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PRC JOURNAL ON DECENTRALIZATION OF STATE OWNERSHIP
HK120939 Beijing JINGJI YANJIU in Chinese No 12, 20 Dec 84 pp 30-32, 15

[Article by Huang Taiyan [7806 3141 1484], postgraduate student of the
Political Economy Department of the China People's University: '"Model of
Decentralization of State Ownership and the Reform of Economic Structure'—-
written in September, 1984]

[Text] According to a longstanding traditional viewpoint, Marx and Engels
held that only the model of a high degree of centralization of state power

is applicable to socialist state ownership. This viewpoint negates the
possibility of many specific models of socialist state ownership. I consider
the model of centralization of state power is not the only model of state
ownership envisioned and proposed by Marx and Engels. They also put forth
another tentative idea of state ownership. Within certain limits and for
certain periods of time, the right of ownership of the means of production
can be separated from the power to control and use them. I call this tenta-
tive idea the decentralization model. The model of decentralization of

state ownership must be clearly expounded; only thus can we correctly handle
the relationship between the state and the enterprise, and only thus can we
implement various reform measures such as leasing small state enterprises, or
handing them over under contract, to the collective or individuals. Thus,
the reform of the overall economic structure, with urban reform as the focus,
can be quickened, and ideological obstacles can be eliminated.

I.

Marx and Engels put forth the decentralization model in the course of estab-
lishing the theory of cooperation in production. As early as the 1860's, Marx
had shown enormous interest in the experimentation taking place in the con-
tinent of Europe in cooperation in production. He held that these experi-
mental measures, developing within the realm of capitalism, could lead to the
collapse of the capitalist system. (Footnote 1) (Marx: "Selected Works of
Marx and Engels: Declaration of the Founding of the International Workers'
Association," Vol 2, pp 132-133) He held that if capitalism was to be brought
to an end and the working masses were to be liberated, cooperation in work
must be developed throughout the whole country. By the 1870's, in summing up
the experience of the Paris Commune, Marx and Engels were highly praising the
economic measure, adopted by the Paris Commune, of handing over those enter-




prises which were shut down by factory owners to the worker cooperatives, to
be operated by them. Thus, they also held that after seizing overall state
power, the Proletariat must "extend the cooperative to existing production."
(Footnote 2) (Engels: '"Collected Works of Marx and Engels: To A Bebel (20-
23 January, 1886)," People's Publishing House, 1975 edition, Vol 36, p 416;
same edition referred to in subsequent quotations) Marx and Engels discussed
two different forms of cooperative: first, peasant cooperatives, including
small peasant ccoperatives and larger ones, which were basically characterized
by their methods of production and their ownership; and second, worker cooper-
atives, including industrial workers' cooperatives and agricultural workers'
cooperatives. The state would seize from the capitalists and big landowners
what would be the means of production in worker cooperatives; therefore, the
means of production in worker cooperatives would be owned by the state. How-
ever, the worker cooperatives would not be operated by the state; the state
would put the means of production it owned under the control of the worker
cooperatives. The model of decentralization of state ownership was thus put
forth.

The decentralization model put forth by Marx and Engels was an indispensable
part of the Marxist theory of state ownership. I consider the model of de-
centralization of state ownership to have the following characteristics:

First, the putting forth of the decentralization model was geared to the
period of transition from capitalism to socialism. Engels regarded the worker
cooperative as an 'intermediate 1ink" that could be used during the transition
to socialism. (Footnote 3) (Ibid) 1In "On Housing," Engels also clearly said
that factories owned by the working people would be leased to individuals or
cooperatives for their use during the transition period.

Second, the state would enjoy the right of ownership of the means of production.
In discussing the handing over of the means of production by the state to the

cooperatives for their use, Engels clearly said: "Things must be handled in
such a way that society (that is, the state in the first place) maintains its
right of ownership of the means of production." (Footnote 4) (Ibid) This is

a basic point concerning the model of decentralization of state ownership,
because only if the means of production were owned by the state could the
nature of the state ownership of the means of production be clearly determined.
Otherwise, if the state relinquished the right of ownership of the means of
production when it handed over them to the cooperatives for their control and
use, the means of production would inevitably be devoid of the nature of state
ownership.

Third, the state as the owner of the means of production would not directly
control and use the means of production in production and operation, but
would hand over the means of production that it owned to the cooperatives for
their control and use. Elsewhere in the works of Marx and Engels, it 1s also
said that the state-owned means of production would be handed over to the
cooperatives for their use. In this context, control and use are synonymous.

Marx and Engels also held that not only would the state hand over the state-
owned factories to the worker cooperatives for their control and use, "just



as the Paris Commune required the workers to operate, by way of cooperation,
those factories which had been shut down by the factory owners,'" (Footnote 5)
(Engels: '"Collected Works of Marx and Engels: To a. Bebel (20-23 January,
1886)," Vol 36, pp 416-417) but the state would also, "under society's super-
vision, hand over the major land property which had been returned to society,
to those agricultural workers who currently were farming that land and who
would organize cooperatives." (Footnote 6) (Engels: "Selected Works of Marx
and Engels: The Problem of the France-German Peasants," Vol 4, p 315) The
state would first hand over the state-owned factories and major land property
to the cooperatives through leasing. Thus, the state would still enjoy the
right of ownership of the means of production after leasing them to the co-
operatives, but it would lose the right to control and use the means of pro-
duction during the terms of the leases.

Fourth, after the state had leased the means of production to a cooperative,
the cooperative would enjoy the right to temporarily control and use the means
of production during the term of the lease; although the state would not re-
linquish the right of ownership of the means of production during the term of
the lease, it would forego the power to control and use the means of production
for organizing production and exchanging products. Therefore, it was possible
that, using the power of controlling and using the means of production in pur-
suit of its own specific interests, the cooperative would deviate from or
undermine the state's overall interests, so that contradictions arose between
the cooperative's power of controlling and using the means of production and
the state ownership of the means of production. Thus, Engels stressed that
the state had to use its right of ownership of the means of production to
safeguard the overall interests of society. It should be noted that Engels
did not stress here that the cooperatives had to be operated according to
overall state plans in order that theoverall interests of society could be
safeguarded. I think this was not due to some accidental negligence of
Engels, because in "principles of Communism" and "Anti-Duhring,'" Engels con-
sistently stressed that national production must be organized according to
overall state planning. The fact that Engels did not stress the necessity

for the cooperatives to organize production according to state plans was
mainly related to the model of decentralization of state ownership which was
geared to the transition period.

Fifth, there could be many different models of decentralization of state
ownership. As mentioned above, Engels held that under the decentralization
model, the form to be adopted first would be the leasing of the means of
production. Of course, he did not negate the possibility of the creation of
other forms in subsequent practice.

The handing over of the means of production by the state to the cooperatives
for their control and use would not alter the nature of state ownership. This
was because: 1) The cooperatives had to acknowledge the state's right to own
the means of production; this would be the primary condition for the handing
over of the means of production. 2) To a certain extent, the state would
enjoy the power to control and use the means of production and the products, so
that the realization of the right to own the means of production would be en-
sured. The state's power to control and use the means of production would be



reflected in the fact that it had the power to lease the means of production
to the cooperatives and also had the power to take back the leased means of
production when necessary. Therefore, the ownership right had to be reflected
in some definite power to control and use the means of production. In order
that the right of ownership of the means of production could be realized, the
state would also possess the power to distribute the products, an example of
which being the power to collect from the cooperatives land rent, rent for the
means of production, and so on. Moreover, only if the state enjoyed some
definite power of control, utilization and distribution could the overall
interests of society be safeguarded, as according to Engels, through the
exercise of the state's right of ownership of the mecans of production. 3) The
separation of the power to control and use the means of production from the
right to own them would not alter the naturec of ownership of the means of pro-
duction. In "Das Kapital,'" in discussing capitalist land ownership, Marx said
that the separation of the right to own land from the power to control and use
land was a basic characteristic of capitalist land ownership. However, this
separation did not determine the capitalist nature of land ownership. Under
the capitalist mode of production, landowncrs could either undertake operation
on their land or completely dissociate themselves from such operation. How-
ever, whether they undertook such operation or not did not affect the capitalist
relation of exploitation or the nature of capitalist land ownership.

II.

Although the model of decentralization of state ownership put forth by Marx

and Engels was mainly geared to the transition period, this does not imply that
this model can only exist in the transition period. Engels said: "'The working
people' will become the collective owners of all houses, factories, and work
tools. The completely gratuitous handing over of these houses, factories,

and so on to the individuals and cooperatives for their use may be impossible,
at least during the transition period.... Therefore, in any case, the actual
possession of all work tools by the working people will not preclude the con-
tinued practice of leasing and renting." (Footnote 7) ("Selected Works of Marx
and Engels: On Housing," Vol 2, pp 544-545) Here Engels clearly saild that the
model of decentralization of state ownership was applicable to the transition
period, and by using the expression "at least" hc implied that the model may

be applicable to socialist society.

The practice of socialism in the contemporary era has proved not only that is
the model of decentralization of state ownership applicable to socialist
society, but that the state's right of ownership can also be appropriately
separated from the enterprise's power of operation. In our country, over many
years in the past, the model of a high segree of centralization of state owner-
ship has been practiced, a rational division of power between state and enter-
prise has not been effected, though this is nccessary, and the enterprises

have enjoyed neither the economic status of being relatively independent units
nor decisionmaking powers over operation and managcment; consequently, the
enterprises have "eaten from the same big pot" provided by the state and the
development of social productive forces has been gravely impeded. Now, in order
that the enterprises' vitality can be increased and the attainment of national
macroeconomic equilibrium can be ensured, a rational division of power between



state and enterprise must be effected according to necessity, economic relations
between state and enterprise must be correctly handled, and the status of the
enterprise as a relatively independent economic entity must be established.

This is a basic point concerning the reform of our country's economic structure.

The reform of our country's economic structure is a great practice of upholding
and developing, under socialist conditions, the Marxist model of decentraliza-
tion of state ownership. This is mainly reflected in the following two things:

First, in accordance with Engel's ideas, we have handed over the power to con-
trol and use the means of production through leasing. However, in this period
of socialism, we have not fully applied, without any modification, the leasing
method put forth at that time by Engels for use in the transition period. The
basic characteristics of socialism differ from those of the transition period.
In socialist society, the large and medium-sized state enterprises, by virtue
of the higher degree of socialization they attain, can influence the major
proportional relations of social production, and their products are important to
the national economy and the people's livelihood. Therefore, these enterprises
must comply with centralized state planning, so that disruptions of the major
proportional relations of social production can be avoided. However, in the
case of small state enterprises, the level of socialization of production is low
and production is characterized by the local nature of production, flexibility,
small output, great product variety, and so on; thus, control through state
planning is both unnecessary and impracticable. Therefore, the state can lease
the small state enterprises to the collective or to individuals for operation;
taxes must be levied, a charge must be made for the use of capital funds, and
the enterprises must assume sole responsibility for profits and losses; the
method of leasing is only applicable to small state enterprises. Moreover,
during the term of a lease, the lessees can control and use the state-owned
means of production by themselves. Because the socialist economy is a

planned economy, the state must also manage the leased enterprises through
guidance plans. This is also a characteristic that distinguishes the method

of leasing under socialism from the method of leasing during the transition
period.

Second, many varied ways by which the state hands over the power to control
and use the means of production have been put forth, so that the Marxist
model of decentralization of state ownership has been greatly augmented and
developed.

The handing over of enterprises, under contract, by the state to the collective
or to individuals for them to operate is a new way in which the state hands
over the power to control and use the means of production. In contracting,

the state and the party that will undertake operation under contract sign a
contract which stipulates the responsibilities, powers, and interests of both
parties; once a contract has been signed, the party undertaking contractual
operation will carry out operation independently and assume sole responsibility
for profits and losses under the guidance of state planning.

Some of the large and medium-sized state enterprises are the key enterprises
in our national economy. They must be run according to state plans. However,



they must also be correspondingly given some powers to carry out independent
operation within certain limits, so that they can become relatively independent
economic entities and their vitality can increase. Increasing the enterprises’
decisionmaking power means that within certain limits, the state assigns power
over the control and use of the means of production, as well as corresponding
power over the control and use of products, to the state-owned enterprises;
division of power between the state and the enterprises is achieved through
reform of the distribution relations. When the state hands over certain power
over the control and use of the means of production to the enterprises, this
implies a contraction of the state's power, and a growth of the enterprises'
power, over the control and use of the means of production. Within the scope
in which the enterprises exercise their power of control and use, the state in
gsome sense loses its power of control and use. Correspondingly, the scope of
directive state planning must diminish, and the scope of guidance planning must
expand. The extent to which the scope of directive state planning diminishes
must equal the extent to which the decisionmaking powers of the state-owned
enterprises increase. If all the activities of the enterprises are arranged
through directive state planning, the enterprises will not have any decision-
making power. Therefore, abolishing directive planning within the scope in
which the enterprises exercise the power of control and use is a basic require-
ment for the institution of the decentralization model.

To sum up, in the reform of our country's economic structure, the modification
of the model of centralization of state ownership, and the institution of a
model of decentralization of state ownership, whereby the state enjoys owernship
and many varied forms of operation are adopted, make socialist state ownership
in the initial stage of socialism more concrete and perfect, rather than

serving to negate socialist state ownership. The institution of the decentral-
ization model will certainly enormously mobilize the enthusiasm of the state,
the enterprise, and the individual, thus liberating the social productive
forces.

CsO: 4006/383
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PRC JOURNAL DISCUSSES SOCIALIST JOINT STOCK COMPANIES
HK130955 Beijing JINGJI YANJIU in Chinese No 12, 20 Dec 84 pp 33-36, 40

[Article by Yan Simao [0917 2448 5399] of the Political Education Department
of the Zhejiang Teacher Training College: "On Socialist Joint Stock Companies"--
written in June 1984]

[Text] 1In recent years, enterprises in the form of joint stock companies have
appeared in many localities in our country. Though still in an embryonic stage
of development, this new form of economic organization has already shown great
vitality. This article will present some tentative views on the nature and
characteristics of this economic form and on the inevitability of its birth

and development.

The Inevitability of the Birth of Socialist Joint Stock Companies

The joint stock company, being a form of economic combine, is established
through the issuing of shares to raise capital funds. It differs from
ordinary administrative companies and from loosely integrated forms of economic
combines. The joint stock companies already established in various localities
in our country and some other enterprises similar to joint stock companies can
be roughly divided into the following categories: first, joint stock enter-
prises whose capital funds are contributed by individuals, like the Zhongyuan
Joint Stock Company Limited and the Yamei Joint Stock Shop in the city of
Zhengzhou in Henan; second, joint stock companies whose capital funds are con-
tributed by people originally operating industrial or commercial undertakings,
like the Shanghai Aiguo Jianshe Company; third, joint stock companies jointly
financed by domestic capital and foreign capital, fourth, some integrated
agricultural-industrial-commercial enterprises in the form of joint stock
companies; fifth, joint stock companies formed in some cases of combination

of enterprises under ownerhsip by the whole people, such as the Huzhou paper
pulp factory, which is operated on a joint stock basis by the paper-making
industry of Shanghai and Wuxing County in Zhejiang; and sixth, state enterprises
which issue shares on a small scale to their staff members and workers, like
the Liaoning heavy machinery factory. Despite differences in their specific
conditions, all these enterprises are characterized by the raising of capital
through the issuing of shares and by joint operation, and can thus be classi-
fied as economic combines in the form of joint stock companies.



The birth of this economic form is objectively inevitable.

First, in the present stage, commodity and money relations still exist in our
country. The importance of these relations is growing, not diminishing.
Agriculture has begun to develop from self-sufficient or semi-self-sufficient
production toward specialized and large-scale production of commodities. There
are now over 25 million households doing specialized jobs, accounting for over
13 percent of the total number of peasant households in our country; they have
achieved a commodity rate of 70 percent. In industry, means of production have
formally become commodities and are circulated as such. With the development

of the circulation of commodities, the scale and speed of circulation of money
has also increased. All this has created a most extensive basis and most general
precondition for the birth of joint stock companies, because these companies are
formed on the basis of pooling of capital funds.

Second, joint stock companies are a product of a high degree of development
of credit facilities. Therefore, the existence of credit facilities also
amounts to an essential precondition for the birth of joint stock companies.
There is no exception to this rule at the present stage of socialist society.
Also, between various sectors and between various enterprises in the socialist
economy, the movement of funds is also not balanced; some sectors and enter-
prises have surplus capital funds which are temporarily lying idle, while
others lack capital funds. How can surpluses and shortfalls be regulated?
One method is to use bank loans. However, lending money for use as capital
funds is subject to limitations of time and interest; but an enterprise must
have its own funds, which cannot be made available through bank loans. Thus,
setting up joint stock enterprises has become a feasible method for an enter-
prise to raise its own funds,

Third, aside from the general conditions mentioned above, there is also a
specific condition leading to the birth of joint stock companies in our
country, namely, the existence of a multilevel ownership structure. In our
country, because of the imbalance in the development of the productive forces,
not only are there different forms of ownership system, such as ownership by
the whole people, collective ownership, and individual ownership, but each
ownership system incorporates many different levels of ownership; for example,
within the system of ownership by the whole people, there are enterprises at
various levels; some enterprises are directly under the central authorities,
some are under provincial or municipal authorities, some are under prefectural
or county authorities, and so on; moreover, each enterprise is a relatively
independent producer of commodities. This multileveled economic structure,
with public ownership as its basis, results in differences in economic
interests. Under this condition, the problem of imbalance and rationality in
the distribution of capital funds cannot be solved by gratuitous fiscal allo-
cation of funds. Practice since the founding of the PRC has proved that the
gratuitous allocation of funds and labor is not only harmful to the system of
collective ownership, but is also impracticable for enterprises under ownership
by the whole people. This problem of '"eating from the same big pot" in fund
allocation has helped lead to poor economic results. However, if capital is
raised by setting up joint stock companies, both changes in the ownership of
capital funds and harmful effects of gratutious allocation can be avoided,



while small and scattered amounts of idle funds can also be converted into
huge sums of pooled and moving funds.

Fourth, the development of socialized large-scale production is an important
reason for the birth of joint stock companies. The development of cooperation
between specialized units and the application of new technology and equipment
necessarily help increase the organic portion of funds and the scale of produc-
tion, so that the minimum amount of capital funds necessary for establishing and
operating an enterprise also correspondingly increases. Very often, an in-
dividual enterprise by itself will find it too difficult to provide the huge
amount of investment funds necessary for establishing and operating a large
enterprise, but the funds needed cannot be made available through gratuitous
allocation out of the state's fiscal funds, so that the raising of social funds
through the setting up of joint stock companies emerges as a workable method.

Advantages of Enterprises in the Form of Joint Stock Companies

Joint stock companies as a form of economic organization have the following
advantages:

1. They facilitate the pooling of funds and help speed up modernization con-
struction. In our country's modernization, a lack of funds does exist, but

on the other hand, funds are very seriously scattered; this is a contradiction.
With the increase in unbudgeted capital construction funds raised by various
localities on their own, with the drastic increase in the income earned by
peasant households doing specialized jobs, and with the increases in idle funds
in society, duplicate construction and the indiscriminate establishment of pro-
duction units will appear in the absence of any control. This means that with
the progress of socialist construction, we have already encountered the problem
of the pooling of funds. How can we solve this problem? We must naturally
continue to pool funds through fiscal channels, but this method has its limi-
tations, because it does not provide for the pooling and distribution of un-
budgeted funds. In capitalist countries, funds are pooled through competition
and credit facilities. We must not use the method of competition and take-
overs, but we can use the method of credit facilities. In our country, the
level of development of productive forces is low; out of more than 300,000
industrial enterprises in our country, there are only several thousand large

or medium-sized enterprises, while the majority are small ones. These small
enterprises are marked by backwardness in production technology, a low degree
of socialization, decentralization, duplicate production, and poor economic
results. If they are combined into joint stock companies and then gradually
modernized, our social productive forces will be considerably strengthened.

2. Joint stock companies are advantageous to the modernization of management .
These comapnies are formed on the basis of socialized large-scale production.
This form of economic organization will be advantageous if, in accordance with
the requirement for socialized large-scale production, we want to undertake
reforms of the mode of operation, institute economic responsibility systems,
do a good job of scientific division of labor and specialized production, and
achieve modernization of management. Lenin said: "Only those who know that
we cannot create or practice socialism without learning from the organizers

of trusts deserve to be called communists, because socialism is not a utopiaj



socialism actually requires that the vanguard of the Proletariat, having seized
political power, should master and use things created by trusts." (Footnote 1)
("Selected Works of Lenin: On 'Leftist' Naivety and the Class Character of the
Petite Bourgcoisie,”" Vol 3, p 555)

3. Joint stock companies are advantageous to raising productivity. The com-
bination of many scattered small enterprises into joint stock companies helps
them to develop their good points, circumvent their shortcomings, make compre-
hensive use of the superiority of various parties concerned, and tap potentials.
Thus, various production factors, like factory buildings, equipment, sites,

raw and semifinished materials, labor, technology, funds, management experience,
and so on, can be combined in an optimum way, resources can be fully utilized,
and the composition of products can be rationally readjusted, so that new
production capacity can be built up and the greatest economic results can be
achieved with the minimum consumption of labor. This is one effective way of
economizing on the use of labor and raising productivity.

4. Joint stock companies are advantageous to increasing the output of products
in short supply, developing energy resources, and building transportation and
communications facilities. Through the forming of joint stock companies, a
large amount of idle funds in society remaining outside fiscal channels can be
pooled, large amounts of funds can be used for expanded reproduction for
developing products in short supply, energy resources, and transportation and
communications facilities, and the achievement of the four modernizations can
be promoted.

The Nature of Socialist Joint Stock Companies

There are different views concerning the nature of socialist joint stock
companies. Some comrades will invariably link joint stock companies to capital-
ism upon the mention of such companies. This view is simplistic, one-sided,
and unrealistic. They do not know that there are two categories of joint stock
companies. In the first category are capitalist joint stock companies. They
represent a form of organization of social capital. Because they are based on
capitalist private ownership, they exist within the scope of capitalist pro-
duction relations. Aside from these companies, however, there are socialist
joint stock companies of a different nature. They are based on public owner-
ship of the means of production. In the case of these companies, 'property
will no longer be private property owned by separate producers, but will be

the property of producers who have become united." (Footnote 2) (Marx: '"Das
Kapital," Vol 3, p 495) The joint stock companies set up in various localities
in our country are of this nature.

First, regarding the question of production relations, the overwhelming major-
ity of the existing joint stock enterprises in our country are based on public
ownership. Public ownership is a highly prominent characteristic for those
enterprises operated on a joint stock basis by various units under ownership

by the whole people, for those enterprises operated on a joint stock basis by
collective units, and for those joint stock enterprises jointly operated by units
under ownership by the whole people and collective units. China's shares in
enterprises jointly operated by Chinese capital and foreign capital also

embody socialist public ownership. Regarding joint stock enterprises established,
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they do not represent a simple summation of individual ownership rights, but
actually amount to a type of cooperative enterprise. As to the case of state
enterprises which issue small quantities of shares to be purchased by staff
members and workers of the units or localities concerned, the public-ownership
nature of the enterprises will not be thereby altered, because the shares held
by the individuals constitute a very small percentage of all the capital funds
of the enterprises and because the dividend rate is only slightly higher than
the interest rate on bank deposits.

Second, socialist joint stock companies also differ from capitalist joint stock
companies in the nature of their activities. The activities of capitalist
joint stock companies often involve speculation and risk-taking, because they
are governed by the law of surplus value and laws of competition. ''Because
here property exists in the form of shares, its movement and transfer become
purely a result of gambling in the stock exchange." (Footnote 3) (Marx: '"Das
Kapital," Vol 3, p 497) Moreover, what people risk is social property, not
their own personal property. Although the shares of socialist joint stock com-
panies are, similarly, certificates of property ownership, their movement and
transfer must be governed by the basic economic law of socialism and the regu-
lation of state policies and decrees; speculative activities such as buying
long and selling short are illegal and will be rigorously prohibited; thus,

the operation of joint stock companies will certainly proceed on a normal
track.

Third, judged from the status of the workers in the enterprises also, socialist
joint stock companies differ completely from capitalist joint stock companies.
The latter are controlled by an extremely small minority of big shareholders,
who not only control and use other people's property but also control other
people's right to work, so that workers are divorced from the right of owning
the means of production and are exploited and enslaved. However, in socialist
joint stock companies, the means of production are jointly controlled and used
by workers who have become united. This guarantees the workers' role as masters
of the enterprises. A question arises: if someone holds a controlling portion
of the shares of an enterprise and hence controls it, will the enterprise thus
change in nature? I think this worry is not completely unfounded. Special
attention must be paid to this possibility in the case of some small enterprises,
However, we need not be afraid. The acquisition of control of an enterprise by
some private individuals can be prevented if the proportion of an individual's
shares in the total capital funds is restricted, if candidates for managers are
carefully selected, and if the supervisory role of the enterprise party organ-
izations and of the congress of staff members and workers is brought into play.

Several Specific Questions

Currently, the joint stock companies established in various localities of our
country are merely in an embryonic and imperfect form. They have to undertake
exploration as they advance in practice. A series of questions needs to be

promptly resolved.

First, there is the question of conditions for the setting up of joint stock
companies. There are at least two necessary conditions: first, their estab-
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1lishment must be economically rational; factors like scale, technological con-
ditions, resources, product pattern, market, competitive ability, and so on

must be considered. A company, once established, must be able to achieve a
greater output and better economic results. If some loosely integrated bodies,
which by their nature are only good for cooperation in some links of supply,
production, and marketing, are unnaturally upgraded into economically unified
joint stock companies, as with the cutting of the feet to fit the shoes, the
results will not be good. Second, subjectively, good leadership forces, a good
management standard, and so on are necessary; regarding the question of policies,
due consideration must be given to those units which buy shares for investment,
and the capitalization of land, fixed assets, and other resources in the value
of shares must be as rational as possible; the capital and property of collec-
tive units should not be indiscriminately transferred, nor should state property
be seized.

Second, there is the question of the issuing of shares. Shares of socialist
joint stock companies are issued by banks on behalf of the companies and are
purchased by financial bodies, enterprises, institutionms, and individuals.

In this capital-raising activity, the banks play the role of the hub; they not
only act as agents for the issuing of shares, but can undertake long-term in-
vestment in the enterprises concerned by buying shares themselves. This in~-
volves a longer period of investment than the provision of medium-term and
short-term loans for them to buy equipment. Moreover, organizing the circula-
tion of shares by providing discounting facilities can also be considered.
These activities will be advantageous to the banks' supervision of the enter-
prises. 1In a joint stock company, those shares which are publicly owned by the
banks and other units should generally constitute an overshelming majority, so
that the state and the collective are certain of having a controlling portion
of shares; and this is particularly necessary for large joint stock enterprises.
Similarly, for small joint stock enterprises financed by capital raised from
individuals, no single individual must be allowed to possess a majority of the
enterprise's shares. The method of "attaching shares to work" is most appro-
priate for these enterprises, because this will make the staff members and
workers develop greater concern for production out of consideration of material
interests.

In capitalist countries, shares can be circulated. They are openly quoted for
buying and selling on the stock exchanges. This kind of buying and selling has
the dual nature of investment and speculation. Should the circulation of shares
be permitted in our country? How can shares be circulated? Should stock ex-
changes be set up? These questions must be specifically studied. However,

one thing is certain: ours is a socialist country and speculation in shares
must never be allowed. Nevertheless, we must not prohibit the transfer of
shares, like giving up eating for fear of choking. In this connection, an
important task is to explore, through experimentation, the laws and character-
istics of the movement of shares under socialist conditions, and to formulate
practicable and effective measures to guide the enterprises so that they will
be compatible with the need for the "four modernizations."

Third, there is the question of distribution. The distribution of profits is
a crucial question related to the interests of various parties concerned.

12



Currently, the two main methods of distribution adopted by joint stock enter-
prises in our country are the payment of dividends and the payment of bonuses.
Dividends are paid at a fixed rate, whereas bonuses are paid on a per share
basis out of net profits, less taxes, accumulation funds, and welfare funds
for staff members and workers. Both methods can be adopted. Which one is
used depends on specific circumstances.

Here, a theoretical question must be studied, namely, the nature of dividends
or bonuses paid on privately owned shares. Do they represent exploitation?

I think this question must be specifically examined in relation to some specific
production relations. It has been mentioned before that in our country joint
stock enterprises are socialist economic combines; capital funds represent
social property commonly controlled and used by workers who have become united,
and not means fo exploitation or capital proper. Therefore, dividends and
bonuses should be a kind of material incentive or remuneration in return for
the contribution of funds to support an enterprise. They resemble interest on
bank deposits or the dividends paid by supply and marketing cooperatives, They
embody the relation of cooperation and mutual assistance between socialist
workers, instead of a relation of exploitation of man by man. Of course, dis-
tribution according to work done is the basic form of socialist distribution,
while the source of dividends is surplus product value. Under distribution
according to work done, remuneration varies with the quantity and quality of
work done; however, dividends are paid according to the value of shares .held.
Therefore, the two things must not be confused.

Are there quantitative limits governing the payment of dividends under socialist
conditions? There should be such limits, which not only should be reflected in
the dividend rate, but, what is more important, should be reflected in the
amount of dividends. If the value of shares is not limited and the amount of
dividends is too great, so that dividends and benuses take up an overly large
proportion of profits, will this quantitative change cause a qualitative
change? Will it become a thing of a different nature, namely, exploitation
income? I think this possibility cannot be ruled out. 1In particular, the
probability that this will happen will be greater if shareholders do not take
part in work. Therefore, there must be restrictions on the amount of dividends
and bonuses. A possible method is to levy a progressive dividends tax. This
is another question which must be specifically studied.

Fourth, there is the question of management. A joint stock company is an
economic entity carrying out independent accounting and operation and enjoying
all the rights of an economic legal person. Regarding internal management,
they can practice the system whereby managers assume responsibility under the
leadership of the board of directors. People whose ideolegical standard and
style of work are good, who are professionally proficient, and who have good
organizing ability, courage and insight, can be selected or recruited through
advertising to be managers in charge of the company's business. A management
group which includes engineers, accountants, and representatives of staff
members and workers can be formed. An economic responsibility system whereby
duties and responsibilities are clearly defined must be practiced. Economic
results must be vigorously enhanced and development of production must be
promoted.




The state should strengthen macroleadership over the joint stock companies

but should not directly interfere with their actual daily operation. Aside
from directly assigning directive targets for producing certain major products
which are important to the national economy and the people's livelihood, the
state should generally guide the operation and activities of the enterprises
through economic levers such as pricing, taxation, credits, subsidies, penalties,
and so on, so that they can be compatible with the requirements of state plans.
Moreover, joint stock company laws must be enacted, which set forth clear recgu-
jations concerning matters such as examination, approval, and registration in
connection with the establishment of companies, the rights and duties of enter-
prises, the issuing and circulation of shares, the handling of companies'’
debts, cases of bankruptcy, and so on; thus, the companies' legitimate rights
and the investors' normal interests can be safeguarded, illegal acts such as
speculation in shares can be prevented and banned, and the healthy development
of the companies can be promoted.

CcsSO: 4006/383
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PROVINCIAL AFFAIRS

HUNAN FORUM DISCUSSES ECONOMIC DEVELOPMENT IN XTANGXI
HK160614 Changsha Hunan Provincial Service in Mandarin 0000 GMT 15 Feb 85

[Text] According to HUNAN RIBAO, provincial organs yesterday held a forum
in Changshaon supporting economic construction in Xiangxi.,

At the forum, (Yang Zhengwu), secretary of the Xiangxi Tujia and Miao Autono-
mous Prefectural CPC Committee, made a report on economic construction in the
autonomous prefecture.

The Xiangxi Autonomous Prefecture achieved relatively good results in

economic construction in 1984, Compared with the previous year, its gross
industrial and agricultural output value increased by 12.3 percent and in-
come increased by 14.3 percent. However, the per capita industrial and
agricultural outupt value and the peasants' per capita net income are still
much lower than the national and provincial averages. The problems concerning
housing, drinking water, clothes, and food for some people have not yet been
resolved, and poverty and backwardness have not yet been thoroughly changed

in Xiangxi.

At the forum, responsible comrades of the provincial planning commission,
the provincial science and technology commission, and provincial communica-
tions, education, public health, water conservancy, bank and other units
delivered speeches.

They expressed their desire to enthusiastically help and further support the
autonomous prefecture in developing economic construction in financial re-
sources, material resources, technology, human resources, and information.
Some comrades also put forth valuable suggestions on economic development

in Xiangxi and immediately resolved some specific problems.

CsO: 4006/401
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ZHEJIANG, SHANGHAI PROMOTE ECONOMTIC COOPERATION
OW192200 Hangzhou ZHEJIANG RTBAO in Chinese 7 Feb 85 p 1
[Dispatch by Reporter Xiao Minjian]

[Excerpts] A delegation from the Shanghai municipal government, led by
Mayor Wang Daohan, visited Zhejiang Province from 3 to 6 February. Respon-
sible comrades of the Zhejiang Provincial CPC Committee and the Zhejiang
provincial government, including Wang Fang, Chen Fawen, Wu Minda, Shen
Zulun, Luo Dong, Shen Guifang, Li Dexin, Ma Jilian, and Li Debao, mct with
the guests from Shanghai. Secretary of the provincial CPC Committee Wang
Fang said to Mayor Wang Daohan: Welcome to Zhejiang! Let us do more to
strengthen our ties in the future. Mayor Wang Daohan said: Shanghai and
Zhejiang have very close economic relations. From now on, we will make
still great strides in cooperating with each other.

Responsible persons of the departments concerned in Zhejiang briefed the
delegation from the Shanghai municipal government on the work done in
Zhejiang to develop the economy, promote economic cooperation, and reform
the economic structure. The delegation gave briefings on Shanghai's
economic growth. During the talks, the two sides discussed economic cooper-
ation projects in which both were interested and exchanged opinions exten-
sively about making advances through joint efforts in the future.

While in Zhejiang, the Shanghai municipal government delegation toured
Shaoxing and visited the Hangzhou No 2 Traditional Chinesc Pharmaceutical
Factory.

CSO: 4006/401
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YUNNAN ECONOMIC, TECHNOLOGICAL COOPERATION MEETING ENDS
HK140359 Kunming Yunnan Provincial Service in Mandarin 2300 GMT 12 Feb 85

[Excerpt] Responsible comrades from 128 counties in 17 prefectures, autono-
mous prefectures, and cities, and from relevant provincial units, as well as
personnel of the economic and technological cooperation office recently held

a discussion meeting in Kunming. They reached an initial agreement on develop-
ing 200 cooperative items within the province, and also put forth some items
involving cooperation with other provinces and regions, and items of assis-
tance geared to each other's needs.

In 1984 the province achieved marked results in economic and technological
cooperation and mutual assistance geared to each other's needs. Contracts
were signed last year on some 2,000 items of cooperation within the province
and cooperation with other provinces and regions.

To sum up experiences and further create a new situation in economic and
technological cooperation and assistance geared to each other's needs, the
provincial people's government recently held the provincial meeting on
economic and technological cooperation and mutual assistance geared to each
other's needs in Kunming.

On the basis of carrying out last year's cooperative items as put forth by
the Provincial People's Government, the meeting implemented the policy of
further opening up to the outside world and enlivening the domestic economy
and treated supporting town and township enterprises and economic development
in minority nationality areas as a focal point. The meeting raised a demand
of continuing to carry out 2,000 cooperative items this year. The province
will, in line with the spirit of developing cooperation in nearby areas as
convenient as possible, strengthen economic ties between departments in
various forms and discuss economic and technological cooperation items.

CSO: 4006/401
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ECONOMIC CONDITIONS IN SHANDONG STUDIED

Beijing JINGJI DIAOCHA [ ECONOMIC SURVEY] in Chinesc No 3, 1 Oct 83
pp 147-163

[Article by Guo Fuyou [0948 1318 2589], Liu Zhongquan [0491 1813 3123]
Gong Zhifeng [1362 1807 1496] and Tan Xiaopei [6223 2556 0271]:
"Economic Conditions of Shandong Province Surveyed"; editor in charge:
Zheng Youyun [6774 1635 00611]

[Text] 1In 30 years and more since the founding of the People's Republic,
Shandong has achieved great success in economic construction, although
the course it has taken had twists and turns and its expcriences were
both positive and negative. One very important point is that we must
have a comprehensive and correct understanding of the provincial con-
ditions so that our understanding of and guidance over economic work
will conform to objective realities. Now, based on the relevant data

and typical investigations, let us tentatively sum up and analyze
Shandong's economic conditions.

1. Basic Conditions of Shandong's Economy

Shandong is located at the lower reaches of the Huang He, facing Huang
Hai and Bo Hai. It consists of the peninsula and the hinterland portion,
and measures more than 700 km from east to west and more than 400 km
from north to south, with an area of 153,000 sq km, equivalent to 1.6
percent of the national territory. The province is divided into nine
prefectures, four municipalities directly under the province, and 133
counties and municipalities (districts). There are 2,106 rural people's
communes, 86,143 production brigades and 419,300 production teams. The
total population of the province is 73.94 million, which ranks third in
absolute number in the country after Sichuan and Henan, and second in
density, after Jiangsu. 1In 1981, the gross industrial and agricultural
output value of the province amounted to 47,604,000,000 yuan, the third
highest in the country, and the per-capita income was 651 yuan, ranking
10th in the country. Viewed from its geographical location and natural
conditions as well as its economic and technical foundations, conditions
in Shandong are fairly good and the hidden resources are fairly abundant
for national economic development. With these advantages, Shandong now
occupies an important place in the country.
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A. TFairly Superior Natural Conditions

Shandong lies in the warm-temperate zone with an average temperature of
11°C - 14°C. It has a frost-free period of 180 to 220 days, 2,290 to
2,896 hours of sunshine and a sunshine rate of 60 to 65 percent, which
is below only that of North China and the northwest. It is one of those
regions with rich solar resources in our country. TIts average annual
rainfall is 550 to 950 mm which is beneficial to crop farming and the
growth of various types of trees.

The province has a land surface of 229.26 million mu, including 126.08
million mu, 55 percent, of plains, approximately half of which are
alluvial plains of the Huang He. The land is flat with thick earth
layers and rich deposits of calcium and potassium, and is suitable for
agriculture, forestry and animal husbandry as well as mechanized pro-
duction. The plains are mainly the northwest Lu plain, the Bohai plain,
the Jiaolai plain and the Tailai plain. Hilly areas of 80.01 million mu
account for 34.9 percent of its territory. The large mountains are

Tai Shan, Lu Shan, Yi Shan, Meng Shan, Lao Shan, Culai Shan, Kunlunshan
and Daze Shan. Lakes and rivers of 2.43 million mu cover 1.1 percent

of territory. Among the rivers are the Grand Canal, the Yi He, the

Shu He, the Tuhai He, the Majia He, the Xiaoqing He, the Dawen He, the
Dagu He, the Wei He, and the Si He. Among the lakes are the Weishan Hu,
the Dushan Hu, the Nanyang Hu, the Zhaoyang Hu and the Dongping Hu.
Lowland of 20.74 million mu accounts for 9 percent of its territory. Of
the total land surface, 47.1 percent, or 108.32 million mu, is farmland,
and 9 percent, or 20.78 million mu, are forests. The planting of mulberry,
fruits, tea and oak occupies 2.3 percent, or 5.21 million mu of land;
saltfields occupy 0.3 percent or 650,000 mu; aquaculture, 0.8 percent,
or 1.82 million mu; barren mountains and wasteland, 3 percent, or 6.8
million mu; and others, 37.5 percent, or 86.37 mu. The soil in the
province can be classified into five major categories, namely, brown
earth, red clay, ridal soil [chao tu 3390 0960], shaOjiang [4263 1203}
black soil, and saline soil, in addition to a little rice soil. The
present soil nutrient is generally of low organic contents with nitrogen
deficiency, serious phosphate deficiency and partial potash deficiency.
The disease of trace element deficiency is now slowly spreading.

Shandong has a coastline of more than 3,000 km, one-~sixth of the
national total. It is the third longest after those of Guangdong and
Fujian. There are 296 large and small islands off the coast, and

fairly good natural harbors with ideal conditions for building large
ports. The coastal areas are good for developing marine production,
salt production, sea transport and foreign trade. The beach areas (from
the high-tide line down to a depth of 10 m under water) amount to 17
million mu including 3 million mu that is suitable for aquaculture. 1In
the coastal sea area of 140,000 sq km, there are good fishing grounds in
Laizhou Bay, Yanwei Shidao, Yushan and Haizhou. The quality of water
along the coast is good and the temperature is suitable for breeding
fish and shrimp. More than 200 types of fish and shrimp have migrated
to this area; more than 70 types can be commonly seen and some 30 types
are of economic value.
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B. Fairly Large Varieties of Mineral Resources

As we understand, more than 132 types of mineral resources have been
discovered in the country, 95 of them in Shandong. The deposits of 60
types have already been verified and many of them rank very high in

the country. The coal deposit has been verified to be 15,133,000,000
tons, 2.35 percent of the total verified amount in thecountry. Although
ranking 12th in the country, this deposit is fairly shallow and con-
centrated and therefore can be easily extracted. Besides, the coalfields
are mostly spread out on both sides of the Jiao-Ji and Jin-Pu railways
wtih good transportation facilities. Therefore, it is easy for the coal
to be transported to the hinterland or to be exported. There are 15
coalfields whose deposits have been verified to be more than 100 million
tons, and 7 of them have more than 1 billion tons each. Their deposits
amount to 85 percent of the total deposit. The petroleum deposit has
been verified to be more than 1.2 billion tons, 17 percent of the total
national deposit.

Among the metallic minerals in Shandong are gold, silver, copper,
aluminum, iron, lead and zonc. Gold and alumina are the two major
items. The gold deposit here ranks first in thecountry, and alumina
ranks fifth. There are also rich nonmetallic minerals. The deposit
of diamonds has been verified to be 10.75 million carats and a reserve
of 10,018,000 carats, 55.4 percent of the total national deposit, and
ranks first in the country in both deposit and output. The graphite
deposit is large in quantity and fine in quality. It can be easily
extracted and 5,306 million tons have been verified, in addition to a
reserve of 3,714,000 tons, 15 percent of the national deposit. It ranks
fourth in the country. Prospecting has also forecast a fairly large
deposit in Jiaodong Peninsula. The deposit of bentonite has been
verified to be 38.06 million tons, 40 percent of thenational deposit;
that od magnesite, 275 million tons, 10.1 percent of the national
deposit; and that of barite, 9.98 million tons, 20 percent of the national
deposit; these three items accounting for second place in the country.
The deposit of gypsum has been verified to be 808 million tons, 12.8
percent of the national deposit, and ranking third in the country. In
addition, there are refractory clay, quartz, natural sulphur, marble,
talc, terra cariosa, pearlite, zeolite, limestone, glass sand and so
forth.

C. Fairly Rich Resources for Agricultural Products

Shandong produces abundant agricultural products which can be divided
into five categories, namely, grain, cash crops, fruits, melons and
vegetables, animal husbandry products and marine products. Among the
grain crops are wheat, corn, gaoliang, millet, sweect potatoes, soybeans
and paddy. In the past several years, grain crops took up about 80
percent of the total sown area of 150 million mu. Of the 120 million mu
of grain crop area, wheat took up about 55 million mu, or 46 percent;
corn, about 30 million, 25 percent; sweet potatoes, nearly 20 million mu,
16 percent; and soybeans, more than 10 million mu, 8 percent. The millet
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of Jinxiang County (also called Jin millet) and the Mingshuixiang rice
of Zhangqiu County (also called Quantou rice) are of national fame,
since they were used as "tribute to emperors."

Among the cash crops are mainly cotton, peanuts, dured tobacco, hemp and
beetroots. Shandong is one of the five major cotton-producing areas of
the country. Most of the farmland, more than 40 million mu in area, in
the northwest is suitable for cotton planting. The present cotton
acreage in the province is about 15 million mu, according to a conservative
estimate. It is also one of the main peanut-producing areas in the
country. The huge tracts of sandy soil in Jiaodong and in the central
southern areas of the province are suitable for peanuts whose acreage
amounts to more than one quarter of the national acreage. It is about
10 million mu and ranks first in the country. The acreage of cured
tobacco is some 1 million mu, and ranks seconds after Henan.

Conditions are also favorable for producing fruits, melons, vegetables
and cocoons. It has a long history in the production of many varieties
of fruits, both fresh and dried. There are about 90 different varieties
of trees, either planted by people or growing wild, including more than
200 million fruit trees. The deciduous fruit trees of Shandong are mainly
of eight types, namely, apple, pear, peach, grape, date, persimmon,
walnut, and chestnut; there are also hawthorne, apricot and cherry.

The apples of Yantai, pears of Lailyang, the dates with golden fibers

of Leling, peaches of Feicheng, the delicious peach of Qingzhou, the
mountain grapes of Daze, the hawthorne of Taiyi, the gengbing [5105
7399] of Caozhou, the ginkgo o