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The Selected Works of Jiang Zemin, Volume I contains the major writings
of Comrade Jiang Zemin from August 21, 1980 through August 5, 1997 and
includes 81 reports, speeches, talks, articles, letters, instructions, orders and
messages, many of which appear here for the first time.

Minor corrections have been made to the previously published works in
this volume. In addition, notes have been added at the end of a number of
sections during editing to aid the reader.

The author has read and approved all the material appearing in this

volume.

Editorial Committee for Party Literature,
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CREATE SPECIAL ECONOMIC ZONES TO
ACCELERATE ECONOMIC DEVELOPMENT

August 21, 1980

As entrusted by the State Council, I would now like to brief you about
the creation of special economic zones (SEZs)' in Guangdong and Fujian
provinces and the promulgation of the Regulations on Special Economic
Zones in Guangdong Province.

1. Basis for creating SEZs and their nature

The Report on the Work of the Government passed at the Second
Session of the Fifth National People’s Congress (NPC) defined three tasks:
continuing to excel at importing technology, making good use of foreign
investment and vigorously expanding exports. To help us fulfill these tasks,
and learning from the way a number of other developing countries have
operated export and processing zones to accelerate their economic de-
velopment, in July of last year we began preparations to designate certain
arcas of Shenzhen, Zhuhai and Shantou in Guangdong and Xiamen in Fu-
jian as SEZs in order to develop economic cooperation and technological
exchanges with foreign countries, expand export trade and promote social-
ist modernization. This work started first in Shenzhen.

This kind of SEZ takes into consideration the successes and common
practices of a number of export and processing zones around the world,
but also has uniquely Chinese characteristics. SEZs provide a special way
under socialism to encourage and utilize foreign investment and acceler-
ate economic development in specially designated areas. Guangdong and
Fujian are both adjacent to Hong Kong and Macao and to Taiwan, and are
the ancestral home of many of our compatriots in these regions as well as
for many overseas Chinese. This renders them especially attractive to for-
eign and overseas Chinese investment, which in turn gives the designated

"Explanation of the creation of special economic zones in Guangdong and Fujian provinces
and the Regulations on Special Economic Zones in Guangdong Province submitted at the Fifteenth
Meeting of the Standing Committee of the Fifth National People’s Congress. Comrade Jiang Zemin
gave this explanation when he was Vice Chairman and Secretary General of the State Administration
Commission on Import and Export Affairs and the State Administration Commission on Foreign
Investment.
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areas in these two provinces unique and advantageous conditions for the
establishment of SEZs.

SEZs shall adopt different systems of governance and implement
more open policies than other areas of the country, and shall make best use
of foreign capital and technology to develop industry, agriculture, animal
husbandry, aquaculture, tourism, housing, high-tech research and manufac-
turing, and other fields. Because they have a wider scope than most export
and processing zones and have comprehensive economies, we have called
them SEZs in order to differentiate them.

There are now more than 70 export and processing zones in the world,
most of which boast good economic benefits. The Shenzhen SEZ has pro-
gressed well since its inception, and its Shekou Industrial Zone has devel-
oped particularly fast and shows great prospects.

2.Basic principles for the organization and administration of SEZs

The administration of SEZs must uphold the sovereignty of the coun-
try. The land used for SEZs is owned by the People’s Republic of China,
and the activities of enterprises and individuals in SEZs must comply with
the nation’s laws, decrees and applicable regulations. Foreign investment in
SEZs must undergo Chinese government approval procedures and be sub-
ject to Chinese government administration.

These two provinces have established SEZ administrative committees
to exercise governmental power and conduct unified administration of the
SEZs directly under the leadership of their respective provincial people’s
governments. The SEZs have instituted a dual customs policy that is do-
mestically strict but more relaxed toward the outside world.

3.Policy of preferential treatment for enterprises in SEZs

The regulations on SEZs contain a number of preferential provisions.
These provisions permit the establishment of wholly overseas-funded
enterprises after they have duly undergone the stipulated approval proce-
dures, allow foreign banks and insurance companies to establish branch
offices, exempt imported and exported goods from customs duties and
impose tax rates lower than those for Chinese-foreign joint ventures oper-
ating elsewhere on the Chinese mainland, and slightly lower than in Hong
Kong and Macao. They also stipulate streamlined procedures for foreigners
entering and leaving the country, thus facilitating their entry and exit, and
appropriately easing controls over foreign exchange to allow the legitimate
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after-tax profits of foreign businesses and the income of their foreign-na-
tional employees to be remitted abroad from banks within the SEZs. Rules
governing fees for land-use rights and the time restrictions for enjoyment
thereof for enterprises in the SEZs as specified in the regulations are more
favorable than those for Chinese-foreign joint ventures in the interior.

These regulations take into consideration both China’s interests and
the interests of foreign investors, and compatriots from Hong Kong, Ma-
cao and Taiwan and overseas Chinese investing in SEZs. Their general
objective is to make SEZs more attractive to foreign investment, attract ad-
vanced technology and managerial expertise, and accelerate the four mod-
ernizations — modernization of agriculture, industry, national defense, and
science and technology.

4.Steps for creating SEZs

Creating SEZs involves a fierce economic and ideological struggle for
which we lack experience, and at the same time, our domestic financial and
material strength is currently limited. We therefore need to adopt an active
yet prudent policy. We will first concentrate on successfully establishing
the Shenzhen SEZ, then focus on the Zhuhai, Xiamen and Shantou SEZs.
The administrative area of Shenzhen (formerly Bao’an County) contains
a total area of 2,020 square kilometers, of which a narrow strip of land
from Dameisha and Xiaomeisha to Futian and Shekou, consisting of 327.5
square kilometers, has been designated as an SEZ (mountainous terrain
makes up 229.5 square kilometers of this area, providing an excellent natu-
ral barrier, and leaving 98 square kilometers of usable land). The adminis-
trative area of Zhuhai covers an arca of 654 square kilometers, of which
6.8 square kilometers have been designated as an SEZ.” Xiamen Island
contains 120 square kilometers, of which 2.5 square kilometers have been
provisionally designated as an SEZ.’ The process of planning and conduct-
ing feasibility studies for the Shantou SEZ is currently underway.

The creation of these four SEZs requires overall planning followed
by step-by-step implementation. The ground has to be leveled and water
pipelines, electricity lines, roads and communications infrastructure have
to be readied to create excellent conditions to attract foreign capital. We
need to demarcate the boundaries of the SEZs and install barriers around
the borders, and then strictly supervise the borders. We need to ensure
that investment projects accord with the requirements of the development
plan, make full use of the existing foundation and start with projects that
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require little capital, have rapid turnover and high returns, so that SEZs can
become productive while still developing.

Because we lack experience with SEZs, a set of comprehensive regula-
tions for them may not be generated all at once; therefore, the Regulations
on Special Economic Zones in Guangdong Province, passed at the Fifth
Guangdong Provincial People’s Congress, are just the first step. The State
Administration Commission on Import and Export Affairs invited com-
rades from relevant departments and Guangdong Province to participate in
a number of research sessions to discuss these regulations and made neces-
sary revisions before the State Council deliberated and passed them. You
are now asked to examine and approve them.

' The Central Committee of the Communist Party of China (CPC) and the State Council endorsed
and released the Two Reports by the Guangdong and Fujian Provincial Committees of the CPC on
Adopting Special Policies and Flexible Measures for Forcign Economic Activities in July 1979 and
agreed to the creation of special export zones in Shenzhen, Zhuhai and Shantou in Guangdong and
Xiamen in Fujian on a trial basis. The Central Committee and the State Council changed the term “spe-
cial export zones” to “special economic zones” in the Official Comments on the Summarized Minutes
of the Mectings of the Guangdong and Fujian Provincial Committees of the CPC in May 1980. In
August of the same year, the Regulations on Special Economic Zones in Guangdong Province were
approved at the Fifteenth Meeting of the Standing Committee of the Fifth NPC. Following this, these
four SEZs were developed. A resolution was passed at the First Session of the Seventh NPC in April
1988 approving the designation of Hainan Island as the Hainan SEZ and allowing it to institute more
flexible and open economic policies. China now has five SEZs.

* The State Council approved expansion of the arca of the Zhuhai SEZ to 15.16 squarc kilome-
ters on June 29, 1983, and approved further expansion to 121 square kilometers on April 5, 1988.

* The State Council approved redrawing of the boundaries of the Xiamen SEZ to include all
of Xiamen and Gulangyu islands on June 29, 1985, bringing the total arca of the SEZ to 131 square
kilometers.



REVITALIZE THE ELECTRONICS INDUSTRY
AND PROMOTE THE FOUR MODERNIZATIONS'

September 16, 1984

Faced with the challenges posed by the new technological revolution,
people are paying great attention to the development of China’s electron-
ics industry. Most comrades advocate stressing the development and ap-
plication of new technology in China, giving the electronics industry a
leading position in modernization and adopting effective measures to ac-
celerate its development. They believe that only in this way can we create
and develop high-tech industries, apply advanced electronics technology
to upgrade conventional industries, establish a material and technological
foundation for our country’s modernization, catch up with the scientific
and technological level of advanced industrial countries, and create the
conditions requisite for revitalizing the economy. Others, however, think
that China’s top priority should be to focus initially on developing tradi-
tional industries and waiting until they are functioning well to provide a
foundation before we develop the electronics industry. Still others think
that given our country’s large population, pursuing automation will create
employment problems, and so on. We believe that in these new circum-
stances in which the new technological revolution is taking off through-
out the world, we need to deeply understand a statement made by the
State Council in the Sixth Five-Year Plan [1980-85], “The electronics
industry performs a vital function in modernization, and we should place
great emphasis on its development and progressively apply electronics to
every sector of the economy.” In line with this spirit, we must also em-
phasize the development of the electronics industry.

Admittedly, our country’s traditional industries are certainly not fully
developed; their technological level is not very high, and energy and trans-
portation are the weakest links in the four modernizations, so we should
focus on these and accelerate their development. However, how can we
improve traditional industries to strengthen the weak links? The key lies in
relying on technological progress and placing traditional industries on an

" Excerpt from an article published in the journal Red Flag, No. 18, 1984, when Comrade Jiang
Zemin was Minister of Electronics Industry.
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advanced material and technological base. In some sense, the core of such
a base is modern electronic science and technology. Energetically develop-
ing and applying electronic science and technology can provide advanced
technical equipment for the development and technological upgrading of
traditional industries and inject them with new production capacity, while at
the same time enabling more efficient use of energy resources and reduc-
ing the pressure economic development puts on them. This is one effective
way of overcoming shortages of energy and transportation. According to
forecasts, the use of computers for automated monitoring and control in
the electric power industry can reduce losses caused by power outages alone
by more than two billion yuan annually. In 1980, China’s thermal electricity
generation was over 240 billion kilowatt-hours. If we had used advanced
technology such as electronic controls to reach the advanced level achieved
in foreign countries, this could have reduced coal consumption by 23 mil-
lion tons. If electronic technology were used for automated control and
economic management in production in the coal, petroleum and chemical
industries, their productivity would be greatly increased. The experience of
foreign countries suggests that if railroads universally adopted this technol-
ogy to manage transport, shipping efficiency could be raised by 25-30%.
Even if we are overestimating by 10%, we could still save a large number
of freight cars, and we could ship an additional 200 million tons of goods
and materials a year, bringing in more than one billion yuan in additional
revenue for the railroads, with considerable additional social and economic
benefits accruing from a more rapid turnover of goods and materials. If the
machinery, light and textile industries used electronic technology, they could
upgrade products and introduce new models more quickly, raise the techno-
logical level of production and effect major industrial restructuring. There-
fore, in the process of modernization, the electronics industry requires
traditional industries as a base, and the development and upgrading of tradi-
tional industries cannot dispense with the support of electronic technology.
Accelerating the development of the electronics industry and rendering it
suitably future-oriented accords with the law of economic development.
China is a country with a large population and vast labor resources;
this provides good conditions for developing labor-intensive industries.
However, we cannot ignore the necessity of automation just because of
this. In China, the primary purpose of automation is not to replace hu-
man workers, but to raise product quality, productivity and increase eco-
nomic benefits, and to expend the same amount of labor to create more
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material wealth in order to satisfy the people’s ever-increasing material and
cultural needs. In addition, in our scientific experimentation and social
production, there are many projects and tasks that people cannot do with
their bare hands and can only be done with the help of modern electronic
equipment. For example, the processing of vast quantities of data, the
observation of micro-scale and cosmic-scale structures, control of pro-
duction and monitoring of high-precision products, the guidance of stra-
tegic weapons, and the transmission and processing of large quantities of
rapidly changing social data all depend on electronic equipment to meet
the requirements of speed, precision and accuracy. Automation will re-
duce the workforce required for some production processes or positions,
but displaced workers can be transferred to new jobs in new fields. After
achieving a high level of automation, large numbers of workers may well
be needed to monitor technical equipment; write programs; and provide
maintenance, repair and support services. Automation can stimulate the
transformation of the workforce from a reliance on physical to mental la-
bor. The development of a number of new professions in the electronics
field will provide new employment opportunities for even more people.
For example, the rapid development of new professions like software
engineering and information processing will require a large increase in
the number of workers in the fields of software engineering, information
processing and technical services.

Rigorously developing and extending the application of electronic tech-
nology will effectively promote development of socialist culture and ethics,
and more quickly raise the scientific and cultural level of the whole country.
The electronics industry can provide a great variety of advanced experimen-
tal scientific methods, educational facilities and publicity tools for scientific
research, cultural education, and broadcasting and publicity work, and thus
promote the spread of science, technology and culture, expand the scope
of education and raise its quality. The electronics industry also supplies an
ever-increasing array of household electronics to society, thereby gradually
improving people’s material and cultural standard of living.

At present, the prominent problems that China’s electronics industry fac-
es in its development are having a weak foundation and backward technology
and lagging far behind the world-class level, all of which make it difficult for
it to fulfill its heavy responsibilities in the four modernizations. Faced with
the challenges of the new technological revolution and the urgent need for
electronic technology in modernization, the electronics industry is in a key
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period during which it needs to concentrate on accelerating development.
However, the state’s financial capabilities are currently limited, and the finan-
cial and material resources that can be devoted to developing the industry are
few and scattered. The inspiration and stimulus that the new technological
revolution provides have given localities and departments an unprecedented
and valuable enthusiasm for the electronics industry, but without strong lead-
ership, the problem of rushing headlong into indiscriminate development
might arise. Further implementation of the opening up policy has given us
more opportunities to import and use world-class technology and accelerate
technological progress, but at the same time it subjects Chinese electronic
products to intensified competition by products made abroad. At present,
China’s economic management system is beset by the problems of lack of
separation between government administration and enterprise management,
and disconnection between higher and lower levels, and between different
departments or regions; these are detrimental to the overall planning and bal-
anced development of the country’s electronics industry and make it difficult
for enterprises to take initiative. In light of these factors, if we wish to ac-
celerate the development of our electronics industry, we must proceed from
our country’s actual conditions, draw on beneficial experience from abroad,
adhere to reform, innovate boldly, and conscientiously solve the following
several problems.

1. We need to effectively solve the problem of placing the electron-
ics industry on a strategic footing and formulate corresponding policies
and measures. The four modernizations assign the industry the important
tasks of providing the army with modern electronic military equipment,
providing all sectors of the economy with modern electronic equipment,
and supplying the people with consumer electronics. As the new tech-
nological revolution progresses, the electronics industry will take on a
greater role in developing the economy and promoting social progress.
Therefore, I believe that, when considering economic development, we
should accord the same importance to the electronics industry as we do
to energy and transportation, give priority to fostering it, and accelerate
its development. At the same time, we need to study the industry’s devel-
opment strategy and formulate corresponding policies and measures con-
cerning such issues as investment; new technology and products R&D;
importing technology; importing and exporting electronic products;
the geographic distribution of production, electronics applications and
equipment; and knowledge development. We need to put these specific
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policies and measures into practice in our actual work.

2. We need to look at the country as a whole, draw up a comprehensive
plan and strengthen management in the industry. The electronics industry
is a high-tech, multifaceted industry, requiring the combined development
of basic industries and products and whole systems, hardware and soft-
ware, stand-alone equipment and engineering systems, and production and
technical services. It also requires close interaction between scientific re-
search and production, as well as coordination of production with market
demand. China’s electronics industry is in its nascent phase; all regions and
departments are actively developing it, and the situation is very positive.
It is worth noting, however, that everyone is scrambling to manufacture
products such as color TV sets, radio/tape recorders and microcomputers
that require little capital, generate quick returns and find a ready market,
but there is a lack of enthusiasm for basic products and important projects
that require large investment, are difficult to complete and have a limited
range of applications. This may lead to imbalance within the industry. To
guide the enthusiasm of all sides to achieve planned, proportional and
sound development of the electronics industry, it is necessary to look at the
country as a whole; draw up good plans for the industry, break through de-
partmental and regional barriers in the context of an overall plan; organize
electronics research, production, education and use nationwide, and divide
the work rationally so that all sides have their own emphasis and everyone
works in concert. On the basis of the guiding principles of emancipating
our minds, seeking truth from facts, grounding ourselves in practice, and
making steady progress, we need to carry out a systematic and thorough
reform of the leadership and management system of the electronics indus-
try, simplify administration and delegate power with the goal of separating
government administration from enterprise management, take economic
measures, and promote the reorganization and association of enterprises
and economic and technological restructuring.

3. We need to implement the principle of pursuing limited objectives
and focusing on key areas. There are numerous areas of electronic science
and technology and branches of the electronics industry and the tasks of
research, trial production and full production are onerous, but the coun-
try’s financial and material resources are too limited for the many demands
placed thereon. This circumstance requires us to stay grounded in reality,
act within our capabilities and focus on key areas. This means we need to
determine limited objectives for each stage of development, concentrate on
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the most important products and the most crucial technologies, promote
the overall situation with breakthroughs in key areas, and obtain the best
possible benefits from limited investment. In our strategic arrangements
for developing the electronics industry, in the short and medium term, we
should concentrate on developing microelectronics and microcomputers to
establish a microelectronics foundation during the Seventh Five-Year Plan
period [1986-90], in order to accelerate the development of electronic mili-
tary equipment, computers, communications equipment and other impor-
tant capital goods; accelerate the shift to a foundation of microelectronics
in these goods; and coordinate the comprehensive development of the
electronics industry on a new technological foundation.

To focus our energy on ensuring that the most important tasks get
done, it is necessary to correctly balance centralization and decentraliza-
tion. Research and production of products such as large-scale integrated
circuits and computers, which are highly technology- and capital-intensive,
need to be concentrated in areas that have abundant research, education
and production capabilities, as well as superior resources and natural
environments. We need to establish major centers and implement inten-
sive production there, and we should develop extensive applications for
these products. Production facilities for other electronic products whose
technology is easy to master and that have wide application, such as con-
sumer electronics, can be relatively dispersed, but the industries require
overall planning and the work needs to be distributed reasonably on the
basis of consumer demand and the quality of the enterprises, with the
focus on helping enterprises with outstanding name-brand products to
expand production. In this area, planning and guidance need to be com-
bined with competition.

4. We need to further implement the opening up policy and actively im-
port and exploit the fruits of the world’s advanced science and technology.
Modern electronic science and technology are undergoing great changes
and progressing rapidly. To reduce the gap between where we are and the
world-class level, we need to boldly scale the heights of science and tech-
nology and adopt a step-by-step development strategy to achieve different
development objectives at various stages within a specified time period in
order to maintain relatively stable development. In these new circumstances
in which the state is further implementing the opening up policy, we need
to further expand economic and technological exchanges with foreign part-
ners and adopt a variety of measures and approaches, such as linking trade
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with both technology and industry, import and adopt world-class technol-
ogy and modern management methods, strive to leapfrog some traditional
development stages of electronic technology and accelerate technological
progress. In some arcas and for some projects, we can adopt a reverse de-
velopment model, in which we first import whole equipment or compo-
nents and assemble these into products which we badly need but currently
cannot produce on our own, and begin by developing applications and pro-
viding technical services, then digest and absorb the technology and make
improvements and innovations, and finally gradually become able to pro-
duce the products on our own and thus raise our level of self-reliance. We
need to let open coastal cities and SEZs fully serve as conduits for foreign
economic and technological exchanges, and at the same time give a num-
ber of well-chosen key enterprises more decision-making power in their
foreign business activities in order to carry out foreign economic and
technological exchanges and cooperation more effectively. Because fur-
ther opening to the outside world will intensify competition from foreign
electronic products, we should formulate interim policies for electronic
technology and equipment for each stage and appropriately protection-
ist policies for domestically produced electronic products to facilitate the
sound development of our national electronics industry.

In addition, we need to devote attention to developing intellectual re-
sources and training personnel effectively. We need to strengthen and im-
prove management of the scientific and technological workforce, continue to
implement our policy on intellectuals well, make good use of skilled talent,
and get the scientists and engineers we already have to fully play their role.

We also need to focus on developing new materials to provide a mate-
rial basis for expanding the electronics industry. From now on, we should
emphasize development of single crystal silicon wafers with a large diame-
ter, high purity, and high integrity together with other supplementary mate-
rials; promote the industrialized production of gallium arsenide and other
semiconductor compounds; and accelerate R&D on information recording
materials, specialized production of sensitive materials, and development
of fiber optics and fiber optic components and products.

We believe that with the attention and concern of the Party and the
state, the full cooperation of all regions and departments, and the imple-
mentation of correct development strategies and policies, our country’s
electronics industry can surely be invigorated, develop and make its proper
contribution to the four modernizations.



THE PEOPLE’S GOVERNMENT MUST
ACHIEVE PRACTICAL RESULTS FOR
THE PEOPLE’

January 12, 1987

Shanghai is one of China’s most important industrial centers and its
largest international port city and economic center. Since liberation, Shang-
hai has made a tremendous contribution to socialist construction through-
out the country. It generated 10% of the country’s gross industrial output
value and one seventh of the country’s revenues in 1985. Its overall labor
productivity, per capita taxes and profits paid to the government, per capita
net industrial output value, earnings and taxes per unit of capital, and
other important economic indicators all rank first in the country. All these
achievements have been made under the leadership of the Central Com-
mittee and the State Council, with the vigorous support of sister provinces,
autonomous regions and municipalities directly under the central govern-
ment throughout the country, and through the united efforts of all the
people of Shanghai.

However, Shanghai still has many worrisome problems. For various
reasons, it has long overemphasized its role as an industrial center and
overlooked promoting municipal development, improving the living envi-
ronment of its people and elevating their standard of living, thus leaving
the city with a very weak infrastructure and with many improvements long
overdue. For example, housing conditions for Shanghai’s workers are very
poor, and there are 469,000 families with housing difficulties (and approxi-
mately 80,000 with severe difficulties) such as less than three square meters
of living space per person, three generations living together or two couples
sharing one room. Families in these circumstances comprise 23.8% of the
city’s 1.97 million households, and there are approximately another 50,000
families residing in temporary housing until proper housing arrangements
can be made. In addition, traffic congestion is bad: vehicles can only drive

‘Article published under the title “The People’s Government Needs to Work Effectively and
Achieve Practical Results for the People™ in Administration and Human Resources, No. 1, 1987, when
Comrade Jiang Zemin was Deputy Secretary of the CPC Shanghai Municipal Committee and Mayor

of Shanghai.
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15 kilometers per hour on average in the city center, and traffic frequently
comes to a standstill. Furthermore, environmental pollution is severe: the
period when the Huangpu and Suzhou rivers are black and foul-smelling
grows longer year by year; industries are poorly distributed, with factory
buildings and residential compounds mingled; noise and exhaust fumes
impact people’s leisure and their physical and mental health; and the list
goes on. The fact that these problems exist and are becoming worse day by
day creates a series of difficulties and obstacles to improving the people’s
living environment and developing the city’s economy. Shanghai is a world-
famous city, and the Central Committee wants to make it the largest eco-
nomic and trade center on the western Pacific Rim. The present state of
affairs is entirely unsuitable for achieving this goal.

Accelerating municipal infrastructure development, changing the face of
Shanghai and improving its residents’ living environment as soon as possible,
and turning this serious situation around quickly are enormous, pressing and
difficult tasks that the city’s residents ardently hope are accomplished. The
people’s government should take completing these tasks as its sacred mis-
sion. As Mayor of Shanghai, I regard them as my bounden duty.

Municipal development is a very complex systems engineering project.
The development of the city’s economy, science, education, culture, and
health as well as all kinds of social services facilities all need to be carried
out in an orderly and planned fashion. Ensuring that all these needs are
met and that their progress is coordinated requires scientific planning. Un-
der the guidance of the Municipal Party Committee, we have reviewed the
lessons from past experience; acted in accordance with the general prin-
ciple for construction and development in Shanghai which requires the city
become an open, multipurpose, comprehensive base; and finally formu-
lated the Shanghai Municipal Master Plan on the basis of repeated debates
and revisions.' With the concern of the leaders of the Central Committee
and the State Council, and after a discussion of this issue by the Secretariat
of the Central Committee, the State Council formally approved this plan
in October 1986. The plan sets forth its guiding principles and primary
content and emphasizes that its focus is on strengthening municipal in-
frastructure. This is because municipal infrastructure forms the basis and
prerequisite for transforming and reinvigorating Shanghai. Without solving
this problem, it would be impossible to attract foreign investment and im-
prove the quality of people’s lives. Accordingly, the municipal government
decided to make reinforcing the city’s infrastructure and improving the in-
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vestment and residents’ living environments one of the three main tasks of
the Seventh Five-Year Plan period.’

However, because Shanghai’s infrastructure is very weak at present with
many improvements long overdue and our country’s financial and material
resources are deficient, it would be impossible to clear up the backlog of
infrastructure work and completely renovate the city in a short period of
time. According to calculations by relevant departments, it would take the
huge sum of tens of billions of yuan to lift infrastructure up to minimum
standards. On the basis of Shanghai’s present financial strength, it would
take several decades to solve this problem. In order to solve the problem
of insufficient funds for municipal development, the Municipal Party Com-
mittee and the municipal government have conducted a number of studies
and proposed accelerating Shanghai’s infrastructure development by at-
tracting foreign capital to compensate for the shortage of domestic funds.
The Central Committee and State Council have endorsed and supported
this proposal and also given Shanghai special policy consideration to enable
its municipal development to move forward. Presently, we are preparing to
allocate foreign investment to initiate five large projects: construction of
the Huangpu River Bridge and the No. 1 Subway Line, expansion of the
terminal at Hongqiao Airport, and the city’s communications facilities, and
the combined sewage control project.

Implementation of the Shanghai Municipal Master Plan requires not
only money but also time, but the practical difficulties constantly encoun-
tered by the people urgently need to be resolved. Our hearts are deeply
disturbed when we see how intolerably crowded buses and bus stops
are, when we see the anguish on the faces of young parents over the di-
lapidated and even downright dangerous classrooms in their children’s
schools and the difficulty tens of thousands of them have finding daycare
for their children, when we realize that some pregnant women have mis-
carriages because they have to commute to work on jam-packed buses,
and that 20,000 people have daily commutes longer than four hours, and
when we see 110,000 homes flooded by a single heavy rain. The people
are masters of our country, and we are their public servants and have the
responsibility to relieve them of their concerns. Therefore, before the
plan was approved, we decided that, given the country’s limited financial
strength, we needed to adopt a realistic attitude and find ways every year
to effectively obtain visible, tangible solutions to problems of immedi-
ate concern to the people. The municipal government’s Research Office,
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after conducting investigations and studies and widely soliciting opinions,
formulated a tentative plan for the government to achieve practical re-
sults for the people in 1986. This plan laid the foundation for determin-
ing the scope and content of what was to be done. When the municipal
government made its final decision on the plan, it emphasized the need
to correctly manage the following relationships.

First, the relationship between treating the symptoms and treating the
causes. We need to resolve immediate difficulties, look at long-term ben-
efits, keep an eye to the future while acting in the present, and choose ap-
propriate short-term goals with a strategic view.

Second, the relationship between the interests of the part and those of
the whole. To handle matters well, we need to give the green light to and pri-
oritize the use of needed human, material and financial resources and organi-
cally integrate all our projects in order to achieve balanced development.

Third, the relationship between quantity and quality. In achieving prac-
tical results for the people, we need to focus on key areas. We need to both
do everything we can and be careful we do not stretch ourselves too thin,
given our limited financial and material resources, in order to ensure con-
struction and project quality. We need to maintain high standards and strict
requirements so that achieving our objectives requires strenuous effort,
yet also stay grounded in reality, allow ourselves leeway, and measure our
strength before we act.

Fourth, the relationship between acting on principle and being flex-
ible. We need to adjust the scale of our activities to the constraints of the
municipal plan, and we may not arbitrarily exceed the scale of investment
fixed by the state. We also need to be realistic and allow for some adjust-
ments to be made to the details and the scheduling.

After conscientious study at mayoral working conferences and by the
Standing Committee of the CPC Municipal Committee, it was formally de-
cided that the municipal government would undertake 15 projects for the
people’s benefit in 1986, whose main work involved improving city traffic,
increasing the housing supply, improving water drainage and flood preven-
tion infrastructure, comprehensively bettering the environment, expanding
cultural and health facilities, providing more non-staple foods, implement-
ing the two changes for employees,’ providing more coal gas and coal
products to city residents, and improving drinking-water quality in villages.

The municipal government focused on four aspects of these projects
in the process of their implementation.
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1. We clarified the responsibility system. The 15 projects involved a
great deal of work spread out over a wide area with the direct participa-
tion of 35 departments. We required all relevant departments to establish
a clear responsibility system and to place one person in charge of each
project. When a project involved several departments, they needed to take
the initiative to coordinate their work, and wrangling, foot-dragging or irre-
sponsibility were not permitted to occur in order to ensure that the project
was completed on time and met qualitative and quantitative specifications.
In addition, we submitted the plan for the 15 projects to the Fifth Session
of the Eighth Municipal People’s Congress for the deputies to deliberate
and approve to facilitate the people’s oversight of the work. We did this in
order to help leading cadres at all levels gain a clear understanding of their
responsibilities and take the initiative to accomplish practical results on
behalf of the people, create a culture from top to bottom oriented toward
accomplishing something for the people, and stimulate the enthusiasm of
cadres and the masses for achieving practical results.

1. We emphasized quality and staying on schedule. All the 15 projects
directly affected the vital interests of the more than 12 million city resi-
dents, and thus needed to be done conscientiously and rapidly. The Gen-
eral Office of the municipal government posted a monthly schedule for
these projects in its office to give us an up-to-date understanding of the
overall state of progress. We required leading cadres to set a personal ex-
ample by going to worksites to carry out investigations and studies, under-
stand the situation and solve problems, and at the same time to convey the
Party and government’s solicitude to the workers and cadres working on
the frontline. This is part and parcel of a work style of being grounded in
reality and maintaining close ties with the masses, which we have constantly
encouraged cadres to cultivate. In the course of completing these projects,
many cadres visited worksites, solved problems, improved efficiency and
accelerated the pace of the overall projects.

1. We did organization and coordination work promptly. The 15 proj-
ects all had an impact on the overall situation, and a number of specific
problems inevitably arose in the implementation process, and if matters
were not promptly organized and coordinated, the completion of the
projects would have been delayed. In addition to holding mayoral working
conferences and a number of other meetings to resolve specific issues, the
municipal government held meetings for leaders of bodies responsible for
or involved in the various projects to delve into each project by turn, and
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when problems or difficulties were identified, they were solved at these
meetings whenever possible. When problems were not susceptible to reso-
lution at such meetings, time limits were set for coordinating their solu-
tions. For example, in the project to widen the Dongchang Road-Dongmen
Road Ferry Line into a two-way navigable channel, the work on the water
channels along both shores and the approaches to the piers had all been
completed, but the problem of locating a lot of over 100 square meters to
build a warehouse remained unresolved, delaying completion of the entire
project. At a municipal government meeting to coordinate the 15 projects,
the actions of the few bodies that ignored overall interests were severely
criticized, with the result that a problem that had gone unresolved for more
than four months was quickly cleared up within three days. Another case
in point: the delay in installing electric power lines caused by the incorrect
placement of the water main along Dongtang Road was settled in a similar
fashion. There were a number of problems arising from objective circum-
stances that could not be solved solely through our own efforts, and realis-
tic adjustments were accordingly made to deal with them. For example, the
Municipal Telephone Bureau imported a 32,000-phone program-controlled
system from the Bell Telephone Company of Belgium, but the equipment
arrived late and was of poor quality, making it impossible to complete the
project on time. In general, timely coordination work ensured that the work
on the 15 projects was done well step by step according to plan.

4. We held competitions in meritorious contributions to key projects.
Many of the 15 projects were pivotal ones, such as rebuilding Honggqiao
Road, completing the public facilities in 16 neighborhoods, and building
the country’s largest coal gas plant in Pudong. These projects are very im-
portant and have a direct bearing on the national economy and the people’s
lives and on achieving the four modernizations. Throughout the course of
the projects, we informed the masses about their significance; and we pub-
licized the heroic achievements of the construction workers laboring on
the projects; the difficulty and progress of the projects; and the support of
sister provinces, autonomous regions and municipalities directly under the
central government, agencies of the central leadership in Shanghai, and all
the country’s people, in order to arouse the enthusiasm of the entire soci-
ety. At the same time, we held many competitions in meritorious contribu-
tions to key projects to get cadres and construction workers working on the
15 projects to feel proud of themselves. Statistics reveal that approximately
140,000 workers from 300 bodies participated in more than 150 separate
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competitions. These merit competitions took various forms based on di-
verse goals, and they succeeded in genuinely putting the goals and measures
into practice. In these competitions, many advanced individuals and deeds
came to the fore: some people worked nonstop for several days and nights;
some worked in heavy rain with floodwaters up to their knees; some con-
tinued working while they were sick; and others even sacrificed their lives.
Not only were the competitions lively and varied in form, but more impor-
tant, they were effective in spurring progress on all the projects.

Through the combined efforts of all the city’s people, the 15 proj-
ects proceeded smoothly. The pumping stations and main pipes of the
Tianlin, Yichuan, Kongjiang and Hongzhen water drainage systems were
substantially completed before the flood season, and were put to good use
during this summer’s rainy season to the satisfaction of city residents. The
Shangchuan Road-Dinghai Bridge, Zhoujiadu Road-Nanjiang Road and
Dongchang Road-Dongmen Road ferry lines have already been put into
operation, partially relieving the difficulty of crossing the river. The plan
for connecting more homes to municipal coal gas mains and liquefied gas
lines has been exceeded, and there is a regular supply of coal products.
Daycare and preschool enrollment of children already exceeds the target
goals. The project to renovate dangerous classrooms and other structures
in primary schools has been completed. The number of people benefiting
from the two changes for employees has exceeded the target. Work was
completed early on women-and-children-only rush-hour bus lines; urban
tree planting; Yichuan, Forest and Songhe parks; and the Hubei Movie
Theater. The project of widening some roads and building new ones has
already been completed.

What is the Shanghai people’s judgment of the 15 projects under-
taken by the municipal government in 19867 What specific demands do
they have for 19877 Not long ago, the municipal government conducted a
sample survey of 10,000 households and a questionnaire survey of 2,000
households. These surveys reveal that the people want the government to
do more for them and do it better. On the questionnaires, a respondent
wrote, “The people need the government to keep their interests at heart
and achieve practical results; this is the people’s most pressing demand.”
Another wrote, “We hope the government keeps working like this for
many years to come.” We think that a people’s government should do good
work like this for the people. The municipal government will continue to
work hard for all the people of the city in 1987, focusing on building new
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housing, improving traffic, connecting more homes to coal gas mains, car-
rying out comprehensive environmental improvements and organizing
the supply of non-staple foods. In 1987 the people of Shanghai will see a
number of large municipal projects that have been under construction for
several years finally completed and put into operation. These include a new
train station, the long-distance telephone project in the telecommunications
building, the first phase of the Huangpu River Upper Reaches Diversion
Project, and the first phase of the Pudong Coal Gas Plant. We will also
break ground and start work on a number of other major projects.

We believe that if all the city’s people work together unflaggingly on
one project after another over the years, the face of Shanghai and the
people’s living environment and quality of life will progressively improve
and the blueprint for development that the Central Committee and State
Council have drawn up for us will surely become a reality.

' The Shanghai Municipal People’s Government submitted the Shanghai Municipal Master Plan to
the State Council on February 9, 1984. Afterwards, the CPC Shanghai Municipal Committee and the
Shanghai Municipal People’s Government made a number of revisions and supplementary explanations
concerning the guiding principles for drawing up the master plan; the city’s nature, scale and develop-
ment orientation; and the layout of the plan on the basis of the Summary Report on Shanghai’s Eco-
nomic Development Strategy, approved by the State Council on February 8, 1985, and the Proposal for
Formulating the Seventh Five-Year Plan for Shanghai Municipal Economic and Social Development
[1986-90], passed at the Fifth CPC Shanghai Municipal Congress on March 6, 1986. The city submit-
ted the Summary Report on the Shanghai Municipal Master Plan to the Central Committee and State
Council on April 2, 1986. The State Council formally approved the master plan on October 13, 1986,

> In March 1986, the Fifth CPC Shanghai Municipal Congress set forth three major tasks that
must be accomplished to make Shanghai an open, multipurpose, highly civilized, modern socialist city:
strengthen the city’s infrastructure, actively use foreign capital and generate more foreign exchange
through exports, and accelerate scientific and technological progress and personnel training.

* These two changes are to help employees change jobs or change housing to reduce the distance
they have to commute to work. On August 20, 1985 the Shanghai Municipal People’s Government en-
dorsed and transmitted the Request for Instructions Concerning Initiating the Two Changes to Resolve
the Difficulties Employees Have in Commuting to Work that had been submitted to it by the Municipal
Federation of Trade Unions, the Municipal Economic Commission, the Municipal Labor Bureau, the
Municipal Personnel Bureau and the Municipal Public Utilities Bureau. It held a meeting for adminis-
trative heads and trade union leaders of all the city’s districts, counties and bureaus on September 18 to
make arrangements. In 1986, the Shanghai Municipal People’s Government placed the two changes on
the list of 15 projects for improving people’s lives. This work had a positive effect on ameliorating traf-
fic congestion in the city and making people’s work and lives more convenient.



THEORETICAL WORK NEEDS
TO BE ORIENTED TOWARD REALITY"

March 10, 1988

Today we are holding a forum on Shanghai’s theoretical work. This is
another important conference following the forum on literary and artis-
tic creation in Shanghai. This forum is a practical response to the Central
Committee’s call to give the Party’s theoretical development an important
place on the agendas of our Municipal Party Committee and Party commit-
tees at other levels. The purpose of this conference is to further emanci-
pate our minds, stimulate the initiative and creativity of comrades engaged
in theoretical work, use our heads, inspire explorations, and make full use
of Shanghai’s theoreticians in all fields to promote revitalization of the city.

There are three issues I wish to discuss today.

I. Reform, Opening Up and

Modernization Require Theoretical Guidance

The breadth and depth of the changes to society brought about by
reform of the socialist system are nothing short of revolutionary. Our
experience has already confirmed that when we put reform at the center
of all our undertakings, then in the sphere of economic activities, micro-
flexibility and macro-control stimulate each other, the pace and benefits of
growth become integrated, and stability and development stimulate each
other. Reform and development can never do without theoretical guidance
because theory and practice are intimately bound up together: theory de-
rives from practice and is a crystallization of and guide to it.

Our Party understands the importance of theoretical work and values it
highly. A review of the Party’s positive and negative experiences in leading
China’s revolution and construction leads to the conclusion that whenever
our minds were relatively emancipated and we made important theoretical
breakthroughs, our cause was full of vitality and we marched from victory

’ Excerpt from the speech “Further Emancipate Our Minds, Face Facts and Create a New Situa-
tion in Shanghai’s Theoretical Work™ Comrade Jiang Zemin gave at a forum on Shanghai’s theoretical
work when he was a member of the Political Burcau of the Central Committee and Secretary of the
CPC Shanghai Municipal Committee.
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to victory. Conversely, whenever our ideological line was incorrect and we
made major theoretical mistakes, our cause suffered setbacks.

The political report of the Thirteenth National Party Congress notes
that Marxism has been integrated with our country’s practice for more
than 60 years. During this time there were two historic leaps. The first took
place during the new-democratic revolution. The second took place after
the Third Plenary Session of the Eleventh Central Committee. Comrade
Deng Xiaoping first proclaimed the fundamental slogan, “Emancipate the
mind, use our heads, seek truth from facts, and unite as one in looking to
the future”' based on a review of both the positive and negative experi-
ences gleaned in the more than 30 years since the founding of the People’s
Republic, and a study of international experience and the world situation
as a whole. Thereafter, our Party launched a nationwide debate on whether
practice should be the sole criterion for testing truth; broke the spiritual
shackles of the “two whatevers,”” giving a new freedom of thought to all
Party members and the Chinese people; and found within practice a means
of building socialism with Chinese characteristics, thus ushering in a new
period of socialist construction. Theoreticians in Shanghai, like their col-
leagues throughout the country, made their contribution to the second leap
in the integration of Marxism with Chinese practice. Their most significant
contributions have assumed the following four forms. First, they carried
out thoroughgoing theoretical reform and promoted rectification of the
Party’s guiding ideology and practical work. Second, they innovatively broke
new theoretical ground, which has enabled reform and opening up to con-
stantly make substantive progress. Third, they contributed to research into
strategies and policies for promoting material, cultural and ethical progress.
Fourth, they made groundbreaking contributions to basic theory and the
development of various fields of study.

The important ways in which theoretical work has contributed to re-
form and opening up, as described above, make it abundantly clear that
Shanghai’s theoreticians — including people engaged in research, teaching
and publicity — are a strong, vigorous and militant group, and one that is
trustworthy and loyal to the Party’s cause. Furthermore, Shanghai’s theo-
reticians span the whole range of disciplines, have broad knowledge, are
quick-witted, and have good relations with the city’s Party and govern-
ment leaders. This provides a sound foundation for collaboration among
theoreticians and leaders. Of course, theoreticians should clearly recognize
their own shortcomings, the most important of which is that theory does
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not sufficiently play its role as a guide to practice and usually lags behind
it. In short, to further improve Shanghai’s theoretical work, our theoretical
departments and our Party and government leaders at all levels need to fur-
ther emancipate their minds, persevere in administering affairs on the basis
of objective laws, respect theory and theoreticians, and genuinely put our
leadership work on a scientific foundation.

I1. The Serious Challenges
Currently Confronting Theoretical Work

At a working conference of the Central Committee on the eve of
the Third Plenary Session of the Eleventh Central Committee, Comrade
Deng pointed out, “In order to look forward, we must study the new
situation and tackle the new problems in good time; otherwise there can
be no smooth progress. In many fields, new situations and problems de-
mand attention.”

What are the serious challenges currently confronting theoretical work?
I believe that as we implement the Party’s basic line of “one central task,
two basic points” during the primary stage of socialism, there are two main
issues confronting Shanghai.

The first issue is that of deepening and improving the theory of the
primary stage of socialism. At present, this is our most important theo-
retical task.

The most important theoretical contribution of the Thirteenth Con-
gress was the explication of the theory of the primary stage of socialism.
This theory is an important and basic component of the general theory
of building socialism with Chinese characteristics. It derives from the re-
establishment of the ideological line of emancipating our minds and seek-
ing truth from facts at the Third Plenary Session of the Eleventh Central
Committee, investigation of national conditions and the quest for a Chi-
nese path to modernization, restoration of order from chaos, a review of
the lessons of history, and the comprehensive reform and the search for
the most fundamental theoretical underpinnings. The people’s ready ac-
ceptance of the theory of the primary stage of socialism demonstrates its
vitality, but definitely does not mean that research on this issue has been
completed. Even though this theory has been propounded, our knowledge
of China’s actual circumstances in the primary stage of socialism, the vari-
ous kinds of conflicts that occur in this stage and the laws governing their



ORIENT THEORY TOWARD REALITY 23

evolution, and specific laws regulating the various aspects of moderniza-
tion is presently insufficient and superficial. This state of affairs requires
us to stick closely to experiences arising in the course of modernization,
reform and opening up and developments in the new technological revolu-
tion; analyze new situations; study new conflicts; and carry out long-term,
untiring, high-quality, in-depth research. In this area, we need to eliminate
taboos and work more boldly. We need to undertake groundbreaking re-
search and shift from consciously or unconsciously grounding our theory
in models drawn from books or foreign sources to basing our research on
conditions in China and Shanghai. We need to shift our focus from de-
scribing reality to solving real problems. We also need to ground our work
in the reality of reform and opening up, exhaustively exploit resources,
unleash the dynamism and effectiveness of the social sciences, and provide
future-oriented guidance for the practice of reform.

To assist you in this research, I note here a number of practical prob-
lems I have encountered in my work, both for your reference and to solicit
your advice.

I would like to discuss and explore with you the following problems
concerning economic development in the primary stage of socialism.

Number one, in developing a socialist commodity economy, how can
we combine adhering to the Party’s fine traditions with managing affairs
in accordance with economic law, and correctly understand and solve
problems concerning Party members’ conduct? I believe that we still
need to adhere to the numerous fine traditions of our Party and nurture
them in the new situation of developing a socialist commodity economy.
These traditions include the principle of “from the masses, to the mass-
es,” gathering ideas from the masses and making sure that they hold fast
to these ideas, the democratic procedures of cadres, and the practice of
criticism and self-criticism. We should adapt to the new circumstances
and not cling to viewpoints and practices that are ill-suited to the new
situation. However, we must also consider the issues of what the policy
allows and what the people can tolerate. Our general requirements are
that the economy needs to thrive and that Party and government agen-
cies need to be clean. This is also an important ingredient in political
restructuring. The problem is: in dealing with specific issues in practice,
how should we manage the relationship between these two requirements
and how should we theoretically clarify this relationship? I would like for
everyone to study these issues together.
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Number two concerns ownership: what is the proper way to balance
revitalizing state-owned enterprises (SOEs) and developing township
and village enterprises? SOEs are the backbone of the socialist economy.
Shanghai has 343 large and medium-sized SOEs, and they generate 67%
of the city’s gross annual industrial output value. However, in the current
phase of economic development, they generally lack vitality, and the con-
tinued existence of some of them is in jeopardy. The question of what
measures we can adopt to revitalize them brings up the theoretical issue
of ownership.

Number three, in the primary stage of socialism, many economic sec-
tors coexist, and we must find a way to implement the principle of distri-
bution according to work and coordinate interest groups when considering
methods and policies for distributing income. At present, how to maintain
the enthusiasm of the working class, which is our mainstay, is a huge prob-
lem. How should we rationally adjust the distribution of income among
members of society to achieve social equality while at the same time in-
creasing productivity? Of course there are many other issues, perhaps even
more important ones, deserving our study.

I would also like to raise a number of practical questions for your refer-
ence that [ encountered in my work involving the theory of Party building
in the primary stage of socialism. For example: In the process of socialist
modernization, how should we go about Party building, including how to
balance rectifying Party conduct and invigorating the economy, and how to
preserve the Party’s fine traditions under the conditions of developing the
socialist commodity economy? What standpoint should we adopt in deal-
ing with the issue of competitiveness and Party members’ Party spirit, and
does the nature of this Party spirit vary with the times? How should we
judge the advanced nature of Party members in this new period, and can
they be allowed to prosper first? These questions all have an intimate rela-
tion to Party building in this new period, and thus cannot be avoided.

The issue of building democracy in the primary stage of socialism de-
serves careful study. For example: How should we balance democracy and
productivity when our country is in the primary stage of socialism? What
intrinsic relationship is there between building democracy and developing a
commodity economy?

Questions concerning culture and education in the primary stage of
socialism are equally worthy of study. For example: Given that we are vig-
orously developing a socialist commodity economy, what guiding ideology
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should we follow in teaching our youth and what educational goals should
we set for them? And the list goes on.

In short, undertaking broad theoretical research into the primary stage
of socialism, grounded on our country’s actual situation and using the pro-
ductive forces as a yardstick of value, is a transformation in research prac-
tices. Moreover, comprehensive research in numerous academic fields will
stimulate theory to flourish and develop in a number of ways. 1 hope those
of you who are theoreticians in Shanghai will rouse yourselves, devote
yourselves to research into the primary stage of socialism, and integrate
theory with reality. If you clarify more problems in this regard and your
solutions become deeper and more universal, your successes will become
ever greater.

The second issue is undertaking fruitful research into theory, strategy
and policy, with the focus on deepening reform, opening up wider, and giv-
ing Shanghai’s economy an outward orientation.

The political report of the Thirteenth Congress notes that today’s
world is an open world. We have already achieved great success in imple-
menting the basic state policy of opening to the outside world. From now
on, we must act ever more boldly on the world economic stage. Shortly
after the Thirteenth Congress, the Central Committee propounded the
strategy of accelerating the economic development of the coastal regions.
This is not just a local strategy: it is a national one. Carrying out this strat-
egy is an important link in completing the tasks of development and re-
form set forth at the Thirteenth Congress. This strategy enables us to use
international markets to exchange needed goods and regulate supplies, fol-
low a new path with a balanced economy, and change the old way of doing
things, which depressed production of overproduced goods to keep pace
with those in short supply. For the last two months, in accordance with
Comrade Deng’s directive to act boldly, pick up the pace and make sure we
do not miss any opportunities with respect to the development strategy for
the coastal regions,’ we have been actively studying how to greatly increase
imports and exports and thus more rapidly reorienting Shanghai’s economy
in an outward direction.

So, in giving Shanghai’s economy an outward orientation, what are
the pressing practical problems that urgently require the city’s theoreti-
cians to conscientiously study and help decision-making departments
make resolute decisions about? On this matter, I would like to bring up a
number of questions I have personally encountered in my work and seek
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advice from all of you. I hope you will pool your wisdom and efforts,
collect all your valuable ideas, and help us to change the situation of not
being able to clarify principles or make correct decisions. | have the fol-
lowing issues particularly in mind.

First is the relationship between strengths and weaknesses. Shanghai, a
large coastal city that epitomizes China’s advanced productive forces, has
many strengths in developing an outwardly oriented economy. For example,
it has a good geographical location, a foreign trade port, an information
hub, a complete range of industries, a strong scientific, technological and
cultural base, and a relatively high-quality workforce. However, Shanghai
also has a number of shortcomings, of which three are particularly promi-
nent: 1) The ratio of SOEs is rather high, and most of them lack vitality.
2) Shanghai has long had in place a “rather effective” management system
for the planned economy, perhaps the most comprehensive in all of China.
In this kind of economic system, there are endless procedures required to
import goods and countless checkpoints to go through to export them,
and we are unable to practice many conventions followed in international
competition. 3) In general, the level of internationalization of Shanghai’s
enterprises is very low, and as of now, no enterprise groups have been
formed that are competitive in the international market. Our theoreticians
need to devote themselves to studying and solving the problem of how to
effectively overcome these shortcomings so that we can make the most of
Shanghai’s advantages.

Second is the relationship between labor-intensive and technology-
intensive industries. Some people have proposed that Shanghai’s outwardly
oriented economy should differ from other coastal regions’ economies,
and that the development of labor-intensive and technology-intensive in-
dustries should be coordinated. I agree that they should be coordinated.
Taking the present conditions as our starting point, we should focus on
applying technology in township and village enterprises and in small and
medium-sized enterprises, and produce large quantities of labor-intensive
products and products that are both labor- and technology-intensive, and
that require little time to produce, are readily produced under existing pro-
duction conditions and yield quick returns, and export these on the inter-
national market. In the long term, we shall also need to strive to produce
more high-tech products for export.

Third is the relationship between earning foreign exchange from trade
and from other sources. In recent years, while Shanghai has increased its
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foreign exchange earnings from trade, it has also made a good start in earn-
ing foreign exchange from invisible trade, i.e. non-trade sources. The issue
of what principles and policies we should adopt in balancing earning for-
eign exchange from trade and from other sources requires research, and we
need theoreticians to study and clarify it.

Fourth is the relationship between state-owned and non-state-owned
foreign trade organizations. The experience of areas such as Guangdong
Province in developing an outwardly oriented economy reveals that the
production of labor-intensive products is a decentralized operation of
producing a large variety of products in small lots. This type of business
is hard for state or foreign trade organizations to operate in a unified
way and requires a broad intermediary level. Many export companies in
Shanghai complain that the biggest obstacle to foreign economic activi-
ties is an information shield and that foreign trade information is often
monopolized by a number of foreign trade agencies. Solution to this
problem should come through a reform of the foreign trade system by
adopting comprehensive corrective measures. On the one hand, we need
to develop a large number of privately run, foreign-trade intermediary
companies and permit new commercial agents and middlemen to operate
in the economic arena in order to eliminate monopolization of foreign
trade by state-run institutions. On the other hand, we need to actively de-
velop relations with foreign companies, including international financial
groups, and create our own multinational companies, and then use their
sales channels to expand our exports.

Fifth is the relationship between competing internationally and creat-
ing an operational mechanism for the planned commodity economy. To
participate in the international flow of goods, we need to link domestic
markets with international ones and make appropriate adjustments to
organizations, production modes and business management models. We
need to form an operational mechanism for the modern commodity
economy that conforms with international norms, and is both vibrant
and highly effective. With our present understanding, we cannot form a
clear picture of what kind of mechanism this should be, how we should
create it, or what international conventions and other specific content it
should embody. I hope you theoreticians will carefully study this problem
and find a scientific solution.

Sixth is the relationship between opening up both domestically and in-
ternationally. We advocate that along the coast “both ends reach outward,”
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but this is not absolute and we will still make use of appropriate materials
from China’s interior. Therefore, while developing its outwardly oriented
economy, Shanghai needs to continue to strengthen its lateral links with the
interior. It needs to fully radiate its influence both domestically and inter-
nationally. Shanghai cannot extend its international influence without in-
creasing domestic contacts. It can constantly strengthen its ability to open
international markets only if it allies itself more closely with sister prov-
inces, autonomous regions and municipalities directly under the central
government. It is quite possible that in the future this kind of situation will
develop: Shanghai’s opening to the outside world will principally take the
form of supplying it with tangible products, and its opening to the interior
will principally take the form of providing intangible products, that is, the
transfer and spread of its technology, managerial expertise and production
capability. Shanghai should appropriately balance opening up domestically
and internationally, and find a good solution to the problem of balanc-
ing regional interests. In this area there are many issues that theoreticians
should explore.

Seventh is the relationship between opening up economically and cul-
turally. In developing an outwardly oriented economy, Shanghai will inevi-
tably become much more open and increase its foreign contacts, and this
will naturally give rise to issues of how to balance opening up economically
and culturally, and how to make material progress and cultural and ethical
progress simultaneously.

Eighth is the relationship between material and human factors. In de-
veloping an outwardly oriented economy, it is necessary to improve the
investment environment, including infrastructure and other areas. These
are material factors. Even more important are remolding people’s charac-
ters and improving the cultural atmosphere. These are human factors. In
the strategic shift to an outwardly oriented economy, it is an important task
for theoreticians to address the issues of how to emphasize the human fac-
tors, remold people’s characters, improve the cultural atmosphere, and help
people create a new sense of values and standards of conduct and quickly
adapt to a new life in an outwardly oriented economy.

Ninth is the relationship between strategic research and tactical ac-
tion. In the past, we were in the habit of exerting ourselves in researching
a complete set of strategies and then requesting the central leadership to
adopt facilitating policies. We waited until these policies descended from
above before we cautiously carried out our strategies. This practice lost us
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a lot of opportunities. Therefore, what is now most important is not to sit
down and talk, but to stand up and act. To develop an outwardly oriented
economy, we need to act rapidly and decisively and adopt new measures.

Tenth is the relationship between developing an outwardly oriented
economy and enacting related reforms. To accelerate the development of
an outwardly oriented economy, we must implement related reforms in
the foreign trade system, in coordinating science and technology with the
economy, and in enterprise management, and quickly change rules and
regulations incompatible with the requirements of such an economy. If we
do not do this, the strategy of developing an outwardly oriented economy
will come to nothing.

The issues mentioned above raise theoretical questions, but for the
most part they are practical problems. Although they are practical prob-
lems, we can nevertheless elevate them to the level of theory to study
them. At present, to develop an outwardly oriented economy, Shanghai
particularly needs the guidance of original theory.

In short, the substance of research into both the theory of the primary
stage of socialism and the strategy and policy for an outwardly oriented
economy lies in giving us a new understanding of socialism, capitalism, the
contemporary world, and present-day China and Shanghai. Broadly speak-
ing, if these issues are not resolved well, they will affect the Chinese nation’s
membership in the world community and cast doubt on whether socialism
is really a superior and compelling ideology. If left unresolved, these issues
will affect Shanghai’s position and role in the country’s economy. We must
develop an awareness of this danger. We can arouse our sense of urgency,
mission and responsibility only if we clearly recognize the crisis. Crisis is
challenge. In today’s Shanghai, difficulty and hope coexist; opportunities
and challenges appear together. To grasp these opportunities, overcome this
crisis and rise to these challenges, we need above all the guidance of theory.
For this reason, we place great hope in Shanghai’s theoreticians. Everything
discussed above concerns applied theory or policy research, but this is in no
way meant to imply that there is no need to conscientiously and thoroughly
investigate ideological and theoretical problems that do not directly pertain
to reform, opening up and modernization. We cannot ignore basic theo-
retical research in philosophy and the social sciences any more than in the
natural sciences. If one may say that the basic research subjects in the natu-
ral sciences are mathematics, physics and chemistry, then the basic research
subjects in the social sciences should be the basic theories of the various
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academic disciplines and the philosophical, historical, social and cultural
background that gives rise to these theories. Research in these areas is indis-
pensable for theoretical work to make great forward strides.

Il. Further Emancipate Our Minds and
Invigorate and Develop the Field of Theory

At present, we are facing a new situation in which we need to further
emancipate our minds, stabilize the economy and deepen reform in order
to further liberate our country’s productive forces.

Given Shanghai’s present realities, what areas should we concentrate
on in further emancipating our minds? Recently, the Standing Committee
of the Municipal Party Committee studied this issue. We believe: First, we
need to rid ourselves of self-satisfaction in being Number One. Second,
we need to free ourselves of the mood of resentment and fear in the face
of difficulties. Third, we need to extricate ourselves from complacency and
conservatism. These three kinds of moods and attitudes constitute great
impediments to deepening reform, opening up wider, developing Shanghai’s
economy, and orienting it more quickly in an outward direction, and they
are thus the areas that we must now focus on in emancipating our minds. In
the arena of economic development, we need to concentrate on transform-
ing four concepts to deal with these three types of ideological obstacles.
We need to shift 1) from the concept of a product economy to the concept
of a socialist planned commodity economy; 2) from the concept of an in-
wardly oriented economy to the concept of an outwardly oriented one; 3)
from our habitual concept of revenue and expenditure monopolized by the
central treasury to a concept of local governments being responsible for
their own surpluses or deficits; and 4) from our habitual reliance solely on
administrative management to a combination of careful ideological and po-
litical work together with economic management methods.

Those of us engaged in practical work, especially leading cadres at all
levels, need to stop disdaining theory and relying solely on experience in
making decisions, and fully realize the important role theoretical work has
in socialist modernization. We not only need to fortify our own theoreti-
cal understanding and thinking, raise our level of theoretical attainment,
eradicate the blind spots in our work, and become more conscious of the
importance of theory, but also need to wholeheartedly support research by
theoreticians and enable them to fully play their role.



ORIENT THEORY TOWARD REALITY 31

Theoreticians need to stop doing theoretical research that is divorced
from reality. At present, some theoreticians have a tendency to scorn real-
ity. They believe that theoretical research too closely bound up with reality
is unscholarly and lacking in academic value. This situation deserves study.
Progress in our theoretical undertakings requires both pure and applied
theoretical research, and it is undesirable to exclude or suppress either. At
the same time, it must be noted that there are currently a number of theo-
reticians who have misgivings about integrating theory with practice be-
cause they think this easily leads to mistakes, so they shudder at the thought
of studying practical problems. This situation is understandable, but it is
wholly unnecessary. In theoretical research, one must cast aside all kinds of
misgivings, boldly explore and let the dazzling light of theory shine forth.

Democracy 1s an important condition for emancipating our minds. If
we stop fostering socialist democracy, it will be impossible to talk about
emancipating our minds. In theoretical work, fostering democracy means
unwaveringly implementing the principle of letting a hundred flowers
bloom and a hundred schools of thought contend, in order to create an
environment conducive to the flourishing of theory. Theory becomes vital
and vibrant only through debate. History has already shown that designat-
ing one school of thought as the supreme authority and banishing all oth-
ers in theoretical research inevitably results in shutting people up, setting
them marching off in lockstep and stifling their minds, with the result that
theory withers. Therefore, to implement the principle of letting a hun-
dred flowers bloom and a hundred schools of thought contend, we must
end the old practice of designating an orthodox viewpoint in theoretical
research, discard feudal thinking, and advocate academic and theoretical
democracy. Everyone is equal before the truth. Everyone is also equal be-
fore theory and scholarship. Practice is the sole criterion for judging the
correctness of theory.

Can we research important and sensitive questions? 1 believe that
there should be no forbidden areas in theoretical research, and that
theoreticians should be able to express themselves freely and fully. Of
course, theoretical research differs from education in and dissemination
of theory. In disseminating theory, we need to be cautious and pay atten-
tion to our audience, and in particular to the effect of theory on society.
Theoretical research unsuited for public consumption may initially be
discussed in restricted publications. Just as we allow mistakes to occur in
the practice of reform, we can likewise allow them to arise in theoretical
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explorations. When such mistakes do arise, we should not attack people
politically, stigmatize them or insert unfounded information into their
files, and we must properly distinguish between theoreticians’ theoretical
mistakes and their political stands. However, when theoreticians devi-
ate too far from the Party’s basic line for the primary stage of socialism,
we should admonish or caution them as the circumstances warrant, so
they get a firmer grasp of the basic line of “one central task, two basic
points,” and correct their one-sided understanding.

To emancipate our minds and invigorate theory, we must also do ev-
erything in our power to create good working and living conditions for
theoreticians, carry out reforms to solve the problem of insufficient funds
for theoretical research, conscientiously build the ranks of theoreticians,
and vigorously strengthen the city’s organization and coordination of phil-
osophical and social sciences research bodies. I hope that all of the city’s
theoreticians will strive together with us to truly transform Shanghai’s theo-
reticians into a united, militant body capable of consciously implementing
the Party’s basic line for the primary stage of socialism and that they will
always stand in the front ranks in reform and opening up.

In recent years, Comrade Deng has always encouraged us to boldly un-
dertake reform and break new ground and not to be afraid to take risks. He
has consistently adhered to this correct position. Now that a great oppor-
tunity to revitalize our economy has arrived, we very much need this kind
of Marxist insight and courage. Although we face many new difficulties, we
have the courage and strength to overcome them and remove all obstacles.
We firmly believe that we can make a new contribution to developing
Marxism, implementing reform and opening up, and revitalizing Shanghai
if we always adhere to the Party’s basic line for the primary stage of social-
ism; steadfastly emancipate our minds and proceed from reality in every-
thing we do; rely on the hard work of all our theoreticians; and resolve to
forge ahead, ground ourselves in our fields of specialization and in reality,
conduct investigations and studies, know ourselves and others, and put an
end to idle talk.

'"“Emancipate the Mind, Seek Truth from Facts and Unite as One in Looking to the Future,” Se-
lected Works of Deng Xiaoping, Eng. ed., FLP, Beijing, 1995, Vol. I, p. 151.

A reference to the statement that “we shall resolutely uphold whatever policy decisions Chairman
Mao made and unswervingly follow whatever instructions he gave.” This statement first appeared in an
editorial entitled “Study the Documents Carcfully and Grasp the Key Link,” which was published in the
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People's Daily, the journal Honggi and the Liberation Army Daily on February 7, 1977.

“Deng Xiaoping, op. cit., p. 159.

' On January 23, 1988, Deng Xiaoping made the comment on a report on accelerating opening
up and economic development in the coastal regions, “I completely agree. In particular we need to act
boldly, pick up the pace and make sure we do not miss any opportunities.” Selected Works of Deng Xiao-
ping, Chin. ed., People’s Publishing House, Beijing, 1993, Vol. 111, p. 408.

" “Both ends reach outward” means that the two ends of the production process, namely pur-
chasing raw and semi-finished materials and selling finished products, take place on the international
market. It is necessary to actively expand the processing and export of labor-intensive products and
labor- and technology-intensive products and participate in international business exchanges.



DEVELOP SHANGHAI’S PUDONG NEW AREA’
May 2, 1988

First of all, I would like to offer my hearty congratulations on the suc-
cessful convocation of this international symposium on developing the Pu-
dong New Area. I would also like to express my warmest welcome to our
guests who have come from the United Nations, the World Bank and the
Asian Development Bank, and from Hong Kong, the United States, Brazil,
Canada and Singapore; and to representatives from government agencies
and research institutes in our country’s capital, all of you who care deeply
about the development of Pudong, and Shanghai residents who are partici-
pating directly or indirectly in research on its development.

The political report of the Thirteenth National Congress of the CPC
points out that we need to increase the breadth and depth of our opening
to the outside world and constantly develop foreign economic and tech-
nological exchanges and cooperation. It also stresses that open cities must
focus on developing an outwardly oriented economy and fully function as
hubs and portals for opening to the outside world. As China’s largest and
most strategically located open city, Shanghai should advance reform and
opening up a step further. Developing Pudong and creating a new, interna-
tional, pivotal, modern, world-class municipal district is in complete accord
with the guiding principles of the Thirteenth Congress. We will definitely
perform this task well.

Shanghai is a world-famous metropolis. By the 1930s it had already be-
come Asia’s largest international trade and banking center, but as it flour-
ished economically, it was also beset by a number of intractable problems.
In the more than 30 years since liberation, we have focused on economic
development, especially industrial development, but for a variety of histori-
cal reasons, we have not had the time to carry out corresponding urban
renewal and development. This has weakened Shanghai’s ability to func-
tion as an economic and trade center and as a domestic and foreign hub.
Naturally, this situation cannot be allowed to continue. We have adopted a
number of measures to revitalize the old city, but this approach is extreme-

"Remarks at the opening ceremony of an international symposium on developing the Pudong

New Arca.

34



DEVELOP SHANGHATI'S PUDONG NEW AREA 35

ly costly and beset by difficulties, so we have formulated the principle of
combining urban renewal in the old city with the creation of a large new
modern city district. | believe that it is necessary to consider and study the
problem this way. It is very clear that it would be very difficult to quickly
develop an outwardly oriented economy in Shanghai and transform the city
into one of the largest socialist economic and trade centers on the western
Pacific Rim by relying solely on urban renewal in the old city and not devel-
oping Pudong.

A new Shanghai Municipal People’s Government has recently taken of-
fice, and this has infused the city with new hope and energy. We have every
reason to believe that the new government will definitely support and pro-
mote the development of the Pudong New Area, fill Shanghai with vitality,
and make it thrive and develop. I hope that all of you here today will give
us the benefit of your advice and comments, and 1 especially hope that in
the course of developing friendly relations with us, our foreign friends will
cultivate broader and more intimate exchanges and cooperation with us
based on the principle of mutual benefit.



BE TRULY WORTHY OF THE HONORABLE
TITLE OF COMMUNIST PARTY MEMBER’

June 30, 1988

The history of the CPC during the 67 years from its founding to today
demonstrates that it grew from being small to being large and from be-
ing weak to being strong, constantly progressed toward victory as it went
through difficulties and setbacks, and truly is the vanguard of the work-
ing class, which is full of hope, life and vitality. For 67 years, our Party has
indomitably pressed ahead again and again to liberate and rejuvenate the
Chinese nation. It integrated the basic tenets of Marxism with the concrete
realities of China to achieve two great historic leaps. The first took place
during the new-democratic revolution when our Party blazed a revolution-
ary path with Chinese characteristics to achieve the liberation of the nation
and establish the socialist New China. The second occurred after the Third
Plenary Session of the Eleventh Central Committee when our Party found
a way to build socialism with Chinese characteristics. History has already
validated this irrefutable truth: Without the Communist Party, there would
be no New China. History will also certainly confirm another truth: Under
the leadership of the CPC, the Chinese people can certainly establish a
prosperous, strong, democratic, culturally advanced and modern socialist
country on this territory of 9.6 million square kilometers.

Reform and opening up are our Party’s pioneering mission in these
new historical circumstances to achieve the great rejuvenation of the Chi-
nese nation. We Chinese Communists have the unshirkable historical duty
to achieve success in reform, opening up and modernization; completely
revitalize the Chinese nation; and fundamentally eradicate poverty and
backwardness from one fifth of the world’s population. Since the Third
Plenary Session of the Eleventh Central Committee, Shanghai’s Party
members working in all areas have clearly grasped the historical respon-
sibility they bear and actively thrown themselves into the great effort of
reform, opening up and socialist modernization. Through their exemplary
actions, they have made great contributions to the modernization drive and

“Speech at a meeting in Shanghai commemorating the 67th anniversary of the founding of
the CPC.
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added new luster to the Party flag, thereby winning the trust and esteem
of the broad masses of the people. According to statistics, the number of
Shanghai Party members who have received an honorary award of some
sort in recent years has constantly increased, and the percentage of the
people chosen as municipal model workers who are Party members grew
from 59.7% in 1983 to 75.6% in 1985 to 80.8% in 1987.

At the same time, we must also be clearly aware of the difficulty, com-
plexity and depth of reform and opening up. Reform is another revolution.
Shanghai’s Party members are now undergoing a rigorous test of the envi-
ronment surrounding reform and opening up and the position of the rul-
ing party. In this historical period of rapid change, some weak-willed Party
members have fallen behind because they cannot resist the temptations
of power and money, and a very few of them have already sunk into cor-
ruption. Although they are few in number, they have brought Party ethics
into disrepute and undermined public trust in the Party. In recent years, the
percentage of Party members who have been disciplined by the Party or
received criminal punishment for violating the law and discipline has also
steadily risen. All Party members should take heed and be warned. History
already poses this exacting question to each and every one of us Commu-
nist Party members: In these new circumstances of reform and opening up
and developing a socialist commodity economy, how can I truly be worthy
of the honorable title of Communist Party member?

From the vantage point of our Party’s history and the revolutionary
practices and exemplary accomplishments of all of today’s outstanding
Party members, I believe the answer is as follows.

To be worthy of the honorable title of Communist Party member, one
must always uphold the lofty ideal of communism. Our highest ideal is to
establish a communist society. This ideal, no matter whether in the past,
present or future, is always the psychological pillar and source of strength
of us Communists. In this new historical period, Party members manifest
their advanced nature by combining this highest ideal with the implementa-
tion of the Party’s basic line for the primary stage of socialism, integrating
this lofty ideal with practical and arduous work, focusing their minds on
the big picture while discharging their duties, and fully playing their role as
vanguards and models in achieving the four modernizations and rejuvenat-
ing the Chinese nation.

To be worthy of the honorable title of Communist Party member,
one must uphold reform and opening up. At present, reform has already



38 SELECTED WORKS OF JIANG ZEMIN

reached the critical stage where we have to address difficult problems, and
Communist Party members must maintain a high level of accord with the
Central Committee, be iron-willed and indomitable, meet all challenges
head-on, and make a positive contribution to establishing a sound new so-
cialist commodity economic order.

To be worthy of the honorable title of Communist Party member, one
must place the interests of the Party and people first and willingly subor-
dinate one’s own interests to those of the Party and people. Serving the
people wholeheartedly is the Party’s fundamental purpose and the start-
ing point of all of the words and deeds of us Communists. In this new
historical period, Party members should place the interests of the Party
and the people above all else. Reform has already brought the people tan-
gible benefits, and it will certainly ultimately yield them even more, but it
does not and cannot bring equal benefits to everyone at once. As a result,
it is inevitable that conflicts over benefits will arise from time to time. In
carrying out reform, Communist Party members should have a nobility
of spirit that impels them to be the first to bear hardships and the last to
reap rewards, unselfishly devote themselves to serving the public, and not
compete with the people for rewards. Party members occupying leading
positions in Party and government departments particularly should take
it as a maxim to make the economy flourish and make their departments
incorruptible, and set an example for all other Party members and cadres
to emulate.

To be worthy of the honorable title of Communist Party member, one
must persist in diligently studying Marxism, science and culture; strive to
raise one’s political consciousness, and become skilled in one’s field of en-
deavor. Party members need not only to have the desire and resolve to serve
the people, but also to constantly become better able to serve them. They
need not only to set an example for the masses in the areas of ideology,
politics and work ethics, but also to become standouts in all aspects of mod-
ernization. In evaluating a Party member to see if he or she is fully playing
his or her role as a vanguard and model, an important standard is whether
and how much he or she contributes to developing the productive forces. If
a Party member does not conscientiously study Marxism and acquire profes-
sional knowledge, never masters the expertise required in his or her field and
cannot genuinely contribute to modernization, his or her so-called political
consciousness and advanced nature are just so much empty talk.

To be worthy of the honorable title of Communist Party member,
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one must safeguard the interests of the masses at all times and places
and courageously oppose all improprieties and illegal activities. In carry-
ing out reform and opening up and developing the socialist commodity
economy, Party members need to consciously resist the corrosive influence
of decadent capitalist ideas and observe Party discipline and state law in
exemplary fashion. In invigorating the economy, they need to be strict with
themselves, serve the public interest honestly, firmly oppose and combat
all kinds of improprieties, and be staunch warriors who defend the Party’s
principles and the people’s interests with unyielding integrity.

We are in the midst of the great task of transforming and revitalizing
Shanghai and contributing to the whole country’s modernization. This is
both a glorious and an onerous task. In these new circumstances, Party
organizations at all levels must conscientiously implement the spirit of
the Party by exercising self-discipline and being strict with their members,
give priority to strengthening Party building, improve their own sense of
organization and discipline, become more militant, get Party members to
fully play their roles as vanguards and models and, together with all the
city’s residents, carry reform forward under the unified leadership of the
Central Committee.

At present, we need to pay careful attention to improving the educa-
tion of Party members, particularly leading cadres. We need to strictly su-
pervise Party members and quickly change the current situation in which
intra-Party education and supervision are unsuited to the new circum-
stances. We need to further develop and improve intra-Party democracy.
We need to uphold the standards for Party members in this new period,
improve their quality and rigorously enforce Party discipline. On the one
hand, we need to actively yet cautiously recruit new blood into the Party,
while being sure to maintain its quality. On the other hand, there are a
very small number of corrupt, degenerate Party members who embezzle
public funds, take bribes, engage in extortion, and abuse their power to
commit crimes, thereby seriously damaging the interests of the state and
the people, sabotaging the Party’s reform and opening up policy, and
gravely jeopardizing the Party’s cause, and we must adopt the firm policy
of expelling each and every one of them. As for Party members who fall
short of the Party’s standards, we need to strictly yet properly distinguish
situations and handle each on the basis of the principle of upholding
standards, providing education, dealing with each case on its own merits,
and working out comprehensive solutions.
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We also need to pay careful attention to educating cadres and ordinary
people both within and without the Party regarding the country’s current
situation, thoroughly analyze the trends in social thought at a given time,
and strengthen ideological and political work. At present, the overall situa-
tion is good. Although the people have some cause for complaint, for ex-
ample, about the price of goods, workers, farmers and intellectuals firmly
support reform. However, the problem is that there is a kind of incorrect
thinking that tries to blot out the massive successes of reform and opening
up and exaggerate a number of unavoidable negative phenomena that arise
in the course of reform, which gives rise to pessimism, disappointment,
complaints and low morale, and thus requires correct guidance. For this
reason, we need to focus on the following three issues.

First, we need to confidently publicize the achievements in reform
achieved over the past ten years. Theoretical research, literature and art,
and journalism and publicity all need to look to the future and arouse peo-
ple’s inner strength and enthusiasm. The viewpoint that the government is
thoroughly corrupt and the Party has done nothing good for the people is
completely contrary to the facts. We must have a correct understanding of
the situation, an adequate estimate of the accomplishments of reform over
the past ten years, and a specific analysis of existing problems. Publicity
needs to be realistic and appropriate, and it cannot just trumpet achieve-
ments while overlooking shortcomings, which would give rise to another
kind of one-sidedness.

Second, we need to guide the people to a correct understanding of
currently existing problems. At present, there is a genuine problem with
corruption in the Party and government, and there really are a number of
problems and unhealthy tendencies in society. The people have expressed
their dissatisfaction with these situations and demanded change. This is
entirely right. The Party and government are undertaking steps to rectify
matters. However, addressing and solving these problems is inseparable
from the objective reality that we are in an era of massive change. Re-
form has brought positive changes to all aspects of society and given a
great impetus to economic development; at the same time, it has given
rise to a number of conflicts and problems. When a new system sup-
plants an old one, it is difficult to avoid paying this price. We must take
these problems seriously and solve them, and there is no doubt they can
be solved. However, if we dread the occurrence of these problems or
demand that they never arise, then our only option is to return to the old
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system; but there is no returning down that road.

Third, we need to publicize that reform is at a crucial stage, and we
must determinedly carry out reform because the situation is complex, con-
flicts are numerous and there are risks. All this has a very direct bearing on
whether reform succeeds or fails and thus on the fate of the Chinese na-
tion. The whole Party and country must unite closely, support the resolve
and policy decisions of the central leadership, and uphold the authority of
the Party and government. At this critical juncture, we must emphasize dis-
cipline, and the Party and government need to exercise steady leadership.
Political restructuring can only proceed step by step in accordance with the
principles adopted at the Thirteenth National Party Congress. In fact, we
have already done a great deal of work and achieved considerable success.
However, if we deviate from these principles, political restructuring will go
astray. Our mission is to accomplish the four modernizations and rejuve-
nate the Chinese nation, and this is also the spiritual staff we wield to unite
and rouse the people to struggle together. Any action that deviates from or
interferes with this goal is wrong and should not be permitted by the Party
and the people. In short, we need to do thorough and meticulous ideologi-
cal and political work to enable all Party members, cadres and ordinary
people to clearly understand the situation and our tasks.

Shanghai is the cradle of China’s working class, the birthplace of the
CPC, and a heroic city with a glorious revolutionary tradition. Let us carry
forward its fine traditions; win more honors for it; render further service
to reform, opening up and socialist modernization; and make the kind of
contribution our generation should make.



USE CORRECT WAYS OF THINKING TO
ANALYZE THE SITUATION

March 20, 1989

We are in a period of comprehensive and profound economic, political
and cultural reform. This is another major change the Party has faced since
its founding. The bigger the changes are, the more necessary theoretical
guidance becomes. Historical experience tells us that when theory grips the
masses, it can become a powerful material force and propel the smooth
progress of our cause.

At present, some people advocate engaging in the so-called three re-
flections: reflecting on whether it was correct to spread Marxism in China
70 years ago during the May 4th Movement; whether it was correct to
decide to set China on the socialist road 40 years ago after the founding
of the People’s Republic; and whether it was correct for the Third Plenary
Session of the Eleventh Central Committee to decide that China should
follow the path of reform and opening up. Communist Party members
need to clearly understand these important questions, and give these clear
answers: 1) It was correct to spread Marxism in China during the May 4th
Movement; 2) it was correct to decide that China would follow the socialist
road after the founding of the People’s Republic; and 3) it was correct for
the Third Plenary Session of the Eleventh Central Committee to decide to
undertake reform and opening up and follow the path of building socialism
with Chinese characteristics. However, simply answering “Yes” is insuffi-
cient. The application of theory is necessary to make the answer convinc-
ing. We cannot persuade others with simple slogans. On the contrary, we
must analyze the issue from a correct viewpoint and with correct theory
to distinguish truth from falsehood and guide the masses in keeping to the
socialist road while sustaining firm confidence in reform and opening up.

We need to rationally ponder problems that exist in society today be-
cause some of the phenomena we see reflect the true nature of affairs, but
some are false appearances. We can deepen our understanding and grasp
the true character of the situation only if we approach it rationally instead

" Excerpt from a speech at the opening ceremony of the first training session for political cadres in

Shanghai’s large enterprises.

42



ANALYZE THE SITUATION CORRECTLY 43

of emotionally. Where does correct thinking come from? Chairman Mao
once said that it does not descend from the heavens and is not implanted in
our brains; it comes only from social experience. At present, some people
constantly complain that our reform lacks theory. I do not believe that this
statement accords with the facts, nor does the assertion that our reform
theory is already complete, perfect and without shortcomings. Our reform
is guided by the theory, line and series of principles and policies propound-
ed since the Third Plenary Session of the Eleventh Central Committee.
Comrade Deng Xiaoping has given a profound theoretical exposition of
reform. The theory of the primary stage of socialism was propounded at
the Party’s Thirteenth National Congress. Although we have been imple-
menting reform for a decade, this is a very short time in the whole course
of history. Therefore, it is impossible for our theory of reform to be en-
tirely complete. This theory can gradually mature only through constant
deepening and development of reform. There are no existing models we
can copy from in our reform. After we seized power, we studied the Soviet
economic model. It must be conceded that this economic system played a
positive role in the early years of the People’s Republic and achieved a cer-
tain degree of success. However, as society developed, practical experience
revealed that it was no longer suitable for developing the productive forces.
A number of countries in the world today are implementing reform. We
cannot blindly copy other countries’ experiences because China’s situation
is different. China has a population of 1.1 billion, and its historical, cultural
and economic conditions are unique. Therefore, in the practice of reform,
we need to intensify the study of theory, emphasize theoretical research,
and raise experience up to the level of theory in accordance with Chairman
Mao’s repeated admonition to integrate the universal truth of Marxism
with the concrete practice of the Chinese revolution. I hope those of you
comrades engaged in theoretical work will immerse yourselves in practical
reform, while those of you doing practical work will recognize the impor-
tance of theoretical study and research.

We need to improve our way of thinking. When [ say way of think-
ing I mean what we normally call mode of thinking. Whether cadres’ way
of thinking is correct or not has a great bearing on whether our reforms
will succeed or not. Today, we urgently need to recognize the importance
of this issue. At present, some of our comrades are mentally unprepared
for the protractedness, difficulty and complexity of reform. They overly
idealize reform, believing that once it is set in motion, it can instantly
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sweep away all of the maladies of the old system at one stroke, immedi-
ately solving all the problems that have accumulated over the years, and
drastically raising the living standards of our 1.1 billion people. Over the
past few years, we failed to constantly encourage the style of hard struggle
and made overly optimistic estimates of the course of reform. As a result,
when reform met with difficulties and setbacks, some people lost heart and
became pessimistic, blaming inflation and social corruption and instability
on reform, and this led them to doubt its necessity and correctness. An im-
portant reason for the emergence of this situation was that people failed to
use Marxist and dialectical materialist ways of thinking and were not adept
at analyzing current problems in society using the Marxist stand, viewpoint
and method. Therefore, it is necessary to educate cadres in correct ways of
thinking and advocate study of the Marxist methodology of thought. We
are now educating the people regarding the current situation; fundamen-
tally speaking, this means that we need to carry out patriotic education and
teach cadres and the masses how to use a correct way of thinking to prop-
erly observe and understand the situation. With a correct way of thinking,
one-sidedness, idealism and metaphysics will not occur, we will not be
blindly optimistic and fail to see latent conflicts and problems when reform
is going smoothly, and we will not become pessimistic and give up hope
when reform runs into difficulties, thinking that everything is wrong and
that the situation is utterly hopeless.

A current problem that deserves our attention is that some people re-
ally believe that whatever the Party and government advocate is wrong and
that all criticisms of the Party and government are right. The more discus-
sion centers on difficulties, the more completely they deny any achieve-
ments have been made, and the more criticisms there are, the more they
think these criticisms prove they boldly speak the truth, represent popular
opinion and deserve to be commended. This mindset is wrong. The right
attitude should be to fully acknowledge the great accomplishments since
reform and opening up were adopted without glossing over the problems
that exist in our work. We must seek truth from facts. When speaking of
accomplishments, we should not make it sound as though flowers are rain-
ing down from heaven, and when talking about problems, we should not
suggest the situation is hopeless. Cadres at all levels, particularly those do-
ing political work, need to hold to the correct political orientation, distin-
guish truth from falsehood, and use a correct way of thinking in analyzing
the situation and all manner of social phenomena. We need to boldly and
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confidently publicize the achievements of reform and also factually explain
the problems we face. We should not let a few people spread a negative
mood. There is no hope for a nation in which negativity and complaining
are prevalent. We need to teach patriotism, rouse people’s spirits, and im-
bue them with confidence and courage. This will increase cohesiveness and
accord with the interests of both the Party and the people.

We need to strengthen the Party’s leadership and take advantage of our
political strengths. Some think that upholding the leadership of the Party
is not a strength, but rather a weakness; that the source of all corrupt phe-
nomena and unhealthy tendencies springs from upholding the leadership
of the Party; and that China’s only hope is adopting the multiparty system
of Western countries. This view 1s utterly wrong. We must be absolutely
unequivocal about upholding the leadership of the Party. History has al-
ready proven that without the CPC there would be no New China and no
modern socialist China. Without the leadership of the Party, our country
would inevitably disintegrate under the onslaught of a variety of internal
and external causes, and the Chinese nation and people would have no fu-
ture. It is hard for the Party to avoid making any mistakes in its work, but
our Party has the strength to correct them itself. The Party made several
significant mistakes in the past, but it corrected them all itself. The Cultural
Revolution was a grievous mistake, and the Party corrected it itself. No one
can use any mistakes the Party may make as grounds for weakening, cast-
ing off or even eliminating its leadership. If we conscientiously uphold and
constantly improve the Party’s leadership and make full use of our political
strengths, we can surely better shoulder the heavy responsibility history has
placed on us. Experience shows that copying the multiparty system and the
system of separation of powers of Western countries would be unsuitable
given China’s conditions, while following the system of multiparty co-
operation and political consultation under the leadership of the CPC is
conducive to building our country’s socialist democracy. Without the firm
leadership of the Party, it is quite possible that this vast country of ours
would fall into chaos, and then nothing could be done. On this matter, we
must have a clear head and take an explicit stand: We will staunchly safe-
guard the authority of the leadership of the Central Committee.



CONSCIENTIOUSLY ELIMINATE UNFAIR
PRACTICES IN SOCIAL DISTRIBUTION’

June 16, 1989

Correctly Recognize Two Current
Manifestations of Unfair Distribution

What is fairness in distribution? This is a difficult issue of understand-
ing. Theoretically speaking, social equity, which is based on equal rights,
is conditioned by a society’s level of economic and cultural development.
The notion of social equity thus has different meanings at different stages
of development. The criterion for measuring social equity must consider
whether it is conducive to social progress and the development of the
productive forces. In the public sector of a socialist economy, the means
of production are owned by the masses, and the primary principle of dis-
tribution is distribution according to work. After the Third Plenary Session
of the Eleventh Central Committee, our Party implemented a policy of
permitting and encouraging some regions and some people to prosper first
through honest labor and lawful business activities so that they would lead
the people of the entire nation on the road to common prosperity. This is
consistent with the principle of distribution according to work. Where this
policy is implemented, disparities will arise between the incomes of people
with differing abilities who make different contributions, and some people
will become prosperous before others, yet this is fair. In general, the dis-
parity between people’s ability and the contributions they make is limited,
so distribution according to work will not give rise to polarization between
rich and poor. Egalitarianism, however, opposes the widening of income
gaps and is therefore itself a manifestation of unfair distribution.

We are presently in the primary stage of socialism, and other forms of
ownership coexist with public ownership, which is dominant. Correspond-
ingly, allowing some income to be earned by means other than labor is ben-
eficial for invigorating the entire economy. However, not all members of
society have the same opportunities to earn income from non-labor sourc-
es, and it is therefore easy for disparities between such income and income

" Excerpt from an article in the journal Qiushi, No. 12, 1989.
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from labor to grow. Therefore, the distribution methods, tax and pricing
policies, and administration of industry and commerce by the Party and
government impose necessary restrictions so that businesses that obey the
law and observe discipline may not become too rich. The present problem
is that a small number of individuals resort to illegal means to earn money
by evading taxes, abusing a dominant market position, price-fixing, abusing
power, dereliction of duty, engaging in corruption and bribery, or smug-
gling and trading smuggled goods. This is another important manifestation
of unfair distribution and a matter of considerable public dissatisfaction.

How did the above two kinds of unfair distribution arise?

Let us look first at egalitarianism. First, there is a long history of egali-
tartanism 1n our country’s peasant economy, and eliminating its pervasive
influence on people will require a significant amount of time. Next, we
are now in the primary stage of socialism and the level of our productive
forces is still quite low, so achieving social equity and ensuring that all the
people have adequate food and clothing and can live and work in peace and
contentment is an important principle of distribution. This provides fer-
tile ground for the spread of an egalitarianism that stresses fairness while
ignoring productivity. In addition, a premise for implementing a policy of
distribution according to work is that everyone has an equal opportunity.
However, under the restrictions of the old management system and pric-
ing policies, there is a lack of regulations and circumstances to create fair
competition between different occupations, organizations, industries and
regions, and workers do not have equal competitive opportunities. In this
kind of situation, it is easy for compensation to be out of line with the
amount of work done: some kinds of simple labor requiring little knowl-
edge or skill are highly paid, while some kinds of skilled labor requiring ex-
tensive knowledge and experience do not receive the pay they deserve. The
disparities in income arising from this situation are clearly unreasonable.
Because the state still has not created an effective system for regulating in-
come, there is a tendency for salaries to hover closely around the mean in
areas where the distribution of income is directly under state control, espe-
cially in SOEs and state institutions.

Let us look next at the polarization of incomes. This is not a direct re-
sult of Party and state policies; rather it is the result of a small number of
people violating the law and discipline or taking advantages of policy loop-
holes. However, it should also be noted that during the process of reforming
the old system and assaying and improving the new one, the two systems
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coexist and a number of reform policies and measures are imperfect and
incomplete, thereby creating loopholes that can be exploited by a small
number of people. In addition, our actual implementation of distribution
reform is still hindered by three factors: our stage of economic develop-
ment, the level of development of the new system, and traditional social
notions and the force of habit, which remain as a source of deficiency in
various specific distribution reform policies. At the same time, the state’s
ability to effectively regulate income distribution is clearly insufficient, with
the result that within the scope of effective direct state control, egalitarian-
ism continues to persist, and in situations outside this scope, where indirect
controls have not been effectively established, income from some econom-
ic activities is too high. The experience of all the world’s developing coun-
tries indicates that in the primary stage of economic maturation, income
disparities tend to increase, and social stability can be affected if they are
not properly dealt with. We must be more vigilant about this problem.
Egalitarianism and excessive disparities in income affect each other. We
must defeat egalitarianism, but excessive income disparities are a definite
obstacle to the emergence of reasonable income disparities. Because exces-
sive income disparities may mar social equity and demoralize the people,
and especially in circumstances where new and old systems coexist, they
often easily give rise to a trend to egalitarianism and counterproductive
competition over who earns the most rather than laudable competition
over who contributes the most, resulting in a high-income counterpart
of the mindset of everyone eating out of the same big pot. On the other
hand, egalitarianism spurs the excessive growth of income disparities be-
cause it i1s harmful to economic productivity and deflates workers” enthu-
siasm, and might lead some to dissatisfaction with public ownership, and
even incite others to seek to pursue self-serving interests through unlawful
means. From this it is clear that inequalities in distribution due to egalitari-
anism and those due to excessive income disparities are interdependent and
feed upon each other, and both therefore warrant our due attention.
Furthermore, severe inflation is an immediate cause aggravating the
current problem of unfair distribution. Inflation has a redistribution effect.
When prices rise continuously, spending commonly increases. However,
the sources of income for workers in different sectors and industries are
different, and disparities in the degree of each person’s supplemental in-
come will emerge. Supplements to the real salaries of employees whose
incomes derive from the state budget are dependent on the state, and
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they are often delayed or not paid in full. However, there are many ways
in which enterprises and other departments engaged in material produc-
tion can supplement their employees’ real salaries, and sometimes these
supplements even exceed the factor needed to adjust for inflation. In this
way, disparities arise between the incomes of workers in production-related
fields and those of employees of government bodies and institutions. Be-
cause most of the income increases employees receive during periods of
inflation are intended to offset decreases in their real income, it is possible
that the role of income as a work incentive is vitiated, and that workers
therefore become more egalitarian. The small number of speculators and
profiteers who operate outside the law as well as individuals with high in-
comes exploit the opportunities presented by inflation to increase their in-
comes more quickly. Inflation causes the disparity to increase between the
incomes of those whose income comes from economic activities that fall
within the direct control of the state and those whose income comes from
sources that do not. This deepens the contrast between egalitarianism and
excessive income disparities.

Avoiding erroneous thinking is important for us to correctly under-
stand unfairness in income distribution. We should acknowledge that nega-
tive and corrupt phenomena in everyday life and the income gap are focal
points of intense dissatisfaction among the masses. The people demand
that we change the situation in which people have unequal opportuni-
ties and a minority of individuals get rich through ill-gotten gains. We can
create a good social atmosphere in which people engage in competition
conducive to raising productivity only if we solve these problems. We must
devote great attention to this. At the same time, it is worth noting that
when people compare themselves to their peers and compete to get ahead,
traditional egalitarianism exerts an enormous influence, and once reform
starts adjusting important interests, this kind of thinking subconsciously
manifests itself and becomes a significant psychological obstacle to reform.
Some people take particular pleasure in using their individual subjective im-
pressions to make sweeping lateral comparisons, statically observe the evo-
lution of interest relationships between people, and ignore the difference
between income disparities that are reasonable and legitimate and those
that are not. Therefore, if we correctly understand the social and psy-
chological factors affecting distribution and conduct an objective, correct
analysis of them, we can make clear-headed decisions on the problems we
now face concerning distribution. If we merely use our subjective impres-
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sions to deal with the income disparities involved in reform, blindly pursue
income equality and deny the regulatory role of the market, we will block
the process of reform and sap the vitality of the entire economy.

Achieve Social Equity While Improving Productivity

The political report of the Thirteenth National Congress of the CPC
states, “Our distribution policy should encourage some enterprises and
individuals to prosper before others through good management and hon-
est work, thus widening the differences in personal income to a reasonable
degree. But at the same time, the policy should prevent polarization of rich
and poor, maintain the orientation toward eventual common prosperity
and bring about social equity while improving productivity.”

The national economy is an organic whole, and if we are to achieve
the above objectives and solve the problems of egalitarianism and income
disparities, we cannot deal with distribution in isolation, but must deal
with the situation comprehensively. We must find a solution by deepening
reform of related areas. We need to further invigorate enterprises that are
owned by all the people; nurture a market system more quickly; strengthen
the system of macroeconomic controls; do a good job instituting reforms
in the areas of planning, investment, materials, public finance, taxation,
banking and prices; improve the legal system; and gradually establish the
basic framework for a new planned commodity economy. We must create
competitive conditions under which people enjoy equal opportunities, and
create a favorable political, economic and social environment for imple-
menting a correct distribution policy. We should realize that production
determines distribution, so only by greatly raising labor productivity and
economic performance via reform can we make full use of the distribu-
tion system and policy to play a positive role and create a material basis
for fundamentally solving the problems of egalitarianism and excessive
income disparities.

Of course, the distribution system is very important. At present, the
key is to improve adjustment procedures and adopt appropriate specific
policies for different income distribution conditions under the dual system.

Where the state can basically directly control income distribution (as in
SOEs, government bodies, and institutions) we need to implement multi-
tiered, macro-control management and focus on overcoming egalitarian-
ism. In primary distribution, the state links the total payroll of enterprises
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with their economic performance, and enterprises set employees’ remu-
neration based on their respective contributions. In secondary distribution,
it is necessary to solve the problem of discrepancies between the work and
compensation of employees of government bodies and institutions and
the problem of their incomes being too low. It is also necessary to regulate
the inequalities in production and business conditions, and in opportuni-
ties between enterprises, in order to facilitate fair competition and further
implement the principle of distribution according to work. Specifically, we
need to manage several relationships well. First, we need to properly handle
the distribution relationship between enterprises and their employees. At
the same time as we improve enterprise recruitment systems, we need to
reform their systems of distribution, gradually eliminate cost-of-living
subsidies from workers’ salaries, reinstate and strengthen the practice of
granting salaries and bonuses as an incentive for improved performance,
explore all manner of systems of distribution based on the time spent doing
productive work, introduce reasonable disparities in employees’ incomes,
and allow a number of salaried workers who make outstanding contribu-
tions to prosper first. Second, we need to properly handle the distribution
relationship between the state and enterprises. A very important problem
is how to devise a yardstick for reasonably measuring the economic perfor-
mance of enterprises in order to establish a sound and scientific basis for
linking enterprise income and higher salaries with economic performance.
For example, while maintaining the principle of keeping real increases
in worker salaries lower than increases in labor productivity, enterprises
could formulate a labor productivity index calculated on the basis of fixed
prices and add it to the link between their total payroll and their economic
performance, or introduce a link between their total payroll and total pro-
duction, or we might look into linking total payroll to the industry’s rate
of return on capital or wages. We should also notice that different enter-
prises face different conditions and circumstances in the areas of tax and
pricing policies and opportunities to secure factors of production, includ-
ing labor, capital, means of production, land and technology, so the state
should adopt effective economic means to adjust the disparities in personal
income that arise therefrom. Third, we need to properly manage the dis-
tribution relationship between mental and physical work. From a Marxist
viewpoint, skilled labor counts as multiplied simple labor." Remuneration
for skilled labor should therefore be higher than that for simple labor, but
the situation in our country is exactly the reverse. This is a conspicuous
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example of unfair distribution. In the future we need to gradually increase
the pay of intellectuals to alleviate the income disparities between white-
and blue-collar workers. We also need to continue to reform the existing
wage system in government bodies and institutions and gradually improve
it. Fourth, we need to properly handle the relationship between regulating
distribution through the adoption of economic and administrative mea-
sures and strengthening ideological and political work. At the same time
as we adopt various measures to regulate distribution, we need to do our
publicity, ideological and education work well in order to deter people from
counterproductive competition to earn more than others, discourage them
from spending more than they can afford, and encourage them to make
progress and do their work well so that they can receive material benefits
through hard work in whatever circumstances they find themselves. At
present, we are in the grip of inflation and need to emphasize austerity in
the years to come.

In areas including other economic sectors and certain economic activi-
ties where it is difficult for the state to directly control income distribution,
the main problem remaining is that a small number of people engage in il-
legal profiteering. To solve this problem we need to strengthen government
authority and functions so that we can exercise supervision and regulation
through legal, administrative and economic means.

First, we need to rectify the economic order, and especially the distri-
bution of goods. At the same time as we clear up problems concerning all
kinds of companies, exercise sound supervision over markets and prices,
and reorganize and improve the distribution of key goods, we need to
study and solve six problems concerning income distribution: supervision
of income of enterprises earned in tertiary industries and horizontal in-
tegration activities; supervision of income from technology transfers and
technical consulting, services and training; supervision of the personal in-
come of all types of employees; supervision of workers who have second
jobs or find new jobs after retiring; supervision of self-employed workers;
and supervision of newly established companies. Of these problems, it is
particularly important to increase oversight and supervision of the business
activities and income of self-employed individuals, and increase control
and supervision over the income distribution of all kinds of companies.
We need to enact new and improve existing laws, regulations and policies
dealing with these issues, establish market rules, set limits on the business
scope and methods of all types of businesses, and propound effective
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measures for rendering income distribution from all manner of economic
activities more transparent and for supervising and regulating such distri-
butions. We need to promptly implement trials of reporting taxable income
for employees of Party and government bodies and some high-income
professions in large and medium-sized cities, make individual income more
transparent, and further improve the work of collecting the adjustment tax
on personal income. Administrations for industry and commerce and tax
bureaus need to put more effort into strengthening their staffs, conscien-
tiously fulfill their responsibilities, strictly enforce the law, strengthen their
coordination with all relevant areas of society, and do a good job supervis-
ing the market and collecting taxes.

Next, we need to give high priority to establishing a system of clean
government and concentrate our efforts on firmly and promptly investigat-
ing and punishing illegal activities in which cadres abuse their power for
personal gains or peddle their influence, such as by engaging in corruption,
bribery and extortion. We need to strictly ban and firmly crack down on all
illegal business activities. We should confiscate all illegal income and also
impose heavy fines. We should strictly punish serious economic crimes
in accordance with the law, and we must never treat offenders leniently.
At the same time, we need to carry out extensive publicity and education
campaigns throughout society to deeply implant in people’s minds the
principles of performing official duties honestly, doing business legally and
paying taxes as required by law.

In short, we need to resolutely protect lawful income, reasonably regu-
late exceedingly high income, and strictly crack down on illegal income.
From the long-term perspective, in order to eliminate inequities in social
distribution we need to gradually establish an elastic employment system
and give workers basically equal opportunities to compete. Corresponding-
ly, we must establish a sound social security system. We cannot accomplish
this all at once, but we must strive to make progress in this direction.

' Cf. Karl Marx, “Capital” in Karl Marx and Frederick Engels, Collected Works, Eng. ed., Interna-
tional Publishers, New York, 1996, Vol. 35, p. 54. The original text reads, “Skilled labour counts only as
simple labour intensified, or rather, as multiplied simple labour, a given quantity of skilled being consid-
cred equal to a greater quantity of simple labour.”
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When this plenary session of the Central Committee elected me a

member of the Standing Committee of the Political Bureau and General
Secretary of the Central Committee, I was not mentally prepared. I lack
experience in the full range of the work of the Central Committee, and
I strongly feel that the burden is heavy and that I may not be up to the
task. However, the decision has now already been made at the Plenary
Session, and I thank all of you comrades for your confidence in me. [ am
resolved to work closely with you all, study hard, increase my investiga-
tions and studies, and do my utmost to carry out all my work well and
live up to the expectations of the older generation of revolutionaries and
all of you comrades.

Our Party has already devised a line and a series of basic policies for
building socialism with Chinese characteristics. Generally speaking, as
Comrade Deng Xiaoping has repeatedly pointed out and recently reempha-
sized, we must set economic development as our central task and uphold
the Four Cardinal Principles and the reform and opening up policy. This is
the fundamental and firm foundation for our confidence in our ability to
do our work well. The central leadership has made a number of person-
nel changes, but the line and basic policies the Party has followed since
the Third Plenary Session of the Eleventh Central Committee have not
changed and we must continue to implement them. On this most basic is-
sue, | wish to make two points perfectly clear: one, we will implement them
firmly and unswervingly; and, two, we will implement them in their entirety.

In his recent several speeches, Comrade Deng Xiaoping has expressed
his eager expectations for the new central leadership. It is my profound be-
lief that if we are to do our work well, we must first fully develop intra-Par-
ty democracy and rely on the wisdom and strength of the central collective
leadership and on the support and oversight of all Party members and the
people. Moreover, we are favored by the very fortunate circumstance that
Comrade Deng and other revolutionaries of the older generation are still
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in good health. We must nevertheless not disturb them with routine mat-
ters but, when we encounter major issues, we can solicit Comrade Deng’s
advice and listen to the recommendations of the other older revolutionar-
ies at any time. The rich experience governing the Party, the country and
the army they accumulated and the great prestige they acquired in the long
years of revolutionary struggle and national construction constitute a pre-
cious asset of the Party and are still of signal importance for the work of
our new collective leadership.

This plenary session has been very successful. At this meeting we have
not only correctly handled the problem of Comrade Zhao Ziyang,' but
also made an initial review of the lessons learned, and examined and delib-
erated many important problems.

Recently, Comrade Deng has delivered several important speeches,
and various other older comrades have also made addresses; these contain
practical guidance and are of far-reaching historical significance for all the
work facing the Party, now and hereafter. In the third part of the report of
the Enlarged Meeting of the Central Committee’s Political Bureau, which
Comrade Li Peng’ submitted to this session on behalf of the Political Bu-
reau, preliminary arrangements have been drawn up for our present work;
in these I entirely acquiesce. These speeches have inspired me to share
some views of mine with you here today. | have only just begun to work
for the Central Committee and my understanding of the situation is still
limited, so I request that you comrades please critically point out anything I
may say that is incorrect.

Thoroughly quelling the counterrevolutionary rebellion is the primary
political task at present. Looking at this rebellion in retrospect, it is hard to
conceive what might have happened had it not been for the resoluteness of
Comrade Deng and other older revolutionaries and the bravery and self-
sacrifice of the members of the People’s Liberation Army (PLA), People’s
Armed Police Force and public security police. We will definitely ferret
out and expose all political conspiracies that gave rise to the disturbances
and rebellion, and we will not stop halfway. As for the conspirators who
plotted, organized and led the disturbances and rebellion, and the counter-
revolutionary hooligans who participated in them, they must be strictly
punished in accordance with the law. We must crack down firmly and show
them no leniency. As for those who merely became drawn into the distur-
bances and rebellion in varying degrees, we need to do more to educate
and divide them and win them over through education. As for the young



56 SELECTED WORKS OF JIANG ZEMIN

students and others who committed errors in word and deed because they
failed to comprehend the true situation, we need to help them review the
lessons from this experience and thereby improve their understanding. We
must promptly formulate a series of specific policies in order to strictly dis-
tinguish between and correctly deal with these two different types of prob-
lems. Local authorities need to properly handle matters on the basis of the
actual situation in their localities. In short, we need to work decisively and
painstakingly to concentrate on cracking down on the tiny number of prin-
cipal offenders and unrepentant diehards and exert ourselves to the utmost
to expand the breadth of education and unity.

Party organizations at all levels and all Party members need to deeply
ponder two questions: Where is the main lesson to be learned from the
outbreak and spread of the disturbances and rebellion? And how can we
thoroughly eradicate the ideological, political, economic and social factors
that generated them and ensure the long-term stability and peace of the
Party and nation? If these questions are well resolved, the fruits of the
revolution, construction and reform can be fundamentally consolidated
and developed.

Actively yet steadily developing the national economy in accordance
with the three-step development strategy decided upon by the Central
Committee and Comrade Deng will always be the central task in our mod-
ernization. In developing the economy, we need to get education, science
and technology to fully play their role. In the final analysis, the key to mak-
ing the country prosperous and enriching the people is economic strength.
In essence, international competition is competition in economic strength.
If the economy develops and the country becomes powerful, we will have
the strength to withstand any natural or social perturbation and to resist
any external threat or pressure, and we will be able to rejuvenate our nation
and make a greater contribution to humanity.

At present, our most pressing economic tasks are to continue to im-
prove the economic environment, rectify the economic order and deepen
reform in adherence with the principles decided upon at the Third Plenary
Session of the Thirteenth Central Committee. Party committees at all
levels shall firmly support the measures the State Council has already for-
mulated and those it will formulate, and ensure their implementation. All
Party members shall spare no effort in recovering from the losses incurred
during the disturbances and rebellion.

At the same time that we develop diverse economic sectors, we need
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to do everything in our power to invigorate large and medium-sized SOEs.
They are the backbone and foundation of our country’s socialist economy.
We need to wholeheartedly rely on the working class. Nothing can be ac-
complished without workers’ enthusiasm, creativity and sense of responsi-
bility as masters of their country.

Ten years of reform and opening up have changed the face of China’s
economic and social activity and infused the country’s socialist cause with
vibrant vitality. We need to continue to carry out reform and opening up
even more effectively and do this work faster and better.

Comrade Deng is the chief architect and leader of reform and opening
up. The reform and opening up that he has championed and that we have
been implementing are reform and opening up that keep to the socialist
road and uphold the people’s democratic dictatorship, the leadership of the
Communist Party, Marxism-Leninism and Mao Zedong Thought. This is in
stark contrast to the “reform and opening up” that are advocated by those
who stubbornly promote bourgeois liberalization, and take the imple-
mentation of Western capitalism as their objective, renounce the people’s
democratic dictatorship and the leadership of the Communist Party, and
deviate from and discard Marxism-Leninism and Mao Zedong Thought.
The core of this conception of “reform and opening up” is the embrace
of capitalism. Of course, this is something the Party and the people abso-
lutely cannot permit.

One very serious mistake committed by Comrade Zhao was to sever
reform and opening up from the Four Cardinal Principles and place them
in opposition to each other. He in fact deviated from and discarded the
Four Cardinal Principles, and incited and abetted the spread of bourgeois
liberalization. This fermented the recent disturbances and rebellion, which
inflicted a great disaster on the Party and the state. This negative manifesta-
tion was a startling wake-up call. We must never forget this profound les-
son learned at such great cost.

At the same time as we hasten to promote socialist material progress,
we must promote socialist cultural and ethical progress with the same ur-
gency and decisively redress the situation in which focus on the former
comes at the expense of the latter.

For several years, people’s material sta