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NATIONAL AFFAIRS, POLICY

Article on Raising Economy to New Level

OW2901062693 Beijing QIUSHI in Chinese No 24,
16 Dec 92 pp 7-13

[Article by Lin Zhaomu (2651 0340 2606): “Seize the
Opportunities and Strive To Raise the Economy to a
New Level in a Faster, Better Way™’]

[Text] In the 1980’s, guided by the theory of building
socialism with Chinese characteristics and propelled by
reform and opening up, we achieved tremendous success
in the national economy and social development, which
has attracted the world’s attention. We have realized the
first-step strategic objective of socialist modernization
construction ahead of schedule, raising economic con-
struction, people’s living standards, and overall national
power to a great new level. It is our central task in the

1990’s to accelerate the pace of reform and opening up °

and the modernization drive, raising the national
economy to a new level in a faster and better way. The
current favorable international environment and the
availability of domestic conditions are rare opportuni-
ties for us to speed up development. We must conscien-
tiously study the documents of the 14th Party Congress,
further emancipate our minds, and enhance the under-
standing of the importance and urgency of accelerating
reform and opening up and economic development.

International Environment: A Challenge and an
Opportunity

The international situation has undergone major
changes in recent years. Ending the pattern of polariza-
tion, the world is now heading for multipolarization. In
light of changes in the world situation and economic
developments in various countries, fierce competition
on the international stage has shifted from predomi-
nantly political and military fields to the overall compe-
tition of national power based on economic, scientific,
and technological strength. In the future, the interna-
tional status of a nation and its political, economic,
military, and diplomatic influences will depend on the
level of its overall national power. A nation with a
backward economy and science and technology will
become very passive and be subject to others’ control. It
is only through constantly enhancing our national power
through all-around development—after organically inte-
grating such factors as the economy, science and tech-
nology, education, culture and politics, as well as the
military—that we will be kept in an unbeatable position
among fierce international competition, followed by an
unceasing enhancement of our international standing.
China is a big country with a large population and a vast
land area, and the Chinese nation has a long history and
strong cohesive power. Since its founding in 1949 and
particularly after the policy of reform and opening up
was adopted, China’s economy has been developing
rapidly, with an average 9 percent annual GNP growth
rate in the 1980’s. Its overall national power has
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increased substantially with marked improvement in its
people’s standard of living; however, from an historical
point of view, China was 200-300 years late in launching
its industrialization programs, compared with developed
Western countries. Although we have been trying very
hard to catch up in the past few decades, the original gap
had been too wide for us. In addition, we had wasted
more than two decades—from the 1950°s through the

" 1970’s—in class struggle. As a result, the gap between

China’s level of economic development with that of
advanced countries remained wide, particularly in terms
of per capita GNP and per capita output of major
commodities, quality of economic growth, the industrial
structure level, the stage of scientific, technological, and
educational development, population quality, and the
capability to specialize internationally. These conditions
are very much incompatible with China’s deserved inter-
national status and the role it should play. Hence, it is
our urgent task to tightly grasp these favorable opportu-
nities to rapidly enhance the level of China’s overall
national power.

The new wave of the evolving scientific and technolog-
ical revolution and industrial structure readjustment in
the world has posed a challenge to our country’s eco-
nomic development. Science and technology have
advanced by leaps and bounds over the last several
decades. Science and technology—as primary produc-
tive forces—have begun to play larger and larger roles in
economic development. The core of the new wave of the
ever-evolving scientific and technological revolution,
represented by a new high-technology generation, which
includes microelectronics, space technology, and
bioengineering, not only points to the in-depth develop-
ment of high technology at macro and micro levels, but
also creates a tremendous impact on economic develop-
ment and profoundly changes the actual production
process. A case in point is the adoption of a “flexible
assembly line” system in Japan. The system, character-
ized by the application of modern electronic technology,
information technology, and robotics, shifts from the
large-scale serial production of products to the produc-
tion of more varieties and more models of products on a
smaller scale, to adapt to the ever-changing international
market. At the same time, the pace of the commercial-
ization of scientific results has been quickened. Scien-
tific and technological development promoted by tran-
snational companies that is directly aimed at serving
commercial purposes has further quickened the readjust-
ment speed in the international industrial structure; they
have, in a large degree, help effect a shift from the
vertical and horizontal international division of labor
between departments to an intersectional division of
labor within a department. Faced with such a situation,
if developing countries, which have a relatively low
degree of participation in the international division of
labor, fail to readjust their economic structures in a
timely manner and raise their level of participation in
the international division of labor, they will land in a
disadvantageous position. Although our country is a big
country striving for scientific and technological progress
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and for a multilevel and comprehensive de‘vel_opment of
the industrial structure, our levels in science and tech-
nology in general and the industrial structure are_still
low, and our partrclpatron level in the mternatlonal
divisional of labor is still restricted to supplying primary
grade products and low-grade finished products; there-
fore, it will be a rather arduous task to use the results of
scientific and technological progress to improve the
existing industrial structure and to expedite the process
of scientific and technological progress and the co'mmer_-
cialization of screntrﬁc and technologlcal results

We should also take note of the followmg two trends
The first one is that, as a result of scientific and techno-
logical development and structural readjustments, the
world economy is moving away from an economic era
that was marked by a reliance on natural resources. and
the manufacturing industry to an economic era that is
characterized by a reliance on information resources and
the service industry. The second trend is that the situa-
tion of the world market being dominated by a small
minority of economic powers has now given way to
another situation with regional economic blocs. This
changed situation has led to a realignment in the world
market. For late-starting developing countries, faced
with the changing times and the evolving situation, as
well as the trend toward the internalization of the world
economy and the realignment of the world market, they
are - confronted with only two choices: . Either keep
clinging to the traditional mode of thinking and the old
idea for development, which will bring no development
or slow development and run the risk of widening the
gap with world economic development and: of being
relegated to the fringe of the world market, or change or
readjust developmental thinking and try to catch up and
Jorn the ranks of other advanced nations through pur-
suing a super fast development speed. In future world
economic development there will not only be a classifi-
cation for “rich countries” and “poor countries,”-but
also a distinction will be made between “fast—developmg
countries” and ‘“‘slow-developing countries.” It goes
without saying that we should opt for the second choice.
Taking the second path requires us to seize the favorable
opportunities; pay close attention to new development in
international scientific and technological progress; do a
good job commercializing scientific and technological
results; and comprehensively raise the contributory fac-
tors of scientific and technological progress to economic
growth through 1mport1ng advanced technology and
innovation. This is the way to accelerate our country’s
economic development and enhance our country s
overall strength. : o

Many countries in the world, partrcularly our. nerghbors

have stepped up their pace of development, If we choose
slow economic development, then we will be placed in-a
rather disadvantageous position. Countries in the West
Pacific regions have maintained the lead in world eco-
nomic growth. Japan, the “four little dragons” of Asia,
the ASEAN countries, and China constitute the center of
economic growth in this region. During the 1960’s and

JPRS-CAR-93-010
11 February 1993

1970’s, Japans economy experienced a hrgh growth
period, with’ the average annual growth in domiestic
output value reaching 10.9 percent, and it still leads
other developed countries in terms of economic growth
Japan is expected to play 2 more important role in future
world economic development. Asia’s “four little drag-
ons” have maintained relatively high economic growth
since the 1960’s. In terms of average annual growth in
domestic output value, the Republic of Korea registered
9.9 percent from 1965-1980, 9.7 percent from 1981-
1990, and 7 percent in 1991; Singapore registered 10
percent from 1965-1980; 6.4 percent from 1981-1990,
and 6.7 percent in 1991; Taiwan registered 9.9 percent
from 1965-1980, 7.6 percent from 1981-1990, and 4.7
percent in 1991; and Hong Kong registered 8.6 percent
from 1965-1980, 7.1 percent from 1981-1990, and 3.9
percent in 1991, The economic growth rate of Asia’s
“four little dragons” has slowed down in recent years,
but generally they strll maintain the trend of either
seeking a fast-growth rate or a stable fast-growth rate.
ASEAN' countries have srgnrﬁcantly picked up their
économic development speed since the middle and late
1980’s, and at one time the rate of their economic growth
outstripped that of Asia’s “four little dragons,” with
some countries ‘registering double- drgrt economic
growth. For instance, Thailand’s economic growth in
1989 was 12 percent, 10 percent in 1990, and 8.6 percent
in 1991; ‘Malaysia regrstered economic growth of 8.6
percent in 1989, 9.8 percent in 1990, and 8.5 percent in
1991; and Indonesia registered 6.5 percent growth in
_l989, 7.4 percent in 1990, and 7 percent in 1990. Asia’s
“four -little dragons” and ASEAN ‘countries have all
mapped out their blueprints for economic development
in the next century. The “four little dragons” now are
striving. to enter the ranks of the world’s developed
economies. ASEAN countries also want to become newly
industrialized countries. To ensure the sustained devel-
opment of their economies, the “four little dragons” and
ASEAN countries are investing large amounts of capital
and -attracting foreign capital to carry out large-scale
construction projects and lay a solid foundation for
modernizing their economies and for-attaining a hrgh
speed growth rate. The acceleration of the - pace to
quicken development by some of our nerghbormg coun-
tries and regions practically constitutes an mvrsrble
pressure on us and a challenge to us. Because we can put
the advantages of a socialist system into play through
concentrating efforts to embark on major undertakings,
there.is no reason why we cannot achieve faster devel-
opment than those countries and regions. Our country’s
rate of economic growth cannot be said to be high
because of the economic retrenchment in recent years
(4.4 percent in 1989, 4.1 percent in 1990, and an increase
to 7.7 percent in 1991). If we are unable to achieve a fast
economic growth rate of 8-9 percent in the 1990’s, then
it will be very difficult for us to maintain the nsmg
momentum of our posrtron m the West Pacrﬁc regron
and in the world.
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These challenges have also provided us with rare oppor-
tunities for accelerating development. The multipolar-
jzation of the world’s economic and political structure
has enabled us to maintain a peaceful environment for a
relatively long period and have more room for maneu-
vering in international relations. In light of the pattern
and the trend of economic progress in general, developed
nations such as Furope and the United States—after
their recessions—may enter a stage characterized by low
economic growth rates in the near future. The Asian
region, including Japan, will maintain the momentum of
rapid economic progress. Economic recession has ended
in most Latin American nations, and a period of eco-
nomic growth has begun. Africa’s economic conditions
have also improved. Only countries in the Middle East,
the former Soviet Union, and East Europe will still be in
économic recessions in the near future. According to
predictions, East Asia’s economic growth rate in the
1990’s will be at the top of the world’s list; the world’s
economic progress in the 1990’s will be slightly better
than that of the 1980’s; and the international markets’
consumption capacity will rise. The growth rate of the
world’s trade volumes has been higher than that of its
economic progress since 1983. It is expected that this
trend will continue in the 1990’s. The West Pacific areas
especially will sustain rapid economic growth rates. This
environment has provided China with many favorable
conditions for opening wider to the outside world and
accelerating economic progress. The key favorable con-
ditions are as follows: 1) The West Pacific area markets
have further utilized and expanded their potential. Many
nations and regions have pursued the strategy of
increasing their exports, resulting in abundant foreign
exchange. Besides, they have also implemented policies
in recent years to raise domestic demand (mainly by
increasing wage levels and infrastructural-construction).
These factors have been very conducive to’ China’s
utilization of foreign funds and to its expanding exports.
2) The West Pacific’s industrial structure has specific
divisions of labor, and it is well-defined with various
trades and professions. China’s industrial sector is well-
coordinated and well-structured. Therefore, China can
contribute, at various levels, to the international divi-
sions of labor by attracting investments and increasing
production in these areas. Through active participation
and various flexible ways and means, China seeks to
obtain comparative advantages in these exchanges and
endeavors. 3) Various countries (and regions) in the
West Pacific have implemented policies to open wider to
the outside world. Tariffs and other nontariff protec-
tionist restrictions in the areas are relatively low or are
being lowered. This situation has provided us with a
good opportunity to enter their markets. 4) As.a center of
economic progress in the world, the West Pacific has a
powerful attraction for the influx of international capital
and commodity trade. At present, a relatively obvious
tendency is that developed nations such as Europe and
the United States have shifted the objectives of their
foreign economic policies to the West Pacific. The favor-
able impact of the West Pacific’s economic development
on other regions—which respond positively-—may
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enable China to utilize its advantageous position as a
part of the center of economic progress to comprehen-
sively expand its international economic and technolog-
ical exchanges and cooperation with foreign nations.

Domestic Conditions: The Number of Favorable
Conditions Is More Than the Number of Unfavorabie
Conditions C

In light of its domestic conditions, China’s acceleration
of its econoimic progress in the 1990’s has been based on
its objective conditions and material foundation. The
key objective conditions and material foundation are as
follows: - : ‘ .

First, after more than 40 years’ construction, China has
created a relatively rich material foundation and a rela-
tively comprehensive category of industries. It has estab-
lished a preliminary pattern for deploying its productive
forces. Especially under the enormously propelling force
of reform and opening up in the 1980’s after the Third
Plenary Session of the 11th CPC Central Committee,
China has made considerable progress in several aspects,
including agriculture, industry, infrastructural construc-
tion, technical transformation, domestic trade, science
and technology, education, and foreign economic rela-
tions and - technological - exchanges. It has greatly
increased its comprehensive national strength and has
significantly improved people’s living standards. It has
also brought historic, profound changes to its social
environment. The above situation has laid the founda-
tion for accelerating economic progress in various sec-
tors in the 1990’s. At present, China has built a certain
foundation for its heavy industries, which are capable of
producing. most -of -its. domestically demanded energy
resources, raw and semifinished materials, and most
technological equipment. Light and textile industries in
particular made tremendous progress in the 1980’s.
Consequently, their. capacity to produce many consumer
goods has enormously surpassed the demand of urban
and rural residents’ markets. Furthermore, as China has
continually opened wider to the outside world, its total
foreign trade value has reached one-third of its gross
national product. It has accumulated a certain level of
foreign exchanges and has continually improved its
environment to attract foreign funds and investments;
therefore, China has been able to regulate its demand
and surpluses through the international markets by
exporting its surpluses and importing goods to fulfill
domestic needs for further economic growth.

Second, our country’s progress and achievements made
in reform and opening to the outside world in the 1980’s
will have a great impact on its economic development in
the 1990’s. The achiévements include a theoretical
achievement made in the course of reform and opening
up, and the line, policies, principles, systems, and mea-
sures that took shape on the basis of this theoretical
achievement. The line, policies, principles, systems, and
measures, whose points of departure and objectives are
to build socialism with Chinese characteristics, will
continue {o play a role in our modernization drive in the
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1990’s. In the course of reform and opening up in the
1980’s we not only accumulated rich experiences but
also trained a large number of qualified personnel.

Third, there is great potential in the domestic market.
With the advancement of industrialization, the increase
of population, the improvement of living standards from
having enough to eat and wear to leading fairly comfort-
able lives in our country in the 1990°s, consumer
demands and investment demands will surely increase at
a quicker pace. As the incomes of urban and rural
residents increase, a change will take place in the con-
sumption structure; consumption and choices will
expand; and consumption demands will increase quan-
titatively in food, clothing, housing, and transportation.
Moreover, consumers will set higher demands on the
variety and quality of consumer goods. This will have a
stimulating effect on the development of industry as a
whole and will cause a change in the industrial setup and
in industrial enterprises themselves, thereby giving rise
to great demands. Judging from the angle of production
and investment, investments in construction of basic
industries and infrastructural facilities will increase by a
large margin as industrialization progresses. In partic-
ular, in the wake of progress in science and technology,
the division of work in each specialized field, the change
in the industrial structure, and the development of new
industries, the intermediate demands within the
industry as a whole will increase at a quicker pace,
thereby becoming an important factor for stimulating
economic growth, This means the means of production
and the production of consumer goods will cause the
demand for the means of production to increase. There-
fore, in the 1990’s, the great potential of the domestic
market will consist of two aspects: The increase in the
demand for means of production caused by investment
increases, which will play a greater role than in the
1980’s, and the increase in the demand for consumer
goods caused by the increase in the incomes of residents
and the improvement in people’s living standards.

Fourth, there is also great potential in fund accumulation
in our country. China has a huge population with a weak
foundation. It needs to develop many undertakings, but
the shortage of funds is a serious problem; however,
there is a favorable factor. The savings of urban and rural
residents have increased by a large margin for many
consecutive years. In 1989, savings increased by 13.34
billion yuan; in 1990, 18.87 billion yuan; in 1991, 20.76
billion yuan, marking an annual average rate of 30
percent. By June 1992, the savings deposits of urban and
rural residents had exceeded 1,000 billion yuan. In the
1990’s, following the development of the economy and
the increase in the incomes of residents, it is expected
that their savings will increase at a fairly fast pace,
thereby creating a favorable condition for increasing
investments.

Fifth, the three years of endeavor to improve the eco-
nomic environment, rectify the economic order, and
deepen reform have solved some problems that emerged
in the course of economic development, thus giving rise
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to a fairly good economic and social environment. As a
result of these endeavors, the imbalance between total
demand and total supply has been basicaly solved; the
general price index has been kept at a low level for many
consecutive years (in 1990 the annual retail sales price
index rose 2.1 percent, and in 1991, it rose 2.9 percent,
all lower than the projected figure). Our foreign exchange
reserves have increased considerably in the past. two
years. In particular, our country has had three years of
consecutive bumper harvests; in three years grain pro-
duction has increased by 170 billion jin; national
reserves have increased; there is potential for agriculture
to render support to industry and for economic develop-
ment as a whole. These factors have created a favorable
opportunity for accelerating the development of the
economy. '

Of course, there are also some unfavorable elements. We
still face a rather outstanding problem concerning
domestic fund supply and demand, a situation caused by

‘the relatively large debts owed by our basic industries

and infrastructure, our financial difficulties, and the fact
that we are entering a peak period for clearing domestic
and foreign debts. In particular, when we switch to the
industrialization stage, which focuses on promoting
heavy industries in the 1990’s, we will require more
investments for per unit production and longer construc-
tion periods, and we will achieve our desired results at a
slower pace when compared to the mode of growth we
attained when we promoted light industries in the
1980°s. We will face a more serious problem concerning
the relatively insufficient supply of petroleum and other
natural resources. The problem will probably be more
prominent than in the 1980’s in regions in the east,
where economic growth was restricted by the availability
of natural resources. A stronger tendency toward region-
alization in the world also presents an unfavorable factor
to our country’s further opening up; however, a compre-
hensive analysis of domestic and international situations
shows that difficulties and opportunities exist side by
side, as well as challenges and hopes. On the whole, we
have more favorable factors and we can overcome some
unfavorable ‘ones if we promote reform, widen our
opening up, and transform the methods used to achieve
economic growth. For example, our efficiency in distrib-
uting and utilizing natural resources is still rather low.
This means that through deepening reform, exercising
stringent controls, promoting technological progress,
and upgrading our industries, there is a great possibility
that we will be able to economize on our natural
resources and that we will be able to support faster
economic growth with less natural resources than were
used in the 1980’s.

Accelerate Economic Development by Optimizing
Structure and Improving Performance

The 10-Year Program originally set the speed of national
economic development in the 1990’s at 6 percent
average annual GNP growth. From what we see now, we
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can achieve faster economic development; an estimated
8-9 percent is possible. We should strive to achieve this
objective. '

Past experiences and the actual economic situation tell
us that to accelerate economic development, we must
effectively handle relations between speed and balance,
speed and structure, and speed and performance.

1. We must work hard to maintain a basic equilibrium
between total social demand and total social supply and
a basic equilibrium between finances, credit, revenue,
and expenditures in foreign exchange, and supply and
demand of important materials while we accelerate
economic development. We should therefore correctly
regulate and control the total amount and structure of
demand. Regulation and control of the total amount of
demand chiefly involves regulation and control of indi-
cators for the value of currency and the volume of
financial, credit, and international revenues and expen-
ditures. Generally, we should focus on maintaining an
equilibrium between finances, credit, and current trade
items to maintain the equilibrium of total social supply
and demand and control the inflation rate and price
indices within a limit acceptable by society. The coun-
try’s past experiences tell us that it is important that we
pay attention to finding the solutions of two issues to
maintain the basic equilibrium between total social
demand and supply.

One issue is that the scale of investment in fixed assets
should be compatible with our national strength. An
excessively large investment will create a series of prob-
lems for our economic activities and is also an important
factor that leads to economic instability. This is because,
first, investments for fixed assets come mostly from
financial expenditures and bank loans. A large invest-
ment that exceeds our financial and banking capabilities
will definitely enlarge our financial deficit and credit
imbalance, leading to excessive issuance of money and
causing inflation and price hikes. The second reason is
that excessively large investments that require more
supply of the means of production than we can handle
will definitely cause an imbalance between supply and
demand of materials, push the prices of means of pro-
duction higher, trigger a chain reaction, and cause an
overall price increase. The third reason is that about 40
percent of the amount of investments for fixed assets will
be turned into consumption funds. An overly large scale
of investment will definitely stimulate consumer
demand to grow too fast and aggravate the problem
concerning supply and demand of consumption mate-
rials. The fourth reason is that, under normal circum-
stances, the distribution of national income to fixed asset
investments can only be made after deducting the sum of
consumption and circulating funds from the total
amount of national income. An excessively large invest-
ment, especially investments made beyond our estima-
tion, will definitely swallow up part of the total circula-
tion fund, affect production for relevant years, and
thereby aggravate the problem of supply and demand.
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Of course, the scale of fixed asset investments cannot be
too small. Otherwise, inadequate effective demand will
lead to a sluggish market, which will in turn result in
certain nonutilization of production capacities and
resources. For instance, in comparison to 1988, urban
and rural residents only increased their consumer goods
purchases in 1991 by about 2.5 percent; according to
actually completed projects, the scale of the total social
fixed asset investments was even lower than that of 1988,
whereas the GNP has accumulatively risen by 17 percent
during the same period. Because supply was greater than
demand, a sluggish market resulted, followed by an
enormous increase in stockpiled products. We should
pay attention to sustaining economic stability and coor-
dinated development; however, stability and coordina-
tion are relative, not absolute. What really matters is
development. Excessively small investments are detri-
mental to balancing macroeconomic control and regula-
tions, and they will impede the acceleration of economic
progress.

A principal way to enhance economic growth in the
1990’s will be for us to shift from expanding consumer
demands to increasing investment demands. The rea-
sons are as follows: Consumption pattern restructuring
in the 1990’s requires a relatively long period; we need a
long process for accumulation and cultivation—
beginning from increasing the supply capacity to
expanding markets. Industrial restructuring and
improvement will depend on the rapid development of
heavy and chemical industries, which are capital- and
technology-intensive; therefore, we should fully under-
stand the changes involved in readjusting the demand
structure, and we should emphatically increase demand
by shifting from expanding consumer demands to
increasing investment demands. In light of current cir-
cumstances, because urban and rural residents have
greatly increased their savings over the past three years
or so, there is still a certain level of unused banking
funds. Hence, it is necessary for us to appropriately raise
the scale of investments to propel an increase in demand
and economic growth. Nevertheless, we should also
refrain from rushing headlong into mass action that may
cause indiscriminate investment, resulting in another
excessively large scale of total investments.

The second issue is that the increase in consumption
should be proportionate to the rise in production. Total
social demand includes investment demands and con-
sumption demands. Under given conditions for certain
fixed total supply and demand, if we merely increase
consumption by a certain percentage while reducing
investments by the same percentage, generally speaking,
we will not change the balance of total supply and
demand; however, when both investment demand and
consumption demand are increased simultaneously,
total demand will surpass total supply, thereby resulting
in inflation and price increases. Therefore, we should not
expect too much of an increase in individual incomes
and improvements in living standards. The increase in
urban and rural residents’ consumption levels should not
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be higher than the GNP growth rate; and the increase in
the workers’ real income (including wages and other
benefits) should not be higher than the growth rate of
labor’s productivity.

2. Economic development should be accelerated on the
basis of optimizing the economic structure and ralsmg-
efficiency. In accelerating economic development in the
1990’s, we should not srmple seek quantitative increases.
We should seek quantrtatxve increases and try to upgrade
the quahty of economic growth. What is especially
important is to raise the quality of the national economy
as a whole. Raising the quality of economic growth refers
mamly to the optimization and upgrading of the eco-
nomic structure as well as the upgradmg of product
quality, technologlcal levels, and economic efficiency.
Quantitative increases and quality upgrading are closely
related. Judging from our country’s condrtlons, the opti-
mization and upgrading of the economic structure as
well as the upgrading of quality, technology, and effi-
ciency are not only very 1mportant but also are necessary
for achieving qualitative increases. Without optimizing
the economic structure and upgrading efficiency, a quan-
titative increase will not last long, and sustained, steady,
and coordinated development of the national economy
as a whole will be impossible. Let us consider the
resources and driving force—the conditions—for eco-
nomic growth. In the 1980’s, China’s GNP increased at
an annual rate of 9 percent, and it will increase at an
annual rate of 8 or 9 percent in thé 1990°s. A simple
calculation based on the constimption level of the 1980s
shows that by the year 2000, China roughly needs 1.6
billion metric tons of crude coal and 104 million kilowatt
hours of electricity, and the volume of cargo handled by
the railways will exceed 2 billion metric tons. Based on
the availability of resources in China, it would be diffi-
cult to achieve increases of such a magnitude. This shows
that it is no longer possrble to follow the old path of high
input, high consumption, and low output. If we wish to
accelerate economic development, the only way open to
us is to change the method of economic growth from the
extensive method of allowing large amounts of resources
to be wasted to the intensive method of relying on
scientific and technological progress, optimizing struc-
tures, lowering consumption, and increasing the added
value of products. Only thus can we increase economic
efficiency considerably and achieve higher economic
growth with a small amount of resources. Otherwise, it
will be difficult to accelerate economic development.
Adjustment of the economic structure and raising effi-
ciency are also closely related. Adjustment of the eco-
nomic structure is the basic means for raising efficiency.
The main purpose of adjusting the economic structure is
to achieve industrial upgrading by relying on scientific
and technological progress. On the one hand, this will
lead to 1mproved quality of processed products and
increase in the value of products; on the other hand, the
reorganization and transformation of enterprises will
expand the scale of economic activities, thereby lowering
the consumption coefficient per unit production and
raising economic efficiency.
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To vigorously adjust the mdustrral setup, we must first
strengthen and develop agriculture. The stable develop-
ment of agriculture forms the foundation for the sus-
tained, steady, and coordinated development of the
national economy, as well as the foundation for political
and social stabrlrty The few major economic adjust-
ments carried out since the founding of New China have
been closely ‘related with the decline or stagnation of
agricultural production. The three years of consecutive
agrrcultural bumper harvests have played a’ very impor-
tant role in helping us achieve marked success in curbing
inflation over the past few years. In the future, finding a
resolution to the problem of food for China’s more than
1.1 billion people remains a major task. ‘China’s popula-
tion increases by abotit 16 million every year. By the end
of this century, if calculated in terms of a population of
1.28 billion- people, the average per caprta amount of
grain will be 780 jin. Therefore, total grain output ‘must
reach 1,000 billion jin. Besides, it is also necessary to.
develop economic crops, such as cotton, oil-bearing
crops, and sugar-bearing crops, as well as meat and
aquatrc products. Therefore, our task to develop agricul-
ture in the 1990’s remains very. arduous. The per. caprta
area of cultivated land in our country is small, and it is
becoming even smaller. Many farmland irrigation facil:
ities are old and in a state of dlsrepalr because. of
decreased investment in agnculture in ‘previous years.

Peasants’ -enthusiasm for growing grain, cotton, and
orl-beanng crops has been dampened because the eco-
nomic returns from growing these crops are on low, if we
are to achieve major agricultural development, we must
adopt a series of important measures to strengthen
agnculture in the 1990’s. o

In actlvely readjusting the 1ndustr1al structure, we must
also step up infrastructure’ construction and develop
basic industries to eliminate a “bottle-neck” in economic
development. At the same time, we should make. great
efforts to reorganize and reform processrng industries
and to rationalize the ratio between processing industries
and basic industries. In the development of basic indus-
tries and infrastructure construction, we should stress
both development and conservation, with even more
emphasis on-conservation in the near future. We should
adopt a proper investment policy. We should raise as
much necessary capital funds as possible to step up the
development and construction of energy, transport, and
important raw materials projects, and build, renovate,
and expand a number of large and medium projects.
China’s processing industries are on a fairly large scale,
but they are widely dispérsed, with seriously overlapping
low-standard projects that have a low level of technology
and specialization. From now on, we should give high
prronty to reorgamzatron and reform of existing enter-
prises. Success or failure in this regard has a bearing on
the overall situation of modernization and on -the
improvement of economic quality and efficiency. We
should formulate regional and departmental plans on the
basis of studies and mvestlgatlons and comprehenswely
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use economxc, admmlstratwe, and legal means to 1mple-
ment plans in order to make great progress. In read-
justing -the- industrial structure, we should give high
pnonty t0 developrng new and high-technology indus-
tries. ‘At the same time, great efforts should be made to
develop the tertiary industry and make its growth rate
surpass the growth rate of the GNP, This is the way to
help enhance economic efficiency, create more jobs,
increase capital accumulation, and make people’s lives
easier. While readjusting the industrial structure, we
should seriously readjust the structure of various trades
and professions, the product mix, the organizational
structure. of enterprises, and the geographic drstnbutron
of enterpnses . .

Reform and opemng up are the most powerful moti-
-vating forces for China’s economic and social develop-
ment. The great achievements made by us in the 1980’s
would have been impossible without reform and opening
up. In the 1990’s, we should seize the opportumty,
- optimize the structure, and enhance economic efﬁcrency
to accelerate economic development and maintain eco-
nomic stability and coordination; however, the most
fundamental point is to have a ratlonal €conomic struc-
ture and operating mechanisms. We should meet the
demands of building a socialist market economy, rapidly
change the operatronal mechanisms of state-owned
enterpnses, push enterprises to the market, establish new
prrclng mechanisms, and create full market competition.
Only in this way can we promote technological progress
and the improvement of management, promote organi-
zatronal readjustment and fundamentally improve the
quality of economic growth and the quality of our
national economy as a whole. For this reason, to accel-
erate economic development, it is inevitably necessary to
accelerate reform and openmg up. We may say that the
acceleration of reform is the precondition for acceler-
ating economic development. The efforts to accelerate
economic development will fail if we do not accelerate
reform and do not establish a socialist market economy
soon. Only by accelerating reform can we avoid exces-
sive demand and inflation caused by accelerated eco-
nomrc development

Government Takes Measures To Improve State
Firms

OW0802040393 Beljmg XINH UA in Engltsh
. 0239 GMT 8 Feb 93

[Text] Beumg, February 8 (XINHUA)—The State
Administration for Industry and Commerce recently
issued a series of measures on the transformation of the
management mechanism in state enterprises. '

More than 40 measures are included in the “Prbposals
on Improving Registration of Enterprises, Promoting
Reform and Opening Up and Economic Development”
1ssued by the administration.

The ﬁve main aspects of the measures are as follows
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Supportmg state large- and medium-sized enterprises in
organizing enterprise groups and implementing share-
holding systems; allowing state enterpnses to develop
trans-industrial businesses; relaxing restrictions on com-
mercial and materials supply for enterprises and
allowing them to conduct wholesale and retail businesses
and act as business agents. Some state enterprises will
also be granted with power to export their own products
and import materials and equipment they need.

Encouragmg collective enterprlses to develop commerce
and the catering, entertainment and service mdustrles in
urban areas. .

Allowmg govemment organlzatrons to establish eco-
nomic entities while separating government administra-
tion and economic management during the course of
transformmg thelr functrons

Promotrng thé development of an agrlcultural socral
service system. .

And encouragmg “the - service industry to use forelgn
funds, in areas such as land development, development
of telecommunications and transportation, and the
finance and i insurance industry.

Liu Minxue, drrector of the State Administration for
Industry and Commerce, said that industrial and com-
mercial departments at various levels should further
open their minds and change their 1deas to reform the
old ways and measures.

Liu stated that at present six laws on stimulating the
market economy in the country are being carried out or
have been submitted to the State Council for approval.

Major Taxation "Reform To Be Introduced in 1993

HK0802053893 Hong Kong CHING CHI TAO PAO
in Chinese No 3, 18 Jan 93 p 28

[From the “China Economic News” column]

[Text] The State Administration of Taxation said that
China will undergo major reform in its taxation system
this year, and the focus is to standardize personal income

“tax, domestically invested enterprises’ profit tax, and to

reform circulation tax.

Jin Xin, director of the State Administration of Taxa-
tion, said: The government plans to integrate the three
kinds of taxes—personal income tax, adjusted personal
income tax, and industrial and commercial individual
traders profit tax—into a unified whole and to strive to
complete the legislation in the first half of this year:

Moreover, a reform schemé standardizing profit tax of
enterprises of different kinds of ownership, which has
been advocated for a long trme, will be introduced as
soon as possrble '
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Jin Xin said: The objective of reforming circulation tax
is to establish a new circulation tax system with double-

layer readjustment, that is, with the coexistence of value-

added tax, product tax, and turnover tax, value-added
tax will be used to readjust the system under general
circumstances, whereas product tax will be used to play
a role in special readjustment. Once the legislation of
circulation tax is completed, the state will also abolish
the unified industrial and commercial tax levied on

foreign-funded enterprises and compléte the integration

of the circulation tax systems of domestically and for-
eign-funded enterprises. '

The State Administration of Taxation is organizing a
strong group for reforming taxation. Full investigation
and study, meticulous proof and calculation, and

drawing on international experience is the basis for -

devising and organizing reform plans and concrete mea-

sures, which will be introduced one after.another when

the time is ripe. : ‘

State To Issue Bonds, Impose Credit Controls
HK0502130893 Hong Kong WEN WEI PO in Chinese
27Jan 93 p 2 o

[Dispatch from Beijing by staff reporter Chen Chien-
ping (7115 1696 1627) on 26 January: “China Will Issue
National Bonds Worth 30 Billion Yuan This Year and
Raise Coal Prices in April”] :

[Text] According to an authoritative source here in

Beijing, when speaking about 1993’s financial work the
other day, a senior central leader disclosed that China
will issue national bonds worth 30 billion yuan this year.

As regards the price structure, China will raise coal -

prices in April and railroad transportation charges by 1.5

fen per ton per kilometer in July. Moreover, China will -

also raise electricity and petroleum prices and impose
strict controls over the scale of credit and loans.

The authoritative source quoted the senior official as
saying that the state will exert its utmost to guarantee the
issuance of 30 billion yuan of national bonds. This is
because in order to support several reforms scheduled
for 1993, the state treasury has to raise a total of 30
billion yuan. Given the fact that this year’s financial
deficit will exceed 1992, the central authorities have
demanded that no further projects characterized by for
high inputs and low output should be built and stated
that only those new projects capable of repaying both
principal and interest on their investment loans will be
approved.

The central authorities pointed out that 1992 had
already witnessed a sharp increase in investments in
fixed assets. As a result, a large number of buildings,
auditoriums, hotels, and hostels have beer built. There-
fore, it is imperative to impose strict controls over the
scale of credit and loans in 1993. :
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Article on Market Pricing System
OW2801011093 Beijing QIUSHI in Chinese No 24,
16 Dec 92 pp 21-24

[Article by Zhang Zhuoyuan (1728 0587 0337), director
of the Institute of Finance, Trade, and Commodity
Economics: “Actively and Steadily Establish a Market
Price System™]

[Text] Es’tablishing.a Market-Set Pricing System Is the
Objective of China’s Price Reform

Price reform has two aspects: First, it will establish a
rational price structure by rationalizing price relations
and eliminating distortions. Second, it will reform the
price system by letting the market set the prices for the
overwhelming majority of commodities and labor ser-
vices through competition—except the prices of a small
number of important monopolistic resources and public
goods. The state will primarily resort to economic poli-
cies and economic means to control general price levels
and regulate changes of the most important strategic
prices (interest rates, wages, exchange rates). Of these
two aspects, the second one—reforming the price-setting
mechanisms and regulatory and control mechanisms—is
even more important and substantive. In this sense, it
can be concluded that establishing a market price system
is the objective of China’s price reform.

China’s price reform is market-oriented, and its objec-
tive is to establish a system under which prices are set by
the market. This reform is closely related to the objective
that China will determine for its overall economic
reform. The reason why China’s traditional socialist
economic system has to be reformed is primarily because
its highly centralized and planned controls have rejected
commodity market relations and market mechanisms
and suppressed the enthusiasm and initiative of the vast
number of producers ‘and operators. It is also because
these controls have become increasingly incompatible
with the development of highly socialized mass produc-
tion and rapid technological changes, as well as con-
sumers’ diverse and complex needs. Moreover, they are
unfavorable for the full and optimum use of resources,
and thus they have adversely affected the country from
improving its economic efficiency, increasing its overall
strength, and improving people’s living standards. Thus,
reform means that, while our society proceeds with its
economic activities, commodity market relations will be
gradually expanded, market mechanisms will be intro-
duced and broadened, and a socialist market economic
system will be eventually established. The reform pro-
grams China has carried out over the last decade or so
prove that market-oriented reforms have liberated soci-
ety’s productive forces, powerfully promoted production -
and ‘economic development, actually benefited the
people in a way never seen before, and significantly -
increased the nation’s economic strength. On the basis of
the enormous siccesses China has achieved in reform,
the 14th National CPC Congress clearly pointed out that
establishing a socialist market economic system is the
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objective of China’s economic reform. This being the
case, the market price system will inevitably become an
organic part of the new socialist market economic
system. ‘ C ’ :

Rather than be totally free of control or being controlled
by an “invisible hand,” the market price system in China
will be controlled by an “invisible hand” and also
regulated by a “visible hand” under the guidance of
plans, macroscopic regulations, and control. First of all,
this price system requires the decontrolling of prices of
an overwhelming majority of commodities and labor
services that can compete in the market, and this system
also requires that prices of important production ingre-

dients must be set by the market. At the same time, it -

also requires that the government will set or control the
prices. of a small number of commodities and labor
services that should not compete: in the market. These

are essentially prices of monopolistic resources and

public goods and rates for labor services. The-govern-
ment must also appropriately regulate the. prices of
important production ingredients, especially interests.of
capital, wages of labor services; and renminbi exchange
rates because they are particularly important. .

Second, decontrolled prices will not be absolutely free
from control. They must still be restrained by market
regulations that reflect the law of commodity exchange.
For example, commodity prices must be clearly marked,
and the prices of goods of equal quality should be the
same, and so forth. Under special circumstances, the
state, to stabilize the market, can also resort to interim
administrative measures to intervene in the market and
freeze commodity prices partially or completely, or to set
maximum or minimum protective prices of some prod-
ucts. ‘

Furthermore, the state will closely wét'chl_ macroscopic

prices, or the general price level, and will mainly-resort to
economic means and policies to regulate and control the
level 10 make sure that economic stability and develop-
ment will not be affected by dramatic changes of the
general price level. ) S S

Implement Both Price Regulation and Decontrol, .
Actively and Steadily Carry Out Price Reform -

Like reforms in other fields in China, price reform

should develop gradually. We should implement both
price regulation and price decontrol, with price regula-

tion taking precedence, and gradually link domestic

prices to prices in the international market.
Why should we do this? L

First, implementing both price decontrol and regulation,
with the latter taking precedence, - will enable us to
control ‘within certain limits price increases resulting
from price reform, and this will contribute to stabilizing
prices. The conventional economic system has resulted
in and accumulated hidden inflation. As price reform,
either price regulation or price decontrol, is being carried
out, hidden inflation will begin to surface, resulting in
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price increases. If we implement both price regulation
and decontrol with the former taking the precedence and
carry out price reform step by step, inflation will surface
in different stages, and the magnitude of price increases
will not be too large. ‘ -

Second, if we implement both price- regulation and
decontrol with the former taking precedence, the impact
of price reform on people’s economic interests will not
be too serious. The process of price reform is the process
of the changes of the relative prices of all kinds of
commodities and services. Although prices are some-
what irrepressible—prices rise easily and rarely go
down—the magnitude of the increase of prices of dif-
ferent commodities and services are also different. Dif-
ferences in the magnitude of price changes directly affect
the economic interests of localities, departments, enter-
prises, and workers—those whose prices increase more
will benefit more, and those whose prices increase less
will gain less or even suffer losses. The quicker price
reform is carried out, the larger the changes in the
economic interests of different localities and social
groups will occur.' Implementing both price regulation
and decontrol, with the former taking the precedence,
and carrying out price reform step by step will lessen and
alleviate contradictions in economic interests, thereby
reducing resistance to reform, winning more extensive
support for reform, and preventing preventable social
shocks. , . o

Third, implementing both price regulation and decontrol
with the former taking the precedence will be conducive
to matching the development of the new price system
with market development. China’s commodity economy
and market have been poorly .developed. Besides; a
highly centralized planned economic system has been
used in the country for a long time, defying relations
between commodity and the market. In 1979, the year
when the country began to adopt the policy of reform
and opening up, there was only an incomplete market of
consumer products. Sincé then, although market rela-
tions of various kinds have developed rapidly, the gov-
ernment has faced a heavy task of nurturing and devel-
oping markets from the beginning because of a poor
foundation. Market development needs to go through a
long process—it can gradually mature only after gradual
development of ‘the relations between commodity and
currency. After more than a decade’s reform, the market
of production essentials has just begun to develop.
Although the commodity market has developed quite
well, a nationally unified and open market system of a
competitive nature is yet to be developed. Regularized
price regulation by the market should. develop in a
nationally unified and open market with-a competitive
nature, and a market pricing system should function in a
nationally unified and open market system with a com-
petitive nature. Market development can . gradually
mature only after going through a certain period, and the
system that restrains market prices also requires some
time to properly develop and function. Therefore, price
reform can only be carried out step by step.
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Fourth, linking China’s price system to international
market prices also should be carried out step by step.
Reform of China’s economic system has been carried out
simultaneously with the policy of opening to the outside
world. As China’s foreign economic and trade relations
develop, the country’s economy has been increasingly
relying on its foreign trade. After a few years’ reform of
the country’s foreign trade system, foreign trade enter-
prises currently have taken the responsibility of their
own profitability and losses in exporting goods, and have
basically adopted the agency system in importing goods.
All these indicate that relations between domestic prices
and international market prices are becoming increas-
ingly closer. The domestic prices of commodities
imported through the agency system have already been
directly linked to international market prices. Obvi-
ously, in light of further development of China’s socialist
market economy, continued enhancement of the level of
dependence in foreign trade, and expansion of the single
world market, more and more Chinese companies and
enterprises will compete in the international market and
bring about a link between China’s price system and that
of the international market to an increasingly greater
extent; however, because China’s original price system
was completely disjointed from the international mar-
ket’s, the gap is still very wide. For example, the state-
designated price (FOB [free on board]) of China’s power
coal is only one-third of the international market price
(FOB), and the state-designated price (FOB) of China’s
crude oil is hardly a quarter of the international market
price. As such, we can only link domestic prices with the
international market step by step, starting from the field
of marketable commodities and branching out gradually
from there. Even in the case of marketable commodities,
there is no guarantee of a full linkage. Take the case of
energy; there may be complete linkage in crude oil, as
well as its end products, but not in coal. This is because
China’s coal production cost is low. To enhance the
competitiveness of China’s processed industrial prod-
ucts in the international market, the price of coal can still
be controlled at a level slightly below international
market prices.

In short, in deepening price reform in the future, we
should uphold the principle of gradual progress and
should not expect to complete the whole process in one
move. Of course, the format for gradual reform does not
necessarily mean seeking mere stability, slowing down,
and not being positive enough in promoting reform. As
long as conditions permit, we can always take bolder
strides forward—Ilike the price liberalization of agricul-
tural products in 1985 and the massive price adjust-
ments and liberalization in 1990 and 1991. We should
strive to basically straighten out price relations and
establish a market price system within five years or by
the end of the century, at the latest.

Widen the Vision in Price Reform, Basing It on the
Need To Develop a Market Economy

China’s price reform has achieved tremendous success.
In the fields of commodity and labor services, the market
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price system has begun to function advantageously, with
market mechanisms playing a leading role in forming
prices; however, this does not mean that price reform has
been completed. Today in price reform, we still have
many arduous tasks to accomplish. This is particularly
true when we view it from the perspective of developing
a socialist market economy, which demands us to widen
our vision and adopt various approaches in deepening
price reform.

Currently, prices in China are still considerably twisted.
Factory prices for controlled coal and adjusted prices for
crude oil have been marked so low that both industries
have suffered losses industry-wide. Low energy prices
lead to abuse and waste. It has been estimated that the
amount of coal wasted yearly is 100 million metric
tons—worth about 100 million yuan. Low efficiency in
energy utilization has become the most important cause
for China’s low industrial efficiency. Low energy prices
have also widened the economic and income gaps
between economically developed southeastern coastal
areas (who essentially get extra subsidies for utilizing
coal at a cheaper rate) and economically less developed
central and western areas (who essentially pay extra taxes
for cheap energy). Similarly, low transportation charges,
particularly in railway transportation, have led to a
serious shortage of funds needed for railway transporta-
tion investment, maintenance, technical transformation,
and construction of new railways, severely stagnating the
capacity for transportation. Transportation departments
have become the most prominent “bottlenecks” in
developing the national economy, affecting sea, land,
and air transportation. According to estimates by rele-
vant departments, the railway transportation capacity
can currently only meet about 60 percent of its needs.
Moreover, low state contract prices and unified pur-
chasing prices for agricultural products have relatively
lowered the interests of producing peasants. All these
problems need gradual solutions. Low rental costs for
public-owned housing in cities and towns has aroused
widespread social concern. Obviously, to smoothly pro-
mote the development of a socialist market economy, we
must energetically resolve the problem of twisted prices,
making sure that price signals—the most important
market signal—will be accurate enough to really reflect
the level of resources shortages and correctly guide the
direction of fund investments and decisions in both
production and operation.

Unrealistic price signals and distorted prices stem from
traditional price controls or government control over
prices. The exceedingly low prices mentioned above are
government-controlled prices, and they cannot fully
reflect market supply and demand. Even today, the
government still sets 30 percent of prices for commodi-
ties and labor services, and the government still has
certain control and influence over about 10 percent of
the guiding prices. Apparently, the government still
controls too many prices, particularly the prices of
commodities that should and can compete in the market.
The government should decontrol them with daring and
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let the market regulate them. Currently the supply and
demand in the market of consumer goods and the market
of supplies and equipment are largely balanced, the
pattern of buyers’ market of limited consumer goods
remains intact, and decontrolied prices, instead of
causing substantial price increases, will bring about price
changes and a change in the mechanisms for setting
prices; therefore, the time is good for price reform.
Conversely, while the government still has to set prices
for monopolistic resources and public goods, it should,
for the sake of keeping pace with the development of a
market economy, fully consider market supply and
demand, respect the law of value, increase the prices of
some goods if need be, and not hold down the prices
excessively; otherwise, it will encourage resource misuse
and waste. As prices continue to be decontrolled and
regulated and mechanisms for setting prices continue to
change, a proper system for price regulation and control
should be established to control the general price level, as
well as the prices of certain important agricultural goods
and seasonal products so that they will not fluctuate
dramatically.

During the course of current price reform, one important
issue that must be immediately dealt with is to accelerate
the process of merging the two prices set for materials for
industrial production. The two-price system is a product
of China’s gradual reform, and it was a sensible choice
when market mechanisms were gradually introduced
into the process of setting the prices of industrial pro-
duction materials. Shortly after the two-price system was
adopted, inflation rapidly widened the price differences
by two times, and even several times. Consequently, the
system could hardly demonstrate its positive roles,
whereas its defects of obstructing normal economic
operations became increasingly pronounced. Although
people in various quarters have demanded that the
two-price system be retracted as quickly as possible and
that the two prices should be merged into one, the
process of merging the two prices has been quite slow. Of
the few prices that have been merged, they have been
merged to become prices planned by the state, or guiding
prices set by the state. This shows that the merger must
have clearly defined direction and objectives. In other
words, most of the prices should be merged to become
market prices, and only some should be merged to
become prices planned by the state. As long as the
difference between two prices is not substantial—when
market prices are higher than state-planned prices by
about 50 percent, when supply and demand are largely
balanced, or when supply and demand are quite flexible
even though supply demand is greater than supply, for
example—prices can be merged to become market
prices. The work to merge the two prices and let the
market regulate most of the prices of materials for
industrial production must also be integrated with the
change of government functions so that the market can
set the prices of goods sold on the market.

It should be emphatically pointed out that, as China’s
economy develops into a socialist market economy and
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reform of the country’s market orientation accelerates,
price reform will very soon go beyond the narrow
domain that limits reform to prices of material products
and services, more attention will be given to price reform
in its broader sense, and reform of production essential
pricing will become more prominent.

The most prominent characteristic of a market economy
is that the market becomes a major means for distrib-
uting resources, prompting resources, following the trend
of the market, to flow from low-efficiency sectors and
enterprises to high-efficiency ones. The preconditions
for resources to flow freely and rationally are the com-
mercialization of production essentials and circulation
of production essentials in the market; in addition,
prices of production essentials will be decided by the
market. Since reform was initiated, we have gradually
realized that production essentials should gradually be
commercialized and enter market circulation, which
requires the prices of production essentials to be gradu-
ally decided by the market; however, reform in this field
has proceeded relatively slowly. Compared with reform
of prices of material products and services, reform of
prices of production essentials has noticeably lagged
behind. This is also an important reason why the coun-
try’s current efforts to readjust the industrial structure
has yielded little results. Now that we have decided to
develop a socialist market economic system, it has
become especially important to carry out price reform of
production essentials to enable prices to be decided by
the market.

The most basic elements of production essential prices
include price interests of funds, price wages of labor,
prices of leasing land (and land prices), and the exchange
rate of renminbi against foreign currencies. To be in line
with the requirements for developing a socialist market
economy, all these elements should be decided and
regulated by the market to prevent the most important
market signals from being distorted. Prices of produc-
tion essentials being decided by the market are insepa-
rable from the nurturing and development of the market
for production essentials. Currently, it is necessary to
urgently quicken the pace of reform in these two areas so
that prices of production essentials will be decided by the
market at the earliest possible date.

Zhang Yanning on Implementing Enterprise
Regulations

93CE0119A4 Beijing QIYE GUANLI [ENTERPRISE
MANAGEMENT] in Chinese No 10, Oct 92
pp 17-24, 34

[Article by Zhang Yanning (1728 1750 1337), deputy
director, Economic Relations and Trade Office, the State
Council: “Implement ‘Regulations’ in Earnest To Usher
in New Stage in Enterprise Reform”]

[Text] These days the entire nation from top to bottom is
studying in earnest the spirit of the key speech made by
Comrade Deng Xiaoping when he inspected the south,
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the important address made by Comrade Jiang Zemin at
the central party school, and -the meetmg of the CPC
Politburo. Across the nation the situation is good—
reform and the open policy are thnvrng and the economy
is booming, spurring us on. It was against this backdrop
that the Economic Relations and Trade Office of the
State Council and the State Restructuring of the Eco-
nomic System Commission convened with the permis-
sion of the State Council a national working conference
on ‘transforming operating mechanisms of enterprises.
The goal was to tfeport and review the progress that had
been made in transforming enterprise operating mecha-
nisms since the central working conference of last Sep-
tember and make plans for implementing the “Regula-
tions for Transforming ‘the Operating Mechanisms' of
Industrial Enterprises Owned by the Whole People”
promulgated by the State COunc1l on 23 July 0 as to
further enterpnse reform

1. Since the central working conference, new progress .
has been made in the various reforms aimed at - -
transforming enterprise operating mechanisms and
making large- and mld-s1zed state enterprises a success.

To implement the spirit of the central working confer-
ence, three tasks were undertaken simultaneously. One,
implementing the 20 measures intended to turn large-
and mid-sized state enterprises around, improving the
enterprises’ external' environment, and intensifying
réeform and management inside the enterprises. Of these
20 measures, 12 designed to increase depreciation funds,

new product development funds, and circulating funds
have largely been put into effect. By and large enterprises
would have an additional ‘8 billion yuan in retained
funds at their disposal this year. Two, implementing the
“Enterprise Law” and formulating the “Regulations for
Transforming the Operating Mechanisms of Industrial
Enterprises Owned by the Whole People.” Three,

launchmg all sorts of pilot pro_]ects in enterprise reform
in many places across the nation in keeping with the
spirit of the central working conference and that of
appropriate State Council meetings. According to
incomplete data, already 8,469 industrial enterprises
within the budget have been experimenting with reform.

Most of these pilot projects are doing well currently and
have accumulated new experience for enterprise reform.

These three tasks complement and support each other.

After Deng Xiaoping made an important speech wher he
inspected the south, in particular, reform and the open
policy have entered yet another stage of development.

Grasping this favorable” opportumty, all sectors. and
localities have quickened the pace of reform and applled
themselves to their work, creating a positive encouraging
momentum ‘in the drive to transform the operating
mechanisms of enterprises.. New progress has been made
in enterprise reform as- mamly demonstrated in- the
followmg ways. .

1) Further hberated thmkmg and enhanced the con-
sciousness of and sense of urgency about contmumg
enterpnse reform
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After studying the spirit of Deng Xiaoping’s speech
carefully and grasping its underlying essence, everybody,
from leading cadres at all levels to the rank-and-file
enterprise workers, has further liberated his thinking and
updated his ideas, believing even more strongly that
everything must revolve around economic construction.
We must take advantage of the opportunity and concen-
trate our energies on developing the economy sooner,
striving to scale new economic heights once every few
years. Understand thoroughly the logic of using reform
and the open policy to develop the economy, reform
being a revolution that can liberate productive forces.
Emanclpate ourselves from the ideological straitjacket of
thinking in terms of either capitalism or socialism and
establish evaluation criteria. Clarify the fuzzy relations
between planning and the market. Clearly establish the
important role played by the market mechanism in the
development of a commodity economy. All of that has
laid a philosophical foundatlon for our drlve to continue
enterpnse reform

Our goal is to build socialism with Chinese characteris-
tics. Critical to building socialism with Chinese charac-
teristics and developmg socialist productive forces is
making state enterprise, particularly large- and mid-
sized state enterprises, a success. Since reform and the
open policy went under way, state enterprises have been
bestirring, but years of being fettered by a highly central-
ized planned economic systemn under which government
administration was fused with enterprise management
had enervated -enterprises, makmg them unprofitable.
Many enterprises have been incurring heavy losses.
These problems take on an additional urgency now that
we are confronted with the grim challenge of interna-
tional competition. When state enterprrses particularly
large- and mid-sized state enterprises, remain devital-
ized and unprofitable for years, this state of affairs
hardly proves the superiority of socialism with Chinese
characteristics. The fundamental way out of this mess
lies'in continuing reform. Only by quickening the pace of
reform and the open ‘policy to fundamentally transform
the existing economic system that hampers the develop-
ment of productlve forces and establishing a new revi-
talized economic system can we tap the potential
socialist initiative and creativity of enterprises and their
vast number of workers and fully bring out the superi-
ority of the socialist system, putting them on the track of
self-perpetuating growth,

Recently the central government explicitly declared that
“erterprise reform lies at the heart of the restructuring of
the entire economic. system. At present the thrust of
enterpnse reform is transforming the operating mecha-
nisms of enterprises.”. The key to transforming the
operating mechanisms of an enterprise is ensurmg that it
actually exercises decision-making authority in its oper-
ations. Only when decision-making authority becomes a
fact will the enterprise live up to the requirements of the
market and become a commodity producing and oper-
ating unit that enjoys autonomy in its operations,

assumes responsibility for 1ts own proﬁts and losses, and
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is capable of self-development and self-discipline in
accordance with the law. To transform an enterprise’s

operating mechanism and turn decision-making -
authority for the enterprise into a fact, we must at the "

same time alter government functions, separate govern-
ment administration from enterprise management,
manage the macroeconomy properly, and decontrol the
microeconomy. If government functions are not changed
in earnest, it may very well prove impossible to trans-
form the enterprise’s operating mechanisms or force us
to abandon the effort midway. Leading cadres at all
levels and the rank-and-file enterprise workers have
understood all this very well and have enhanced their
consciousness and sense of urgency about continuing
reform, particularly enterprise reform.

2) Further expanded the enterprise’s decision-making

authority in its operations and strengthened its self-

discipline mechanism.

The “Enterprise Law” is the legal basis for continuing
reform and transforming enterprise operating mecha-
nisms. Now that they have become more aware of the
importance of implementing the “Enterprise Law,” all
localities and sectors have begun turning enterprise
decision-making authority into a reality even as they
monitor the way the “Enterprise Law” is being put into
effect and announced the annulment of a host of docu-
ments inconsistent with the spirit of the “Enterprise
Law.” To begin with, the scope of command planning
has been reduced. The State Planning Commission and
other departments involved and the various localities

have scaled back the commitments of large- and mid-

sized enterprises with extensive monopolistic allocation
responsibilities to turn over their output to the state as
required under the command plan. Guangdong, Shan-

dong, Jilin, and other provinces have decontrolled those .

products whose supply and demand are basically in
balance. Apart from commitments laid down in the state
plan, there are no longer any provincial requirements.
Second, enterprises have been given more power to set
prices. Provinces like Jiangsu and Anhui have loosened
their control over prices. Other than prices directly set by
the state, enterprises are free to determine the prices of
most products and charges for labor services. Shandong
has granted 132 enterprises that are experimental units
provincial-level price-setting power. Third, enterprises
have been given the power to examine and approve
investment projects. Already Guangdong, Guangxi, and
other provinces have delegated to enterprises the
authority to examine and approve projects involving
retained funds or self-raised funds. In Guangdong, large-

scale enterprises already enjoy provincial-level power to_
examine and approve projects. Fourth, enterprises have

been given increased authority in labor and personnel
matters and in distribution. As a result, many enterprises
in the experiment have been able to carry out such
reforms as the recruitment and appointment of cadres
and workers based on merit and to distribute wages on
their own as they see fit. Fifth, the examination and
approval of applications by qualified production enter-
prises to export and import has been speeded up. Today
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over 650 large- and mid-sized state industrial enter-
prises, including the newly approved ones, enjoy
autonomy in foreign trade. s

Concomitant with the increase in their decision-making
authority, steps have been taken to tighten enterprise
self-discipline and hold them accountable for their own
profits and losses. For one thing, many areas have
further improved the practice of linking wages to' the
margin of profit, to the extent that nowadays when an
enterprise’s profits decline, so does its total payroll. In
Zhuzhou City, total wages at the 15 municipal enter-. ..
prises which failed to meet the profit target by the end of
last year fell 15.3 percent on the average, 20 percent in
the worst case. Second, at money-losing enterprises, the
issue of bonuses was suspended, floating wages were
lowered, and the factory-level leading group was reshuf- -
fled. In Qingdao City, for instance, when an enterprise
loses money for four consecutive months and when its
losses exceed the specified base figure, its bonuses and
floating wages for the year in question would be withheld
in full. Every factory-level leader would have his fixed
wage lowered oné grade. Leading groups at 30 unprofit-

able enterprises have been reshuffled this year. o

3) Adopted a “turn on the water to raise fish” policy.
Some enterprises have been suspended, closed, acquired,
or transformed. The “survival of the fittest” mechanism’
has begun operating in some enterprises.

In view of the fact that enterprises shoulder a heavy
burden but have little retained funds, some provinces
and municipalities have adopted a policy of “turning on
the water to raise the fish” toward profitable and well-
managed enterprises as well as enterprises in such dire
straits that they need special assistance, provided they
have first met their financial commitments to the state.
Tianjin allows its 109 key enterprises to retain in full the
income they have after fulfilling their contracting obli-
gations to be spent on technological transformation.
Building on strong growth last year, these enterprises
increased sales earnings by 22.6 percent in the first half
of this year and boosted profits realized by 14.4 percent.
Meanwhile, loan repayments also rose 85.3 percent. :

Even as they foster the development of a host of enter-:
prises, all localities have been closing, suspending,

acquiring, or converting to other lines of product some

enterprises that had been losing money for years, that

had more liabilities than assets, or that were beyond

rescue, thus creating a mechanism that rewards the
strong and penalizes:the weak. Taking a constructive
attitude, the localities moré often try to merge enter--
prises or switch them to another line of product than to
close or suspend them. After starting bankruptcy pro- -
ceedings against 18 collective enterprises, Shenyang fol-
lowed up this year with similar actions against Shenyang
No 2 standard parts plant, an enterprise owned by the
whole people, and eight other collective enterprises. In
Hunan Province, three enterprises within ‘the budget,
including Changsha Electronic Equipment Factory, were
declared bankrupt on a trial basis. Because of stronger
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leadership and efforts made to place the affected workers
in jobs and handle the liabilities properly, bankruptcy
work went quite smoothly. Hubei, Henan, and Sichuan,
among others, have launched experiments in which
enterprises are first closed or.declared bankrupt and
subsequently acquired, with fairly good results. Of the
enterprises closed, suspended, acquired, or switched to
another product line, there has been an increase in the
number of inter-trade, interregional, and inter-
ownershrp-system enterpnses this year. A new phenom—
enon is that of small enterpnses acquiring large ones and
commercial enterprises acquiring industrial ones. For
instance, in Beijing the Dongan Group has ‘acquired
Beijing No 2 Watch Factory; in Hangzhou, school-run
Huahaha Nutritious Food Company has acqulred the
state-owned Hangzhou Canning Plant; and in Qingdao,
the Qingdao Commercial Machlnery Company has
acquired a commercial transportatlon company.
According to statistics on 31 provinces, regions, munic-
1pa11t1es and municipalities with provincial-level eco-
nomic decision-making authority, 1,729 industrial enter-
prises were closed, suspended acqu1red or converted to
another product line in the first half of this year, of which
600, or 34.7 percent, were state enterprises. Of the 66
enterprises that went bankrupt, 15, or 22 7 percent, were
state enterprises.

4) Experimented with all sorts of oper’ating methods ina
dlhgent search for a formula that is su1ted to the market
operating mechanism. .

To find and choose the right enterprise operating
method, all localities have conducted useful experi-
ments. Beijing, for instance, has injtiated the “eight
boats” project, Tianjin has adopted “eight new methods
for experimental units,” and Shanghai has proposed “10
approaches.” Among this flurry of new methods, which
one should the enterprise pursue? In some cases, the
enterprise has been free to decide on its own, in others
the choice was made through consultation between a
government department and the enterprise.

As the principal operating method, the contract system
has further improved in the course of practice. These are
the major improvements. One is “working one’s way up
the tax brackets and reaching the target.” That is, enter-
prises are put into different tax brackets depending on
their size and operating conditions. The higher the tax
bracket, the greater the difficulty, and the higher the
payoffs. Jixi City, the first to introduce this method in
Heilongjiang, succeeded in quadrupling profits and taxes
and increased revenue 1.7-fold in the last five years.
Another improvement is the property management con-
tract responsibility system. Shanghai, for instance, has
reformed the state property management system and
instituted enterprise property management contracting
for state property operating companies. A third improve-
ment is input-output general contracting. So far nation-
wide 717 industrial enterprises within the budget have
adopted this method. A fourth improvement -is ‘that
made to existing contracting procedures.. Some localities
have introduced a contract system under which. the
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enterprise strictly guarantees the base figure, with
increased retention of above-quota profits. Some have
adjusted the base figures as appropriate to facilitate
enterprise development. Others have replaced leading
group contracting with all-personnel contracting. Yet
others have substituted a single evaluation target with
multiple targets and 1mproved the practlce of linking
wages to proﬁts v

Experlments in shareholdmg are being: standardxzed
gradually Since the latter half of last year, enterprises
experimenting with the shareholding system have been
developmg rapidly. To resolve the operating anomalies
in the experimental units, the State Council in April
released ‘the summary of a seminar on the work of
enterprises. experlmentlng with the shareholding system
that was held in Shenzhen jointly by the State Restruc-
turing of the Economic System Commission and the
former productivity office of the State Council and
demand_ed that shareholdmg experimental units be stan-
dardized. Five agencies, including the State Restruc-
turing of the Economic System Commission, have
jointly issued the “Regulations for Enterprises Experi-
menting . with the Shareholding System” and other
related documents. Last May the State Council estab-
lished a securities management working conference to
step up leadership in this area. Thus far 123 enterprises
nationwide have issued shares to members of society.
Pilot projects in “tax and profits separation” have also
gone under way, with localities everywhere working to
1mprove the way such expenments are bemg conducted.

_The operauons of some state enterprlses are being
decontrolled in the following ways: Modeling the man-
agement method on that of enterprises that are either
wholly or 'partially forengn-owned and township and
town enterprises; giving enterpnses the five decision-
makmg powers (to make decisions in production opera-
tions, price-setting, internal distribution, labor and
hiring, and technologlcal transformatlon) and four
decontrols (in operations, prices, distribution, and
hiring); applying the high-tech industrial development
zone policy; forming joint ventures with foreign firms,
and “one plant, two systems.” The Shanghai Industrial
Sewmg Machine Company, which was decontrolled on
an experlmental basis in September last year, increased
its sales earnings 66.6 percent in the first half of this year.
New products accounted for 71 percent of its output
value, its export sales grew -31.4 percent, tax payments
increased 54.6 percent, and workers’ wages grew 20
percent on the average. In Chongging City, 90 percent of
state .commercial enterprises were involved in a “four-
decontrol” experiment. Last year these enterprises
increased total sales 8 pércent and profits 51 percent,
operatlng losses fell- 25 percent, and the quality of
serv1ces has improved markedly. )

5) Vlgorously pushed ahead with reforms in mtemal
labor, personnel, and distribution, and lessened the
social burden on industrial enterprises by developmg the
tertlary mdustry, among other thmgs ’
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Reforming the three systems of labor, personnel, and
distribution within the enterprises is a priority to leaders
at all levels and has received the support of the rank-
and-file workers. Judging from the progress that has been
made earlier, many enterprises have been. proceeding
steadily, with better than expected results and fewer than
expected problems. The No 1 steel mill at Anshan iron
and steel complex originally had 3,469 workers. Then it
reformed its labor, personnel, and distribution systems.
Through painstaking organization and careful work,
with administrative offices taking the lead in stream-
lining, and making careful plans to place the workers
affected in other jobs, it has successfully trimmed the
number of people on its payroll by 700 (including 120
cadres), a 23 percent cut, even as productivity climbed
more than 30 percent. In Shandong, Boshan Cement
Factory introduced all-personnel contra¢t management
and reduced its workers by two-thirds. Meanwhile,
output rose 40 percent and it continued to lead the
industry in nine out of a total of 11 indicators.

To solve the problems of state industrial enterprises—
heavy social burden, over-staffing, and low productivity,
many localities and enterprises have taken a leaf from
the book of Baoshan iron and steel complex and the No
1 Plastics Company in Shijiazhuang. On the one hand,
they support large state industrial enterprises in entering
the tertiary industry. On the other hand, they are grad-
ually severing the enterprise-run social welfare undertak-
ings ‘and turning them into independent operations.
Breaking with the old practice of having the mine run
society, the No 1 mine of Dayan mining bureau of
Dongmei Company finds jobs for redundant personnel
in mining. Thus far the mine has reduced its number of
workers from 5,005 to 1,322. Between January and May
this year, raw coal output rose 36.5 percent over the
same time last year, and costs per ton has dropped
substantially. Within five months, the mine was able to
turn a loss into a profit. . o .

6) Government functions have begun to change. The
construction of a market system and social security
system have been intensified. - *~ - :

Since the central working conference, many departments
in the State Council as well as appropriate departments
in provincial and municipal governments have begun
formulating detailed measures to change government
functions. Several provincial governments, including
those in Shandong, Guangdong, Henan; Yunnan, and
Hebei, have made it clear that the responsibilities of
government departments in charge are limited to the
appointment and dismissal of directors of enterprises
experimenting with reform, along with their rewards and
punishments; the review and approval of the contracting
plan; and the supervision of auditing, and that enter-
prises would be free to participate in competition under
the market mechanism. In conjunction with the change
in ‘government functions, some localities and sectors
have been mulling over plans to reform the government
machinery, with some actually taking action. -~ .
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New progress has been made in the nurturing and
development of the market system. Reportedly there are
now 294 large steel exchanges and 369 large-scale trading
centers for capital goods, with a combined annual
volume of business worth almost 500 billion yuan.
Markets for funds, technology, information, labor, real
estate, and property rights have also begun to take shape
to varying extents. Jiangsu Province has established
appropriate -regulatory bodies at each of the decision-
making, supervision, and service levels, and drawn up
regulations for wholesale markets in different localities
and of different types. The Ministry of Public Security
and Ministry of Communications have issued orders
explicitly” directing all localities to dismantle check-
points. :Shanxi has torn down over 2,300 checkpoints
that had been a barrier to circulation. At the Ministry of
Materials, the formulation of provisional regulations for
the wholesale and trading of capital goods is now a top
priority. . ' '

The reform of the social insurance system has notably
quickened its pace. In Hainan Province and Shenzhen,
comprehensive experiments in reforming the social
insurance system got under way at the beginning of this
year. Zhuzhou City has introduced social labor insur-
ance and established a training network for people
waiting for jobs. It has also created a labor market and
qualified personnel market to provide services for enter-
prises, basically forming a social labor insurance system.
Nationwide 75 million workers who work in enterprises
owned by the whole people and 25 million others who
work in. large collectives now have pension insurance.
The gradual creation and improvement of a range of
social insurance systems have facilitated reform of the
three systems within enterprises. _ . ' -

The new progress in enterprise reform earlier can mainly
be attributed to the immense importance that all locali-
ties and sectors as well as enterprises attach to living up
to the spirit of the central working conference and the
transformation of enterprise operating mechanisms and
to their high degree of enthusiasm for reform. Top
leaders at all levels personally take charge of reform and
pay close attention td it, They relate the central govern-
ment’s reform and open policy to the reality in their
locality or sector and carry out reform step by step in a
systernatic manner. In their work they focus on what is
important and provide customized guidance. They take
pains to see that reform measures are coordinated and
support one another. Taking the mass line, they rely on
the workers and employees, combine the transformation
of enterprise operating mechanism with structural read-
justment and the improvement of economic results. In
the first half of the year; the national economy grew
faster than at any other time in recent years. In partic-
ular, both the rate of growth and profitability of large-
and mid-sized.state enterprises have improved, proof
enough that the string of policies designed to turn those
enterprises around has begun to- work.
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The preceding paragraphs summarize some of the more
successful experiences and practices of the various local-
ities and sectors as they experimented with reform,
including enterprise reform. However, localities and
sectors differ in how much progress they have made in
enterprise reform. Nor do their efforts yield identical

_results. A considerable number of enterprises remain in
straitened circumstances. There the pace of reform must
be quickened; restructuring and an easing of burden are
necessary to turn the situation around.

Right now there remain a number of problems in enter-
prise reform that we should take note of. Some comrades
have not liberated their thinking enough. Fettered by
“left” ideology, they are still taking a wait-and-see atti-
tude and dare not go ahead boldly to further enterprise
reform, tackle the more difficult issues, or achieve any
breakthrough. The change of government functions and
other related reforms are lagging behind, unable to meet
the needs of enterprise reform. The decision-making
authority granted to enterprises by the “Enterprise Law”
has not been put into effect fully. There are also some in
enterprise reform whose work is erratic, merely pay lip
service to reform, and do not care about the actual
results. An effort must be made to resolve all these
problems gradually.

IL Implement the “regulations” in earnest. Accelerate
the transformation of enterprise operating mechanisms
and advance enterprise reform to a new stage.

Last year the central working conference demanded in
no uncertain terms that enterprise operating mecha-
nisms be transformed and that enterprises orient them-
selves to the market. Going one step further, the central
_ government this year demanded that by transforming
their operating mechanisms, we increase the number of
well-run enterprises so that they account for two-thirds
of all enterprises during the Eighth Five-Year Plan, up
from the current one-third. Implementing fully and in
earnest the “Regulations for Transforming the Operating
Mechanisms of Industrial Enterprises Owned by the
" Whole People” promulgated by the State Council
recently is a key component of enterprise’ reform and is
critical to achieving the strategic mxss1on proposed by
the central government.

l) Enhance our understandmg of the 1mportance of the
“regulations” and concentrate our energles on their
implementation. :

The “regulations” were drafted through close coopera-

tion between the State Restructuring of the Economic
. System Commission, the Economic Relations and Trade
Office and Legal Affairs Bureau of the State Council, and
other pertinent agencies under the leadership of leading
comrades from the State Council. In-depth studies were
conducted and opinions were repeatedly sought from all
quarters. The “regulations” went through successive
drafts, a process that took more than six months. They

Based on the “Enterprise Law,” the
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were discussed and approved by the Standing Com-
mittee of the State Council and have been formally
promulgated.

“regulations”
embody the basic lessons we have learned from the early
phase of reform in China. They are informed with the
spirit of the central working conference, which is to make
large- and mid-sized state enterprises a success, particu-
larly the spirit of the important speech made by Com-
rade Deng Xiaoping recently. They spell out in detail the
main provisions of the “Enterprise Law” in accordance
with the principle of separating government administra-
tion from enterprise management and managing the
macroeconomy properly while revitalizing the micro-
economy. The “regulations” represent significant depar-
tures from existing policies, rules, and rules, symbolizing
that enterprise reform has entered a new stage. The
promulgation and implementation of the “regulations™
provide a crucial legal basis for the transformation of
enterprise operating mechanisms. The full and conscien-
tious implementation of the “regulations” will go a long
way toward putting the “Enterprise Law” into effect,
mobilizing the enthusiasm and creativity of enterprises
and workers, expediting the march of enterprises toward
the market, consolidating and furthering the achieve-
ments of the early period of enterprise reform, bringing
about the transition from the old to the new economic
structure, and enabling the national economy to scale
new heights sooner and more easily.

Many prevailing conditions favor the full implementa-
tion of the “regulations.” The new situation of reform
and openness has laid the ideological groundwork for
transforming enterprise operating mechanisms and cre-
ated a hospitable climate. The useful experiments in
enterprise reform conducted earlier provide some suc-
cessful experiences for transforming enterprise operating

‘mechanisms. Be that as it may, we must realize clear-

headedly the arduous and complex nature of such a

-transformation. The “regulations” are a hard-won vic-

tory, but implementing them will be an even more
herculean task. The reason is that transforming enter-

. prise operating mechanisms is intimately related to the

restructuring of the economic system overall. The pro-
cess of transforming enterprise operating mechanisms is
more than that of reforming the old economic system

" and requires a change in government functions as well.

Organizational reform requires the establishment and
perfection of a market system and social insurance
system and the intensification of legal construction. The
amount of work that needs to be done is enormous and
many problems need to be resolved. It is indeed an
arduous and complex job to make sure that the “regula-
tions” are implemented to the full all the way down to
each and every enterprise. It will take an enormous
amount of hard work and effort on our part.

Leading comrades on the CPC Central Committee and
the State Council take the successful implementation of
the “regulations” very seriously. Commenting on the
“regulations” in writing before their promulgation,
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Comrade Jiang Zemin said, “Years. of practice prove
that making large- and mid-sized state enterprises a
success is no easy matter. But we must stick with it. In
the midst of an excellent situation—the entire party
studying and fulfilling in earnest the spirit of the speech
Comrade Deng Xiaoping made when he inspected the
south, the State Council has formulated these ‘regula-
tions.” I hope party and government organs at all levels
continue to liberate their thought, change government
functions, and turn decision-making authority for enter-
prises into a reality.” This very important instruction by
General Secretary Jiang Zemin is the guiding thought of
this conference and of the implemenitation of the “regu-
lations” in the future. As directed by leaders on the CPC
Central Committee and State Council, we must grab. the
opportunity to press forward in the face of difficulties
and go all out to successfully implement the “regula-
tions.” '

2) Devote some time to an extensive campaign aimed at
publicizing the “regulations” and educating people
about them.

The “regulations” include numerous provisions and
cover a broad area. To implement the “regulations,” we
must begin by fully understanding and mastering their
spiritual essence and main content and familiarizing
ourselves with the process in which they were formu-
lated. This is a precondition for implementing the “reg-
ulations.” Accordingly, we need to spend some time
studying and publicizing the “regulations™ extensively
and thoroughly. Not only must enterprise leaders and the
rank-and-file workers study the “regulations” in earnest,
but every government agency also must come t0 grips
with them, with. leading comrades at all levels taking the
lead. Organize personnel to compile a ‘*‘regulations”
publicity outline and teaching materials. Devote two to
three months organizing training courses at every level to
educate workers in government departments as well as
enterprise directors (managers) and employees.

Propaganda departments must step up the publicity of
the “regulations” and the task of transforming enterprise
operating mechanisms. Use all news media to publicize
the “regulations” in every way. Focus the attention of
government agencies, enterprises, and workers on the
central mission of transforming enterprise operating
mechanisms. Make more people understand the “regu-
lations.” Make society at large support, encourage, and
supervise the implementation of the “regulations.” -

Through study and publicity, enhance the sense of
legality of government departments. Government
departments must discharge their responsibilities in
accordance with the law and enterprises must produce
and operate in accordance with the law. In our study and
publicity, do not argue over some theoretical problems;
there are things that need to be explored and improved
in the course of reform in the future. -

CEcoNoMiC - -

3) The key to transforming enterprise operating mecha-
nisms is to ensure that enterprises really have decision-
making authority in their operations. . " - :

Targeting the weaknesses of enterprises—devitalization
and poor economic results—and taking into consider-
ation the possibility in reality, the “regulations” spell out
in detail the four powers for enterprises in their opera-
tions, thus amplifying and expanding the relevant pro-
visions in the “Enterprise Law.” Whilé adhering to the
principles of the “Enterprise Law,” the “regulations™
include some departures from'éxisting policies, rules,
regulations, and practices, particularly when it corhes to
the enterprises’ decision-making authority in production
and operations, investment, product price-setting,
import-export, personnel and labor, the distribution of
wages and bonuses, and its own internal organizational
setup. In doing so, the “regulations” play a significant
role in turning decision-making authority for enterprises
into -a reality, further ‘mobilizing the enthusiasm of
enterprises and all employees, expediting the adjustment
of the product mix and enterprise organizational restruc-
turing, enhancing the enterprise’s’ capacity for self-
development, and improving its economic results. Even
as they grant decision-making authority to the enter-
prise, the “regulations” make the enterprise even more
responsible for its own profits and losses, laying down
appropriate policies and measures to establish and
improve the enterprise’s self-discipline mechanism and
correctly handle the interest relations among the three
parties: the state, enterprises, and workers. On the one
hand, the enterprise must exercise to the full the rights
thus conferred on it by the state and use the law to
protect its own legitimate rights and interests. On the
other hand, it must be thoroughly cognizant of its own
civil liabilities, operate on its own in accordance with the
law, and assume responsibility for its own profits and
losses. ‘ S . . e

Choosing and deciding'on the right method of operations
is an important issue-in correctly handling the relations
between the state and enterprises and turning decision-
making authority for enterprises into a reality. Continue
to follow and perfect the enterprise contract responsi-
bility system. These days over 90 percent of state indus-
trial enterprises have introduced just such.a system,
adhered to it, and improved on it.-The thrust of reform
is to expedite the transformation of enterprise operating
mechanisms and increase its developmental momentum.
Through the contract system, the Shoudu iron and steel
complex has succeeded in transforming. its operating
mechanism and achieving both fast growth and a high
profit rate. Its experiences and. lessons are ‘highly
inspiring to us as we try to improve the enterprise
contract responsibility system. Units experimenting with
the shareholding system must strengthen leadership and
conduct pilot projects systematically, steadily, and cau-
tiously in accordance with a plan based on the require-
ments of standardization.- Continue: the experiment in
tax-profit separation and improve the way in which the

experiment is carried out. ..



18 ECONOMIC

4) The change in government functions must keep up
closely with the transformation of enterprise operating
mechanism. Other related reforms must be tackled
promptly.

The “Enterprise Law” grants decision-making authority
to enterprises, which however, has not really been turned
into a fact. An important reason for this is the fact that
the change in government functions has failed to keep
up. Accordingly, government departments at all levels
should speed up the change in government functions in
accordance with CPC document No 4 and provisions in
the “regulations.” In addition to the departments in the
State Council, government departments at all levels also
must change their functions. Direct management is to be
replaced by indirect management, using a combination
of economic, legal, and the necessary administrative
tools, and doing a good job in “planning, coordination,
supervision, and service.” The 14 decision-making
powers granted by the “regulations” to the enterprise
must be carried out to the letter. They must not be
withheld by any department or unit. Where the “regula-
tions” stipulate that an enterprise must secure the per-
mission of the pertinent department before it is given a
decision-making power, work procedures, rules and reg-
ulations, and responsibilities must be laid down in
accordance with the principle of “simplifying formali-
ties, shortening the chain of command, improving effi-
ciency, and making things convenient for the enter-
prise.” After turning over to the enterprises matters they
should not deal with, government departments at all
levels should take pains to do a good job dealing with
things they should deal with, intensify macroeconomic
regulation and control, regulate their trade properly, and
set up a macroeconomic regulatory and control system
that can revitalize the enterprises, on the one hand, and
facilitate the orderly operations of the economy, on the
other. They should set up a social insurance system and
perfect the market system, make use of the market as a
regulator, and create a positive social environment
where enterprises can orient themselves to the market.
They should also develop and perfect public facilities
and other public welfare undertakings related to enter-
prises.

Even as we change government functions, we should
quicken the pace of coordinated reforms, such as those in
planning, investment, finance, taxation, banking, prices,
materials, commerce, foreign trade, personnel, labor,
and wages. Government departments must be serious
about translating decision-making authority for enter-
prises into reality, but they must at the same time take
care to enhance the enterprises’ developmental
momentum. If enterprises are saddled with an excessive
burden but have too little retained funds, it would be
difficult for them to exercise decision-making authority
in their operations or assume responsibility for their own
profits and losses. Governments at all levels, therefore,
should take actions, including genuinely implementing
the several provisions in the “regulations” relating to the
strengthening of enterprise developmental momentum,
to heighten their capacity for self-development.
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5) Improve leadership and work out methods of imple-
mentation to ensure that all policies and measures in the
“regulations” are really put into effect where it matters.

All localities and sectors must step up leadership over
this piece of work in earnest, with top leaders taking
charge personally. An office must be clearly put in
charge. All necessary operating systems and responsi-
bility system must be created so that there are people to
get the work done and responsibility is pinpointed. As
they implement the “regulations,” government depart-
ments must not for a second waver from the goal of
transforming enterprise operating mechanisms, which
will enable the enterprise to meet market demands and
become commodity producing and operating units
which have decision-making authority in their opera-
tions, are responsible for their own profits and losses, are
capable of self-development and self-discipline, as well
as enterprise legal persons which enjoy independent civil
rights and assume civil obligations. If more than two-
thirds of enterprises are to basically achieve decision-
making authority and assume responsibility for their
own profits and losses during the Eighth Five-Year Plan,
the change in government functions must be expedited
and a relatively sound social insurance system and
market system must be put together without delay.

Revolving around the goal mentioned above and based
on the requirements of the ‘“regulations,” all localities
and sectors must work out detailed implementation rules
for their own jurisdiction in accordance with this prin-
cipie: unify planning, implement step by step, provide
individualized guidance, and emphasize practical
results.* Here we put forward five requirements. First,
the methods of implementation must achieve the spe-
cific policies and measures of the “’regulations,* spelling
them out in greater detail. Second, the method of imple-
mentation must be consistent with the spirit of the
“regulations,” neither narrowing nor taking back the
decision-making authority granted explicitly by the “'reg-
ulations* to enterprises. On the other hand, further
innovations and amplifications are permissible in light
of the reality. Third, the focal point of a method of
implementation must be the translation of decision-
making authority for enterprises into reality and the
changing of government functions. Fourth, provide guid-
ance that differentiates between the coastal region and
the interior, between large-, mid-sized, and small enter-
prises; between profitable enterprises and unprofitable
ones; and between for-profit enterprises and social-
welfare-oriented ones. In localities which meet the
requirements, the transformation of enterprise operating
mechanisms must quicken its pace even more. Enter-
prises that are already experimental units should speed
up the transformation to be the first in fully imple-
menting the “regulations.“ Since large- and mid-sized
enterprises are the main players in the transformation of
enterprise operating mechanisms, they should be the
first to implement some of the more important decision-
making powers granted them by the regulations.* Fifth,
seek truth from facts. Emphasize practical results. Suit
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measures to the conditions in each enterprise. Respect
enterprises’ wishes. Overcome formalism. Do not
impose a single solution or formula on everybody across
the board.

Previous enterprise-related policies, rules, and regula-
tions must be checked against the “regulations” and the
method of implementation of the locality or sector in
question. Wherever they violate the “regulations” or
method of implementation, they must be amended or
annulled. At the same time, the formulation of new rules
and regulations compatible with the “regulations” must
proceed with urgency for completion before year-end.

Intensify the supervision and inspection of the way the
“regulations” are being implemented so that every law is
complied with, laws are enforced strictly, and violations
of the law will be investigated. This will determine
whether or not the “regulations” will really work. Gov-
- ernment departments at all levels must operate in accor-
dance with the law, step up self-supervision, enthusias-
tically accept complaints and tip-offs from members of
the public, and take the initiative to correct behavior
that violates the “regulations.” If a department fails to
correct its behavior in defiance of the “regulations,” the
higher authorities must order it to do so in accordance
with regulations and hold it responsible administratively
and legally, instead of sheltering its misconduct. Enter-
prises also must strictly comply with relevant provisions
in the “regulations,” restrain their own behavior, and
submit themselves to the supervision of the appropriate
government department and of society. Supervision by
the masses and the media of the implementation of the
“regulations” must also be intensified.

Under the leadership of provincial (regional, municipal)
governments, economic commissions (planning commis-
sions, production commissions) everywhere must prop-
erly organize the implementation of the “regulations.”
To begin with, working in conjunction with the restruc-
turing of the economic system commission, the legal
affairs bureau, and other departments, they must work
out a method of implementation for the locality in
question and plan their implementation. Second, coor-
dinate the relations between department and department
and between departments and enterprises to minimize
the conflicts that must occur in the course of implemen-
tation and avoid discrepancies between the rules and
regulations of the departments, on the one hand, and the
“regulations,” on the other. When a problem arises, it
should be examined and resolved jointly with other
pertinent departments. Third, supervise and inspect the
way in which the “regulations” and methods of imple-
mentation are being put into effect. Behavior that vio-
lates the “regulations” and other problems should be
dealt with and rectified without delay. Failing a solution,
they should be reported to the local government. Fourth,
review experience promptly. Organize exchanges and
replicate experiences. Expedite the work at hand. Fifth,
report the situation relating to the implementation of the
“regulations” to the local government in a timely
fashion. Important events and problems must be

ECONOMIC | 19

reported promptly. Besides acquainting itself with the
way the “regulations” are being carried out on a day-
to-day basis, the economic relations and trade office of
the State Council plans to organize an inspection of the
implementation early next year and make a report to the
State Council.

6) Study and replicate the experiences of enterprises like
the Shoudu iron and steel complex and accelerate the
implementation of the “regulations.”

A host of advanced enterprises that are keen on reform,
innovative, and eager to forge ahead, and have been
quite successful in transforming their operating mecha-
nisms have sprung up across the nation since reform and
the open policy began. Their experiences have been
promptly reviewed and popularized by localities and
sectors. Beijing, for instance, has been emulating Shoudu
iron and steel complex; Shanghai, the No 2 spinning
machine company; Hebei, Handan iron and steel com-
plex; Guangdong, Guangzhou MSG Factory; the chem-
ical industry, Jilin chemical industrial plant; the petro-
chemical industry, Yan petrochemical plant; and the
coal industry, Shigejie, etc.

Interregional and inter-sector exchanges also have been
very active. At the instruction of leaders of the State
Council, the Economic Relations and Trade Office of the
State Council recently proposed that the industrial front
nationwide study and replicate the successful experi-
ences of the Shoudu iron and steel complex, Jilin chem-
ical industrial company, and Shanghai No 2 spinning
machine shareholding company Ltd. so as to advance the
national economy. Replicating the experiences of these
enterprises means emulating their adherence to the
party’s basic line, their taking the initiative to transform
the operating mechanism, and their marching at the
front of reform and the open policy. It means taking the
advanced international level as one’s goal, as they have
done, participating in market competition enthusiasti-
cally, and combining fast growth with good economic
results. It means following their example in correctly
handling the relations between the state and enterprises,
exercising decision-making authority in their operations,
assuming responsibility for their own profits and losses,
establishing sound mechanisms for distribution and self-
discipline, and maintaining the ability of state properties
to increase value. It means imitating their efforts to bring
about technological progress and make their leading
products more and more competitive. It means running
the factory strictly, improving management, continu-
ously raising the standard of modern management, and
emulating, in particular, the style of their leading groups
to liberate their thought, close ranks and forge ahead,
seek truth from facts, and avoid empty talk. It means
relying on the masses of workers, as the three enterprises
have done, tackling the construction of the two civiliza-
tions at the same time, combining the transformation of
operating mechanisms with the push for technological
progress and improvement in enterprise management to
upgrade the overall quality of the enterprise. Studying
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and populanzmg the experiences of these three enter-
prises on the industrial front nationwide not only meets
the need of improving the overall quality of a “vast
number of enterprises and enabling them to compete on
both the domestic and international markets, but will
also be highly instructive and push our drive to -accel-
erate reform, the open policy, and the transformation of
enterprise operating mechanisnis.

The promulgation and 1mplementat10n of the * ‘regula-
tions” is consistent with emulating and replicating the
experiences of those three enterprises and should go
hand in hand to promote each other. We believe that by
implementing the “regulations” and replicating the
experiences of these three enterprises, many more enter-
prises will come to life and join the ranks of the
advanced, just like the three enterprises. They will be a
remarkable force, on whom we will pin our hopes for
speeding up the transformation of enterprise operating
mechanisms. What needs to be emphasized is that the
development and experiences of the three enterprises are
the outcome of their correct application of government
policies and their taking the initiative to transform their
operating mechanisms. They are also the outcome of the
government’s decision to expand their decision-making
authority and apply to them-a string of flexible revital-
ization policies. Thus not only must the vast number of
enterprises study their experiences in earnest, but gov-
ernment departments too- should do likewise, further
liberate their thought, change their functions, and work
hard to steer state enterprises onto the road of reform,
openness, and development. Government departments
must take pains to nurture a host of enterprises with a
good -foundation, give them more decision-making
authority, and encoura'ge. them to organize enterprise
groups, even going multinational -in some cases. In
1mplementing the “regulations” and replicating the
experiences of the three enterprisés, we must rely on the
working class and strengthen 1deolog1ca1 and political
work. Make the most of party organs in the enterprises as
the political core. Put trade unions and the Communist
Youth League to use. Support the’ factory director in
discharging his duties and responsrbihties in accordance
with the “regulations” and protecting ‘workers® legiti-
mate rights and interests under the law. All parties
‘should work together with one heart, conduct thorough-
going and painstaking 1deological and polltical work, and
properly preserve, guide, and put to good use the enthu-
siasm' of workers for supporting and pamcipating in
reform. Intégrate the 1mplementat10n of the “regula-
tions” and the replication of the expenences of the three
enterprises with the conduct of our current work, con-

centrating on solving some of the more outstanding
problems encountered in the course of production and
operations. Go all out to turn losses into profits, sort out
the “triangular debt,” and limit output to clear swollen
inventories. Work hard to adjust the structure and
1mprove economic results. Speed up the rate of €co-
nomic growth. -
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Grasping - the . favorable opportunity existing now to
1mplement the* regulations across the board and quick-
ening the pace of reform and the open policy is an
important policy that ‘would help accomplish the stra-
tegic mission put forward by the central government of
raising the national economy to a new high. All localities
and. sectors must take the-initiative to- implement the
“regulations” to the letter working imaginatively and
steadfastly

World Bank To Help Upgrade Accountlng
Standards

OW0502142893 Bez;mg XINH UA in Englzsh
1236 GMT 5 Feb 93

[Text] Beiji’ng, February 5 (XINHUA)—The World
Bank has recently approved a loan plan for China in a
bid to bring the Chinese accountmg system up to world
standards

As part of the technical assistance provided by the World
Bank for China’s reform of financial sectors, the loan,
which totals about three million U.S. dollars, will be used
to help China develop a new set of accounting standards
required by a market economy

Deloitte Touche Tohmatsu, one of the leading interna-
tional accountmg firms, has won the bidding for this
project. A contract was signed here today between the
Ministry of Finance and Deloitte Touche Tohmatsu.

Accordmg to the contract Deloxtte Touche Tohmatsu

.will provide consulting services for the preparation of
:Chinese accounting. standards for three years starting

from 1993

:Part of the loan yyill be used to train Chinese certiﬁed

public accountants to ensure the quality of accounting
service under the new standards, according to officials
from the Ministry of Finance.

In a:landmark step -out of the traditional accounting
principles and accounting models, China promulgated
the enterprise accounting standard last November to
gear up for the country’s burgeoning markét economy.

However, the enterprise accounting standard could only
provide a framework for future accounting standards.
Several accounting standards needed to be worked out
by discipline for a whole brand-new accounting system.

With the financial help from the World Bank and
consulting services provided by Deloitte Touche Tohm-
atsu, China plans to realize the goal by the end of 1995.
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Sichuan Defense Industry Develops Civilian
Export_s o . ‘
OW0402043093 Beijing XINHUA in English

0404 GMT 4 Feb 93 S

[Text] Chengdu, February 4 (XINHUA)—The defense
industry in Sichuan Province in southwest China has
made progress in developing civilian and export com-
modities. _

The province has 86 military plants of various kinds, and
their fixed capital, industrial output value and pre-tax
profits are sizable. . '

Since the early 1980s China’s defense industry has
stepped up development of civilian production and
made active efforts to use foreign funds to put more
military-turned-civilian technology and products ‘onto
the international market. S

Last year the province made 650 million yuan (about
118 million U.S. dollars) from exports of civilian-use
products, 109 percent up over the previous year. The
export of a dozen products, such as motorcycles, jeeps,
hydraulic jacks and eyeglasses have been on the rise. A
nail gun made by the Nanshan machinery plant has been
exported to over 20 countries and regions.

In 1992 some 19 military plants in Sichuan signed 23
contracts and letters of intent for joint-venture projects
with overseas firms—for the production of motorcycles
with Japanese companies, paints with U.S. companies
and oil tanks with Taiwan firms. = =~ o

Meanwhile, the province’s military plants have set up 30
foreign-funded firms. o o

At the same time they have set up agencies and sale
centers in China’s coastal cities to promote overseas ties.

~ In 1992 they signed four contracts on setting upvbranch
* firms abroad. - e LS S0

Tianjin Develdps Neiv-Tééh 'Indlisti'ialv Park Zone
SK0802143093 Tianjin People’s Radio in Mandarin
2300 GMT 6 Feb 93 - L :

[Text] The Tianjin New-Tech Industrial Park Zone is
accelerating the pace of development 'and plans to make

greater development in 1993.

According to the plan, by the end of this year, the zone
should possess 800 new high-téch enterprises, run

_another 50 foreign-funded enterprises involving foreign
capital, earn more than 2 billion yuan of income from
local industrial trade, and send some products to ‘the
international market. This news was released by a
responsible comrade of the park zone’s party committee
at the work conference of the zone’s management and
service departments held on 6 February.

enterprises.
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The park zone should create a fine environment and
solid intellectual and information resources for devel-
oping new high-tech industries. The park zone is con-
tinuing to develop at a rapid speed. The park has 571
new high-tech enterprises and authorized the establish-
ment of another 369 new enterprises, surpassing the total
figure from 1989 to 1991. Last year, the 380 enterprises
with management activities earned 886.01 million yuan
of income from the local industrial trade, created 61.97
million yuan of profits, and handed over 32.5 million
yuan of taxes to the higher levels. Therefore, the park
zone has become one of the areas filled with vitality for
economic development in the municipality. The zone

" has concentrated on developing tangible conditions.

This year, we should comprehensively complete the
leveling of ground and the building of infrastructural
facilities, including roads, running water, electricity,

- telecommunications, -and gas, for three square km of
- (Wujin) development zone; invest 160 million yuan to

complete the construction of a project covering an area

- of 50,000 square meters; implement the use of three
_square km for (Huayuan) industrial zone; and also start
- the development of the zone on 1.1 square km of land.

Simultaneously, the (Beicouba) development area

. should complete the construction of high-tech standard

workshops, occupying an area of 20,000 square meters.

. It is necessary to essentially develop. and build such
projects covered in the draft construction plan as a

scientific research base occupying an area of 83 mu, the

" multi-functional group buildings, the (Baiji) road, and

the (Kemao) square. Simultaneously, the zone is making

~ efforts to perfect and implement various detailed rules of

management methods, and will work out, in succession,
12 relevant documents, and strive to further create a fine
environment for the development of ‘new high-tech

' This year, the zone will vigorously expand the invitaﬁbn

of businessmen, extensively conduct cooperation with
brotherly provinces and municipalities with the focus on
bringing in projects and skilled persons. It will send

_groups to foreign countries with the purpose of inviting
‘businessmen. At the time of increasing, by a big margin,

the number of new high-tech enterprises, the zone will
concentrate energy on developing increasingly more star
enterprises. The zone has preliminarily defined that by
the end of this year, it will develop more than 100
enterprises whose individual local industrial trade

" income will range from 2 million yuan to 50 million
- yuan. To fulfill the aforementioned tasks, the manage-

ment organs and information service departments at
various levels in the zone have made efforts to cease-

- lessly strengthen their self-improvement, to carry out the
_method of management by one station, and to offer
- integrated service. e e

Guangdong Relaxes Restrictions on Private .
Business . . .

- HK0502001693 Hong Kong ZHONGGUO TONGXUN

SHE in Chinese 1241 GMT 4 Feb 93

'[Text] Guangzhou, February 4 (HKCNA)—Guangdong

will adopt more flexible policies for private businessmen
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in order to meet the demands of the development of the
market economy in the provmce Such policies to be
implemented in the provmce which is takmg a lead in
the country’s economic development aim at promoting
the individual privately-owned economy to one of bigger
scale and of a higher stage.

According to the Provincial Administration Bureau of
Industry and Commerce, the relaxation measures are:

First, the scope of businessmen in this sector will be
broadened with all except state cadres and other staff
allowed to engage in individual private business. Scien-
tific personnel, technicians and professional personnel
will be allowed to take another job and do private
business provided it does not interfere with their basic
work and does no harm to their unit. Resident foreigners
in China will also be allowed to engage in such business
with the approval of the public security department and
will be able to get a one-year business license.

Second, the scope and ways of conducting such business
will be broadened. Indrvrdually-owned business house-
holds and privately-owned enterprlses will be allowed to
engage in production and operation of all kinds of
businesses and handle all kinds of commodities except
those disallowed by law.

Third, appraisal of their reglstered capital will be sim-
pllfied Privaté-owned limited liability companies
engagrng in scientific business or other kinds of business
serving agricultural production with registered capital up
to 50 percent of the regulated sum can be appraised for
registration.

Fourth, such individually-owned busmess households
will be allowed to cooperate with foreign business in
setting up Srno-forexgn Jomt-funded and cooperanve
enterprises.

Fifth, persons from outside the province will be allowed
to do such business there. From 1993 on, pnvate busi-
nessmen, be they locals or from outside the province can
obtain registration for such business in the province
provided they have fixed operation sites.

Sixth, businesses such as grocers, mortgagers, wholesale
grain dealers, wholesale book dealers, privately-run
schools and kindergartens will be permitted.

Seventh, pnvately-owned enterprises will be encouraged
to develop into enterprise groups and those with ade-
quate funds, technological strength and a big operational
scale will be allowed to practice trial shareholding.

Guangdong To Begin Major Infrastructure
Projects

HK0902074593 Hong Kong WEN WEI PO in Chinese
2 Feb 93 p 1 _

[“Dispatch” from Guangzhou by reporting group
“Guangdong Provincial Vice Governor Zhang Gaoli on
Province’s Key Capital Construction Projects, Includlng

JPRS-CAR-93-010
11 February 1993

Yangjiang Nuclear Power Station, lnternational,Airpori;
Railroad, and Highway Projects’] v '

[Text] Guangzhou, 1 Feb (WEN WEI PO)—Today,
Zhang Gaoli, vice governor of Guangdong Province,
indicated in his report delivered to the Guangdong
Provincial People’s Congress on this year’s key ‘infra-
structural construction projects, that Guangdong will
step up the construction of the nuclear power station'in
Yangyrang, start preparation work for large, new interna-
tional airports in Guangzhou and eastern Guangdong,
and will also start a key water conservancy prOJcct in
Feilai Gorge. o v

When talking about railroad construction, Zhang Gaoll
said that Guangdong would quicken projects to electrify
the Guangdong section of the Ber_ung-Guangzhou Rail-
road and modernize junctions in Guangzhou, and that
they would also advance support projects for the Guang-
zhou-Shenzhen Expressway, the Guangzhou-
Meizhou-Shantou Railroad, the Guangdong section of
the Beijing-Kowloon Rallroad and the Sanshui-
Maomrng Railroad. Efforts will be made to start the
construction of the Guangzhou-Zhuhai Railroad and the
subway systém in Guangzhou and preparatory projects
for laying double track along the Litang-Zhanjiang Rail-
road and constructing railroads between Maoming dnd
Haian, Longyan and Meizhou, Chunwan and Luodrng,
Chenjiang and Aotou, and Yangchun and Yangjiang. In
the field of civil aviation, existing airports will be mod-
ernized with more support facilities built, construction
of the Sanzao Airport in Zhuhai will be accelerated and
sit¢ selection and preparations for large international
airports in Guangzhou and eastern Guangdong wrll be
stepped up. - .

This year, accordrng to Zhang Gaoh, Guangdong witl
build seven expressways, including a beltway: around
Guangzhou and expressways between Guangzhou and
Shenzhen, Guangzhou and Qingyuan, Foshan and Kaip-
ing, Guangzhou and Zhuhai East, ‘Guangzhou and
Zhuhai West, and Shenzhen and Shantou ‘

Preparatlon works for another elght expressways w111 be
started, and these will include the following: Qingyuan-
Shaoguan-Pingshi, Meizhou-Heyuan-Huizhou; Dali-
Sanshui-Zhaoqing, Kaiping-Zhanjiang- Haian, Cha-
ozhou-Shantou-Fenshuiguan, Jieyang- -Shantou,
Yangjiang-Guanghai-Yamen-Gaolangang,’ and Guang—
zhou-Baiyun.

In the aspect of power productron construction of ‘an
energy-reserved power plant in Guangzhou will be
quickened, efforts will be made to start the construction
of the Zhuhai Power Station and the Taishan Power
Station, and preparatory work will begin for the nuclear
power plant at Yangjiang and the power stations at
Shanwei, Huilai, and Guangao.

In the aspect of water conservancy, the thlrd-phase of an
expansion of the water supply- facilities in Shenzhen, a
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key water conservancy project in Feilai Gorge, and early
work on the Dahe Reservoir will be advanced more
1ntens1vely

%rgazngdong’s Revenues Increase by 25 Percent in

HK 1002045693 Beijing RENMIN RIBAO in Chinese
2 Feb 93pl

[By reporter Lrang Zhaommg (4731 0340 2494):
*Guangdong’s Financial Revenue Increases by 25 Per-
cent Shenzhen s by Over 55 Percent”]

[Text] Guangzhou, 1 February (RENMIN RIBAO)—
Guangdongs path of economic development, which
unites high speed and efficiency, has succeeded.

At the first session of the Eighth Provincial People’s
Congress, a person in charge of the provincial financial
department disclosed today that, last year, the provmce ’S
financial revenues were 22.136 billion yuan, an mcrease
of 25. 25 percent over the previous year

Last year Shenzhen City’s ﬁnancral revenues amounted
to 4.296 billion yuan, 55.05 percent higher than the
previous year; 13 counties (cities) had revenues in excess
of 100 million yuan each; and six towns exceeded 50
million yuan in financial revenues each, with Shunde
City’s Gurzhou topping the 100 million yuan mark.

In terms of the provmce s overall revenue and expendr-
ture situation, revenue and expenditure is expected to
balance with a small surplus.

Shanghal To Open Chemlcal Products Futures
Market

OW0902112393 Beijing XINH UA in English
1059 GMT 9 Feb 93

[Text] Shanghar, February 9 (XINHUA)—Shangha1 isto
open its fourth national futures market, a chemical
products market, an official said.

Prevrously, Shanghal has opened a metal products
market, a grain market and a coal market under the
futures tradmg system ,

Zhao Luheng, president of the planned market, said that
the market will adopt a the similar system with open
pnce competmon . .

He saxd that 36 chemical products manufacturers, circu-
lation units, foreign trade companies and financial insti-
tutions of notable scale and influence from around Chma
have become its members.
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Jiangxi’s Birth Rate Drops

OW0702103593 Beijing XINHUA in English
0949 GMT 7 Feb 93

[Text] Nanchang, February 7 (XINHUA)—The popula-
tion birth rate in eastern China’s Jiangxi Province has
dropped continuously thanks to the implementation of
the family planning policy.

According to statistics, Jiangxi’s population birth rate
reduced by 1.67 per thousand, or 60,000 babies, in 1992
compared with the previous year.

Last year saw the provincial government shift its atten-
tion of family planning to rural areas by taking effective
measures to encourage late marriage and late childbirth
among young farmers.

Meanwhile, use of contraceptives was spread among
floating population in the province.

An official of the province in charge of family planning
affairs said that the provincial governor has concluded
new contracts with leading officials of the 11 prefectures
and cities recently to strive to reduce the population
birth rate by between 0.5 per thousand and one per
thousand this year so as to create more favorable condi-
tions for the provincial economic and social develop-
ment.

Xinjiang’s Song Hanliang on Family Planning
OW1002121893 Urumgi XINJIANG RIBAO in Chinese
20Jan 93 p 1 '

[Report by Zhang Yu (1728 6735): “The Reglon Gives
200,000 Yuan in Rewards to Units That Attained
Famrly Planning Targets”]

[Text] On 19 January the autonomous regional party
committee and people’s government held a reglonal
forum on family planning work and stressed that, in the
new year, leaders at various levels must give priority to
family planning work and persist in simultaneously
taking charge of the “two kinds of production” to
promote economy, bring down the birth rate, and ensure
the objective set for population control is attained.

At the forum, leaders from Urumgi, Kashi Prefecture,
and 1li Prefecture gave briefings on their respective
localities® experiences in successfully achieving the local
population-control targets.

Wang Lequan, deputy secretary of the autonomous
regional party committee and vice chairman of the
regional government, read out the “Decision of the
Autonomous Regional People’s Government on Com-
mending and Rewarding Units Which Attained the 1992
Target for Population and Family Planning Work.”
Relevant departments and leaders from 13 prefectures,
autonomous prefectures, and cities—including Urumgi
and Kizilsu Kyrgyz Autonomous Prefecture—were
rewarded with cash awards totalling 200,000 yuan.



24 ECONOMIC

Autonomous regional - Chairman Tomur Dawamat
pointed out at the forum: Our forum on family planning
is being convened just after the closing of the regional
people’s congress session; this shows that the autono-
mous regional party committee and the autonomous
regional people’s government have not changed their
policies of keeping up good family planning work under
the new situation of accelerated reform, opening up to
the outside world, and modernization. He urged all
major leading comrades from the party, as well as from
the government, who were present at the forum to
further strengthen their population consciousness and
concept of per capita share of resources and to really give
family planning its place as a basic national policy. In
- carrying out this work, they should carry out proper
investigation and study, promptly sum up experience,
and take personal charge of and enthusiastically support
and administer family planning work, instead of stop-
ping at making only written or oral statements and
general calls. . -

After his speech, Chairman Tomur Dawamat signed the
“contracts on administrative responsibilities for
attaining targets for population and family planning” for
1993 with responsible persons from Hotan, Changji,
Karamay, and 13 other prefectures and cities.

To ensure that the region will achieve the objective set
for population control in 1993, autonomous regional
party Committee Secretary Song Hanliang stressed that
it is necessary to doa good job in carrying out the
following work:

Party committees and governments at various levels
should further improve their understanding, seek unity
of thinking, continue to take charge of family planning
work in an effective and down-to-earth manner, and
leave no room for the slightest relaxation. Efforts should
be made to guide child bearing among the masses with
policies and minimize unscheduled births not in accor-
dance with the policy to ensure population plans are
carried out. , .

Population planning is an important part of national
economic planning. Party committees and governments
at various levels should study new situations and new
problems as well as attend to and learn new trends to
bring about smooth development of family planning
work. In the course of building a socialist market eco-
nomic system, in particular, the grip on family planning
should never be released and the implementation of the
basic national policy should never be shaken. Otherwise,
it will be difficult to accomplish the national economic
plan and impossible to attain the objective of our mul-
tinational region’s struggle for this century.

We should further strengthen the building of a service
- network for family planning and begin with grass-roots
villages in strengthening technical services. The pressing
‘task of the moment is to solve the problem of inadequate
medical services and supplies as well as underdeveloped
technical services in farming areas and strive to build a
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multilevel family-planning service network covering the

. entire region within two years. .

Because family planning concerns every family, as well
as party committees and governments at all levels, it is
necessary to resolutely stabilize the existing policy on
family planning, strengthen legislation on family plan-
ning, and administer family planning in compliance with
the law. In addition, we should continue to increase
funding for family planning and satisfy as far as possible
the needs of family planning undertakings.

FINANCE, BANKING

Shanghai Speeds Up Reforin of Financial System

OW0202133793 Beijing XINHUA in English
1322 GMT 2 Feb 93 :

[Text] Shanghai, February 2 (XINHUA)—Shanghai,
China’s largest business hub, is to reform its financial
services around a new financial system and operation
mechanism. . - o

Mao Yingliang, president of the Shanghai branch of the
People’s Bank of China, announced the plans today in
Shanghai.

He said this year Shanghai is to- admit more overseas
banking organizations while allowing foreign-funded
banks to expand the scope of their business.

The city will also cultivate its renminbi exchange rate
mechanism based on the market exchange rate, and

. promote a free exchange for business corporations. For

individuals free exchange will be available but with some
controls.

According to Mao, the city is to strive to establish and
develop “a fair, efficient, open and unified financial
market.” . . _ o ~ .

While continuing to-cultivate and develop the markets of
inter-bank loans, discount bills, securities and foreign
exchange swap, it is to explore the markets for gold,
insurance and foreign currencies.

Plans are being drawn up to set up a gold ornaments
exchange center. And the city is to open its gold market
within certain limits and encourage more connections

- with the world gold market, Mao said.

Shanghai will accelerate the establishment of its insur-
ance broker system and insurance notary system as well
as insurance intermediaries such as consultation compa-
nies and loss assessors. :

This year the city is to carry out inter-bank loans, expand
business scope of the foreign exchange swap center while
introducing ‘a futures exchange. - :

In addition, Sharighai is to form a material capital
market this year. ' .
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Mao added that Shanghai will further accelerate the
offshore finance business in the Walgaoqiao free trade
zone in the Pudong new area of the city, relax control
over forelgn currencies and abandon deposrt Teserve
funds in foreign currencies. ‘

The city will open _new ﬁnancial business involving
financial futures and forward exchanges in a bid to
mobilize its financial market .

Shanghai Stock Exchange To Promote Umﬁed
Market

OW0202022993 Beijing XINH UA'in EngIzsh
0143 GMT 2 Feb 93

[Text] Shanghai February 2 (XINHUA)——The stock
exchange in Shanghai, China’s leading metropolis, will
work to promote the formation of a natlonal unified
securities market. :

According to Wei Wenyuan, president of the Shanghai
Stock Exchange, as the first step, Shanghai will enhance
links with the Shenzhen Stock Exchange in south China,
the country’s only other stock business center.

The two exchanges are totally separate, resultmg in
difficulty for investors.

Wei said that communications between the two
exchanges could be solved by a joint computer network.
This would lead to-a nationwide stock market and an
expansion of business. - :

The Shanghax Stock Exchange has 216 member agencies
and is represented in most parts of China. Its computer
network covers major cities in 22 provinces, municipal-
ities and autonomous regions.

INDUSTRY

National industrial Output Falls in January .

HK1002045893 Beijing ZHONGGUO XINWEN SHE
in English 1326 GMT 9 Feb 93 B

[Text] Beijing, February 9 (CNS)—Accordmg to statis-
tics from the State Statistical Bureau, the national indus-
trial output in January was rmb 217.9 billion, a drop of
22.8 percent over:the previous month, the blggest
monthly reduction in recent years. -

Last January, rapid growth in industrial production
could be seen in the coastal provinces and autonomous
regions including Jiangsu, Zhejiang, Shandong, Guang-

dong and Guangxi, where growth rates were between 12

percent and 48 percent. There was, however, a drop in
growth in many provinces, autonomous regions and
municipalities including Beijing, Inner Mongolia, Liaon-
ing, Heilongjiang, Hunan, Guizhou, Shaanxi, Ningxia
and Xinjiang, with drops in growth of between 1.9
percent and 11.6 percent. The output value of heavy
industry last January was rmb 115.9 billion, up 15.6
percent on the month before and an increase of 58

'ECONOMIC .1

percent from township enterprises although that from
state-owned industry was down 0.6 percent. = .

Jiangsu Electronics Industry Growth Detailed
92CE0241B Betjmg ZHONGGUO JIDIAN BAO
in Chinese 24 Nov 92 p 1 :

[Article by Xia Guohang (1115 0748 2733) "“The
Machinery Industry in Jiangsu Accomphshes a Strategic
Turnaround”]

[Text] The machinery industry in Jiangsu Provmce,
seizing the rare opportunity afforded by comrade Deng
Xiaoping’s address during his southern tour, has
changed its thinking, transformed its way of doing
things, and accomplished a turnaround in industrial
output 99 months ahead of schedule, achieving a happy
situation whére there is large-scale growth in profits and
tax payments.

This year, in only nine months, Jiangsu’s machinery
industry has exceeded its plan for the year, by the four
economic measures of production, sales, efficiency, and
foreign exchange earnings. From January to October,
gross industrial output value reached 19.111 billion
yuan, a 44.53 percent increase over the same period last
year; income from sales reached 17.63 billion yuan, a
54.3 percent increase; and profits and tax payments were
1.59 billion yuan, a 82.4 percent increase.

Since the beginning of the year, when comrade Deng
Xiaoping gave the major address of his southern tour,
enterprises in Jiangsu’s machinery industry, one after
another, revised this year’s annual plans, and develop-
ment goals for the Eighth and Ninth Five-Year Plans.
They focused their attention on developing economies of

_scale, seeking as a new starting point, the integration of

evolutionary change in the relations of production, with
optimal use of the factors of production, stepped up the
pace of technical progress, and orientation toward the
market. Within the system of enterprises under the
Provincial Department of Machinery, the number of
enterprises whose annual production value exceeds 100
million yuan can be expected to grow to almost 30, from
17 last year. Four of them will exceed 500 million yuan
in annual production value for the first time, namely the
Taizhou Chunlan Refrigeration Equipment General
Manufacturing Company, the Changzhou Diesel Engine
Factory, the Xuzhou Amalgamated Engineering
Machinery Company, and the Nanjing Agricultural
Implements Factory. By the end of September, a group
of 23 major businesses had exceeded 10 million yuan in
profits and tax payments, and 75 enterprises had
exceeded 5 million yuan. The number of money-losing
enterprises, and the total amount of money lost, declined
55 percent and 75.3 percent respectively, compared to
the same period last year, and the composite index of
economic efficiency for the machinery industry is 21
perceéntage points above the average level for the same
industry Chma-wrde
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Of the raw materials used by the machinery industry in
Jiangsu, 85 percent come from other provinces, and 80
percent of its products are sold to other provinces, or
other countries. As China advances at a quickening pace
toward membership in GATT, the Provincial Depart-
ment of Machinery is promoting a mind-set of competi-
tion in “a marketplace without national boundaries.” It
insists that matters concerning “foreign capital, foreign
trade, and foreign-style management” must all be
addressed together, so as to bring in foreign capital and
technology, put more force into adjustment of the
product mix, and speed up the development of “hot-
selling” products.

At present, sales of agricultural implements, engineering
machinery, and machinery for environmental protec-
tion, in China and abroad, are growing 40 to 70 percent
faster than in the same period last year. Exports of more
than 130 products have earned a total of $250 million in
foreign exchange, an increase of 43 percent over the
same period last year. Recently, the Provincial Depart-
ment of Machinery arranged for the purchase of more
than 50,000 square meters of land in the Kunshan
Development Zone, and is now, in keeping with the
requirements of the joint development of secondary and
tertiary industry, inaugurating a policy of coordination
with economic development in Pudong, which will pro-
vide power for the rapid growth of Jiangsu’s machinery
industry.

Jiangsu Encourages Purchasing on Open Market

93CE0241C Nanjing XINHUA RIBAO in Chinese
27 Nov92p2

[Article by Xia Qihui (1115 0796 5476). “Jiangsu Has a
New Way To Import Mechanical and Electrical Equip-
ment: Changing From Bi-Lateral Negotiations to Pur-
chases by Competitive Bidding”}

[Text) Purchasing imported equipment by international
competitive bidding, which emerged in response to the
great tide of reform and opening up, is serving an ever
more important function in technical transformation in
Jiangsu. According to informed sources, by the middle of
October, the Jiangsu Provincial Mechanical and Elec-
trical Equipment Open Tender Company had managed
more than 40 purchases of imported equipment by
international competitive bidding this year, and saved
16.64 percent of expenditures of foreign exchange, com-
pared to what was originally planned. Zhang Jiuliang
[1728 0046 5328], general manager of the company,
said: “Purchasing by competitive bidding is a new
method that comports better with the principles of a
market economy.”

In the past, when an enterprise imported equipment
from overseas, it usually engaged in bilateral negotia-
tions itself with a foreign vendor. Purchases made by this
traditional method were often ill-considered, thus some
machinery was imported at very high prices, and quality
could not be assured. Beginning in 1990, the Jiangsu
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Provincial Mechanical and Electrical Equipment Open
Tender Company introduced the market competition
mechanism into the purchase of imported equipment.
For equipment that was suitable for importation through
competitive bidding, the company established the terms
of the offering, in accordance with international practice,
circulated the solicitations for bids, and arranged for
foreign vendors to participate in the bidding, so that the
enterprises picked the best imported equipment. This
method manifested the following advantages:

Lower costs. In April of this year, many foreign vendors
bid against each other to supply the Xinyi Paper Factory
with sheet spreaders. After comparison, when the most
satisfactory one was chosen, the company saved more
than $200,000 in foreign exchange compared with the
original plan. According to statistics, purchase by com-
petitive bidding is, in general, about 10 percent cheaper
than other methods of importing equipment.

Assurance of quality. Through competitive bidding,
enterprises can do real comparison shopping. Moreover,
the companies invited to bid will arrange for experts in
related fields to comment on the bids, assuring the
quality standards of imported equipment.

Higher efficiency. Much is involved in the work of
importing foreign equipment. In the past, enterprises
often were weighed down with this work. Now, compa-
nies invited to bid undertake all the affairs involved in
purchases through competitive bidding. The burden on
enterprises was reduced, and work efficiency rose. In
September of this year, four enterprises in Jiangsu com-
missioned the Provincial Open Tender Company, to
solicit bids to supply 27 sets of fishnet manufacturing
equipment. Only 10 days passed from the opening of the
bids to the signing of the contract. Under the old
procedures, at least three months would have been
required.

Textile Export Problems in Jiangxi

93CE0241A Beijing ZHONGGUO FANGZHI BAO
in Chinese 23 Nov 92 p 3

[Article by the Jiangxi Provincial Bureau of Textiles:
“Three Present Problems With Export Textiles That
Must Be Addressed”]

[Text] According to concerned departments, problems
with Chinese export textiles are showing up very plainly
in such areas as quality, variety, price, service, etc. This
makes it difficult to export textiles.

First, there is the problem of quality. Chinese gauze does
not compare in quality to gauze from Pakistan or
Taiwan, and does not meet the requirements of the
international market. For instance, gauze must have a
requisite fiber length, be without burrs, and be free of
static electricity. Otherwise, the price will be low. We
recommend that inspection standards for textile goods
made for export be raised, to meet the international
standards of the International Standards Organization.
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Next, export prices are low. Low prices cause great
economic losses for China. Prices in the Shenzhen Spe-
cial Economic Zone differ by 10 to 15 percent from
China’s normal export prices. Similarly, price differ-
ences for the same products among various regions are
also very great. Some enterprises are not well-informed,
and blindly create surpluses in the market, such as TC
45x45 110x76. It is said that there are 1,110 enterprises
producing 40x40 130x72, and their output comes to 100
million meters.

Again, there is the problem of variety. Variety is a
technique for creating economic efficiency. Inasmuch as
there is a glut in the market for low and middle quality
textiles, the need to develop new varieties is urgent. The
only way to give textile exports a new lease on life, is to
change old varieties, and create new ones.

FOREIGN TRADE, INVESTMENT

Trade, Investment With Hong Kong, Taiwan
Discussed

93CE0255A Beijing GUOJI MAOYI WENTI
[INTERNATIONAL TRADE JOURNAL] in Chinese
No 10, 30 Oct 92 pp 16-19

[Article by Ji Wenxiu (0679 2429 4423), People’s Bank
of China, Lianyungang Branch: “Strengthen Trade and
Economic Cooperation Among the Mainland, Hong
Kong, and Taiwan”]

[Text] During the late 1970s, China implemented reform
and opened up to the outside world; in 1984 China and
Britain signed the Joint Declaration on Hong Kong; and
in November 1987 Taiwan relaxed rules governing
family visits to the mainland. These policies stimulated
development of trade and investment among the main-
land, Hong Kong, and Taiwan and ushered in a new state
of affairs in the economic and trade cooperation among
the three regions.

I. Features of the Economic Development of the
Mainland, Hong Kong, and Taiwan

1. High Growth Rates

For the mainland, GNP grew from 447 billion yuan to
1.74 trillion between 1980 to 1990, a rise of 1.36-fold at
constant prices, for an average annual rate of 9 percent.
National income rose from 368.8 billion yuan in 1980 to
1.43 trillion in 1990, or 1.31-fold in constant prices, for
an annual rate of 8.7 percent.

Taiwan’s annual economic growth rate between 1983
and 1990 was 6.8 percent. The rate for 1985 was 4.7
percent; those of 1984, 1986, and 1987 were double
digits, 10.5, 11.64, and 11.9 percent, respectively; and
the rates for the other years varied between 7 and 8
percent. That for 1990, while a mere 5.11 percent, must
still be considered high, given the global recession at the
gme. For that year, Taiwan’s per capita GNP reached
8,600.
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Hong Kong’s growth rate averaged 8.4 percent between
1984 and 1988, while those for 1989 and 1990 lagged, at
3.3 and 2.5 percent, respectively. Per capita GNP topped
$10,000 in 1990, high in world terms.

2. Rapid Growth in Foreign Trade

The mainland’s two-way trade rose from $38.1 billion in
1980 to $115.4 billion in 1990, up more than two-fold,
and exports climbed from $18.1 to $62.1 billion, up
2.4-fold.

During the same period, Taiwan’s two-way trade rose
from $39.5 to $121.9 billion, up 2.1-fold, and exports
climbed from $19.8 to $67.2 billion, up 2.4-fold.

Meanwhile, two-way trade for Hong Kong rose from
HK$209.9 to HK$886.6 billion (excluding reexports
amounting to HK$414 billion), up 3.2-fold, while
exports rose from HK$68.2 to HK$225.8 billion, up
2.3-fold.

I1. The Current State of Economic and Trade
gopperation Among the Mainland, Hong Kong, and
aiwan

1. Bilateral Trade Has Surged

In recent years, indirect trade between the two sides of
the Taiwan Strait has skyrocketed, from only $7.7 mil-
lion in 1979 to $270 million in 1988 and to $4.05 billion
in 1990. During this 12-year period, bilateral trade has
risen 51-fold, and Taiwan’s trade surplus has exceeded
$10 billion. The mainland has become Taiwan’s fifth
largest trade partner; Taiwan, the mainland’s sixth.

Trade between the mainland and Hong Kong has also
surged, from a mere HK$10.8 billion in 1978 to
HK$394.5 billion in 1990 (of which, imports from the
mainland totaled HK$236.1 billion, exports thereto were
HK$47.5 billion, while reexports were HK$110.9 bil-
lion), up 35-fold. Since 1985, the mainland has surpassed
the United States to become Hong Kong’s largest trading
partner (being the port’s largest source of imports and
her second largest export market), reducing Hong Kong’s
dependence on the American market (with exports to the
United States declining from 44.5 percent of the port’s
total in 1984 to 29.4 percent in 1990) and rendering her
export mix more stable and secure.

Growth in bilateral trade (including reexports) between
Hong Kong and Taiwan has also been substantial, rising
from $3.2 billion in 1986 to $7.5 billion in 1988 and
topping the $10-billion mark in 1990, at $10.8 billion.
Prior to 1986, Hong Kong’s exports had always exceeded
her reexports, but thereafter the reverse has been true.
Since 1988, more than 50 percent of the port’s reexports
have come from the mainland, and about 30 percent
thereof have gone to the mainland. In 1990 reexports
reached HK$414 billion, accounting for 64.7 percent of
Hong Kong’s total exports, thus enabling her to surpass
Rotterdam as the world’s largest port in terms of cargo
volume.
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2. Mutual Investment Has Surged

During the past decade, mainland investment in Hong
Kong has steadily expanded, both in terms of scope and
volume: A mere handful before, more than 1,000 Chi-
nese firms now have investments in the port. The scope
of operations has broadened from importing and
exporting, retailing and wholesaling, banking, and ware-
housing to real estate, financial services, industry, infra-
structural development, and the like. Chinese invest-
ment in Hong Kong has exceeded $20 billion.

Meanwhile, major Hong Kongese financial groups have
invested in Taiwan and the mainland. By late 1988, their
investment in Taiwan had reached $7.5 billion, and by
the first half of 1991 they had committed to $20.6
billion, actually providing $11 billion, in the mainland,
making the port the mainland’s largest source of foreign
capital. Hong Kongese manufacturing firms have moved
many of their plants to southern China and not only
created employment for more than 2 million people in
the Zhu Jiang delta but also earned much wealth for the
port and enabled her industry to expand and retain
competitiveness. . D

Guided by the policies of internationalization and liber-
alization, Taiwan capital has also steadily been invested
in Hong Kong and the mainland. Some Taiwan investors
are interested in the port’s real estate, electronics, and
other consumer-oriented markets, while others, through
mergers and buy-outs, have entered markets in the port
that are similar to the ones they serve domestically.
Although starting late, Taiwan’s investment in the main-
land has grown rapidly. As of 1987, less than 150.firms
had invested in the mainland, principally in Fujian and
Guangdong, with a total capital of $100 million. By
1990, the number of firms involved exceeded 1,600,
regional coverage was total, and capitalization reached
$2.043 billion. » S

In the area of finance, to accelerate economic develop-
ment the mainland has actively sought out foreign cap-
ital. Hong Kong naturally has become a major channel
through which foreign financial institutions develop ties
with China and a major source of loans thereto. Loans to
Chinese nonbank customers by Hong Kong banks rose
from $1.8 billion in 1984 to $48.8 billion in 1989.
Financial links have also advanced from indirect to
direct. Many Hong Kong banks now have branches or
offices in Taiwan to handle foreign-exchange remit-
tances to the mainland. An office of Taiwan’s Hua Nan
Bank formally commenced operations in the port during
August 1991 (but for the time being cannot institute full
banking services), and other Taiwan banks are fighting
for turf there. Taiwan’s China Investment and Trust Co.
is negotiating to purchase a European investment, bank
that has more than 10 branches in the port, so as to
undertake foreign-exchange l6ans between the mainland,
Hong Kong, and Taiwan. The Xiamen Sino-Foreign
Joint Investment Bank, headquartered in its namesake,
already boasts participation by Taiwan capital.
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3. Pebple-to4Péople Contacts Have Grown

According to incomplete statistics, Hong Kongese make
more than 10 million trips to the mainland each year to
sightsee, visit relatives, or talk trade. Taiwan residents
made 1.6 million trips between 1987 and 1989 and more
than 1 million in 1990 alone to the mainland to visit
relatives, sightsee, or trade. Following ‘expansion of
economic and trade cooperation and policy relaxation,
semi-official and official, as well as private, contacts
have grown.. The number of Hong Kong legislative
councilors . visiting Beijing .and Guangdong and the
number of visits thereby have increased. The symposium
entitled “Hong Kong: China’s Window _.of Foreign
Trade,” jointly sponsored by the mainland and Hong

Kong in Beijing, and the commercial coordination con-

ference and trade and investment symposium, both
convened in Shanghai, and the Fujian-Taiwan Economic
and Trade Informational Exchange, convened in Xia-
men, held between the two sides of the Taiwan Strait all
demonstrate that the level of exchange and cooperation
is rising.

4. Reevaluation of Current Economic Regulations Has
Been Placed on the Agenda

During the early 1980s, Hong Kong’s Business and
Professionals Association initiated exchanges with rele-
vant mainlanders, providing training programs at a
variety of levels and in a variety of forms and inviting
mainland experts and scholars to explain to Hong Kong
industrial and commercial circles the Chinese commer-
cial climate and procedures and regulations for invest-
ment in China. With the expansion of economic ties, the
many incompatibilities and inconsistencies in the eco-
nomic regulations maintained by the mainland, Hong
Kong, and Taiwan have become painfully apparent and
cry out for regulatory revision, perfection, and integra-
tion so that we.can adjudicate economic disputes and
cases accurately, appropriately, and in accordance with

international convention. Thus reexamination of current

economic regulations has been placed on the agenda.
Exchanges, coordination - conferences, and symposia
have increased,. as have contacts among scholars of
economic law. . ‘

IIL Prospects for ‘Econoinic and Trade Cobpera'tion:
Among the Mainland, Hong Kong, and Taiwan

1. Taiwan’s Dependence on the Mainland Market
Steadily Grows ’

Owing to her small population, lack of resources, and
limited market, foreign trade plays a decisive role in
Taiwan’s economy, accounting for about 8.5 percent of
her GNP 'in '1990. However, Taiwan’s trade has long
depended on ‘the United States, Japan, and other
Western nations, with the United States her principal
export market. From 1987 to 1990 she ran up a trade

" surplus amounting to $54.5 billion with that country,
-making her second to Japan in that respect. Long-term

trade deficits are unacceptable to the United States,
which thus has subjected Taiwan to steady pressure,
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forcing her to consider diversifying export markets and
reducing exports there. Thus Taiwan’s industrial and
commercial circles naturally have grown anxious to
break into the mainland market. The United States
accounted for 48 percent of Taiwan’s total exports in
1984 but only 30.4 percent by 1990. Part of the reason
behind Taiwan’s ability to reduce reliance on the Amer-
ican market is expansion of exports to the mainland.

Taiwan has long had a trade deficit with Japan, with the
cumulative total between 1986 and 1990 reaching $31.7
billion. Thus finding new sources of imports has become
an effective way by which to reduce that deficit. The
mainland has gradually become a source for some of
Taiwan’s imports of industrial raw materials and semi-
finished goods. With abundant raw materials and a'solid
industrial base, the mainland enjoys great potential to
export to Taiwan, while Taiwan has tremendous need for
mainland goods, especially industrial and agncultural
raw materials. .

Taiwan’s international balance of payments has long
been awash in black ink due to her large trade surplus.
Since 1987, her foreign exchange reserves have remained
above $70 billion, ranking first in the world. Such
reserves subject the Taiwan dollar to considerable
upward pressure, flood Taiwan with capital, cause the
island’s real estate and stock prices to skyrocket, wages to
rise, labor costs to mount, the investment climate to
deteriorate, and much idle capital to flow abroad. In
recent years, Taiwan’s overseas investment has mush-
roomed, especially to Asia. The Chinese mainland boasts
unequalled advantages compared to the Southeast Asia.
First, geographically, the mainland is right on Taiwan’s
doorstep, exchange of personnel and information is
convenient, and it is very easy for Taiwan to use facilities
in Hong Kong to transship products employed in invest-
ment and production on the mainland. Second, wages
and land prices on the mainland are low, making her an
ideal place for Taiwan’s external investment. Third, the
positive factors of similar language and customs make
the mainland very attractive to Taiwan investors. In just
. the short time between 1987 and 1990, Taiwan invest-
ment in the mainland exceeded $2 billion, and growth
there has continued to surge ever since. Due to the steady
expansion in trade and investment between the two sides
of the strait, Taiwan’s dependence on mainland markets
has deepened, which will force the Taiwan authorities
further to relax restraints on economic ties between the
two sides. -

2. Hong Kong Plays an Increasingly Prominent Role in
the Development of Economic and Trade Relatrons
Between the Two Sides of the Strait

Because the Taiwan authorities refuse to permit direct
trade and investment, the vast majority of economic
activity between the mainland and Taiwan is conducted
through Hong Kong, making the latter an entrepot for
. trade there, a bridge for Taiwan investment in the
-mainland, the site for figures from the two sides to meet
and negotiate, and a major channel through which
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people from Taiwan visit the mainland. Until the direct
“three exchanges” are realizéd, Hong Kong will play an
ever greater role and occupy an increasingly prominent

" position in the development of economlc and trade t1es

betwéen the two s1des

Hong Kong is both an mternatlonal ﬁnancral center and
a leading center for banking and credit in the Asian-
Pacific region. As such, the port enjoys a wide source of

“capital and is advanced in international terms, in the

techniques of raising capital and ‘managing debt. She also
is a natural, deepwater port, possesses excéllent commu-
nications and transport facilities, and thus serves as a

shipping, aviation, trade, and communications center
for the Far East. These advantages ensure that Hong
“Kong will continue to play a role in promoting trade and
~ economic relations between the two sides of the strait.

Hong Kong enjoys very closé ties with both sides polit-

ically, economlcally, ‘trade-wise, “and ‘in terms of per-
sonnel, which ensures a continued intermediary role for
the port prior to realization of the “three exchanges™ and

“for some time thereafter. So far, that role has not only
-made her the busiest port in the world but also garnered

her tremendous economic benefit. The vigorous growth
in reexports has propelled development of her service,
banking, insurance, transport, and warehousing indus-

‘tries.In’ 1989 more than 126,000 Hong Kongese were

employed in transport, ‘warehousing, and consulting, and
300,000 engaged in importing and exporting. Thus Hong
Hong wrll contmue to play thlS 1ntermed1ary role.

3. The Malnland’s Relatronshlp Wlth Hong Kong and

‘Taiwan Is Like the Body to Its Wings; Properly Coordi-
. nated, the Economy Will Spread Those ngs and Take
Ooff -

; The,marnla’nd is vaSt, populous, and rich in resources,
precisely what Taiwan and Hong Kong lack. Thus Hong

Kong and Taiwan firms have steadily moved their labor,
capital, and technologically intensive manufacturing to

‘the mainland. The capital and technology of Hong Kong
“and Tadiwan complement the mainland’s abundant nat-

ural resources and labor, to the benefit of all. Horig Kong
and Taiwan can obtain inéxpensive land, labor, and raw

" materials and thus reduce production costs and enhance
_intérnational competitiveness, while regions across the
_mainland cari resolve their employment problems, pro-

_ mote exports of raw materials, and accelerate develop-

ment ‘of productive forces. Thus it'is clear that the

ﬁrelatlonshlp between the mainland and Hong Kong and
' Taiwan 'is like the body to its wings; properly coordi-
. nated the economy wrll spread those wrngs and take off

‘ .The people of the mamland Hong Kong, and Talwan are
" Chinese and share ‘'common blood, history, cultural
background language, and customs. Ethnic identifica-
__tion forms the natural basis for economic union between
the three regions. Such a union will eénable each region to

explort its own advantages, engender a powerful eco-
nomic bloc, enable each regron to respond to pressure
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from other countries and economic blocs, and help to
elevate China’s international status. - ' .

Nevertheless, the mainland’s economic and trade coop-
eration with Hong Kong and Taiwan has developed in
accordance with the principle of comparative advantage
and remains essentially free and loose. Due to differing
social systems and levels of economic development
among the three regions, economic cooperation has
failed to reach higher forms. The regions should continue
to forge ties with each other according to comparative
advantage and improve trust in each other. Beginning
with cooperation among individual enterprises and grad-
ually expanding to that among entire industries or enter-
prise groups and from the current cooperation in pro-
cessing industry to that in high-tech production certainly
will facilitate advance from spontaneous, loose cooper-
ation to a coordinated, closely knit union, which will
steadily amass strength and spur its own development,
thereby accentuating our interdependence.

LABOR

Survey on Professors’ Low Wages

93CE01584 Hong Kong CHENG-MING _
[CONTENDING] in Chinese No 11, 1 Nov 92 pp 34-36 -

- {Article by Bai Ren (2672 0088): “‘Water-Swallowing’
Professors”] o

[Text] “Shuitun,” or water-swallowing, is a Japanese
word which means “drinking water.” In pre-Meiji Ref-
ormation Japan, the serfs had only one right: drinking
water. That the Japanese call Chinese professors “water-
swallowing” professors is actually a slap in the face to the
Chinese government. - ‘ :

I recently visited Beijing for the specific purpose of
conducting a survey on the wages of teachers at all levels
at my alma mater, Beijing Normal University. The
results of the survey are reported here. After China
embarked on reform and opened its door to the outside
world, university teachers are still divided into four
grades, as in the past, namely assistant- professor, lec-
turer, associate professor, and professor. Salaries, how-
ever, have been revised. In 1956, the State Council set
the salaries of university teachers as follows, depending
on their rank: assistant professor, 56-78 yuan; lecturer,
89.50-140 yuan; associate professor, 140-180 yuan; and
professor, 180-360 yuan. The post-reform salary scale is:
assistant professor, 72 yuan; lecturer, 110 yuan, associate
professor, 130 yuan; and professor, 180 yuan. °

These days a Yongjiu bicycle costs 360 yuan; 180 yuari
can buy you only half a bicycle. .

It must be made clear that those elderly professors who
used to be paid more than 180 yuan have all retired and
are no longer on the faculty. The newly promoted
professors who are making 180 yuan now are the highest
paid professors under the new pay scale introduced in
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the post-reform era. They are few and far between, only
two or three in each department. My old department—
foreign languages—offers three languages, English, Jap-
anese, and Russian. It is a fairly big department and has
many. teachers, but only two of them are professors
under the new pay scale. The entire university has 10
departments and just 30 professors. In other words, only
30 teachers at the university can draw a monthly salary
of 180 yuan. All of them are over 60 years old, on the
threshold of retirement. The monthly salary of 180 yuan
puts them at the top of the pay scale.

Besides half a bicycle, what can a monthly salary of 180
yuan buy you? One-tenth of an 18 inch made-in-China
color television set, which sells for 1,800 yuan; 20 yuan
short of one-quarter of a Beijing-Guangzhou airplane
ticket with a price tag of 800 yuan; 60 jin of pork, which
costs 3 yuan a jin; 90 jin of eggs at 2 yuan per jin; 180 jin
of apples at 1 yuan a jin; and half a Xinjiang-made
lambskin jacket at 360 yuan apiece. o

As assistant professors just out of college in the early
1950°s, these professors made 50 to 60 yuan per month.
What could 50-60 yuan buy you in those days? Bicycles
were more expensive then, about 120 yuan each. So you
were 2 yuan short of buying half a bicycle. But you could
buy 110 jin of pork at 0.50 yuan a jin, 4 yuan short of
buying 200 jin of eggs at 0.30 yuan ajin, a leather jacket
at a little over 50 yuan apiece. As far as food and clothing
are concerned, 180 yuan today does not go as far as 50 or
60 yuan 40 years ago. After teaching 40 years, an
assistant professor is promoted professor, rising to the
top of his profession, yet his income growth is negative.

Everybody Is Making More Money, But Not Teach_ers

How does teachers’ pay stack up to that of other profes-
sions? . o

I returned to the Hebei countryside to visit relatives and
met a woman who worked in a textile factory in a county
town. She just joined the textile plant as an apprentice,
but was already earning 72 yuan a month, exactly what
an assistant professor makes. Her apprenticeship was
only for one year, at the year of which her pay would
increase to between 140 and 180 yuan, the same as that
of an associate professor or even professor. 1 found this
hard to believe. Then I went to the villages and learned
that even a seasonal laborer in the orchard made 3 yuan
a day, or 120 yuan a month. Nothing short of this would
entice people to leave home to work in the cities.

Sometime in March I was having a drink at a restaurant
in a leading hotel in Shenzhen. Noticing that the wait-
resses were dressed just as smartly as their Hong Kong
counterparts, I asked one of them, “How much do you
make a month, as much as 500 yuan?” I thought I had
over-estimated only to be told that “that is about right.”
Assuming she is paid 550 yuan, she is making three times
what a professor earns.

I 'had a taxi ride in Beijing, paying 20 yuan for a trip
lasting less than 20 minutes. It seems that a tax driver
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makes 1 yuan per minute. If he has a passenger six hours
each day, he makes 360 yuan a day. In other words, a taxi
driver makes double in one day what a university pro-
fessor earns in one month. Even if the driver has to turn
over half of his earmngs in the form of taxes.to the
government, his income is still 30 times that of a
professor. - .

For teachers, meager wages mean a hard spartan llvmg

For decades they have been living frugally After paying
for food and clothing, most teachers have no money left
for the pleasures of life. They don’t smoke or drink.
Some do not even entertain or drink tea. A pack of
mgarettes costs several yuan. Let us say everyday you
spend just 1 yuan on cigarettes, that would add up to 30
yuan a month. You drink one bottle of beer at 2 yuan
each, not liquor, which would set.you back 60 yuan each
month. If you also drink tea, that would cost you an
additional 10 yuan or so. Between them, these three
things would set you back 100 yuan, which’is more than
half of what a professor makes. So teachers have to grve
up smoking, drinking, and tea-drinking, not to mention
other pleasures. . .

Itold a Japanese university professor the situation. in
China. He smiled wryly and said, “water-swallowing
professors

In pre-Meiji Reformation Japan, there was a class of
serfs reportedly numbering about 2 million who were
really slaves. They had no social status whatsoever, not
to ‘mention rights. Their only privilege was to dnnk
water any time without restriction. Hence their name
“water-drinking people,” subsequently was used by poor
people to describe themselves. In calling China’s profes-
sors “water-drinking” professors, my Japanese friend
showed endless sympathy for Chinese colleges, and
delivered a slap in the face to the Chinese govemment as
well. :

Children of Umversrty Teachers Can’t Afford To Go to
College

A university teacher can bring himself not to smoke, or
drink beer or tea. But certainly he feels obliged to give his
children an education. In the past, most families, not to
mention university teachers, had no economic difficul-
ties giving their children an education. Other than food
expenses, primary education, secondary education, and
even ‘college education were free. If you attended a
teacher-training college, they even paid for your food. In
addition, you could apply for some pocket money. Thus
the burden on the family was minimal. Despite his low
pay, a university teacher did not feel pinched.

Nowadays not only do primary and secondary schools
charge all sorts of fees, but university education too
comes with a steep price tag, imposing a heavy burden
on the family. In the past the schools provided all kinds
of aid and subsidies; now they charge you for everything,
textbooks, lectures, laboratory use, and -computer use.
Between them, these four items amount to at least
several hundred yuan each academic year, more in some
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departments and schools that charge other additional
fees. Moreover; you have to pay dozens of yuan for food,
the exact amount set by the school based on food
standards and so varying from institution to institution.
Add pocket money and the expenses of a university
student amount to at least 70 or 80 yuan a month, 40
percent of his professor parent’s monthly pay, or over 50
percent if you add - clothmg, articles of daily use, and
transportation. If his parent is just a lecturer earning 110
yuan, not a professor, then his expenses would gobble up
80 percent not 50 percent, of his parent’s pay. This state
of affairs is unprecedented in the history of education in
China, and judging from what my foreign friends have
told me, in the rest of the world as well.

Even more frrghtenmg is that new fees are being cooked
up. Reportedly new rules govemmg the collection of
dorm fees will be introduced on university campuses.

Under the new regulations, .a student must first pay
2,000 yuan up front before he can move into a dorm.

This sum of 2,000 yuan covers four years but must be
paid in one lump sum. In return, a student is issued a set
of bedding, which the university will launder regularly.

When the student graduates at the end of four years, it
will be his to keep. In effect, what they are doing is the
commercialization of university dormitories. If the reg-
ulations go into effect and assuming the school admits
1,000 students a year, it will collect 2 million yuan, a
handsome sum of money compared to the grant it
receives from the Ministry of Education each year. Yet
the fee would exert an enormous economic pressure on
university teachers with college-bound children. It will
take a professor who manages to save 60 to 70 yuan a
month, which is quite an accomplishment, to pinch and
save for three years in order to pay for the dorm fees of
one college-attending child.  This fee is really too
onerous. This explains the indignation felt by all univer-
sity teachers, either retired or still working, when this
matter is raised. The children of university teachers
cannot afford to go to college. What has the world come
to?

Teachers’ Pay Cannot Be Improved

The authorities -are aware that intellectuals are under-
paid and increasingly so but have not done anything to
improve it. Nevertheless, they have made one conces-
sion in théir policy: allowing intellectuals to moonlight to
make an extra buck or the units to tap new sources of
revenue to improve their employees’ pay. Like the Eight
Immortals in the -legend crossing the sea, each one
showing his special prowess, polytechnic teaches are
repairing television sets, motors, and cars, earning a
decent wage in the process. Teachers from academies of
art can teach painting and teachers from music conser-
vatories can teach piano or violin, which also pays quite
well. But where can teachers from teachers’ training
‘colleges turn to make extra money? Well, they can be
tutors. But the demand for tutors does not exist in every
field, only mathematics, science, chemistry, and foreign
languages. Tutoring, therefore, is an avenue to extra
money for just a handful of people. In any case, the extra
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income it does generate is tiny because the hourly wages
are low and the number of hours limited. Tutoring is a
bonanza only a tad better than volunteer work. ’

Nowadays whenever a bunch of intellectuals get

together, they wrack their brains trying to figure out a
way to improve the unit instead of encouraging the
individuals to look for extra income on their own. Some
units have indeed found a way to increase wages by a
wide margin and benefit the units themselves at the same
time. Hospitals, for instance, a friend of mine is an
elderly doctor. The hospital -he works at_has set the
following schedule of fees for those whe seek medical
services. All patients want to be examined by an old
doctor, preferably a famous one. Taking advantage of
this mentality on the part of its patients, the hospital
allows them to choose their own doctor. Different doc-

tors, however, command different fees. On the window .

is a list of the names of doctors along with their fees, the
maximum being 10 yuan, followed by 8 yuan, 6 yuan.
The fee will be split between doctor and hospital in a 6:4
ratio. So when the fee is 10 yuan, for instance, the doctor
will pocket 6 yuan and the hospital will get 4 yuan. If the
doctor works 26 days a month, he will make 3,120 yuan,
about 10 times his original pay, which may be a mere
360 yuan. Other doctors will not be able to increase their
incomes by this magnitude, but still significantly, at least
1,000 yuan. The patients all want to see a famous doctor,
even if it means spending more. To them, 8 or 10 yuan is
fully affordable. This method therefore is completely
feasible. Doctors’ wages will soon be improved.

Universities too will soon adopt a new approach called
“structural wages.” A “structural wage” is one made up
of several components. One component is teaching: the
more hours you teach, the higher your wage. Another
component is administrative work; you get paid varying
amounts for being the leader of a teaching group, the
head of a teaching and research section, or the head ofa
department. If a teacher both teaches and takes up

administrative duties, his wage will have two compo- -
nents. The idea is that the more you work, the higher

your pay. University teachers, however, have no interest
in this scheme at all. The increases are minimal, about
half of one’s original pay at best, only a little more in the
case of department heads, simply no match for the
increase in doctors’ pay. University teachers do not hold
out any hope that their pay would be improved. They
realize that unlike doctors, any increase in whose wages
will be paid for by patients, teachers are dependent on
additional educational funding by the state for any
improvement in their salaries. And a substantial increase
in educational funding is totally out of the question.

Children of Teachers Eschew Teaching _ B

What is to be ‘done? There is only one way out: quit
teaching and leave the university. Most of my ‘old
classmates, having reached retirément age, are retiring
one after another. Even those who have not retired
would like to do so soon. They simply have no interest in
continuing. In the past it was often said that university
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teaching was unexciting, but it would be a shame to give
it up. Now they say they have no regret in giving it up
because they have lost all hope. The teachers all tell their
children that under no circumstances should they take
up teaching, it is a hopeless profession. Actually such
admonition is quite unnecessary. Few people want to
teach. Those who have already entered the profession are
trying to change jobs. Even among the children of
nonteachers, few want to be a teacher anymore. It used
to be the dream of a graduate to remain at one’s alma
mater to be an assistant professor. Not any more. On the
contrary, even those who chose to stay now want to quit.
The last thing they want to do is to teach. The entire
society thinks that as a profession, teaching offers no
future.

TRANSPORTATION

Minister Urges Transportation Sector To Enter
Market

OW0602222393 Beijing XINHUA Domestic Service
in Chinese 0611 GMT 6 Feb 93 -

[By reporter trainee Chu Baoping (2806 0202 1627) and
reporter Wang Yanrong (3769 1693 2837)]

[Text] Beijing, 6 Feb (XINHUA)—Minister of Commu-
nications Huang Zhendong recently stated: The commu-
nications and transportation sector will speed up the
program of reform and opening up; it will also establish
and improve the system of transportation markets that
operates in accordance with international practice. He
asked two-thirds of the communications enterprises to
change their operating mechanisms and enter the market
within three years.

Since reform and opening up, our country has basically
adopted a market orientation for local land and river
cargo transportation, international ocean shipping, auto-
mobile repairs and maintenance, and the construction of
communications facilities. Some local land and river
passenger transportation’ services have also made
inroads into the market, as has the design of certain
communications projects. Nevertheless, passenger and
cargo ‘river transportation and port services that fall
directly under the Ministry of Communications {MOC]
jurisdiction are still basically operating outside the
market. To create a single and open national transpor-
tation market, encourage fair competition, and promote
the effective deployment of resources, Huang Zhendong
proposed: First, the transportation market should be
opened wider. In the future, the MOC will encourage
public transportation services to operate as economic
entities equipped with their own fleets of vehicles and
vessels, or to undertake joint operations with other
enterprises through the purchase of shares. The transpor-
tation of essential materials and goods should be gradu-
ally shifted from a planned system to market-oriented
service. The main approach would be to reform the
system of holding monthly meetings on transportation
plans. It is necessary to encourage port authorities,
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carriers, and cargo owners to hold meetings; to introduce
contract transportation services; to gradually adopt the
practice of holding transportation fairs; and to establish
freight transportation centers. The MOC will also exper-
iment with the deregulation of passenger river transpor-
tation service at selected places in the Bohai Bay by
allowing carriers to independently determine their ship-
ping routes, shipping schedules, and freight charges.
Moreover, it will also experiment with a system of using
passenger transportation routes and licenses for fixed
charges, as well as a system of blddmg for operatmg
transportatron service. '

Second the current freight system should be reformed.
Huang Zhendong stated: While the state or local author-
ities will determine the freight for passenger transporta-
tion service by land and water, enterprises should be
allowed to adjust the freight on a seasonal basis in
accordance with changes in passenger traffic. Taxi cabs
may gradually experiment with a system of negotiating
prices within the industry and report the negotiated
prices to local communications and pricing departments
for approval and implementation. Rates must be clearly
specified; no taxi operators may change the rates arbi-
trarily. Freight for local land and river cargo transporta-
tion may be set under official guidance; it may fluctuate
by a 20-percent margin above or below the median rate,
or it may correspond with the prices set by local govern-
ments. This policy should also be implemented with
regard to freight charged for shipping services that fall
directly under MOC jurisdiction. Charges for interna-
tional shipping service, as well as-transportation service
into and out of the country by automobile, should be
allowed to fluctuate w1th prices on the 1nternatlona1
market.

Huang Zhendong said: The MOC will undertake market
organizational efforts, including the active development
of ‘various cargo transportation markets; the construc-
tion of bus stations; the establishment of markets for
science and technology, skilled personnel, and labor
service to supplement the communications and transpor-
tation market; and the gradual development of a conve-
nient transportanon network o

Several Airports Under Construction in Southwest

HK0402012093 Hong Kong TA KUNG PAO in Chmese
2Jan93p2

[Text} Chengdu, 21 Jan (TA KUNG PAO)—-In order to
develop the economy in the southwest region and to give
full play to the advantages of “air transport, ‘which
requires-less investment, yields quick retums, and
achieves high efficiency, the southwest region is now
bulldmg a number of new arrports

At present, ‘the alrports under constructlon 1nclude the
Longdongbao Airport in Guizhou; the Zhaotong Airport
and the Wujiaba Airport in Yunnan; the Daxian Airport,
the Langzhong Airport, and the Yibin Airport in
Sichuan; and the Gongga Airport in Tibet. Another five
airport projects have been approved-and the preparatory
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works have béen started. They are the Shuanghu Alrpon
in Chengdu; the Panzhihua Alrport in Sichuan; the
Baoshan, Lr_uang, and Dali Alrports in Yunnan; and the
Bangda Airport in Tibet. These airport projects will all
be completed within the period of the Eighth Five-Year
Plan. -Airports that will be built ‘or expanded in the
period of the Ninth Five-Year Plan include Chongqing’s

Jiangbei Airport; and the airports in Jinyang, Wanxian,

Neijiang, Guangyuan, Jiuzhaigou, Nanchong, Gann
and Qran_uang of Slchuan L

Guangdong Plans To Construct New Rallways

HK0902133593 Guangzhou Guangdong People’s Radio
Network in Mandarm 0400 GMT 5 Feb 93 . s

[Text] A few days ago, a relevant raitway department

revealed that. Guangdong will construct 703 km of new

railways in the coming three to five years. It will com-
plete Guangzhou-Shantou express railways, and expand
and transform a number of freight yards. Those new
railways to be constructed include Beijing-Kowloon
railway, Guangzhou-Meman-Shantou rallway, and
Melzhou-Longyan rallway ‘ L. '

Accordlng to the original plan, the 140 km Guangdong
section of Beijing-Kowloon railway is to be completed by
1997. Guangzhou Railway Bureau pointed out they it
would strive to complete the project 18 months ahead of
schedule. The 480 km Guangzhou-Meixian-Shantou
railway, and 128 km Meizhou-Longyan railway are
planned to be completed and opened to traffic by 1996.

AGRICULTURE

Bank Says Sprmg Farmmg To Get Priority
Funding ,

OW0902035893 Bezjmg XINHUA in Engltsh
0309 GMT 9 Feb 93

[Text] Beijing, 'Feb_ruary 9 (XINHUA)—The Agricul-
tural Bank .of China has issued a circular askmg its
branch banks to. give .spring farrnmg top pnorrty in
issuing loans. . . ‘

The agricultural banks and credit cooperatives plan to’
increase agncultural loans by over 30 bllhon yuan this

‘'year.

The bank‘s head ofﬁce also‘ urged '1'ts local bra'nehes to
carefully implement agricultural input plans and work to
satrsfy rational demands in agncultural productlon

The bank has stressed that’ lendmg support for agncul-
ture’ this year must be market-guided. Local branches
must continue to implement the basic principle of “keep-
ing up agriculfural- productlon while actively developing
diversified economy,” and help the agricultural sector
adjust product mix and develop agriculture featuring
“high yields, high quality and high efficiency.”

The application and spread of agrotéchniques, produc-
tion of quality farm products and hard currency earning
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farming, farmland irrigation construction and the
building of socialized service networks will get most of
the loans, said officials with the agricultural bank.

The officials pointed out that like agricultural loans,
industrial and commercial loans issued by agricultural
banks must also be used to serve spring farming.

According to the officials, last month credit cooperatives
across the country issued a total of 15.8 billion yuan in
loans to support spring farming, up four billion yuan
from last year.

Increase in Sugar Output, Trading

OW1002063193 Beijing XINHUA in English
0608 GMT 10 Feb 93

[Text] Beijing, February 10 (XINHUA)—China saw an
increase in sugar production and trading last year with
the China national cereals, oils and foodstuffs corpora-
tion exporting nearly 300,000 tons of sugar.

Of the total exports, more than 40,000 tons were pro-
duced by China while 250,000 tons were from processing
imported sugarcane.

As one of the few countries which produces both cane
and beet sugar in the world, China has a long history in
sugar production. China used to be the second largest
importer of sugar in the world because its sugar output
failed to meet local needs.

Through the China National Foodstuffs Corporation,
China imported 30 million tons of sugar since the 1960s.

China’s sugar output began to increase after the reform
drive started. During the last two years China produced
7.91 million tons of sugar a year while annual sugar
consumption was 6 million tons.

However, in view of the increasing consumption of
sugar, China will still have to import some sugar each
year in the future, officials said.

Chen Jiyuan on Shareholding Cooperative System

93CE0246A Beijing ZHONGGUO NONGCUN JINGJI
[CHINA’S RURAL ECONOMY] in Chinese No 12,
20 Dec 92 pp 6-7

[Article by Chen Jiyuan (7115 0679 0337): “More
Research Needed on Rural Community-Based Share-
holding Cooperative Economic Organizations”]

[Text] In recent years some parts of Guangdong Province
have worked to introduce some mechanisms of the
shareholding system into community-based collective
economic organizations. Important breakthroughs have
been achieved in the establishment of community-based
shareholding cooperatives. This has elicited widespread
scrutiny. The rise of rural community-based share-
holding cooperative economic organizations has pre-
sented us with a series of theoretical issues worth
exploring. There are still rather distinct differences of
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opinion within the theoretical community regarding
some important issues. I shall here present some prelim-
inary views.

There is a lot of disagreement about whether a rural
community-based shareholding cooperative economic
organization constitutes a separate category of economic
organization. My view is that the shareholding coopera-
tives established by Tianhe District in Guangzhou and
Henggang Township in Baoan County are different from
the cooperative as classically defined or as generally
understood internationally, and they are even more
different from the standard shareholding economic orga-
nization. By taking the originally diffuse common own-
ership of collective property and converting it to specific
ownership rights determined by stock ownership, an
important reform of the property rights system in rural
community-based shareholding cooperative economic
organizations has been achieved. In the Tianhe District
and the Huanggang Township community-based share-
holding cooperatives, they have established “cash
shares” or “development shares,” accepting private
property from peasants in the community as payment for
shares. Inasmuch as they acknowledge the private prop-
erty rights of peasants, these systems are the same as
cooperatives anywhere in the world, but these share-
holding cooperatives are community-based. They have
strong local roots and have a strong isolationist flavor. In
this respect they are completely different from coopera-
tives in the great majority of countries. In their internal
structure (such as the property rights system, income
distribution system, and management methods) they
also differ in important ways from cooperatives in other
countries. One can see certain internal similarities to
China’s elementary agricultural producers’ cooperatives
of the 1950’s, but today’s community-based share-
holding cooperatives do not represent a simple return of
the earlier type of cooperative. I think that the commu-
nity-based shareholding cooperatives are different from
traditional community-based collective economic orga-
nization. Neither do they resemble cooperative eco-
nomic organization as classically defined or as generally
understood internationally. They are even more dif-
ferent from the standard economic organization under
the shareholding system. They constitute a very unique
form of economic organization that falls in between the
traditional community-based cooperative economic
organization and the classically defined cooperative.
Rural community-based shareholding cooperative eco-
nomic organizations are still in an exploratory phase.
Their internal structure may change in the future as our
understanding changes, so whether this unique form of
economic organization can in the long run become a
separate category of economic organization is a question
which merits further discussion.

However, the rise of this unique form of economic
organization must certainly be due to a unique environ-
ment. I think that the most important thing for us to ask
is what in its internal structure reflects the intrinsic
requirements of economic development, and what is
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merely reflective of the will of some person or persons. In
the first phase of rural reform in China, the economic
activities of peasant households were brought within the
orbit of the community-based collective economy. This
achieved an important change in rural microeconomic
structure, but rural microeconomic problems were not
completely solved by the implementation of the house-
hold contract responsibility system. After the reforms,
property rights regarding collective property were very
fuzzy in community-based collective economic organi-
zations, and an effective oversight mechanism was
lacking. After the implementation of the household
contract responsibility system with income linked to
production, the question of how to clarify collective
property rights and link them more directly to the
interests of laborers was a problem which urgently
required resolution. In addition, rural property relation-
ships underwent a great change after implementation of
the household contract responsibility system. The pri-
vate property of peasants came to account for an
increasing percentage of total rural property. As rural
factors of production undergo reorganization, the ques-
tion of how t0 treat peasant property rights over this type
of property is becoming a very real, practical problem.
To resolve this problem, community-based shareholding
cooperatives have taken inventory of all property, clearly
apportioned ownership rights over collective property to
individuals, and acknowledged that some individuals
enjoy greater property rights than others. At the same
time, by issuing ‘‘cash shares” and ‘“development
shares,” they have gathered together the factors of pro-
duction in the private possession of peasants and con-
verted its value to shares, and this property is being used
to develop the economy. Such measures as these do
indeed reflect the intrinsic requirements of economic
development, as well as the wishes of the great masses of
peasants.

However, we must acknowledge that in some aspects the
internal organization of rural community-based share-
holding cooperative economic organizations do not nec-
essarily reflect the requirements of economic develop-
ment, nor are they necessarily totally in line with the
wishes of the great masses of peasants. To a certain
extent, they reflect government activities. We must
ascertain the true motives behind these government
activities. This will certainly not reduce the effectiveness
of rural community-based shareholding cooperative eco-
nomic organizations; on the contrary, only by clearing up
this question can we ascertain the proper course to take
in the future. Let us take the example of “collective
shares,” which are rather controversial right now. Some
localities have ruled that at least 60 percent of all shares
must be “collective shares,” the primary concern being
to maintain the primacy of public ownership. This is
actually a misunderstanding. You do not necessarily
have to require that a minimum of 60 percent of shares
be “collective shares” in order to assure the primacy of
public ownership. Apportioning ownership of collective
property to individuals does not corrode the system of
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public ownership, but merely changes its form of exist-
ence. After property rights over the value of a given item
of collective property have been apportioned to a certain
individual, that individual cannot run away with the
item in question. Henggang Township has no “collective
shares” any longer, yet its collective property has not
disappeared as a result; on the contrary, it is continually
increasing. Another example: some localities have taken
measures to restrict the inheritance of shares by mem-
bers of the collective. This is not in line with the wishes
of the peasants, nor is it conducive to economic devel-
opment. As for restrictions on the distribution of divi-
dends, we discover some things which are not completely
in line with the internal requirement of economic devel-
opment,

We must closely watch the evolution of community-
based shareholding cooperative economic organizations.
In particular, the members of such organizations must
take the initiative to perfect them in accordance with the
intrinsic requirements of economic development and
according to the wishes of the majority of peasants. We
can fully respect the choice of peasants in regard to
collective shares and inheritance rights, and we should
not treat with a broad brush all matters regarding restric-
tions upon dividends. Tianhe District is now exploring
the possibility of taking enterprises within the commu-
nity-based shareholding cooperative economic organiza-
tion and changing them over to the shareholding system.
This will be a valuable experience. The closed nature of
the structure of property rights is a major factor working
against future development of community-based share-
holding cooperative economic organizations. How to
change this closed nature is a question worth discussing.
At present, community-based shareholding cooperative
economic organizations are active mainly in nonagricul-
tural, highly developed areas, and the question of
whether traditional agricultural areas are appropriate for
such organizations also merits further exploration.

China’s rural economic reform has entered a new phase.
The most important issue for the 1990s is how to
establish a rural market economy as quickly as possible.
The formation of a rural market economy depends on
the existence of a unified national market (including
both a product market and a market for the factors of
production) as well as the formation of corresponding
systems and laws. It will also require effective govern-
ment intervention, as well as the establishment of a
microeconomic foundation amenable to the develop-
ment of a market economy. In many aspects, the internal
structure of China’s community-based collective eco-
nomic organizations is not conducive to the develop-
ment of a market economy, and the development of
community-based shareholding cooperative economic
organizations represents an extremely important step
forward in this regard. The main theme of China’s rural
development in the 1990s will be accelerated change in
rural social and economic structure. Peasants in some
parts of Guangdong Province are unwilling to apply for
status as nonagricultural workers and obtain city resi-
dence permits, and some former agricultural laborers
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who have obtained such status are even trying to cancel
it. This shows that the current closed, fuzzy system of
collective ownership is not conducive to efforts to opti-
mize rural social and economic structures. Developing
community-based shareholding cooperative” economic
organizations and fully recognizing the right of those
outside the community to enjoy partial property rights
will undoubtedly help to accelerate modernization of
China’s employment structure as well as the urbaniza-
tion of China’s population. It is precisely for this reason
that I consider the issue of rural community-based
shareholding cooperative economic organizations a
matter of supreme importance to the rural reform effort.
We look forward to continual innovation in theoretical
research into rural community-based shareholding coop-
erative economic organizations, and to continual break-
throughs in actual practice. - B

Forestry Minister on Afforestation Efforts

HK3101060093 Beijing CHINA DAILY (BUSINESS
WEEKLY) in English 31 Jan-6 Feb 93 p 1

[Report by Wu Yunhe: “Forestry Reform Takes Root”]

[Text] China’s forestry industry is to undertake eco-
nomic reform in an attempt to diversify, says a senior
forestry official. :

Forestry Minister Gao Dezhan said deepening the eco-
nomic reform among forestry enterprises is a must this
year, as a solution should be found to tackle problems
between growing timber consumption and afforestation.
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He said projects involving timber processing, paper pulp
manufacturing, forest-related foodstuffs, medicine and
spice, tourism and farming, are to be the focus of forestry
development this year.

Analysts say a diversified economic structure is expected
as part of the efforts to improve the economic efficiency
among forestry enterprises. : ‘

They have to find a way to survive while being solely
responsible for their profits and losses.

Thanks to afforestation and consumption controls in the
past few years, the country has seen forest coverage and
timber resources increase. - '

Ministry officials noted the timber resources growth rate
is now “almost” the same as that of consumption.

Quickening progress in afforestation last year has lifted
China’s forest coverage up to 13.6 percent from 13.4
percent of the country, ministry_statistiqs revealed. = .

The Forestry Ministry said about 4.5 million hectares of
forests planted last year have been up to the national
standard.. S , o

To control timber consumption, the government began
in 1987 to set quotas for felling of timber tress in
national forests. The government also cut production
targets of various timber products. - ‘ :

Consequently, consumption of timber resources for
commercial purposes decreased from 130 million cubic
metres in 1988 to 120 million cubic metres last year.

Now China has 131 million hectares of trees with 10.9
billion cubic metres of storage timber.

The ministry noted the rapid development in forests was
a result of the déepening reforms in the country’s forestry
and strict checking and management.
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Military Commission Stresses Legal Construction

of PLA

OW 0902031593 Beijing XINH UA in English
0255 GMT 9 Feb 93

[Text] Beijing, February 9 (XINHUA)—The Central
Military Commission has issued a legislative plan for the
Eighth Five-Year Plan period (1991-1995), to further
stress and improve the legal construction of China’s
armed forces.

This is the first txme that the Central Mlhtary Commis-
sion has issued such a plan.

According to the plan, a series of laws and regulations
will be worked out to strengthen the construction of
China’s armed forces. These laws and regulations cover
all important fields relating to China’s national defence
and construction of its armed forces.

China has issued 2,500 military laws, regulations and
legislative documents since the promulgation of the
current constitution of the People’s Republic of China,
and they are still valid today.

The army has completed the first five-year program for
disseminating legal knowledge two years ahead of
schedule, and is now carrying out further legal education
among the officers and men.

Currently the policies of building the armed forces
according to law have been implemented in enhancing
preparedness against war,. military training and daily
routines.

Army Loglstxcs Support Becomes Increasmgly
Modernized

HK0902033293 Beijing XINHUA Hong Kong Service
in Chinese 0950 GMT 1 Feb 93

[By Jia Yong (6328 3057) and Zhang Dongbo (1728
2639 3134)]

[Text] Beijing 1 Feb (XINHUA)—Chinese Army logis-
tics support departments have attached importance to
quality building in readjustment and reform so that the
Army’s supplies of clothing, food, housing, and transpor-
tation might advance toward standardization and insti-
tutionalization, with more efficient comprehensive logis-
tics support.

First, the basic stability of living standards in the Army
was insured. Under conditions of price rises and lifting
controls over the market, the Army efficiently solved a
lack of money for expenditure on food through spreading
control over standardized food and developing farm and
sideline produce. The Lanzhou Military Region alone, as
well as Shenyang, Beijing, and the Navy, built some
4,900 new vegetable farms last year, covering an area of
1.1 million square meters. The Army’s sufficiency rate
for meat and vegetables was around 50 percent, with
some units exceeding 80 percent. Last year, the Army

MILITARY, PUBLIC SECURITY 37

allotted over 100 million yuan for 1mprovmg hvmg
facilities and miess halls in grass-roots umts .

With the smooth implementation of the ratlonalization ‘
and consolidation of the Army’s real estate and -housing
reform, the Army’s building and management of bar- -
racks began to enter a sound cycle. Last year, the Army
adopted a policy of leaning toward grass roots, frontier, :
and coastal defense units and areas where conditions are
the hardest, with the focus on building, rebuilding and
repairing barracks at and below battalion level:involving
floor space of 2.1 million square ‘meters. Up to now,
more than half of the officers and men at the grass roots
have moved into new living quarters, and conditions for
the supply of drinking, heating, and bathing water for
troops in remote and border areas have been improved
to a considerably great extent.

Furthermore, the Army’s capability in fast transport was
also improved. With the gradual realization of motoriza-
tion and mechanization, the percentage of ¢ars and boats
in sound condition rose sharply across the Army, with a
situation of unprecedented soundness in the administra-
tion of cars and boats. Various units coordinated with
local transportation and war preparation departments in
repairing and building a number of highways for defense
as well as coastal and frontier defenses. Vehicles insuring
the necessities of life in field operations, including
catering, baking, warming, and refngeratlon vehlcles,
began to equip the troops.

Air Force Tests Newly Acqulred Russian Jet
Fighters v

HK1002080293 Hong Kong SOUTH CHINA
MORNING POST .in English 10 Feb 93 p 9

[Report by Willy Wo-lap Lam]

[Text] The People’s Liberation Army (PLA) is testing its
newly acquired fleet of Russian-made jet fighters, the
Su-27s, at an air base near the border between Anhui and
Jiangsu Provinces.

Military analysts said Beijing had only acquired 24 of the
state-of-the-art aircraft and was likely to try to buy
additional ones from Moscow.

“Twenty-four is a small number and does not provide for
economies of scale in areas like maintenance and servic-
ing,” a military analyst said.

“Moreover, for logistics reasons, only around 70 percent
of a fleet could be deployed in times of war.”

It is understood that Russian military and aviation
experts are helping to train the Chinese pilots and
technicians who will operate the Su-27s.

“Ideally, the Chinese would like to acquire the tech-
nology from the Russians to manufacture the Su-27s,”
another source said.
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“However, since Moscow is desperate for hard currency,
it is unlikely to agree to Chinese production under
Russian licensing.”

The Chinese have also discussed the purchase of other
Russian-made fighters, including MiG-29s. B

Western diplomats in Beijing said the PLA was eager to
hire the large number of Russian military and weapons
experts laid off in the wake of the massive cut-back in
Moscow’s defence capacities.

However, the Russian Government is known to have
prevented some of its military experts from leaving for
countries including China and North Korea.

The diplomats said Sino-Russian talks on a wide range of
military cooperation, including the exchange of tech-
nology, were taking place on a “continuous basis.”

Meanwhile, the NEW CHINA NEWS AGENCY has
reported that the Central Military Commission, China’s
highest military council, has issued a legislative package
for the Eighth Five-Year Plan period (1991-1995), to
«further stress and improve the legal construction of the
armed forces.”

It was the first time the commission had issued such a
comprehensive plan.

Military analysts said the laws would legitimise the
special status of the PLA in national life, including the
devotion of a large chunk of national resources to
“military modernization.”

Commentary on Material Gap Between Army,
People

HK1002121493 Beijing JIEFANGJUN BAO in Chinese
29Jan 93 p 1

[“Contributed Commentary” by Li Qingwu (2621 1987
0124): “Correctly Approach the ‘Contrast™’]

[Text] During his recent inspection tour of Yanan, Liu
Huagqing, vice chairman of the Central Military Com-
mission, pointed out: It is necessary to foster the spirit of
selfless dedication and correctly approach the question
of the “contrast” between Army and local material
benefits. This earnest and pertinent instruction will be of
great significance to the development of the Yanan spirit
and dedication to the defense cause under the conditions
of reform and opening up.

It should be acknowledged that such a “contrast” is an
objective reality. As a process is required for the coun-
try’s economic development and the circumstances of all
trades and localities differ in a thousand ways, it is
unlikely that they can become affluent simultaneously.
For this reason, the “contrast” between Army and
locality, particularly in the affluent regions, will be
inevitable. How should we narrow and eliminate such a
“contrast?” In the end, we can only rely on the further
development of the state economy and further deepening
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of reform. As the saying goes, “when the river rises the
boat goes up.” Only when the country becomes pros-
perous can the people become affluent. The prosperity of
the country is the source and foundation of the pros-
perity and happiness of every individual and family.
Without a considerable increase in the country’s mate-
rial and financial resources and without enhancement of
the country’s overall strength, the prosperity and happi-
ness of individuals and families will have no foundation.
Therefore, it is useless to.be unconvinced about the
«“contrast.” The correct attitude is to work in a down-
to-earth manner and turn the desire for narrowing and
eliminating the “contrast” into selfless efforts of making
contributions to the four modernizations. :

A correct approach to the “contrast” also involves the
realm of ideology. Fan Zhongyan had a motto: “Plan and
worry ahead of the people and enjoy the fruits after the
people.” Regarding communists, they should “plan and
worry ahead of the people and enjoy the fruits of
prosperity after the people.” Is the purpose of our
revolution and construction not to let the people lead a
happy life? Benefiting from reform and opening up, the
people of a number of localities are now leading a happy
life. This precisely manifests the purpose of revolution
and construction. It is also the best reward for the hard
struggle of communists. Things stand thus: Since simul-
taneous prosperity is not possible, some people should be
allowed to become rich ahead of others. The communists
and revolutionaries who regard wholeheartedly serving
the people as their sole purpose should naturally “enjoy
the fruits of prosperity after the people.” This is our
obligation and honor.

A correct approach to the “contrast” requires the spirit
of dedication. The spirit of sacrifice and dedication is the
unique character of communists and the people’s Army
under their leadership. We know that. sacrifices are
necessary to ensure social development, state prosperity,
and the development of our cause. If no one is willing to
make sacrifices for the interests of the people, we will not
be able to do anything. In addition, normal social
operation will also be out of the question. Hence, the
spirit of dedication is valuable and indispensable at all
times. To take the overall situation into account, the
interests of the individual should be subordinate to those
of the nation and people and the interests of the Army
should be subordinate to those of the country. Comrade
Liu Huaqing said well: In carrying out reform, opening
up, and the modernization program, the country needs
large numbers of people like the People’s Liberation
Army men who are willing to sacrifice their lives and
selflessly dedicate themselves. We are such people!

PLA Navy Markets Science, Technology
Inventions ' . '
OW1002091993 Beijing XINHUA Domestic Service .
in Chinese 0946 GMT 9 Feb 93 -

[By reporter Huang Caihong (7806 1752 5725) and
correspondent Chen Wanjun (7115 8001 6511)]
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[Text] Beijing, 9 Feb (XINHUA)—Since the Spring
Festival, the Navy has marketed more than 200 of its
scientific and technological achievements. According to
the department concerned, at present some scientific
and technological achievements of the Navy have been
popularized in the 28 provinces, municipalities, and
autonomous regions across the country. More than 500
contracts on technology transfers and cooperation are
signed -every year between the Navy and local depart-
ments, yielding several hundred million yuan in eco-
nomic returns.

In recent years, the Navy’s scientific research organiza-
tions and schools, while turning scientific and technolog-
ical achievements into combat effectiveness, have made
their achievements promptly enter the market to serve
the national economy through technology transfers, new
product development, marketing of scientific and tech-

nological achievements, technical counselling, and infor-

mation exchanges. The six scientific research organiza-
tions under the Navy’s logistics department have
marketed all 85 scientific and technological achieve-
merits made by them in recent years. Of their inventions,
the boiler cinder cleansing agent, the winner of the
third-class national scientific and technological progress
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award, has been successively popularized in 27 prov-
inces and municipalities, and it helped save as much as
100 million yuan through energy conservation. On
average, the Navy’s equipment and technology depart-
ment markets nearly 200 new technologies in the fields
of aeronautics and astronautics, navigation, energy
source, electronics, public health, environmental protec-
tion, shipping, and marine engineering.

The radio institute under the Navy’s equipment and
technology department, after learning that the Fushun
power plant in Liaoning was planning to import an
electrical load control system, immediately showed its
product to the power plant. The power plant bought the
Navy’s product because it is of the same technological
level as foreign products and because it costs half as
much. Recently, the Ministry of Energy Resources
decided to popularize the control system in all power
plants across the country. Some high-technology prod-
ucts developed by the Navy’s equipment department,
such as the platform compass computer and the elec-
tronic plotting instrument, have not only occupied the
domestic market, but also entered the market in more
than 10 countries and regions in southeast Asia, West
Europe, Africa, and the United States and earned several
million U.S. dollars in foreign exchange for our country.
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Liaoning Enhances Ties With Taiwan

OW0702081893 Beijing XINHUA in English
0732 GMT 7 Feb 93

[Text] Shenyang, February 7 (XINHUA)—Liaoning
Province in northeast China enhanced economic and
cultural contacts with Taiwan over the past year.

According to officials with the Taiwan affairs office of
Liaoning, last year the province approved the setting up
of 217 Taiwanese-funded enterprises involving 160 mil-
lion U.S. dollars of funds.

As a result, the province has 398 Taiwanese-funded
enterprises and has become one of the major areas on the
mainland for Taiwanese investment.

The Taiwan-Liaoning ties have resulted in exchange of
science and technology, sports, medicine, journalism,
archeology and other cultural activities.

Last year more than 28,000 compatriots from Taiwan
including some senior officials visited Liaoning for
investment affairs, sightseeing and to see relatives. In
return eight groups of people from the province visited
Taiwan last year.

Study on Direct Overseas Investment in Asia

93CM02274 Beijing GUOJI MAOYI WENTI
[INTERNATIONAL TRADE JOURNAL] in Chinese
No 10, 30 Oct 92 pp 30-32, 19

[Article by Wang Qin (3769 0530) of Xiamen University
Southeast Asia Research Institute: “Further on Regional
Movement of Taiwan’s Direct Overseas Investment”]

[Text] Issue No. 4 of your journal this year carried an
article by Professor Chen Jiyong [7113 4949 0516]
entitled “Reflection on Major Changes in Regional
Movement of Taiwan’s Direct Overseas Investment and
Our Efforts To Attract Taiwan Investment.” The article
argues that in recent years, regional movement of Tai-
wan’s investment goes first to the United States, then to
Southeast Asia and Mainland China. In my view, this
statement is contrary to facts. In reality, the regional
movement of Taiwan’s investment in recent years is
mainly toward the Southeast Asian area and the main-
land. The fact that Professor Chen’s article came to the
above conclusion was probably due to the statistics he
used. The data cited by Professor Chen were drawn from
the Taiwan official “Investment Review Commission.”
After the mid-1980s when Taiwan abolished its foreign
exchange control, many Taiwan businessmen no longer
went through official channels when they invested over-
seas (particularly in Southeast Asia and the mainland),
and the actual scope of Taiwan’s overseas investment
was much larger than indicated by official statistics. In
analyzing the regional movement of Taiwan’s overseas
investment, the Taiwan government (such as the “Min-
istry of Economic Affairs”) and scholarly organizations
(such as the Economic Research Institute) generally use
statistics from the ASEAN countries, or use their data
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after checking with statistics of the “Investment Review
Commission,” so that they are able to more accurately
reflect the true situation. Furthermore, on the matter of
motivation of Taiwan’s overseas investment, I also have
a different view. In my opinion, Taiwan’s overseas
investment was due mainly to the fact that enterprises on
the island found it difficult to develop and expand,
which led a large number of medium and small enter-
prises seeking to relocate overseas; and in so doing, these
enterprises could not help but take advantage of the
cheap labor available in Southeast Asia and Mainland
China, for they could not possibly make any headway in
developed countries such as the United States. I would
like to elaborate on these two viewpoints as follows:

Ini'estment Focus of Taiwan’s Capital: Southeast Asia
and Mainland China

Since the mid-1980’s, especially after Taiwan abolished
its foreign exchange control in 1987, Taiwan’s direct
investment overseas has increased sharply. According to
an April 1992 survey of the Taiwan “Economic Minis-
try,” Taiwan’s direct overseas investment from 1987-
1991 reached $19 billion, which placed Taiwan ninth in
the world of all countries with overseas investments, and
which was channeled mainly toward Southeast Asia and
the mainland. In the five year period, 39.52 percent of
the investment went to Southeast Asia, 32.57 percent to
Mainland China and Hong Kong, and 23.52 percent to
the United States, Europe and Japan (of which 18.12
percent to the U.S.).

In Southeast Asia, the rapid increases in the rate and
amount of Taiwan’s direct investment have been unprec-
edented. According to official statistics of Southeast
Asian countries, from 1986-1991 Taiwan’s direct invest-
ment in six countries—Malaysia, Thailand, Indonesia,
the Philippines, Singapore and Vietnam—exceeded
$12.1 billion, involving over 3,000 Taiwan enterprises.
In the mid-1980s, the main thrust of Taiwan’s overseas
investment was directed toward Thailand. In 1987,
Thailand approved $300 million of Taiwan’s direct
investment; by 1988 that amount had increased rapidly
to $842 million. In 1988, Taiwan’s investment began to
turn toward Malaysia; in 1988 and 1989, Malaysia
approved respectively $313 million and $815 million of
Taiwan’s direct investment. In 1990 and 1991, these
amounts increased to $2.383 billion and $1.314 billion,
making Taiwan the leading foreign investor in Malaysia.
At present, Malaysia has already approved 806 Taiwan
investment projects, involving some 300 enterprises. In
the last two years, Taiwan’s investment in factory
building in Indonesia and Vietnam has increased con-
tinuously. Last year, Taiwan’s direct investment in Indo-
nesia reached $1.056 billion, making Taiwan the leading
foreign investor. In Vietnam, from 1988 when the for-
eign investment law went into effect to the end of 1991,
a total of $2.69 billion of foreign investment was
approved, of which $562 million was from Taiwan,
making it the leading foreign investor.
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Taiwan’s direct investment in the Southeast Asian area
concentrated mainly in the labor-intensive medium and
small enterprises, especially those manufacturing elec-
tronic equipment, plastics, textiles, processed wood
products, paper and paper pulp, shoes and toys. Fol-
lowing the massive investments by medium and small
enterprises in Southeast Asian countries, Taiwan’s large
enterprises also began to invest and operate in the area.
For example, the Taiwan Hua-Hsia Gulf Plastics Group
invested $400 million to build a light oil refinery and
related facilities in Selangor State in Malaysia, and begin
operation this year. Another example, the Ts’an-Wu
Steel Work started building a steel mill in Melaka State.
Investment by these large conglomerates has led to
investments in downstream enterprises and support
facilities by medium and small enterprises. In addition,
Taiwan’s vertically-integrated investment in Southeast
Asian countries is beginning to reach a sizable scale. In
Malaysia, the Selangor government attracted Taiwan
investment by offering the rights to develop a planned
46-project industrial zone in an undeveloped area north
of Pahang State; the Kedah government has contracted
with Taiwan Yu-Ch’ang Construction Company to
jointly develop the Taiwan Industrial Zone in that state.
The Taiwan Electric Equipment Association has con-
tracted with Malaysia to develop a “Taiwan electronics
processing and export zone™ in Sungei Patani {county] in
Kedah State. In Indonesia, Taiwan’s “Executive Yuan
Labor Department” and Indonesia’s two financial con-
glomerates are jointly developing the “Jung-Ma” and
“Jung-Chia” commercial-industrial zones in Jakarta and
Surabaya. Taiwan firms are also investing to develop a
“Kuang-Hua Industrial Park” in Pulau Batam [of Riau
Islands] in Indonesia. In Vietnam, the Hsin-Shun export
processing zone will be jointly developed by the Taiwan
Trade Development Company, the Yueh-Sheng Com-
pany and the Ho Chi Minh City Government.

Another regional focus of Taiwan’s overseas investment
is Mainland China. At present, Taiwan’s investment in
China exceeds $3 billion, involving over 2,000 Tai-
wanese firms. The scale of investment is increasing daily;
as to the types of investors, they range from medium and
small enterprises to certain large enterprises and con-
glomerates; as to the investment amounts, they have
grown from projects involving several hundred thousand
dollars to those costing millions and tens of millions of
dollars; as to the area involved, it has expanded from
building small industrial parks to developing large tracts
of land. The scope of investment has continued to
expand and the technical levels elevated; beginning with
light industries in the manufacturing of garments, shoes,
umbrellas and toys, the scope has expanded to elec-
tronics, machinery, microcomputers, precision instru-
ments, petrochemicals eic.; from the labor intensive
mode, it has grown into capital and technology intensive
enterprises; and from downstream processing industries,
it has developed into mid- and upstream industries
based on raw materials. At the same time, as the indus-
trial zones are being developed, service industries in real
estate, tourism and travel, and finance are beginning to
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attract the attention of Taiwan businessmen. Investment
by Taiwan businessmen has changed from focussing
initially on processing industries or joint venture opera-
tions to sole-ownership capital investment; the operating
method has changed from simply entrusting processing
operations to others, or carrying out compensatory trade
to sole-source investment which brings in the capital,
production facilities, managerial personnel, raw mate-
rials and spare parts as well as overseas markets,
including inviting related industries to invest jointly. At
the same time, the length of investment in most projects
was extended to 50-70 years, and the regional focus
began to spread from coastal areas such as Fujian and
Guangdong Provinces to the interior, and even invest-
ment in the mainland’s new economic development
zones (such as Shanghai’s Pudong) has also increased
rapidly. v

In addition, it is estimated that in Hong Kong, the transit
point of the cross-strait trade, Taiwan’s direct invest-
ment has reached $2-3 billion, involving over a thousand
firms. According to reports, from the mid-1980s to the
first half of 1991, the amount of Taiwan investment in
the mainland negotiated through Hong Kong reached
$3.6 billion, and actual investment amounted to some $2
billion.

Reasons Taiwan Investment Flows Into Southeast Asia
and Mainland China

Since the mid-1980s, it was not by accident that large

~amounts of Taiwan’s investment flowed into Southeast

Asia and the mainland. The main reasons are:

First, the obstacles to growth that enterprises encoun-
tered on Taiwan accelerated much of the overseas invest-
ment by medium and small enterprises. By the end of
1970s, the Taiwan economy with the promotion of indus-
tries as a goal entered into an economic transitional
period. Because labor shortage became more acute as
time went on, the cost of labor continued to mount, and
the pressure of increasingly protectionist trade from the
developed countries as well as competition from coun-
tries nearby, Taiwan’s exports produced on the labor
intensive model began to lose international competitive-
ness. This forced the labor intensive enterprises to try to
become capital and technology intensive businesses. But
Taiwan’s medium and small enterprises, which consti-
tuted 98 percent of all enterprises and 70 percent of
those exporting, lacked the capital and the ability to
restructure and they faced serious obstacles in upgrading
their technological levels. By the mid-1980s, the large
trade surpluses with the United States caused the Tai-
wanese NT dollar to increase sharply in value, further
accentuating the contradictions Taiwanese enterprises
faced in seeking to upgrade and develop themselves.
From 1985-1988, the NT dollar exchange rate vis-a-vis
the dollar increased by 55 percent, wages and salaries by
87 percent, and land prices by 3.1 times, so that medium
and small enterprises could not help but try to quickly
relocate overseas, moving entire factories or parts of
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production facilities to Southeast Asia and the mainland
where the labor cost was relatively cheap.

Second, Taiwan’s capital surplus provided the economic
basis for Taiwan’s investment in Southeast Asia and the
mainland. Since the 1980s, Taiwan’s foreign exchange
reserve and citizens savings increased sharply. Taiwan’s
trade surplus of $77 million in 1980 increased to $11
billion in 1985, and to $19 billion in 1987. The yearly
increasing trade surpluses led to a large official foreign
exchange reserve. After 1987, with Taiwan’s official
foreign exchange exceeding $70 billion, and reaching
$82.4 billion by the end of 1991, Taiwan’s foreign
exchange reserve far exceeded any normal foreign
exchange requirement. At the same time, with the
Taiwan citizens saving rate already traditionally high,
the saving rate reached 40.3 percent in 1987, and after
adjusting for investment and consumption, citizens sav-
ings accounted for 21.5 percent of Taiwan GDP. Viewed
from another perspective, since the 1980s, the environ-
ment in Taiwan for capital utilization has gradually
deteriorated, with both the exchange rate and wages and
salaries at all-time high levels, the capital cost of produc-
tion has increased and the return on investment lowered;
as a result, the incentive to invest has declined, and the
situation of under-capitalization has become common-
place. From 1980-1986, the rate of Taiwan’s investment
dropped sharply from 34.3 percent to 16.3 percent,
below the average of the 1960s. On top of this, Taiwan’s
financial system was inadequately developed relative to
citizen consumption, and the capital surplus situation
has become more serious. In 1987, the Taiwan authori-
ties relaxed the controls of capital outflow and of foreign
exchange, which prompted the surplus capital to seek
overseas outlets; individual direct investments con-
tinued to expand, and Southeast Asian countries which
maintain close economic ties with Taiwan and the main-
land across the strait then became the main areas for
Taiwan’s capital investment. :

Third, the Taiwan authorities actively regulated the
direct overseas invesiment policies to advance Taiwan’s
investment in Southeast Asia and the mainland. In the
mid-1980s, the Taiwan authorities set forth a strategic
goal of “economic liberalization, internationalization
and systematization.” To achieve the economic interna-
tionalization goal, the Taiwan authorities actively regu-
lated and coordinated overseas investment policies. In
July 1987, Taiwan abolished its foreign reserve control
to carry out the policy of liberalizing foreign exchange; it
analyzed the overseas investment law to formulate a
long-term strategy and policy to develop overseas invest-
ment; it took further steps to relax restrictions on over-
seas investment, and to simplify the procedures for
examination and review of overseas investment,
including relaxing or abolishing those investing in plant
and equipment overseas controls over the -capital
requirement, debt ratio, dividend payment ability,
investment activities, etc. The authorities further sought
out those countries targeted for investment to negotiate
agreements for investment guarantee and double-
taxation protection, to expand the scope of existing
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overseas investment guarantee, and to set up organiza-
tions overseas designed to assist and protect Taiwanese
investments. The Taiwan authorities put-special
emphasis on drafting and implementing investment
policy for the Southeast Asia area, encouraging and
supporting the operation and development of Taiwanese’
firms doing business in Southeast Asian countries. In
May 1987, Taiwan promulgated “A Program for Pro-
moting Investment in Southeast Asian Area,” spelling
out the actual and projected investment amounts by
year, analyzing the investment environment as well as
operating conditions in these countries, and concretely
and systematically guiding Taiwanese firms to invest
overseas. . o . : :

Since the mid-1980s, the Taiwan authorities have grad-
ually coordinated and relaxed the policy of investment in
the mainland, formally recognizing that Taiwanese firms
can invest in the mainland through indirect but legal
means. Except for high tech industries, no other restric-
tions are placed on Taiwanese firms investing in any
enterprises on the mainland. But the economic policy of
Taiwan at this time still limits the cross-strait trading
activities to within the “civilian,” “indirect” areas.
Large enterprises are forbidden to participate, which
undoubtedly has prevented further Taiwan’s investment
in the mainland and created the present situation in
which most of Taiwan’s investment flows into Southeast
Asia and only some of it to the mainland. ’

Fourth, improvements in the investment climate in
Southeast Asian countries and the mainland Chinese
policy of promoting the development of cross-strait
trade are also important factors in attracting Taiwan
investment to these areas. Since the mid-1980s, South-
east Asian countries have revised their foreign invest-
ment policies; they have not only relaxed policy controls,
but also provided preferential measures, opened up
domestic markets, attracted Taiwan’s investment . to
develop trade zones, and improved the investment envi-
ronment in specific ways. For example, Thailand waived
not only the income tax for a period of three to eight
years, but also the machinery tax, import tax on raw
materials and export tax on end products to encourage
Taiwan to invest in specified projects which build up
export enterprises, develop national resources, and
create other trades and businesses. Taiwanese firms
investing in manufacturing enterprises have no limit on
stock ownership (service enterprises are restricted to
within 49 percent), and 20 percent of the manufactured
products can be sold domestically; the firms are per-
mitted to own the land in use, to determine prices of the
manufactured products, and to freely remit profit as well
as capital; and Taiwanese firms can own real estate, and
engage in basic functions dealing with finance, transpor-
tation and communication. In Malaysia, stock owner-
ship of foreign investment is relaxed, and Taiwanese
businessmen can. have 100 percent ownership for the
first five years of the investment; enterprises where 50
percent of the products are exported or employing more
than 350 persons can be sole-ownership enterprises;
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Taiwan’s investments can enjoy the same status as newly
established industries with preferential investment tax
treatments, with taxes levied after expenses and profit,
and rebate allowed for export; various commercial and
industrial delegatlons can visit Taiwan to discuss invest-
ment projects; various discussion groups and symposia
can be held to collect the views of Taiwanese firms
wishing to invest, and to conclude agreemeénts to avoid
double taxation. Taiwanese firms are allowed to estab-
lish their own schools to educate their children. In the
case of the Indonesian govemment a series of measures
were announced to relax foreign investment controls and
to improve the investment climate. The length of foreign
investment and time limitation for transfer of stock
ownership was " extended, the scope of investment
projects increased, the minimum investment require-
ment lowered, import restrictions on certain industrial
products relaxed, and permlsslon for Taiwanese firms to
go into joint venture in domestic distribution and
internal transportation “enterprises granted. Vietnam
announced 1ts forergn mvestment law in 1988, whrch has
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been called “Asia’s most liberal foreign investment law.”
Except for collecting 15-20 percent income tax on petro-
leum and natural gas projects, foreign countries
investing in Vietnam are not restricted in any way.
Vietnam furthermore is makmg great effort to attract
Taiwan firms to develop. in country export processing:
zones, giving special preference in the number of years
the 1and can be rented for this use, and waiving the visa
requirement for Taiwanese businessmen traveling in and
out of Vietnam. In recent years, China has also put forth
relevant procedures designed to attract Taiwan invest-
ment, ngmg Taiwanese businessmen special incentive
for investing and particularly flexible operational proce-
dures to facilitate their investment. The government has
also designated placcs such as Xinglin and Haicang in
Xiamen to be “Taiwan Investment Zones™; and different
localities ‘are all rushing to simplify procedures for Tai-
wanese. investment, to shorten the period required for
approval, and to strive to further i improve the soft and
hard environment for investment in order to strengthen
the appeal to Taiwan’s businessmen to invest.
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Ilegal Mainland Investors Urged To Pull Out

OW 0902103093 Taipei CNA in English 0812 GMT
9 Feb 93

[Text] Taipei, Feb. 9 (CNA)—The Ministry of Economic
Affairs will advise Taiwan investments on the mainland
that are not on the government permission list to pull out
from the other side of the Taiwan Straits, Vice Economic
Affairs Minister Li Shu-chiu said Monday [8 February].

Li made the remarks on the eve of announcing measures
governing indirect investments by Taiwan businesses on
the mainland.

“In principle the present investments on the banned list
will be asked to withdraw from the mainland each with a
different grace period of time,” said Chen Ming-ang,
executive secretary of the Investment Commission.

The ministry hopes to lend a hand but not impose a
punishmen? on the current Taiwan interests on the
mainland though they might have violated the new
measures, Li said.

Those who violate the measures will face a fine of up to
NT [new Taiwan] $15 million ($586,000), in accordance
with the statutes on relations between people on Taiwan
and the mainland.

Officials said the ministry will allow Taiwan enterprises

to indirectly invest on a list of [words indistinct] on the
mainland. Applications for ventures on the remaining
6,000 items will be screened on a case-by-case basis.

Among the factors determining the application
screening, according to Li, will be the possible influence
on national security and Taiwan’s overall economic
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development, whether their home companies will con-
tinue investing on the island, and permission of relevant
government agencies and shareholders.

Commission tallies indicated that 2,800 Taiwan compa-
nies as a whole have invested some $1 billion on the
mainland.

The number of total Taiwan ventures on the mainland
could exceed 6,000, and their investments could amount
to $7 billion, Economic Affairs Minister Hsiao Wan-
chang indicated.

Poll Shows Majority ‘Satisfied’ With President Li

OW0802133293 Taipei China Broadcasting
Corporation News Network in Mandarin 2300 GMT
7 Feb 93

[From the “Hookup” program]

[Text] According to a recent Gallup poll, 67.6 percent of
the people polled are satisfied or very satisfied with
President Li’s overall performance this year.

This poll also shows that Taiwan males from 20 to 29
with junior high school education tend to support the
Democratic Progressive Party.

The satisfaction ratings are highest among pollees in
southern and rural areas.

In addition, 67.8 percent of the pollees believe that it is
important or very important that President Li go
through democratic coordination within the Kuom-
intang before making any decision on government per-
sonnel. Only 13.3 percent believe it is not necessary or
all-together unnecessary for him to do so.
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