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LEADING PRC ECONOMiST,ON REALIZING PROSPERITY
OW081209 Tokyo KYODO in English 1155 GMT 8 May 85
[Article by Susan Moffat]

[Text] Beljing, May 8, KYODO--Chinese policy is to "let some' people and some
regions get rich first," Huan Xiang, a member of the standing committee of the
people's congress, told Chinese and foreign bankers and manufacturers here’
Wednesday. o :

"The fact of some people becoming rich first as a result of their hard work
will serve as an example to reward the diligent and punish the lazy and will
get more people to join the ranks of the hardworking people to march towards
the goal of common prosperity," the leading economist and advisor to the
Chinese Academy for Social Sciences said. ‘ :

Speaking at a conference called "China Faces the Future," he continued:
"Common prosperity is not simultaneous prosperity.

"It is impossible to realize the goal of common prosperity for a large country
such as China with its ome billion people all at one go."

Huan also criticized China's former "extremely brittle and irrationél" over-
centralization, saying it had "emasculated what would otherwise be a vigorous
economy." ‘ ' ' * e

"The consequences of overcentralization are: the more centralized, the more
rigid; the more rigid, the lazier the people; the lazier the people, the
poorer they are and the poorer the people are the greater the need for cen-
tralization, forming a vicious circle." '

Many of the Western foreign bankers and industrialists present expressed
surprise and pleasure at Huan's choice of words. '

"It was a refreshingly right-wing speech. Mr. Huan sounded more right—wing
than Mr. (U.S. President Ronald) Reagan," commented one British businessman
who declined to be named. ' '

The conference was sponsored by the Bank of China and Euromoney publications
and aimed at building personal contacts between the 200 Chinese bankers and
provincial officials and 400 foreign financiers and manufacturers partici-
pating.

CSO: 4020/227
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PRC PLANNING TO SET UP PROGRESSIVE INCOME TAX
0W081217 Tokyo KYODO in English 1200 GMT 8 May 85
[Article by Susan Moffat]

[Text] Beijing, May 8, KYODO--The Chinese govermment is drafting a law to
enact a progressive income tax, Huan Xiang, a member of the standing
comnittee of the people's congress told a conference here Wednesday.

The purpose of the tax will be to régulate income disparities that are the
inevitable consequence of China's liberalized economic policies, the leading
economist told an audience of foreign and Chinese bankers and businessmen.

He said that a progressive income tax, "a method universally used in the
world" was preferable to arbitrary equalization of wages.

"We hold that even in socialist countries, due to the differences in mental
and physical powers, cultural and technical levels, skill of management, and
attitudes towards work among laborers, there cannot and should not be equal

pay for all.

"The question of polarization (of rich and poor) does not arise here," Huan
said.

"The government is also taking measures of a11 kinds to help the poor areas to
gradually become rich," he added.

CS0: 4020/227
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RENMIN RIBAO ON ECONOMIC SUPERVISION OF REFORM -
HK160701 Beijing RENMIN RIBAO in Chinese 13 May 85 p5

[Article by Wang Shulin [3769 2885 2651]: "Structural Reform and Economic
Supervision"] ‘ ' 4 ;

[Text] Reform Requires Ecoﬁomic Supervision

Large-scale socialized production has added new content to economic super-
vision and turned it into an important means for the state in controlling
economic life. Economic supervision essentially means supervision over
material interests. With reform of the economic structure depending step
by step, strengthening economic supervision has become a very urgent task.

Our reform of the economiec structure is aimed at invigorating the economy.
Reform has enabled the law of value to play a much greater role and the
material interests to become more influential in economic activities. In
our country, the material interest of the state is fundamentally identical
to, but may sometimes conflict with, that of an enterprise. Because of dits
position and its own interest, an enterprise is apt to proceed from its own
partial interest and do things which are advantageous to itself but disadvan-
tageous to society. For this reason the state must, through strict supervi-
sion, guide and force the enterprises to give first priority to the interests
of the state and consumers in the course of seeking to attain its economic
goals. '

As reform of the economic structure develops, the cooperation and exchanges
between enterprises will increase with each passing day. In developing this

~ kind of cooperation and exchanges, some enterprises may violate contracts and
may even benefit themselves at the expense of others and encroach upon the ‘
lawful rights and interests of others. The state is therefore necessitated
to strengthen supervision over the economic exchanges between enterprises and
to fairly and reasonably settle the "disputes” between them so as to maintain
normal order in the economic life. '

Practice shows that since the start of reform of the economic structure,

the economy as a whole has begun to flourish and, at the same time, some new
problems have cropped up, such as indiscriminate issue of awards in cash or
in kind, unauthorized increase of commodity prices, or increase of price in a
distinguished form. Especially when some kinds of commodities are in short



supply, some units or individuals take the opportunity to make exorbitant
profits. Although these problems are not caused by reform, they will have
evil influence on reform if they are not put under close supervision and are
allowed to spread unchecked. .

Supervision also plays a part in the seeking and feedback of information in
the course of economic operations. Through supervision the situation of the
-economic operations and the new conditions and problems arising in the
course of the economic operations are reflected to the economic decision- _
making system, which will. .adopt relevant measures to maintain healthy opera-
tion of the economic mechanism.

:Some comrades worry that strengthening economic superv181on may restrict the
initiative of enterprises and impede the efforts to invigorate the economy.
They have misunderstood. In a capitalist society, economic supervision is
like a spider's web reaching every corner of society, and yet the economy
there has not suffered from rigid control. A characteristic of the new eco- -
nomic structure we want to set up is that the unified leadership of the state
is combined with the independence of an enterprise. Only when necessary super-
vision is exercised to curb the illegal activities of a few enterprises will
it be possible to defend the legal and proper economic rights, interests and
initiative of the vast majority of the enterprises and to insure orderly and
lively economic operations.

Strengthen and Replenish the Supervisory Organs

The several main aspects of economic superv1s10n are as follows. 1) Financial
supervision. This comprises supervision over budgeting, superv1sion over -
taxes, and supervision over monetary affairs; 2) Supervision over plannlng.
This means supervision over the accomplishment of norms set in the state
plan. As the guidance plans are to be readjusted chiefly by means of the
economic levers, supervision in this respect is to be exercised chiefly over
the mandatory plans; 3) Market supervision. This means control of and super-
vision over the quality, prices, quantities, trademarks and contracts of com-
modities in the market; and 4) Credit supervision.. Through credit loans and
settlement of accounts, the banks exercise supervision over the production ‘and
business activities of and the use of funds by the ‘enterprises and establish~-
ments., In addition, economic supervision includes supervision over the
environment, labor (referring to protection and safety of workers), and so
forth. Economic supervision means supervision over activities in economic life.
Its contents and main aspects vary with the continuous development and changes
in economic life. At present, the most important thing is to strengthen
financial, credit and market supervision.

To exercise supervision in the various fields mentioned above, it is impera-
tive to strengthen and replenish the supervisory organs of various types and

at various levels. At present, the supervisory organs and the superv1sory
system are far from being perfect, and the supervisory forces are. very weak.
The existing supervisory organs of various types, such as offices in charge of
financial, statistical and banking affairs and price control, practically exer-
. cise supervision on a part-time basis and side by side with their work, so




that their supervision is incomplete. Among the full-time supervisory organs,
the industrial and commercial administrative bureaus were abolished twice. o
The auditing, patent and environmental protection offices, and the economic’
courts and procuratorates were set up only in recent years and have not been
performing their supervisory functions regularly. [HK160702] 1In short, the
economic supervisory organs of various types at present are lagging far behind
the actual needs of economic life, as far as the size and quality of their
staffs are concerned. A method to resolve this problem is that, from a
long-term viewpoint, the schools of various kinds train large groups of per-
sonnel specialized in economic supervision at various levels; meanwhile,

‘the leading organs of the enterprises (including companies of various descrip~-
tions) may transfer a number of competent cadres to replenish the economic o
supervisory organs. This not only meets the pressing need for personnel of
economic supervisory organs but also will "allay the swelling" and promote

reform of the leading organs of the enterprises.

The economic supervisory organs of various types usually adopt different

means and proceed from different angles to supervise the economic activities

in a given sphere, This easily gives rise to the situation in which some
matters are handled by many supervisory organs at the same time and other
matters are not attended to by any of the organs or are passed around them.

For this reason it is necessary to establish an organ at ‘the central level,
such as the Economic Supervisory Committee under the NPC Standing Committee,
which will consider the question of economic supervision all-sidedly, coor=
dinate the work of various supervisory organs, and comprehensively bring their
role into play so that they will complement each other in their work. Coor-
dination between the supervisory organs means not just mutual complement, but
also means mutual restriction. Among our economic supervisory”organs.'there

is no coordination, still less mutual restriction, so that it is very difficult
to discover and. correct: the deviations in supervisory work. Mutual restriction
may‘effectively-prevent some supervisory organs from malfeasance and such -
‘misdeeds as taking advantage of their functions and powers to demand and accept’
bribes‘and‘to'éngagevin_malpractiCes for selfish ends. :

Strengthen Economic Legislation

In social economic life, the state has to lay down in explicit and specific
terms in the form of law what it protects, what it opposes, and what it prohi-
bits so that people will have the law to follow and ‘the economic supervision -
may be exercised. according to law. Our country's economic law is incomplete
at present, This will directly impair the authority of the economic super-
visory organs and restrict the effective exercise of their functions and -
powers. :

A thorny problem at present in formulating the economic law is: Attention
should be paid to the pressing need for solving the actual problems in economic
life and maintaining normal economic order; it is necessary to adopt a prudent
policy, to make the law scientific, and to avoid haste in legislative work,

or otherwise this may end up in shortcomings. Two methods may be adopted in
resolving this contradiction: - o '



The first method is that some important economic laws and regulations should
be laid down in the form of a draft, rules, or provisional regulations, and
announced by the State Council for implementation. When conditions are ripe,
they are to be promulgated in the form of law by the state legislative organs.
This method has been confirmed recently by the NPC Standing Committee. It is
necessary to go into detail here.

The second method is to strengthen economic legislation in cities, especially
the large~ and medium-size cities. Our country has a vast territory, and its
various regions differ from one another in economic development. Under these
circumstances, economic legislation should bring the role of the middle level,
especially that of the large~ and medium-~size cities, into full play. In
handling some problems which do not affect the overall situation, a city may
formulate laws according to its situation to meet its needs of economic super-
vision. In handling some problems which affect the overall situation and
before the state has promulgated unified rules and regulations, a city may
formulate local rules and regulations in principle and in accordance with the
general requirements of the economic reform. On this basis, the state may
formulate unified laws and regulations. In the past in supervising economic
work .the city authorities directly meddled in the affairs of enterprises and
took the work of enterprises into their own hands. In the future, in managing
economic matters, the city authorities should on the one hand provide services
for the economic activities of enterprises and on the other hand supervise the
economic.activities of enterprises. Economic legislation should become a funda-
mental, important part of the content of the urban economic management in the

future.

It is necessary to point out that we should draw on the experiences of foreign
countries, especially the Western countries, in economic supervision and
legislation, For example, for the sake of protecting the rights and interests
of consumers, some of these countries have formulated basic laws for protect-
ing the consumers, which stipulate the state's basic policy of protecting the
consumers' interests, the procedures of lodging ¢omplaints by the consumers,
and the power to deal with violations of law. Encompassing these basic laws,
a series of affiliated laws governing commodity and labor service supplies,.
safety and marks (indications)-of‘commodities, supervision of advertisements,
and responsibilities of manufacturers, have been laid down. ‘A comparison
shows that in our country the consumers' rights and interests are not pro-

tected by law.

CSO: 4006/625
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STATE COUNCIL TRIAL DEPRECTIATION REGULATIONS

OW160428 Beijing XINHUA Domestic Service in Chinese 0855 GMT 8 May 85

[Text] Beijing, 8 May (XINHUA)-~Trial Regulations of Depreciation of State
Fnterprises' Fixed Assets ' ‘ : .

(Promulgated by the State Councilen 26 April 1985):

Chapter I. -General-Principlés

Article 1. These regulatibns are formulated with the objective of strengthen-
ing management of state enterprises' fixed assets, improving efficiency of

their use, accurately calculating depreciation rates, putting depreciation
funds to rational use, and improving the assets' economic performance.

‘Article 2. Depreciation of state enterprises' fixed assets is meant to com=

pensate for the decreased value of fixed assets caused by wear and tear. The
compensation takes the form of drawing depreciation funds on the basis of the

" fixed assets' original values and their prescribed depreciation rates, or of

drawing funds for equipment replacement or technical transformation on the
basis of output and prescribed standards.

Article 3. All state enterprises which practice independent economic account-
ing, including industrial enterprises; agricultural-enterprises;»commercial,
foreign trade, and commodity supply and marketing enterprises; banking,
investment and insurance enterprises; urban areas' public utilities, cultural
and educational enterprises, as well as other state enterprises, must accur-.
ately estimate, withdraw, and spend the depreciation funds and institute
systems of responsibility in administering fixed assets and depreciation
funds according to these regulations.

Article 4.'_Depreciation funds (including funds for equipment replacement and
technical transformation) must be used specifically for the prescribed
purposes. : ‘

Chapter II. .The Scope of Withdrawal of Depreciation Funds

Article 5. Fixed assets listed below are entitled to depreciation funds:



1. Houses and buildings;

2, machinery, meters and gauges, means of transportation, which are still in
use; ‘ ~

3. ~equipment which is not used.seasonally'or for overhaul; and -
4, economic forests owned by agricultural enterprises.

Article 6. Fixed assets listed below are not entitled to- depreciation funds.'

1. Land;

2. fixed assets that have been completely rebullt through repeated partial
overhauls; and ,

3. unused or nonessential equipment.

Article 7. Fixed assets that have exhausted their depreciation funds are not
entitled to further depreciation funds. But those fixed assets which had
exhausted their depreciation funds prior to the promulgation of these regula-
tions are still entitled to dépreciation funds, provided they are still func~
tionally sound, they cannot be replaced by more advanced equipment for the
time being, and. they are still needed before 1990, They are not entitled to
deprec1ation funds after 1990. g ' B -

Article 8. Equipment in Workshops whose operation has been suspended for 'l
month or more, and enterprises whose operation has been basically suspended,
are not entitled to depreciation funds. Equipment from enterprises without
sufficient production quotas, or which are only partly operational, is entitled
to half the amount of depreciation funds, except those for which the state has
prescribed otherwise. .

Article 9. Owing to technological progress, outmoded equipment that must be.
replaced by advanced models, as well as equipment which consumes a great

amount of energy and should be replaced according ‘to state regulations,'shall
be scrapped with the approval of the enterprises' responsible departments.

They are entitled to the unused portions of depreciation funds. However, fixed
assets which have been scrapped ahead of time owing to mismanagement and the
like are not entitled to the unused portions of depreciation funds. Co

Article 10. Mining enterprises' pit shafts, pit corridors, and their related
surface and underground facilities and railway tracks, roads and otherltempor-
ary facilities of mining and logging enterprises are entitled to funds for
equipment replacement and technical transformation according to the standards
set on the basis of their output and the state's regulations.

Chapter I1I. -The BasiS'for Calculating and Withdrawing Depreciation Funds‘

Article 11. The orig1na1 value of of the fixed assets shall serve as the basis
for calculating their deprec1ation. ,




The original value of fixed assets purchased and built with capital construc~
tion funds or loans shall be determined by the value their sponsor has
registered in the property record. ' ' : C

The original value of fixed assets purchasedbor built with special-allocations,
special funds, or special loans gshall be determined by the actual purchase or
construction costs. ' : -

The original value of fixed assets acquired by payment shall be determined by
their~allocation rates or prices negotiated by both sides, plus the packaging
fees, freight and installation fees. - : . '

The original value of fixed assets acquired free of charge shall be the value
reported by the donor ‘minus the original installation fees, plus the installa-
tion cost paid by the recipient. ' oo

[OW060429] Article 12. The composite-life method (that is, the straight-line
method--this notation also applies below) and the work amount method [gong zuo
liang fa [1562-0155 6852 3127]] are used in calculating and deducting deprecia-
tion. 1 : : Co o '

Artiélé 13.:,Dep£eciation*6n the féllowing special equipment éhall be calcu~
lated and deducted by the work amount method: . - ’ ‘ : ~

1. Depreciation on passenger and cargo motor vehicles owned by transportation
enterprises and by automotive transportation teams of other enterprises shall

be calculated and deducted according to the depreciation rate per unit of mile-
age and the actual mileage covered by the vehicles; - . '

2. -depréciation on large equipment shall be calculated and deducted according
to .the depreciation rate per hour and the actual working hours the equipment.
was used; and ” : :

3., .depreciation on large construction equipment shall be calculated and
deducted according to the depreciation rate per set-shift [tai ban [0669
3803]] and the actual number of set-shifts. - : : ;

Article 14.  Depreciation on fixed assets other than those specified in
Article 13 shall be calculated and deducted by the composite-life method.
That is, it shall be calculated and deducted at an equal yearly rate worked
out on the basis of the asset's original cost, the number of years of depre-
ciation, and the net remaining value of the asset. ' :

Articié*15.=_Depréciationvshall be deducted on a monthly basis and the amount
of depreciation included in the cost for each month. :

With regard to production equipment of enterprises whose production is of a
seasonal nature, the amount of depreciation for a year shall be deducted in .
full within the production period of that year and included in the cost for
the production period. ' ° ST . o



Chapter IV, Depreciation Rate and Depreciation Amount Per Unit

Article 16. Depreciation on fixed assets shall be calculated and deducted
according to their categories. The life for depreciating different cate-
gories of fixed assets 1s determined by their actual and natural wear and tear.
For equipment and 1arge prec151on instruments for which ‘technology is develop-
ing rather rapidly, approprlate consideration may be given to the intangible
loss of value factor. The life for depreciating various categorles of flxed
assets is listed in the attached table. :

Article 17.° The deprec1at10n rates and amounts of deprec1at10n per unit are
determined as follows. .

1. Where the comp031te-11fe method is applied, the depreciation rate shall be
determined on the basis of the amount obtained by subtracting the net remaining
‘value of the fixed asset from its original cost and the number of years it has
been depreciated. The net remaining value of the fixed asset is the amount of
the remaining value minus the liquidation expense. :

2. The depreciation rate for special equipment where the method of work
amount (mileage, working hours and number of set-shifts worked) is applied
shall be determined on the basis of the amount obtained by subtracting the
net remaining value of the equipment from its original cost and the total
work amount (total mileage, total working hours, and total numbers of set-
shifts) that is set for the equipment.

Article 18. For all categories of fixed assets, the net remaining value shall
be from 3 to 5 percent of the original cost. The actual ratio is to be deter-

mined by the competent authorltles of the enterprise and reported to the finan-
cial department of the same level for records.

Chapter V. Appllcatlon of the Deprec1at10n Fund

Article 19, The depreciation fund is the main source of funds for renovation
and transformation. Its uses include the following:

1. Renovation of machinery and equipment and rebuilding_of houses and other
buildings;

2. technical transformation of fixed assets aimed at raising product quality,
increasing product variety, and reducing the consumption of energy or raw and

other materials;
3. measures for trial-production of new products;

4., measures for multipurpose use of materials and for disposal of the "three
wastes" [waste gas, liquid and re31due],

5. measures for insuring'labor safety; and

6. purchase of odd fixed assets.
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[OW160430] Article 20, The depreciation fund retained by the enterprise may
be used for measures to renovate or transform its fixed assets and to make
technological advances under a unified plan in conjunction with the production
development fund and new product trial-manufacturing fund set aside from the
profit the enterprise has retained after paying taxes. When the enterprise

is carrying out the overhaul of a fixed asset in association with a techmical
transformation, the depreciation fund may be used in conjunction with the
overhaul fund as long as such usage will insure normal progress of the over-—

. haul wotrk.

Article 21. The depreciation fund canmot be used for new construction projects
-and expansion projects or for expenses of a capital construction nature.

Chapter VI. Management and Supervision of the Depreciation Fund

Article 22. ©Enterprises and the competent authorities over them shall work
out medium- and long-term as well as annual plans for renovation and transfor-
mation of their fixed assets. Major projects listed in the enterprises' plans
for renovation and transformation of the fixed assets shall be reported to the
higher-level leading organs for approval in accordance with the established
procedure. o ’ :

Article 23. In using the depreciation fund, the enterprise shall comply with
the principles of setting aside the amount of depreciation before using it and
keeping the expenditure within the limit of the depreciation amount. They
shall see to it that this fund is truly used for renovating and transforming

" equipment and for making technological advances. Before each renovation and
transformation project is started, it is imperative to analyze its economic
benefits and to institute a strict responsibility system. '

Article 24. The competent authorities over the enterprises shall be responsi-
ble for examining and supervising the use of the depreciation funds, the
enterprises' implementation of the renovation and transformation plans, and
the economic results achieved.

‘Articleé 25. Financial and taxation departments and banks with which the
enterprises have accounts shall examine and supervise the establishment and
- use of depreciation funds and the enterprises' im