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ON KNOWLEDGE AT A HIGHER LEVEL
Beijing RED FLAG in Chinese No 12, 16 Jun 84 pp 2-8
[Commentator's article]

[Text] "Knowledge at a higher level" is an important idea of the Marxist
theory of knowledge expounded in "On Practice'" by Comrade Mao Zedong, and

is the process and law of man's knowledge. ‘Seriously studying and mastering
the viewpoint of "knowledge at a higher level" of Marxism in combination
with practice has an important significance to our building socialism with
Chinese characteristics and creating a new situation in building socialist
modernization in an all-round way.

I

Comrade Mao Zedong pointed out in '"On Practice” that in order to change the
realistic things, it is necessary to know the realistic things. And the
realistic things are not easily known, and it is necessary to go through a
process of development of knowledge from the shallower to the deeper on the
basis of practice. Start from perceptual knowledge and develop it into
rational knowledge, then start from rational knowledge and actively guide
practice; and with the development of practice, new perceptual knowledge is
continuously acquired, and the new perceptual knowledge is continuously
developed into new rational knowledge. In this way, practice, knowledge,
again practice, and again knowledge. This form repeats itself in endless
cycles, and progresses gradually in depth. This is the Marxist theory of
knowledge. In recent years, our party has had a new understanding regarding
"knowledge at a higher level" as described by Comrade Mao Zedong.

What is called "knowledge at a higher level means a continuous and con-
stantly renewed process of knowledge, which includes not only the longi-
tudinal deepening and latitudinal extension of knowledge, but also cor-
recting mistakes and renewing knowledge. Concretely speaking, we should
not be satisfied with the knowledge gained by others or by our predecessors,
nor should we remain at the same level of knowledge already gained by our-
selves, and we should develop our knowledge according to the changes of
time, place, and conditions. That is, we should continue to develop our
correct knowledge, correct our incorrect knowledge, increase new knowledge,
and replace outdated knowledge. Only in this way, can we continue to




emancipate our minds and promote our undertakings. This is a truth repeat-
edly borne out by the history of our party and the practice of the Chinese
revolution.

Our party, in the initial years after its establishment, did not grasp the
rules of the Chinese revolution, resulting in repeated failures and experi-
encing the painful process of struggle-failure-struggle again-failure again.
In the course of this, our party persisted in acquiring "knowledge at a
higher level," and gradually obtained a clear understanding of China's sit-
uation; the entire party realized that the road of Jingganshan with the
countryside encircling the city developed by Comrade Mao Zedong was a road
leading to the victory of the Chinese revolution, and that the military line
formulated by Comrade Mao Zedong was a magic weapon for defeating the enemy
in the form of the weak overcoming the strong. This led to the holding of
the Zunyi meeting. From that time onward, under the leadership of the CPC
Central Committee headed by Comrade Mao Zedong, the people's revolution suc-
ceeded in the great country of China in only 14 years. After the founding
of the country, regarding the question of how to carry out the socialist
construction in China, there was a lack of understanding at the initial
stage. In the 27 years from the founding of the country to the death of
Comrade Mao Zedong, we gradually gained a certain knowledge and accumulated
certain experience, but we still did not truly master the rules governing
the socialist construction of China. As a result, on the one hand, great
achievements were made in our socialist construction; on the other hand,
there were also serious setbacks and losses. We have carried on our work
for more than 7 years since the death of Comrade Mao Zedong. During these

7 years, the first 2 years saw the process of hesitating and wavering without
positive results; in the latter 5 years since the 3d Plenary Session of the
1lilth CPC Central Committee, our knowledge has become comparatively correct
and clear, and consequently our socialist cause has been getting better and
better with growing vitality and prosperity. It should be said that this is
the result of our gaining "knowledge at a higher level." Since the third
plenary session, we have conducted an overall "bringing order out of chaos"
in terms of the guiding ideology, which, in the terminology of philosophy,
amounts to "knowledge at a higher level." It is "knowledge at a higher
level” regarding the "Great Cultural Revolution," an understanding that the
"Great Cultural Revolution" did not have any revelutionary significance or
progressive function, and that it was an internal disorder wrongly initiated
by the leadership, utilized by counterrevolutionary cliques, and bringing
serious disasters to the party, the state, and the people of various
nationalities, and it should be radically negated both theoretically and
practically; at the same time, it is also "knowledge at a higher level"
regarding the 17 years before the "Great Cultural Revolution," an understand-
ing that in those 17 years, things were neither completely correct nor com-
pletely wrong, but that the main aspects were correct, but there were also
mistakes, principally the "leftist" mistakes, and consequently truth must be
adhered to with mistakes corrected in the spirit of looking at things from
both sides. It is precisely in the course of this "knowledge at a higher
level” that we carry out studies on the new conditions and problems raised
in practice, with the result that we begin to understand the laws governing
the socialist construction of China and to gradually make clear the path that




we should take in building socialism. Without this "knowledge at a higher
level," there would not be the good and burgeoning situation of China today,
which is a fact seen and acknowledged the world over.

Take the question of socialism in the countryside for example. The "social-
ist upsurge in China's countryside' compiled under Comrade Mao Zedong's
personal supervision in the 1950's reflected our level of knowledge about
the countryside at that time, and it was a document in guiding the socialist
transformation of agriculture. It has undergone the test of practice for
more than 20 years, and since the 3d Plenary Session of the 1llth CPC Central
Committee, we have effected a fresh understanding of our countryside. More
than 20 years have elapsed since the cooperative movement took place. Why
is it that the appearance of the countryside has not been greatly changed?
Where does the crux lie? Through gaining "knowledge at a higher level," it
was discovered that the key problems were, despite the basic solution of the
problem of private ownership, the hitches in operation and management, "eating
rice out of the same big pot," egalitarianism, and so on. We listened to
the views of the masses, summed up the creation of the masses, and worked out
and popularized various forms of contracted responsibility system with pay-
ment linked to output on household basis. This reform grasped the funda-
mental problem existing in agriculture, eliminated defects such as "eating
rice from the same big pot," and greatly mobilized the initiative and crea-
tivity of the broad masses of peasants. Thus the people are greatly
encouraged, different trades are thriving, and every year sees a new
appearance in the countryside. Obviously, if everything went on in keeping
with the spirit of the "socialist upsurge in China's countryside" without
realizing "knowledge at a higher level," there would never be such a great
change and development in China's countryside as is witnessed today. This
fact vigorously proves how important the question of "knowledge at a higher
level" is in relation to the cause of our party. Every one of us should pay
attention to this truth, and truly know that it is necessary to have a con-
tinuous understanding of things, or even to renew the understanding of
things, so as to consciously conduct "knowledge at a higher level" without
interruption. Whoever refuses to carry out this kind of "knowledge at a
higher level" will fall behind in our era, and this is an irrefutable and
definite law.

Here, one thing we must pay attention to, that is, through the practice in
the last 30-odd years since the founding of the country, the level of
knowledge of our CPC Central Committee has been greatly raised. However,
the level of knowledge of many of our comrades engaged in local work and
departmental work falls greatly behind compared with that of the central
authorities. When we speak of the fulfillment of the task of "bringing
order out of chdos" in terms of guiding ideology, we refer mainly to the
line, principles, and policies of the central authorities. As for the

task of "bringing order out of chaos" in many local organs and departments,
there is still a lot of work to be done. Our comrades engaged in local work
and departmental work should, through gaining "knowledge at a higher level,"
emancipate the mind, enhance consciousness, and reduce or even bridge the
gap in comparison with the level of knowledge of the central authorities.
Only thus can we truly keep pace with the central authorities politically,




implement well the line, principles and policies of the central authorities,
and fulfill, comparatively well, the tasks assigned to us by the party and
the people.

At present, in our country, reform has become a general trend enjoying the
support of the people. It is a radical measure to continuously perfect the
socialist system, and is the only way to build socialism with Chinese char-
acteristics. It is necessary to gain "knowledge at a higher level"” in order
to carry out reform. There will be no reform and cannot possibly be any
reform without gaining "knowledge at a higher level" regarding the ever-
developing practice, the existing regulations and systems, and the mentality
and methodology of people--in short, there will be no reform without a great
emancipation and change of the ideology both inside and outside the party
and without involving people from the upper levels to the lower levels.

When knowledge is enhanced a step further, the reform will advance a step
further, and the more correct knowledge is, the better the reform will be--
this is a law, a truth already bornme out by the reform in the countryside.
Many of our concrete systems currently in practice were basically formulated
more than 20 years ago, and some of them already became outdated long ago.
Hence, if reform is not conducted, there will be no way out. Comrade Deng
Xiaoping pointed out as early as 1978: "If we do not practice reform now,
our modernization drive and our socialist cause will be ruined." ("Selected
Works of Deng Xiaoping," p 140) 1In the face of such a harsh reality and
truth, many of our comrades still fail to have a clear understanding. They
are fettered by some unrealistic and incorrect ideas and modes, resulting

in nervousness and indecision, hesitating at every step on the road of
advance. We must realize that without "bringing order out of chaos," there
would never have been today's excellent situation, and, similarly, without
carrying out a series of reforms, it will be impossible to gain a victory

in building our modernization. With regard to such a great problem as
reform which has a great bearing on our cause, we must have a sufficient
understanding and full ideological preparations. The task of completing

the reform falls historically on the shoulders of the people of the present
generation. Daring to reform is the moral character of revolutionaries.
Every CPC member and revolutionary should, through gaining "knowledge at a
higher level," cast off all the old conventions and outdated ideas which do
not suit the new situation, enhance self-consciousness, increase the sense
of urgency, make a resolve to reform, strive to explore new ways, catch up
with the pace of the times, and be a promoter of reform.

IT

The Marxist theory of knowledge tells us that knowledge has two important
links, or two difficult tasks, that is, starting from the particular to the
general, and then from the general to the particular. If any problem
relating to these two links is not solved well, mistakes will be made. In
order to correctly understand and transform the world and to continuously
gain "knowledge at a higher level," it is essential to tackle well these
two links and fulfill these two tasks.




Comrade Mao Zedong said in his "On Contradiction": '"Regarding the sequence
in the movement of man's knowledge, there is always a gradual growth from
the knowledge of individual and particular things to the knowledge of things
in general. Only after man knows the particular essence of many different
things can he proceed to generalization and know the common essence of
things. When man attains the knowledge of this common essence, he uses it
as a guide and proceeds to study various concrete things which have not yet
been studied, or studied thoroughly, and to discover the particular essence
of each; only thus is he able to supplement, enrich, and develop his
knowledge of their common essence and prevent such knowledge from withering
or petrifying. These are the two processes of cognition: One, from the
particular to the general, and the other, from the general to the particular.
Thus cognition always moves in cycles and (so long as scientific method is
strictly adhered to) each cycle advances human knowledge a step higher and
so makes it more and more profound." ("Selected Works of Mao Zedong," Vol 1,
pp 284-285)

Now let us first take a look at the first link. From the particular to the
general, or, from the concrete to the abstract, means, through the scientific
abstraction and the cognition of the common essence and laws regarding numer-
ous and complicated things, the formulation of correct general policies,
specific policies, and principles of transforming objective things is
achieved. This is the first process of cognition. Without carrying out and
completing this process, people will tend to become confused and perplexed

in the face of numerous and complicated things, and they will be at a loss
what to do next, being incapable of making clear their objectives and orien-
tation. Under these circumstances, they will either remain passive without
doing anything useful, or resort to rash actions; and in either case, it will
not be possible to transform the world correctly. Facts have educated us
that we must learn to proceed from the particular to the general, that is, to
carry out scientific abstraction of complicated things. In this respect, the
classical writers and the CPC Central Committee are fine models for us. As
the saying goes: "When a woman gives birth to nine sons at the same time,
there will be ten different characteristics." There are billions of people
in this world, and each person has his or her own characteristics, and
"different faces represent different hearts." But do they have common char-
acteristics? What are the principal hallmarks that differentiate human
beings from animals? For thousands of years, this question had not been
made clear. With regard to innumerable philosophers, at home and abroad,
both ancient and modern, either they failed to see the difference between
human beings and animals, or they summed up this difference only in the
sphere of ideology. As a result, when they were confronted with the enigmas
of history, they either stared dumb-founded, or regarded them as the will
and creation of man or God, and at best they could only put forward some
fragmentary and shallow ideas. It was only Marx and Engels who, after
thorough studies and scientific abstraction, pointed out the essence of
things concisely, that is, the fundamental difference between human beings
and animals lies in the fact that man can make and use tools and carry on
labor in an environment of certain social relationship. Thus, "the key to
understanding the whole history of society was found from the history of the
development of labor." ("Selected Works of Marx and Engels," Vol 4, p 254)




As a result, the only scientific concept of history~-historical materialism--
was established. Take another case for example. After the smashing of the
"gang of four," our country was beset with a lot of problems and a mountain
of unsettled cases, with a multitude of things to be done and confusion of
ideas to be cleared up. What should be done after all? Everyone was think-
ing about this question. The principal responsible comrade of the then CPC
Central Committee put forward the "grasping the key link in running the
country," that is, to continue to "grasp the key link of class struggle.”
This not only failed to grasp the central point and essence of our country

at that time, but also upheld the erroneous practice of the "Great Cultural
Revolution." Comrade Deng Xiaoping, taking note of reality, overcoming
various kinds of obstacles, proceeding from practice, and summing up the
experiences and lessons in the last 20-odd years, after the work of exposing
and criticizing the "gang of four" had reached a certain stage, timely put
forward the proposal of transferring the key point of the party and the state
to the building of the socialist modernization. This truly grasped the cen-
tral point and essence of our country, conforming to the general feeling of
the party and the desire of the people. This proposal, once adopted by the
3d Plenary Session of the 1lth CPC Central Committee, effected a great turn-
ing point in the history of our party, opened up a new historical stage, and
guided our country onto a road of healthy development. We can often hear
some comrades say that this problem is very complicated and that problem is
also very complicated. True, things are always complicated. However, the
Marxist theory of knowledge is aimed at guiding us to proceed from the
individual to the general and from the concrete to the abstract, and to grasp
the central point and essence of things, that is, to simplify and clarify
complicated things., 1In building the socialist modernization, why is it that
some of our comrades are often irresolute and indecisive, and incapable of
creating a new situation? One of the reasons is that they do not know nor
study the Marxist theory of knowledge, and their methods of thinking are not
properly oriented. They are puzzled by complicated phenomena, and fail to
proceed from the individual to the general and from the concrete to the
abstract, thus seeing the "trees" without taking notice of the "forest,"

and being unable to grasp the central point and essence of things. Conse-
quently, they lack strategic foresight, and are unable to produce a plan that
is of decisive significance, tackling problems only when they have cropped up.
Thus, even though they are busy and hard at work, the creation of a new
situation has nothing to do with them.

Of course, it is not a simple and easy thing to proceed from the individual
to the general and to conduct scientific abstraction of complicated things.
Only through gaining practical experience, grasping abundant and pertinent
material, resorting to the ability of thinking in terms of theory, and being
good at reasoning, can it be accomplished. However, no matter how difficult
it is, it is needed for knowing the world and transforming the world, and
we must learn and grasp it.

Now we come to the second link. After conducting and completing the process
of proceeding from the individual to the general, there is still the second
process, that is, to proceed from the general to the individual, or, from
the abstract to the concrete, which means that the knowledge already known




and the general policies, specific policies, and principles already formu-
lated are to be returned to the individual and the particular, with investi-
gation and studies conducted on things not yet known or not yet comprehen-
sively known, so as to continue to deepen our understanding, and revise,
perfect, and develop our general policies, specific policies, and principles
so that they do not become ossified. It is more important to solve this
link well. Why? It is because the objective things are numerous and varied,
and not uniform without variation. The general always resides in the indi-
vidual, the universality of contradiction always resides in the particularity
of contradiction, and the general character always resides in the individual
character. However, the general, universality, and general character can by
no means reflect or include the whole of the individual, particularity, and
individual character. That is, in comparison with the general, universality,
and general character, the individual, particularity, and individual charac-
ter are richer and more complicated. Therefore, it is wrong to think that all
problems will be solved once the general laws are grasped, because this is
only the ignorance of the innocent. Lenin pointed out: "With respect to any
general historical thesis, if it is used in a particular situation without
making special analysis of the conditions of that situatiom, it will turn
out to be empty talk." ("Collected Works of Lenin," Vol 27, p 34) This
teaching of Lenin explicitly tells us that after the general has been known,
it must be returned to the individual and the particularity, so that the
general can be combined with the individual and the particularity, thereby
finding out the concrete ways and methods of solving various kinds of prob-
lems. Historically, dogmatists such as Wang Ming did not understand this
concept, which caused great losses, not without lessons in blood, to the
Chinese revolution. They did not understand, and they did not want to under-
stand, that revolution in a country such as China, which was a large semi-
colonial and semifeudal country in the east, was bound to encounter many
special and complicated problems. And they just rigidly followed the gen-
eral principles of Marxism-Leninism and copied the experience of the Russian
Revolution, consequently dragging the Chinese revolution almost to an impasse.
We should remember this lesson forever. For another example, the documents
of the CPC Central Committee and the instructions of the upper levels should
be executed. However, when carrying out the instructions, the party com-
mittees at all levels should combine the central documents and the instruc-
tions of the upper levels with the conditions of the local areas and their
own units. Because the central authorities proceed from the general condi-
tions of the whole country, the instructions and regulations can only com-
prise the general principles and cannot give consideration to everything

and arrange all things perfectly. Therefore, if the opinions of the central
authorities and the upper levels, even though they are correct ones, are not
combined with the conditions of the local areas and units so as to make them
more concrete, and things are done exactly as instructed in the capacity of
a "reception office," it is absolutely impossible to do the job well. Com-
rade Mao Zedong criticized this practice more than 50 years ago as "the most
ingenious method of opposing the instructions of one's superiors of staging
a slowdown in executing the instructions." ("Collected Works of Mao Zedong
on Rural Investigations," p 3) In accordance with the principle of proceed-
ing from the general to the individual, when learning and popularizing the
advanced experiences, we must analyze these experiences and should not




follow them rigidly and mechanically in disregard of specific conditions.
The analysis should include: Under what conditions have these experiences
been obtained? What conditions are they suited to? Which of these experi-
ences has the nature of universality? And which of these are practical
measures without the nature of universality? For example, the basic experi-
ence of implementing the contract responsibility system with payment linked
to output on household basis in rural areas with the result that the prac-
tice of "eating from the same big pot" is eliminated is doubtless of uni-
versal significance, which should be actively applied in various trades and
professions in cities. However, the conditions of cities are quite differ-
ent from those of rural areas. Therefore, the concrete forms of the
responsibility system practiced in the countryside should not be copied
mechanically, and various kinds of concrete methods of casting off the
system of "eating from the same big pot" should be gradually worked out so
as to suit the particularities of cities. Comrade Zhao Ziyang pointed out:
"There are both similarities and dissimilarities between the reforms in
agriculture and those in urban industrial and commercial enterprises., The
similarities are evident in that in both cases the reforms have made it
possible for the production and commercial units and the working people to
link their material interests closely with the fruits of their labor and
with the expansion of the material production of all society and hence
unleash their initiative. However, as there are different types of owner-
ship, levels of the production forces and extent of socialization, reforms
in the cities are more complex than in the countryside. Therefore, we
should draw from the experience in rural reforms only what is common to
both and must not mechanically apply the specific forms of operation and
management suited only to agriculture to urban industrial and commercial
enterprises and other undertakings." ("Réport on the Work of the Govern-
ment" delivered at the First Session of the Sixth NPC on 6 June 1983)
Absolutism should never be practiced not only regarding the knowledge and
experience of others, but also regarding one's own knowledge and experience
(including the correct knowledge and successful experience), and things
should never be done only by relying on one's past experience, leading to
the neglect of one's responsibility of understanding fresh things and
creating new things. 1In short, if attention is not paid to proceeding from
the general to the individual, or, from the abstract to the concrete, one
is liable to cast off creativity in doing one's work, violate the principle
of handling things properly in accordance with specific conditions of time,
place, and individual matters, and commit the mistakes of sticking to old
ways and doing things in a rigid and mechanical way. The end result would
be either running into a stone wall, or showing inability of solving any
problems, or making a mess of things. This is the most undesirable prac-
tice of all communists and revolutionaries.

Comrade Hu Yaobang pointed out: "In order to satisfactorily combine the
universal truth of Marxism with the concrete practice of the construction
of the socialist modernization and to satisfactorily combine the party's
principles and policies with the concrete matters in various fields, it is
essential to correctly understand and handle the relationship between the
general and the individual in terms of the theory of knowledge." ("The
Radiance of the Great Truth of Marxism Guides Us in Our March Forward")




The two links of proceeding from the individual to the general and from the
general to the individual are closely linked together and cannot be separated.
Without proceeding from the individual to the general, there would not be
proceeding from the general to the individual, and without proceeding from
the general to the individual, proceeding from the individual to the general
would prove to be meaningless because its role of guidance in knowing and
transforming the world would not be realized and brought into play. The
relationship between the general and the individual, or the relationship
between the universality of contradictions and the particularity of contra-
dictions, or the relationship between the common character and the indi-
vidual character, is the "quintessence" of the problem concerning the con-
tradiction of things. And ignorance of it amounts to casting away dialec-
tics. Casting away and violating dialectics entails punishment. At any
time and in doing any work, we should oppose the mistake of only emphasizing
particularity and difference without paying attention to universality and
common character, and we should also oppose the mistake of only emphasizing
universality and common character without paying attention to particularity
and difference. Only in this way, that is, closely integrating the general
with the individual, the universality of contradictions with the particu-
larity of contradictions, and the common character with the individual
character, can we make our minds sober, our orientation clear and definite,
our measures concrete, and our methods appropriate, so that we can overcome
various kinds of difficulties and fulfill various kinds of tasks. In the
process of gaining "knowledge at a higher level," correctly understanding
and handling the dialectic relationship between the general and the indi-
vidual is a matter of great importance which merits our constant attention.

III

"Knowledge at a higher level" is a universal rule of the understanding of
things and is also the process of knowledge experienced by everyone. How-
ever, only Marxism is able to give it a clear and definite exposition and
makes it an important concept in the Marxist theory of knowledge. As for
the philosophers before Marx, not only the agnostics negated and cancelled
the task of acquiring "knowledge at a higher level," but also other philoso-
phers, including many materialists and idealists, did the same. They gen-
erally regarded their knowledge as the most comprehensive and absolute truth
applicable to all ages, "the perfect truth that leaves nothing to be
desired.” Thus, the question of acquiring "knowledge at a higher level"
naturally did not exist. Even Hegel, who had made great contributions to
the development of dialectics, was no exception. On the one hand, Hegel
propagated and emphasized the dialectics which cast off all dogmatic things
and negated the theory that man's knowledge and the result of actioms
possessed an ultimate nature, and on the other hand, he declared all the
dogmatic content of his system of philosophy to be the absolute truth, that
is, he regarded his own knowledge as the highest degree of and ultimate
knowledge. Right from the start of its establishment, Marxism was against
any form of dogmatism. In 1843, Marx declared: "I am against the idea that
we should raise the banner of dogmatism," "but hope to discover the new
world in the course of repudiating the old." ("Collected Works of Marx and
Engels," Vol 1, p 416) After that, especially after Marxism defeated various




kinds of erroneous ideological trends in the worker movements and attained

a dominant position, Marx and Engels time and again emphasized: "Our doc-
trine is not dogmatism but a guide to action." This clearly indicates that
Marxism is a theoretical system which resolutely upholds attaining "knowledge
at a higher level," and is a theoretical system which demands continuous
development. Hence, any practice of making Marxism dogmatic or absolute

is wrong.

Comrade Mao Zedong said: '"Marxism-Leninism has in no way exhausted truth
but ceaselessly opens up roads to the knowledge of truth in the course of
practice." ("Selected Works of Mao Zedong," Vol 1, P 272) This thesis of
Chairman Mao's profoundly expounds the essence and characteristics of
Marxism-Leninism. The history of the development of Marxism is a history
of gaining "knowledge at a higher level," and is also a process of cease-
lessly "proceeding from the individual to the general, and from the general
to the individual." Without "knowledge at a higher level" regarding the
new historical conditions and special circumstances under the guidance of
the general principle of Marxism, there would never have been Leninism or
Mao Zedong Thought. The development of Marxism is closely linked to ,
"knowledge at a higher level." The vitality of Marxism lies in its close
integration with practice and with "knowledge at a higher level which is
closely associated with practice. This process of gaining "knowledge at a
higher level" is endless, and Marxism will forever retain its youth.

Today, we are in a new historical period and are conducting an unprecedented
great undertaking. We must realize that in a large country such as ours,
which originated from a semicolonial and semifeudal society and which is
backward both in economy and culture, in the course of building a modernized
socialist country with a high degree of civilization and democracy, ready
answers for many problems cannot be found in the books of Marxism. There-
fore, we must, under the guidance of Marxism-Leninism and Mao Zedong Thought,
carry out gaining "knowledge at a higher level," study new things, solve new
problems, sum up new experiences, and generalize new laws. This is what has
been done by the CPC Central Committee since the third plenary session. It
has gone through a profound process of gaining "knowledge at a higher level,"”
and, under the new historical conditions, upheld and developed Marxism-
Leninism and Mao Zedong Thought. 1In his opening speech at the 12th CPC
National Congress, Comrade Deng Xiaoping pointed out: "In carrying out our
modernization program, we must proceed from the realities in China. Both

in our revolution and construction, we should also learn from foreign coun-
tries and draw on their experience. But mechanical copying and application
of foreign experience and models will get us nowhere. We have had many
lessons in this respect. To integrate the universal truth of Marxism with
the concrete realities of China, blaze a path of our own and build socialism
with Chinese characteristics—-this is the basic conclusion we have reached
in summing up long, historical experience." ("Selected Works of Deng
Xiaoping," pp 371-372) This is the most important achievement we have made
in gaining "knowledge at a higher level" in the last few years, and this is
also the most fundamental guiding ideology in our further efforts in gaining
"knowledge at a higher level."
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Tt must be pointed out that the process of our gaining "knowledge at a higher
level" regarding socialism is far from coming to an end. We cannot say that
we have a completely clear understanding of the laws governing our socialist
construction, and there are lots of new conditions and new problems awaiting
our further exploration and generalizatiom. The task of gaining 'knowledge
at a higher level" is still very heavy and strenuous. However, after the
"bringing order out of chaos" in our guiding ideology, we have emancipated
ourselves from the serious trammels of the past long-term "leftist" mis-
takes. Our consciousness of gaining "knowledge at a higher level" is

greatly enhanced, our ability unprecedentedly increased, and the activities
in this respect increasingly enlivened. In short, gaining "knowledge at a
higher level™ has gradually become the conscious activity of more and more
cadres and members of the masses. The broad masses of people are the main
force in practice, and they are also the main force in gaining knowledge.
That all of us are actively engaged in gaining "knowledge at a higher level"
is the basic ideological guarantee for the continuous growth and prosperity
of our cause. It is certain that with the elapse of time and the development
of our cause, the might of '"knowledge at a higher level" will demonstrate
itself in a more explicit way.

The problem of knowledge, or the problem of correct ideology, is a matter of
paramount importance, which should never be neglected. In the new historical
period, to educate the cadres and masses with the Marxist theory of knowledge,
to make "knowledge at a higher level" take deep root in the minds of the
people, and to make more and more people learn and grasp the theory and
methods of "proceeding from the individual to the general, and from the gen-—
eral to the individual" so as to raise their capability of understanding and
transforming the world--this is an important and constant task in propagating
philosophy. Therefore, we should make great efforts to shoulder this respon-
sibility and do a good job in fulfilling this task.

Cs0: 4004/81
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PROMOTE MODERNIZATION OF MANAGEMENT IN THE COURSE OF REFORM
Beijing RED FLAG in Chinese No 12, 16 Jun 84 pp 9-14
[Article by Zhou Guanwu [0719 0385 0063]]

[Text] Editor's note: Management is a science. Lenin
pointed out: The basic principle of management is that
"certain people hold themselves completely responsible
for certain work under their charge." 1In the process
of carrying out economic reform in our country, while
correctly handling economic relations between the state
and enterprises, different kinds of economic responsi-
bility systems should be established within each and
every enterprise in order to integrate responsibility,
power, and interests, and abolish equalitarianism in
distribution. This article has recommended the
experience of Shoudu Iron and Steel Company in estab-
lishing the economic responsibility system and carrying
out scientific management within the enterprise. We
specially recommend this experience for your study and
reference.

Shoudu Iron and Steel Company started reform on a trial basis in 1979 in
order to gradually establish the economic responsibility system with empha-
sis on contract. In the course of reform over the past 5 years, we have
readjusted the enterprise in a constructive way, and established a complete,
modern scientific management system. On the basis of computerization of the
process of management, computers are applied to management. The ability of
leaders at various levels and professional teams in promoting modernization
of enterprise management has been continuously enhanced. This has speeded
up the progress of the modernization of enterprise management, so that
advanced science and technology can be speedily turned into productive
forces, which have unprecedentedly enhanced economic results. Profits
earned in 1978 were the highest recorded in the history of the company. On
such a basis, in a period of 5 years from 1979 to 1983, the average yearly
increased rate of profits was 20 percent. The average yearly rate of
decrease per 100 yuan profits in fixed capital was 14 percent, and the
average yearly rate of decrease per 100 yuan output value in circulating
capital was 9.5 percent. The yearly comprehensive enhancement of the level
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of enterprise management is shown by the following figures: In 1983, profit
rate of output value was 39.71 percent, an increase of 15.66 percent over
1978. TIncrease rate of capital use was 37.17 percent, an increase of 18.83
percent. Increase rate of sales was 40.47 percent, an increase of 11.32
percent.

In the course of reform, how does Shoudu Iron and Steel Company promote the
modernization of management through the implementation of the economic
responsibility system?

1. Reform Is Taken as the Point of Departure in the Exploration of the Path
of the Modernization of Enterprise Management in Our Country

Management is indispensable to large-scale common activities of mankind.
Through management, enterprises integrate the laborer with the means of labor
and the subjects of labor, forming productive forces. Modern science and
technology can be better made use of only through relevant modern manage-
ment. Only thus, can the new development of productive forces be promoted.
The modernization of management does not mean Westernizing our management and
making it foreign. Socialist enterprise management should adhere to the
socialist production relations, that is, the socialist public ownership
system. We can absorb the useful parts of the management science of the
West, but we are not allowed to mechanically apply to socialist enterprises
the aims, principles, and methods of the management of Western enterprises

as well as its criteria for assessing management level of enterprises. We
should exert our efforts to develop our own systems and theories for modern
and scientific management.

Shoudu Iron and Steel Company is an old enterprise. As early as in the
1950's it had implemented the responsibility system. In the early 1960's,
on the basis of the responsibility system, it established a complete
specialized management system. After the smashing of the "sang of four,"
enterprise management was strengthened with emphasis placed on the two
fundamental aspects of enterprise management based on responsibility system
and fixed production quotas. Although certain results had been achieved in
the work, the backward situation in enterprise management had not yet com-—
pletely changed. Judging things as a whole, a fundamental reform had not
yet been carried out. Efforts were only exerted to strengthen management
based on the previous economic system. Since the 3d Plenary Session of the
11th CPC Central Committee, Shoudu Iron and Steel Company has embarked on
the path of reform, and implemented the economic responsibility system with
contract as its key. Through the implementation of the contract system
characterized by the increase in tax turned over to the state, the company
has effected a breakthrough in handling economic relations between the
state and enterprises. This has created conditions for an overall and
systematic reform of the enterprise, so that the enterprise has an orienta-
tion, blueprint, and motive force for the realization of the modernization
of management. It is precisely under such prerequisites that we have
started reforming the management system of the enterprise and explored and
established a scientific and modern management system with our own charac-
teristics. On the basis of summing up the past experience, we have
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established the economic responsibility system within the enterprises in the
spirit of carrying on the past good practice and exploring new ways.

Enterprise management is an organic whole composed of various kinds of pro-
fessional management items. Various kinds of professional management items
are closely related to, interpenetrated with, and mutually conditional on
each other. Not one of them can be dispensed with. Management, which has
the function of organizing, coordinating, and promoting various production
factors, should be all-embracing. Therefore, while promoting modernization
of management, we are not allowed to "concentrate on one thing only." We
are not allowed to concentrate our efforts on several special fields only,
or consider things as they stand, and "handle matter in an isolated way."
What we mean by the modernization of enterprise management is that we should
use systematic viewpoints and adopt basic methods which accord with objec-
tive law to fully integrate modern and scientific management system with the
application of the means of modern management. In accordance with this view-
point, Shoudu Iron and Steel Company has established an enterprise economic
responsibility system based on the basic methods of "assignment of fixed
responsibility, guarantee, and examination." This system not only conforms
with the requirements of the modernization of management, but also promotes
further progress of the modernization of management.

2. Utilizing the Method of "Assignment of Fixed Responsibility, Guarantee,
and Examination" To Organize the Entire Technical and Economic Activities
of the Enterprise

The basic function of management is to organize, and its main target is
people. Lenin pointed out: The basic principle of management is that

n : . .

certain people hold themselves completely responsible for certain work
under their charge." ("Complete Works of Lenin," Vol 36, p 554) By closely
integrating a great number of specialized persomnel with numerous and com—
plicated technical and economic activities, we have devised a basic method
of "assignment of fixed responsibility, guarantee, and examination."

"Assignment of fixed responsibility" and "guarantee" mean contract. In
other words, fixed output quotas of the enterprise are contracted to indi-
viduals at different levels. In the meantime, the accomplishment of the
tasks of coordination should be guaranteed. "Examination" means that we
should strictly examine contracted tasks in the interest of the implementa-
tion of the principle of distribution according to work.

Practice has proved that to do well in the management of modern enterprises,
we should set explicit standards for various kinds of work, and assign
fixed responsibility to individuals at each level. A reasonable process
and coordination in terms of time and space are also needed. In the mean-
time, we should rely on the methods of examination, award, and punishment

to accomplish the task. All these factors have formed a completely
organized process of management which is governed by its own objective law.
The method of "assignment of fixed responsibility, guarantee, and examina-
tion" is a basic method for carrying out complicated organization work by
making use of such law.
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With regard to management work of an enterprise, although the tasks of
different specific departments and posts are not the same, the management
work should be carried out without any exception by relying on the basic
method of "assignment of fixed responsibility, guarantee, and examination."
Specialized management of an enterprise covers a number of items (such as
planning, finance, technology, facilities and so forth) and big and small
sectors (factory, mine, shop and group). These items and sectors are com-
posed of a number of points (posts). Only by applying the method of
"agsignment of fixed responsibility, guarantee, and examination' to these
items, sectors and points, can the specialized management be organized, a
network be formed, and tasks be fulfilled. For instance, with regard to the
management of equipment and facilities, that is, first of all, the task of
the equipment and facility management department which fulfills the task by
relying on the method of "assignment of fixed responsibility, guarantee,

and examination." The main task includes all the items of management over
equipment and facilities, such as working out plans for maintenance, con-
trolling expense costs, administering fixed assets, making arrangements for
machine parts or tools and so forth. The task should be assigned to the
relevant factories, mines, shops and groups where the equipment and facili-
ties are installed in accordance with the method of "assignment of fixed
responsibility, guarantee, and examination." The main work which these
factories, mines, shops and groups should do includes the use, maintenance,
and repair of these facilities and equipment, monitoring the operation of
the equipment and facilities, checking defects, analyzing drawings, archives,
data and so forth. The task should eventually be assumed by the relevant
individuals at the posts and specialized fields in these factories, mines,
shops, and groups based on the method of "assignment of fixed responsibility,
guarantee, and examination." Thus, on the basis of division of labor, the
entire management work, which includes the actual use, inspection, mainte-
mance, oiling, cleaning, repairing and monitoring of equipment and facili-
ties, is carried out on the basis of contract. In such a way, an overall
system of management over equipment and facilities is established. Networks
in various special fields based on the method of "assignment of fixed
responsibility, guarantee, and examination'" are developed into larger net-
works of management. All these constitute an overall management of the
enterprise.

The establishment, organization, and promotion of various kinds of work in
the enterprise is carried out by adopting the basic method of "assignment of
fixed responsibility, guarantee, and examination." When we intend to estab-
lish or reform a system, or start a new construction project, we should pro-
ceed from the method of "assignment of fixed responsibility, guarantee, and
examination," in order to ensure the fulfillment of the tasks on time. When
fulfilling certain tasks, all the individuals concerned should make use of
the method of "assignment of fixed responsibility, guarantee, and examina-
tion" to ensure their success. When a new technique has been developed, we
should adopt the method of "assignment of fixed responsibility, guarantee,
and examination" to apply it in accordance with the requirement of this new
technique and the needs of the departments in charge of planning, production,
supply, design, construction, labor organization and so forth, so that
scientific and technical results will be speedily turned into productive
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forces. With the progress of science and technology, we should constantly
promote various kinds of work in the enterprise, and make use of the method
of "assignment of fixed responsibility, guarantee, and examination” in a
better and more effective way. The more the enterprise is modernized, the
more we should apply the method of "assignment of fixed responsibility,
guarantee, and examination." » . : :

3. A Well-Conceived and Systematic Design.IS'Needed in Order To Determine
the Contents of "Assignment of Fixed Responsibility" and "Guarantee"

Inside the enterprise, the relations between various departments, units, and
individuals, and the general aims of the enterprise on the one hand, and the
relations between various kinds of management work on the other are very
complicated. This is also the case with regard to the relations of division
of labor and cooperation between units and individuals. : We make use of the
method of the "assignment of fixed responsibility" and "guarantee" to handle
these relations. To do so, we should carry out a well-conceived and syste-
matic design in order to determine the contents of the "assignment of fixed
responsibility” and "guarantee" and the way to adopt the method.

"Assignment of fixed responsibility" means that individuals concerned should
hold themselves wholly responsible for the tasks assigned to them. They are
not allowed to pay attention to fulfillment of quotas alone without taking
the whole operation into consideration. They are not allowed to pay atten-
tion to profits at the expense of other things. The economic responsibility
system undertaken by the enterprise responsible to the state should be sub-
divided into economic responsibility system undertaken by individual workers
at their posts. The general tasks of the enterprise should be split up into
specific tasks for each and every post. Through the efforts of each and
every worker at his post to carry out his tasks, the attainment of the gen-
eral tasks of the enterprise can be ensured.

Therefore, what we mean by "assignment of fixed responsibility" here does
not merely refer to the distribution of the general tasks. .Without guaran-
teeing a smooth operation, it is impossible to fulfill the general tasks
even if they have been split up into various specific tasks. For example,
if the injury rate per 1,000 workers has increased because of the lack of a
complete management system for safety in production and lack of populariza-
tion of safety devices, and if we fail to assign the work of implementing
the system and ensuring the full operation to individuals concerned, it is
very difficult to accomplish the general tasks even if they have been split
up into several specific tasks. Our economic responsibility system charac-
terized by assigning specific tasks to individuals concerned is based not °
only on technical and economic tasks originating from the overall management
items of the company, but also on strict observation of rules and regula-
tions on the part of individual workers, and the accomplishment of technical
and vocational work. This method of "assignment of fixed responsibility" is
a unity between economic targets and vocational work, a unity between the
aims and the method, process, and means for attaining the aims, and the
unity between the completion of general work and the constant improvement

of work. : ; : S
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"Guarantee" is a method which ensures coordinated relations between people in
the process of exerting joint efforts to promote production, and an important
aspect which coordinates productive relations within the enterprise. The
method of "assignment of fixed responsibility" without a "guarantee" will give
rise to the situation that each and every individual worker goes his own way.
This will obstruct the balance between post and working procedure, and the
links of vocational process. In so doing, the general tasks will not be
accomplished even if the specific tasks assigned to individuals have been
completed. Therefore, all the units and their workers should not only do
their best to accomplish the tasks assigned to them, but also mutually guar-
antee the completion of the coordinated tasks. You should "guarantee" that

I can accomplish the tasks "assigned to me," and vice versa. In so doing,
the general aim of the enterprise with respect to the "assignment of fixed
responsibility and guarantee" will be attained. It is obvious that this
"guarantee" is very important, because it will guarantee orderly and effi-
cient coordinated relations between the upper and lower levels, and between
various sections and departments. This will enhance the efficiency and
results of the production and business.

The contents of "assignment of fixed responsibility and guarantee" reflect
orientation and policy, and determine where we should direct the enthusiasm
and creativity of the broad masses of workers and staff members. Therefore,
a well-conceived and systematic design is needed in order to determine the
contents of the "assignment of fixed responsibility and guarantee' in light
of the characteristics of the socialized industrial production, and under
the guidance of macroeconomy in the interest of comprehensive ‘economic
results. This is itself a systematic project of the modern and scientific
management. .

4. The Establishment of a Modern and Scientific Management System in an
Al1-Round Way '

Enterprise management relies on the supporting role of system to fulfill its
functions. Once workers and staff members enter the door of a factory, they
are living in the system. System is indispensable to a factory even for a
single day. A manufactory with simple tools can be run by relying on tradi-
tional experience. Socialized mass production makes use of colossal machines,
and carries out complicated and coordinated labor. This has demanded that
people observe a series of natural laws and social ecomomic laws. The pur-
pose in working out rules and regulations is to enable people to follow and
make use of these laws to carry out effective productive, scientific, and
management activities. The deeper and better they understand and make use
of these laws, the higher will be the efficiency and results of the enter-
prise. ' ' '

The specialized economic responsibility system which we established in 1983
is a modern scientific management system based on making use of various laws
governing industrial mass production. Specialized economic responsibility
system covers 20 specialized fields (excluding political work departments)
which are governed by coordinated relations based on 5,508 explicit voca-
tional standards, 7,228 selected vocational processes, and 2,330 standardiza-
tion items. They are neither a simple reflection of the present situation of
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management, nor a duplicated description of vocational work. They play a role
in reforming enterprise management in an overall and systematic way. The
formulation of our specialized economic responsibility system should, first
of all, be aimed at enhancing the economic results of the enterprise year
after year. In the meantime, higher levels of vocational standards should
be set for various kinds of management work in accordance with the require-
ments of "business-type" management. In the meantime, we should analyze and
compare vocational work items one by one in order to select the best work
process and work methods for coordination. While establishing a specialized
economic responsibility system, we have designed about 10,000 processes, and
each process is actually a record of utilizing objective law to carry out
effective management. ' - :

The specialized economic responsibility system is established in accordance
with the need of strengthening enterprise management on the basis of differ-
ent specialized fields. It turns enterprise management into a coordinated
and smoothly operating machine whose component parts are running in correla-
tion. Not a single item of management in modern enterprise can operate in
an isolated way. If various specialized fields fail to coordinate with

each other, it is difficult for a specialized management to attain its
expected results. For example, as far as the management over circulation
funds is concerned, if the supply department has overstocked goods, materials,
and fittings, production is not rationally organized, and if products in the
sale department are unsalable, it is impossible to speed up the circulation
of funds and reduce the appropriated amounts of funds even if the financial
system is perfect. Only by fully bringing management over circulation funds
into the specialized economic responsibility system in various departments
concerned, working out complete sets of rules and regulations and fixing
responsibility for various links in various departments with regard to the
circulation of funds so that various specialized fdields can coordinate with
each other on the basis of the method of "assignment of fixed responsibility,
guarantee, and examination," can circulation funds be effectively conserved.

A modern scientific management system should be able to keep abreast with,
and promote scientific progress and the development of productive forces.
Specialized economic responsibility system means effectively opening up a
path for technical reforms. After the fulfillment of technical reforms,

the results of technical reforms can be popularized and utilized by revising
and improving the responsibility system, and promoting the application of the
method of "assignment of fixed responsibility system, guarantee, and examina-
tion" by individuals. The implementation of specialized economic responsi-
bility system has opened up a broad path for bringing the creativity of
workers and staff members into play. Since the implementation of specialized
economic responsibility system, the masses have put forth 50,958 rationaliza-
tion proposals. Among them, 589 rationalization proposals have brought

about marked economic results in the important administration and manage-
ment of the enterprise. :

An enterprise-manégemént‘s&steﬁ established in éccordance with objective law
should be fully implemented. Otherwise, it is nothing but a mere scrap of
paper even if it is scientific and perfect. Over a long time in the past,
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"people always thought "it is easy to formulate a system, but difficult to
implement it." This is indeed a knotty problem. Specialized economic
responsibility system has specifically stipulated who will be responsible
for the execution, examination, revision, and management of the rules and
regulations concerned. It has also explained in detail the standards,
responsibility, procedure, coordination and examination of each and every
management work item based on the application of the method of the "assign-
ment of fixed responsibility system, guarantee, and examination" adopted by -
individuals at various levels. This has enabled various economic targets
aimed at enhancing economic results and vocational work to fully integrate -
vocational system with responsibility system, so that each and every system
can be thoroughly implemented. To put it briefly, the specialized economic
responsibility system means the integration of responsibility, power and
interests, and the application of the enterprise management system based on
the method of "assignment of fixed responsibility, guarantee and examination"
by individuals. It has ensured the smooth progress of various vocational
work, the fulfillment of various specialized economic targets and coordi-
nated tasks and the flnal attainment of the general targets of the enter-
prise. : .

5. The Application of Modern Management Tools on the Basis of the Manage=
ment Relylng on Data Informatlon

A modern enterprise should extensively make use of advanced science and
technology in order to continuously enhance its economic results. To meet
this situation, modern management will naturally become more and more pre-
cise and complicated, and which is characterized by the rapid expansion of
vocational work load and data amounts. At present, the whole company should
process more than 100,000 kinds of data information records daily, with data
amounts exceeding 30 million. The process of production is in a dynamic
state, and the conditions of market, supply, and transportation are changing
constantly. We should adopt countermeasures promptly in order to carry out
an overall and rapid readjustment in the fields of supply, production, trans-
portation and sale. In the past, we knew whether profit quotas of the
previous month had been fulfilled on the 10th day of every month. Since the
"1id of the pan is only taken off every 40 days,” we could not effectively
deal with the changing situation; this is something we must foresee every day.
We should expeditiously collect, sort out, sum up, transmit, and synthesize
the data and information in order to make necessary analysis and decision.
It is obvious that the previous management method by relying on manpower is
no longer applicable. Only by applying computers can we ensure an overall,
meticulous, accurate and prompt enterprise management work. It is thus
clear that apart from a full set of modern scientific management systems,

we also need modern management means.

To apply computers, we should follow a data processing system in the course
of management. In the process of adopting the method of "assignment of fixed
responsibility, guarantee, and examination," the masses have unprecedentedly
promoted their drive for data collection. In accordance with the demand of
the new operational tasks, we have exerted our efforts to carry out an over-—
all readjustment of the previous records, statistical report forms, and '
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data records. We have established a three-level data bank, and improved
various kinds of testing and measuring methods. On such a basis,; ‘we make

a further step in the application of computers in management. Computers
were a profound mystery to cadres and workers. But now they have fully
realized that if they do not know about or utilize computers, they will be
cast aside. There has been a "fever" in the whole company of studying, -
equipping and using computers. At present, 23 computers have been :installed,
which are applied to 103 management items, such as profit prediction, calcu-
lation of production costs, compilation of daily sales report, and so forth.
This year, we will establish a computer management center of the company,
which is equipped with 5 computers and 53 terminals, in order to form a
network linking up more than 20 specialized management items. This network
will also be extended to another 10 or more specialized fields, such as
management over contracts, management over raw and processed materials,
formulation of plans, heavy and medium repairs of equipment, consultation of
archives, and others. The computerized management network will be gradually
spread to various departments, sections, plants, mines and production lines
in order to exercise an overall computerized management over personnel,
finance, material supply and sale of the whole company. In addition, auto-
mation will be realized on all the main production lines. : '

Modern scientific management system and modern management means are entities
which supplement each other. The hardware of computers can be imported.
However, as far as their software is concerned, we cannot indiscriminately
import it from foreign countries, because those which are indiscriminately
imported are, very often, incompatible to our needs. The 103 sets of soft-
ware which Shoudu Iron and Steel Company is using are developed in accordance
with the operational standards and process of the company based on the
requirements of the specialized economic responsibility system. Without a-
specialized economic responsibility system, it is impossible to promptly
apply computers to management. Without computers, it is difficult to
accomplish various tasks of modern scientific management. '

6. Stick to the Principle of Strict Examination, Distribution According to
Work, and a Clear Distinction Between Reward and Punishment '

No social labor can be carried out without an internal motive force. Mate-
rial interests are people's basic driving force for carrying out social
activities. 1In a socialist enterprise, the principle of distribution accord-
ing to work should be correctly followed. Comrade Deng Xiaoping pointed out:
"We should allow some areas, some enterprises, and some workers and peasants,
who have achieved better results because of hard work, to earn more, and live
a better life." ("Selected Works of Deng Xiaoping," p 142) This was a prob-
lem which had not been solved well over the past 30 years or so. Shoudu

Iron and Steel Company has effected a breakthrough in this respect as a
result of implementing a contract system of turning profits over to the
state, and applying the method of '"assignment of fixed responsibility system,
guarantee, and examination.” It has correctly handled the relations of
interests between the state, enterprises and individuals, and has further
implemented the principle of distribution according to work.
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We should, first of all, ensure a steady increase of the state revenue.

This is a tie which links the interests of the state, enterprises, and indi-
viduals. The amount retained by the enterprise is determined by the crea-
tivity of workers and staff members of the enterprise. This means that the
administration and management of an enterprise are closely linked with the
material interests of workers and staff members. If workers and staff want
to constantly improve their material and cultural life, they should work
hard to realize the modernization of the management of their enterprises.

With regard to the problem of distribution, being reluctant to abandon the
practice of "eating from the same big pot," and being "good old chaps" is
absolutely not helpful to running a modern enterprise. We should unswervingly
oppose equalitarianism and the practice of seeking good relations with all
and sundry at the expense of principle. Only by relying on a sound and
strict method of "assignment of fixed responsibility, guarantee, and examina-
tion" can we ensure the implementation of the principle of distribution
according to work. "Examination" ensures the accomplishment of the tasks of
"assignment of fixed responsibility and guarantee.'" It is a pivot integrating
responsibility, rights, and interests. Without a strict examination, the task
of assignment of fixed responsibility and guarantee cannot be successfully
accomplished, and the responsibility system itself will come to nothing.
Without a strict examination, there will be no solid basis for the distribu-
tion. Tt is therefore impossible to integrate responsibility with interests.
With such "examination" we can carry out an overall examination and assess-
ment of various tasks based on the method of assignment of fixed responsi-
bility and guarantee at various levels and in various specialized fields.
Through examination conducted regularly, once a month, or once a year, or
intensive examination conducted in a certain period of time, we will be able
to distinguish right from wrong, and make a clear distinction between reward
and punishment. With the implementation of the examination system at various
levels, cadres of various levels should regard the work of testing and
assessing persomnel working under them as their primary duty. Examination
should be strictly carried out. Without strict examination, the system
itself will not work. In the assessment of work, each and every worker and
staff member of Shoudu Iron and Steel Company should follow explicit and
strict rules and regulations based on the requirements of the method of
"assignment of fixed responsibility, guarantee, and examination." For
example, if anyone fills a wrong figure in the original record, his bonuses
will be deducted. We have established a system of four 100 percents: the
task of assignment of fixed responsibility and guarantee should be 100 per-
cent accomplished; rules and regulations should be 100 percent followed;
those who violate rules and regulations should be 100 percent reported to

the leadership; and the deduction of monthly bonuses due to defects should

be 100 percent carried out in the same month.

By firmly grasping the link of strict examination, we will be able to bring
the driving force of bonuses and wages into play. Shoudu Iron and Steel
Company has issued bonuses in accordance with the results of "examination."
It is stipulated that "total amounts of bonuses should not be exceeded,
different units have different amount of bonuses, and no maximum amount of
bonuses for individuals should be set." The increase of floating wages for
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workers and staff members is also based on the results of strict examination.
Last year, before the company made a decision on fixing cadres' wages
according to their positions and workers' wages according to their posts,

it had spent 4 months on testing and assessing 10,453 cadres and more than
100,000 workers of the company in an all-round way. Their wages are fixed
in accordance with the grades they suit based on the results of examina-
tion. As for those who are not up to the requirements, they are not allowed
to follow the system of fixing wages according to positions or posts.

Strict examination means that we should award those who work hard and punish
those who are lazy, and that we should award those who make contributions
and punish those who make mistakes. Without strict discipline in an enter-
prise, rules and regulations mean nothing. It is impossible to ensure the
smooth progress of any technical and economic activities. A modern enter-
prise cammot tolerate any laxness in discipline. Otherwise, we will be
punished by the objective law. An important aspect of strict examination

is that an enterprise should uphold its inviolable discipline. We should be
firm in taking disciplinary action and properly punish those who refuse to
work although they have the ability to work, those who neglect their duties
and violate rules and regulations, and those who refuse to obey orders and
deliberately make trouble. Only in so doing, can we promote an excellent
work style in the ranks of workers and staff members, and meet the demand

of the modernization of management. ‘

7. Realize the Modernization of Enterprise Management by Relying on the
Masses

Workers and staff members are the masters of their own enterprises. This is
an essential distinction between the management of socialist enterprises and
that of capitalist enterprises. Capitalist enterprises cannot hold a candle
to us in this respect. Comrade Deng Xiaoping said: "The masses are the
source of our strength. The mass line and viewpoints are our precious
heritage." ("Selected Works of Deng Xiaoping," p 327)

It is not the manager alone who is responsible for carrying out the task of
running a socialist enterprise. The task should be carried out by all the
workers and staff members. Therefore, we should have a system which ensures
the implementation of the mass line. While making important strategic
decisions, the company should, in general, let all workers and staff members
discuss for a period of 1 month or so important items of reform, enterprise
production, technical innovation, administration, management, distribution,
arrangements for daily life, the plans for assignment of fixed responsibil-
ity and guarantee, the method of examination and so forth. It should also
let the masses handle the distribution of houses, management over canteens,
the arrangement of sports and recreational activities, and so forth.

We should never forget relying on the masses at all times. In the past, we
relied on the masses to overthrow the "three big mountains." Today, we
should also rely on the masses to build socialism. Without the active par-
ticipation of the masses, we can accomplish nothing. The full set of methods
of management of Shoudu Iron and Steel Company is a crystallization of the
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wisdom and strength of more than 100,000 workers and staff members in the
company. During the second half of 1981, the company established an economic
responsibility system within a period of 3 months. In early 1983, the com-
pany established a specialized economic responsibility system, and applied
the method of "assignment of fixed responsibility, guarantee, and examina-
tion" to individuals within a period of less than 4 months. The broad masses
of workers and staff members have made analysis, pondered problems, worked
out plans, and revised and continuously improved their work since the company
has charted the main direction. Without the masses, all this work could not
have been accomplished. By relying on the masses and bringing their enthusiasm
and creativity into play, we will be able to turn the modernization of enter-
prise management in our country into a heroic undertaking of millions upon
millions of the masses.

Enterprise management is a science. Science is developing continuously.
The work which has been done by Shoudu Iron and Steel Company is only the
first step in the modernization of management. With the deepening of the
reform of economic system, the progress of science and technology, and the
development of productive forces, we should carry out new exploration and
practice. We firmly believe that reform will give full play to the
superiority of the socialist system, and that the level of enterprise
management science in our country will be constantly enhanced.

CSO: 4004/81
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HOW HAS THE CONSTRUCTION INDUSTRY BEEN REFORMED IN SHENZHEN?
Beijing RED FLAG in Chinese No 12, 16 Jun 84 pp 15-19
[Article by RED FLAG reporters]

[Text] The new look of Shenzhen, which is characterized by highrises and
large clusters of buildings, deeply impresses visitors. Shenzhen has been
developing at an astonishing speed as it grows from an old and shabby small
town surrounded by desolate beaches and mountains into a magnificent city
within a few years' time. Such heartening news cannot but make people ask
what actually happened. Hence we went to Shenzhen to cover this issue in
March this year.

The Pace of Shenzhen

When we had just arrived at a guesthouse in Shenzhen, we heard cracks of
firecrackers and laughter from a nearby construction site. Comrades in the
city pointed to a folding fan-shaped highrise building that stood before
our eyes, and said: They are celebrating the topping out ceremony for
Block No 8 of the Xinyuan hotel. This 15.5-story [as printed] building,
which occupies an area of 14,600 square meters, was constructed, from
earth-breaking stage to the topping-out stage, in a period of only 4 months
and 25 days. Zhu Yuqi [2612 3768 4388], manager of No 1 Shenzhen company
of the Jiangsu Province building installation company, which was contracted
out the project, later said at a forum: Block No 8 of the Xinyuan hotel is
a high class hotel block requiring very high quality standards in terms of
civil engineering and decoration. The construction time for the project is
2 years by the national standard, but the contract for this project stipu-
lates that the construction work should be completed within a period of 10
months. Under the prerequisite of maintaining the quality of the project,
we have built an average of one story within 6 days' time, and have topped
out the block 30 days ahead of schedule. Such a construction speed as
Block No 8 of the Xinyuan hotel has already become very common at the
present time in Shenzhen.

The international commercial building, which was constructed by the Shenzhen
engineering office of the No 1 metallurgical and construction company of the
Ministry of Metallurgy, consists of two blocks of 20-story office buildings

and occupies an area of over 50,000 square meters. The construction contract
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for the project stipulated that the building should have construction com-
pleted within a period of 18 months. In actuality, however, the time spent
was just 15 months and 10 days. Moreover, the project was praised as a fine
one in every aspect. The first phase of the friendship building project,
which was built by the Guangdong Province No 4 construction company, consists
of 4 blocks, totals 91 stories, and occupies a building area of 26,600 square
meters. Its construction periods were more than 3 months ahead of the respec-
tive schedules stipulated in the contract, which stated that they should be
15 months and 18 months, respectively. By the national standard, in general
the construction of a 5,000-ton cold storage requires 3 years' time. But the
Huaxi enterprise company from Sichuan has built one in Shenzhen within 11
months' time, from commencement of the work to its completion. When the No 1
company of the No 2 bureau of the China construction company constructed the
Cuizhu garden, it spent 3.5 days to build each floor on the average, from the
10th to the 22d floor. The international trade center, which was constructed
by the No 1 company of the No 3 bureau of the China construction company, is
the tallest building in China at present. The building is 160 meters high
and occupies a total area of some 100,000 square meters. While there are 3
underground levels, the building stands 50 stories above the ground. When
constructing the building, the company adopted a modern method of sliding up
the integral frame work [zheng ti hua sheng 2419 7555 3323 0581]. Thus, it
quickly completed the construction work of the principal part of the project
with high quality within a period of 18 months. It once successively built
10 floors with high quality within 30 days' time and broke the record for
building a floor within 3 days' time.... At present, not only the large
construction teams in Shenzhen can build a floor within 5 or 6 days' time,
but also some small teams are able to do so. In a residential comstruction
project, which occupies a total building area of 25,000 square meters and
which consists of 6 blocks ll-story quarters, the 5 construction companies

at county level, such as Kaiping and Jieyang in Guangdong Province, only
spent some 90 days to complete the work, from construction of the foundation
to inspection of the completed work. Is the construction speed of companies
that are rather large in scale and have advanced equipment also very quick?
Yes, it is. For example, the construction period of some projects such as
the Pepsi-Cola drink factory, the Kangle electronlcs factory, and the Shenhua
cement factory varies from 4 to 6 months.

It is because of such efficiency and speed that the face of Shenzhen has
undergone a very great change within a few years' time. The pace of capital
construction, which focuses on basic facilities, is rather rapid. Such
facilities as transportation, water supply, power supply, and drainage works
have already taken shape. The 24 square kilometer modern, new urban area in
Luohu District and Shangbu District is being formed. From 1980 to 1983,
Shenzhen utilized a capital construction investment amount of 1.96 billion
yuan, and completed a construction area of 3.413 million square meters. In
1983, Shenzhen started 437 construction projects and engaged in construc-
tion of a 3.47 million square meter area. It completed an area of 1.46
million square meters, and utilized an investment amount of 880 million
yuan, an increase of 40 percent compared to 1982. 1In 1984, it plans con-
struction on an area of over 2 million square meters. Whenever people
delightedly talk about the construction industry in Shenzhen, they always
gasp with admiration at the quick pace of its progress.
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Why can Shenzhen proceed with such a quick pace, fulfill within a short time,
maintain such good quality, and offer such reasonable prices in its capital
construction projects? Comrade Liangxiang, secretary of Shenzhen City CPC .
Committee and mayor, told us that the key to the issue rests with the
implementation of structural reform.

Premier Zhao Ziyang recently pointed out in his "Government Work Report" at
the second meeting of the Sixth NPC: "The reform of the construction indus-
try must be carried out by concentrating on the goal of shortening the time,
reducing the price, and improving the quality and investment results of
construction. The key for the issue is that we must implement the invest-—
ment contract system and the bid contract system." Shenzhen has made a step
ahead in reforming the administrative system of urban construction and the
construction industry. It is a successful one that we can learn from and use.

Unified Planning; Réise Funds for Unified Construction

People in many cities always see that roads which are dug today will be
filled tomorrow. Later they will be dug and filled again. :Urban construc-
tion is a mess, .and new projects begin before the old ones. are finished.

How can such a phenomenon happen?. This is because the administrative .
system of urban capital construction is irrational, regions and departments
are separated, and investments are cumbersomely handled by various depart-
ments. ' : \ : -

But this is not the case in Shenzhen. Through the use of its favorable con-
ditions of being a special zone, and by paying attention to the advantages of
socialism, which can help to achieve unified planning, Shenzhen strives to .
gradually build itself as a modern city with a beautiful environment, .
rational planning, an advanced structure, good facilities, and modern and
varied buildings. For this reason the Shenzhen City CPC Committee and the
government have, ever since the establishment of the special zone, firmly
grasped the overall planning of urban construction. On the basis of summing
the opinions of Chinese and foreign experts as well as those of the cadres
and masses, they have worked out the "Qutline for the Social and Economic
Development Plan of the Shenzhen Special Economic Zone." The main charac-
teristic of this plan is that it closely integrates urban construction =
planning with the social and economic development plans. The outline puts
forward the respective orientation and goals of development for such areas
as industry, agriculture, transportation, tourism, foreign trade, storage,
residential development, municipal public works, environmental protection,
and the building of spiritual civilization. The outline also makes appro-
priate arrangements for the steps and measures. for implementation, popula-
tion size, land utilization, and the function of each area. :

In order to ensure that urban capital construction will be carried out in a
planned way and will adhere to the overall plan, Shenzhen city has reformed
the administrative system of urban construction. - First, the city has put -
together the funds for development and carried out in a unified way the
basic projects of "qi ping yi tong" (to bring in a power and water supply,
as well as roads, communications, gas, waste and flood water .drainage, and
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site leveling). The city has emphasized infrastructure projects before
working on the superstructure, so that a sound environment for investment
has been created. In connection with the former system, infrastructure
projects were the responsibility of various departments, such as those in
charge of municipal administration, power and water supply, and telecom-—
munications. Since the funds were distributed among these departments,

we could not utilize them in a unified way. Since we lacked a unified
leadership, these departments concerned always bungled matters and engaged
in duplicated projects because of difference in opinions and actions. Not
only did this waste manpower and material resources, but it also affected
the utilization and the achievement of results of the capital construction
projects, as they could not act simultaneously or form a complete system.

In order to solve this problem, the Shenzhen city government has specially
set up a working team for basic projects, which combines and utilizes in

a unified way the development funds of various departments. During the
construction of the basic projects, the working team acts as a "grandmother"
and administers down to the grassroots level. It practices unified instruc-
tions, unified planning, unified designing, and simultaneous construction.
The working team is responsible for making arrangements for the whole process
of projects, from demolishing and taking over for use to surveying, design-
ing, and construction, in addition to organizing various departments to
coordinate and make céncerted efforts. Therefore, Shenzhen manages to
accomplish the projects through a complete system by carrying out the con-
struction work once, so that it can lay various pipes, install road lamps,
and plant trees and grass wherever road maintenance work is in progress.

In addition to basic projects, since 1982 Shenzhen city has also implemented
the practice of raising funds for unified construction in building the
industrial zone, residential zone, storage zone, and office buildings. This
means that Shenzhen has put together the funds for construction and practiced
"five unifications" (unified planning, unified reentering of land, unified
designing, unified construction arrangement, and unified management). This
method has helped us to practice diversified development, centralized and
large-scale construction, and to achieve great results. Since the basic
facilities of "qi ping yi tong," and public facilities such as shops,
schools, and cinemas, have already formed a complete system, the investors
can quickly begin production after they have purchased a standard factory.
At present Shenzhen has set up three companies for special development, such
as for real estate, industries, and basic projects, for organizing and imple-
menting the working procedure of capital construction. They are also the
ones that implement the "five unifications" in the