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SEIZE THE OPPORTUNITY, USHER IN THE NEW TECHNOLOGICAL REVOLUTION
Beijing RED FLAG in Chinese No 6, 16 Mar 84 pp 2-5
[Article by Ma Hong [7456 3163]]

[Text] Today, an upsurge of a new technological revolution has appeared in
the world. In the industrially developed states such as the United States,
Japan, and the European countries, voluminous articles and publications have
been written touching on this phase of development, offering diversified
viewpoints and sounding various calls which have, in varying degrees,
reflected the development and use of new information technologies (includ-
ing microwave technology, optical fiber, and so forth), biological engineer-
ing, new types of materials, new energy resources and oceanological develop-
ment. This is well worth our attention.

The emergence and development of new technologies and new industries have
given birth to doctrines of all shades and forms on social sciences among
Western capitalist scholars. We should earnestly analyze the different
theories of these scholars on the basis of Marxist stand, viewpoint, and
methodology, and absorb those things that conform to science but reject those
that are unscientific. These Western scholars, perfectly aware that the
capitalist society is in an extremely precarious state and being anxious to
show or explain that capitalism will not necessarily perish, have placed
their hopes on a new technological revolution or industrial revolution usher-
ing in a "marvelous and new era" and enabling capitalism to last forever.

Our attitude must therefore be scientific, analytical, and critical. Never-
theless, concerning their forecast that the scientific revolution will score
a major breakthrough, and that it will bring about a development in the social
productive force, and new changes in social life, it is indeed worthwhile
noting and deserves to be studied seriously. Moreover, we should, based on
the actual conditions of our country, formulate the relevant countermeasures.
If we can grasp this opportunity, and, in accordance with the concrete state
of our country and our available conditions, selectively use the fruits of
the new technologies and speed up our economic development, we can narrow
the gap between ourselves and the developed countries in economy and tech-
nology; otherwise, if we lose the opportunity, the gap between us and the
world's advanced level will be widened.



In the face of the rise and development of new technologies and new indus-
tries in the world, we can take different kinds of attitudes: First, we may
consider these new technologies and new industries as being still far away
and hence be little concerned with them, in fact close our eyes to them, and
fail to understand and even not wish to understand the situation at all; or
second, we may be anxious for results, anxious to adopt at once all the new-
est technologies and develop the newest industries, paying no regard to the
actual national condition, divorcing ourselves from reality, and acting
blindly; third, we can give proper regard to reality, note the direction of
the new development, and, in accordance with our needs and capability, fully
utilize the new technologies to develop our own economy and technology. The
last-mentioned attitude, a Marxist one, should be the one for us to adopt.
Briefly, it is: Seize the opportunity to receive the new technological
revolution.

History has told us that there has always been an imbalance in the develop-
ment of the productive force and scientific technology of the human society.
The advanced may not always remain advanced, while the backward may not
always stay backward. There have been numerous instances of the advanced
becoming backward, the backward becoming advanced and those behind catching
up with those in front both now and in ancient times and in this country and
abroad. This may be said to be a law in itself. 1In the prolonged process
of the industrialization of the capitalist countries, Britain used to be in
the leading position but was later surpassed by the United States and
Germany. In recent years, in certain respects, Japan has surpassed the
United States. At present, in the development of new technologies in the
fields of information technology, biological engineering, and new industries,
Britain and certain West European countries have, generally speaking, fallen
behind the United States and Japan. Facts have shown that if relatively
backward states can adopt an appropriate economic development strategy and
technological policy, they can, in subsequent development, take a leading
place. Although at present our country is still in a relatively backward
state, it hardly means that we shall be backward forever.

In the high tide of the new technological revolution, if we can promptly
grasp the opportunity and utilize the advantageous conditions, we can surely
speed up our development and be able to narrow the gap between us and the
developed countries in economy and technology and catch up or surpass the
world's advanced level. Naturally, we must be practical and realistic in
carrying out our country's economic construction, cannot violate the laws of
historical development, and cannot skip at will the development stages that
we must pass through, in the vain hope that modernization can be realized
all at once. In this connection, we must learn from the past lessons
derived from the so-called breakthroughs on a nationwide basis which called
for accomplishing in only a few days the movement to realize the '"ultrasonic
wave,'" '"piping and tubing,'" and the "agricultural mechanization' projects.
By no means should we become hot-headed. But neither should we proceed at a
snail's pace, or follow others in starting everything from the beginning.

We have already buillt a definite foundation in economy and technology. The
current enforcement of the policy of opening up our foreign relations can,
in a planned manner, introduce for us certain useful new technologies. In



this way, it may be possible for us, in certain definite areas and without
going through the traditional industrial technological stages, to directly
use relatively advanced technological results, such as microwave apparatus,
laser, optical fiber and other new techniques. On the side of agriculture,
special attention should be given to the use of new technologies such as
genetic engineering the sector of biological technology. A study of the
concrete conditions in our country will reveal that by the end of this
century, the technological production structures in our country will still
be on many levels--some using automation in operation, some mechanized,

some semimechanized while some will still have to depend on manual labor.
Our target is to enable our country's production technological level by the
end of this century generally to reach the level that existed in the world's
advanced countries at the end of the 1970's and the beginning of the 1980's.
At the same time, the technology and craftsmanship of certain of our depart-
ments and of certain projects are to reach, by that time, the world's
advanced level.

In recent years, Western economy has for a prolonged period been in a state
of "stagflation." Various traditional industries such as iron and steel,
textiles, shipbuilding and motor-car manufacturing are all falling off,
sinking like the setting sun. Various developed countries, including some
newly risen and semi-industrialized countries and regions are all striving
to be the first to develop new technologies and build new industries to find
a way out, concentrating their major effort on undertaking the newest tech-
nologles and the newest industries. However, certain traditional industrial
products are not only sorely needed by our own country but are indispensable
to the developed countries and developing countries as well. On our part,
we should still grasp the opportunity and do an even better job of producing
them, increasing their varieties, improving their quality, and lowering
their cost of production. In this way we shall be able not only to meet our
internal needs but also to export some of the products.

Following the adoption by the developed countries of new technologies such
as microwave machines and others, certain labor-intensive industries will
use new machines to replace manpower, and there will be no need to transfer
some of the jobs to people in the developing countries. In addition, due to
the use of new technologies, the dependence for material resources which the
developed countries used to place on the developing countries will undergo
changes to a certain degree. This will mean that certain of the superior
points which developing countries are now enjoying (such as relatively
larger and cheaper labor power, relative abundance in resources of the
initial grade, and so on) will be curbed in varying degrees. In fact, we
are currently facing the same situation. Hence, we must tightly grasp the
opportunity and adopt the necessary countermeasures, otherwise we shall meet
with many more difficulties in the days to come.

At the present stage of our soclalist modernization program, we must as soon
as possible formulate appropriate development strategies to meet the new
situation. We must adopt correct policles and, in accordance with all
possible conditions, absorb as many of the advanced technological results as
possible, and speed up the healthy development of our economy and technology.



As for the development strategies for our economy and technology, we may
gelect from several of the following:

First, the "copying" strategy. Whatever road others have taken in the past,
we will follow today. Be it the road that the Soviet Union took or that
taken by the Western countries, we will take the same road, that is, copy
exactly their development strategy. For example, just as the West has said,
following the completion of the so-called "third industrial revolution," we
shall likewise begin the "fourth industrial revolution." Or, we may say,
after passing through the development stage of the traditional industries,
we shall enter into the development stage of the newly rising industries.

Second, the "catch up and surpass" strategy. This is what we adopted some
time ago--the method of the ''do a crash job" movement. It is also one that
demands that within a relatively short period, in the main and even in
everything, we catch up and surpass the level of the developed countries.

Third, the "closed-door" strategy. This implies the principle of "self-
reliance and regeneration" within the country, holding that in everything,
we shall start from the beginning, and that we not only refrain from
adopting, but also categorically reject, foreign advanced technologies. We
have already adopted this strategy once before.

Fourth, the '"creating new' strategy. We do not follow the road taken by the
developed countries, nor endeavor to '"catch up" in everything, nor start
everything from the beginning on the principle of "self-reliance and regen-
eration.”" On the contrary, we obey our national condition, fully utilize
the advantageous opportunity of the moment and all available conditionms,
directly adopt the new technologies suitable to our needs to restructure our
existing industries, and, on this basis and taking this as the starting
point, appropriately develop new industrial branches.

Based on past experiences, of the four above-mentioned strategies, we should
select the fourth one. In so doing, and in accordance with our national
condition, we should attach special attention to the following points:

1. We have a population of 1 billion, of whom 800 million are peasants.
The most important consideration is that each of these 1 billion people
should have his own role to play and that his positive and creative quali-
ties should be fully tapped so as to create more wealth for society and
maintain our economic prosperity and social stability. At the same time,
we should consider that we started from a poor foundation, that we are
relatively short of capital, and that our strength in technology is also
relatively weak. Hence, we must, on the one hand, under all possible con-
ditions develop capital-intensive and information-intensive industries and
must, on the other hand, pay attention to developing labor-intensive indus-
tries, particularly a combination of labor-intensive and information-
intensive industries, to create products that have distinctive Chinese
characteristics and are competitive in the markets. The proportion of the
three above-mentioned types of industries should follow our country's con-
crete conditions. We cannot copy wholesale the patterns of the developed



countries. At the same time, we have a vast territory. The various locali-
ties are extremely uneven in economic development. Hence the proportion of
the industries cannot be alike in all the localities. We should not all
follow the same pattern.

2. Our country has a large number of medium-sized and small enterprises.

A large number of the enterprises are scattered in the countryside (at
present our country has about 400,000 industrial and transportation enter-
prises; plus the number of enterprises in the countryside, the total number
exceeds over 1 million). Hence, we must develop those techniques that can be
utilized by medium~-sized and small enterprises, specialized households and
households doing specialized jobs and in small towns and sideline occupa-
tions. We cannot take the urbanized road of a capitalist society, and
concentrate, in the large and medium-sized cities, the several hundred
millions of people in the countryside. It is necessary for us to develop
industries in the countryside and have industry and agriculture combined,
developing what Engels called villages with urban and rural superior points,
that is, urbanization of the rural villages.

3. We must stress the development of those techniques that yield good
economic results and are urgently needed by the country. We can depend on
good economic results to accumulate funds for the development of new tech-
niques, and again utilize these funds to further develop new techniques, in
other words, depending on developing new techniques to further develop new
techniques. Naturally, concerning those important projects that are

urgently needed, investments must be made by the state but we must not

solely depend on the state for everything. Only in this way is it advantage-
ous to the speedy realization of the strategic targets fixed by the 12th CPC
National Congress.

4. It is necessary to start from the existing condition of the national
economy and employ those new techniques that are compatible with the present
productivity and the productivity in the near future. We cannot divert from
the present productivity, nor stay put at the present level, but must
facilitate its improvement.

5. We must adopt those techniques that can rationally utilize resources,
call for less investment but may economize on the use of material and
energy. Although our country has a vast territory and is proverbially rich
in resources, yet, on a per capita basis, our resources are by no means
really rich. 1In fact, concerning certain resources we are below the world's
average level. Therefore, we must treasure the resources and energy, and
not waste them, but must by all means adopt those techniques that call for
less investment but can economize on the use of material and energy.

6. We must strengthen the training of professionals and develop intellectual
resources so as to raise the cultural and scientific standards of the nation
as a whole. Existing staff members and workers, particularly engineering

and technical personnel and management personnel, should pay special atten-
tion to updating their knowledge and seek economic results from knowledge,
technology, management and information.



7. We must organize groups of superior and technical personnel to master
newly emerging technologies for which China already has some grounding so
that we can speedily grasp and apply those new techniques with the most
important significance in the national economy.

8. It is necessary to study foreign trade work which conforms to the new
situation and to plan and manufacture competitive export commodities, so as
to raise even more foreign exchange funds for the purpose of developing the
new techniques.

Many of the results in the world's development of new techniques and new
industries are suitable for our adoption and many of them we can readily
grasp after making some efforts and within a short space of time. This is
true not only of the industrial sector but also of the agricultural sector.
For example, take the case of genetic engineering in biological technology.
As everybody knows, bean crops such as soya beans and peanuts, because they
possess nitrogen-fixing nodule bacteria, can yield good crops despite a
scanty application of fertilizer. According to incomplete statistics, each
year the volume of nitrogen fixed in living organisms worldwide is about 175
million tons, equivalent to 200 to 300 percent of the gross volume of the
world's output of nitrogenous fertilizer. On the other hand, crops such as
paddy, wheat, and corn planted in our country, because their roots lack
nodule bacteria, require the application of a large amount of nitrogenous
fertilizer in order to have a high yield. Now, with the progress made in
genetic engineering technology, some scientific research workers are study-
ing the possibility of transplanting the nitrogen-fixing gene to the roots
of paddy, wheat, and corn plants so that they can generate the functions of
nitrogen-fixing and thus provide these crops with nitrogen. They are also
studying how to directly transfer the nitrogen-fixing gene to the gene
structure of unicellular crops, thereby producing new varieties of farm
crops which can provide themselves with nitrogen-fixing. If this new tech-
nique in genetic engineering can be put to actual use in our country, it
will embody an important and realistic significance in developing our
country's agriculture and animal husbandry, in economizing on the use of
energy, and in soll and water preservation and environment improvement.
Following the successful experimentation on the planting of hybrid rice in
our country, the yield of this new variety of rice has been high over a
rather extensive area. Hence, if the other experiments mentioned above

can be successfully carried out, they can be put into actual operation on

a large scale. This is not something far in the future. Naturally, we must
also note the complex nature of genetic engineering and the possibility of
the harmful organisms it may bring to the human race. We must of course
prevent the occurrence of a problem of this kind.

Our country has a rather weak economic foundation. In general, our produc-
tion techniques are behind the advanced level in foreign countries by
several tens of years. In the country as a whole, the scientific and cul-
tural level of the vast masses of people is not high and, in the work of
developing new techniques and new industries, we still suffer from such
drawbacks as shortages in capital funds, material resources and technique
equipment and also backwardness in the system of management. However, we



still enjoy many advantageous conditions. Over the past 30 years we have
built up a fairly complete industrial and economic system and have made
considerable progress in training our own scientists and technicians and
mastering production technologies. For example, in the fields of com-
puters, microwave technology, optical fiber information, laser technique,
genetic engineering, raw materials and new forms of energy, a certain

amount of research has been done and progress has been made in using them.
These are favorable conditions for applying new technologies in certain
branches of the economy. Moreover, there is another even more important
condition--a basic one--we have a superior socialist system, the theoretical
guidance of Marxism-Leninism-Mao Zedong Thought, and the party's strong
leadership and its correct policies and guidelines since the 3d Plenary
Session of the 1lth CPC Central Committee. We are entirely capable of
arousing to the maximum degree the enthusiasm of people of the whole nation,
fully organizing the whole country's technical personnel, material resources,
technology and financial power, and accomplishing many big things which the
capitalist countries are unable to accomplish within a relatively short
period of time.

The great Chinese people are a diligent, brave and sagacious race, possessing
the will and capability to stand independently among the world's peoples.

In the high tide of the development of new technologies and new industries

in the world, we are entirely capable of seizing the opportunity, developing
ourselves, realizing at an early date the gigantic strategic targets for the
long-term development of the country formulated at the 12th CPC National
Congress, and building a socialist modern power with special Chinese charac-
teristics.

CSO: 4004/70



FURTHER DEVELOP COMMODITY PRODUCTION AND INCREASE COMMODITY CIRCULATION
Beijing RED FLAG in Chinese No 6, 16 Mar 84 pp 6-12

[Article by Tian Jiyun]

[Text] I. A New Situation Facing Commercial Work

Since the 3d Plenary Session of the 11th CPC Central Committee, the political
and economic situation in our country 1s getting better and better. Since

we have implemented correct policies, public feeling has become calm, and
industrial and agricultural production has continued to develop. The changes
in 1983 were more gratifying. However, the present situation i1s more pressing.
The reason why we say so 1s that development of production, commodity produc-
tion in particular, has set new and stricter demands on commercial work.
Circulation cannot be separated from the overall economic situation. What
changes have taken place in the present economic situation?

1. Development of national economy has been speeded up. We have had bumper
harvests for years running, and have continued to increase industry.

According to initial statistics, total output value of industry and agricul-
ture of the whole country in 1983 reached 890 billion yuan. This means we
have overfulfilled by 2 years the 1985 quotas set by the Sixth 5-Year Plan.
In the last 3 years, the annual average growth rate of the total output
value of industry and agriculture 1is 7.3 percent, exceeding the growth rate
set by the Sixth 5-Year Plan.

The situation in agriculture is particularly gratifying. In 1983, total
grain output throughout the country reached 760 billion jin or so, an
increase of more than 50 billion jin over 1982. Total output of cotton
reached about 90 million dan, an increase of more than 18 million dan over
1982. This was an unprecedented bumper harvest. With good harvests of both
grain and cotton, people are well-fed and well-clothed. People have ease

of mind and society is stable. Under such circumstances, it will be easier
for us to do our work.

The situation on the industrial front is also encouraging. Total industrial
output value in 1983 was 10.2 percent higher than 1982. Light industrial
output value increased by 8.4 percent, whereas heavy industry increased by



12.1 percent. Of 100 kinds of products, production quotas for 86 were over-
fulfilled. Total production output of energy, which plays a decisive role
in national economy, increased by 5.1 percent.

The development of agriculture, energy, and basic industry has provided new
conditions for the development of the entire national economy in the future.

2. Commodity production in the rural areas has increased by a large margin.
Agriculture in our country is being transformed from self-sufficient and
semi-self-sufficient production into commodity production. This transforma-
tion is an inexorable historical trend, and a historical progress. It has
provided our entire economic life with new vitality.

The commodity rate of agricultural and sideline products has greatly
increased. Since 1978, the average annual purchase rate of agricultural

and sideline products in society has increased by 17.6 percent. The pur-
chase rate in 1983 was 15.9 percent higher than in 1982. By the end of
January 1984, the whole country had purchased 185.9 billion jin of grain.
There are more than 400 counties throughout the country whose individual
sale amount of grain has exceeded 100 million jin. Some provinces, which
imported grain from other provinces for a long time in the past, have now
become grain exporters. Various kinds of specialized households, which
appear as commodity producers, have demonstrated their vitality in the
development of commodity production. At present, there are more than 24
million specialized households of all kinds in the rural areas throughout
the country, accounting for more than 13 percent of the total peasant house-
holds. There are a number of specialized households engaged in grain produc-
tion whose individual sale volume of grain has exceeded 10,000 jin. 1In
Hejiang Prefecture of Heilongjiang Province alone, there are more than

8,500 peasant households whose individual sale volume of grain exceeds
10,000 jin,

There has also been a rapid increase of commodity cotton. By the end of
January 1984, purchase volume of cotton throughout the country had reached
87.05 million dan, an increase of more than 20 million dan over the same
period in 1983. In cotton-producing areas, it is a common occurrence that
a household can sell more than 1,000 jin of ginned cotton to the state.

3. The incomes and purchasing power of people in urban and rural areas have
increased, and the needs of consumers have changed.

Since 1978, peasants have rapidly increased their incomes. In 1983, per
capita incomes of peasants throughout the country already exceeded 300 yuan,
an increase of more than 100 percent over 1978. There are a number of
peasant households whose individual incomes reach 10,000 yuan. There are
also a number of production brigades in which per capita incomes of

peasants exceed 1,000 yuan, and a number of counties in which per capita
incomes of peasants exceed 500 yuan. In addition, a small number of locali-
ties in coastal areas have basically reached a well-off level. Savings in
rural areas have continuously increased. The total amount of various
deposits in the rural areas in 1983 increased by 19.6 percent over 1982.



The average individual savings for peasants is 38 yuan. Each individual
peasant has on average 43 yuan of cash. In other words, the average poten-
tial purchasing power of each individual peasant is 81 yuan. Incomes of
workers and staff members in cities and towns have also generally increased
in recent years.

The increase in the incomes of people in urban and rural areas has also been
reflected in the increase in the sale volume of commodities and the change
of the structure of demands. In 1983, the total retail sale volume of
commodities in rural areas reached 166.4 billion yuan, which was a record
high. It was an increase of 12.4 percent over 1982, and an increase of 110
percent over 1978. 1In the recent 5 years, the total retail sale volume of
commodities in rural areas has increased by 19.4 billion yuan over the
accumulated volume of the past 26 years.

When peasants have basically solved the problem of eating and clothing them-
selves and have surplus money, what do they desire and require? According
to surveys made by various quarters, the first thing they want to do 1is to
purchase capital goods in order to expand reproduction. After that, they
intend to improve their l1living conditions, repair and build houses, and buy
furniture. They also have higher demands in their material and cultural
life. Peasants in some rich areas and those who have got rich first have
paid attention to "living commodiously, eating nourishing food, wearing
beautiful clothes, and using high-quality goods.'" Some peasants have
bought commodities which they seldom bought in the past, such as beer,
high-quality cigarettes, sofas, household electric appliances, motorcycles,
and so forth. The level of commercialization of the means of livelihood of
peasants has gradually increased. Natural economy characterized by self-
production and self-processing has also changed. In addition, people in
urban and rural areas have changed their demands in livelihood.

Due to the increase of the circulation amount of commodities in the society
and prosperous economy in both urban and rural areas, some reforms have been
carried out in the circulation field. Gratifying achievements have been made
in this respect. For example, the number of commodity circulation channels
and commercial networks has increased. Collective commerce and individual
commerce have considerably developed. Initial results have been achieved in
the reforms of supply and marketing cooperatives. Most of the basic-level
supply and marketing cooperatives are carrying out the work of clearing up
and expanding shares, drawing extra dividends, and conducting democratic
election. There are fewer kinds of agricultural and sideline products
covered by central and assigned procurement plans of the state. After ful-
filling sale quotas of products covered by central and assigned procurement
plans of the state, multichannel and transregional business is allowed in
many localities.

In recent years, the broad masses of workers and staff members on the com-
mercial front have bought agricultural and sideline products as well as
industrial goods from millions of peasant households and tens of thousands
of enterprises, and have supplied commodities needed by industrial and
agricultural production and by the people in urban and rural areas in their

10



daily life. 1In particular, since the implementation of the responsibility
system based on output, the purchase of agricultural and sideline products
and the settling of accounts are carried out on the basis of households.

The work load of workers on commercial fronts has been increased manyfold.
The work of purchasing cotton and grain is frequently carried out in winter.
When the weather is cold and the ground is frozen, it is particularly
strenuous to work in the open air. Very often, they have to work for more
than 10 hours a day. They have suggested ways and means to enliven urban
and rural economy. They work hard and have made great contributions. All
these should be fully affirmed.

However, generally speaking, the present commodity circulation is incompati-
ble with the rapid development of commodity production. Our previous system
of commodity circulation was based on limited commodity production. Many
regulations and methods were devised on a limited basis. For a long time

in the past, those comrades engaged in commercial work, and those comrades
engaged in the business of agricultural products 1in particular, very often
feared that the amount of agricultural products was insufficient. They also
feared that they could not purchase sufficient products from peasants and
that certain goods would be out of stock. They worried about an insufficient
supply of goods. 1In a word, they were seized with a "morbid fear of
shortage.'" Since the 3d Plenary Session of the 1lth CPC Central Committee,
fundamental changes have taken place in the entire economic situation--the
economic situation in the rural areas in particular. Production has consid-
erably developed and goods supplies have been gradually increased. However,
we should soberly realize that the present supplies are "ample'" only in
comparison with the previous level. The present level of the supplies of
certain kinds of goods is still low on a per capita basis. For example, per
capita supply of grain is only 700 jin, cotton 9 jin, tea 5 liang (excluding
tea for export), and edible vegetable oil is 7 jin. The present level is
very low in comparison with that of economically developed countries. Com-
pared with a number of developing countries, it is also low. Only peasants
in a small number of localities are still living a hard life. Why do the
difficulties in buying and selling occur? There are a number of reasons
contributing to this. The fundamental reason is that circulation channels
are impeded and that commodity exchange is not developed. There exist the
problem of international trade (helping supply each other's need) and the
problem of commodity exchange at home. The problem of commodity exchange at
home is the fundamental one. With regard to some goods, the supplies in some
localities might be sufficient, whereas the supplies might fall short of
demand 1n some other localities. Some goods are overstocked in certain
localities, whereas they are out of stock in some other localities. At
present, the supplies of certain products are sufficient, but they will
dwindle in the long run. To develop commodity economy, we should promote
exchange. Producers should give play to their strong points in production,
and make up for each other's deficiencies from each surplus through exchange
of equal value. Therefore, basically speaking, to overcome difficulties in
buying and selling, we should start with dredging the circulation channels,
and developing commodity exchange. The changing of fear of shortage into
fear of surplus should be avoided. If we are seized with '"morbid fear of
surplus,"” we will restrict the development of production, and repeat the
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previous mistake of "arbitrarily cutting the surplus and hurriedly making up
the shortage." Of course, overcoming difficulties in buying and selling
involves a series of problems, such as insufficient commercial facilities,
poor transportation, foreign trade, management system, quality of enter-
prises, administration and management, and prices in particular. All these
problems should be comprehensively and systematically studied, and gradually
solved.

We should realize that the problem occurring in the field of commodity circu-
lation is a contradiction arising on the path of advance, and a reflection

of the present favorable situation. We should enthusiastically adopt an
active attitude to study the new situation and solve new problems so that

we will greatly promote the development of commodity production, and ensure
that commodity circulation suits the demand of the new situation more
effectively.

II. Taking Up the New Challenge

In the face of the new situation and new problems, how should we carry out
our commercial work? Should we go with the tide of development, make the
best use of the situation, and take up the new challenge? Or should we,
following the beaten path, retain what is old and outworn, stick to the old
way, and be indifferent to the changing situation? The broad masses of
cadres and staff members on the financial and commercial form should get a
correct understanding of the present situation, and be determined to carry
out the reforms, uphold the spirit of working enthusiastically, and be firm
and indomitable in promoting the reform to take up the new challenge.

1. Leaders at various levels should further emancipate their minds, and
enhance their understanding of the importance of developing commodity
production.

Vigorously promoting commodity production is needed in order to speed up
socialist modernization. At the present stage, the development of com-
modity economy in our country is an objective and inexorable trend, and
independent of man's will. At present, we should grasp this main link in
the work, actively stimulate commodity circulation, and promote the develop-
ment of commodity production. The viewpoint of fearing the development of
commodity production and equating commodity production with capitalism is
completely wrong. We should further eliminate the "leftist'" ideological
influence in this respect. In the face of historical changes in rural
economy, leaders at various levels should restudy to solve the problems of
lagging behind in ideological understanding, scientific and technical
knowledge, and work style and methods. Some of them think that a great
number of methods can be adopted to deal with the problem of insufficient
supplies of goods, but it is hard to handle the problem of surplus supplies.
They also think that things could be easily done when the country was still
poor, but it is difficult to deal with the problems when people have got
rich. To carry out socialist modernization, we should free ourselves from
the fetters of natural economy, vigorously expand commodity production, and
develop commodity circulation. If we are still fettered by the old
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conventions of the natural economy, it is impossible to promote economic
construction, and realize the four modernizations. At present, commodity
circulation is a weak link in the process of the reproduction of the
society. The central authorities have decided to take dredging circulation
channels and developing commodity production as a focus of rural work for
this year. It is a very correct decision. We should effectively develop
commodity circulation, establish closer ties between industry and agricul-
ture, bring about a prosperous urban and rural economy, and improve people's
livelihood.

Modern large-scale agriculture includes not only farming, forestry, animal
husbandry, side-occupations, and fishery, but also various kinds of services
provided before and after production. We should not treat modern agricul-
ture from a traditional view on agriculture. In some industrially advanced
nations, agricultural enterprises include companies which provide service
items including seeds, fodder, fertilizer, agricultural chemicals, irriga-
tion, plant protection; various kinds of specialized companies which deal
with items including purchase, processing, storing up, and transport of
agricultural and sideline products; manufacturing industries of food, non-
staple foods, and beverages which use agricultural and sideline products as
their main raw materials, and textile industry which uses natural fabrics

as its raw materials. To carry out modernization in agriculture, we should
establish a viewpoint of building up large-scale agriculture. In the last 2
years, we have reaped a record harvest of grain and cotton, and have con-
siderably developed diversified economy. However, our progress in forestry,
animal husbandry, side-occupation and fishery is comparatively slow, the
present state of single-product economy has not yet been changed, and
services provided before and after production are still lagging behind.

To enrich villages as fast as possible, we should further carry out rational
structural reforms in agriculture. Under the guidance of the principle of
"firmly grasping grain production and actively developing diversified
economy," we should vigorously promote all-round commodity production in
agriculture, forestry, animal husbandry, side-occupations and fishery.
Leading comrades in various areas and departments should grasp commodity
production, commodity circulation, and various kinds of services provided
before and after production. They should proceed from the situation taken
as a whole to strengthen their leadership over the development of commodity
production. The faster they solve these problems, the greater the benefits
they will derive and the greater the initiative they will gain in work.

2. We should attach more importance to market demands, and produce more
goods needed by people in the urban and rural areas.

At present, difficulties in buying industrial goods and capital goods in
particular have generally occurred in the rural areas. All these should be
attributed to the problems of production and circulation. Basically speak-
ing, this 1is a problem of production. At present peasants have asked the
state to supply them with more agricultural machines, high-quality chemical
fertilizer, agricultural chemicals which are highly effective and low in
toxin, diesel engines for agricultural use, processing apparatus for agri-
cultural and sideline products, and so forth. Peasants also need a large
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quantity of building materials such as steels, cement, glass and others.
Heavy industry should have a wide field of vision, serve the rural areas,
and make new contribution to speeding up the "two transformations" of
agriculture.

Light industry, including manufacturing industries of food, textile products,
various kinds of industrial goods for daily use, electronic products for
civil use, and others, should also cater to market demand and organize pro-
duction more effectively. In recent years, social purchasing power has
increased very rapidly, and market supplies have also improved. However,
there is still a serious problem that product mix is incompatible with the
consumption structure of society. According to commercial departments,

among various kinds of commodities, 50 percent of them can basically meet
market demand, while more than 20 percent of them fail to do so. About 20
percent are unmarketable. This is the main reason why a great number of
products are unsalable and kept long in stock, and why some other products
needed by the masses, and some high-quality and famous~brand durable products
are in short supply. Such a situation requires that light industrial depart-
ments proceed from market demand to manufacture for people in urban and rural
areas more high-quality, famous-brand, and marketable products which are low
in price and good in quality.

Agricultural production also should take market demand into consideration.
In the present rural economy, self-supporting and semi-self-supporting
production has attained a large proportion. To switch to commodity produc-
tion, it 1s necessary for agriculture to change from superiority in natural
resources into product superiority, and to change product superiority into
commodity superiority and, finally, into economic superiority. Under the
guidance of state planning, agricultural departments should give play to
their strong points and avoid their weak points to develop commodity pro-
duction in light of market demand and their superiority. Difficulties in
selling products have occurred in many localities. This has something to do
with the insufficient production planning of some products, or unreasonable
prices. Commercial departments should provide peasants with market informa-
tion, and learn how to use economic means to guide production. Agriculture
should gradually and rationally readjust its product mix, improve variletiles,
enhance product quality, cut down profit margin in order to increase sales,
provide urban areas with more suitable agricultural and sideline products,
supply industry with more high-quality raw materials, and furnish the state
with better export products. Only thus can commodity production in rural
areas have vitality.

3. Commercial work should actively play the role of a bridge and serve as a
link between production and consumption to truly ensure that commodity circu-
lation remains unimpeded and that everything is made full use of.

At present, more commodities have been supplied to the market and there are
more channels for commodity circulation. In addition, we have enlivened our
ways of doing business. However, some comrades think that "although the
present situation is favorable, it is difficult to do business." There truly
exists a problem of doing business under the new situation. Subjectively
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speaking, these comrades fear difficulties, and have not done enough to eman-
cipate their mind. Such situation has occurred at both higher and lower
levels. If we fail to change the situation promptly, we will be defeated in
front of the new challenge. Comrades in commercial departments, leading
comrades at various levels in particular, should consider the problem from

a strategic viewpoint. They should arouse their spirit, change their think-
ing, overcome the fearing of difficulties, and give up these old habits, old
work styles, and old conventions which are incompatible with the new situa-
tion and the new tasks. It 1s no longer possible for them to stick to the old
way of using administrative means to maintain exclusive business. They should
conduct more investigations and market forecast work, enhance their capacity
to deal with the changing situation, develop markets, expand business, and
improve their service. Only thus can they escape their predicament. They
should persist in implementing the principle of relying mainly on planned
economy while making regulation by market subsidiary. They should give play
to the guiding role of state-run commerce, and actively assist collective and
individual commerce so that it can fully play an assisting and supplementary
role in commodity circulation.

In his report delivered at the 12th CPC National Congress, Comrade Hu Yaobang
pointed out: '"Whether we have done well in commercial work will have a direct
bearing on industrial and agricultural production and people's livelihood.

The importance of this problem has been more and more demonstrated in the
development of our economy." We should further enhance our understanding of
the importance and role of commercial work, work hard, be bold in our
endeavor, take up the new challenge and create a new situation.

ITI. Explore the Avenues for Reforming the Circulation System

The challenge which the circulation sphere 1s facing i1s both a pressure and
motive force. The fundamental way out lies in reform. Circulation is an
important link in the reproduction of society. Production decides circula-
tion and, in return, circulation reacts to production. 1In his speech
delivered at the national conference on rural work, Comrade Wan Li quoted
Marx: Realizing the value of commodity "is an astounding leap. If the leap
1s unsuccessful, it 1is not the commodity itself which is ruined, but the
possessors of the commodity." 1In the process of the reproduction of society,
production, distribution, exchanges, and consumption are an organic entirety
which have their own law. We should act in accordance with objective law,
and reform those which are incompatible with the law. This 1s a very compli-
cated systematic project. Considering something as it stands and treating
symptoms but not the disease will never solve problems. We should grasp

the essence and link various aspects of things to carry out an overall study.
At present, it 1s clear that price 1s the crux of the matter. It is logical
to say that price is the core of all economic relations, and the core for
solving the problem in the circulation field as well. "Brisk business can be
carried out in the four seas, and enormous financial resources enable a person
to reach the three rivers." If an enterprise loses money due to an unreason-
able price structure, how can it reach the three rivers and carry out its
business on the four seas? At present, the prices of commodities such as
grain, edible oil, meat, vegetables, and others are extremely unreasonable.
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Enterprises which sell more of such commodities lose more money. They lose
less money if they sell less. And they will not lose any money at all if
they do not sell. Without a large quantity of subsidies provided by the
state, how can an enterprise actively engage in such business? In recent
years, the state has provided more and more subsidies for the sale of agri-
cultural and sideline products. If the problem of price remains unsolved
in coming years, the state will not be able to afford to provide such great
amount of subsidies. Therefore, to study the problem of circulation, we
cannot avoid the problem of price. However, this is a very complicated
problem. It is impossible to solve it completely in a short period of time.
We should make full exploration and preparations, work out overall planning,
and gradually tackle the problem. We should not do the work hastily.

Before carrying out the reform, we should adopt a basically stable policy.
However, this does not mean that the price system can be left unchanged.

If we fail to change it, we will not be able to accomplish something sig-
nificant with regard to the problem of circulation. There is no existing
pattern to be followed in the reforms. We should be bold in carrying out
exploration and bringing forth new ideas. We should be good at summing up
experiences and exploring avenues for reforms in many ways.

1. Reform the circulation system of rural commodities,

The reform of the circulation system of rural commodities must be speeded up.
It must be carried out at the same pace and must be geared to the needs of
the rural economic reform as a whole, 1in connection with the spirit of the
directive of the State Council. In recent years the supply and marketing
cooperatives in various localities have started to restore the "three func-
tions" [not further explained] as well as implement initial reform in various
areas, such as the joint venture between peasants and businessmen and the
joint cooperatives at county level, and they have made substantial achieve-
ments. But we must by no means stay at this level. We must lead an in-depth
development of the structural reform of the supply and marketing cooperatives
in accordance with the requirement of the central authorities. We must
further heighten our understanding of the nature of the supply and marketing
cooperatives, turn the "state-run" supply and marketing cooperatives into
"locally run" ones, and really run them as a cooperative commerce owned by
the peasants and masses, so that the broad peasants will be the masters of
their own affairs. 1In order to achieve this, we must establish direct
economic links between the supply and marketing cooperatives and the inter-
ests of the peasants. Specially speaking, grassroots supply and marketing
cooperatives must break through five points in the pilot project of the
reform: 1) In the work system, cadres of the grassroots supply and marketing
cooperatives must be really elected by the peasants. They must be ready to
work both at the top or at the grassroots level; and peasants have the right
of recall. Workers of the supply and marketing cooperatives are subject to
recruitment and dismissal. 2) We must achieve a breakthrough in encouraging
the peasants to buy shares. At present, the majority of peasants own shares,
but the proportion of funds owned by them in the supply and marketing
cooperatives is very small. Therefore, whether or not the supply and
marketing cooperatives are run well has little to do with the interests of
the peasants. Only when we raise the proportion of peasant's funds in the
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cooperatives will they be concerned about the cooperatives, and can they
elect the competent personnel to manage the cooperatives, which is the most
basic point. 3) We must achieve a breakthrough in expanding the present
scope of business and service. We must make the supply and marketing
cooperatives really do what the peasants want them to. 4) We must con-
scientiously carry out the principle of distribution according to work,
really achieve the goal of paying more to anyone who works more, and break
the practice of equalitarianism in distribution. As long as this problem
remains unsolved, the supply and marketing cooperatives will by no means
really become an economic organization which serves the people whole-
heartedly. 5) We must let the supply and marketing cooperatives have a
certain degree of flexibility in terms .of price. Within the scope of pro-
duction stipulated by the state, we should allow the supply and marketing
cooperatives to float prices within a certain range in connection with the
quality of the products and market supply and demand. We must first launch
a pilot scheme for this method before gradually implementing it. We must be
somewhat bold in our work and steady in our pace.

The supply and marketing cooperatives are the link between the urban and the
rural economies. On the one hand, they are responsible for purchasing and
selling products planned by the state, and on the other hand, they help
peasants to market their products and provide them a means of production as
well as a means of livelihood. Hence, their tasks are by no means easy.
They have a huge amount of funds, a variety of channels, and enormous
strength., Therefore, we must do well in the structural reform of the

supply and marketing cooperative. In solving the problems of rural circula-
tion, if we do not first grasp the structural reform of the supply and
marketing cooperatives, do not change their nature as a ''state-run commer-
cial organization," and do not let the peasants support their business
activities, in no way can we say that we have grasped the point. 1In the
reform, we must not neglect the enormous strength of the supply and market-
ing cooperatives, and we must not start anew or start another form of rural
commercial organization. Doing so would be inadvisable based on the over-
all situation.

2. Continue to readjust the policy of purchasing and selling agricultural
and sideline products.

For a long time we have implemented the policy of centralized purchasing and
selling. This has played an important role in ensuring supply, stabilizing
price and the people's life, and invigorating the urban and rural economies.
We must continue to uphold the implementation of this policy for a rather
long time to come. However, the degree, range, and specific method of
centralized purchasing and selling must be readjusted in connection with
the changing situation. We must adopt a more relaxed attitude and proceed
with a more lively approach. For example, we should allow multichannel
business operation, long distance transport for sales, and the in-depth
development of the processing industry when there is a grain surplus. We
also should adopt a more relaxed attitude toward the selling of cotton and
tea after fulfilling the state plan.
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We must really open the door for and invigorate third category agricultural
and sideline products. At present, we generally have not invigorated enough
this category of agricultural and sideline products. We still have not
opened the door for some areas and some products. In accordance with the
policy of the central authorities and under the guidance of the state plan,
we should carry out negotiated purchasing and selling, meet market demand,
and adopt flexible management in accordance with changes in market supply
and demand, and by applying the law of value and the market mechanism.
State-run commercial organizations and supply and marketing cooperatives
should actively take part in market competition and readjustment and should
economically strengthen their leadership in negotiated purchasing and selling.
In order to redistribute within the state or a province third category agri-
cultural and sideline products which are for export, are specially needed,
or are urgently needed by large cities, we may adopt the management method
applied to second category products, that is, the province, city, and
autonomous region are responsible for controlling a certain amount of
supply. We must also better invigorate prices of first and second category
products after fulfilling the centralized delivery and purchasing task
assigned by the state. We should allow price to float within a certain
range so as to readjust supply and demand and to guide production.

Conscientiously implementing the contract system is an effective measure for
safeguarding the interests of the peasants, ensuring the fulfillment of the
state plan, and gradually fixing the relationship between production and
marketing. We must safeguard the seriousness of contracts, fulfill the con-
tracts, and sum up and popularize our new experience in implementing the
contract system of purchasing and selling agricultural and sideline products.

3. Reform the commercial wholesale system.

Units in various places are engaging in the study of the reform of the com-
mercial wholesale system, the reform of the industrial product wholesale
system in particular. However, no breakthrough has been made so far. Whole-
sale business is the medium between production and retail sales, a basis to
ensure the leading role of the state-run commercial system, and a key fac-
tor for stabilizing commodity prices in the market as well. The wholesale
of major commodities must be processed through the main channel--the state-
run commercial system--in a centralized manner. This is a definite policy.
For what kinds of products should production and sales be combined? And
for what kinds of products should production and sales be separated, with
the commodity wholesale sector being improved? 1In order to tackle these
problems we must carry out a thorough study, sum up experience, weigh the
advantages and disadvantages, and work out specific policies. For indus-
trial product wholesale trade under the control of the state-run commercial
system, it is necessary to establish wholesale units along the rational
distribution channel of commodities so as to promote purchase and sales.

It is also necessary to reduce redundant intermediate links according to
different commodities and specific situations in different places so as to
shorten the distribution path of commodities. All barriers between differ-
ent areas and between town and country must be eliminated. For the whole-
sale of agricultural and sideline products, it is necessary to set up
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wholesale units in counties or towns which serve as the distributing centers
of these products. We must try our best to establish direct links between
production and sales and reduce intermediate links in the distributing
channel. Wholesale markets for agricultural and sideline products must be
set up gradually in large and medium-sized cities. By and large, our policy
toward the commercial wholesale system is: First, to reform it resolutely;
and second, to carry out the reform cautiously, keep it under control, and
avold affecting the stable economic l1life. In dredging the circulation
channel, we must uphold the key role of the socialist centralized market,
increase the number of channels, reduce intermediate links, ensure that a
large amount of industrial products reach the rural areas and a large amount
of agricultural and sideline products reach the cities, and try hard to
promote horizontal material exchanges between different areas.

4. Strengthen the leadership over commodity circulation work.

At present, our experience and capability in handling commodity circulation
work have lagged far behind the recent development of commodity economy.
One of the conspicuous weaknesses 1s our poor leadership in organizing com-
modity circulation and in allotting the market in a unified way. Now, the
financial and trade setup 1s different from place to place. Now, a number
of leading cadres are needed for taking care of finance and trade and con-
trolling the market, and some competent and efficient organs are needed for
conducting investigations and studies, undertaking unified planning and
coordination, and providing information and putting forth suggestions for
leading persons' reference when making decisions.

It is necessary to pay attention to properly handling relations in three
aspects during the reform in the commodity circulation system: 1) The
relationship between a planned economy as the key link and the regulation
of market mechanism as an auxiliary role; 2) the relationship between the
state-run commercial system as the main channel and other commercial under-
takings as auxiliary channels; and 3) the relationship between the effort
to enliven circulation on the one hand, and control over the market,
stabilization of commodity price and increasing of accumulation funds on
the other. We must properly handle these relationships so as to keep the
key link under control while bringing other factors into full play. In
order to achileve this, we must draw up some specific policies and measures.
For example, should a proportion of sales be set between the state-run
commercial wholesale system and retail network? What proportion will
roughly be appropriate on a nationwide scale? What problems must be solved
in order to give full play to the role of commerce as a 'reservoir'? How
do we bring the complementary function of collective and individual com-
mercial enterprises into play? Here, a series of problems are involved,
which range from vocational guidance to the readjustment of various trades,
technical training, control over the market, and so on. It 1is necessary to
carry out serious investigations and studies in all these fields.

The enlivening of commodity circulation will give rise to an enormous work

load regarding industrial and commercial administration. Our comrades of
industrial and commercial administrative departments, particularly those
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comrades in charge of market administration, have done a lot of work and have
achieved great success. We must enthusiastically support and encourage them
in their work. All industrial and commercial administrative departments are
required to strengthen the training of staff to improve the quality and
competence of their staffs and enhance their understanding of policies.
Enlivening and controlling constitute a unity of opposites. In order to
enliven commodity circulation we must keep the market under control. And
control means administration by law. Who is to be charged with the enforce-
ment of the law? We depend on our industrial and commercial administrative
departments to fulfill the task and they are obligated to make every effort
to carry out their duties.

CSO: 4004/70

20



IMPORTANT CORRECTIONS
Beijing RED FLAG in Chinese No 6, 16 Mar 84 p 12
[Article by Hu Qiaomu]

[Text] Four errors (of which the first was pointed out by Comrade Gao
Baozhu and the fourth by Comrade Ji Dingzhou) were found in my article
"On Humanism and Alienation" after its publication. Here below is an
amendment to these errors with reference to the separate edition of the
article published by the People's Publishing House:

1. Page 15, line 2 to line 3 [see China DAILY REPORT, 7 February 1984,

p K 4, paragraph four, the third line from the bottom] reads: 'but in the
economics of each particular epoch." Here, "economics" should be changed
into "economy."

2, Page 27, line 1 to line 2 [see China DAILY REPORT, 7 February 1984,

p K 12, the last line, and p K 13, the first and the second lines] reads:
"Hankering after individual interests (this is given expression by the so-
called 'commodity fetishism' and 'money worship')." Here, the words

between the parentheses should be deleted. Commodity fetishism is a simile
used by Marx to depict the fact that people mistake the value relation
hidden in commodities for the natural property of commodities as they do not
understand that this value relation is exactly the social relations between
men. Marx pointed out: "The existence of the things like commodities, and
the value relation between the products of labor which stamps them as com-
modities...are a definite social relation between men that assumes, in their
eyes, the fantastic form of a relation between things." And the money form
which reflects the value of commodities further "conceals, in the form of
material, the social character of private labor and the social relations
between the individual producers." (see '"Capital," Vol 1, part 1, Chapter 1,
Section 4) The bourgeoisie's mentality of hankering after individual
interests is determined by the private ownership of the means of production.
Here, it is meaningless to depict this phenomenon in terms of commodity
fetishism or money worship.

3. Some words should be added to page 34, line 6 [see China DAILY REPORT,
7 February 1984, p K 16, paragraph three, line eight] to make it read as
follows: "In fighting against criminal offenders, progressive elements on
different fronts are required to courageously and dauntlessly make sacri-
fices."
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4. The following words, "Film artist Charles Chaplin," in line 19, page 36
[see China DAILY REPORT, 7 February 1984, p K 17, paragraph three, the
fourth and third lines from the bottom] should be placed behind "George
Bernard Shaw" in line 17 [see China DAILY REPORT, 7 February 1984, p K 17,
paragraph three, the sixth line from the bottom]. Charles Chaplin was an
Englishman who had been active in American film circles for about four
decades. He was never a naturalized U.S. citizen. Persecuted by the
reactionary force in the United States, he returned to Europe later.

Hu Qiaomu, 10 March

CSO: 4004/73
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PROMOTE COMBINATION AND INCREASE THE PRODUCTION OF HIGH-QUALITY FAMOUS BRAND
PRODUCTS

Beijing RED FLAG in Chinese No 6, 16 Mar 84 pp 13-15
[Article by Zhang Jingfu (1728 0513 1133]]

[Text] It is very important in present economic life to support advanced
enterprises, lead the backward, promote combination among enterprises and
expand mass production of high-quality famous brand products. It 1is also
imperative to continue to implement strong policies and take active
measures, both by administrative interference and economic means, so that
we will be able to make still greater achievements in this aspect.

There are advantages in expanding the production of high-quality famous

brand products. First, this work will help attain better economic results.
It is a principle that should be followed in economic work to produce more
products that are required by society with less possible consumption of
animate labor and inanimate labor. To use the same amount of raw materials
and energy in producing high-quality famous brand products will result in
higher economic effect than using them in producing less well-known, low-
quality products. Second, it will increase state financial revenues. High-
quality famous brand products are characterized by high domestic tax and

high foreign exchange rate when they are exported and therefore such products
are helpful in increasing financial revenues. Third, it can increase the
withdrawal of currency from circulation. At present, the broad masses of
people are hoarding money in their bid to selectively buy high-quality famous
brand products and the products that are in short supply. Therefore, to
increase the output of such products is in the interest of meeting the urgent
needs of the masses, while good sales of products means that more currency
will be recovered. Fourth, it will activate the market and develop the
economy. The commodities that are now available in the market can be
basically divided into two categories: those that are in short supply and
those that are in excessive supply. High-quality famous brand products are
in short supply but the production of such products cannot be increased
because of the limitation of various conditions. Low-quality, less well-
known products are in excessive supply and they have to be sold at even
bigger discounts. We must study and resolve this problem as early as pos-
sible. To promote integration among enterprises and increase the output of
high-quality famous brand products and marketable products will enable
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enterprises to strengthen their ability to adapt themselves to changes of
market demand and improve market supply. Therefore this measure 1s parti-
cularly significant in boosting the economy. There is another tendency
that merits our attention. That is, a new situation has emerged in the
structure and trend of people's consumption. A number of people with
higher income have emerged and they are characterized by 'seeking nourish-
ing foods, paying attention to the attractiveness and beauty of their
clothes, and using high-quality products.'" The proportion of such people
in rural and urban areas varies from place to place. If 10 percent of
people across the country become consumers of high-quality products, that
will be 100 million people. If the percentage is 5 percent, it will be 50
million people. Therefore it is apparent that it has become a very impor-
tant and pressing problem to take measures to expand the production of
high-quality famous brand products.

What method should be resorted to in expanding the production of high-
quality famous brand products? We all know that it is improper to increase
the production of such products through expanding capital construction
because such construction is controlled. The practical way is to combine
and reorganize existing enterprises. Concretely speaking, we must support
advanced enterprises so that they will be able to lead backward enterprises
in their combination to expand the production of high-quality famous brand
products. Much work with good prospects can be done in this aspect. 1In
addition, economic and technical coordination has been carried out widely in
various places over the past few years and therefore it is also advisable
on this basis to organize the combination among enterprises in various
forms.

How should we integrate enterprises? In carrying out this work, it is
imperative to resort to administrative interference and economic methods
and to carry out ideological and educational work in various aspects. In
my view, the following measures are feasible:

First, form a system for issuing production licenses. Enterprise integra-
tion is particularly imperative for those enterprises in light industry,
textiles, machinery, electronics and chemical industry and for military
enterprises that have been shifted to producing goods for civil use. As
far as the whole country is concerned, this work must be carried out grad-
ually and step by step. The State Economic Commission must help the
Ministry of Light Industry in trial producing goods such as bicycles and
refrigerators. At the same time, the various industrial management depart-
ments should arrange in order of importance the products that are under
their management and concentrate their efforts on some major products. It
is necessary to define certain rules so as to be able to issue licenses
according to the defined conditions and it means that the production of
certain goods that do not have the desired conditions must not be licensed.
How shall we define the rules? They must be based on the quality, output,
and major economic and technical quotas of the products and other aspects
such as environmental pollution. Plans must be worked out for each product
and such plans can only be approved after checking. The enterprises that do
not have licenses for production must be suspended, closed down, merged or

24



shifted to other production, depending on their specific conditions. But the
best way is to integrate such enterprises with advanced ones. Why is it
necessary to integrate them? Because the enterprises with low social
economic effect will be able to make progress and improve their economic
effect considerably after they have been reorganized and integrated to carry
out specialized production.

Second, import advanced technology and carry out technical reform in enter-
prises. This aspect must be concretely analyzed and treated according to
specific conditions. That is to say, not all enterprises are in a position
to import technology. It remains to be studied what conditions should exist
in enterprises before they are allowed to import technology, send staff
abroad for study, and carry out technical exchange and technical cooperation
with foreign companies. Cooperation with foreign companies in design and
production must also be based on these conditions and the enterprises con-
cerned will be allocated a certain amount of foreign exchange. Those
enterprises without the necessary conditions must not be allowed to carry
out such activities; but they can be integrated with advanced enterprises
and take part in such activities by way of sharing a certain interest.
Support must be given first of all to those enterprises that are producing
high-quality famous brand products. At the same time, the decisionmaking
powers of such enterprises must be expanded. This move is imperative because
such enterprises have a stronger ability to absorb new technology and they
are able to use the imported technology promptly and display its efficiency.
Therefore, in this aspect, we cannot do things in a rigid way. That is to
say, all enterprises must be treated differently according to their specific
conditions.

Third, the '"'green light" must be given to enterprises that are producing
high-quality famous brand products with regard to such aspects as the

supply of electric power, coal, gas and raw materials, as well as transpor-
tation. Backward enterprises must be given the ''red light" in these aspects
or they may be supplied after advanced enterprises are supplied. The

limited energy, raw materials, and tight transportation facilities must
first of all be used to meet the needs of the production of advanced enter-
prises, advanced products, and those products that are in short supply. In
this way, the enterprises that are producing low-quality products will be
compelled to take the road of integrating themselves with advanced enter-
prises. Enterprises cannot be treated equally; we must support the

advanced to lead the backward so as to promote integration between them.

The principle of '"six preferences'" for light industrial products must be
implemented on the above-mentioned basis. Different enterprises and products
must be treated differently according to their different conditions. In this
way, we will be able to limit and cut down the production of unmarketable
products and expand the production of high-quality famous brand products.

Fourth, tax on increased value must be implemented among the enterprises
that have been integrated. That is, the integrated enterprises with inde-
pendent accounting must pay tax only for the increased part of their value
so as to solve repetitious taxation that may occur in various links of
coordination and to avoid the problems that are unfavorable to enterprise
integration.
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Fifth, uphold the principle of high price for high-quality products and low
price for low-quality products. Penalties must be imposed on old and back-
ward products. Specific measures and plans must be worked out for products
and they must after all be implemented in mechanical, textile, and light
industrial enterprises.

Sixth, introduce bank loans, with financial departments providing subsi-
dies for interest as a move to support advanced enterprises and lead back-
ward ones. The banks must provide integrated enterprises with the loans
under different interest rates on the basis of the specific conditions of
these enterprises. The maturity of the loans must also be different.
Preferential loans must be given to those enterprises whose products have
little economic effect because of irrational price, but which have better
social effect. The interest of such loans must be covered neither by the
enterprises themselves nor the banks but by the subsidies from financial
departments. The quotas of the loans must be mainly determined by the
advanced enterprises and they must be used to help backward enterprises
carry out technical reform so as to guarantee the production of high-
quality famous brand products and expand mass production. But before such
measures are taken to support the production of high-quality famous brand
products, it is imperative to solicit the opinions of commercial depart-
ments. The method of providing loans with subsidized interest can be
regarded as an economic measure to promote technical reform and technical
progress of the existing enterprises in a big way so as to promote the mass
production of high-quality famous brand products. 1In this way, the finan-
cial departments will be able to do more work with less money and use the
money where it is really needed. I think this method is feasible at the
present stage when capital is relatively tight. It is imperative to allo-
cate a certain amount of capital this year to carrying out experiments and
this work can be speeded up later when we have accumulated experience.

Seventh, give proper consideration to the interests of the units that are
integrated. The technology and the famous brands of high-quality products
of advanced enterprises can be transferred with compensation or included

in share capital or be paid on the basis of the value of the products. The
interests of the backward enterprises that have been integrated must also be
given consideration. And this principle must be particularly shown in
calculating output value and tax profits. Under the present conditiomns,
the calculation of output value can be based on the shares of joint capital
and be respectively included in the output value of the regions where the
enterprises are located; industrial and commercial tax is paid by locality;
there should also be a method for dividing income tax and profits. It is
also imperative to form a corresponding system. In this way, the enter-
prises that have been integrated will not have the feeling that they are
being merged; on the contrary, they will feel that they are being helped
to get rid of their backwardness. It is necessary under this condition,
that the integration should be favorable to the advanced enterprises, back-
ward enterprises, and the regions where the related enterprises are located
to mobilize the initiative of the enterprises that are taking part in inte-
gration.
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Eighth, industrial and commercial banks must set up specialized credit
departments for technical reform so as to concentrate the capital for vari-
ous items of technical reform. The formation of such departments can later
be followed by the formation of specialized credit departments for collec-
tive welfare funds and worker bonus funds. At present it is imperative to
deposit enterprise funds for developing new products, technical reform and
developing products, and other enterprise retention funds into specialized
credit departments. These funds must be managed and utilized well mainly
by the State Economic Commission, with the related enterprises making their
proposals as how to manage the funds. For example, enterprises may with-
draw and use the funds for small reforms, within the defined quota. With
regard to the funds that are required for technical reform and importing
technology and that are above the defined quota, it 1s necessary to work out
planning and make feasibility reports. The funds can be withdrawn and used
according to planning only after approval. We must learn how to use and
transfer these funds well by making use of banks.

Ninth, it 1s necessary to strengthen in an overall way the management over
quality. Integrated enterprises that have taken high~quality famous brand
products as the main must be based on the system of guaranteeing quality.
With such integrated enterprises it is necessary to organize main factories,
supplementary factories, and various production links such as raw materials,
parts, supplementary machinery and main machinery into a complete and strict
network of quality management. Product quality can in no way drop follow-
ing the integration and expansion of mass production.

Tenth, various departments and localities must work out plans for various
trades and with these plans we will be able to avoid blindness in stepping
up planning and production. It 1s necessary under unified planning, to
rationally resolve the locations of industry and enterprises so as to avoid
defects, display advantages, promote coordination among regions and enter-
prises and form more powerful productive forces to promote the harmonious
development between economy and society.

I hope that the first step can be taken this year with regard to the above-
mentioned views so as to make initial achievements, sum up and constantly

perfect experience in practice, and do a still better job of integrating
enterprises and increasing the output of high-quality famous brand products.

CSO: 4004/70
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IT IS STILL MORE NECESSARY TO PRACTICE ECONOMY IN BUILDING THE MAJOR
CONSTRUCTION PROJECTS

Beijing RED FLAG in Chinese No 6, 16 Mar 84 pp 16-18
[Article by Jing Ping [2529 1627]]

[Text] An important question in centralizing financial power and material
resources and ensuring the completion of the major construction projects

is how to take good care of, and use well, construction funds and how, by
diverse means, to achieve the objectives of making the major projects good
in quality, incurring a short construction period, effecting economy in
investment, good effects, devoid of losses and waste, and generally

striving for accomplishing the feat of using the same amount of funds desig-
nated for building two to three projects to complete three to four projects
of the same scale.

Since the 3d Plenary Session of the 1llth CPC Central Committee, investment
results have been generally improved, as a result of implementing the policy
of readjusting, restructuring, consolidating and improving, reshaping the
direction of investment, and improving management and control. In particu-
lar, in recent years, definite results have been achieved in centralizing
financial power and material resources and ensuring the completion of major
construction projects. Nevertheless, the poor investment results found
through the years have not been basically eliminated. For example, of the
560 large~ and medium-sized projects and single item projects completed from
1979 to 1981, 176 projects, or 31 percent, failed to achieve normal economic
results. The investment outlay on these projects amounted to 15.7 billion
yuan, 37 percent of the gross investment on all the projects. As for cer-
tain major construction projects under construction, many problems have also
risen. According to a survey, of the 176 large- and medium-sized projects
under construction in 1983, the amount of investment now required surpasses
the original estimate by 18.5 billion yuan. In 1983, of the 70 major con-
struction projects completed within a normal or reasonable construction
period, investments on 46 projects exceeded estimates by 8.4 billion yuan,
40 percent of the gross estimates for these projects. Naturally, of the
amount surpassing the original estimates of these projects, some were within
the realm of reason and no waste or extravagance was incurred although a
substantial portion still suffered waste and losses.
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At present, the country's financial situation is still in a relatively
stringent state. Additions to national revenue each year that can be used
on major construction projects are extremely limited in amount. The con-
tradiction between the demand for, and availability of, capital construc-
tion funds i1s extremely conspicuous. To solve this contradiction, the basic
road is to adopt policies that are correct, arouse the positivism of various
sides, and strive hard to increase production, improve the economic results,
and accumulate more capital funds. At the same time, it is necessary to
take good care of, and use well, construction funds, make the various out-
lays for social labor conform to social needs, and prevent losses and waste.
In this connection, the responsibility that rests with the major construc-
tion projects is especially great because they require huge funds, their
construction period is usually long, and the projects themselves concern

the development of the state's long-term construction work. If in the major
construction projects we fall to pay sufficient attention to economy in the
use of funds but indulge in spending freely, repeatedly exceeding the
estimates and continuously prolonging the construction period, the chances
are that even though we concentrate all our financial power and material
resources on the major construction projects, we will still not be able to
reach the objective of realizing the four modernizationms.

We must adopt a highly responsible attitude to the people and treasure the
construction funds which have been accumulated over the years and through
the diligence and toil of the masses, spending each cent of money as if it
was worth 2 cents.'" Comrade Chen Yun once solemnly pointed out: "An occa-
sional waste of a little money may perhaps be forgiven by the people, but a
habitual waste of money year in and year out cannot be forgiven by the
people. The money belongs to the people; we cannot jestingly play with it."
Major construction projects enjoy the support of the whole country. In
return, units handling the major construction projects should accept the
supervision of the party, the state, and the people. They should insist on
building the nation through thrift and diligence, strive for good investment
results, avold losses and extravagance, and make people of the whole country
feel at ease,

In undertaking the major construction projects, in order to economize on the
use of funds and avoild waste and extravagance, it is necessary to stress
solving the following several problems: :

First, the necessity of working in accordance with the capital construction
procedure must be emphasized. Failure to do so is the main cause of confu-
slon, losses, and waste in capital construction work. Capital construction
procedure prescribes and regulates a rational order for the various stages
of work of a construction project. Among the various stages of capital
construction procedure, the most important is the stage of work prior to the
actual start of construction. Generally speaking, waste caused by planning
is larger than waste caused by actual construction, while waste caused by
policy decisions on the scale of construction and projects is larger than
waste caused by planning. If we can work in accordance with the capital
construction procedure, perform the preconstruction stage of work well,
take the entire situation as the starting point, and correctly determine
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the construction scale of the projects, product plans, geographical distri-
bution, and specifications concerning equipment, technological requirements,
and accessory appliances, and so on, then it is entirely possible to achieve
good investment results. On the other hand, if we do not follow the capital
construction procedure in our work, violate the objective laws governing the
formation of fixed assets, start planning before completing well work in

the preconstruction stage, and start earthbreaking and actual construction
before completion of the planning stage, then inevitably we will be forced
to alter the planning in the course of actual construction or change the
actual construction project, resulting in the stoppage of work and even

in discarding the entire project, thus causing undue waste and losses. In
particular, at present, huge investments are required for the major con-
struction projects, there 