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GENERAL

Global Economy, World Order in 1990’s

91CMO0311A Beijing RENMIN RIBAO in Chinese
7Feb91p7

[Article by He Fang (0149 2455): “Trends in Global
Economic Development in the 1990°s™]

[Text] Period of Major Readjustment and Turbulence for
the Global Economy

The 1990’s will be a transition period in which new
structures will replace old and the global economy will
undergo major adjustments. It is also a period which will
see various types of upheaval. Starting last year, the
global economy began declining, and it will be at a low
ebb throughout the first half of the decade. One after
another, developed countries have entered a recession or
periods of slowed development. General estimates are
that this recession has reached its mid-point, and in the
second half of this year things will head towards a
recovery. However, due to serious imbalances in the
global economy which have existed for a long period,
and to other structural problems which will be very
difficult to solve within a short period, even if developed
countries break free from recession, in the next several
years they will only be able to maintain a low level of
growth. With few exceptions, developing countries will
find their difficulties becoming progressively more acute
due to the worsening international economic environ-
ment. The economic crises of the Soviet Union and
Eastern European countries will not disappear soon, and
it is probable that these countries will have to endure a
comparatively long period of chaos and turbulence.
These countries are also actively entering the global
economic system, which will undoubtedly have a major
impact on global economic production. In addition, new
factors acting to restrain the global economy have
emerged from within the international economic system.
One is the difficulties encountered by international
trade. The “Uruguay Round” of talks has suffered a
setback which has seriously threatened the GATT [Gen-
eral Agreement on Tariffs and Trade] system, causing
protectionism to rear its head. Second, international
financial markets are fluctuating, and in particular there
is a lack of funds and credit is tight. On the one hand,
demand has increased and there is a general feeling that
funds are scarce. On the other hand, sources of funds
have been reduced. For example, Japan, which purports
to have large amounts of funds, is now taking capital out
of the United States due to such trends as a reduction in
its international balance of payments, the difficult envi-
ronment facing its stock market and bank credit sector,
and a reduction in its capital exports. Germany is also
experiencing a fund shortage after absorbing the territory
which was formerly East Germany. And finally, there is
the effect of the Gulf War on the global economy. Of
course, the degree of this effect depends on the scale of
the war, its length, and the degree of damage it causes.
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However, because the Gulf War is a local war, it cannot
fundamentally change the direction of development of
the global economy.

Yet we must also consider some positive changes in the
global economy that occurred in the 1980’s, and the fact
that the ability of the global economy to adapt and
counter crises has been greatly strengthened. For this
reason, it looks as though the recession already underway
will not result in a serious crisis, and will not result in a
protracted period of contraction. In the latter half of the
1990°s, the global economy will move out of its low ebb,
and enter a phase where development will reach a level
higher than that of the 1980’s. At that time, developed
countries will return to an economic upswing. Although
they will not purely emphasize speed, but rather increase
their emphasis on quality and efficiency, the rate of
growth cannot be too slow. The U.S. budget deficit, one
of the major imbalances in the global economy, also
could be progressively alleviated, and this could also
help resolve the global fund shortage. The situation of
developing countries will improve. In addition to a
number of Asian countries that will still be able to
maintain a rate of development higher than the average
global level, Latin American countries will also see their
economies move out of the trough, and their situation
could be better than in the 1980’s. The prospects for the
sub-Saharan African countries remain bleak. After expe-
riencing a long period of turbulence, most of the econo-
mies of the Soviet Union and Eastern European coun-
tries will gradually achieve either a rapid or slow
recovery and development. To sum up, the global eco-
nomic situation in the latter half of the 1990’s will clearly
be better than in the first half and, as a whole, the 1990’s
could maintain a rate of development at a level equal to
that of the 1980’s, or perhaps even somewhat higher.

The 1990’s will also be a transition period for the
development of the global economy. In this period, there
will be a gradual economic adjustment, changes
involving acute growth and decline, large-scale breakups
and realignments, and the gradual formation of a new
global economic structure and order. On the other hand,
there will also be a new technological revolution based
on microelectronics and information technology; this
will realize major breakthroughs and have wide-ranging
effects. The result will be that, at the end of this century
or early in the next, the global economy will enter a new,
high tide of development, one that will be able to
maintain development for a period of nearly 20 years. In
fact, every country will view the 1990’s as a key period
for preparing to grasp the opportunities and welcome the
arrival of the new high tide of development in the 21st
century.

Every Country Will Focus More on Developing its
Economy and Science and Technology

During the transition period, the global economy will
possess the important characteristics listed below:
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1. The focus of international relations is shifting increas-
ingly towards economic concerns. In the wake of the
relaxation of military tensions between the United States
and the Soviet Union, and the trend in the international
situation towards relaxation of tensions, countries will
focus more on developing their economies and science
and technology, and many countries will put economic
security in the leading position when it comes to national
security. Economic competition will replace military
competition as the focus of international relations; tra-
ditional goals and methods will gradually be replaced by
economic ones; and global economic effects will be more
important than global political ones. The current Gulf
War also has clearly touched on economic factors and
background related to controlling major natural resource
bases. Under the new circumstances, political struggles
will become even more complex, and economics and
politics will become more and more inseparable.
Western countries will do their utmost to increasingly
politicize international economic relations, and use eco-
nomic methods to exert pressure on socialist countries
and developing countries and interfere in their domestic
politics.

2. There is active adjustment of economic policies and
structures. Global economic adjustment is continuously
deepening. In order to increase real economic strength,
accelerate and stabilize economic development, increase
the quality and efficiency of the economy, adapt to
developmental change in the global economic situation,
and strengthen their ability to compete, countries are
actively adjusting their economic policies and structures,
and implementing economic system reforms of different
types and to different degrees. In the course of adjust-
ment, developed countries and many developing coun-
tries are also devoting particular effort to developing
science and technology and making scientific and tech-
nological competition the focal point of economic com-
petition. To this end, they are reforming their educa-
tional systems and paying more attention to fostering
talented people and increasing the quality of personnel.
It is very clear that, in terms of adjustment and reform,
a country can obtain an advantage by holding fast, using
the correct approach, and quickening the pace; otherwise
it will inevitably fall behind, and this could lead to
upheaval.

Internationalization and Collectivization of Economic
Activity Accelerates Development

Economically speaking, the countries of the world are
becoming increasingly closely linked, and all are progres-
sively expanding and opening to the outside. They are
forced to adapt to the changing development of interna-
tional economic conditions, and are entering into a
unified global economic system more deeply to avoid
being isolated outside the system. At the same time, due
to individual and common interests, more countries are
forming or strengthening various interlocking groups
that operated in different forms, on different levels, and
are of different sizes, and they are cooperating in eco-
nomic trade. Both of these trends speed up development.
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What attracts particular attention at present is regional
bloc formation. In addition to established blocs, which
are progressively strengthening their cooperation and
expanding their organizations, new regional economic
cooperative blocs are constantly springing up. In the
1990’s, the world will be able to see the gradual forma-
tion of three large regional economic zones: Europe,
North and South America, and Asia and the Pacific.
Although there is a trend towards bloc formation, there
must still be a differentiation between the internal and
the external, with preference given to the internal, and
the external handled with a certain conservatism. For
this reason, countries will demand to participate in
regional cooperation, and will refuse to be left out. On
the one hand, this bloc formation has a certain exclu-
siveness: it obstructs free trade, affecting global eco-
nomic development. On the other hand, the current
blocs are for the most part open, and the situation is not
the same as it was before World War I1. Not only are the
blocs beneficial to the economic development of coun-
tries within the bloc, they are also beneficial to the
development of the global economy; the European Eco-
nomic Community and ASEAN [Association of South-
east Asian Nations] are proof of this. Internationaliza-
tion is an inevitable trend in the global economy and in
the historical development of the human species. Thus
bloc formation is a major component and an inevitable
stage in the overall course of internationalization.

Imbalances in Global Economic Development Worsen

First, the North-South gap continues to widen. As a
result of the unbalanced international economic order,
developing countries continue to find themselves in an
extremely unfavorable position. In the 1990’s, those
most harmed by fluctuations in the global economy will
be developing countries. Developed countries shift crises
to developing countries, and strengthen economic
exploitation and political interference, factors which
intensify North-South contradictions daily. At the same
time, divisions among developing countries are
becoming more evident. Among these countries, there
are groups of countries and regions that can hope to
gradually reach the level of developed countries; the
situations of many countries in Asia and Latin America
could take a favorable turn, but they still face many
difficulties. The number of countries in the poorest
category could still increase. Divisions among devel-
oping countries, and the fact that they have certain
dependencies vis-a-vis different large countries and
blocs, weaken their ability to come together and resist
developed countries. Yet the common interests of Third
World countries are still important, and their coopera-
tion in international relations will increasingly show the
great effect they can have. Second, the East-West gap is
also widening. For a short period, the Soviet Union and
countries in Eastern Europe will be in gradual decline; it
is difficult to say when they will recover. It is particularly
necessary to pay attention to the worsening develop-
mental imbalance among developed countries. The
United States, in economic competition with Japan and
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Germany, will continue to find itself in an inferior
position. The decline in its overall national strength and
in its ability to affect international affairs cannot be
turned around by a victory in the Gulf War.

Many unclear factors exist in the global economy in the
1990’s, but one thing is certain: economic competition
grows fiercer by the day. During this crucial period, each
country must continuously increase its own competetive-
ness and prepare to meet the new high tide of global
economic development and obtain an advantageous
position in the new global economic structure.

Shifts in World Economic Power Discussed

91CM0341A Beijing SHIJIE ZHISHI [WORLD
AFFAIRS] in Chinese No 1, 1 Jan 91 pp 20-21

[Article by Xu Shouguan (1776 1108 0385): “The Global
Economy, Increasing Sensitivity to Changes™]

[Excerpt] {passage omitted] Many foreign economists
believe that if the major developed countries do not
institute important adjustments in their macroeconomic
policies, the international economic environment will
not improve, and the main trends that have already
surfaced in the world economy of the 1980’s will carry
over into the 1990’s. Some of these main trends, which
are now attracting general attention ariong economists
all over the world, are the following:

—With the acceleration in scientific and technological
progress and in the spread of information, with the
expansion of international trade, the increase and faster
pace of the flow of capital between countries, especially
with the integration of all money markets, and with the
ever-broader circle of countries that open up wider to
foreign trade, the mutual interconnection and mutual
interreliance of countries has been greatly enhanced. An
ever-increasing internationalization of economic life has
already become a basic characteristic of the world’s
economy.

This trend is beneficial in that it promotes the world’s
economic development, but it is also responsible for two
problems. On the one hand, it has rendered the world
economy more ‘“‘sensitive” to changes that might occur,
so that a slight ripple somewhere will affect the whole
body. For instance, the slump in the U.S. stock market in
1987 and the crisis in the Persian Gulf immediately
resulted in global economic disarray. On the other hand,
the economy of every single country in the world is much
more deeply affected by the restraints imposed on it by
the world economy. When deciding on its own economic
policy, every country is compelled to consider changes in
the world economy, and developing countries with weak
economies especially find their room for maneuvering
increasingly restricted. All this demands have heightened
international economic cooperation and coordination,
so0 as to benefit an upswing in the world’s economy and
achievement of common prosperity. However, in the
1980’s international policy decisions have more and
more been monopolized by a small number of the major
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economically prominent Western countries. They have
coordinated policies merely on the basis of their own
needs or the needs of their own groups or blocs, heedless
of what consequences these policies might have for the
developing countries (for instance, the effect of interest
rate increases on debtor countries). Even though in
recent years the developing countries have emphatically
called at the United Nations for the expansion of the
scope and content of international economic policy
coordination, with due incorporation of their particular
interests, the large countries have turned a deaf ear to
such demands. This is a tendency that runs counter to
the ever-growing trend toward internationalization.

—As a consequence of the trend toward internationaliza-
tion and the unevenness of developments between the
developed countries, the previous situation in which the
United States was the single “lead engine” in the global
economy is receding, and a multipolar trend is becoming
evident in the global economic structure. Western Europe,
North America, and the Asian-Pacific region have
already, or are about to become trade and economic
blocs. Each of the three regions is intensifying coopera-
tion within itself in matters of trade, capital, technology,
and qualified personnel, particularly in free circulation,
thereby enhancing their economic vitality and raising
the efficiency of their cooperative mechanisms. This
benefits the rapid economic development of these
regions and contributes to the growth of the world’s
economy. It is therefore quite possible to regard the
trend toward bloc formation and regionalism as organic
components of an intensified progress toward integra-
tion in the world’s economy. However, this trend also
entails the danger of moving toward protectionism, a
move that would run counter to the further opening up
of the international trade system and to imparting a
multilateral character to it. It would reduce fair trade
and investment opportunities within a certain region for
trading partners outside that particular region, and
would easily add to the difficulties of the global flow of
capital funds. In recent years, the difficulties encoun-
tered at the Uruguay Round of talks exemplify the
problem.

—Many countries and some economic blocs, to different
degrees, readjusted their economic structures and eco-
nomic policies in the 1980’s and have thereby brought
about a global trend of economic readjustments. Regard-
less of the reasons for their adjustments, also regardless of
differences of scope and character of these adjustments,
they all are facing pressures for further readjustments.
This process will continue at least into the first half of the
1990’s. Generally speaking, these adjustments will urge
further opening up in the economies of all the various
countries and provide opportunities for mutual benefits.
However, the adjustment process is also accompanied by
hardships, and the various countries are meeting serious
challenges. The developing countries have to bear an
especially heavy burden in these adjustments. After the
debt crisis of 1982, in order to gain financial support
from the International Monetary Fund and the World
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Bank, they were compelled to accept harsh terms,
including currency devaluations, cutbacks in their
demands, reductions in subsidies and public expendi-
tures, sale of unprofitable state enterprises to the private
sector, instituting market mechanisms, and so on. Prac-
tice has shown that these adjustments could only be
temporarily effective, and frequently sacrificed long-
term interests. Recently, the Western countries have
again raised the political demand for “structural democ-
ratization,” which in fact amounts to the proposition of
forcing their own economic patterns and value concepts
on the Third World countries, thus interfering in the
internal political affairs of other countries. The devel-
oping countries have criticized these moves and have
tried at the same time to explore developmental roads
that would be suited to their specific national conditions.
They will most likely continue these explorations in the
1990’s.

—1In the last few years, changes in the East-West relation-
ships have introduced new elements of complexity into
international economic relations. It remains to be seen
what effects these changes will have in the end on the
growth of the world economy, especially on the economic
development of the developing countries, and on interna-
tional economic cooperation. At present, a conspicuous
problem has arisen from the structural reforms in the
Soviet Union and in the East European countries, their
transitions to market economies, and their requirements
of huge amounts of capital. This is bound to affect the
flow of capital in the international money market. At the
same time, the economic difficulties of the United
States, Germany’s unification, and Japan’s economic
transformation will increase demand for capital funds
and cause a shortage of supply as far as international
funds are concerned. The developing countries are there-
fore deeply concerned about the possibility of unfavor-
able effects resulting from the changes in East-West
relations. They repeatedly emphasize that these changes
must not weaken solicitude for their difficulties. Assis-
tance to them in their recovery and development must be
a major item on the agenda of international economics
and the nucleus of international economic cooperation.
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—The swift progress in the scientific and technological
revolution is presently playing an important role in the
economic growth of the developed countries and of world
economy, and also in the rapid growth of some developing
countries and in raising their economic structures to
higher levels of efficiency. This is a positive element
which causes many people to cherish hopes for the
1990’s. However, as far as the majority of developing
countries are concerned, they will only be able to remain
“bystanders™ at the scientific and technological revolu-
tion, because they lack the basic conditions for scientific
and technological development and lack the financial
and manpower resources to obtain technology transfers.
The challenges posed by technological progress are far
greater than the opportunities that this progress will
provide to them. This is also a major reason why the
North-South disparity will widen further. If there is no
effective international cooperation in the 1990’s, and if
no advanced technologies are transferred to the devel-
oping countries at preferential terms, to strengthen their
capabilities in the industrial, agricultural, service, and
information sectors, the North-South disparity will fur-
ther expand, and the structural imbalance in the world
economy will be further aggravated.

In the last few years, environmental problems are
receiving increasing international attention. During this
century, there have been a tenfold increase in global
economic activity and a threefold increase in population,
and this has created an ever-increasing pressure on the
environment. In the past, people have paid attention
only to the unfavorable environmental effects of eco-
nomic development. Now, people, going one step fur-
ther, are realizing that the trend of environmental dete-
rioration casts a shadow over the economic prospects of
the whole world. For instance, global atmospheric
warming and damage to the ozone layer are creating
serious dangers for agriculture all over the globe, and
people, therefore, recognize that the environmental
problem is also an economic problem. The United
Nations has decided to call in 1992 a conference on the
environment and development, in order to formulate “a
strategy and measures to stop and reverse the deteriora-
tion of the environment.”
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Article Urges Ideological Monism, Attacks
Pluralism

9ICM0293A Shanghai SHEHUI KEXUE [SOCIAL
SCIENCES] in Chinese No 1, 15 Jan 91 pp 45-48

[Article by Fang Chaohui (2455 2600 2547), Fudan
University Philosophy Department: “Questioning the
Theory of Pluralism of Values—Also a Discussion on the
Main Mission in China’s Present Cultural Develop-
ment”’]

[Text] The advocacy of pluralism has been quite preva-
lent within Chinese ideological circles in recent years.
The main idea is that in a good society many different or
opposing value systems should exist side by side, and
that in ideological circles we should vigorously promote
the appearance and development of many different and
even opposing social and academic viewpoints.
According to this way of thinking, pluralism is a sign of
democracy and monism is a sign of dictatorship. This
seems quite reasonable and appears to be in line with the
policy of “letting a hundred flowers bloom and a hun-
dred schools of thought contend,” but when you examine
the issue more closely it turns out otherwise. This article
takes a critical look at pluralism from a completely new
cultural perspective, and arrives at some completely new
conclusions.

I

There are three periods in Chinese history in which the
pluralism sought by the pluralists existed: One was the
Spring and Autumn/Warring States period; a second was
during the time of the Wei, Jin, and North and South
dynasties; and the third was the period of more than 100
years following the first Opium War. Although a move-
ment toward ideological liberation arose during the late
Ming and early Qing dynasties, the main thinkers in this
movement were concerned primarily with opposing the
Confucian philosophy of the Song and Ming dynasties.
Their ideology did not truly move beyond the pale of
Confucianism, and its influence was limited to ideolog-
ical circles; it did not actually affect the entire society’s
foundations. When you review the three periods which
were characterized by pluralism, you discover a common
denominator: The nation was splintered, the central
regime never lasted long, the entire nation was in chaos,
civil wars raged ceaselessly, and the people suffered
immensely. On the other hand, although the societies of
Europe and the United States during those time periods
are widely regarded by Chinese scholars as having exhib-
ited pluralism, the truth is that their societies were in
perfect order and they had sound legal systems; they
were not going through anything like the upheavals that
were wracking China. So why was Chinese society so
different from those of Europe and the United States
even though all of these societies were characterized by
pluralism? Let us put aside all questions of sociopolitical
and historical background and analyze the cause of the
aforementioned dissimilarity solely from the perspective
of values.
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There are two levels to a society’s value system: one is
the surface level and the other is the deep level. Surface
values are seen in the visible ideological developments in .
a society. We can divide these ideological conditions into
two types: monism and pluralism. For example, in the
Spring and Autumn/Warring States period society’s sur-
face values were pluralist, but they had turned to
monism by the time of the Western Han dynasty. The
surface values of Western society during the medieval
period were characterized by monism, but by the time of
the Renaissance they were moving toward pluralism.
Deep-level values are seen in the impression left in the
hearts and minds of men by the long-term development
of culture. Deep-level values are reflected in people’s
everyday lives by means of behavioral norms, thought
processes, customs, and rituals, and above all, in the
people’s moral and legal concepts. They form the cul-
tural and psychological foundation of society. The dif-
ference between China’s periods of pluralism and those
of the West lies mainly in deep-level values. In contem-
porary Western society, although surface values and
even different political factions exist side by side, deep-
level values are united (i.e.—they are monistic) rather
than pluralistic. Deep-level values manifest themselves
in the fact that people at all levels of society in the
developed nations of contemporary Europe and the
United States, as the products of the long process of
cultural and psychological development in the West,
have accepted in their hearts the concepts of law, democ-
racy, and human rights. They not only believe intellec-
tually that these concepts make sense, but they demon-
strate an active behavioral pattern of respect for the law
and human rights. To put it in philosophical terms,
relatively good moral and legal core concepts have
appeared. From this it is apparent that pluralism in
contemporary Europe and the United States exists only
at the surface level; deep-level values are monistic. In
China’s case, however, during the aforementioned three
periods of pluralism, values were pluralistic not only at
the surface but also at the deep level. It was not like in
the West, where there was a deep-level monism. During
the aforementioned three periods of pluralism in China,
as the traditional centralized regimes disintegrated,
broad, deep, and longlasting iconoclastic ways of thought
took root in ideological circles. The concepts of propriety
and morality as well as the value systems and legal
consciousness that had long governed daily lives met
with fierce resistance. A direct consequence was a serious
disregard for the aforementioned moral and legal core
concepts. In this type of society, the instinctive human
desires came to govern all values, while people scoffed at
all sense of morality, responsibility, and respect for the
law. Generally speaking, deep-level values during these
periods took the following forms: First, personal char-
acter often fell by the wayside, and everywhere there
were people without any sense of morality or law.
Second, some people held on to the personal character
that had been present in earlier times. This was particu-
larly true of some diehard intellectuals and people from
other walks of life who yearned for the values of the past.
Third, many people were of contradictory character.
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This was particularly true of some progressive intellec-
tuals. On the one hand they felt extreme contempt for
traditional culture and its norms and concepts, and they
leaned to and believed in new values and norms. At the
same time, however, in their own lives they displayed at
all times a deep nostalgia and unconscious respect for
traditional values and norms. In his book The Crisis of
Chinese Consciousness (which has been translated into
Chinese as Zhongguo Yishi de Weiji), American pro-
fessor Lin Yusheng analyzes in great detail and depth
this contradictory phenomenon among intellectuals
since the May 4th Movement.

Thus we see why the phenomenon of pluralism in China
is always associated with serious chaos and upheaval,
while this association is not made in Europe and the
United States. The reason is that during periods of
pluralism in Europe and the United States, deep-level
monism has not been threatened. This is because the
universal existence of a moral and legal entity has
prompted people to advocate the necessity of a certain
social “compact” even though they may get involved in
various polemics over different concepts. No matter how
great the difference between various ways of thought, it
has not led to direct rejection of current social norms
(such as legal and moral concepts). The pluralization of
surface-level values has not led to the pluralization of
deep-level values in the West, and it is precisely for this
reason that pluralism, no matter what form it has taken,
has not destroyed the cultural and psychological founda-
tion (i.e.—the monism of deep-level values) upon which
society depends for stable existence and development;
on the contrary, this pluralism has greatly stimulated
social prosperity and progress. In China, however, the
situation has been very different. During the three afore-
mentioned periods of pluralism, the pluralization of
surface values has led to the pluralization of deep-level
values, which has caused all of society to lose the social
and psychological foundation upon which its stable
existence and development depended. In a society where
nearly all sense of propriety, shame, morality, and law
was lost, it was difficult to hope for a stable political
situation. Because the people looked upon law as weeds
and regarded morality as dirt, it was not easy to put good
social or political ideals into practice. Base desires ran
amuck, greed and corruption spread everywhere, and all
of society from top to bottom lost any belief that was
more than utilitarian. The lofty ideal of struggling for
one’s ideals disappeared. In this social context, not only
did the plurality of surface values fail to bring about
democracy and the rule of law, it greatly exacerbated
social chaos. This is the main reason why the advocacy of
pluralism during the aforementioned periods in China
has inevitably been accompanied by serious chaos and
upheaval.

II

From the situation described above it is apparent that
surface-level values and deep-level values should be
mutually complementary. If you only have a plurality of
surface-level values, but you lack monistic deep-level
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values, social chaos is inevitable. Only when surface
plurality and deep-level monism are combined can
society be stable and prosperous. The fundamental error
of the pluralists is that they concern themselves only with
an abstract call for pluralism, but they are not aware of
the distinction between surface-level values and deep-
level values. The result is that their one-sided calls for
pluralism bring two unhealthy consequences. First,
social norms, customs, rituals, morals, and legal concepts
are destroyed, and this leads to the pluralization of
deep-level values. Second, they do not know how to
build up a new deep-level monism, and they seriously
overlook the deep significance of building a moral and
legal core concept. Thus, this type of pluralism can only
give birth to destructive social forces and bring on more
and more negative consequences, thereby eliciting
greater and greater disgust. Apart from this aspect,
pluralists believe that monism must inevitably lead to
dictatorship and that pluralism brings democracy. This
is a one-sided view. They are ignorant of the fact that
even in democratic societies pluralistic surface values
must rest on a foundation of monistic deep-level values,
otherwise democracy cannot be achieved. In a society
under dictatorship, of course, surface values and deep-
level values are both monistic, and deep-level values are
always suppressed by surface values. This has always
seriously retarded the development of the entire culture.
Pluralists place pluralism and monism in absolute oppo-
sition to each other. They apparently do not realize that
in any good society pluralistic surface values and
monistic deep-level values are complementary. On the
one hand, deep-level monism provides surface pluralism
with the necessary foundation; at the same time, surface
pluralism provides deep-level monism with vitality, and
it stimulates further societal prosperity and develop-
ment. Monism that lacks surface pluralism can only lead
to totalitarian dictatorship, while pluralism which lacks
deep level monism can only lead to serious social chaos.

We have discovered that in many societies throughout
history which have lived under dictatorship, the rulers
have always tried every way possible to achieve surface
and deep-level monism. They have always been acutely
aware that if they only achieved surface monism without
achieving deep-level monism, people would only pay lip
service to monism, which would lead to all sorts of
factors that would be disadvantageous to their dictato-
rial rule. Many dynasties in Chinese history (the Qing
dynasty, for example, which threw huge numbers of
writers into prison) and Europe’s medieval period are
both examples. However, because in a society under a
dictatorship the rulers always try every means available
to use surface values to suppress deep-level values, the
deep-level monism that is rooted in people’s minds
collapses. One inevitable result is that monism is dis-
played in surface values while an opposing pluralism
appears in deep-level values. People have no choice but
to give the appearance of faith in the officially provided

" value system, but in their hearts they believe in values

that are diametrically opposed, and in their actions they
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always “give outward compliance but passive resis-
tance.” This opposition between surface and deep-level
values is an important sign of fundamental crisis.
China’s late Western Zhou, late Eastern Han, late Ming-
early Qing, and late Qing periods are all examples of this
situation. In addition, in the West the late medieval
society as well as the 100-200 years following the Renais-
sance are also examples of this situation. In this type of
society, because the pluralism of deep-level values leads
to more and more pronounced opposition to surface
values (ideology), social crises can break out at any
provocation because of the impact of many different
internal and external factors. This situation can lead to
the disintegration of the entire traditional dictatorial
society, which then slips into true chaos and disunity.
This was the case with China’s Spring and Autumn/
Warring States period, the Wei, Jin, and Northern and
Southern dynasties period, the more than 100 years
following the first Opium War, and the several hundred
years of upheaval in the West from the 16th to the 19th
centuries. The common denominator of values in these
periods is the fact that not only are deep-level values
pluralistic, but surface values also show serious plu-
ralism, which causes society to lose the cultural and
psychological foundation upon which it relies for stable
development. This makes it extremely difficult for such
societies to extricate themselves from chaos; it has
always taken hundreds of years. One of the most impor-
tant factors in escaping chaos is the reestablishment of
deep level monism, which means the reestablishment of
a values core concept (including moral and legal core
concepts). A society cannot achieve true stability without
going through this process. When the first emperor of the
Qin dynasty “burned the books and buried the scholars”
after uniting the other six states through military con-
quest, he neglected to reestablish a deep-level unity of
values, and his state soon fell. In contrast, the wisdom of
the emperor Han Gaozu (Liu Bang) and the emperor
Tang Taizong (Li Shimin) lies in the fact that they
regarded the support of the people, not strongarm poli-
cies, as the key to long and peaceful rule. They adopted
the policy of “giving the people a chance to recover,”
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thereby enabling the people to find contentment in their
daily lives. In so doing, these emperors restored the
morality and law-abiding consciousness of earlier times
and reaped the concrete rewards of reestablishing deep-
level monism. However, we have also discovered that
when reestablishing deep-level monism you can be
working toward one of two different goals, one being a
dictatorial society, the other a democratic society. When
thé former path is taken, the establishment of deep-level
monism very quickly leads to surface monism, which
then, in the form of a surface value system, is used to
suppress deep-level values. The result is a return to a
dictatorial society. This was the case with many of
China’s feudal dynasties. When the latter path is taken,
the establishment of deep-level monism and the estab-
lishment of political democracy proceed simultaneously,
and after a period of struggle the two form a healthy
coexistence and act upon each other in a complementary
way, and order is established throughout the nation. The
modern and contemporary history of the West is an
example of this situation. We have seen that it is very
difficult to build the type of democratic society described
above. On the one hand, building deep-level monism
(i.e.—building the cultural and psychological foundation
of a democratic society) is not just a matter of education
or ideological propaganda; it has always required the
close coordination of various social, political, economic,
cultural, and legal factors. On the other hand, in a social
milieu where deep level monism is lacking, no system is
likely to perform well, and once the foundation of
deep-level monism becomes impossible to establish, the
realization of any social ideals becomes an impossibility.
There is one final thing worth noting. No matter which
of the two aforementioned paths a society takes, the
object is to establish deep-level monism. However, a
democratic society and a dictatorial society have very
different requirements of the value concepts, so the
content of this monism is as different as night and day.
At this point we can express the relationship between
order or chaos in a society and the state of its values in
the following table:

Sungace-Level

Deep-
Level
Values

Surface~Level monism

Sunface-Level pluwralism

Deep-Level monism Aufocracy

Democracy

Deep-Level
plarnalism

Serious social crisis
1 Autocracy on the verge of
disintegration

2l
e

massive upheaval
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There is a cyclical progression within the social states
listed in this table. The sequence is: dictatorship; social
crisis/breakup of dictatorship; great national chaos;
democracy; dictatorship; etc. Nations go from order to
chaos, and from chaos to order. By means of this table
we can show more clearly the relationship between a
social system and that society’s value system.

1

From the table it is apparent that there is a deep
relationship between a society’s order (or chaos) and its
system on the one hand, and its surface and deep-level
values on the other. Although neither a society’s pros-
perity (or decadence) nor its stability (or chaos) are
determined entirely by its value system, this value
system nevertheless can at the very least serve in the first
place as the yardstick by which social progress is mea-
sured, and in the second place provide a deep stimulus
toward social progress or regression. After the founding
of the People’s Republic, China built up a strong deep-
level monism. This monism was the spiritual fountain-
head which enabled the Chinese people in the 1950’s and
1960’s to selflessly overcome all sorts of difficulties and
achieve huge successes. Unfortunately, however, because
the policy of letting “a hundred flowers bloom and a
hundred schools of thought contend” had not been
implemented well, by the eve of the Cultural Revolution
ideological pluralism had not been truly established, and
the nation moved instead toward surface monism. Soon
thereafter surface ideology was used to suppress deep-
level values, which led only to an antagonistic deep-level
pluralism. Everyone is familiar with the results. Since the
beginning of reform and opening up the implementation
of a series of measures under the “hundred flowers”
policy has enabled a vigorous development of surface
pluralism, and academic activity has flourished to an
unprecedented extent. However, because the relation-
ship between surface values and deep-level values has
not been dealt with properly, efforts to establish surface
pluralism have led to the appearance of deep-level plu-
ralism. This deep-level pluralistic chaos has manifested
itself in deteriorating social morals, which has led to
considerable social chaos. The effect of this chaos on
society has been unusually broad and deep, and has led
to on-again-off-again development in China’s academic
community in recent years. In addition to other factors,
it is undeniable that this situation is strongly linked to
the fact that many people in China’s intellectual com-
munity have for many years made one-sided calls for
pluralism while neglecting to build a deep-level monism.
Those pluralists, whose point of departure is their hatred
for the unhealthy consequences of surface monism in a
dictatorial society, look upon the advocacy of pluralism
as “an excellent prescription for the country’s illnesses.”
They believe blindly that pluralism will automatically
bring democracy and the rule of law. What they do not
realize is that until a deep-level monism (that is, a
unified deep-level value system) is established, blind and
one-sided advocacy and development of pluralism will
not only fail to bring any democracy or rule of law, but
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will greatly exacerbate social chaos, thereby extin-
guishing any ideals of democracy and rule of law. As
things stand today, we can no longer afford to make
abstract calls for pluralism. We must take as our number-
one priority the mission of establishing a deep-level
monism that is in step with the requirements of democ-
racy and the rule of law. To rebuild the deep-level value
system is to rebuild the core value concepts, including
the moral and legal core concepts. Only in this way will
there be a sturdy and broad-based social, cultural, and
psychological foundation for China’s task of socialist
modernization.

Liu Zaifu’s Humanistic Literary Theory Criticized

91CM0297A4 Beijing WENYI LILUN YU PIPING
[THEORY AND CRITICISM OF LITERATURE AND
ARTS] in Chinese No 1, 24 Jan 91 pp 41-45

[Article by Liu Qingfu- (0491 1987 4395), Fu Xichun
(0265 1585 2504), and Liang Zhonghua (2733 0112
5478): “Liu Zaifu's Theory of Humanism in Literature
Criticized™]

[Text] Liu Zaifu {0491 0375 1788] has raised a number
of influential points on literary character, literary sub-
ject, the mainstream in literature in the new period, and
other matters in articles published a few years ago. He
has put forward some controversial theories, at the heart
of which are his humanism and humanistic view of
literature. In “Literary Research Should Revolve
Around Man.” for instance, he touched upon the reform
of China’s art, literature, and science. He wrote, “A basic
element of the current drive to transform art, literature,
and science is to replace the concept of ‘taking class
struggle as the key link’ with the concept of socialist
humanism and make man the subject.”’ His discourse
on the three aspects of the subjective nature of literature
in the long article “On the Subjective Nature of Litera-
ture” was permeated with humanism and human nature.
Referring to the so-called principal in literature, he said,
“To put it in everyday language, when a writer gives his
subject pride of place, when he gives him the image of
the main subject, he is treating a human being as a
human being.”? He said we must “take man as the
basis.” According to him, “In a fundamental sense, the
reason the literary subject has been lost is because the
writer has ignored man’s position and value.”? Dis-
cussing the subjective nature of the writer, he said, “The
true realization of the subjective nature of the writer is
precisely the writer’s self-realization.”* And “in the final
analysis, the writer’s self-realization is the power of
love.”” Ignoring historical conditions and heedless of
class analysis, he talked about, trance-like, the obligation
of a writer to spread love throughout the world and
among all mankind. Referring to the reader-
as-the-subject, he said, “The entire process of accepting
art is none other than the process of restoring human
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nature, the process of restoring to man things that he
should have: his dignity, value, and mission.”® To him,
“a deeper meaning of art is in promoting the perfection
of human nature.”’ In a speech to the “Symposium on a
Decade of Literature in the New Era in China,” he came
straight to the point, “Literature is essentially human-
istic. As soon as it loses its essence of humanism,
literature will lose its ability to move.” He declared
categorically, ‘“Literature today should hold high the
sacred banner of socialist humanism. No need to waver
at all just because of other people’s curses.”®

The humanism propagated by Liu Zaifu touches upon
the nature of humanism, the relations between
humanism and literature, the status and role of
humanism in literature, and other major matters of
principle. He has created serious confusion that needs to
be cleared up carefully.

I

In Liu Zaifu’s writings, humanism sometimes refers to
humanism in general and sometimes to socialist
humanism. So what kind of humanism is he really
preaching? As we see it, the kind of humanism he talks
about and the kind he actually propagates are not one
and the same thing. He pays lip service to socialist
humanism. Under the signboard of socialism, however,
he is actually proposing abstract humanism, which tran-
scends class and time and is the humanism of the
bourgeoisie. It is this kind of humanism that he praised
to the sky in “On the Subjective Nature of Literature”
and other articles. To Marxists, ‘“‘there is absolutely no
love or hate without cause in this world.”® In a class
society, it is simply impossible to have so-called *human
love.” Today, internationally we cannot love imperial-
ists and other antisocialist people. Domestically,
although exploiters as a class have been destroyed, all
kinds of hostile forces still exist. We cannot love people
who are corrupt or degenerate, who steal, or who violate
discipline and break the law. This is obvious. Yet Liu
Zaifu says that the love of some writers “completely
transcends material gain. It is pure love, even love for
love’s sake.” “Love for which there is no clear
explanation.”'? He also says that the “god that writers
emotionally yearn for is none other than love, universal
love that links together all human emotions. This kind of
love transcends self, blood ties, clan, and national
boundaries.”!! If this is not abstract humanism, what is
it? Some of Liu Binyan’s reportages have been criticized
for distorting facts and smearing socialism. Yet Liu
Binyan praised the “keynote” in these writings as the
‘call for human dignity and value.” “In the midst of
fighting, there is a tremendous concern for man.”!2
These facts tell us that the humanism propagated by Liu
Zaifu is not socialist humanism at all, but bourgeois
humanism.

We do not simplistically repudiate all humanism.
Marxism calls on us to analyze and evaluate humanism
in detail, historically, and comprehensively. The philo-
sophical basis of bourgeois humanism is the idealist

POLITICAL 9

world outlook and the idealist conception of history. In
practice, however, it was the ideological weapon used by
the bourgeoisie to oppose feudal rule, and it played a
revolutionary role in the struggle against feudal forces
and theocracy. Today, progressive elements and progres-
sive writers in capitalist nations who are sympathetic
with the working people use humanism to expose capi-
talist exploitation and oppression of the proletariat,
oppose imperialist wars of aggression, preserve world
peace, oppose racial discrimination, safeguard the rights
of women and children, and protect the environment.
Humanism, therefore, is still playing a useful role. What
we oppose is the use of humanism by a imperialist
reactionary to slander the masses’ revolutionary activi-
ties and to attack and vilify socialism. True socialist
humanism, in our opinion, is not only compatible with
Marxism, but, as the moral principle and ethical norm
for Marxism, helps harmonize interpersonal relations
and build a diverse and rich socialist spiritual civiliza-
tion. Thus we have been consistently positive in our
attitude toward it.

II

Liu Zaifu’s humanism determines his humanistic view
of literature.

Liu Zaifu has openly declared the essence of literature to
be humanity and humanism, which is rare in China’s
literary theory. His view of the essence of literature is
derived from the proposition that “literature is the study
of man.” The proposition that “literature is the study of
man” explains the relations between literature and man
and can be interpreted differently by different people
depending on their view of man. It can be interpreted
materialistically or idealistically. Idealists of all descrip-
tions (including people whose job is to preach bourgeois
humanism) are given to interpreting this proposition in a
way that would serve their purposes. Liu Zaifu, for
instance, interprets the proposition idealistically, having
deliberately humanized it. He writes in “On the Subjec-
tive Nature of Literature,” “We must not only recognize
literature as the study of man in a broad sense, but we
must also recognize literature to be the study of man’s
spirit, his personality, his spirituality.” He also says,
“Literature is not only the study of the spirit of a certain
character, but the study of the spirit based on different
characters. This is precisely why literature cannot be
removed from the most universal humanistic spirit.”'?
Later, in an address to the “Symposium on a Decade of
Literature in the New Era in China,” he minced no
words, “Literature is the study of man not only because
the subject of literature is man but also because literature
is essentially humanistic.” In his opinion, Chinese liter-
ature before the new era had lost sight of man as its
central purpose, lost its humanistic essence. He said,
“Only by restoring the humanistic essence of literature
can we give literature boundless vitality amid power.
Only then can it go toward the world.” Relying on
humanism to propel our literature to the world is an
obvious expression of the convergence theory. It can
only “Westernize™ and capitalize our socialist literature.
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Liu Zaifu believes that in advocating the subject theory
of literature and recognizing humanism to be the essence
of literature, he is following the trend of historical
development. But his conception of history is faulty. He
said, “The movement of social history began on the day
mankind was born. It went through the tortuous painful
process of man’s denial and in the end returns to man
himself.”'* This is the concrete expression of the histor-
ical formula, ‘“human—nonhuman—human,” often
referred to by humanists. Instead of considering human
history production development history and social
development history, he views it as the history of the
alienation and restoration of man, which is an idealistic
historic conception of history and typical of humanism.
Just imagine, can his related humanistic view of the
essence of literature be scientific?

Another reason we say his humanistic view of literature
is unscientific has to do with his proposition “Literature
is the study of man.” What this proposition says is that
literature takes human life and human character as the
objects of portrayal. It cannot and does not shed light on
the essence of literature. It does not explain the basic
laws of literary creation and literary development or the
many complex literary phenomena. This being the case,
how can his humanistic view of the essence of literature
derived therefrom be scientific? Similarly, it does not
explain the laws of literary creation, literary develop-
ment, and literary criticism. Only the Marxist theory
that literature is a special form of social ideology scien-
tifically reveals the essence of literature and explains a
string of important theoretical issues such as the social
status of literature, its function, and its laws of develop-
ment.

Given his view that humanism is the essence of litera-
ture, Liu Zaifu has wildly exaggerated the status and
function of humanism in literature, notably in the fol-
lowing two ways:

1. He proposes that a basic element of the drive to
transform modern art, literature, and science is to
replace “taking class struggle as the key link” with
socialist humanism. To be sure, after socialist transfor-
mation won its decisive victory in China and the
exploiting class was destroyed as a class, class struggle is
no longer the principal contradiction in Chinese society.
It is wrong to continue to “‘take class struggle as the key
link.” That theory should be replaced. But with what?
Since the Third Plenary Session of the 11th CPC Central
Committee, the entire party and the whole nation have
shifted the focus of their work under the leadership of
the CPC Central Committee and gradually formulated
and perfected a basic line of one center, two basic points.
This is the basic line that has been guiding China’s
socialist modernization. In effect, the CPC Central Com-
mittee has replaced the idea of ““taking class struggle as
the key link” with the party basic line. However, the
party’s basic line also tells us that, although class struggle
is no longer the principal contradiction in Chinese
society, it will continue to a certain extent for a long time
to come, especially in the realm of ideology. What Liu
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Zaifu is suggesting is different from that of the party. He
wants to replace “taking class struggle as the key link”
with socialist humanism. This shows that for him
humanism is the “key link” and that he wants the
literary and artistic community to struggle to bring about
humanism. Clearly, this is wrong. Even socialist
humanism cannot be considered the key link that guides
the entire picture, because socialist humanism is only
part of our ethical principles and moral code. It cannot
be put in the place of the “key link.” This is all the more
so for bourgeois liberalization, which is what Liu Zaifu is
actually preaching, not socialist humanism, as we
explained above. Furthermore, by 1985 the CPC Central
Committee’s basic line (also referred to at the time as the
line in effect since the Third Plenary Session of the 11th
CPC Central Committee) had struck root in the hearts of
the people; the idea of “‘taking class struggle as the key
link” had been replaced. But Liu Zaifu was still harping
on the notion of “taking class struggle as the key link.”
What was he really trying to replace? The party’s basic
line? The idea that class struggle will continue to exist in
China for some time to come to a certain extent? One
cannot but be suspicious.

2. He suggests that our literature today should “hold high
the sacred banner of humanism”™ without hesitation. In
effect, he has made humanism the guiding thought,
development direction, and objective of struggle for our
literature. Clearly, this is wrong. Our literature today,
our socialist literature, seeks to serve the people and
socialism. To serve the people and socialism is the
direction of our literature. Marxism-Leninism-Mao
Zedong Thought is the guiding thought for our literature.
Demonstrating socialism and patriotism is the keynote
of our literature. Thus our literature today can only hold
high the banner of Marxism-Leninism-Mao Zedong
Thought, the banner of patriotism and socialism.
Humanism, even socialist humanism, is neither the
guiding thought nor the development direction for our
literature. How can it be the banner for our literature
today? If we let humanism be the banner that guides the
development of our literature, then what direction will it
take?

In pointing out Liu Zaifu’s error in regarding humanism
as the essence of literature and the key link and banner
for modern literature, we are not repudiating all
humanism in literature. There is indeed a close relation-
ship between humanism and literature. Historically,
literature of the Enlightenment, literature of critical
realism, and others used humanism as an ideological
weapon to analyze and evaluate life, to portray charac-
ters, to criticize theocratic rule and feudal autocracy, to
expose capitalist evils, and to pursue personal liberation.
There have been many great writers and outstanding
works, along with major historical limitations, of course.
It is not that our socialist society today does not want
humanism or care about humanity, human feelings,
freedom, or democracy. On the contrary, socialist
humanism, whose basis is an economy dominated by
ownership by the whole people and collective ownership
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and whose ideological cornerstone is the Marxist world
outlook and conception of history, has critically inher-
ited the good elements in past humanism and refined
them. It differs essentially from bourgeois humanism
and is a higher order of humanism. Only a socialist
society can achieve the many fine ideals that cannot be
realized under an exploitative system, such as the most
wide-ranging freedom, equality for the masses, the free
and full development of man, and the liberation of
mankind; or create the conditions and pave the way for
their realxzatlon. To carry out socialist humanism, we
must combat the remnants of feudalism, misguided
behavior that violates humanity, and all evil phe-
nomena, and overcome the indifference to the masses
who are not being given enough attention, respect,
sympathy, and protection. Since socialist humanistic
interpersonal relations as well as a struggle to bring about
socialist humanism exist in real life, it should be properly
portrayed and have a place in our literary works. Well-
written works have an artistic power that is overwhelm-
ingly moving and may even become immortal master-
pieces to be passed on from generation to generation.
However, socialist humanism is only a part of socialist
social life and socialist thinking, and it occupies a
relatively low and basic level in the socialist moral order.
Only communist morality is the highest order of
morality that meets the demand of our time. Even
socialist humanism, therefore, cannot be the ma_instfeam
of our literary creation or the banner of our literature.

I

Several years ago, Liu Zaifu propagated humanistic
thinking and the humanistic view of literature. That is
no isolated phenomenon. We should see that in the
world today ‘humanism” is the imperialists’ weapon of
choice. Although they oppress and exploit the working
people every day, brutally interfere in the internal affairs
of other countries everywhere, practice cultural infiltra-
tion and peaceful evolution against socialist nations in a
thousand and one ways, plot to overthrow socialist
regimes, and are involved in the most inhuman deals,
they yet have the nerve to vilify socialism as inhuman
and unfree and attack us for violating human rights and
being inhuman. Opportunists within the international
communist movement, including democratic socialists,
always use humanism and preach that the interests of all
mankind transcend everything else. They try 1o use
humanism to “supplement” Marxism and drum up
support for so-called welfare socialism and democratic
humanistic socialism in an attempt to: transform
socialism into something acceptable to the bourgeoisie.
All viewpoints and practices that contradict their own
brand of socialism are dismissed as undemocratic,
inhuman, and dictatorial. This is the grossest distortion
and slandering of socialism. Humanism is also resorted
to by the “best and brightest among us™ who are engaged
in bourgeois liberalization. They claim that “man is the
starting point for Marxism” and enthusiastically mouth
such humanistic slogans as ‘“man is the purpose,”
“human value,” “the loss of human nature,” and the
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“restoration of human nature.” They preach humanism
in philosophy, aesthetics, education, and other academic
disciplines; promote an abstract theory of human nature
and humanism; and propagate the total alienation of
socialism, so on, and so forth. They are all targeting
Marxist theory and the socialist system.

If we reflect on'Liu Zaifu’s propagation of humanism in
literature and his humanistic view of literature in the
context of the wave of antisocialist thinking stirred up by
international imperialism, opportunism, as well as
people within China engaged in bourgeois liberalization
by exploiting humanism, we can see that there is a good
deal of similarity between Liu Zaifu’s humanistic
thinking and the latter group’s viewpoints. For all prac-
tical purposes, he has joined this antisocialist chorus
consciously or not. The consequences are clearly dan-
gerous. If the humanism he preaches becomes reality,
then Chinese literature will lose its correct guiding
thought and deviate from the direction of serving the
people and socialism. In so doing, it will undergo a
qualitative change. No longer will Chinese literature
educate the people with socialist thought; instead, it will
corrode the masses with all sorts of wrong ideas. It will
become the hotbed for the growth and proliferation of
bourgeois liberalization thought and nurture mass media
to encourage social turmoil, ultimately jeopardizing the
masses and the cause of socialism. This is no alarmist
talk. The fact of the matter is that we have begun to see
some of these dire consequences. In response to Liu
Zaifu’s and others’ call for human nature and humanism,
some literary works a few years ago described the revo-
lutionary war as inhuman, distorted the history of
struggle between the CPC and the KMT [Kuomintang],
portrayed the poor peasant revenger as brutal as the
landlords’ restitution corps, embellished the exploiters,
defamed the working people, and preached individu-
alism. These works have bred a good deal of ideological
confusion among their readers.

The debate between China’s literary and artistic theoret-
ical workers and Liu Zaifu has gone on for several years.
It has achieved something in that it has laid bare his
serious theoretical errors and their danger. As the anti-
bourgeois liberalization struggle intensifies, the ideolog-
ical front has taken a favorable turn. However, the fact
that the debate has not come to an end fully points up the
long-term and arduous nature of the struggle against
bourge01s humanism, something Liu Zaifu appreciates.
He is dug in for a long battle. Addressing the “Sympo-
sium on a Decade of Literature in the New Era in
China,” he said, “Although literature of the new era has
consciously called for human feelings, human nature,
and humanism, it is still a herculean task to make the
concept of humanism widely accepted. To this day, the
humanistic view of literature is still often misinterpreted
and even attacked. I expect the conflict between socialist
humanism and the theory of ‘taking class struggle as the
key link’ to be the most fundamental cultural conflict in
this century, one that may continue into the next
century.”'> Listen! How determined he is!' He is fully
prepared. How then can we lower our guard?
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It should be pointed out that the on-going struggle is not
one between socialist humanism and the theory of
“taking class struggle as the key link,” as Liu Zaifu
claims, because this clash no longer exists. The real
struggle is one between bourgeois humanism and
Marxism over the theory of class struggle in the field of
ideology. What Liu Zaifu does is oppose limited class
struggle under socialism and oppose our using class
struggle to observe, analyze, and resolve literary and
artistic issues in the guise of opposing ‘“taking class
struggle as the key link.” This struggle “may continue
into the next century,” Liu Zaifu said. Not so, it will
certainly continue into the next century. We must
remain clear-headed, raise our understanding of the
meaning of struggle, and be prepared for a long battle
with bourgeois humanism, one of the cornerstones of
bourgeois liberalization, until total victory.

25 October 1990
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Trend To Criticize Mao Zedong Attacked

91CMO0315A4 Beijing WENYI LILUN YU PIPING
[THEORY AND CRITICISM OF LITERATURE AND
ARTS] in Chinese No 1, 24 Jan 91 pp 56-59

[Article by Mou Guosheng (3664 0948 0524), dated 31
October 1990; Li Xiaogang (2621 1420 0474), respon-
sible editor: “Reflections on ‘Criticize Mao Zedong
Phenomenon’]

[Text] A few years ago, some people lashed out in speech
and in writing on the argument that criticism also
includes ‘“no destruction, no construction” and *“destroy
first and destroy as you construct.” Typical are articles in
some books and magazines critical of Comrade Mao
Zedong and Mao Zedong Thought that have appeared in
the past two or three years. This too is a so-calied
“phenomenon” and as such cannot but give us much
food for thought.

The targets of these criticisms are only too obvious: Mao
Zedong Thought (including his thought on art and liter-
ature), China’s new democratic revolution and socialist
revolution, the literary and artistic direction of serving
the people and serving socialism, all the way to Comrade
Mao Zedong himself. These articles argue that Marxism,
ridden with flaws to begin with, was further “feudalized”
as it made its way to China. What Mao Zedong and
others did was nothing more than select from Marxism
tenets useful to themselves, such as “seizure of power”
and “‘armed revolution.” Some articles even malign the
CPC-led new democratic revolution as the product of
Mao Zedong’s vindictiveness, claiming that the rebellion
in the mode of a peasant uprising was totally irrational.
For their own satisfaction, the writers repudiate every-
thing and denounce everything, their sole criterion and
value standard being their own personal likes and dis-
likes. They say Mao Zedong took advantage of the old
Chinese penchant for “factionalism.”” According to these
writers, Mao Zedong told the people who their enemy
was and who their friend was, claiming that this was the
most important issue in revolution. They claim that Mao
Zedong’s class analysis only resembles Marxism but is
essentially “feudal underground gangsterism.” More-
over, they contend that, like puppets, hundreds of mil-
lions of people simply became Mao Zedong’s external-
ized image. In their collective idiocy, the Chinese
allowed themselves to be fooled by this sheer monkey-
like character. The revolution neither did away with Ah
Q nor got rid of Old Master Zhao. The writers also
suggest that what we are practicing is feudalism. We
started out by ruling the people with feudalism, gradu-
ating to the all-out opposition to capitalism and individ-
ualism using feudalism under the banner of socialism
before finally restoring the feudal tradition completely.
The CPC-led revolution, in their opinion, has inter-
rupted the development of capitalism in China, leaving
behind the problems of the peasant revolution. The
cultural enlightenment of the bourgeoisie has been sev-
ered by the movement to save the nation from extinc-
tion, resulting in 60 years of pain and suffering from
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1919 to 1979. To them, literature and art are neither an
essential part of the superstructure nor an ideology, but
the expression of nonrational spirit and feelings. There-
fore, we should separate literature and art from politics,
removing them far from politics and restoring their
“independent™ aesthetic nature. Therefore, we should
fully endorse spiritual nobility; there are too few, not too
many, spiritual nobles in society today. Therefore, it is
wrong for writers and artists to learn from workers,
peasants, and soldiers, to delve deeply into life, or to
transform their ideology. Therefore, our literary and
artistic direction of serving workers, peasants, and sol-
diers, serving the people, and serving socialism actually
“aims to stir up political struggle and serves pragmatic
purposes,” which makes our direction problematic.
Therefore, we must reassess Mao Zedong’s artistic and
literary thought. Thus, Mao Zedong’s literary and
artistic thought becomes something of a “god,” a new
spiritual ideology, the sword of Damocles, five knives,
high-handed vulgar socialism. It represents a bureau-
cracy-centered view of literature, a bureaucracy-centered
ideology. “Although literary creation in recent years has
long cleared the iron bars of the Talks [at the Yanan
Forum on Literature and Art] and entered a realm of
greater freedom and firmer ground, in fact Talks is not a
mere paper tiger lying in the wilderness of history, its last
shreds of dignity being torn away by the hurricane of the
times, as some objectivists claim.” “That we reassess
Talks does not mean that the tradition it represents will
disappear or has disappeared. On the contrary, it only
reminds us that we are still in the shadow of tradition or
are still being threatened by it. And this shadow or threat
takes a form that is hard to see, which often makes us less
vigilant than we should be.”

Tightening the noose at every level, consolidating at
every step, closing in from every side, and finally waging
a war of annihilation. The criticisms are amazingly
broad in scope and their emotions are shockingly
intense.

These articles of criticism have the following character-
istics:

First, their starting point is supposedly “academic,” but
they discuss major political issues.

For instance, some writings talk about the history of
thought. Reviewing the evolution of modern Chinese
thought, some writers claim that the merging and inter-
mingling of three things—the desire for “motive force,”
willpower of “self-importance,” and the rationality of
being familiar with things present*“—was what first gave
rise to the philosophical world outlook of young Mao
Zedong, with its heroism and romanticism. The infiltra-
tion of populism, romanticism, and pragmatism seemed
to be the most noteworthy characteristic of the early
dissemination and development of Marxism in China.

In another example, some articles that are concerned
with the history of modern literary discussion declare it
their aim to search for the aesthetic nature of literature
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and art, only to end up dismissing the core of Mao
Zedong Thought on literature and art in one sentence:
That it stubbornly insists that literature and art belong in
politics, in other words, it stresses the pragmatic political
function of literature and art one-sidedly, ignoring the
fact that literature and art are essentially aesthetic. This
view leads them to conclude categorically that Mao
Zedong Thought on literature and art is a “Catch 22.”
Somewhere along its path of development, modern lit-
erary discussion “got lost.”

Even when they take direct aim at Comrade Mao
Zedong, some articles still use the figleaf of an “‘aca-
demic topic” and claim to be studying what they call a
historical, cultural, psychological, linguistic, political,
economic, military, literary, philosophical, physiolog-
ical, or ethnological phenomenon... In the course of
“studying” these phenomena, they portray Comrade
Mao Zedong as a person who hated and was jealous of
his father, as the most typical Chinese-style revenger as
well as one who 1s schizophrenic, draws only on his own
personal experiences, is self-boyi [0590 1704 masochis-
tic?], self-destructive mental patient, even likening him
to Hitler.

Second, they establish a priori an abstract framework,
definition, or theme and then make the object of their
criticism fit into it.

Writings on the history of thought take “enlightenment”
as their central idea, which they define as a universal,
permanent, class-transcending independent spiritual and
psychological entity. Then they proceed to use this fuzzy
concept, now robbed of its qualitative regularity, to
propagate the political, economic, and cultural view-
points of the bourgeoisie, at the same time using it as a
standard to evaluate the major events in modern Chi-
nese history and representative thought. That is how
they come up with the idea of “the national salvation
movement overpowering the enlightenment.” The CPC-
led new democratic revolution, which was armed with
Marxism-Leninism and Mao Zedong Thought, was
simply and one-sidedly summed up as the ‘“national
salvation movement,” distorting the thoroughly and
irreconcilably anti-imperialist and, antifeudal nature of
the Chinese revolution. Appealing to the enlightenment
theory that embodies the bourgeois views on democracy,
freedom, politics, and values, they argue that modern
China had one “peasant war” too many and has missed
out on a “baptism” in capitalism, thereby rejecting the
historical inevitability of China taking the socialist road.
They preach that contemporary socialist China should
go all the way back to the May 4th Movement and go
through another enlightenment.

As for criticisms that purport to talk about the history of
modern literary discussion, they seek to ‘“‘revaluate”
Mao Zedong thought on literature and art in the name of
discussing the academic characteristics of literature and
art. Ignoring the glorious achievements of China’s pro-
letarian literary ad artistic strategy, they take a contemp-
tuous attitude toward the vast numbers of revolutionary
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artistic and literary workers who participate in actual
struggle to create beauty and remove ugliness as well as
eulogize beauty and reject ugliness through literary and
artistic forms: toward the integration of the professional
literary and artistic corps with the part-time literary and
artistic contingent of workers, peasants, and soldiers;
toward the integration of revolutionary romanticism
with revolutionary realism, and toward the that the
revolution in literary, artistic, and aesthetic theory is at
the same time a revolution in literary, artistic, and
aesthetic methods.

Third, almost all of these writings propagate so-called
new methods by distorting historical materialism, par-
ticularly by opposing the class analysis and class struggle.

A long passage in the piece most vehemently critical of
Comrade Mao Zedong zeros in on his thesis on the
fundamental differences between historical materialism
and historical idealism. Other similar writings and arti-
cles also reserve their harshest criticism for this brilliant

thesis. Their intention is clear, namely to banish the.

historical objective fact of class struggle beyond the
development of history and conceal the clue detected by
the people using Marxism-Leninism that could unlock
the mystery of history, thereby returning them to confu-
sion and ignorance. In the eyes of the writers of these
articles, therefore, the struggle of the slave class against
slave-owners, the struggle of the peasantry against the
landlord class, and the struggle by the masses led by the
proletariat, were all totally irrational, senseless actions,
without any progressive meaning. The only exception is
the bourgeois revolution. These articles never mention
the brutality of the bourgeois revolution, the enclosure
movement, in which sheep were given precedence over
man, or the vicious crimes of colonists who bought and
sold black slaves, let alone the fact that after capitalism
had developed into imperialism, the bourgeois reaction-
aries used gunboats, opium, religion, and capital to
commit aggression against, poison, cheat, and exploit the
peoples of weak nations. Had the writers had the courage
to face up to these historical facts, the real nature of their
viewpoints and methods would be exposed for all the
world to see.

Some articles cannot be more explicit. Broadly speaking,
new literary criticism can be divided into two branches,
namely the subject school and the ontology school. While
the two groups take different routes, they are closely
related. Don’t be fooled by their seeming serenity as if
they were immersed in the tranquility of a study. In fact,
they have reached the realm of methods, concepts, and
subjects and are locked in a deep-level contest with
once-popular literary theory. In other words, they are
scrutinizing Mao Zedong Thought on literature and art
from every angle on an academic level. Among all the
articles criticizing Comrade Mao Zedong, perhaps
nothing uses bourgeois methods more thoroughly than
modern psychology and comparative cultural studies.
Using these two methods, they psychoanalyze Mao
Zedong and trace everything he did in his revolutionary
struggles to the fights he had with his father as a youth.
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They come up with such things as the “sadistic person-
ality,” “Oedipus complex,” “psychological prototype,”
and ““attachment to the womb.” They suggest that young
Mao Zedong’s days in Beijing sowed the seeds of humil-
iation and “gave rise to a tyrannical political personal-
ity.” They decide that the *“‘main tendency in Mao
Zedong’s cultural personality was to hate and be jealous
of his father, while worshiping him deep down.” They
attribute his hatred for imperialism and his distike for
intellectuals to his “inferiority complex.” Page after page
of utter nonsense... it just gets too painful to read. The
writers claim to use the “resonance effect in cultural
personality to observe their object of discussion.” The
fact of the matter is that they are gauging the heart of a
gentleman with their own mean measure.

Fourth, all these critics have utmost contempt for the
Chinese working people, particularly peasants, but talk
about capitalism in glowing terms with boundless
respect.

Mao Zedong had high praise for peasants and workers in
Talks. “even though their hands are black and there is
cow dung on their feet.” This sentence has become the
prime target of the critics in recent years. Article after
article has ridiculed Chairman Mao Zedong’s feelings
and attitudes toward the working people. They extend
this to mean that when intellectuals with a high con-
sciousness learn from the working people, they are
identifying with the feudalism and backwardness of
peasants ‘'who have not been thoroughly transformed
spiritually. They criticize Comrade Mao Zedong’s ideas
about the people and chastise his “believing in the
masses, relying on the masses, and mobilizing the
masses” as so-called “populism.” They criticize the
worker-peasant-soldier direction in literature and art
proposed by Mao Zedong and his internationalism—
liberating all mankind and supporting the peoples of
Asia, Africa, and Latin American in their revolutionary
struggles. On the other hand, they admire Westerners
from the bottom of their hearts: the English with their
gentlemanly bearing, the French with their romantic air,
the Germans with their arrogance and self-confidence,
and the Americans with their carefree ways and sense of
humor. The Chinese, in contrast, are a withdrawn,
self-effacing, and miserable-looking lot. Other people
have blue eyes, blue culture, blue oceans. These writers
love the West so much they even like its dogs and they
are not afraid of being perceived as such. They criticize
Comrade Mao Zedong for being befuddled about the
concept of imperialism. To them, the notion that “impe-
rialism and all reactionaries are paper tigers” is mere
fantasy and megalomania. Chen Duxiu [7115 3747
4423] believed in historical determinism but retained
elements of humanism and democracy. Not Mao
Zedong, who went so far as to “successfully destroy” the
enlightenment, individualism, and liberalism. This
earned him the bitter hatred of the critics, who advocate
“borrowing Western things for Chinese use,” that is,
wholesale Westernization. Everything is to be imported
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from the West—material production, spiritual produc-
tion, methods of production, ways of life, even political
and cultural theories and value systems.

What should be our attitude toward working people,
particularly peasants, who make up the bulk of the
Chinese people? Where does their future lie? The best
and the brightest among us today do not condescend to
deal with issues like these. They set their sights on the
middle class instead, hoping that it will grow and become
strong enough to finally lead China onto the road to
capitalism. Perhaps herein lies the heart of this kind of
criticism.

Fifth, this kind of criticism also has its special style of
writing.

The current crop of articles of criticism share a simi-
larity: they are all glib, cynical, and calculated to please
the masses with claptrap.

Instead of proceeding from objective reality and
exploring and examining issues matter-of-factly, they
seize on a single isolated point that appeals to their
subjective feelings and ignore everything else. Some go
further by slandering and maligning their targets unscru-
pulously, practicing idealist deduction in the guise of
psychology and comparative culturalism.

6

Foreign dogmas are in vogue and there is a “new
terminology” bombardment. Let them make their case
in their own words. “In an instant, Western humanities
and natural science of the 20th century tumble down like
a flood. There is an explosion of new vocabulary, new
terminology, which nobody really understands. And
when all the smoke and dust has settled, traditional
buildings on hereditary land will have begun to collapse
even though no lofty edifices have arisen. The vanguard
is full of the spirit of sacrifice. This is because their
mission is not to build themselves up but to disrupt and
shake up the established order in the academic commu-
nity so that people will question and feel contempt for
traditional authority.” The vanguard, it may be said, has
done a spectacular job in fulfilling its mission. At one
point the voice of Marxism and Mao Zedong became so
feeble that it was almost inaudible and the “‘opinion-
shaping” forums were almost all lost. The military flags
of the critics could be seen all over China. They should
be awarded a medal by people of insight in the West.

Echoing each other, clapping, cheering. Among the thick
ranks of critics, not only can we find the vanguard
bombing indiscriminately but also “young Turks” laying
siege, giving chase, and intercepting. And then there are
academic authorities, experienced and astute, acting as
their brain-trusters to provide ammunition. If there are
still people out there who do not understand how the
attack echelon is constituted, all they have to do is take
a look at the critical articles of recent years. Their
arguments, viewpoints, and methods are cut from the
same cloth. They differ only in level, intensity, and
language. Some are acerbic, some bitter, some malicious,
some biting. Not content with their offense on one front,

POLITICAL 15

that is, attacking with the written word, they also pay
much attention to another front, namely, attacking in
speech through so-called “academic reports” aimed at
directly inciting young students. They exploit the stu-
dents’ desire to learn, their love for novelty, and their
confused value system to instill bourgeois thinking in
them. They indulge in mutual flattery, praising one
another to absurd heights. Lavish compliments on the
best and brightest, in particular, have become downright
sickening.

The aim of this brief description of the “criticize Mao
Zedong phenomenon” is to make us reflect on the issues
in earnest and learn some lessons.

How to appraise and approach Mao Zedong Thought,
including his thought on literature and art, is a major
issue that will help determine where China is headed in
the future and help shape socialist artistic and literary
development in China. On these issues, our standpoint
must be firm and our position unequivocal. On literary
and artistic matters, we must remain steadfast to the
leadership of Mao Zedong Thought on literature and art.
There can be no wavering at all from this principle.

Papers Presented at Mao Zedong Thought Forum

91CM02594 Chengdu MAO ZEDONG SIXIANG
YANJIU [STUDIES IN MAO ZEDONG THOUGHT]
in Chinese No 4, 1990, pp 163-164, 160

[“List of Monographs and Papers From the ‘Forum on
Mao Zedong Thought and Theory,” sponsored by
Sichuan Provincial Academy of Social Sciences in
August 1990; compiled by Zhang Guoxin (1728 0978
2450)]

[Text] Monographs

Study of Mao Zedong’s Strategic Thought—Mao Zedong
Thought Research Institute, Sichuan Academy of Social
Sciences

Mao Zedong and China’s Philosophical Traditions—Bi
Jianheng [3968 0494 2897], Sichuan Academy of Social
Sciences

A Decade of Studying the “Selected Works of Mao
Zedong” (Volumes 1 and 2)—Mao Zedong Thought
Research Institute, Sichuan Academy of Social Sciences,
Yang Chao [2799 6389], editor in chief, Sichuan Provin-
cial Party Committee, CPC

Papers

Important Developments in Mao Zedong’s Army-
Building Theory Since China’s Founding—Zhang Jiayu
[1728 1367 5940], Academy of Military Science

The Mass Line Is Our Party’s Basic Line for Work and
the Guiding Method for Science—An Exposition of
Studies on Mao Zedong Regarding the Mass Line—Peng
Xueshi [1756 1331 6108], Central Party School, CPC
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Important Developments for Marxist Thought in Com-
rade Mao Zedong’s “Regarding the Correct Handling of
Contradictions Among the People”—Zhao Chuyun [6392
2806 5366], Beijing Acupuncture and Moxibustion Bone
Injury Institute; and Xu Yinglin [1776 2019 7792],
Beijing Institute of Chinese Medicine

How To Understand Mao Zedong's Integration of
Marxism With Chinese Culture—Chen Jin [7115 2516],
Document Room, CPC Central Committee

Reflections and Thoughts on the 1952 Proposal for
Socialist Thought Transformation—Huang Jingfang
[7806 2529 5364], Manchurian Normal University, and
Wang Jing [3769 2533], Changchun Institute of Geology

Historical Errors and Philosophical Ponderings—Fan
Ruiping [2868 3843 1627] and Yang Xinli [2799 0207
44091, Shandong University

Choices and Development Trends on China’s Socialist
Road—Xu Qingpu [6079 1987 2613], Shandong Normal
University

Major Contradictions and Major Contradictory Aspects
of the Water System Tradition Versus Other Systems—
Lin Xiangdong [2651 0686 2639], Shenyang Institute of
Chemistry

Choice in Mao Zedong’s Theories on Investigative
Research and China’s Socialist Road—Jin Bangqiu
[6855 6721 4428], Fudan University

Methods of Operation and Mao Zedong’s Socialist Prac-
tice—Qian Hongming [6929 1347 7686], Shanghai
Academy of Social Sciences

Comparison of and Ponderings on the Socialist Education
Movement and the Cultural Revolution—Wu Zongming
[0702 1350 2494], Party School, Shanghai Textile
Bureau

Historical Position of Mao Zedong’s Plan for Founding
the Country—Lu Jianjie [7120 0494 2638], Social Sci-
ence Coalition of Nanjing

Dialectical Relationship between New Democratic
Society and Socialist Society—Yang Fuxin [2799 4395
2450}, Yangzhou Normal Institute, Jiangsu

Mao Zedong’s Theories on China’s Socialist Transforma-
tion and Industrialization—Chen Xianchang [7115 6343
2490], Changsha National Defense College of Science
and Technology; and Tian He [3944 4421], Hunan
Normal University

Several Problems in Establishing Mao Zedong’s Method-
ology—Cang Nan [3318 0589], Xiangtan University

Mao Zedong on Conditions for Realizing the Party’s
Leadership and Party-Masses Relations in the Socialist
Period—Tang Bingren [0781 4426 0088], Party School,
Hunan Provincial CPC Committee
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Implementing the “‘Double Hundred” [Let a Hundred
Flowers Blosssom and a Hundred Schools of Thought
Contend] Policy Is the Key To Correctly Handling Polit-
ical and Scholarly/Artistic Relations—Tang Zhennan
[0781 2182 0589], Editorial Department, MAO
ZEDONG SIXIANG LUNTAN [MAO ZEDONG
THOUGHT TRIBUNE]

Preliminary Analysis of the Value and Significance of
Mao Zedong’s Theory and Practice of “Technological
Revolution”—Xia Yuansheng [1115 6678 3932], Edito-
rial Department, MAO ZEDONG SIXIANG LUNTAN
[MAO ZEDONG THOUGHT TRIBUNE]

Preliminary Look at Mao Zedong’s Thinking on Bitter
Struggle in the Early Period of China’s Founding—Shi
Shaolong [4258 1421 7893], Grain Bureau, Shaoyang
City, Hunan

Deng Xiaoping’s New Age Military Affairs and Economic
Dialectics—Liang Ping [2733 1627] and Deng Zhugen
[6772 4554 2704], Nanchang Army Institute

Mastering the Use of Marxist Philosophy, That Great
Tool of Understanding—A Brief Look at the Philosphical
Role of Haozhou’s Social and Economic Development—
Wang Huaizhong [3769 2037 1813], Haozhou Com-
mittee, Anhui

The Continuation and Development of Mao Zedong
Thought by the Third Generation of Collective Leadership
in the CPC—Ye Qiping [0673 2601 1627] and Hao
Fengnian [6787 7685 1628], Party School, Yanan Pre-
fectural CPC Committee

Distortions and Progress in Socialist Society’s Self-
Negation—Zhang Jiangming [1728 3068 2494], Guang-
dong Social Science Coalition

Preliminary Look at New Developments in Contempo-
rary Marxism-Mao Zedong Thought—Yue Ming [1471
2494], North China Electric Power Institute

Establishing a Theory of Socialism With Chinese Char-
acteristics—New Developments in Mao Zedong Thought
in the Age of Socialist Modernization and Opening to the
Outside World—Gong Yi[7895 0001], Huanglong Beach
Power Plant, Shiyan City, Hubei

An In-Depth Study of Mao Zedong’s Thought on Recon-
ciling Conflicts of Interest—Yan Guanliang [2518 0385
0081], Lecturers Group, Xiangfan City Committee,
Hubei

A Sketch of Comrade Mao Zedong's Thoughts on Mor-
als—Liu Junzhong [0491 0193 1813], Business Manage-
ment Cadre School, Gansu

Hold Fast to Mao Zedong’s Philosophical Methodology—
A Rereading of '"On Sustained Warfare”—Kang Hua-
iyuan [1660 2037 6678], Jinchang City Party School,
Gansu
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Exposition of Mao Zedong'’s Democratic Thought—Xiao
Dongbo [5135 2639 3134], Inner Mongolian Industry
Institute

Zhou Enlai on Socialist Equality—Liu Jisheng [0491
3444 3932], Zhelimu Institute of Animal Husbandry,
Inner Mongolia

Ellipsis Theory—Thoughts on a Stable Philosophy—Liu
Shucheng [0491 2885 2052], Hangjin Houqi Leap For-
ward Township Government, Inner Mongolia

Earnestly Study and Implement Socialist Theories With
Chinese Characteristics—Fang Weigang [2455 4850
0474], Zunyi Institute of Medicine

Leading Policy Decisions and the Mass Line—Lu Jin-
sheng [7120 6855 5116], Yunnan Business Management
Cadre Institute

Practical Principles Rearding Earnestly Summing Up
Experience, Correctly Understanding and Upholding
Theory—Qian Minghui [6929 2494 6540], Yunnan
Normal University; and Liu Ligiong [0491 7787 8825],
Kunming Campus, Jiangong Institute

Certain of Mao Zedong's Thoughts on Developing Agri-
culture—Zheng Qing [6774 7230], Sichuan Social Sci-
ence Coalition

Deng Xiaoping’s Inheritence and Development of Mao
Zedong’s Thoughts on Independence and Self-
Initiative—Wang Tingke [3769 1656 4430], Sichuan
University

The Correct Handling of Contradictions Among the
People and Stable Social Development—Qi Ping [7871
1627], Provincial-Level Organization Party School,
Sichuan Provincial CPC Committee

Mao Zedong’s Thoughts on Anti-Corruption Before and
After China’s Founding—Xu Xuechu [1776 1331 0443],
Party History Room, Sichuan Provincial CPC Com-
mittee

Statement of Mao Zedong'’s Thoughts on the Commodity
Economy—Wen Yinghua [2429 5391 5478)], Chengdu
Party School; and Xia Yuxuan [I115 3558 3551],
Sichuan Academy of Social Sciences

Opening to the Outside World Is Adhering to and Devel-
oping Mao Zedong Thought—Yan Dingyun [6768 1353
0061], Chengdu Party School

Adhering to and Developing Mao Zedong Thought on the
Issue of Intellectuals—New Theoretical Contributions of
Comrade Jiang Zemin’s “‘Speech on the May 4th Move-
ment”—Hu Qirui {5170 0796 6904], Leshan Normal
Institute, Sichuan

New Developments in Mao Zedong’s Theory of Succes-
sors—Li Zhengwen [2621 2973 2429], Chongqing
Second Party School, CPC
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Exposition of Deng Xiaoping'’s Thoughts on Establishing
Military Schools—Yang Jianli [2799 1696 4539], Third
Military Medical University

Mao Zedong's Philosophical Thinking and the Modern-
ization of National Defense—Liu Xianfu [0491 6343
3940] and Li Jiang [2621 3068], Chengdu Military
Region

The Vitality of Mao Zedong Thoughts on Literature and
Art—The Scientific and Steadfast Nature of His Theo-
ries—Tan Luofei [6223 3157 7236), Sichuan Academy
of Social Sciences

Basic Points Regarding Deng Xiaoping’s Thinking on
Building Socialist Regimes—Du Gan [6757 3227],
Sichuan Academy of Social Sciences

We Must Earnestly Sum Up the Historical Experience of
Productivity Since China’s Founding—Zhou Zhenhua
[0719 2182 5478], Sichuan Academy of Social Sciences

Several Theoretical Problems Regarding the Correct Han-
dling of Contradictions Among the People—Wang
Wencheng [3769 2429 2110], Sichuan Academy of
Social Sciences

The Lessons of Mao Zedong's Idea on the Primacy of
Human Factors for China’s Modernization of Manage-
ment—Zhang Zerong [1728 3419 2837], Sichuan
Academy of Social Sciences

Discussion of Several Problems with “Support the Poor”
and the Economic Development of County-Level Impov-
erished Mountainous Areas—Feng Yongkuan [7458
3057 1401}, Gulin County Party Committee, Sichuan

Using Mao Zedong Thought To Dissect “Wholesale
Westernization”—Chen Deshu [7115 1795 6615},
Sichuan Academy of Social Sciences

Peace, Development, and “‘Peaceful Evolution”—Li
Shenglu [2621 5116 4389], Sichuan Academy of Social
Sciences

Significance of Mao Zedong’s Opposition to “Peacefil
Evolution”’—Jiang Zhong [1203 1813] and Dong
Zhongqi [5516 0112 0366], Sichuan Academy of Social
Sciences

Historical Choices and the Active Role of Those Who
Make Them—IJiang Zhong [1203 1813], Sichuan
Academy of Social Sciences

Profound Revelations and Valuable Legacies—Review of
Mao Zedong's 'Outline of Class Struggle”—Liu Tianjun
[0491 1131 0193], Leshan Normal Institute, Sichuan;
and Hu Xueju [5170 1331 5282], Sichuan Academy of
Social Sciences

On the Application and Development of Mao Zedong’s
Theory of the Masses in the New Age—Pang Hongyu
[1690 4767 1342], Sichuan Academy of Social Sciences
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Theoretical Value and . Practical Limitations of the
“Simultaneous Development” Policy—Zeng Min [2582
2404], Sichuan Academy of Social Sciences

Mao Zedong’s Socialist Views—Lu Hongdong [6424
4767 2639], Sichuan University

Formative Thoughts Behind Mao Zedong's Socialist
Industrialization—Xu Yazhang [1776 7161 4545] and
Xin Dongsheng [6580 2639 3932], Siyang Finance
Bureau, Jiangsu Province

Changes Urged in People’s Congress System

91P30126A Nanjing JIANGHAI XUEKAN [JIANGHAI
ACADEMIC JOURNAL] in Chinese No 1, 10 Jan 91
pp 54-58

[Article by Shen Chunzhong (3088 4783 0022). “A
Summary of Theoretical Research in Perfecting the
People’s Congress System”]

[Summary] How, under the leadership of the CPC, to
persist in and perfect the People’s Congress system and
how to better utilize and develop the impact of the
People’s Congress is the subject of this article, which is
based on “constructive and diverse opinions and sugges-
tions” of many people who work in the People’s Con-
gress and of many other theoreticians as well.

The Basic Problem in Perfecting the People’s Congress
System Lies in Strengthening and Improving Party
Leadership Over the People’s Congress

It is commonly acknowledged that the multiparty coop-
eration system under the leadership of the CPC and the
People’s Congress system were created by our experi-
ences in revolutionary struggle and in the process of
socialist construction. They are choices made by history
as well. The unique Chinese historical background pre-
determined the right and the importance of the CPC to
rule the People’s Congress. The party’s ruling position is
realized through its leadership over state organs which in
turn must willingly accept the party’s leadership.

While guaranteeing the leadership of the party, the form
of the state and the functions of the state administrative
organs must be taken seriously. The public must be
allowed to decide its own affairs. Yet, at present, the
form, laws and regulations, and the functions of the state
are being neglected while those of the party’ are given
prominence. State affairs are interfered with and
neglected.

In order to better reflect the public will and the party’s
proposals, the public has made the following construc-
tive suggestions on how to improve the skills, methods,
and procedures used by the party to lead the People’s
Congress. The party must refrain from directly making
decisions for the People’s Congress and also from man-
aging state affairs as it has in the past. Instead, the party’s
proposals on state affairs should be realized through
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mandated legal procedures and state organs. While guar-
anteeing the party’s leadership over the People’s Con-
gress, the party must attach great importance to and
utilize the form of the state, and must allow state organs
of political power to take full responsibility for their
functions.

The party must do more research in the policies and
principles of important People’s Congress decisions to
enhance its guiding role in the People’s Congress.

The party should smooth out the relationship of the
People’s Congress with the state, the Supreme People’s
Court, and the Supreme People’s Procuratorate by
respecting and supporting the legal authority of these
organizations; and it should be a mediator between these
organizations as well.

To help build a lively People’s Congress staff that is truly
suited to the functions of the People’s Congress, the
party should select and recommend a certain number of
very experienced elder comrades, as well as a great
number of young, bright, and professional comrades.
The public also points out that it is based on the party’s
recommendations that the People’s Congress and its
Standing Committee appoint and dismiss candidates for
state organs; therefore, it is important for the party to be
democratic and to follow the people’s wishes in its
process of examination and selection of candidates.
Some of the candidates recommended by the party were
not elected in local elections, while other candidates not
recommended by the party were elected because the
party failed to be democratic and failed to solicit public
opinion when making recommendations. Furthermore,
the public feels that the party should educate and guide
all party organizations and its members “to function
within the boundaries set by the Constitution and the
law.”

Correctly Understand the Nature of the People’s
Congress System

The People’s Congress system suits the formation of the
Chinese socialist class and the political power of the
Chinese people. In comparison to the Western system of
tripartite division of power, the People’s Congress
system is a superior democratic system. Although it
needs further development, it is still socialist in nature.

It is imperative for the People’s Congress to further
construct and develop the People’s Congress system, if it
wants to have a real role in building socialist democratic
politics in China. If the People’s Congress is unable to
guarantee the people their right to decide for themselves,
much less can be expected from other democratic chan-
nels.

From a legal point of view, the ability of the People’s
Congress system to affect other organs of the state is
limited by its inadequate supervisory mechanisms,
inability to supervise, and inadequate deliberation and
legislative procedures. Furthermore, the discrepancy in
the ability of and the number of the People’s Congress
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delegates to participate and interpret government and
political affairs coupled with a lack of conscious desire
by the public to participate in government affairs also
restricts the effectiveness of the People’s Congress work.
The effective way to counter this problem at this stage is
to establish the authority of the People’s Congress as
prescribed by the Constitution, allowing the People’s
Congress to represent the public in exercising its right to
manage state affairs.

Strengthen the Supervisory Functions and Legislative
Work of the People’s Congress

Effective and systematic supervision of the state organs
by the People’s Congress is made difficult by the absence
in some cases of a clear constitutional stipulation on the
content, scope, procedures, and management of People’s
Congress supervision work. Furthermore, the People’s
Congress supervision work is aggravated by a lack of
opportunities for the People’s Congress deputies and the
People’s Congress Standing Committee members to par-
ticipate in state and political affairs. These delegates and
members base their investigations concerning supervi-
sion work on the work reports of the State Council, the
two state judicial organs, and the work reports of the
Standing Committee. Consequently, it is hard for them
to perform in-depth supervisory work. To counter these
problems, more precise stipulations in the above-
mentioned areas must be stated, and thus institutional-
ized and standard People’s Congress supervision work
gradually formed. The meetings of the People’s Congress
and its Standing Committee should be organized to
allow the delegates and the members to play their appro-
priate roles, and increased channels of participation in
state and political affairs should be created for them as
well.

It is felt that the People’s Congress should especially
strengthen its supervision work in the following areas:
Implementation of the Constitution and the law, exam-
ination of standard documents, hearing public and state
organ appeals on acts in violation of the Constitution,
and examination, approval, and changes in the state
budget.

The legislative work of the People’s Congress has always
been a weak area. The formation and the content of local
legislation are being heatedly debated by the public and
the various local government offices. Now is the time for
the People’s Congress to come up with the kind of role it
may want to play in the formation of local legislation.

Raise the Quality of the People’s Congress
Organizational Structure

The development of the People’s Congress and its
Standing Committee has fallen behind the ever-
increasing responsibilities they bear. There are three
major problems which impede the People’s Congress
and the Standing Committee from fulfilling their respon-
sibilities. First, the poor quality of the members and the
inadequate and irrational organizational structures
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remain serious problems. To counter this, it is recom-
mended that the full-time members of the Standing
Committee account for more than half of its entire
membership, and that every year, the part-time members
be obligated to spend at least two months, stipulated by
law, on People’s Congress work. The members of the
Standing Committee should include some experienced
cadres; however, it must also recruit a certain number of
professionals. The People’s Congress should set up advi-
sory and information organs and pay special attention to
the building of legislative, supervision, and information
organizations.

The second problem is the concern that the local chair-
men’s committee of the Standing Committee is
becoming an organ of power, contrary to the develop-
ment of the People’s Congress. Some people feel over-
reliance on the chairmen’s committee may cause it to
“take over the Standing Committee, and lead to the
concentration of power in the hands of a few people.”
Some comrades say that, according to local organiza-
tional law, the chairmen’s committee is supposed to
handle important daily work of the Standing Committee
and make suggestions, and it is not supposed to have the
power to make decisions or to become “a first-grade
organ of power.” To counter this problem it is suggested
that the chairmen’s committee be prevented from over-
stepping its authority. On the other hand, some com-
rades suggest that, under the precondition of not contra-
vening the law, and only under the authorization of the
Standing Committee, the chairmen’s committee may be
allowed to expand its function and responsibilities in
response to the needs of the People’s Congress.

The third problem is the inability of the township
People’s Congress to exercise its authority when the
People’s Congress is in recess. In recent years, many
townships have designated a chairman of the standing
committee of the presidium and other specialist posi-
tions. People in these positions have made positive
contributions to building close relationships between the
people and the state and party, to promoting the devel-
opment of democracy at the grassroots level, and to
building grassroots political power. However, the lack of
a clearly defined legal position and the lack of a coherent
description of responsibilities for the township People’s
Congress have made it difficult for them to carry out
work when the People’s Congress is not in session. The
public, therefore, suggests that it is of prime importance
that work regulations for the township People’s Congress
and its presidium be drawn up and the legal status and
responsibilities of the presidium be clarified. It is also
suggested that the township People’s Congress set up a
permanent organization to handle important work in a
timely manner during People’s Congress recess and to be
more effective in its supervision of state organs.

Guarantee the People’s Congress Deputies the Right To
Be the Masters of Their Own Affaris

In order for the People’s Congress deputies to play their
roles more effectively, mechanisms must be established
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to guarantee the deputies of the People’s Congress the removal process need to be further revised, and electors
right to exercise their various legally endowed rights. The or electing units must be allowed to remove unqualified
election system, the supervision system, and delegate delegates.
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Conference Addresses Developing Production

91CE0344A Taiyuan JINGJI WENTI [ECONOMIC
PROBLEMS] in Chinese No 1, 25 Jan 91 pp 8-12

[Article by Tang Changli (0781 2490 7812) and Xu
Huirong (1776 1979 2837): “General Trends of Thought
on the Development of China’s Productive Forces in the
1990’'s—A Summary of the Fifth Annual Conference on
the Economics of Chinese Productive Forces™]

[Text] The last 10 years of the 20th century are a critical
time for the economic development of China. It is
therefore necessary to consider comprehensively how to
develop China’s social productive forces during these
years, necessary to straighten out our train of thoughts,
to gain a clear understanding of China’s national condi-
tion, so as to make the smooth achievement of our grand
objectives possible. At the Fifth Annual Conference on
the Economics of Chinese Productive Forces, held at
Changsha in the early days of November of 1990, the
primary subject of discussion was to outline in bold
strokes some thoughts on the development of China’s
productive forces during the 1990’s.

1. History and Present State of China’s Productive
Forces

The present conference examined comprehensively the
possible development of China’s productive forces in the
coming 10 years and presented a set of strategic choices
and policies. The conference also discussed the develop-
mental history of human social productive forces and the
present state of productive forces in the world and in
China, and reached agreement that in human history,
productive forces have developed in the following three
stages:

First stage: From primitive society to the first industrial
revolution. Agriculture was then in dominant position,
labor was of the physical and manual type, using hand
tools. Some call this stage the stage of agricultural
society, others call it the stage of ancient productive
forces—the stage of manual productive forces, or the
stage of agriculture, animal husbandry, and handicraft
industries, or the stage of natural economy, others again
call it the stage of the first generation of productive
forces.

Second stage: From the first industrial revolution to the
60’s of this century, with machine-operating industry in
dominant position. Some call this stage the stage of the
industrial society, others call it the stage of modern
productive forces—the stage of machine-operating pro-
ductive forces, or the stage of structurally integrated
agriculture, heavy industry, and light industry, or the
stage of machine-operating economy, or the stage of the
second generation of productive forces.

The third stage: A stage dominated by new technologies,
with intellectual labor in a dominant position. Starting
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in the 1970s, a few developed countries began their
advance into this stage. Some call it the stage of a
knowledge-accentuated society, others call it the stage of
modern productive forces—the stage of information-
accentuated productive forces, or of new production
groupings, or of a knowledge-accentuated economy, or
the stage of the third generation of productive forces.

China’s productive forces are presently more or less at
the second stage of the developmental history, i.e. at the
stage of industrialization, and this requires that we
conduct a detailed explanation of this stage. According
to historical analysis and the historical experiences of
developed countries, we may divide the process of
accomplishing industrialization, or the whole process of
the second stage, into three phases, with regard to
product value or the number of people engaged in the
two major material production sectors, the agricultural
and the industrial sectors:

First, the preparatory phase of industrialization. Begin-
ning with the emergence of machine-operating industries
up to the time that industrial output value exceeds
agricultural output value, and ending with the time that
the proportion of industrial manpower comes close to
that of agricultural manpower.

Second, the phase of industrialization, starting from the
end of the preparatory phase of industrialization up to
the time when industrial output value exceeds by a large
margin total agricultural output value, when the propor-
tion of industrial manpower is much larger than that of
agricultural manpower, so that, as a consequence, a
production structure has been built up in which industry
dominates, and ending with the main manpower com-
ponent having become predominantly (to over 50 per-
cent) well educated.

Third, the post-industrialization phase, starting from the
end of the previous phase and beginning with the emer-
gence of a knowledge-accentuated, machine-operating
system up to the time when the proportion of output
value and manpower of the tertiary industries exceeds by
a substantial margin the output value of the secondary
industries. In this phase, the entire production structure
begins to shift from a predominantly industry-
accentuated type to a predominantly service-accentuated
type, especially with the information industries
becoming a special force within the tertiary industries
until they split off to become the quaternary industry.

To be able to truly evolve a comprehensive train of
thought on the development of productive forces, it
would be by far insufficient to merely understand the
developmental history of the productive forces, because
it is equally essential to have a clear understanding of the
present state of China’s productive forces. On the
present state of China’s productive forces, the viewpoint
that prevails among theorists and men in decision-
making positions is that they are “of low standards, of
diverse quality at different levels, and in a state of overall
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imbalance.” On the whole, this is a correct assessment,
but it needs further detailed analysis.

China’s productive forces in their present state, first of
all, are of a dual structure. In all key elements of China’s
productive forces, China’s setup of production, its tech-
nological structure, and its regional structure, we always
find advanced and backward factors existing side by
side, and manifestations of such conditions are very
much in evidence. On the one hand, we have an array of
the world’s most advanced technologies, such as laser,
spaceflight, nucleonics and electronics, but also the most
backward and primitive practices involving manual
labor, such as ox-drawn carts, loads carried by mules,
and slash-and-burn cultivation, so that one can really
say, poetically, “the iron hoe and the satellite fly side by
side, the weeding hoe and the laser gleaming bright by
bright.” In concrete terms, the situation manifests itself
in: 1) labor force, on the foundation of a dual structure,
a predominance of physical labor; 2) tools, a mixed
pattern in which hand tools predominate, but together
with machinery; 3) energy sources, an energy system
which is “quantitatively insufficient, of low quality stan-
dards, at its ultimate consumption level consisting pre-
dominantly of primary energy sources, with a relatively
low ratio of electric energy”; 4) communications and
transportation, a dual system of traditional methods
existing together with modern systems; 5) production
structure, although a production structure has already
been established that provides opportunity to suitably
update and upgrade China’s productive forces, opportu-
nities and developmental levels are not ample, it still
remains in a “preparatory phase of industrialization™; 6)
technological structure, it is a dual structure in which
manual techniques predominate, but coexisting with
some modern machine technologies, there are large
internal disparities, and the qualitative levels are rather
low; 7) Regional structure, as far as the quality of
productive forces is concerned, the distribution is a
gradient one between the three large economic zones, but
between the two poles of east and west it is still a “dual
structure in the preparatory stage.”

Second, China’s productive forces still have a distinctly
transitional character, namely of a transition from a
well-advanced state of hand-held ironware productive
forces to an incipient state of machine-operating produc-
tive forces. Because of differences in the times of initia-
tions and in the intensity of application, there are
differences in shades manifested in the various sectors of
the productive forces. In the most intense and earliest
instances of transition, handicraft industry has devel-
oped and blossomed forth into modern industry. There,
they have already passed the stage of steam engine
productive forces and advanced into an elevated state of
electrical-equipment productive forces. Next are the
communication and transportation industries; they have
already reached the end of the steam engine productive
forces, and in some sectors moved on to the electrical
and internal combustion stage. The transition is slowest
and most lacking in depth in agriculture, especially in
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animal husbandry, most of which still stagnates in the
manual production phase. These productive forces,
which have developed to extremely different degrees and
with great disparities between them, which are also
unequally distributed among different sectors and dif-
ferent regions, have brought it about that China has
reached a “system of productive forces of a dual struc-
ture with strong contrasts and at a low level of perfor-
mance.”

Because of the uneven state of China’s productive forces,
there are places where disparities are much larger than in
other countries of the world, but also places where China
comes close to conditions in other countries of the world.
For instance, in China’s three grades of industries, the
primary industries account for 60 percent, which is
about the level of the developed countries in the seven-
ties of the 19th century. In the output value structure of
the three sectors of production, industry accounts for 70
percent, which is about the level of the developed
countries in the seventies of this century. In the compo-
nent parts of industry, the machine-building industry
accounted for 36 percent, the metallurgical industry for
7.2 percent, the foodstuffs industry for 7.5 percent of the
total 1984 output value of China’s industry; these are
figures that come close to those of the developed coun-
tries.

II. Acute Problems in the Development of China’s
Productive Forces

Smooth development of productive forces depends, on
the one hand, on the qualitative improvement of various
key elements within the productive forces and their
being rationally structured, and, on the other hand, on an
improvement of the external environment. In both these
respects there exist many problems in China, and the
major problems are as follows:

A. Rapid Fluctuations

Since the founding of New China, its productive forces
have developed at a very rapid pace. From 1952 to 1988,
the country’s GNP progressively increased at the rate of
7.1 percent per year, and the country’s revenue progres-
sively increased at the rate of 6.9 percent per year.
According to data in the World Bank’s *“‘Report on
World Developments During 1988,” the rates at which
average per capita gross national product values
increased during the period from 1965 to 1986 were: 5.1
percent in China, 3.1 percent in countries with low
national income, 2.6 percent in countries with medium
national income, 2.8 percent in countries with medium
to higher national income, and 2.3 percent in countries
with market-regulated industrial economies. This shows
that China’s economic growth rate was among the fastest
in the world. At the same time, China has also had the
largest fluctuations in its economic growth. During the
36 years from 1953 to 1988, the growth rates of total
social output value were: in three years excessively rapid
(20 percent), in 17 years rapid (10 percent), in seven
years medium (5 percent), in five years slow (5 percent),
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and in four years negative. If we would merely examine
industry during this period, the fluctuations would be
even larger. The annual growth rate of total industrial
output value was over 30 percent during five years, over
20 percent also in five years, over 10 percent in 12 years,
over 5 percent in seven years, below 5 percent in three
years, and negative in four years. In 1985 the growth rate
was as high as 54.8 percent, in 1961 it was -35.6 percent,
so that the disparity between highest point and lowest
point was 90.4 percentage points. Someone compared
China’s economic fluctuations with those in other large
countries and found average fluctuation percentages to
be: 22.09 percent in China, 9.9 percent in India, 8.73
percent in Japan, 7.53 percent in Great Britain, 7.46 in
West Germany, 6.63 percent in the United States, 6.15
percent in France, and 5.15 percent in the Soviet Union.
The above-stated facts reveal that the average fluctua-
tions in China’s economic development were by far
much higher than in other large countries.

B. Declining Efficiency

China’s rapid economic growth had mainly been brought
about by high accumulations and large investments of
material, finance, and manpower. This has led to a
decline in economic efficiency, concentratedly mani-
festing itself in the slow-down of productivity. During
the 36 years from 1953 to 1988, seven years had shown
negative growth in nationwide social productivity, with a
decline of 38.1 percent in 1961. Low productivity led to
low economic efficiency, and an expansion of the inci-
dence of losses. During the five years from 1984 to 1988,
total output value of industry increased every year at the
rate of double-digit figures. However, with respect to
efficiency, we see that throughout the country, profitable
industrial enterprises with independent accounting sys-
tems declined year after year:

In 1984, the extent of unprofitability was 10.7 percent,
with losses amounting to 3,424 million yuan; in 1985,
the extent was 10.8 percent, with losses amounting to
4,052 million yuan; in 1986, the extent was 13.1 percent,
with losses amounting to 7,242 million yuan; in 1987,
the extent was 14.1 percent, with losses amounting to
8,468 million yuan; in 1988, the extent was 38.1 percent,
with losses amounting to 11,600 million yuan; in 1989,
the industrial growth rate declined to 8.54 percent, but
the amount of losses incurred reached 18,019 million
yuan.

C. Technological Backwardness

Fundamental cause for low productivity and low eco-
nomic efficiency is technological backwardness. Apart
from some highly sophisticated technologies in the mil-
itary field that come up to advanced world standards,
China’s technologies are on the average 10 to 20 years
behind advanced international standards:

1) Labor is: 62.58 percent of the physical type, 36.55
percent labor expended in cultural affairs, 0.87 percent
labor of scientific and technological type. 2) Operations

ECONOMIC 23

are: 40.9 percent manual, 37.6 percent semi-
mechanized, 20.1 percent machine operations, 1.4 per-
cent automatic operations. 3) Of all industrial equip-
ment: 38.9 percent had been manufactured in the 1980’s,
43 percent had been manufactured in the 1970%s, 11.2
percent had been manufactured in the 1960’s, 6.2 per-
cent had been manufactured in the 1950’s, and as much
as 0.8 percent of the equipment had been manufactured
in the early years of the PRC, while automatic or
semi-automatic production lines accounted for 2.5 per-
cent. 4) In 1988, average energy consumption per worker
was 1.7 tons of standard coal; in this amount, the average
consumption of electric power per worker was 1,003
kwh. 5) Railways, the main communications and trans-
portation medium, are mostly of the steam engine era. 6)
The setup of production is still in the stage of prepara-
tory industrialization.

China’s scientific and technological backwardness shows
up, first of all, in the small proportion of workers of the
scientific and technological type, which is still below |
percent. In the United States and in Canada, the ratio is
over 30 percent, in Japan 14 percent, and even in
developing countries like Mexico, Singapore, etc. it is
much higher than in China.

The level of material consumption is also an important
indicator of the technological level, and in this respect
China is also far behind some medium and developed
countries. For every $100 of net industrial product
value, China consumes 2.7 times more electricity than
Canada, 3.7 times more than South Korea, 4.3 times
more than Italy, 5.4 times more than Japan, 7.3 times
more than the FRG, and 7.7 times more than Great
Britain.

Technological backwardness manifests itself concentrat-
edly in the technological equipment. According to the
1985 investigation of the World Bank, only 20 percent of
China’s equipment meets international standards of the
1960’s and 1970’s, and 20 to 25 percent is outdated but
still being used, while 55 to 60 percent is obsolete and
needs to be replaced. The standard of technical equip-
ment presently used in China’s coal, electric power,
transportation, information, and raw material industries
is about 30 years behind international standards. Only
0.71 percent of the textile industry, which is China’s
mainstay industry, has technical equipment that is up to
international standards, according to a 1987 survey of
1,600 large-and medium-sized enterprises. In the steel-
making industry, developed countries generally employ
electric furnaces and revolving furnaces, while China’s
furnaces are predominantly open-hearth furnaces. The
continuous steel casting technique of the advanced stan-
dards of the 1980’s is now widely used abroad, but there
is still none of it at all in China.

I11. Strategy and Future Measures To Promote
Development of the Productive Forces

Comrades who attended the conference presented the
following ideas on strategy and future measures to pro-
mote China’s productive forces in the 1990’s:




24 ECONOMIC

A. Theory on Appropriate Growth and Measures To
Achieve It

There are two large categories of economic growth, one is
a speed-oriented type, i.e., a growth induced by increased
investments and an acceleration of production develop-
ment; and the other is a structure-oriented type, i.e., an
economic growth induced by the improvement of the
technological structure, product mix, and production
structure. The speed-oriented and the structure-oriented
types exist side by side, and there is a great variety of
forms to combine the two, the best combination being
“high-speed economic growth with structural optimiza-
tion.” The worst way would be “high-speed economic
growth with structural deterioration.” Next best is “eco-
nomic growth at the appropriate pace with structural
optimization,” which would be our correct choice.

According to China’s 40 years of experiences in con-
struction, an economic growth of less than 5 percent
would be offset by population growth and would not
raise the living standards of the people. Growth of over
10 percent could not be sustained by the country’s
financial and material resources, would lead to over-
heating of the economy, currency inflation, and would be
forced down again. We should, therefore, choose an
economic growth rate of between 5 and 10 percent for
China; a growth rate of from 6 to 7 percent would be an
appropriate growth rate.

B. General Plan for “Prosperity Through Science and
Technology™

During the last few years, quite a number of regions have
proposed plans for “prosperity through science and
technology” and “achieving a flourishing market
through science and technology.” The present confer-
ence has emphasized reliance on scientific and techno-
logical progress to promote the development of produc-
tive forces, and on this basis the conference set forth a
strategy for “‘prosperity through science and technol-
ogy.” The following points have been presented in sup-
port of this strategy:

1. From a science and technology viewpoint, China’s
level of science and technology is, generally speaking,
about 20 years behind that of the developed countries,
but there are some sectors of technology, such as space-
flight, superconductivity, atomic energy, etc. where
China has drawn close to or even attained the level of
advanced international standards. As to the domestic
side of the situation, the disparities between regions and
between industries are larger than in other countries. In
newly arising industrial sectors, most modern technolo-
gies are being employed, while technologies in tradi-
tional industries, particularly in agriculture, are
extremely backward. Backwardness and large disparities
in technologies are fundamentally the present state pre-
vailing in China’s scientific and technological fields. Just
as water at a high elevation has a certain potential that
will impel its flow into the lower elevation, the field of
high technology has a certain potential which will impel
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high technology to flow to the regions of low technology.
China’s technology is backward compared with the tech-
nology of the developed countries, but domestically the
situation is quite uneven, and there does exist a large
technological potential. If internationally and domesti-
cally available new technologies are spread into the
regions of low technology, this potential force could very
quickly promote the further development of productive
forces.

2. As to the state of resources, the volume of China’s
natural resources is very large, but the per capita utiliza-
tion is comparatively limited, if not very small. The
shortage of financial resources is even more acute. Apart
from an abundance of manpower resources, other
resources are not abundantly available. In many key
elements of production, China is not in a favorable
position, in some even in an unfavorable position. A
more reliable key element for economic development is
science and technology. With a firm command of science
and technology, all unfavorable forces can be overcome,
and favorable elements can be brought into play. First of
all, science and technology can supplement shortages in
natural resources. For instance, advanced technology
could increase yield per unit area, which would amount
to an expansion of the area of arable land, or the
application of economizing technologies could help
overcome the deficiency of energy sources.

3. As to the international environment, small territories
may rely on external forces to stimulate an economic
uplift, but in the case of a large country, there has never
been an instance that mere reliance on external forces
could produce an economic uplift. If a large country
strives to achieve its economic uplift, it must, therefore,
rely on its very own efforts; it must rely on scientific and
technological progress.

4. Analyzing the achievable benefits, implementing the
plan for prosperity through science and technology could
indeed raise all-round benefits, comprising economic
benefits, environmental benefits, and social benefits.

Starting out from the general idea of achieving pros-
perity through science and technology, the participants
at the conference also pointed out ways to proceed, such
as to institute a Chinese-style green revolution, an econ-
omy-oriented system of productive forces, a higher effi-
ciency of the structure of our productive forces, and
employment of technologically capable men to play a
vanguard role, etc.

C. Opening Up to the Outside World To Be All-
Encompassing

Productive forces are developed in either an “opened-
up” pattern or a “closed-off” pattern. The closed-off
pattern refers to a system in which alterations and
movements in the productive forces structure are pre-
dominantly induced by the developments and accumu-
lations in the key elements of the productive forces
themselves within the system (the state, the local
regions), which will then, as a consequence, bring about
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a change in the developmental growth rate. This is a
gradually advancing type of development. The opened-
up pattern refers to a system in which the alterations and
movements in the productive forces structure are not
due merely to developments and accumulations of the
key elements of the productive forces themselves within
the system, but are, more importantly, induced by key
elements of productive forces from outside the system,
which will then result in a new adjustment of the original
productive forces structure and upgrade the productive
forces structure to a higher level, and will then, as a
consequence, develop the productive forces at high
speed. This is a rather abrupt type of movement. The
opening-up practiced by China must advance from the
sectional, experimental, and superficial type of the
1980’s to an all-encompassing, deep-going opening up of
the 1990’s. To have an all-encompassing, deep-going
opening-up stimulate the development of China’s pro-
ductive forces is a historically conditioned choice and a
turning point for the better for China.

The so-called all-encompassing opening up refers to
opening up to all the countries and territories of the
world, especially toward neighboring countries and ter-
ritories. The fundamental idea of it is that China in the
1990°s shall initiate three large opening-up zones: the
Asia-Pacific opening-up zone, the Asia-Europe opening-
up zone, and the Southwest opening-up zones:

1. The Asia-Pacific opening-up zone. This zone would
open up China’s northeastern and southeastern seaboard
provinces toward the eastern and western shores of the
Pacific Ocean. Its significance would be to draw support
from advanced productive forces of the Pacific zone for
the development of the productive forces in the north-
eastern provinces, seaboard provinces, and the central
plains of China. The Asia-Pacific zone shall comprise the
following five economically integrated zones: the Zhu-
jiang economic zone, the Changjiang economic zone, the
Gulf of Bohai economic zone, the economic zone of the
two Taiwan Strait shores, and the economic zone of the
Liaodong Peninsula and its shores.

2. The Asia-Europe opening-up zone. This zone shall
open up China’s northern and western provinces toward
the Soviet Union and toward Eastern Europe, Western
Europe, and Northern Europe. Its significance would be
to draw support from advanced productive forces in
Europe and in the Soviet Union to develop the produc-
tive forces in China’s northern and western regions. The
Asia-Europe opening-up zone shall comprise the fol-
lowing five economically integrated zones: (a) the
Islamic economic zone, with Urumqi as center, and
comprising Karamai, Yining, and Hami, directed
toward the Islamic countries, also Europe, and the Soviet
Union. (b) The Xi-Lan-Xi economic zone, to be com-
posed of the Xining-Lanzhou-Xian area along the
railway line coming from Europe. (c) The Hetao [River
Bend] economic zone, to be composed of the Yinchuan-
Baotou-Huhhot area along the Great Bend of the Hua-
nghe River. (d) The Hulunbuir economic zone, with
Hailar as center and comprising the Manzhouli and
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Yougqi area. (e) The Three River economic zone, com-
posed of the area along the Heilongjiang [Amur}], Wusul-
ijiang [Usuri], and Songhuajiang [Sungari] Rivers.

3. The Southwest Asia opening-up zone. This zone will
open up China’s southwestern border provinces with the
various southwestern countries, drawing support from
Bhutan and Bangladesh and utilizing the Bay of Bengal
to serve as an international passageway, also opening up
the Lancang River and the Mekong River to interna-
tional navigation. This region comprises the following
three large economically integrated zones: (a) The South
Tibetan zone with Lhasa as center and comprising the
various cities and counties of South Tibet. (b) The
Lancang-Nujiang River economic zone with Xishuang-
banna as “faucet” and comprising the cities and counties
and the border regions along the Lancang River and the
cities and counties along the Nujiang River. (c) The
Beibu Gulf [Gulf of Tonkin] economic zone, which
comprises the area of Hainan Island, of the Leizhou
Peninsula, and South Guangxi Province.

D. The Strategy of All-Round Development

Some comrades at the conference proposed a strategy of
all-round development. Facing the peculiarities and
trends in the development of the world’s productive
forces and aiming at the present state of development of
the productive forces, the development of China’s pro-
ductive forces in the 1990’s may consider the following
strategic choices: 1) simultaneous development of
industry and agriculture; 2) simultaneous development
of the basic branches of production and consumer goods
industries; 3) revolutionary changes in the traditional
production technologies simultaneously with the devel-
opment of production of highly sophisticated new tech-
nologies; 4) simultaneous concern for industrial devel-
opment and for protection of the environment; 5)
simultaneous development of domestic employment and
the export of labor services; 6) simultaneous buildup of
large-scale conglomerates and development of small-
scale enterprises; 7) simultaneous development of the
domestic market and opening up of the international
market; 8) simultaneous practicing import substitution
and export substitution in the opening up to the outside
world.

E. Reform To Motivate Strategy

Development of productive forces depends on an excel-
lent social environment; we must institute reforms,
straighten out the economic order, and improve the
economic environment, in order to promote the devel-
opment of productive forces. According to this train of
thought, the conference proposed a plan that would have
“adjustments in prices, taxes, and wages linked together,
distribution and exchange relations straightened out.”

This theory believes that the weakness of the market,
stockpiling of products, and fund shortages of the enter-
prises are merely superficial contradictions showing up
in present economic life. The concealed real reasons are
the irrational product mix and the ineffectual operations
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of enterprises, and even more deep-rooted reasons are
the irrational distribution and exchange relations that
violate the law of value and the principle of material
interests, which has led to the fact that for years the
emphasis has always been on restructuring and raising
efficiency, but with very minimal actual results. Only by
straightening out distribution and exchange relations can
one get a grasp on the crux of economic problems and
provide the necessary excellent conditions for develop-
ment.

Because of the irrational state of the distribution and
exchange relations and their being intricately and in a
complex manner intertwined, it is necessary, when
straightening out the economic relations, that consider-
ation be given to the overall situation and that a reform
plan be worked out which will adjust prices, taxes, and
wages in linkage and will be an all-round coordination of
affairs.

1. Adjusting the price system, reforming the price-
forming mechanism. The first stage, from 1990 to 1992,
must primarily straighten out the prices for the means of
production, to provide a rational competitive environ-
ment for the enterprises. The second stage, from 1993 to
1995, must primarily straighten out prices for consumer
goods and abolish the in-kind goods distribution which
has the characteristics of rationing. The third stage, from
1996 to 1997, must primarily straighten out the price
relations between the domestic and the international
market, so that prices for the major means of production
come up close to prices on the international market,
must decontrol the market for means of production,
must abolish price subsidies for import or export prod-
ucts, and must have straightened out by 1997 the entire
price system as well as the price-forming mechanism.

2. Reform of the public finance and taxation systems.
Reform of the public finance and taxation systems shall
be conducted at the same time as the price reform. The
reform should aim at: (a) enhancing the capability for
macroeconomic adjustment and control, instituting dou-
ble-entry accounting; (b) replacing the system of local
contracting in taxation affairs by the system of separate
tax assessments, delineating financial rights and author-
ities as between central and local authorities; (c) insti-
tuting a standardized tax collection policy for enter-
prises.

3. Reform of the wage system. At the same time as prices
will be adjusted and subsidies by public finance for the
people’s livelihood will be abolished, the wage system
must correspondingly undergo reform. At present, the
key problems to be resotved are the great disparity in
incomes, in-kind material distributions, and subsidies
granted by public finance.
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Issues Faced in Economic Structural Adjustment

91CE0315A4 Beijing JINRONG SHIBAO in Chinese
24 Jan 91 p 2

[Article by He Jiangiang (6320 1696 1730): “Essay on
High-Efficiency Adjustment and the Systematic Adjust-
ment of China’s Economic Structure”]

[Text] The short- and medium-term emphasis on
China’s economic work is to further adjust the economic
structure and, by doing so efficiently, to change the
situation where the processing industry develops at an
excessive rate while basic work and infrastructure work
lag behind. This will rationalize economic relations,
transform industrial production from extensive to inten-
sive operations, preserve the momentum of the steady
rebound of national economic operations, facilitate the
improvement of economic efficiency, and move the
economy into a benign cycle.

Whether a benign economic cycle can be successfully
achieved, or more optimistically, whether it can be
achieved earlier, is critically dependent on the choice
between “high-efficiency” and “low-efficiency” adjust-
ment.

Current Adjustments of the Economic Structure—
Existing Problems and Their Causes

At present, the major problem plaguing the efficient
adjustment of the economic structure is that industrial
production has high inputs with low output. Sales of
industrial products are declining, and we have not
turned around the trend of continuing production
despite overstocking. According to statistics, in the first
half of last year the Industrial and Commercial Bank of
China increased loans by 36.2 billion [yuan], 28 billion
of which was for working capital. Compared with the
same period in previous years, the magnitude of lending
was the highest in history. Compared with the same
period in 1989, loans for working capital increased by 38
percent, output values of enterprises borrowing the
funds increased by 0.33 percent, and sales revenues
increased by 3.99 percent. Comparing these figures, the
increase in loans for working capital was 115.15 times
the increase in output values of borrowing enterprises,
and it was 9.52 times the increase in borrowing enter-
prises’ sales revenues. This reveals the serious problem
of high inputs versus low output and overstocking of
industrial processed goods. There are many factors
leading to this situation. In addition to the obvious
cause, the depressed market, there are other factors that
are not well-known to the public but that are highly
damaging. Some of the major factors are:

1) There is a serious problem with departmentalism.
Although local governments, departments, and enter-
prises understand that producing certain products is not
in line with state policies on adjusting the industrial
structure, they continue producing massive amounts so
as not to harm the interests of their own localities,
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departments,.and enterprises. As a result, surplus prod-
ucts pile up in the market, while scarce products become
even scarcer. 2) We lack a set of scientific and feasible
plans for the industrial and product structures. There is
not a single set of scientific, concrete, and feasible plans
for the industrial and product structures in China,
regardless of whether one is looking at the macroeco-
nomic or microeconomic level, at the central or local
governments, or at individual ministries or enterprises.
There are simply stipulations on which goods can or
cannot be produced, and no regulations on the specific
proportions or sequences for producing the goods. Thus,
production goes on and off with a rush, leading to serious
overstocking. 3) The actual implementation of state
industrial policies is not in line with the specific circum-
stances at various levels. In practice, there is a serious
problem with the mechanical and dogmatic implemen-
tation of state industrial policies. This not only has an
impact on the overall effectiveness of state industrial
policies, it also artificially creates many negative effects.
4) Local protectionism is gaining ground.

Some Practical Problems Requiring Attention When
Striving for “High-Efficiency Adjustment”

We should handle properly the protection or sacrifice of
the interests of the “big family” and the “small family.”
Since there is a large gap between various localities,
departments, and enterprises in terms of the level of
their production strength, industrial structures," fiscal
burdens, contradictions between supply and demand,
and resource distributions, new imbalances and irratio-
nalities would necessarily develop during the implemen-
tation of overall programs adjusting the economic struc-
ture. In reality, we must focus on two points in order to
change passive implementation into active and con-
scious implementation: 1) Various localities, depart-
ments, and enterprises should have an overall under-
standing of state policies on adjusting the economic
structure; have a clear idea of the long-, medium-, and
short-term emphases and difficult issues concerning
adjusting the state’s economic structure; and, based on
their specific circumstances, they should design develop-
ment programs and structural adjustment plans for their
own areas in order to reduce and avoid conflicts between
the parts and the whole. 2) All localities, departments,
and enterprises should examine their respective struc-
tural adjustment programs, make the attainment of
overall economic efficiency their goal, and modify and
add to their programs in a timely way.

Adjusting the product structure should be viewed as the
breakthrough point for adjusting the economic structure.
The systematic project of adjusting the economic struc-
ture consists mainly of adjusting the industrial, product,
and financial structures. The major problem at present is
that the adjustment of product structure faces great
difficulties, and progress is slow. This affects adjust-
ments of the financial and industrial structures. There-
fore, adjusting the product structure should be taken as
the breakthrough point in economic adjustment. In
practice, we should take three tough steps. First, we must
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screen and select a group of products to specially sup-
port; we should erect supportive measures and resolutely
protect production of these products. Second, we should
select and specially emphasize the production of a group
of products, and centralize available resources for their
development. Third, we should determine which prod-
ucts to eliminate and take firm action to resolutely
eliminate them. When taking these steps, we should
attend to several practical issues. We should change the
production pattern, moving from the old mass produc-
tion of a single product towards a trend of small-scale
production of various products with various specifica-
tions. Also, we should introduce high technology in order
to produce products with high added values. Developing
products with high added values is an important and
effective means for quickly improving enterprises’ eco-
nomic efficiency and increasing their competitive
capacity. Finally, the goods produced and the volume of
production should be commensurate with changes in the
consumption structure.

Focus on Linking and Coordinating Macroeconomic and
Microeconomic Regulation and Control

In practice, we should focus on two points concerning
linking and coordinating macroeconomic and microeco-
nomic regulation and control: 1. We should distinguish
between macroeconomic and microeconomic manage-
ment. In real economic life, governments and depart-
ments in charge should, under the state’s general guide-
lines and policies for adjusting the economic structure,
be good commanders and have relatively long-term
strategic plans and programs for their own industrial
distribution and adjustment of the economic structure.
Enterprises should identify their positions within the
macroeconomic framework, optimize their own advan-
tages, and work hard to achieve the targets and plans of
adjustment. 2. In selecting industries and products,
governments, departments in charge, and enterprises
should take care not to exaggerate their advantages. They
should implement state policies for adjusting the eco-
nomic structure in a practical and realistic manner, and
at the same time strive to optimize both the regional and
national structures.

The containment of “local protectionism” should be
enforced through several channels. In the long run, it is
imperative to establish a macroeconomic regulation and
control system that can both ensure the necessary cen-
tralization of the central government and facilitate struc-
tural optimization. In terms of economic relations
between the central and local governments, we should
gradually change from a fiscal responsibility method to a
system of tax separation. This will fundamentally solve
the problem of a blurring of central and local govern-
mental authority in fiscal matters, which has led to
fighting for financial resources. In this way, local govern-
ments will not recklessly implement “local protection-
ism” in an attempt to generate and retain more income
and use more resources. Moreover, great effort should be
made to organize regional common markets and facili-
tate the development of a unified national market.
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Establishing a unified market is a long-term, arduous
task. Because various localities are diverse, they have
different benefits. In order to make up for localities’
deficiencies and fully utilize their advantages, at this
stage we can only organize regional common markets.
Localities could, in contractual form, undertake cooper-
ative operations among themselves that are mutually
beneficial and complementary, and that protect their
respective rights and interests by exchanging commodi-
ties of equal value. Guided by stipulated market regula-
tions and coordinated planning and policies, relevant
localities could facilitate the regional movement and
rational distribution of resources and ensure the steady,
ordered development of local economies. Thus they
could gradually form a unified, developed national
market.

Economic Issues Confronting Enterprises

91CE0332A Taiyuan JINGJI WENTI [ECONOMIC
PROBLEMS] in Chinese No 12, 25 Dec 90 pp 21-24, 28

[Article by Guo Yuanxi (6753 0337 2522), Sichuan
Academy of Social Studies: “Exploring Reform—
Enterprises: “The Nucleus of China’s Economic System
Reform™]

[Excerpt] In over a year of improvement and rectifica-
tion since China suffered rather severe inflation in 1988,
the entire economic situation has changed greatly. For a
period of time, several comrades have looked into such
issues as the slippage in industrial production and the
market slump and have made many excellent sugges-
tions. But, I believe that a great many of the problems
that have arisen in China’s economic life are linked in
many ways with enterprises. Perhaps we could say that
they are more or less reflected in enterprises. So, both in
the slippage in industrial production and the market
slump, if we want to change the situation, we must look
to enterprises. In the past 12 years of reform, enterprises
have undergone great changes and now are headed in the
direction of producing and managing socialist commod-
ities. But, we must not lose sight of the fact that the
present state of Chinese enterprises is truly a long way
from what is required to develop a socialist planned
commodity. In general, Chinese enterprises still have
several problems. If these problems are not resolved, the
hidden danger of inflation still remains and a slippage in
industrial production and a market slump could occur,
meaning that the total national economy would be
unable to move into a good cycle. Even though we
already have conducted 12 years of reform and urban
reform from the outset was derived from enterprise
reform, we should keep in mind that at least the fol-
lowing ten problems still remain in Chinese enterprises.

1. The most serious difficulty that enterprises, especially
state-owned enterprises, have now is that there is essen-
tially no way for them to assume sole responsibility for
profits and losses. Beginning in 1987, after the vast
majority of enterprises throughout the nation ostensibly
implemented the contract responsibility system,
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although economic performance was further improved,
they still assumed profits but not losses. This caused the
total state economy to have to further tap its potential-
ities, and improved economic performance inevitably
encountered rather great difficulties. The survival of the
fittest among enterprises has given impetus to the growth
of the social economy and progressive universal laws.
But we now have no way to realize survival of the fittest
among enterprises. The ‘“‘iron ricebowl” in state-owned
enterprise staff employment especially makes it impos-
sible to close down enterprises with serious losses. Enter-
prise losses have increased dramatically, especially since
1986, placing an extremely heavy burden on the state
treasury. From 1979 to 1988, annual losses for state-
owned enterprises throughout the country (including
manufacture and delivery, commercial provision, farm
and forestry, urban public use, and building and con-
struction enterprises) increased from 11.035 billion yuan
to 55.071 billion yuan for an accumulated loss of 274.09
billion yuan (This is the enterprise loss figure, not the
treasury redemption figure.) In these ten years losses
have increased by 500 percent with an average annual
increase of 19.6 percent, much higher than the 3.2
percent average increases in state treasury income for the
same period. The ratio of enterprise losses to state
treasury income also rose 12.9 percentage points, from
9.6 percent in 1979 to 22.5 percent in 1988, thus
reducing the state treasury income by more than 30
billion yuan a year. Presently, approximately one-fifth of
enterprises throughout the nation are in long-term def-
icit, a great many of these are operational losses. This not
only increases balance of payment difficulties for trea-
suries at all levels, but also carries a harmful demonstra-
tion effect.

2. Enterprises, especially state-owned enterprises, suffer
restraints from the traditional system because for a long
time they have been stifled by supervision and lack the
necessary authority and flexibility to the point that after
the change from a simple highly concentrated planned
economy to a planned commodity economy, they inev-
itably face a series of difficulties. Some enterprises
cannot even adapt to the changing situation, and still
hope to rely on higher administrative departments for
the supply, production, and marketing essential to an
enterprise to the point that they always hope to yield
profits to the state at every level of government by
whatever means possible, and the mentality of waiting,
relying, and requesting still takes precedence, so that a
considerable group of enterprises cannot fully utilize
their own subjective initiative. At the same time, because
the state macroeconomic controls are not flexible, price
relations have not been orderly, circulation has been
chaotic, and especially in replacing the old system with
the new, a double system, as seen in the double pricing
system, actually exists in various areas, so that enter-
prises often do not know what course to take and are
powerless to effectively utilize their subjective initiative.
This results in quite a few enterprises still being very
dependent on the state. This is detrimental to enterprises
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further tapping their own potential, looking within, and
improving internal production and business manage-
ment.

3. The long-time past system of eating from the “big pot™
and the remaining difficulty in breaking the “iron rice-
bowl,” in addition to the excess of widespread enterprise
overstaffing, causes a very serious unemployment situa-
tion in enterprises. The make up of the work force
cannot be improved and factory managers’ authority to
penalize staff that are not working well and reward good
workers is limited. Because they must safeguard social
stability and unity, factory managers actually cannot
dismiss staff who are poor workers. Moreover, the rela-
tionship of factory manager, party committee, and labor
union certainly is not really smooth in quite a few
enterprises, causing wrangling and internal waste. More-
over, inherent systematic management defects especially
bring on a great many difficulties in modernizing enter-
prise management, causing rather great difficulty if they
want to further modernize.

4. Theoretically, the ownership of means of production
of state-owned enterprises in a socialist country belongs
to the state as representative of the whole people. But in
recent years we have not thoroughly resolved the issue of
who represents the state in exercising the right of own-
ership. Now some departments are representing the state
and some localities also are representing the state. This
not only causes state-owned enterprises often not to
know what course to take, but also causes several non-
state-owned enterprises often to be unclear as well con-
cerning to whom they are ultimately responsible, espe-
cially not to be at all clear on whether they are
responsible to the relevant higher echelon department or
to the finance department. Correspondingly, it also is
unclear by which government department the state is
responsible for enterprises, what they are responsible for,
and how they are responsible. This two-way confusion of
responsibility creates a number of difficulties. At the
same time, because eating from the “‘big pot™ still exists
in different degrees for enterprise assets, it also leads to
the remaining serious abuse of disregarding returns on
assets. Its concrete manifestation is lack of responsibility
for direction of investment, lack of responsibility for
possession and use of funds, and lack of responsibility
for safeguarding and increasing assets. Although we have
become aware of this situation since the widespread
implementation of the contract responsibility system in
state-owned enterprises, and have clearly regulated and
adopted necessary measures, a number of causes have
led to the tendency for enterprise activities to be short-
term, making some aspects of this type of problem even
more prevalent in some enterprises.

5. The relationship of economic returns between the
state and enterprises has not been fundamentally
ordered. The distribution of profits between the state
and state-owned enterprises is always limited by the
endless “one-on-one” bargaining negotiations, which are
quite unscientific and unstable, easily causing them to be
too high or too low, which is disadvantageous to both the

ECONOMIC 29

state and the enterprises. Especially in the inflation of
the last few years, this type of abuse has become more
and more serious. On the one hand, the phenomenon of
being over-demanding of those doing a good job has
become more and more serious. On the other hand,
although the monetary amount of state treasury income
has increased, the real amount has decreased.

6. The burden of Chinese enterprises is very heavy,
which also restricts the vitality of enterprises to a great
extent. The burden, especially of state-owned enter-
prises, is rarely seen in the world. According to incom-
plete statistics, the vast majority of state-owned enter-
prises after they have paid a 55 percent income tax, still
must pay at least the following four expenses: 1) They
must first pay 25 percent of profits retained to the energy
and transportation funds. 2) They must pay 15 percent
of depreciation recovered to the energy and transporta-
tion funds. 3) They must pay a 10 to 20 percent con-
struction tax on expansion and technological innovation
investments. 4) They must subscribe to a specified quota
of state treasury bonds and construction bonds. When
the elements above are deducted, the enterprises gener-
ally are actually only left with approximately 15 to 25
percent, and they still must take care of various types of
social expenses, actually leaving the enterprises with
very little profit. After they provide for the enterprise’s
collective welfare fund and the staff awards fund, most
enterprises’ circulating funds are depleted and they lack
even more in reinvestment potential. Thus, a consider-
able number of enterprises are unable to do the self-
transformation and self-development that they very
much want to do, due to lack of funds.

7. Because we do not have a very clear theory on the
characteristics and nature of capital retained by state-
owned enterprises, and there is no great policy distinc-
tion between investments formed from their own
retained funds and the returns they bring, and direct
state investments and the returns that they bring; the
upsurge in enthusiasm for an enterprise’s internal accu-
mulation quite often is determined by the party spirit
and foresight of enterprise leaders. Because the system
lacks realistic guarantees, a great number of enterprises
are not very enthusiastic about internal accumulations
and even still try to rely on the state as a source of funds
to develop enterprise production and transfer the por-
tion of their increased value that should be used for
accumulation to individual consumption. This also is an
important reason why consumption funds have become
inflated in recent years. This phenomenon inevitably
leads to short-term enterprise activity which does not
work toward thorough reform of the economic system
and does not help bring the total national economy into
a favorable cycle.

8. A great deal of blindness still exists regarding state-
owned enterprise development, so that no leadership of
optimal performance can be taken in the macro-
industrial structure as it should. This includes macroeco-
nomic control of enterprises and problems in the enter-
prises’ investment systems. Especially the “investment
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starvation” and consumption fund inflation which the
abnormal clambering to pursue short, level, and speedy
projects produces makes enterprise self-restraints, gov-
ernment restraints, and legal restraints not very effec-
tive, and it often is difficult to properly use limited
enterprise funds to meet the key demands of macro-
industrial development.

9. Chinese state-owned enterprises now actually still
have over 30 percent of their productive capacity idle.
This is an extremely serious problem. The reason for this
is multifaceted. There are macroeconomic development
problems such as structural energy and raw and pro-
cessed material shortages. There also are problems with
the enterprises themselves, such as indiscriminate
importing, duplicative construction, and unmarketable
goods. And, there are systematic problems, especially the
enterprises’ considerable degree of self-containment, 10
the point that they still cannot achieve very good profes-
sional coordination among enterprises. This makes it
difficult to achieve rapid improvement in the economic
performance of enterprises.

10. Because of the past long-term influence of the self-
sufficient natural economy and product economy
guiding ideology, enterprises not only are lacking in
professional coordination and division of labor in pro-
duction, causing the phenomena of being “large and
complete” and ““small-scale and complete,” and of self-
containment and self-circulation, but also lack the social-
ization of the division of labor between production and
livelihood. Among state-owned enterprises especially,
there is the widespread and serious phenomenon of
enterprises managing society. The most prominent are
the large- and medium-sized state-owned enterprises
that want to operate schools, nurseries, hospitals, and
dining halls; and want to construct staff housing, supply
and marketing nets, vegetable stores, cinemas, and clubs;
and even want to involve themselves in benefitting the
lives of the staff in various ways, almost all of which
should by nature be decided by society. This causes the
state-owned enterprise to assume the heavy burden of
operating a “small society,” in addition to their normal
production and management. State-owned enterprises
not only have to expend a large amount of funds to
resolve by all means possible any cares that could disturb
staff production, but also causes state-owned enterprise
leaders to divide their energies, and the ingenuity that
they formerly were able to use on production and man-
agement is used on managing the “small society.” This
creates unnecessary damage to state-owned enterprise
development. We should bear in mind that during these
years of reform not only has no solution been found for
these problems, but, that on the contrary, the problems
have become greater because enterprises have indepen-
dent profits. [passage omitted]

Forum Discusses Contract System, Taxes, Profits
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[Text] With the first round of enterprise contracts
expiring in 1991, shall the enterprise reform follow the
thread of thought of defining responsibility, right, and
benefit to continue to improve the contract management
responsibility system or shall it proceed from the relation
of distribution between the state and the enterprise and
implement the separation of tax from profit and the
systems of after-tax loan repayment and contract
signing? This is an issue of wide concern in theoretical
circles and functional departments. In order to fully
study this issue, concerned leaders and noted scholars of
state and government organs and business and theoret-
jcal circles held a seminar on ‘“Enterprises’ Contract
Management Responsibility System and the Separation
of Tax From Profit” in Haikou City in late January.
During the discussion, I listened to the people of all
circles debating about the contract system and the sepa-
ration of tax from profit, and have summarized their
opinions as follows:

Different Views on the Concrete Steps of Deepening
Enterprise Reform

People have different opinions as to what main measures
to take to deepen the enterprise reform in the 1990’s:

The first view maintains that we should implement as
soon as possible the reform program of separating tax
from profit and repaying loans and signing contracts
after paying taxes because its theoretical basis is suffi-
cient and its direction correct. Comrades holding this
view think that the current contract system restricts the
growth of state financial income, that the distribution of
income leans excessively toward the enterprise and the
individual, and that the pattern of income distribution is
rigid. The two functions of the state administration and
management, the two rights, and the two incomes have
been confused as one. Either tax is used as profit or
profit is used as tax, resulting in the integration of tax
and profit and the confusion of responsibilities. The
proposal of the reform program of separating tax from
profit may change this situation and gradually stan-
dardize the relation of distribution between the state and
the enterprise. The way to do this is to levy 35 percent of
income tax and implement the system of before-tax [as
published] loan repayment. This method not only can
make up the deficiency of the original distribution
pattern but also can help increase the state’s financial
income and its financial ability to support the future
across-the-board reform. At the same time, since a
unified tax rate is applied to different enterprises of
different ownerships and the tax burden is now equal,
this method can help all enterprises carry out fair com-
petition.

The second view holds it necessary to basically continue
the current practice to implement the contract manage-
ment and opposes the separation of tax from profit. It
maintains that increasing enterprises’ vitality is the
central link of reform and that the vitality of enterprises
comes from the enthusiasm of enterprise managers and
workers. The five-year practice of contract management
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proves that the contract system is most conducive to
arousing enterprises’ and workers’ enthusiasm. So it
should be the direction we adhere to in the enterprise
reform. As for the separation of tax from profit, since its
essence is substituting tax for profit and a large part of
the enterprise’s original profit and newly increased
income is taken away by the state in the form of tax,
enterprises’ and workers’ enthusiasm is bound to be
affected. Moreover, under the condition of socialist
commodity economy, it is difficult to clearly distinguish
between the state’s two functions, two rights, and two
incomes regarding the enterprise. Besides, the state’s
levy of circulating tax and the enterprise’s delivery of
profit have de facto “separated tax from profit.” Espe-
cially under the condition of “two difficulties”—the
state’s financial difficulty and the enterprise’s produc-
tion and management difficulty—the extreme emer-
gency is to raise the enterprise’s vitality, arouse the
enterprise’s enthusiasm, and encourage the enterprise to
make a “bigger cake” instead of rushing to change the
method of distribution. If the “cake” remains small, the
method of cutting, no matter how good it is, cannot
guarantee the stable increase of the state’s financial
income.

The third view thinks that the contract system is a
realistic choice and the separation of tax from profit is
the direction of future reform. We may experiment with
it in the Eighth Five-Year Plan period but not on a large
scale. Under the current condition where enterprises face
severe external environment and production and man-
agement difficulties, we need to further develop the
stimulating function of the contract system to arouse the
enterprises’ and workers’ enthusiasm for production and
tap enterprises’ internal potential to overcome current
problems. Under the current condition where a third of
enterprises lose money and another third of enterprises
make only marginal profits, if we force the implementa-
tion of the separation of tax from profit and the systems
of after-tax loan repayment and contract signing, most
enterprises will be unable to withstand the pressure. As
far as the pilot program of separating tax from profit
itself is concerned, some contents need further study.
For instance, shall income tax be levied on the basis of
proportional or progressive tax rate? Shall the income
tax be calculated according to 35 percent or other
percentages? There are also questions concerning the
repayment of loans for the technological transformation
of enterprises (especially old loans), basis for the targets
of after-tax contract, and the long period and low rate of
depreciation. It is especially impossible to carry out the
separation of tax from profit alone. We must coordinate
it with financial, monetary, tax, investment, and pricing
reforms. Under the situation that some contents are still
immature and unstable and that coordinated reform
conditions are absent, blindly pushing the separation of
tax from profit is not recommendable.

During the discussion, another view attracted the peo-
ple’s attention. That is, the contract system is not set
against the separation of tax from profit. The contract
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system and the separation of tax from profit are two
issues of completely different basic points. The contract
system should solve the problem of effective operation of
microeconomic subject, including adhering to public
ownership, promoting the separation of government
administration and enterprise management, improving
the mechanism of motive power, and enabling enter-
prises to become economic entities that make their own
management decisions, assuming sole responsibility for
profits and losses, and develop themselves. Smoothing
out various relations (including distribution) between
the state and the enterprise is only one aspect of the
contract system, which is in essence a responsibility
system. The separation of tax from profit is to solve the
problem of improving macroeconomic management
with emphasis on smoothing out the relations, especially
distribution, between the state and the enterprise.
Because of this, separating tax from profit is not a
fundamental negation of the contract system. While
handling the relations between the state and the enter-
prise, we may adopt a fixed or progressive contract base
or implement the systems of separating tax from profit,
repaying loans before tax, and signing contracts after tax.
Both have very strong restraints. The former is a fixed
amount and the latter, a fixed percentage. Under dif-
ferent economic conditions, we may apply different
restraints to enterprises. The key is to make the state
income increase continously along with the development
of production. Because of this we should detach our-
selves from departmental interests when examining the
issues of the contract system and separating tax from
profit. We must not look from the angle of state finance
and hope to separate tax from profit so as to increase
state revenue; nor must we look from the angle of
enterprises and their supervising departments and hope
1o continue to improve the contract system.

Different Appraisals of Current Situation of Enterprise
Burdens

Implementing the contract system or separating tax from
profit is based to a great extent on different appraisals of
the degree of enterprise burdens. Because of this, the
appraisal of the enterprise’s burdens and profit retention
in present China has become the focal point of debate
between those who favor the contract system and those
who favor the separation of tax from profit.

One view holds that since the state has delegated power
and yielded profits to enterprises in the 10 years of
reform, the level of enterprise profit retention has
increased substantially. The distribution of the national
income has apparently leaned toward the enterprise and
individual. The state cannot even get its share of income
which has increased as a result of policy-related price
hike instead of enterprises’ subjective efforts. After the
separation of tax from profit, there may be a greater
variety of taxes, but because many taxes are behavior
taxes and enterprises without such behavior do not have
to pay, the tax burden of many enterprises do not
necessarily increase as a result. The levy of “two funds”
(energy and transport fund and budget regulation fund)
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on enterprises is only a temporary measure. When enter-
prises complain about heavy burdens, they do not mean
that the state tax is too heavy. Instead, they mostly refer
to the excessive fees and the apportioning of expenses by
local governments and departments. Contract enter-
prises suffer from heavy burdens because their relations
with government organs have not been smoothed out
which in turn has increased, to a certain extent, the
administrative intervention of government organs.

Another view is that many Chinese enterprises, which
have obsolete equipment and backward technology,
cannot easily maintain even simple reproduction and
that many of them rely on principal and borrowed
money to carry out production operations. The contra-
diction caused by the lack of stamina for the develop-
ment of enterprises has become increasingly prominent.
To study its cause, the low rate and long period of
enterprises’ fixed-asset depreciation are an important
factor hindering the innovation and transformation of
enterprises. Due to the low level of depreciation rate—
5.3 percent—it takes Chinese enterprises nearly 20 years
to complete the depreciation of their fixed assets, which
is much longer than the four- to five-year period of
advanced world level. Moreover, 25 percent of the
depreciation fund retained by enterprises is used to pay
for the “two funds.” After deducting various apportion-
ings of bonds and social expenses, only 30 to 50 percent
of nominal depreciation funds (calculated on the basis of
original value) is actually used for enterprises’ innova-
tion and transformation purposes. The level of enter-
prises” tax burden is also on the rise. According to a
survey of 193 state industrial enterprises by the Chinese
Industrial and Economic Association, due to the contin-
uous increase of various taxes, fees, interest, and bonds,
enterprises’ profits have been continuously shifted to
taxes and fees. In 1989 enterprises’ actual profit reten-
tion accounted for only 8.2 percent of their net income,
a decline of 26.2 percent as compared to 1986. The
per-capita profit retention of a third of enterprises was
less than 300 yuan, not even enough to cover medical
expenses. Because of this, we may say that now is the
time when enterprises have the most difficulties since
the reform. The separation of tax from profit, which is a
reform aimed to readjust the distribution relation
between the state and the enterprise in a settled and
relaxed commodity economic environment, cannot be
easily carried out under China’s current economic con-
ditions.

Several Common Understandings After the Discussions

1. No matter which trend of thought we choose, when
handling the distribution relation between the state and
the enterprise, we must consider the interest of the state,
the collective, and the individual. We should ensure that
the state’s financial income increases steadily instead of
continuing to reduce tax and yield profit to the enter-
prise. We should also ensure that it is conducive to
revitalizing enterprises and increasing their staying
power.
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2. When studying issues, we must adhere to the theory
that everything has two aspects and use dialectic
method. The contract system and the separation of tax
from profit each have their own advantages and disad-
vantages and some useful conditions. The main advan-
tages of the contract system are great incentive, open-
ness, and effectiveness. Under the condition of economic
difficulty, it is conducive to arousing the enthusiasm of
enterprises and workers for tapping potential and
increasing production and income. The advantage of
separating tax from profit is that the distribution relation
between the state and the enterprise is handled in a
standardized manner, which is conducive to realizing the
simultaneous growth of state financial income and enter-

prises’ economy.

3. There is an issue of “degree™ in the practice of both
the contract system and the separation of tax from profit,
which needs to be further studied. Because of this, we
should not only carry out abstract discussions of the
contract system and the separation of tax from profit.
We must solve the problem of quantitative analysis in
accordance with the feedback of practice.

4. We must implement in practice the guidelines of the
Seventh Plenary Session of the 13th CPC Central Com-
mittee, regard the improvement of the contract system as
the basis and give first priority to revitalizing enterprises
and increasing economic returns during the Eighth Five-
Year Plan period while perfecting the pilot program for
separating tax from profit in selected units to continue to
improve this theory and practice.

5. The various problems currently existing in enterprises
cannot be solved simply by smoothing out the distribu-
tion relation between the state and the enterprise. To
deepen enterprise reform, we need to vigorously carry
out supplementary reforms in the macroeconomic
system such as steadily implementing the reform of
pricing system to bring about generally stable average
profit rates among different industries and enterprises;
further carrying out the reform of investment system to
increase enterprises’ staying power through multiple
forms and channels of investment; further carrying out
the reform of monetary system to support enterprises’
technological