissitudes of a production brigade in Shandong
Province over the last 30 years.

SINCE the Third Plenary Session of the 11th Party Central Connittce
in 1978, the Chinese Party and Government have adopted a host of new
policies aimed at arousing the peasants' enthusiasn for production and
activating the rural cconony, alongside. the slozan ¥Let some localities
in the country and a secticn of -the peasants prosper first. Peasants
as well as cadres at the grass-roots level in the countryside have
shown their support for this policy. There are, however, also pcople
who consider it a "bourgeois slogan" because, they say, it departs fron
the socialist idecal of comnon prosperity and will lead to a polarization
where the poor will become poorer and the rich incrcasingly richer, and
eventually to capitalisiie.

In ny opinion such a view is nistaken and I wish here to state ny
views .

UNEVEN ECOFOMIC DEVELOPMENT

The idca is in fact not new. It is actually rccognizing the
objective fact in the present stage of socialisn that ccononic develop—
nent in various localities and the ability to labour among the pcasants
are uneven. orner "Left" deviationist thinking led to a refusal on our
part to acknowlcdge this fact and to a policy of trying to achieve an

equilibriun artificially. This penalized the nmore advanced and
favourcd the backward; it failed to achicve an equilibriun. Today we
recognize this and arc offering guidance in policy that should lcad in
achicving step by sted by step a rclatively balenced dévelopment.

Socialist transformation of the Chinese countryside was effccted
in a situation that was cxitrcnely backward, scnifcudal and scne—colo-—
nial. China's size meakes its various localitiés and perhaps cven the
connunes and. production brigades und tecans in one locality differ in
natural and production conditions; their managenent is elso as varied
as their uncvenncss in ccononic dCVLlopment. Although we put agricul-
tuge on a co-—operative basis in 1956, climinated cxploitation, insti=-
tuted public ownership of ncans of producticn, and despite quadrupling
the total a gricultural output valuc and tripling total grain output
over the past 30 ycars, we hevc cncountered difficultics in pronptly
overconing the discquilibriun in the various localitics! developnent

According to statistics compilcd in 1977, the lgvul of production
of 200 of thc 2,0C0-0dd countics in this country was not far fron
that in the carlv Gays of the young Pcople's Republic. Most of thesc
counties are located in the northwest and southwest frontier regions,
fairly poor and backward arces throush the ages. Places often leading
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As to the nature of the system of fixing output quotas on the households
basis, there has been much talk amoung the foreigners, and in China a
few people have differing views. They consider that the implemcntation
of this sy stem has thus deviated from the socialist road; some even
call it a "retrogression to capitalism". That some people should hold -
such views is probably because the influence of "leftist" ideology and
mistakes over the years has not been eliminated. Manifestations of
"Leftist" errors mainly are: as regards managements, there was the
tendency to go after biag labour organisations with large numbers of peple
working to-gether; and in distribution the principle of absolute equali-
tarianism was adhered to. The system of responsibility and san zi yi bao
neans cxtension »f plots for private use and of free markets, the in-
crease of small enterprises with sole responsibility for their own profit
or losses, and the fixing of farm output quotas = for individuals house-
holds with each on its own) were for a long time citicized as "capitalist".

If the influence of "leftist" ideology is eliminated and an analysis
made bbjectively, then the nature of fixing farm output quotas on the
households basis can be dischened easily.

Accoording to Lenin's thesis, the basikc characteristic of Socialism are:
(1) public ownership of the means of production and (2) the principle of
"to each according to his work", Id these two principls are upheld, then
a clear line of demarcation is drawn between socialism aon the one hand
and capitalism and all other systems of exploitation on the other. As
regards management, labour organisation and method of remuneration, they
can take diversified forms in accordance with actual conditions, and
should not be indiscriminately dubbed"capitalist".

The fixing of output quotas on the household basis is a form of organisa-
tion and management within the collective economys; it ennnot be regarded
as a retrogression to individual economy. Under this system, the peasants
are still members of the collective economy, with corresponding rishts
and obligations. Moreover, the means of production are still collectively
owned. The peasants have the right to use the land, farm machinery, #
draught animals and big farm tools, but they do not wwn them., In addition
under this system the production team is still the basis accounting unit.

It is a fact that implementation of this system will result in some
peasants households getting more income than the others because of the
difference in manpower. Those houscholds with a stronger labour force
may become better off than the pthers. But this is essentially different
from the polarization caused by exploitation. Facts prove that fixing
output quotas on the household basis has promoted production, withmore
public welfare funds for the production team to help those families in
difficulties, so the difference in living standred will not become in-
creasingly big. Some peasants will become welloff first, and this will
spur the others on so as to achive common prosperity.

Off cpurse, the system of fixing output quotas on the houschold basis has
its shortcomings too. For instance, it may deter the purchase of farm
machinery and night prove to be unfavourable to concentrating big forces
to combat natural disasters. But the prim ry aim in areas carrying out
this system is to enhance the commune members' enthusiasm for production
and improve their livelihood as a whole. When this is achieved, the
other contradictions can be tackled more easily.

CeRe OO0

SOURCE: Beijing Review, No. 11 March 16, 1981. pp. 3-4 : by Wans Dacheng.
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the country in ccononic developizent ave arcas in the songhuaLiao valloy
in the northeast, on the Changiang (Yangtzo) dclta and the Hangzhou-Jig-
xing=Huzhou plain in . the cast, on the Zhujiang (Pcarl) River delta in

the south, The outskirts of large citics do well also, thanks to

prine geographical location, conparatively prospcrous conditions and to
proxinity to large industrics. Most of the 1,622 "outstanding" pProdu-—
ction brigades (about 2.3 pericent 'of the total in country) which in

1979 rcceived an average incone of over 300 yuan per person (this rcefers
to the incomnc @ istributed by the collective econony, not including that
fron small plots rescrced for pricatc us¢ and fanily sidcline production)
were located in these regions., dyong these, 2641 per cent was located in
farning arcas, 8.5 per cent in pastorzl arces, 5.8 Per cent in fishery
arcas and, 1.9 per cent in forest arcas and 57«7 per cent on.city out-
skir ts., Over 400 of these rost prosperous production brigadecs are
located on the Shanghai periphery alonc.

There are differenccs in incore within o comnunc, brigadc or
tcan depending on the rpeasants! physical strength, skill and willing-
ness to work., Becausc in the histroical period of socialisn a pertai-
ning principle is:  fron cach according to his ability and to each scc—
ording to his ability and to cach according to his work. Hard workers,
the physically strong and skilled arc better paid—a nornel and the only
situation which encouragcs advancerent while spurring the less advanced.
This tends to incrcasd the wealth of society as a whole and also, the
peasant's personal incones. But to atteupt to rcmove this differcnce
by introducing absolute equalitarianisn would be to sericusly affcct
the peasants! cnthusiasn for labour, stagnate and undernine the rural
productive forccs and collective ownership; for Pcasants arc rractical
people end usually have a way to protest against equal pay for uncqual
work., They nay just go slow or stage a sit-down strike; in.their owm
worcs, "to go to work without really doing any work."

THE KEY TO PROSPERITY

Will allowing a scction of the pcasants to prosper before other
lcad to polarization and glve rise to a new etploiting class? The
answer depends on whether socialist principles are adhered to or not.

Polarization springs from the cxploitive systen, which was elini-
nated in China with the cstablishnent of public ownership of the neans
of production and of the policy of distribution according to work donc.
In china, therefore, the social conditions for polarization do not cxist,

Land (including grassland in pastoral regions) in the Chinese
countryside, as well as watcr Spacc, forcsts, large farn inplenents and
nachinery, drausht eninals—all principal neans of production~beclong
colleet vely to the comnunes production brigodes and tecans. Peasants nay
use then according to a countrywide contract systenm, but buying or
selling then is prohibited, and this applics also to the small private
plots reserved for pecosants! own usc, ‘yploitation is thus ruled out
as a ncens of zaining wealth, and so also is polarization.

Under socialisn, the colledtuve cconony is the nmain source of the
peasants' incone, and in fact at present, from 70 to 80 per cent of
their income is derived fron distribution fron the collsective while the
rest cones fron family sideline production and the snall private plots.

Great effort is nceded therefore to stinulate the collective cconony
and nake it prospecr. This applics cspeecially to places with nore
favouravle conditions where norc investnents nay be nade for then to go
ahcad before other places with agricultural nodernization. The present
task, apart fron naking continued offorts to nechanize farming and in-
bProve nanagerient of the colleective econony through the introduction of
the latest achevenents in agricultural science, is to gradully changc
the rural cconomic structurec geared to grain production alone into a
diversificd cconony appropriate to the rosources of the localitics con~'
cerned ,



HOVING 4 WOUNTAIN OF POVERT
Following is the first'of three special
reports on the changes which have taken
place over tie past two years in the rural
areas of Chuxian Prefecture in east China's

4dnhui Province. Parts 2 aend 3 will apoear in
succeeding issues.

Chuxian Prececture is an histroically
poverty-stricken area which had hot made any
substantial progress in farm production Jor
maony years. But the recent introduction of
of more flexible agricul tural policies has

made a dramatic difference in the lives o
Chuxian's peasants.

Peasants support the adoption of various
Jorms of responsibility system in farm produ-
ction, including the fixing of outout quo tas
on the basis of individual households, and
the development of household sidelines and
a diversified economy. The Party Central
Committee formulated appropriate policeés:
in compliance with "the peasants' wishes
and ajfter iuvestigations of local conditions.

For many years, fixing output quo tas
at tine household level was mistakenly cri-
ticized as attempts to "restore capitalism."”
The reappearance of these things in poor
and backward areas has given rise to many
questions among friends of China in other
countries. /e hope that puplication of
these reports will help clarify those
questionsS.— Ed.

CHUXIAN Prefecture includes seven counties in eastern Anhui Province
with an agricultural population of 2.95 million. Uuring my visit I
talked with a considerable number .of Chuxisan peasants and rural cadres,
Their favourite topic of conversation was the new policies, which had
allowed them to achieve a prosperity they had never known befcre.
Their enthusiastic approval of the new Fforms of responsibility systen
was obvious from their every tone and gesture, from every smule that

creased their sunburnt faces. The story of Xiaogang Village is typical
of what has happened throughout the areca.

In 1978 Anhui was hit by serious drought, That September, the
Party committee secretaries of over 240 communes of Chuxian Prefecture
net to discuss ways of helping the peasants recover from the natural .
disaster. One of them raised an issue that toughed a nerve in all of
them: "Why on ecarth are the peasants here so poor? One or two of us
secretaries might be charged with incompetence, but can all of us be
incompetent? Could we make some changes in the orgenizational and
managerial methods of our collective economy?"

A commune Party seccretary of Laian County replied with an account
of recent developments in his area. To combat the drought, one
commune's production team had deecided to subdivide itself into several
small work groups. BEach group had signed a contract with the tean
accepting the responsibility for mceting specificproduction gquotas,
Everything taey produced within the quota went as usual to the team for
unified distribution. But if they surpassed the quota., the surplus
would belong to the work group members. They. secttled among themselves
the hours of work, the division of labour and other matters.
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This was a big improvement over the old days, when individual

- Tresponsibilities were not clearly defined and incomes often did not

reflect the amount and quality of the work people did. "As a result of
these measures, the teanm's grain output had increased by 50 per cent
in just one year.

Cadres all over the Prefecture started talking about this respon—
sibility system. Then the Third Plenary Session of the 11th Party
Central Committee hald at the end. of the same year called upon people
to emancipate their ninds and adopt more flexible rural policies,
Before long, experiments in ‘assigning production quotas to small
8Troups were going on throughout the prefecture,

IHE XTAOGANG EXPERIMENT

THE Xiaogang production team in Fengyang Country's Liyuan conmmune
in the northern part of the prefecture was selected as one of the
experimental units, The 20 houscholds and 115 people of Xiaogang
were very poor. They had no tractors, only a few cattle; most farm
work was done by hand, When they could not find g satisfactory team
leader by ele ction, they decided to try setting quotas on the basis
of households,

The team's 25,3 hectares of cultivated land was divided and
allocated among t.ie housecholds according to the nulber of people each
had, The land is still owned by the collective; houschold nembers
have only the right to use it., In accordance with the number of people
each household was assigned quotas—so nuch to go towards nmeeting the
the overall state quota, so nuch towards repayment of state quota, so
much towards the +cam's accumulation and welfarc funds, The incone
from any surplus above these quotas could be kept by the families
themselves,

Yan Hongchang, a 32~year—-old Xiaogang resident, recalls the days
before the new System went into effect: "From 1976, the Peasgnts here
had to depend on grain and relief funds from the state for 8ix months
out of every yecar, The collective income was so low that each perdon
got an average of only 25,8 yuan a ycar as his hhare. The prolonged
hard life left us $0 discouraged that hany saw no point in working at
all, much less working hard. We let weeds grow wild in the fields.
Some lost hope altogether, and left for other places to make a living,"

Ten years ago, Yan hijself left home to do cdd jobs elsewhere,
He returned only after the fall of the gang of four in 1976, at the
end of 1978 he was elected deputy tean leader because he proposed to
"work out g vay to feed all of us,' Soon after the election, he found
the peasants unwilling to try setting quotas even at a small work group
level. 8o he and Yan Junchang, the tean leader, devided to try household
quotas. -

REMARKABLE CHANGES

Before the new system was introduced, the peasants were so
dispirited that few would take any initiative, and planning and
organizing was left to the team lecaders. The leaders had to try to
arrange production scheduoes, urge péople to go out to the f ields, to
work, and solve any problems that arose, And lecaders were blamed for
the low levels of grain and income distribution,

But now the peasants themselves have taken the initiative, ﬂhny
not only cultivate the land they have contracted for, but have also
started to reclain wasteland (21 hectares so far). Family members are
out in the fields carly and work hard all day, with the able-bodied
taking on the heavier Jjobs while the Very young or very old do lighter
tasks. During the Summer rainy season, peasants go out to the fields
in their raincoats,
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There is new concern about soil fertility, weather changes and
water resources., Each household tries to get better varietics of seed
to plant. Those who never bothered about inscct control have bought
sprinklers and cven the older generation has begun to learn about
scietific methods, From sowing to harvesting, Xiaogang peasants
watch over their crops as carefully as mothers tending their babies,

The results are Plain to see, Xiaogang's 1979 grain output was
69,500kg s~an amount equal to the total five years! output from 1966~70
In the same year 17,600 kg. of oil -tearing crops were harvested,
surpassing total amount grown in the preceeding 20 years. The numbe
of pigs raised excceded any year in history. The teanm not only set
aside some grain and mony as reserves and repaid part of the state I
loans, but also handed over or sold to the state state more than
12,000 kg. each of grain and oil-beari g crops. The average bPer—person
farm and sideline income reached 311 yuan (the 1977 figure was 41 yuan)

ven the household which gained the least earned an average per-person
income of 240 yuan,

SUMING UP THE EXFERIMENT

Xiaogang's history of backwardness in agricultural production
had several causes, including poor farming conditions, frequent natural
disasters and an inadequate:material base. But local people believe
the root cause lay in the lack of enthusiasm on the part of the peasants,
This initiative and enthusiasm had been Suppressed again and again by
ultra-Left practices in the rural areas.

What happened during the "cultural revolutioni (1966—76) serves
as a typical example. One year Liyuan commune sent an 18-nenber work
tean to Xiaogang there were only 19 households in the village at the
tine). 4 leader of the work team told the peasants: "You are no
longer permiticd to take the capitalist road. The work team will not
lcave here until yolve been driven back to the socialist road,"

The two things he lablled as capitalist were, first, the small
differences in income due to the practice of "to esnch according to his
work," and second, the inconc f ron plots for personal heeds and
household sidelines, both of which were permitied by state policies,

As one might expect, peasant initiative was Seriously damaged. Low
labour efficiency ang equglitarian distribution have becone long-stane .
ding problems in the mabagenent of collective economy

iAfter the cul turel revolutionh ended, plots for bersonal nceds
were given back®to the Peasants and"fanily sidlines were encourcged and
Supported. The econonmic situation improved a little and the peassants
were happier, But the above-mentioned broblems still cxisted in the
collective econony, and stood in the way of rcal progress,

W -
ith some eZperlience of the new system, the peasants thenselves
identify thrae advantages for the houschold quota method,

—Serves innedieate interests of the peasants, “Fter handing ovef g
set proportion to the state and the collective according to contract,
the peasants can kcep all the remaining products of their labour, heir
incone depends directly on their worlk, The o0ld cqualitarianism, which
f1eant no differences in income whether one did neant no differences
in incolte whether one did a good Job . or g Sloppy job, is gone. Because
1uotas include allocations to the collcctive, funds are still available
Tor public welfare and Subsidies to families and individuals with
‘inancial difficultics, S0 the Superiority ofthe collective econony
-n this respect is maintained,

~Fixes Tesponsibilities, The new system has solved the problem
T ill-defined Tesponsibilities and 1oy labour efficiency, Instead of
eaving everythiag to the leaders, the peesants themselves now toke
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the initiative in leciding such things as hours of work, crop rotation
and the use of more scientific farming methods.

~Is easy to administer, Instead of trying to manage every aspect
of farm production, production teadm les~ders-can c oncentrate on overall
planning for the team, while lcaving details cf farm work to each house~
hold. Contracts are drawn up on clar and simple language, and ' 1 are
8inged onco o yzor. TriL s¥ysten of manegenent se-ns more suitable for
poor and backwaré areas. ;

IHFE STRENGTH OF RiiSFONSIBILITY SYSTEM

In 1979 many rural cadres who had been influenceed by "Left" idcas
opposed the fixing of output quotas for cach household. In Liyuan
People's Comnune the Party sccretary forbade this practice under the
rretext of preventing a "restoration of capitalism,"

B ‘ o p
Chen “ingyuan, the Party committee secretary of Fengyang County,
went to investigate the situation in Xiaogang team in the company of

the Liyuan commune Party secretary. After they cgamined the newly
sprouted peanut crop and held discussions with various commune nembers
they went to deputy teenm lesder Yan Hongchang's thatched cottage for
a rest. Party secretary Chen asked Yan:"Can you peasants do if quotas
are assigned to each family?" Yan Hongchang declarecd with assurance:
Yes," Chen Tingyuan then turned o the commune Party secretary and seaid
"Let's give them a chance. Maybe this method suits their conditions,"

Chen Tingyuan's remarks sccned quite spontaneous but actually he
had thought about rural problens Ffor nany yeers, In the 1950s, Chen
Tingyuan raised controversial opinions comncérning the probtlems in inple-~
nenting the Party's asriculiur-i policies and protecting the peasants!
interests. For this he was wrongly labelled as a "Right opportunist,"”

This count. yParty scerctarv has worked in the countryside for
30 years and knows wecll the diffic lties the pcasants face. He was
concluded that the distinction between socialism ancd capitalism is
not decided by collective or indicidual labour, but by the form of
ownership of land end other major mesns of producition and by whether
there is exploitation or not. He believes that there is no correlation
between fixing output Guotes for houssholds and capitalism. In poor
and backward areas liks “he Lizogang tean, fixing output quotas for

households may be & fuller expression of the socialist principle of more
reward for more work and distribution accorcding to labour.

Chen Tingyuan again vidited iaogang after the surmer harvest., He
investigated the results of the ndy system and observed that the harvest
had been good and the peasants! food supply was adequa te. In February
1980, Van Li, then the provincial Party commjttee secretary and now
Vice~ Premier and Minister in Charge of the “tate Agricultural Commission,
visited Xiaogeng. He went from house to house to talk to the peasants

and subsequently comnedded +he vay Xiaogang was nanaged.

In 1980, the Xiaogang teen signed contracts with every houschold.
The contracts set clecarly the responsibilities of both sides. They
fixed: (1) Cutput quotas, including the land area to be sown with ecach
crop, output per unit snd total outputs (2) guotas to be supplied to
the state, including annual and scasonal quotas for grain, edible oil,
hogs, boultry and eggs; (3) noney ancd grain to be handed over to the
production team for the collective accurulaiicn fund, the public welfare
fund, collective grain reserves, anc to be used to repay loans, to
compensate for the depreciation of fixed assets and to subsidize the
cadres of the production tcan. Meny of tiese items were recorded in
a table in the contract when they were fulfilled.
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The contract for fixing output quotas for houscholds is a Begal
document. With it, the people in Xiaogang facl recassured. They have
opened up nore wasteland and their enthusiasm for production has been
enhances In 1980, cespite threc months of cloudy and rainy weather,
the quotas of oil~bearing crops to be sold to the state remeined the
same as in the previous year. Whilc the output of oil=bearing crops
fell slightly, the total grain output went up by 64 per cent compared
with the previous ycar when fixing output quotas had just begun to be
inplementeds. Grain sold to the state incrcased by 114 per cent, and
the average per capita income, 41 per cent, In the last two ycars, 82
new rooms have been built in Xiaogang and the unmber of draught animals
has incrcased from one to 19.

Aiaogang is a miniature of Fengyang County. In the years 1953to
1978, "the state had supplied on the average 8,650 tone of grain annually
to Fengyang, In 1979 and 1980, the situation changed drastically as a
result of the adoption of fixing output quotas for households and other
forms of the responsibility systoem, for these wwo years, Fengyang
handed over and sold to the stage an averazc of 50,500 tons of grain

per year. The peasants in Fengyang had not had so nuch grain before.
Many observed that fixing output quotas for households is really an
efiective way of elinminating poverty.

Various formus of responsibility systen have been practised in
Chuxian Prefecture, Those production tcems which carried out the
systen of fixing output quotas for houscholds account for 92,9 per cent
and they have achieved good results in Increasing production. So fer
they have only taken the initial steps in mceting the needs of the
people. The governuent policy is that this systen will remein unchanged
for a relatively long period of time. How long the period will be and
when and how it will be changed depend on the wishe@ of the peasants.

THE TEST OF THE BIG FLOOD

When fixing output quotas for households is practised, cach house-
hold becomes a productionunit. If there is a natural calanity, can the
beople be orgenized to resist it?

Last summer, rainy wcather lasted for nearly three nmonths in
Chuxian Prefecturc. 4s a result, 40 per cent of the land suffercd
fron waterlogging and crops were destroyed on 13,000 hectares of land;
houses embrecing nore than 30,000 rooms were danaged and some 30,000
people were endangered by the rising waters. The prefecture experienced
its second largest flood in the 32 yrars since liberation.

In fighting the flood and draining the waterlogged fields, water
conservancy projects built by the state and collectives played a role.
Hore than 100,000 peasants from seven countries served as a shock force
to protect dykes and deal with energencies, This enabled three flood
peaks to pass safely, Those left in the villages drained water from
the fields and replanted them, and cultivated the new CTODS e

411 the seven counties in the prefecture reaped in bumber harvests
under these conditions. The total output did not decrecase, but, for
the first time, went above 1.5 nillion tons, thehgghest level in history.

Jia Changzhi, former Party secretary of Jiashan County in the north-
ern part of Chuxian Prefecture, recalled that last July water in a
lake in Jiashan went up rapidly and the 22~kilomnetre-long dyke was in
danger. In the evening when the county announced this 13,700 commune
nenbers rushed to the site. After five days of hard work, the danger
wos fended off.s Why did the comnune nmembers who were responsibile
only for their family's production rally in face of such a natural
calamity? They realized that no matter how well the rice in their own
fields grew, it would come to nought if they did not join hands to
fight the flood.



(139)

Jia Changzhi revealed: "4t first I was not sure mysclf if the
conrune nenbers under this responsibility systenm could be mobilized to
fight such a big flood. Now I think, with nccessery ideological educa—
tion and orgenizational lesdership, this systenm in production is
excellent, becausc the peasants work not only for the st-te and the
collecetive, but also for their immediate intercsts. That is why they are
as active in fighting the flood as. they arc in production."

A

LET THE PEASANTS CHOOSE

Now most production teans in Fengyang County have adopted the
system of fixing output quotas for households, but there are also
some which practise fixing output quotas for production groups or keep-
the teanm as a production unit., The opinion of the county people's
governuent is: Let the peasants choose; no unitary pattern should be
forceds In poor production teams like Xiaogang, fixing output quotas
for houscholds is a good way to eliminate poverty and provided the
peasants with encugh to ecet and wear. However, in areas where the
collective ecconomy is fairly developed and mechanization and econonmic
develépment have reached a highe level, the pcasants do not want to
implement this system of fixing output quotas for households. They
want to establish responsibility systems which suit their own conditions
and can further develop their collective econonys.

The Jiangzhuang Production Brigadé in the mountainous area of
southeastern Fengyang Gounty is onc such case. It is conposed of
24250 people who are divided into 11 production tesms, Taking
advantage of its remotensss, its Party branch reduced to the ninimun
the influence of "Lcft iddology when the sang of four held sway. ©Since
the early 1970s, it has lecd the peasants-to develop agricultural,
industrial and donestic sideline production in a planncd way. They
have planted 80,000 trecs, cultivated 80 hectares of economic forest,
raised 2 nillion fish and set up seven industrial enterprises. Their
income from industry and sideline occupation has surpassed that fron
agriculture and the total value of fixcd assets end collective accumu—
lation is 1,09 nmillion yuan. Everyone is guaranteed 350 kilogrannes
of grain annually., In agricultural production, tractors have replaced
héavy manual labour and the peasants are satisfied with the low—cost
co-operative medical service. In acdition, the brigade has a permanent
construciton tsam to build houses for the brigade nembers. 4Already 40
per cent of the brigade members have moved into new housecs.

In order to carry forward to the strong points of collective
nanagenent and overconc its shortconings, l.c., not clearly definecd
responsibility and inflexibility, since the beginning of this year,
the Jiangzhuang brigade established a new responsibility systen in
production, The brigade-run enterprises carry out independent accoun—
ting and have introducecé a more flexible systen of awvarding compensa -
tion. Most of the wages arc fizxed (dececided according to skill, amount
of labour anc productivity); the rest is given as bonuses based on
nonthly production figures. With regard to agricultural production,
rice and wheat, two major crops, still remain under the care of the
production tecams or groups, while other crops (oil-bcaring crops, cotton
naize and sweat potatoes) which ere not planted in large quantitiecs
arc the responsibility of houscholds with fixed outvut guotas.

Jiangzhuang adopted this formula completcly on their own accord
and 1t has received approval from the county Party committece. If
necessary, the brigade has the right to change it in the futurce.
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FARM OUT PUT AND COMMUNE MEMBERS' INCOME IN CHUXIAN PREFECTURE

Percentage
1979 1980 increase
Total output of grain (1,000 tons) 1,416.5 1,608,5 13.6
Total output of oil-— ' ) :
bearing crops (ton) ; 49.530 75,710 52.9
Per—capita income fromn
agriculturc (yuan) 82 103 2556

Note: The responsibility system in production began to be implemented
in 1979. By 1980, 85 per cent of the production teams in Chuxian
prefecture had adopted this system,

~ Since the introduction of the responsibility system, agricultural
production and the standard of living in Chuxian Prefecturc have gone
up (see table), Its achivenents represent the hope of China's backward
countryside to eliminate poverty and develop prosperity,

SOURCE: Beijing Review, No,34 August 24, 1981, Page no. 21-26,
¥R WK
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ECONOMIC REFORM IN POST~MAO CHINA:
AN INSIDER'S VIEW

This paper rsviews general developments in the
economic and political cituation of Post-Mao
Chinas in particular, it feocusss on the weaks
ness of economic institutions in that country,
the necessity for reform, and some political
aspects of economic desvelopment and reform.

The discussion is organised as follows: Partl
analyses the failure idf the "Ten Years Plan"
of kebruary 1978, as a means of highliting the
principal problews affecting China's economy.
Part Il treat the nature and limits of the
economic reforms that began in the latter part
of that year and the change in the underlying
political conditions. The policy of readjust-
ment,which halted the spread of reform, is
taken up-in Part III, Finally, brief spucula-
tion is offered as to possible future develop-
ments in China's political zconomy.

THE "TEN YE/R PLAN" AND ITS FATLURE

INDUSTRY

In general, the process of ccomnomic development in post-Mao
China can be divided into threc stages: the "Ten Year Plan," the
Economic Reforn, and the BEconomic Readjustment. The "Ten Year Plan"
was formally put forward by the First Scssion of the Fifth National
People's Congress in February 1978, #lthough cconomic reform was
also mentioned at that time, it was not initiated until the end of
1978, when the profound weaknesses of the "Ten Yrar Plan becanec
apparcent and the politicel situation changcd. Finally, Econonic
Readjustnent was introduced in the mi‘dle of 1979 and actually becane
the main cconomic strategy from mid-1980.

It is not necessary to dwell in detail on the over—ambitious Ten
Year Plan, which is now moot. 1 Suffice it to say that the Plan rapidly adde
added to the difficulties alvcady faccd by the econony. Accurmlation
Jincrecased to 36.5 percent of net material output, but at the expense
of efficiency and living stendards. Large nunmbers of heavy industrial
projects, bascd on imports of equipment from Japan and WVestern ﬁurope,
were begun only to be cut back or abandoned before conpletion. The
governnent ran a deficit of over tem billion yuan annually from 1978to
1980; and open price inflation becanc a problem for the first tine
in nany yecars.

Because the Plan itself was poorly conceived, an explanation of
its failure nmust include the reasons for its adoption in the first place -
These are essentially two: first, policy-nakers understood at that
tine that after morc than ten years of "Cultural Revolution," the
nahority of Chincse people were inpaticnt for inproved living standards
and increasingly weary of political slogans. Second, the power struggle
in the leadership was at a delicate stage. Consequently, the "Four
Modernizations™ became a banner by which Hua Guofeng, the formal
Chairman of the Chinesc Comrmnist Party (CCP), and his supportecrs
sought to bolster their popularity amnong the people.

1. For.details of the Plan, scc Beijing Review, March 1978,

PP« T~40
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Most ccononists in China were later to ascribe the failure of the
Plan primarily to imbalances in the developnent of the national economy,
1eCoey (a) the rate of accurmulation was too high; (b) investment in
heevy industry, chemical industry, basic constructicn, and military
industry was too grecat, while investnent in agriculture and light
industry was inadcquate. Certainly, unbalanced development of the
national econony was an inportant reason for the failure of the Plan,
but it was not the major onc. The most important and general rcason
was the overcentralized and burcaucratic systen of econonic planning
and management. This was recognized at the tine, and cxplains why,
in the latter half of 1978, both acadcmic people and the Reforn Group2
in the leadership claimed to favor politifal as well as econonic reforms.

The process of making the Ten Year Plan itself expressed the
dangers of the Chinesc~type planning systen. First, as suggested above
political factors were always nore important than econonic realities
to planners, whose political power and positions determined their
ccohomic benefits, 3 and whose deeision making went unchecked by eny
narket mechanism. 4 For example, when the FPetroleun Group 5 controlled
the planning process, the greater part of total investnent was put
into heavy industry, chemical industry, basic constructicn, and military
industry, which led directly to the imbalance described above.

Second, the ability to construct a recasonable macrocconomic plan
was lacking. BEccnomists and technicians werc not given an important
role in plan making, and most of the could not even get basic data
about the national economy because of the "security systen." On the
other hand, wany planners lacked the technical knowledge nceded for
ccononic planning. The statistical system was s0 bhackward and confused
that planners at the central level also were deprived of accurate
infornation. his was in pert befeuse the arbitrary pricing systen
did not link secial demand with supply, and in part becausc managers
and cadres on every level werc able to—and did-falsify figures. For
instance, the Dazhai Producticn Brigade, an "advanced" unit in the
nation, falsely reported its output by nore than  twenty percent for
nany years. 6 Thus, despite the fadt that some forty percent of iron
and steel output could not be sold. ten new large-scale iron and steel
complexes were included in the Ten Ycar Planj and the decision to build
ten oil and natural gas fields was nade before it was kmown whether and
where s ch oil and gas resources cxisted in China.

2., The Reform Group, which included people such as Deng Xiaoping,
Vice Chairman of CCP and Ch.t. Tun, Vico Chairmem of CCP, claimed to
favor economic and political reforms from 1977 to 1979.

%. Those who lose their political position or power lose their
economic privileges. On the other hand, people might comnit terrible
nistakes in their plan moking and waste over a billion yuan of invest-
nent without any punishment, if they are still in power.

4, Concerning this point, W, Brus as well as O, Sik provide some
excellent argunents. See: W, Bnus, The Market in a socialist Econony;
Ota ik, plan and market Under Socialisn (Prague: Czechoslovak
Acad?my of Scienca, 1967), and The Comnunist Power (New York: Praeger,
1981 ).

5« The petroleun Lrroup, backed by Li Xiannian, Vice-Chairman
of the CCP, includes people who were heading the Ministry of Petroleun
and controlling the Stato Planning Comnission and many other industrial
ninistries from the early 1970s to the first half of 1980.

6. Renmin ribao, Deccember 24, 1980, p. 2; Novenber 22, 1979,
ppe1=2; and December 29, 1979, p.2, and Honggi 1981, no.2,p.2.
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The systen of nmanagement, like that of planning, has been insuffi-
cient and bureaucratic. Sy cvery level of managenent, from ministry
and local industrial burcau to company and factory, down to the work-—
shop, there-arc two separate lines cf control: the Party organization
and the statec administration. Unlike in nost fastern European countries,
the the Party organization directly controls the adninistration. F_.or
exanple, ninisters are usually first sccretaries of the Party organi-
zation in thelr ninistries. The dircctor of a conpany or factory,
however, is often only vice-sccretary of the Party organization in the
unit. Al]l .inportant issueg have to be first discussed and decided
upin at®the Party neeting. Neveftheless, unlike nost Eastern Europcan
countries or even the Soviet Union, where a large number of cadres and
Party members received advanced training in technology and managenent
after World War II, in China some cadres attended colleges in the 1950s,
but nost of then studied the social sciences. Moreover, not only were
nany of these (along with many intellectuals) criticized during the
ensuing politicad movements, 7 but the political opinions and back-
ground of the cadres becane the overriding, if not the only, criterion
for promotion. ULs a result, nost surviving managers were pure political
people, and managencent becamg politics, 8 In add%tion, because "redness,"
i.e. political loyalty, and political edu cation were emphasized,
nabagerial trining was underdeveloped, Befofe 1966, China had a total
of only four or five colleges to train nanagers, and students even in
these colleges spent the greater part of their time studying politces..
rather than management and technology. During the Cultural Revolution,
all prograns of managencnt training were stopped and nanagement becarne
synonymous with "class strugzle,’ ie.e. direct political control. &is a
result, the general standard of managencnt in industry was very low.

AL second rceson for failure was that most intellectuals did not
and .could not play an active role in production. No doubt, after the
failure .of the "Gang pf Four,” nost intellcctuals heve felt much frcer
than before. However, the continving problen of burcaucratisn remains
a source of discouragermt. In addition, nost intellectuals were not
Party nembers, andtherefore could not nake important decisions about
production. On the contrary, in nany cascs managers or political
people erccted obstacles to technicians! work, which threatencd to
expose the tecchnical incompetence of the former. MNorecover, becausc the
systen of allocation of labor was very rigid and burcaucratic, especi-
ally for intellectuals, no onc could choose or change jobs without
pernission from the cadres. Finally, nost intellectuals! living condi-
tions were unsatisfactory ecven comparcd with the workers'. For cxanple,
nany got a lowecr salary than workers, and husbands and wives were of ten
assigned to different citics. Bspecially in large urbancenters, very
very few young families were able to get an apartment with two rooms.
411 of this undernmined the intellectuals'! enthusiasn. '

Third, since the end of the 1960s, the working class has undergone
important changes. DMNore than thirty nillion young greoduates have left
high schools or technical schools %o enter factories. Certainly, they
have much stronger trainihz than older gencrations both in reading and
analysis, Half of then spent scvera 1 ycars working in the countryside,
where the scrious shortconings of the social structurc werc nore
apparent than in cities., Morc inportantly,people lecarned a deep lesson

1.

&+ Ts For cxample, in 1957, norc than half a nillion intellectuals
were criticized as "rightists,"” and, according to Mao, China had a +total
of 5 million intellectuals (including primary school teochers in the
countrysido) at that tinec.

8« Lack of a strong Pariy-lcchnology stratum is an important
difference between China and nost Zastern furopecan countries or even
the Soviet Union, where this group has strongly influenced proceosses
and effects of econonic and political reforns. In China, the Reformn
Group complined that the cadres! stendard of cducation was too low.
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fron the ten yecars of political upheaval, the burcacracy's privileges, the
worsening situation of the national econony, and greater information

fron abroad after 1976, 4is a result, worker alienation and the practise
of "work slovdown" becanc very popular. and young workers were celled

"a (independently) thinking goncration,"

-~ : -
Fourth, the systen of weges (including bonuses) did not accord with
"equal pay for cqual work" and was no% linked with the social value of
production. For nore then fiftecn years, wages and salaries renained
unchanged. Finally in 1978, sone workers' wages werc raised, - ~ but
partly according to their seniority and partly by managers' and cadres!
decision. Before 1978, bonuscs were fixed (five percent of total wages)
and distributed evently as an additional wage to ceveryonec except abscntees.
Since 1978, many factories have changed this systen and workers bonuscs
now accord nore closely with their perfornance in production. However,

the following problens renains (a) nanagers and cadres consistently get
the highest bonuses everywhere., (b) The production targets are raised
too quickly, and arc used to control the workers. (c) Because of
differences in the tecchnical structure of production in differcnt
industrial sectors or diffcrent product types, sone enterncises find

it casy to exceed their production target while for others it is diffi-
cult or even inpossible., 4As a result, gaps in boruses between different
sectors and factories became large. (d) For the Governnent, the new
systen contributed to widening''the budget deficit. On onc hand, the
governnent spent norc noney for bonuses; on the other, the bonus systen
led many ent erpriscs to exceed their target by wasting energy, raw mat-
erials, and labor. Here again the culprit was the absence of a link
between bonuses and the social value of products due to the lack of

an efficient price structure bezed on sone kind of narket nechanisn,

Pifth, large L1, techaclogy and ecquipnent consti-
tuted the main sirvategy of 4 ; The resulits were disastrous, in
part because of the pitlells of the planing system, wealknesses in the
process. of devision neking for investrent, and indequate nanagenente.
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nentioned. For the 0f lawrgo~scele jects, each industrial
ninistry could usun otiate dircntly vith foreiszn conpaniecs without
intervention fronm tihe Onistsy of ¥oreign Trade. But ruch unofficial
information suggesis that trained versonncl were often kept fronm playing

much of a role in such negotis » while the cadres who made the
inportant decisions lacked Imouledee or experience of technology and
world market conditions,

Finally, there wes the proolen of assinileting and digesting the
inported equipnent and technology. Mot only did the "Cultural Revoe—
lution" interrupt technical ecducation for ten years, it also disrupted
scientdfic rescarch. Many ‘echnicians were lefi doing work they were
not interecsted in or whicih did rot utiligze their lknowledge.

By the latter half of 1978, it had becore apparent that if China
were to avoid an ccononic or even a political crisis and at the ‘sane
tine implenent the "Your lModernizaticns" policy, a change in ccononic
strategy fron the "Ten Year Plon® %o econonic refornm was nceded. IFronm
the lessons of the Flen the Tollowing conclusions were drawn:

® Bureaucrctic control of the economy had to be reduced.

© Econonic plenning anc decision meking had to make use
" of the merket mechorisri.

© 4 direct link was needed
" Jor planners and manog2rs o nd their record of
performance.
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< The pricing system had to exprecs the relation
" between sociael demand «nd S pnly.
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® Politically oriented managers had to be

v graduelly replaced by technically oriented
managers, and workers given a significant
role in enterprise management.

® Direct links were needed between production

» and social demand and betweecn the quality
and quanty of workers' output and their
income.

© Enterprises needed greater eutonomy in

« deciding what, how, and how much to produce
Jor the market.

AGRICULTURE

The situation in agriculture was different. In general, because
of the lack of capital and technology, as well as the low standamnd of
education, geographical location and the weather arec still very inportant
deterninants of output and incone. lMorcover, institutional shortconings
had an even grecater ncgative eoffect in agriculture than-in industry.

The "People's Commune" has beon the basic ccononic, political,
social, and nilitia unit in the countryside. Before 1979, local govern-
nent at the province and county levels sont production target figurcs
(deternined by the central governnent's ccononic plan) to cach COLINUNE o
Cadres in the coumnunes dircctly controlled production (what, how, how
nuch, in what proportions, or cven when peasants had to plant) and
conpletion of state purchase quotas. On the production brigade and
production team levels, cadres were able to dewvdéchow every household
and peasant did their work each day and how products and incone were
distributed after taxes and sales quotas werefulfilled. Theoretically,
peasants! incones depenged on the harvest, which would deternine the
"value of a work point, and on how nany work points they accunulated
Nevertheless, becausc of cadres! power and loopholcs in the accounting
systen, 9 the cadres' incone was usually several timecs that of the
peasants. - 10 Even when the harvest was very poor and nany ‘peasants had
to leave their villages to becone begzars, the government could still
get agricultural products from the cadres, while the latter still
enjoyed ccononic benefits and privilegcs,

The state cconomic plan and political novenents strongly influenced
agricultural production, because the whole process of production and
distribution was controlled by cadres, the state's representatives,
whose economic and political benefits were not linked to their success
in stinulating prodircting production, and becauselmany cadres were poli-
tical people and knew little about agriculture. or exanple, the
novenents to "Learn from Dazhar" and "take grain as the key link" destr-
oyed agricultural production in nany places.

Thereforey, bothe cadre privileses and the arbitar leadership of
) p o

production gave rise to "work slowdowns™ anong peasants and rctarded
agricultural growth,

9. In fact, accountants were appointed or disnissed by cadres; usually
the accountant's work was not supervised by peasants. One rcason was that
nany peasants were illiteratecs or seni-illiterates.

10. No statistics can show this situation; however, during the past
three or four ycars, nany newspapers in China, such as People's Daily,
Renmunribao), have published articles criticizing this situation.
Sce people's Daily, July 30, 1982, p.5, August 27, 1982, DyD, and
Scpteuber 16, 1982, p. 4.

F R K
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11 In addition, because of the large gap between prices of agricultural
and industrial products and the state nonopoly of purchase and narketing
Peasants could not ecarn enough to pernit investment and savings.

Consequently, nitigation of the conflict between peasants and
cadres, relaxation of state control of production and distribution,
and increased peasant autonony in production becanc the peasants!
chief denands and the principles of ccononic reforn in agriculture.

POLITICAL DEVELOPMENT

The failure of th§ "Gang of Four™ did not stop the struggle anong
the top leader ship. *lignment and realignnent of political forces
was continously occurring. Before the Third Flenary Session of the
11th Central Comnittee, held in Decenbor 1978, therc were basically
three contending forces: the "New Gang of Four" 12 (including their
followers), who achieved their position during the Cultural Revolution;
the Reforn Group; and the Moderates, 13 who at that tine were concen-—
trated in the Arny and the Yetroleun Group., The position of the "New
Gang of Four" was weak since it was opposed by noth the Reform CGroup
and the Moderates, and, nore inmportantly, by the najority of Chinese
people as well. On the other hand, becausec the "New Gang of *our™
retained sone power at the center while the Reforn roup itself was
not very strong there, the political support fron tHe populace was
very iamportant to, thelatter. To nobilize this support, the "liberation
of thinking" was »ut forward, several inportant theoretical discussions
were held, and "Democracy Wall" was created, 14.

Conpared to "Prague Spring" of a decade earlier, the Beijing Spring"
at the end of 1978 and the beginning of 1979 was very short and weak.
In Beijing and other large cities, "Big-Character Posters” at first
mainly criticized the "New Gang of Four," and leaked information about
the struggle at the top to support the Reforn Group, Conscquently
therewas high-level indirect support for the "Democracy Wall" before
Decenber 1978, probebly fronm DengﬁXiauJing hinsclf. However, after
the Third Plenary Session of the “leventh Central Committee, the
situation begen to changc. On the one hand, the "New Gang of Four"
lost power and the Reforn Group was strenghtencd., On the other hand,
the nature of "Denocracy Wall" (sone pecople called it the Denoccracy
Movenent") was also changed. Some young students and workers 15 nak
satisfied with confining their critifisn to the "New Gang of *our,"

11. For exanple, in nany places, especially in poor areas, output of
pricate plots was two %o five tines that of collcetive ficlds.

12. The "Wew Gang of Four" included Wang ongxing, forner Vive Chair-~
nan of CCP and three other nenmbers of the Political Bureau.

13. The "Moderates" in this case necans the people who viewed the pre-
"Cultural Revolution" situation as the best moderl for China's futurec.
Basically, they are a najority in the Party, the governnent, and the
Arny ., :

14. '"Denocracy Wall" was a wall in Xidan close to Tian 4n Men Square,
Beijing. At that tine, "Big-Character Posters" were pu:s up on it.

lMost of then criticized the bureaucracy and discusscd "sgriglist deno-
cracy." Therefore, people called it "Yomocracy Wall."™ In the autumn
of 1979 it was "cancelled."

15. Several points about young students and workers should be nentioned
here: (ay Vany of then were Party nembors or League nembers. (b) Most
of them opposcd the "Gang of Four" before Mao died although some of
then werc Red Guards at the beginning of the Cultural Revolution. (c)
ifter 1968 nany of thenm were sent to the countryside. (a) Klthough nost
then did not have an opportunity to study in colleges, they organized
stuey in groups to discuss Social, politica, ceononic, and theoretical
problens beforec 1978, (oc) The failurc of the "Gang of Four," cspecially
the liberation of thinking" and +the crecation of the "Denocracy Wall,"
afforded then an oprortunity to cxpress their opinions. (f) The policy
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of o%cnnoss aftcr Mao dies gave then nove i%formation fron abroad.
(z) heorctically, they can Qe divided into left" and "right" as
with people in some Bastern uropcan countries and the Sovict Union.

TRIED to criticize the systen itsclf. In addition to "Big-Character
Posters" on "Denocracy Wall, " nany privete nagazines and ncewspapers
were published; mass rallies and discussions were held; small groups
were orgenized; and demonstrations occurred in many cities. No doubt,
such a "Denocracy lNovcment" straycd for from the permission granted
by the systen. In particuler, frny criticism of the movement bccane
stronger and stronger. ;

Many workers and intellectuals sympathizcd with some aspccts of
the Dcmocrecy Movenent." However, they were also beconming increasingly
wecary of political movements in general and norc intercsted in ccononic
benefitse. Morecover, at that time they placcd grecat hope in the Reforn
Group's ability to bring about political and econonic changes. 4nd,
although the "Dernocracy Movenent" madc some incisive criticisn of the
burecaucracy, thecoretically its erpuncnts were still very weak and at
tines confuscd. For all of these rcasons, political support for the
novenent fron workcrs and intcllectuals was linited and passive.

THE ECONOMIC REFORM

Fron the latter half of 1978, reforns began to be inmplemented
in industry, foreign trade, and agriculturc. This proccss lasted
about a year, after which the n#in ccononic strategy began to change
to one of Recadjustmnent, the nomentun of Bcononic Reform was stopped,
and high level contralization was once again enphasizcd.

In gendral, the Reforn was more talked about than acted upon, and
nost arguments were nade by scholars and professors rather than by
planners and nanagers with practical cgpericncec in cconomic work. More
inportantly, the Reforn never had behind it the rcquisite politicel
conditions for succcss. Besides the change of political line
by the Reforn Group (sce bclow), it was in fact the Petroleun Group
and not the Reform Group that controlled power in the cconomic sherc
during the crucial period. In addition, the cadre systen remained
intactyand the Reforn Group could not find a strong Party-technician
stratun to support its pplicies. Discussion and implencntation of the
Reform therefore werc left to political people at every level, who in
fact, directly or indirectly, opposcd most of its ncasurcs.

Basically, the central administractive planning systen was not
changed nuch; i.c. plans and targets from the central level still
cormanded the activities of c¢nterprises. Comparcd with the situation
before the Reform, localities (cspecially provinces) received nore
rights and were frcer to nake decisions regarding finance, investnent,
price regulation, and foreign trade, However, the fulfillment of state
plans and targets was still the precondition for such frocdon. Sinilarly
for nost enterprises selectecd as "reforn experinent” sites, the "expan-
sion of enterprise autonomy" did not go very far (sce below).

On the cther hand, the process of plan making on the high level
was not changed; that is, it was still a top~down process, and norc
inportantly, the plen was not based on an accurate perception of
social scarcitics. The central level still controlled price making,
allocation of most in raw materials, enecrgy, taxation, wages and nost
investuente Thus, the reforn of the planning systen actually anounted
to: (a) the attenpt to fashion a recascnable state plan without
recourse to a narket nechanisn; and (b) the attenpt to stimulate local
ahd enterprise plan fulfillment by pernit ting enterprises to keep a
somewhat higher percentage of total enterprise profits. Consequently,
the Refern was basically modeled oftcr the Soviet typee
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Generally Prices in China were "planning prices"; they were directly
nade and controlled by the central and locsal price burecaus, Certainly,
except on the free narket, every comnodity's price was equal to itg
cost of Production, plus enterprise profits, comnercial cost, commercial
profits, and taxes, However, rates of enterprisc profit and paxation
were decided arbitarily and not in accordance with enterprisc Producti-
Vity or the social wvalue of the oconmodity, Therefore therc was not
a dircet or even én indireft link between price ang productivity, or
between profit and productivity, 1In ad@ition, becausec the planned Price
usually was stable op even fixed, there was no novenment of prices to
CXPress social denand or the changing productivity of the individual
enterprise, As g result, planncrs were not abde to sot correct infor-
nation about the relationship between social denand and supply to nake
& Icasonable plan,

In some Eastern Europcan countries, such as Hungary anad Czechoslo-
vakiag (1968), comnodities werc divided into threec groups in the reforn
of the price system:

© (A) food, energy and sone basic neccssitices,
o (B) general consuner goods,

0 (C) luxury goods and neans or production,

For type 4, both governnent nade it their policy to keep prices stable;
they understood that nrice reforn would suddenly and sharply increasc the
Price of Type 4 goods, dince both Supply and, ¢specially, denand for
such goods had been constrained for o long tine. Such a sudden and
shary inflation of type A would be very dengercus for their'rcforms,
both ccononically and politica 1lly, This was the case with respect

to Poland's econonic reforn, Therefore at the beginning of their
reforns, only prices of typw C poods werc allowed to float freely,
while typw B Prices werc allowed to float within linits, This contrasts
with the appreach taken by China, which diq not change the prices
structure for tyne B and ¢ gceds, but roised in agriculture, Prices
(type Ak ln first, bocause of the reforn in agriculturef Price of
Stable and Subsidiary foods on the frc: narket increased, which had

a strong inpact on the state narket., Then the governnent tried to
control the inflation by fiscal (ena even administrative) ncasures,
such as by Subsidiging Prices of agricultural products. But this
contributed to enlarging +the budget defioit, and did not in any casc
Stop inflation in the free narket. At the sape tine, imbalances and
inefficienfy in industry prefented the Supply of sufficicnt industrigl
procducts to meet the denands of the peasants, .Therefore, though prices
on the state market werc controlled, the potential inflation was very
strong., Finally, the €overnkent raiscd the retail prices of eight main
Subsidiary foods by an everage of 33 percent, The effects of this
pPlanned inflaticn were as follows: (a the governoent spent a lot of
noney on a food Subsidy for workers and stoff nenbers (fige yuan per
worker per month), which is s$i1] naintained; (b) nany workers and low
level staff nenbers were nade unhappy by the faot that, for nost
fanilies, the food Subsidy was not cnouzh to compensate for the infcoqd
subsidy was net enough to conpensate for the increasc in inflation;

16 and (c) the budget defictt grow larger.
16.

i_.i_ii-..i,..__iii___-mi,Mii,‘,__~_~__m~,_-m~__~,,,h-_____.ii-m_iiu..
The food subsidy ig given to each workor or staff menber but not to
their nonworking fanily henbers, For roest fémilios, food cxpenditurc is
50 to 60 bercent' of total incone, and 80 bercent of the food cxpenditure
is to buy subsidiary foods, or cxanple, if a fenily's incomne is 100
Juan per nonth (two bersons, i.e, both lwusnand ana wifc work and have
one child), plus the food subsidy, 10yuan, the totalincone is 110 yuan
ber nonth. On the other hand, if the food cxpenditure was 55 percent

of total income before planned inflation,i.e, 55 yuen, the cxpenditure
for subsidiary foods vas cqual to 44 yuan., Now the expenditure for
subsidiary foods bceane 44 yuant 10, yuan = 54 yuan, butthe prico of
svhsidiary foods would be 44X 133 bercent =58,52 yuan, which ncansg

that for this Tamily, real incone Cecreased 4452 yuan, or 4.47 percent
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of ivs total incone per nonth, In add¢ition, prices of nany other

nanufacturced consuper goods and social services 'were also raised.
Finally, Lany fanilies have nore than one child,

The systen of allocation of energy and raw naterials was relatively
unchange@ during the Reform. -The State Planning Cormission stil]
controlled nost raw naterials and energy, although comnumnes could get
Bore agricultural products than before for their small-scale and less
efficitent industry because of the reforn in the countryside,

INVESTVMENT DECISION=MAKING Wwas reforned., The systen of bank loans
for industrisl enterprises was given a greater role than before, but
that of allocation of financial resources was weakoned, The banking
systen was given gre~ter freedon to nake loans without the pernigsion
of the gentral bank, 4s g result, it wns much cesier than before for
local givornnents, entcrprisos, ancd connuncs to borrow fron local beanks
at low intercst rates (less than 1'pcrccnt per ycar), However, there
were two problems, Because the price structure was not reforned

ie.e, price was not linked to either productivity of enterpriscs or the.
relation between social deonand and Supply), inefficient enterpriscs
could still nake profits if they produced high price but low cost
commodities, Second, such decentralization of the finanecial systen
had a strong inpact on the national ccononic Plan with respect to the
@llocation of both financial resources and raw naterinlss the govern~—
nent lost control of bith finance and investnent.

The systen of labour allocation was partially reformod. For
exanple, in 1979, sone cities established an cxanination for Placing
hige school graduates in jobs, However, their parents' social position
renmained a very inportant deterninant of their enployment prosvects,

or an ordinary graduate, the type of job held be a brother or sister
usually was o deternining condition for setting a job or qualifying
for "waiting for enploynent." But very soon the cxanination systen
was given up, Lator, an important chanse was nade to solve both the
problen of unenploynent and the problen of backward social Services:
the governnent Pernitted skilled uncnployed persons 0 organize spall
workshops, stores, restaurants, and some private sercices, The
interesting thing is that sone of then have been pernitted to hire up
five workers, 17 However, a person already in a Job could not leave
that position, Certaihly, this Leasure has been very helpful in provi-
ding nore Jjobs for young graduates, and it also has created a conpetive
situation in the social servic cs. - On the other hand, although People,
especially intellectual, are still not allowed to choose or change their
Jjobs or to enigrate fron one eity <tg another, they are allowed to
exchange jobs with each other, if they arc fortunate enough to find
another person in a sinilar position and willing %o nake such an exchange
#nd if both sices can get permission from their units, Such exchanges
have been nore difficult for intellectual than for unspecialized workers,

In general, the wage system was not reforned much, For nost
workers angd staff, the number of years cnployed was still the nogt
important deterninant of wage level, During the Reforn, only a few
People (less«than 5 percent ) received differentially bBigh (by six or
twelve yuan'per nonth ) wage increascs, and nost of these were cadres
end nodel workers., On the other hand, the bonus systen was reforned -
in several ways, but becausc the conpenscrion system as a whole renained’
largely unchanged, the bonus rcforn was of linmted cffectiveness, Later, -
the governnent announced a policy of liniting bonuses to less than
10 or 15 percent of wages, and somc workers and staff reached to this
policy with "worlk slowdowns,"

A | o
??. 4t last count (the end of 1980) there were 700,000 private indivi-
duals engaging in handicreft ana snall comnercial services.
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In publications, many people (from the Reforn Yroup to many
ccononists) talked extensively about the refornm of the menagcnent
systen, and, in fact, cxperinents with deecntralization were nade in
sone cntorprises. Nevertheless, in gencral the system of nanagenent
was not nmarkedly changed, especially at the enterprisc level. Concer-
ning this situation at lecast four problens should be discussed here:
autonony of the enterprise; the relationsjip between the political
and the technical people; the position of workers and denocratization
of nanagenent; and scientific nethods of nanagcnent.

The "expansion of enterprise autonomy" was inplemented in a large
number of enterprises. In this experinent an enterprisec was able to
produce limited types of commoditics for the local market after fulfill-
ing its plan target. It was also permitted to pay higher bonusecs than
other cnterprises if it cxcecded its target and successfully made profits
fron its narket sales., In addition , an cnterprisc was able to a keep
a percentage of its profits (enterprise funds). Finally, it held the
right to appoint its own niddle~level nonagers without pernission fron
high level adninistration officials. Sorno investigations indicated
that this experinent was successful-nost of the cxperinental centerprises
increased their out put and excccded their plan targets, and they nade
higher prodits than othor cnterprises in tho same scctors. Conscquently,
their workers and staff rececived higher bonuses. However, the experi~
nental entorpriscs were carofully choscn: they held some prior advantasges
over other enterprises in the sane secctors, lso, the governnent
favoured the experimental enterprises with superior access to credit,
energy, rew naterials, technology, and nmarkets. 18 Thercfore, their
experience was of linited relccance to other entorprises, for the
governcnant would not have been able to provide sinilar advantages
to all .

Morcover, the success of the experiment was further linited by
developing contradictions with the old planncd and overcentralized
systen. FYor exaiiple, the old arbitrary price systen could hot properly
reveal the strengths and wcaknesses of the cxperinent, and the old
systen of allocation of row materials and energy was not always at le
to provide enough energy and raw natericls. In ad 'ition, for the
government, there was a conflict betwcen tho experinental units and
other enterpriscs,

Besides this moderate change, a hondful of enterprises in 1980
experinented more radically with a systen callcd "'self-rcsponsibility
for profits and losses." These enterprises could nake their own decisions
about what, how, and how nuch %o produce, according to the market sitm—
ation. They werc permitted to keep about half their gross profits,
on the average. Very fow enterpriscs were involved in this experimont,
and its scale has not subsequently been cxpaned. 19.

The relationship between political and tecchnical people concenned
not only the systen of nanagenent, but the political systenm of nanagencnt,
but the political systen as well., The governnent cnphasized that it
wanted to promote nore intellectuals to positions of leadership, and
that the political peoplc had to study technology and nmanagenent. How—
cver, only a ve y few technicians wore appointcd lecaders of enterpriscs
(and then usually only as assistants), and the power was still held
by the pelitical people. The reason nany political cadre opposed
ranagenent reforn was not only that they feared losing their positions
(whiqh entitled thenm to political and ccononic benefits) to technical
people, but also that they really wére nct able or willing to learn
nore about technology and managemnent after thirty years of political
indoctrination,

18. Sce Jingji guaﬂTI"i§§TTMFHT;E;~hbéfﬁéiééjvbhh"555224:3&if?555"T§§6;”“"

vol. 64n0s8.13=21,

19. Carl Riskin: "Market, Mooisn, and Econonmic Reforn in China,"
Bulletin of Concerncd fsian Scholnrs, vol.13,n0.3 (1981),p.37.
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According to publications, sone eclections of leaders, and nanagers
were held, and Congrecsses of Workers and Staffs took place in nany
enterprisecs. Nevertheless, un-official infornation indicates that
political cedres often won such elcctions; and the Congress of Workers
and Staff were often controlled by these people. In fact, the situation
of alienation in enterprises was alrecady very serious., Both "political
education and the "class struggle" hed already lost their appeal to
workers. During the Reforn, the new bonus systen and a system of hecavy
penalities for nonfulfillment of production targets, absences, etc.,
becane the "economic method" for cadres to control workers. Nevertheless
the cadres':widespread incometence, bureaucratisn, non-responsibility,
privileges, waste, and inefficiency all contributed to increasing worker
alienation, and also provided an inportant basis for the synpathy and
support that many young w rkers cxtend=d to the "Denocracy Movenent,"

Although scientific management was greatly enphasized during the
Reforn, very few enterprises actually cmployed it. The reasons were
that general kmowledge -of nodern nanagenent science yas quite under—
developed in China, kost nanagers were not trained in econonmics, busi-
ness, or nanagenent, and under a socialist systen, modern scientific
nanagenent should also be denccatic nanagenent in which workers and
low=level staff play a nore active and inportant role in shaping the
enterprisc'!s activities. However, such a role was in conflict with the
bureaucracy's position. ’

Some important reforms were made in the foreign trade area. 1In
Particular, the system of foreign trade was decentralized, the import
of capital, especially dircct foreign invesfient, was pernitted, and
®pecial Econinic %ones (SEZ) were established. All this affected both
the ccononmic and political structurcs.

Decentralizatiin of - foreign trade took the following coursc. Pirst,
the old overcentralized top-down systen was changed into a more pluralistic
system, in which local goverr-~. ‘= » particularly on the provincial
level, and even sone cnterprises, Lecane increasingly active and had
greater freedon to engage in foreign trade. They cculd, for instance,
directly negotiate and sign contracts with foreign companics. Second,
they were allowecd ¢ keep a percentage of forecign exchange earned.

This policy was a strong stinulus to local governuents and enterprises

to increase oxports. Howeve», a nunber of problens arose. The large
Price gap between the donestic and world markets gencrally caused inpore
ting enterprises to enjoy high profits but exporting cnterprises ' .to
incor losses; decentralization of foreign trade conflicted with the state
nacro—-cconocnic plenning systen; inefficiency and low procductivity due to
weaknesses in the donestic systen of planning and managenent were exposed
by international conpetitiorn, and hindered the developnent of trade; and
people skilled in Fforeign trade work were in short supply. Actually,
except for the last, ttese problens could be solved only by further

and more thorough reforn of the whole econonic systen.

By the end of 1980, the governnent had borrowed $ 14 billion fron
Japan, Italy, West Gernany, Swede, Belgiun, Argentina, Canada, and
Britain, To facilitate the borrowing, the Bank of China had 114
branches abroad, and 20 branches of foreign banks were establiched in
Beijing., 1In 1980, China befanc a nerber of the Morld Bank and the
International Monetary Fund. Perhaps nore inpertantly, by the cnd of
1980, threc SEZ's were crested under the "open door" policy, and these
absorbed nore tian $500 million in foreign capital., pron the SEZ, the
goveranent could get foreign exehange, lrstn sbouy internetional COnp—~
etition, and train nenegers. - llovever, the SEZs have also nade the
China's people nore aware of the major problems of Chinese reople
nore own ecoronic syste. In acdition, tihe nanagenent systen in the
zones night well be scen as a threat to the cadre systen outside of the
zones. lMoreover, the incone.gap between workers within and outside
the SEZ threatens to becone a political problen.
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20 Finally, thaere _is the broader issue of what ought to be the relation-
ship betwcen the “pecial Bxport Zone and the whole national ©CONOIyY .,

inother area where the Reforn had been significant is agriculturec,
As nentioned carlier, for the Chinese peasants, there were thre. overri-
ding issues: autonony in production fron bureaucratic control; distri-
bution according to output and without +the burecaucracy's ccononic privi-
leges; and expansion of the frec narket to mqke cash, The Reforn in
agriculture spoke to all thrce issues. al

First, since the end of 1978, the systen of fixed farn output
quotas for cach household, or the systen of production responsibility,
has becone widespread. Cadros! control of production has thereforc
been able to nake their own dceisions about production. Because inconc
hes become directly linked to output, and tecanm and brigade cadres have
had to take full responsibility for output quotas on a priece of land
and carn their own inconc through labour, it has been nore difficult
for then to conmand Special privileges. Sccond, the size of private
plots has grown, pernitting peasants to produce norc subsidiary foods
for the market. Third, state monopoly of purchase and narketing has
been linmited to grain, cotton, and some o0il crops, allowing the free
narket has beecn a very inportant way to nake cash, since without it

hey could only get cash annually at the end of the year. finally,
because the government's control in the countryside has becn weakened,
snall-scale industry has had rore oprortunitics to develop,

It has bcen o very difficult pr.ccss to inplenent the Reforn in
agriculturc. Many cadres in the countryside have opposed it, Their
view has gained strength from the o fact that the frcece narket has
contributed to inflation, cspeeially with the government “inable to
provide cnough industrial products to the countrysidec. Competiticn
for raw materials, energy, end narkets between urben large—scale
industry and usually inefficient rumal small-scale industry has been
another cenpliceting factor, Moreover, this Reforn with its frage -
nentation of land poses a bairrier for the nechanization of agriculture,
However, the rural pepulation is still more than 80 percent of the
total population in China, and spending large anounts of foreign
exchange to import grein and cotton is & heavy burden on the govern-—
nent; it will thus De difficult for the policy-nakers to stop the
Reforn,. though therc nay be continuing struggle aver it in the future.

POLITICAL DEVELOFPMENT DURING THE REFORM occurred at both the
lcadership and the grass roots levels, At the top, the power structure
was beigg continuously reorganized. After the Third Plenary Scgsion
of the Yleventh Central Committce, nore and more "cld cadres" were
returned to their f orner positions and rcgained power. Many of thesc
old cadres opposed the Reforn, and favored restoring the prc—Cultural
Revolution situation. Together with the Lrny, they becanc the new
Moderates anons the lcacership. %t the gfassroots level, as we have
scen, the younger generation continuously cxpanded the "Deniocracy
Movenent, " especially in large cities during the first half of 1979,
and their arsunents becane nore and norc philoscphically challenging,
systenatic, and radical. &0 the face of this, the Moderates' exterted
strong priessurc upon the eforn ~roup to supprcss the movement. The
novenent was banved, private publicntions were linited, and sone poeple
were arsrested and sentenced to Priseon terns,

In the end, the Reforn 5roup itsclf changed its cenphasis fron
the "liberation of thinking""to the "Four Persistences": to persist
in the Party's lcedership, the Proletarian Dictatorship, the Socialist
Road, and Marxzisn, Leninisn, and Mao Zedong Thought,

20. Workers and staff working in the zones have an income which is

over 40 percent higher than outside the zones, on the average. See
"China's Special Econonic Zones as Scen fron Conditions in Export—
Processing Zones in the Developing Countries and Areas," by Tang

Huai, June 1981 Jingji Yanjiu, pp. 62-68, '
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£s a'result, econonic reform in China lost its nefessary political
foundation, in contrast to what occurred in Yugoslavia, Hungary (1968),
and Czechoslovakia (1968).

; : THE FZONOMIC RIEADJUSTMENT

[

Although the Econonic Readjustnent was put forth in the middle of
1979, in fact, it replaced the Reforn as the nain econonic startegy in
the first half of 1980. At that tine, the Mcderates had gained consi-
derable power in the cconomic sphere and the Fetroleun roup had begun
to come under criticism, Except in agriculture and foreign trade, the
Reforn had nade little hecadway, and the gevernnent now scencd alarned
at the continuing budget dcficits and the development of open inflation.

In general, the stmategy of Econonic Readjustnent is recentrali-
zation, strengthending the central government's control of planning,
finance , and investnent decision naking. ccording to official
opinion, the Readjustment should solve the Problems of imbalance in the
national cconomy, inflation, and deficit spending. The following
neasurcs were taken: the anmount of investment in the stote plan was
cut down, cxperincnts with the expansion of autononous jurisdiction
of enterprises wcre slowed down, wages and beonuses were generally frozen
nany enterprises and institutions in heavy industry and nilitary industry
were closed, and sone unconpleted large-scalc projects were stopped.

21.

However, the Reform in agriculture and foreign trade has not yet
stopped, since the governnent has required more grain and row naterials
fron agriculture for light industry and for the reduction of inported
grain and cotton in order to create nore forcign exchange and to attract
nore foreign capital.

The results of the Readjustnent have not been encouresging. The
central governnent has cut ecxpenditure for and investnent in heavy
industry and nilitery industry. However, on the local level, investnent
has not been rcduced-but hasincreased quickly-since the banking systen
has been encouraged, and nore inportantly the price systenm has not been
reforned. As a result, on the national level, total investment has
increased according to government initiative., 22 Furthernore, the
cfficiency of investment, productivity, and the conditicn of nanagenent
have been poor because the managenent system has hot been narkedly
reformed., /nd finally, the political cadre have continuously controlled
production, but technicians and workers have not yet played an active
role and the systen of wage and bonus, and the econonic plan have not
been based on the narket nechanisn.

According to official statistics, the inflation rate decreased
narkedly in 1981, However, the price of food as a whole rose 3.T%
(4.1 percent for non-staple foodstuffs, including a 10.6 percent
increcase for vegetable pricos.) 23 In addition, sone enterprises
sold shoddy goods as quality goods, decreased the quantity of produce
per unit price, and otherwise raised prices in disguiscd forms. This
increased the burden on the consuner. The reasons were that industrial
production, incl@ing light industry, has becn poor; therc arose a
conflict betwecn the frec market and the state narket; the pitfalls
of the old pricing systen have not been overcone; and the managenent
of the comnercial sector has not bcen inporved.

21« Unfortunately no statistics about such "stopping, closing, and
changing™ have been found yet, but unofficial information suggests
that the losses suffered were hecavy.

22, Sce Jingji yanjiu, March 1981, pp.3=12,

23. See Beijing Review, May 18, 1981,p. 17 and nay 17, 1982.
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The structure of industrial production has been readjusted to the
cxtent that the proportion of investment, row naterials, evergy, and
labor force going to light industry hes been incrcascd. 4As the result,
the value of output of light industry increascd to over 50 percent of
the trtal gross industrial output value in 1981. DNevertheless, the
governnent has continously criticized this situation because a larger
nunber of light industrial products could not be sold,

The economic stratcey of Readjustment is %o continue for several
yecars. These arc to witness norc decrease in total investment, invest-
nent in heavy industty, and budget cxpenditures at both the central
and local level; further strengthening of. the centralize& planning
systen; tightened control of prices; and a return to centralized decim
sion making regarding investnent, finance, prices, wages, foreign trade
and the allocation of inportant raw natcrials and energy. However, the
Reforn in agriculture will continue and grcater "openness" in foreign
trade will be naintained,

However, the Recadjustment has given rise to and will continue to
cncounter the following problens.

°© Recentralization has strengthened and will further stronghen
the power of planners of the central level but weaken that of planners
at the local level. As a result, the activity of the local level has
dininished and the pitfalls of the overcentralized planning systen,
which arc the most inportant rcasons for imbalance in the national
econony, have been decpened.

© The conflict between the Reforn in agriculture and the Readjust—
nent in the national cconony has been and will continue to be sharp.
For example, when the goverrnent is not ablc to provide enough industrial
products for peasants, the production rerponsibility system and the
developnent of the free nmarkect must strongly stinulate inflation. In
addition, the {decline of cadre contrcl in agriculfurc has been in
conflict with thé rocentralization in industry, and it has been in
and will bc opposed further by the burcaucracy (and even the Aruy)
in both countryside and citics. Morecover, the developnent of small-—
scale but inefficient industry has not only becone a threat to the
state~owned light industry in cities, but has also disrupted the state
narket and price structure.

© The contradiction betwecen the rocentralization and the Reforn
in foreign trade will be anciicr difficulty for the governnent. For
foreign trade, a rcformed price structure and nanagenent systen are
necessary conditions for competition in the internaticnal narket. ,
However, those mecasures conflict with the strategy of Readjustment.

°© The attitudes of workers and intellectuals toward their work
will be & continuing problen. On the one hand, during the Readjustnent
period, wages and salaries have been frozen, bonuses have beon limited,
and the reforn and denocratization of manageuent have slowed downe On
the other hand, inflation has still been a problen to the governnent,
and the burcaucracy's position has been strengthened.

© Even local cadres have opposcd the Readjustment, becausec their
power .and privileges have beecn reduced.

© Lack of energy resources has been and will further be an
inportant problen for the Readjustment, particularly under the planned
but burcaucratic susten of allocation of energy. In addition , at the
present tine, nany hcavy industrial cnterprises have closed or stopped
their production under the Rcadjustment, and, according to some publi-
cations, the utilization rate of equipnent in industry is only. about
75 percent because of the lack of encrgy. However. further development
of small-scale industry in the countrysidce and incrcased procduction
in the pectrochemieal industry are otill the Readjustnont's foeal poihts,
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° The international cecnvironnent is noct very heldful to the Read-
justnent. The ccononic situation in most wcstern countrics and nany
seni-industrialized countries is not good, and international conpetition
especially in nanufactured goods is very sharp. Therefore, if China
does not reforn its inefficicnt econonic structure, its position in
international conpetition rust be weakencd. Also, although several
neasures (for exanple, the esteblishment of the SEZ and the Investnent
and Trust Conpany to attract forcign capital have been tzken, the
stability of the politicel situation and of econonic po}ice, the incon-
plete 1legal systen governing forcign investnent, and the dangers of
the overcentralized ccononic systenm are still conccrns of forecign
investor. For cxanple, the Readjustncnt stopped some large=scale
projects, which were imported fron Japan and West Germany. This
ncasurce had a strong inpact on Japanese and other investors. 2 4
ind finally, in the ncar future, China will continuously have to inport
a lot of grain and cotton for its focd supply and textile industry,
However, the price fo grain and cotton is incrcasing and will continuc
to incrcasce on the world narket.

3 Officially, Recadjustnent is a2 nccessary precondition for further
rcforn of the economic systenm in the "future." But to sun up the above
argunents, it is unlikely that the Readjustment will succced fully,
especially with respect to efficicency of investnent. Readjustnent

is a proccss of recentralization of the ccononmic system, and it thercfore
will further strenghen the position and power of the centrel bureaucracy,
which is an inportant obstacle to fubure reforn.

Recently, Hu,Yaobang, the Secretary General of the CCPk ‘clearly
stated at the Twelfth Party Congress that by the cnd of this decade
the basic econonic ‘strategy will still be "Readjustment." In parti-~
cular, he enphasized a nccessity to "concentrate funds on key develop-
nent projects." In addition, upholding both the "lecading position of
the state eccononmy" and a planning systen of a "mandatory nature" were
strongly cmphasized, while econonic reforn was given very little abten-
tion. « It is still unclcar how the government can inprove balance in
the national econony without further roforn of ccononic institutions.
and how central administrative control of industry can be nade compati-
ble in the long run with decentralized agricultural policy relying
heavily on the free market. 25.

L. BRIEF PROSPECTUS

The futurc course of cvents will probably depend heavily on whether
the strategy of Readjustnent succceds or fails. If it succceds, a
nunber of results would follow. The sectoral proportions of the national
economy would be changed, MAlthough no concrete proportions of models
are proposed, the governnent obviously is deternined to being about a
"strategic change"= that the output value of the light industry, as
indeed happened in 1981. The rate of accumulation would be kept at 25
bercent, although there is no satisfactory explanation of why this
particular rete would be the perfcct one for China. The governnent
deficit and inflation would be reduced or clininated by ncens of fiscal
austerity. Industry would becone somewhat more cfficient in the use of
encrgy, and the problen of unecnploynent wculd be solved. Finally,
export of manufactured goods would incrcase, although it secns very
difficult or even inpossible to make further reforms in the managenent
systen of forecign trade.

At present, people aveid discussing what type of cconomic systen
would be crcated by the Readjustnent. However, analysis of the strategy
of Readjustment suggests that it will further strengthen the ccntralized
adninistrative planning syszten and thus lecad back to the Soviet nodel,
even though the issue of Refornm in agriculture will cause some strugglee.

24, Sce, €8sy Shijie Jingji daobao (World Economy Herald),iﬁiy 27:’
1981.
25. See Beijing Review, Scptenber 13, 1982,pp. 11~40



The problens of chronic incfficiency, low labor productivity and absence
of incentive to innovate would thus renain endenic to indust#y., In
addition, e®zept for the Special Export Zones, which are very weak and
and strictly controlled, and other projccts of direct foreign investnent,
the systen of foreign trade would again be likely to become more
centralized. NMoreover, although the systen of allocation of labor ha8
benefited from the revival of independent businesses, their position

is very weak and opposition and criticisn from cadres is beconing
incfcasingly strong. Therefore, if - the cconoklic situation should
inprove, sone kind of control (for exanple, transforning then into
cooperative enterprises) would be likely to be imposed. ;

Finally, the problen of agriculture is norc conmplex. On the one
hand, the Reforn in agriculture has increased both output and peasant
incone. On the other hand, it has been nore difficult that before for
the government to procure agricultural products fron the peasants,
Additionally, the developnent of the frec market has contributed to
inflation, More inportently, the burcaucracy's power, position, control,
and privileges have been reduced in the countryside, which has also
weakened the political systen, Chinese peasants nuch be worrying about
whether the new policies will be rolled back, as happencd in 1964-65
after a similar period of liberalization, - ‘

In case of the failure of the policy of Readjustment to surnount
the difficulties discussed carlicr, both the econonic and political
situation will be very complex. On the one hand, the Moderates will
secarch for new policies with the support cf the Arny. On the other
hand, the "Democratic Moverent™ nay well become active again. 4s a
result, therc would be the possibility of a situation arising similar
to that of Poland, In conparing the situations in China and Poland, :
however, there arc at least three questions that nust be addressed:
(a) What rolc do the armies of each play in political life? (b)

What opinion do most cadres hold about political and econonic reforn?
(c) What international environnent does each country operate in? *
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